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Gl ossarWwi soift or E ctoenromsy

Term Meaning ‘

Visitor Anyone who either consume s or desire s travel -related services for stays of
less than a year

Segments Types of visitors (for international visitors, as declared on passenger
arrival cards)

Holiday Travel for the primary purpose of rest and recreation (including
participating in sport, attending sporting, cultural events or festivals,
shopping, or accompanying a conference attendee)

Visiting friends Travel for the primary purpose of visiting friends and relatives, including

and relatives weddings

(VFR)

Business Travel for purposes  relating to employment (including fly -in-fly -out work,

meetings, conferences, conventions and training)

Work (International travellers only) Travel for the primary purpose of ongoing
employment and work in Australia for less than a year

Education (International travellers only) Travel for the primary purpose of
study/upskilling in Australia for less than a year

Destinations Where visitors go

Cities The tourism regions of ~ state and territory capitals: Adelaide, Brisbane,
Canberra, Darwin, Hobart, Melbourne, Perth and Sydney

Clusters Geographic areas of coordinated visitor activity, often with a recognised
attraction as a hub

Regions Any geographic part of Australia outside the cities

Source markets Major groups of countries from which international visitors come to
Australia

Developed Asia Japan, Korea, Singapore, Taiwan

Developed Canada, New Zealand, UK, USA

English

Emerging Asia Indonesia, Malaysia, Philippines, Thailand, Vietham

Other Western European countries such as France, Germany, Italy, Netherlands,

Scandinavia and Switzerland

Providers Those providing or promoting services to a visitor

Accommodation Places visitors stay, including hotels, resorts, motels, serviced apartments,
caravan parks, B&Bs, and sharing economy providers (Airbnb)

Aviation All airlines and airport services

Culture, arts Cultural services, heritage sites, museums, nature reserves, casinos, other

and recreation gambling services and sports and recreation services; including function

and event centres

Education and Tertiary education and adult, community and other education services
training (attributable to the Visitor Economy)
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I Meaning ‘

Food services Places that serve food and drinks, including cafes, restaurants and
takeaway food services (including catering) and pubs, bars, taverns and
clubs

Ground Water, rail, road transport (incl. taxis), passenger car rental/hiring and

transport transport equipment rental and scenic and sightseeing transport, including
cruising

Travel agency All businesses and individuals acting as agents in selling travel, tour and

and information accommodation services, and providing travel arrangement and

ser vices reservation services for airlines, cars, hotels and restaurants

Retail All retail trade, including motor -vehicle, fuel, food and other store -based
sales

Economics

Visitor All those who either consume or desire travel -related services, and those

Economy who provide or promote those services

CAGR Compound annual growth rate

GVA Gross Value Add, being  the tax -adjusted value for the amount of goods
and services that have been produced in a sub -segment of the economy,

minus the costs that are directly attributable to that production

Supply side All businesses who provide or promote services to visitors
Demand side All individuals who consume or desire travel -related services
Infrastructure Physical and digital assets needed to provide services to visitors, including

transport, accommodation, communication, health and human services
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|l ntroducti on

Au st r all38abilisn “isitor Economy is both a critical part of the national economy and

an extremely complex ecosystem. The Visitor Economy is broader than that which people
normallyregardas 6t our i smdé: it spans those tr aordisinassgy f or hol
and those visiting friends and relatives both domestic and international T as well as the

businesses and destinations that serve them.

This report comes at a critical time for the Visitor Economy. As we know, Covid -19 has
had a devastating effect, with total spend in Australia falling 49 percent from

$138 hillionin calendar year 2019 to $71 billion in 2020 . The short -term focus must

be on survival and recovery.

However, that recovery must also position the Visitor Eco nomy to thrive through the
decade to come . Even before the pandemic shock waves hit, the sector was grappling

with imbalances in its key markets and in its workforce. It is also facing shifts in visitor
demographics and preferences, the accelerating disrup  tions of digitisation  and
automation, and the need to consolidate its social licence to operate. Negotiating

those challenges is a sector with myriad participants pursuing multiple ends, which are
not always aligned.

What then could the Visitor Economy do to build long -term resilient growth through to at
least 2030? One that sustains its natural assets, stimulates economic value and jobs, and
contributes to the broader life and identity of the nation?

To answer those questions, Austrade has engage d extensively with all elements of the
Visitor Economy, and commissioned invaluable data and insights from McKinsey and
Company to support the findings of this report . It s conclu sion is as follows

The Visitor Economy must now  build its future by diversifying its source markets ;

modernising its offer, assets and workforce ; and collaborating at all levels to do

so.

Of these three themes T diversify, modernise and collaborate i the lynchpin is
modernisation: putting to good use the innovations of the digital age, and helping
people develop the social, cognitive and technology skills they need to serve our

visitors well.

The payoff from that work is imagined in the 2030 vision suggested in this report.

There will be opportunities to draw visitors from more global diverse markets, and for
more Australian destinations , if the Visitor Economy draws on its collaborative as  well

as its competitive instincts.

The report is intended to serve two purposes. First, to suggest opportunities to act on

andtostimu | ate the industryds own conversations, deci si ol
resource for the O6Reimagining the Visitor Economyo6 EX
government shape a policy framework to guide the sector to long -term, sustainable

and resilien t prosperity.
It is delivered in 6 chapters :

1. The Visitor Economy . The visitors and providers that comprise it, and their value to
Australia.

2. Thi s decade6s Frpno ilsremviable:position in 2019 to how hard it was hit by
the pandemicin 2020 , to a realistic vision for 2030
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3. Understanding the markets: The dominant domestic and various international markets
from which our visitors come, and their potential for further diversification.

4. Giving powerful reasons to come: Our expanding cities, regions, culture, events and
universities can each make distinctive, compelling cases for visitors to add more value
to our economy and national life

5. Making their stay: Our visitors  will depend on efficient and inspiring digital experiences ,
aviation , accommodation and workforces

6. A national project : Our different sectors, industries and governments need to
collaborate to target demand, innovate products and processes, attract investment and
prepare their workforce.

Austrade would like to thank all those involved i n the reportés completion, ar
all parts of the Visitor Economy to consider its findings, and engage with the Expert Panel.
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Executive summary

Visitors have different purposes, seek very different things, and are willing to spend vastly

diff erent amounts. A visitor is anyone who travels within Australia for less than a year > not
just for holidays, but also to visit friends and relatives, or on business , for work, or for
education.

Fulfilling all their desires takes an extremely diverse set of businesses, spanning several

industry sectors and operating across cities and regional destinations. The Visitor Economy
takes in anyone who provides or promotes services to visitors, and goes well beyond
6touri smob.

The Visitor Economy I s essenti al to Australiads w
The Visitor Economy makes an enormous contribution to Australia, financially and

strategically. In 2019 , it added over $61.2 billion to the economy, provided 686,000 jobs

and was growing 45 percent faster than the rest of the economy. Every dollar earned

generates 82 cents in other parts of the economy, a higher multiplier than any of those of

mining, agriculture or financial services. Beyond that, it is critical to Australia 0s internati on

soft power, and to enhancing our sense of national identity .

The Visitor Economy  depends on both domestic and international visitors. Domestic

travellers dominate the sector, accounting for 7 7 percent ofits $13 8 billion revenues.
However , international visitors account for 30 percent of the value added by the Visitor
Economy , with much of it from young people who are here for study or working holidays.

Covid -19 brought a very good run to a shuddering halt

Back in 2011, the long -term Tourism 2020 strategy set the very ambitious target of

$115 billion to $140 billion in overnight visitor spend by 2020 T and reached it. Revenues
grew at an average 9  percent peryearinthe four years leading up to the pandemic.

All segments contributed f  rom December 2011 to December 2019, with 2 percent growth

in international business, 9 percent growth in domestic business, and 1 1 percent growth in

international education. There were underlying fragilities T such as an overreliance on a few

key markets i n the international holiday and education segments, and difficulties in

attracting workers with the right skills *x but effort
issues.

The pandemic put a halt to this momentum, though the fallout has been very uneven.

Total spend fell 4 3 percent between the fourth quarters of 2019 and 2020, driven by a

(continuing) 9 8 percent reduction in international tourism. Interstate travel bounced back

to 31 percent of 2019 levels as of December 2020, while intrastate tourism actually reached

95 percent of 2019 levels over this time. Business, event and education travel has been

drastically affected . Cities have had the two  fold blow of losing both international travellers

and business travellers: Melbourne visitation w asdown 58 percent f or t he year, Sydne
down by 42 percent .

The hard brakes on demand came from border closures and social restrictions. However,
people also stopped travelling for lack of confidence: in continued border closures, in job
and income secu rity, and in the rollout of vaccines.
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Demand will return

For Australian destinations, the short -term focus must be on survival and recovery.
However, that recovery needs to set the Visitor Economy up for areturntolong -term
sustainable growth in the deca de to come, and to conquer the market, technology,
geopolitical and other challenges it brings.

The likelihood is that domestic and international travel will return to strong growth through

the 2020s. Forecasts suggest that domestic spend could rebound to pre -Covid levels by
2023. International travel might not reach its pre -Covid levels until as late as 2025, and
may even grow strongly as pent -up demand is unleashed, but may have permanently lost

two year sé gr owt h -Govid trendliness . People will want to travel again after
lockdowns, they want to spend money on study and experiences rather than products, there

are fast -growing populations of very wealthy people in our traditional markets, and fast -
growing middle classes in emerging ma rkets.

As visitors return, the immediate need is to boost labour supply, as labour shortages are
now reducing the  ability of the sector to meet demand and quality expectations . To alleviate
this, wage levels, reskilling opportunities and visa restrictions could be reviewed.

Time to launch a new vision

This reportds oveasfalbws : message i s

The Visitor Economy must build its future  through diversifying its source markets,
modernising its offer, assets and workforce, and collaborating at all levels to do
S0.

If the Visitor Economy takes up this challenge, this is what observers may see as the
decade progresses to 2030.

i1 By 2030, the Covid -19 shock is a dista nt memory, but its lessons are not.
Providers are enjoying the largest boom in domestic travel since records began, with a
welcome cash splash from high -end holiday makers, as Australians appreciate even more
what they can do at home. Investors have respon ded to strong demand forecasts and
low interest rates by restoring the pre -Covid investment pipeline. Workforce vacancies
and critical skill shortages have been sensibly addressed as visa restrictions were
relaxed, wages rose , people reskilled, and workers moved from businesses that closed
through the pandemic to those that remained. A well -executed strategy for opening
international borders has seen the welcome return of education, holiday and business
travellers.

1 A more prosperous, diverse and resilient Visitor Economy emerges. By mid -
decade , our visitors are more diverse and, on average, spending more. The initial surge
of domestic travel has been maintained; Australian domestic visitors are spending

75 percent of their travel budget at home, up from 70 percent , investing in great

experiences and activities as they do overseas, in addition to  having a break from it all.

International holidaymakers are more diversified, coming as frequently  from India and

the Emerging Asian markets as they are from our tra ditional English -speaking and

Developed Asian markets. More of these domestic and international holidays are luxury

ones, investingover$l ,000 per night on Australiads great offe
food.
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1T More Obulcikettd desti nat i onMoregaogle aetravelling . toand within
Australia because they have more reasons to do so. Our cities are known globally as
6visited and |l ovedb, as well as o6liveableb6. Each ha!
private coalition making sure its city has the vision, infrastructure, drawcards, events and
promotion to break through in a competitive market . Australians have bucket  -list
destinations in each State and Territory, drawn by anchor attraction s, efficient access,
great hosts and the journey itself. Destinations are investing those revenues into their
assets, making them ready for international visitors who have heard that there is more to
Australia than the Bridge, the Rock and the Reef. Austral iab sities and regions each  have
a calendar of events span  ning business, sport and culture.

1 Distinctive variety and quality of experience. Australia is known as one of those rare
places that offer a variety of valued experiences, at a high quality. In ou r distinctive
destinations, our diverse population is offering the diverse experiences they themselves
enjoy. Visitors are impressed by the high -quality personal service, and the range of
authentic, immersive experiences. There is a strong digital compleme nt to our physical
attractions, and new venues showcase total digital immersion. Indigenous businesses are
an integral part of the visitor economy offering a range of authentic experiences, and
sharing their knowledge of land, nature, culture and cuisine. Business, event attendees
and students w ill add these experiences to their trips. They notice just how safe and
welcoming Australia is to travel, with local communities that support both visitors and the
businesses who cater for them. Visitors notice Austr al i aés strides towards su
including the steps taken to protect fragile destinations. They will want to come back.

1 A high -quality, welcoming student experience. The international student market is
well balanced and highly valued by the broader community beyond its economic benefits
Although Australia is a still a relatively expensive place to study, it is recognised as a
worthwhile investment given our globally recognised quality of education . Australia
continues to be a top destination for in ternational students  due to flexible working
options, our diverse and welcoming communities , as well as exciting travel options in
urban and natural environments. Students are as likely to come from India and Emerging
Asia as they are from Developed Asia. They rank 6 of our citid® in the
study , up from 4 in 2019

1 Streamlined access to and around Australia . Those travelling  to and within  Australia
are able to research, review, book and pay for the adventure through their smartphones.
Open -skies policies ensure  that sustainable competition is benefiting passengers on both

international and domestic routes. Visitors from our emerging source markets can find
point -to-poi nt flights, and | and at the worldbés most mod
or others taking its lead. They find modern, available, affordable accommodation where
they need it most, through both conventional and share -economy channels, with more
luxury rooms available for that faster -growing market.  They can get to attractionsa nd
around their destinations quickly and easily. Even in remote locations, they enjoy high -
speed internet and modern facilities, as regional infrastructure catches up to that in
cities .

i1 A resilient and diverse, collaborative industry making all this happe n. All
participants in the  Visitor Economy are excelling in their contributing roles. Businesses
are more resilient and innovative, increasing their technology resources , attracting the
personal service and technology staff they need, and hav e contingency plans for natural,
economic, health and market shocks. Businesses are benefiting from a diverse , skilled
workforce, with an increasing share of Indigenous people directly engaged in the Visitor
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Economy , greater staff retention and falling staff
sharpening its digital and people skills through mentoring and industry

programs, increasing

Destinati on

-vacancy rat es. That workforce is
-driven tertiary

i t s wa g e sexpmenedce tatimgs.

community support and investment, and drawing more on locally shared resources,

including skilled people. Investors have
infrastructure to meet the tourism boom,
when times were tough.

Well -connected Commonwealth
collaboration right
council with a remit to
with supply. Their investment in

through the customer journey
ensur e that actions in education, training and visas match demand
rigorous data and research has paid off, with better

developed the accommodation, assets and
having avoid ed the trap of underinvest

, State and local governments are enabling that

by support ing an industry -led skills

targeted policies and robust evaluation, and a striking lift in marketing and investment

success rates.

That is the vision thatthe  Visitor Economy
This report considers how it can be done.

Achieving the vision

This report details
They boil down to just
supply side, and

three themes:

Figure 1: Diversify, m odernise and

can create: not at all easy, but very achievable.

30 major findings and suggests opportunities to act on them.
diversify markets
collaborate to do both :see Figure 1.

and destinations,

collaborate

me nt

modernise the

sector o6s

busi nessespatetionbealmbrhalketibgpo at i ng

Visitors
Source markets
Demographics

G DivETSIfY

Reasons to come
Experiences
Education, Events

Collaborate

Visitor markets

Destinations

Visitor

Economy

Preferences
Digital, Authentic
Sustainable, Accessible

G \MOdeErnise

Assets and Capabilities
Workforce, Technology
Activities, Infrastructure

—

Leaders of the Visitor Economy may collaborate to diversify its markets and the destinations

available to them, and t 0 modernise

their workforce, technology, assets and infrastructure

While source markets are diversifying, modern visitors are also looking for authentic,

sustainable and accessible  experiences.

Destination businesses, sector industry bodies and

The Visitor Economy
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government s at all levels may collaborate more to meet visitor needs , and to build
resilience into the Visitor Economy

1 Diversify.  Australia is fortunate to have strong core markets in domestic, traditional
English -speaking countries and China. It has the opportunity to ride the growth
momentum of both high -end and Emerging Asia and India segments.

As the Visitor Economy grows and it s markets diversify, destinations and providers can
diversify as well, able to focus on larger segments that align with their offer ing . Being all
things to all people is open to only the largest of destinations.

1 Modernise.  Taking full advantage of the dig ital revolution is just one aspect of
modernisation. It speaks as much to the millennial traveller, curious about the world and
wanting authentic experiences, as it does to all segments looking for a range of
Indigenous, eco -tourism and luxury experiences. It addresses investment in
infrastructure and assets to make them sustainable and accessible. And only a modern
workforce with prized soft and hard skills can deliver those outcomes.

i1 Collaborate.  Strong national governance would focus on the data, strategies, promotion
and advocacy needed to diversify our markets and destinations, and modernise our
Visitor Economy 6 s s u p p | Pyoviders dnel destinations may make their own choices,
but co -opetition may be more productive th an pure competition. Destinations may
contribute to and leverage national or regional strategies, share and use data, and invest
in infrastructure and shared assets. Providers may share people, resources and assets,
particularly in the regions.

Most of the se opportunities are already being considered by governments, industry bodies ,
destinations and providers. However, this report may have insights that can add to the
confidence in actingonthem , orpresentnew dataand ideas to discuss and pursue.
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KeyrFi ndings and Opportunitd.i

This section captures each of the major findings in the report in brief, and suggests the
opportunities that they may imply.

The Visitor Economy

1. The Visitor Economy i s essential to Aust r &heiVigitbrEconomy I6lsei ng.
contribution to Australia is enormous, financially and strategically, one that Australian
consumers, industry and government must rally behind post -Covid . If considered as a

single sector in 2018 -19, the Visitor Economy :?!

1 earned $39.6 billion in exports , the fourth -biggest sector
1 provided 686,000 jobs 2, the eighth -biggest employer , and
1 was growing 45 percent faster than the rest of the economy

It also continues to underpin strong, long -term international relationships , enhancing
6Brand Australiad and our ownSedimbhxze of national id
2. Domestic visitors dominate spend in the Visitor Economy. Domestic visitors

account for 77  percent of total visitor spend, 70 percent of GVA, 72 percent of
employment in the  Visitor Economy and 9 1 percent of visitor spend in regional
Australia. Section 1.4

3. I nternational visitors make an outsized contributi
International visitors contribute 30 percent ofthe Vi si t or E GVA Omayeiage,
each inte rnational holidaymaker spent8  times more than a domestic holidaymaker,

and each international student and each working holiday maker contributed
significantly more. Section 1.4

4. The Visitor Economy achieved the ambitious goals set out in Tourism 2020
The sector grew an average 9 percent per year in the 4 years to 2019. All segments
contributed , from 4 percent growth in international business up to 12 percent for
domestic business and 13 percent for international education. Mainland China
contributed ove r50 percent of the growth in international revenue. Section 1.5

The pandemic and recovery

The sector is now at an inflection point. Section 2.1

5. Covid -19 hit jobs in the Visitor Economy disproportionately hard. Over
11 percent of Visitor Economy jobs were lost in the year to December 2020, compared
to 2 percent of jobs economy wide. The lack of workers, including international
workers, has limited operations in some regions and sectors.

6. Domestic holiday and VF R segments could recover before 2023, if industry
can refocus. Modelling predicts  that these segments could recover well while
Australians are prevented from travelling overseas  or arereticentto  do so.

1 Australian Bureau of Statistics (ABS), Australian System of National Accounts ; Tourism Research Australia

(TRA), National and International Visitor Survey results
2 ABS, Detailed Labour Force, December 2019 quarter
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7. The domestic business -travel segment can recover bu t has been disrupted
Spend fell by 53 percent in 2020 and has been structurally disrupted with the rapid
acceleration of remote  -working technologies. It may never recover to its pre -Covid

rate of growth of 1 2 percent peryear between 2015 and 2019

8. Inter national travel can recover, with timing depending on vaccine success
and the reopening of the international border. International spend dropped
75 percent in the year to December 2020. Assuming a successful global vaccine
rollout, modelling suggests that pent -up demand will return international holiday and
VFR to their pre -Covid levels sometime before 2025.

9. International education will recover, but speed and timing of recovery is
uncertain . The pipeline of international students to Australia has been severely
disrupted by the closure of international borders. Timing for r ecovery of the market is
uncertain, with some analysis predicting it may take several years once borders
reopen.

Understand our markets

10. Global visitor trends will affect market segm ents. Over the next decade, there
will be accelerating trends in an expanding travel -ready middle class throughout Asia,
the rise of millennials as the biggest age -based category, the ageing populations of
Australia, Europe and Asia, and the rising propens ity for travel by people with a

disability or with accessibility issues. These and other visitors are also likely to be
seeking more in the way of immersive, nature, active, authentic and experiential

travel, digital innovation, both in travelling to and w hile at the drawing attractions,
and safe, sustainable, environmentally friendly travel.  Section 3.1

Opportunity: Consider how to cater for accelerating demographic trends and
shifting visitor preferences in all destinations and businesses, with more
opportunities to specialise as sub -segments grow larger.

11. The Visitor Economy has a generational opportunity to increase its share of

Australiansd t r Austealia spepds male.per capita on travel than any

other nation. However, Australians spend a larger share of this expenditure on
international travel (30 percent ) than the global average of 25 percent T meaning that
there is room to shift more spend towa rds domestic travel. In the wake of the

pandemic, more people will travel domestically and explore new destinations.

Section 3.2

Opportunity: Consider how to capitalise on the longer -term opportunity to

build relationships with new domestic visitors during this period of
unprecedented disruption (e.g. promote and incentivise return visits from
new visitors).

The Visitor Economy 14



under pi

12. Business travel has been permanentl y disrupted by the widespread
acceptance of virtual meetings.
Priorto Covid-19, busi ness travel wasgrowingsldmestidsegméns f ast est
The pandemic vividly demonstrated the capacity of digital channels to handle most
day -to-day business meeti ngs. Section 3.3
Opportunity  : In aworld of slower growth in business travel , t hose heavily
reliant on the business segment may consider building closer relationships
through immersive experiences, and finding ways to diversify into other
visitor segments.
13. The international holiday market has growth potential in Asia to balance the
existing core English - speaking and Mainland China markets. Section 3.4
a) Developed English markets remain a large, core market. They were our
largest market in 2019, their $2.7 billion spend accounting for 2 6 percent of the
total, although growth had slowed to just 5 percent .
b) China has dominated recent growth, to our benefit. China rose from
14 percent of international spend in 2010 to reach 20 percent in 2019, or
$2.1 billion. This boosted our global market share of spend by a healthy
2.4 percent per year (rather than 0.4 percent without China). However, it also
concentrated our source markets: the pro portion of spend from our top 5 markets
rose to 54 percent , up from 48 percent 6 years ago.
c) Developed Asia and Emerging Asia are growing strongly.
Spending by holidaymakers from Japan, South Korea, Taiwan, Hong Kong and
Singapore reached $2.44 billion i n 2019, after growing at a n average of
10 percent peryear from 2015 . The emerging nations of Southeast Asia were
outpacing them with |, for example , Indonesia 6 @nd Thailand 6 spend growing at 19
percent from 2015 to 2019.
d) Working holiday makers (WHMs) contribute economically and culturally.
WHMs made 308,000 trips to Australia in 2019, spending about $2.6 billion, a
third of it in the regions. 3 That spend would rank  fourth among markets if WHMs
were considered a marketin their own right , equal to the holiday and VFR
segments of South Korean visitors. 4 They also perform critical, largely seasonal ,
jobs in regional areas, particularly in hospitality and agriculture, and make strong
cross - cultural connections and international r el ati onships that
6soft powerd® overseas.
Opportunities: Once travel opens up, consider accelerat ing efforts to promote
Australia to the growing middle class in our fastest - growing markets of
Emerging Asia, India and Developed Asia, with tailored strategies to provide
compelling experiences for visitors from these markets.
3 TRA, International Visitor Survey results ; Tourism Accommodation Australia, 2019, Report into second year visas
4 TRA, International Visitor Survey results
5 Law Institute Victoria, Inquiry into Working Holiday Maker Program , 5 August 2020.

The Visitor Economy
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14. The high -end market, both international and domestic, is attractive for
Australia.  Section 3.5

a) lItisahigh -growth market, in which Australia is underperforming .
Globally the high -end market is growing at 6 percent peryear (50 percent faster
than the total market), while in Australia it is growing at only 1.8 percent per
year.

b) International travellers are looking fo r what Australia has. The three
biggest global sub -markets are demand for (i) sun and beach, (ii) adventure, and
(iii) culture and food.

c) Domestic travellers may be ready now. Australian travellers who are willing
to spend $1,000 per night were ten times more likely to do so overseas than at
home 1 but the borders are now closed.

Opportunities: Consider promoting destinations with the greatest
opportunity to build or upgrade luxury offerings, looking to international and
Australian examples and experience for inspiration.

Give compelling reasons to come

Education

15. The valuable international education market has growth markets to develop,
particularly but not only in Emerging Asia. Section 3.6

a) International educ ation is valuable. After growing at 13 percent per year for
the 4 years to 2019, international education now accounts for more  Visitor
Economy spend than international holiday travel. When combined with
international students staying over one year on their trip (who are not counted in
current measurements of the Visitor Economy), total education spend reaches $40
billion and total economic contribution reaches over $20 billion: doublet hat of all
other international visitors combined. International education also helps develop
strong relationships with other nations, and visitor markets from them.

b) There is an opportunity to diversify into emerging markets. Chinese
students accounted for 55 percent of market spend in 2019, too high to be
sustainable. However, Australia also enjoyed strong growth from India
(22 percent ) and Emerging Asia (9  percent ) from 2015 to 2019, while the large
US, Taiwan and Japan markets also grew at 3 ,8and 7 percent respectively over
the same period.

Opportunities: See next two findings.

16. The education sector is at immediate risk of international students switching
to other provider markets through the Covid -19 disruption . The international
student pipeline to Australia has been severely disrupted. International student
enrolments fell 17 per cent in the first quarter of 2021 compared to the same period in
2020 . A November 2020 survey found that 53 percent were considering switching to
another destination if they could start face -to -face tuition there sooner. Section 4.4
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Opportunit  ies:

1 Consider all potential avenues to encourage international students to
return as quickly and as safely as possible to start or resume their
studies

1 Consider further innovation in online and remote technologies.

17. The education sector is vulnerable inthe longer term, with some challenging
perceptions and a more competitive international education market

Some international students consider Australia an expensive place to study , and some

have voiced a concern of no  tfeeling welcome in Australia . For example, international

students are currently four times mor & liink eAluysttraoalri
than they are in the United Kingdom . Market competition is also increasing, as

traditional source markets increasingly invest in the quality of their educational

institutions. Finally, the widespread adoption of remote learning may not only create
opportuniti es fintematiénal sttdenanhaiket 6 s, but may also reduce the
time and money students spend in Australia . Section 4.4
Opportunities:
1 Consider how best to t arget students from growth markets , including
promotion of the working options for international students.
1 Consider how best to maintain Australia 6 gremium price positioning )
including  engaging our unique and welcoming multicultural
communit ies, while continuing to enhance the qual ity of educational

experience for international (and domestic) students.

Destinations

18. Cities have the capacity to sustainably raise visitation levels to match their
6l iveabilitydéSediamd.ki ngs.

Australian cities sit disproportionately high in The Econornansktionsgs of t he wo
most liveable cities (5 in the top 20 in 2019; Sydney and Melbourne in the top 3), and

the QS rankings of best cities for students (5 in the top 50). However, Sydneya nd

Melbourne are the only ones to make Eur o mo n il00anosh svisited cities 1 and only

just  and they make up 30 percent of Australiads total Visitor ECc«

Opportunities: Consider extending:

9 coalitions to ensure that city strategies have a s trong Visitor Economy
vision with one or more city drawcards (icons, events, nightlife, culture
or education) and clear target markets

9 collaborative effort s to improve digital and physical infrastructure, and
investments in drawcard experiences and their p romotion
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19. Regions have the capacity to offer more integrated
compelling experiences and infrastructure. Section 4.2
a) More regional destinations in more states could attract more visitors.

b)

<)

d)

There are no destinations in Tasmania or South Austr e
10 locations for either domestic and international visits, and Western Australia and

the Northern Territory have only the Margaret River (domestic) and Uluru

(international). Five of th etop6 i nternati onal destinations are

Reef 6 n ocoadtieea st

Domestic visitors are the priority near -term market. Regions outside capital
cities account for 4 8 percent of Visitor Economy revenues. Over 90 percent of that
spend comes from domestic visitors to a wider range of destinations. Other

destinations that rely more on international travellers will have to compete for

domestic business in the near term.

Increasing awareness of Indigenous experiences and improving business

capab ility are keys to successfully embedding the Indigenous experience

into the overall visitor economy and visitor experience . Research shows
that the demand for Indigenous experiences should grow significantly with better
awareness of the experiences availa ble. Meeting the demand must be done in a
way that balances respect for traditional ways, while implementing best business

and customer experience practices.

For sustainable growth, destinations will need a collaborative 7 - point
plan. To benefit from global trends and manage emerging risks, regional
destinations would  have to confirm that they have a collaborative 7 -point plan
that comprises a compelling anchor attraction, a supporting ecosystem of

activities, seamless physical and digital access, opti ons for high -end
accommodation, strong promotion, a strong social licence to operate and

dedicated management of resilience and sustainability risks. Activities may be
selected from the growing trends for authentic, adventure, cultural, indigenous,

luxury, digital and eco -tourism experiences.

Opportunities:

1 Consider how to improve business capability and awareness of
Indigenous experiences in a way that balances respect for traditional
ways and implement s best customer and business practices.

1 Consider how bestto p rioritise destinations with high potential, and to
accelerate their growth through a collaborative 7 - point plan.

20. Business and consumer e vents will play a critical part in long -term and post -
pandemic strategies for national, city and regional visitor economies.
Section 4.3

a)

Events have multiple, critical roles for the Visitor Economy. Events drove
over 10 million visitor trips in 2019, with international business  eventgoers
spending 80 percent more per night than international holiday makers. Their
broader benefits include adding $ 5 billionto the Australian economy , stimulating
and underwriting infr  astructure investment, and building our national profile and
international relationships.
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b) Coordinated event strategies at national, city and regional levels pay
dividends.  Successful event destinations organise and promote an annual
calendar of 1 0 to 15 anchor events, with aligned satellite events and highly skilled

delivery teams. Funding pools can be a wise investment: for example , the
Business Events Bid Fund has generated $31 value for every dollar invested since
July 2018.
Opportunities: Consider how best to:
1 leverage events to kick - start travel post -Covid

9 stimulate and promote a calendar of events in destination strategies
and

1 explore financial enablers such as funding pools to mitigate upfront
costs .

Make their stay

Workforce

21. Toaddto the immediate labour supply, the sector might consider rapid

reskilling programs, higher wages, and the relaxation of work restrictions.
Industry interviews reveal that labour shortages are reducing the availability of
hospitality services. Accommodation and f ood services had lost 83,000 jobs through

the pandemic to February 2021, the most of any sector. However, businesses in the
Visitor Economy may consider the impact of these subsectors having the lowest hourly

wages of any sector ($26 per hour), 33 percent below the average of $39 per hour.
Visa rules may be unnecessarily constraining in -country international visitors from
contributing to the workforce . Section 5.1

Opportunities:

9 Consider the potential for enhancing wage levels and reskilling efforts

1 Consider reviewing restrictions and processing times for visas,
particularly for work and holiday and temporary skill shortage visas

1 Consider early re - entry of working holiday makers and inte rnational
students

22.  While the Visitor Economy should be providing skilled personal service and
immersive experiences, much of the workforce it relies on is relatively low -
skilled, lowly paid and vulnerable. Almost half of the workers in the Visitor
Econom y are part -time, they are 6 times more likely to be seasonal than in the rest of
the economy, and two  -thirds are on wages 33 percent lower than the average wage.
Modelling predicts that the Visitor Economy will need 120 percent more people with
cognitive, social and technological skills over the next 10 years, but Australia will have
a shortage of about 750,000 people with such skills (and a surplus of 1.1 million

people with lower skills or qualifications). Section 5.1
Opportunities:
9 Consider how best to nurture the workforce as a competitive
advantage
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I Consider the best formal and informal means to develop the necessary
mix of cognitive, social and technology skills

i Considere nhancing national mechanisms to assess the state of the
labour market and suggest actions to match demand with supply

9 Consider drawing on more diverse and underemployed labour sources
including  people with a disability and older Australians
Digital
Digital is transforming the end -to - end visitor experience, raising expectations for adoption

and innovation.

23.  Visitor preferences and expectations have already shifted towards digital.

Many visitor segments are already heavy digital users in reviewing, book ing and
paying for their travel: mobile travel booking had reached at least 36 percent in 2019.
Covid -19 has accelerated that trend: in just a few months of 2020, consumer adoption

of digital tools in everyday life had vaulted forward over 5 years. Section 3.1

24. The extent to which providers are being disrupted by digital technologies,

and their intent and capacity to respond, is highly variable. Travel agents and
distribution channels are being heavily disrupted by digital intermediaries and may
find greater returns by servicing more complex travel needs. Small and medium  -size

enterprises (  SMEs) comprise approximately 95 percent of businessesint he Visitor
Economy, yet 56  percent of surveyed SMEs remain tentative. Leaders are starting to
reimagine the end -to-end visitor experience through digital lenses . Section 5.2

Opportunities:

1 Consider how best to m obilise efforts to connect visitors, destinations
and providers through digital platform S.

1 Consider enhancing links between Visitor Economy leaders and the
start -up and innovation ecosystems

1 Consider additional ways in which SMEs can adopt digital platforms
and skills .

1 Consider policies to stimulate innovation and ensure that the gains of

digital adoption are not concentrated in global tech giants

Aviation

The aviation industry may support growth in international markets with more point -to - point

long - haul flight s, investing in digital solutions to enhance  airport capacity, and leveraging

emerging technology on domestic and international routes. Section 5.3

25.  Aviation to and within Australia is competitively priced , given distance
handicaps.  Prices on most inbound routes have been falling since Chinese airlines
commenced inbound flights in 2015. Average fares within Australia in 2019 lay
midway between European and US fares for all trip distances. However, that avera ge
is due to low fares on high  -traffic routes, and there are no apparent market -based

solutions to the relatively high fares on many regional routes.

26. When borders open, there may be capacity constraints on inbound routes
from target growth markets. Most i nternational flights rely on Middle East or Asia

The Visitor Economy 20



hubs, leaving gaps on point  -to - point connectivity with key growth markets (e.g. just
two direct flight routes per week between Australia and India in 2019). This may

worsen as foreign airlines rationalise a nd consolidate their routes post -Covid , despite
Australiads range of O6open skyd agreement s.
Opportunities:
1 Consider how best to implement the review of Kingsford -Smith
international bottlenecks until WSA provides a long -term solution
1 Consider further i nvestment in and policies to support long -haul

technology that enables more direct flight options, as an alternative
to hub transits

27. Technology improvements to long - and short -haul aircraft, biofuels and
airports may wor k i n Aulsongerarhnige bwer feaigston aircraft are
addressing sustainability issues as well as international connectivity. Airlines are
pursuing sustainable aviation fuels to reduce costs and address emissions. Western
Sydney Airport ( WSA) will demonstrate the benefits of a digitally enabled airport, in
addition to alleviating Sydney-desm, ¢TOPp (secticattake coenst r ai
off and landing) technology may introduce competition and allow more point -to - point

travel on domestic routes.

Opportunities:

1 Consider fu rther investment in technology that addresses
sustainability concerns and enables more long -haul, point  -to - point
options
Consider making carbon -of fset progr-amsddéopther -t han o6op
Consider how to | everage WSA as a model for future airport upgrades
Consider infrastructure that enables new VTOL technology, not only in
capital cities but also in regional hubs

1 Consider further policies that encourage new business models and

technologies

Accommodation

The sector may need to hold its nerve and invest selectively now to meet the forecast

growth ahead, particularly in high -end and peak -season accommodation, in addition to

better all -year utilisation of existing stock. Section 5.4

28. Pre -Covid , accom modation was facing capacity constraints. In 2019, annual
average occupancy rates exceeded 80 percent in many cities, well above the global
average of approximately 60 percent . After low investment from 2000 to 2015, an
upswing was halted by the pandemic before all needs could be met. If the
international market bounces back as forecast in 2025 1 26, travellers may not be able

to find rooms even outside peak times.

29. There is a shortage of high -end accommodation, particularly in regions.
In many attractive areas, travellers are paying less than they are prepared to. For
example, about 30  percent of travellers to Alice Springs, Adelaide, Tasmania, Barossa,
Canberra, Brisbane and the Kimberley are high -end * three times more tha
proportion of high -end roo ms available .
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30. Traditional supply may not meet peak - season demand. Investments in
traditional supply may either fail the full -year business case or lead to destination
overinvestment. The sharing economy (e.g. Airbnb) supports some demand, but may
induce ¢ ommunity resistance and raise social licen ce concerns. Destinations may
diversify asset use and promote off -peak stays to offset seasonality.

Opportunities: Consider how best to achieve the right mix of traditional and

non -traditional supply to meet the needs of visitors , including how to secure
and hold community support , and consider how best to provide certainty for
investment on borderre -openings and approval processes.

Competitive visas and border experiences

31. Visa availability may not meet the needs of target growth markets. Readily
available visas are essential to fill short -term gaps in the Visitor Economy workforce,
for business visitors to be able to travel at relatively short notice, and for the decisions
of education and holiday visitors. Section 5.5

Opportunities: Consider whether and how to ensure that visa costs,
processing time and conditions, and border experiences are competitive with
peer markets.

Collaboration across the Visitor Economy

The Australian Visitor Economy is seeking to recover from the impact of  Covid -19,
modernise its supply side, modernise and diversify its destinations and diversify its longer -
term markets.

Achieving these objectives is more than possible, just as it was through collaboration

between the industry and Austral ian, state and territory governments onthe  Tourism 2020
Strategy . There is an opportunity to expand and enhance this collaboration to meet and
manage the challenges of the next decade. Chapter 6
Opportunities: Consider what might be needed to:
91 Clearly define roles, increase coordination and reduce duplication in Visitor

Economy collaboration at all levels

i Fosterac ollaborative, cross -regional approach to marketing and developing
our destinations, attractions, and supporting infrastructure

1 Maximise certainty around trading conditions and forecasts

1 Review differences in conditions for city and regional investment to ensure
that drivers and barriers are fully addressed

1 Increase transparency and efficiency of ap proval timelines, and remove
unnecessary obstacles to investment , and

1 Explore opportunities to aggregate data (from providers, governments and
third parties) and to share analyses to better inform strategies and
initiatives
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1The Visitor Economy to 201

Visitors have different purposes, seek vastly different experiences, and are willing to spend

vastly different amounts. A visitor is anyone who travels within Australia for less than a

year. They may be visiting on holiday, visiting friends and relatives, on business or for work,
or for education.

Their stories are diverse: an 18 -year old international student coming to Melbourne to

study, a 36 -year -old contractor flying in and out of the Pilbara, a 54 -year -old theatregoer

from interstate taking in the Adel aide Fringe, and a 72  -year -old American enjoying

retirement with a first visit to the Reef. Very few 6
consumers.

Fulfilling all their desires takes an extremely diverse set of businesses, spanning several
industry sectors  and operating across cities and regional destinations. The Visitor Economy
takes in anyone who provides or promotes services to visitors, and goes well beyond
6touri smob.

These various businesses, destinations and Vistaustries
Economyé6é. Sectors in the Visitor Economy such as tour
have their own histories, institutions and challenges. For Australia to fulfil its potential for a

prosperous, resilient and sustainable Visitor Economy, th ey must see themselves as part of

the one industry sector.
In this chapter:

1.1 Defining the Visitor Economy sets out its diverse international and domestic
markets and provider segments

1.2 The Visitor Economy is essential is a snapshot of its financial and broader national
value
1.3 Visitor contributions sets out how each segment of visitors contributes economically
to Australia
1.4  Visitor Economy contributions to sectors and regions suggests how visitor
spending adds value to Australi,afils many sectors an
1.5 Success in delivering the 2020 Tourism strateg y reviews how the Visitor

Economy exceeded the targets it set for the decade

1. IDefindrhge Visitor 6Economy

At its broadest level, the Visitor Economy includes:

1T those who either consume or desire services for st a
Visitor Economy Omarketsd, orand he o6t he demand si ded)

1T those who either provide or promote any one of thos:
si ded)

Our visitors are diverse

This report adopts the industry defi nivisilors,wwareor 06do me
travelling for one of 5 primary services set out in Table 1.
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i1 Domestic visitors are Australians or residents who travel either for one or more

overnight stays at least 40 km from home, or a day trip longer than 4 hours and more

than 50 km from home .6 In 2019, there were 36 6 million domestic -traveller trips. (Those

making short, |l ocal day trips are therefore not par!
1 International visitors are non -residents who visit Australia for less than a year, for any

purpose .7 In 2019, there were 9.5 million international -traveller trips.

Table 1:The 5 visitor segments

Holiday Travel for the primary purpose of rest, recreation, and
leisure (including participating in sport, attending
sporting, cultural events or festivals, shopping, or
accompanying a conference attendee)

Visiting friends and Travel for the primary purpose of visiting friends and
relatives relatives, including weddings

(VFR)

Business Travel for purposes relating to employment (including

fly -in-fly - out work, meetings, conferences, conventions
and training)

Work (International travellers only) Travel for the primary
purpose of ongoing employment and work at the
destination

Education (International travellers only) Travel for t he primary

purpose of study/upskilling in Australia (for less than a
year at a time)

Providers are equally diverse

A 6providerd in the Visitor Economy is anyone who pro
any part of a-to-éndéxpenenad.s Géevendhe diversity of visitors, it is not

surprising that the providers who cater to them are equally diverse. They span at least the

8 subsectors setoutin  Table 2.

Within these subsectors, the Visitor Economy spans a great range of businesses, from global

airline and accommodation brands through to our 312,000 small businesses. Over 95

percent of these businesses employ fewer than 20 people, and only 1 1 percent earn over
$2 million per annum.

Specifical ly, those residents who are at least 15 years old, and have lived in their current private dwelling in

Australia for at |l east three mon tahesatleadt#Oe ikmfor@rvovesnightgsiporavi t hi n Aust |
day trip longer than 4 hours and more than 50 km from home.

International students who stay for longer than 12 months without returning home are therefore not included

in Visitor Economy statistics or analysis, unless otherwise stated.
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Table 2:Sub -sectors participating wholly or partially in the Visitor Economy

Accommodation Places travellers stay, including hotels, resorts, motels,
serviced apartments, caravan parks, B&Bs and sharing
economy providers (Airbnb) , etc.

Aviation All airlines and airport services

Culture, arts and Cultural services, heritage sites, museums, nature

recreation reserves, casinos, other gambling services and sports and

recreation services;  including function and event centres

Travel agency and All businesses and individuals acting as agents in selling

information services travel, tour and accommodation services, and providing
travel arrangement and reservation services for airlines,
cars, h otels and restaurants

Education and training Tertiary education and adult, community and other
education services (attributable to the Visitor Economy)

Food services Places that serve food and drinks, including cafes,
restaurants and takeaway food serv ices (including
catering) and pubs, bars, taverns and clubs

Retalil All retail trade , including motor -vehicle, fuel, food and
other store -based sales

Ground transport Water, rail, road transport (incl uding taxis), passenger car
rental/hiring and transport equipment rental , and scenic
and sightseeing transport, incl uding cruising
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1. 2The Visitor Economy i s esé&emteildlbetiagAtL

Australiads Visitor Economy spans our national econon
identity. A strong Visitor Economy indicates that our confidence, curiosity and communities
are also strong, underpinning personal experiences. This section considers:

i the economic value of the Visitor Economy, relative to other sectors , and

T the value of the Visitor Economy both to 6Brand Aus:
perceptions as Australians

The Visitor Economy is a surprisingly large slice of the Australian e conomy

As we have seen, the Visitor Economy is not a single sector or industry, and so the term

rarely appears in the Australian Bureau of Statistic s national accounts. To aggregate its
contributions, we need to identify how much of the retail, education, travel, transport and
business and professional -services sectors serve domestic and international visitors.

If considered as a single sector, the Visitor Economy: 8

i earned over $39.6 billion in exports in 2018 -19, making it Austiggest i ads f oul
expor t earner (see Figure 2) ,

i earned over $132.6 billion (or $138 billion in calendar year 2019) in spend that added
$61.2 billion to our gross domestic product, a contribution that grew 34 percent in the

5 years leading up to 2018  -19, compared to 22  percent for the economy as a whole

9 provided 686 ,000 jobs for morethan 1l -in-20 Australian workers  (December 2019 ), the
economy 6 s -laegesy baurbe of jobs , and

i sustained over 312,000 or 1 -in-8 Australian businesses
Figure 2:The Visitor Economy is significant for exports and jobs
Export earnings Number of jobs per industry
2018 -19,$B * Nov 2019, 000s @
1. Iron ore 772 1. Hea}lth care and social 1,776
assistance
2. Coal “ 2. Retail trade 1,263
3. Natural gas 49.7 3. Construction 1,188
4. Visitor economy 2 39.6 4. Profession_al, scientific 1,161
and technical
5. Gold . 18.9 5. Education and training
8. Visitor economy 686
1. Depart ment of Foreign Affairs and Trade, 6Trade and Investment at a Glance 202
2. ABS, Australian System of Nati onal Accountsd and Tourism Research Australia.
3. ABS Satellite Accounts, December 2020; ABS Labour Force Survey, November 2020.
8 Australian Bureau of Statistics (ABS), A ustralian Syst em of National Accounts ; Tourism Research Australia

(TRA), National and International Visitor Survey results
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Australiabés brand also benefits in many indirect

The Visitor Economy helps shape what people think of Australia, an impact that is valuable

inits own right, whichinturn helps underpin future sp  ending decisions. Many young

international visitors entrust Australia with their formative experiences, through their

education and long holidays, working or not. At their best, these experiences give our

visitors lasting memories and international network s, and in some instances can lead to

visitors investigating temporary or permanent migration. It also give s Australia longstanding

goodwi | | and relationships that are invalwuable to our
to influence global outcomes h as now placed it in the top 10 of the Global Soft Power Index ,

ahead of countries like Russia and Italy with similarly sized economies. °

Similarly, the Visitor Economy is important to our own national psyche x what Australians

think about themselves and t heir country, collectively and individually. Australians are not

alone in being sensitive to how we think of ourselves and to overseas perceptions of us. The

Visitor Economy both forms and tests those perceptions, as it promotes, attracts and

enablestrave | t o and throughout the continent. Do we feel
workplace, or the whole gamut of its natural and created possibilities?

As the Visitor Economy accounts for more and more of our national economy and activity,

themorepowerfu | Iy it will shape national and international
more its strategies align with our broader national and personal objectives, the greater their

chance of success.

1. Vi si tor contributions to the Visitor E

The Vi si t orsaggeegatesineyardd complexity ensure that it will remain a national
priority. However, more granular analyses help determine which parts of the Visitor
Economy are the most valuable and have the greatest potential, or the greatest needs.

This section zooms in from the big picture to consider:
1 how the domestic segments dominate Visitor Economy spend , and

i1 how international segments make surprisingly large contributions to the Visitor
Economydés GVA

These divisions have implications for broader social and economic policy, such as the
national objectives for economic growth, migration and visas, jobs and regional workforces,
health care and education.

Domestic travellers account for 77 percent of total spend

Figure 3 below takes the $138 billion overnight spend by visitors on their experiences in and
around Australia in 2019 and breaks it down by both visitor origin (domestic and
international) and purpose (holiday, VFR, business, education and work).

Looking down the figure shows that d omestic travellers dominate the sector , spending
$107 billion on their 366 million trips, or 77 percent of the Visitor Economy total. The
$10 billion spent by international holiday makers was well shy of the $53 billion spent by

9  Brand Finance, Global Soft Power Index
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Australians on domestic holidays, the $26 billion Australians spent on business trips within
Australia, and even the $21 billion Australians spent visiting friends and f amily here.

However, international students who stay for more than one year on one trip are not

included in formal measures of the Visitor Economy (they are instead considered temporary
migrants). If they were, their spending of $28 billion in 2019 would take the total spend by
international students to $40 billion, easily the second largest of all segments.

Looking across the figure highlight s that holiday visitors are matched (domestically) and
outspent (internationally) by other segments of the Visitor Economy. Of the $31 billion
spent by international visitors in Australia, only 3 2 percent or $10 billion is holiday spend,
which is less than the $12 billion spend from students and similar to the $9 billion from

business, working and VFR visitors combined

Figure 3: Domestic travel makes up 77 percent of visitor spend

Visitor Economy spend

2019
Total
$138B
Domestic Holiday Business
$107B $53B $26B
7% 38% 19%
International il Holiday Education
$31B $10B $12B Student visitors are those
23% 8% 9% staying in Australia less than

one year on any one trip. 1% 3%

International students outside the Visitor Economy SideniswhojstayinfAustraliatiogmorejthanione i
$28B year on any one trip are G6temporar

and not counted in Visitor Economy statistics.

1. Includes only the proportion of international airfares that represent a cost base in Australia
Source: Tourism Research Australia, International and National Visitor Surveys

International visitors add more value per dollar spent

The direct -spend view only tells part of the visitor story. Firstly , if Australians did not spend
their $107 billion travelling domestically, they would likely have spent much of it on
something else that would add to  the Australian economy. In contrast, the $31 billion spent

by international visitors in 2019 all added to aggregate demand in Australia. As well,
domestic and international visitors have different spending patterns. International visitors

are more likely to stay in commercial accommodation (instead of with friends), eat out

(instead of self -catering) and go o n tours (instead of independent travel) i all higher value -
adding activities.

This additional value of international visitors is shown in Figure 4. Although international
visitors contribute only 23 percent of the total spend , they add more value for each dollar
spent, and so their share of value -add risesto 30 percent of the total.
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Figure 4: Each dollar of international spend is a third more valuable than domestic spend

Share of spend ... Adding value at t hiGsneratad ths sidare of GVA
2019, % $ GVA per $ spend, FY19 2019, %

International visitors

Domestic day trips

Domestic overnight trips 59

Source: TRA International and National Visitor Surveys

Equally interesting is the broader economic contribution o flonger -staying international
visitors. People visiting Australia for education or working holidays often work part -time or
full -time to fund their stay. For example, 2016 census dataindicate that51.8 percent of
international students were employed on census night, % and Tourism Research Australia
(TRA) data show that 80  percent of working holiday makers worked during their stay in

2019. 1

Figure 5 showsthe full extent of the GVA contribution of international students. Those in the
Visitor Economy (staying less than one year per trip) contributed $4.6 billion in 2019.
However, the contribution of those who stay more than one year was greater, and lifted the

total contribution of international students to $20.7 billion : almost as much as the GVA of
domestic holiday makers , and more than double the combined GVA of all other international
visitors .

The significance of this holistic approach to international educatio n cannot be understated.

Without a viable international education sector, the visitor economy loses one its largest

and fastest growing components. Policies that affect students and education providers

within the Visitor Economy may best be considered with those affecting Austral:.i
international education sector. International students make other significant direct and

indirect contributions to the Australian economy, notably through their participation in the

job market (including in Visitor Econ omy occupations) , and also drawing their friends and

relatives to visit from overseas.

10 ABS, Insights from the Australian Census and Temporary Entrants Integrated Dataset
11 TRA International Visitor Survey, 2019
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Figure 5: Net economic contributions are relatively high for long - stay international visitors

Contributions of visitor segments
2019

Share of Visitor

Economy spend Trips Total GVA contribution 3 GVA Per visitor
Segment % #M $M

Domestic Holiday _ 38 158.1 _ 21,307 .
VFR S 1087 Bl : e o
Business - 19 61.5 - 10,320 168

Other I 5 37.6 I 2,880 77
Inter - Holiday + VFR . 11 6.6 . 5,838 882
national
Business |2 1.0 I 863 852
Education i all B 0.6-1.0 1 B o 20600 7,693 1 21,768
international students ’ ’
Work | 1 022 n/a e

Sources:  TRA International and national visitor surveys; ABS tourism satellite accounts; team analysis

1. Assumes one trip per international student.
2. Assumes 50% of trips are temporary migrants and 50% working holiday makers
3. GVA based on what each group spends in the Australian economy. All international students (both Visitor Economy and those sta yin g more than one year)

1. i sitor Economy contributiogqisons sectoc

The Visitor Economyds si zeaiddervedifrantaidivensadangead nt ri but i on
domestic and international visitors. Their spend is then divided between:

1 eight major sectors of the Australian economy , and
1 Au st r adifferenfregionsand c ities.

Understanding these contributions helps in designing policy and collaboration across the
Visitor Economy: see Chapter 6.

Contributions to industry sectors beyond O0travel

Again drawing onthe  TRA 2019 data, Figure 6 shows how the Visitor Economy adds at least
$56 billionin valueto  each of 8 industry sectors, with large variations in the amount of that
contribution. As  one might expect, the T ravel agency and information centre services,
Accommodation and Aviation sectors secure up to 95 percent of their revenues from
visitors. Ground transport, Food services and Culture, arts and recreation receive a lesser

share of their revenues from them , and Retail trade and Education and training less than
one -tenth.
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Figure 6: The Visitor Economy contributes to many sectors

Sectors

VE contribution to industry GVA
2019, %

VE direct value add
FY19, $M

Travel agency and information centre
services

Accommodation

Aviation *

Transport

Food services

Culture, arts and recreation

Retail trade

Education and training

All other industries

Total visitor economy

1. Aviation and transport sectors split based on assumption that aviation is 75% of the air and water and other transport sector
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Source: TRA International and national visitor surveys; ABS tourism satellite accounts; team analysis
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Contributions to regional destinations

Finally, the sector is critical for some regions and niches of our economy. Visitor spend is

split almost evenly between our eight

(together,

t wo

state and territory capitals and the rest of Australia
6t h e Figuee g7i. Howevdy, while @ueciies receive substantial income
from both domestic and international visitors, our regions receive over 90
Economy spend from domestic travellers.
consider that

percent of Visitor

2 That figure becomes even more stark when we
0 r eigLassetern(Uldru) d ansl tTiopical Nortb Queensland
(the Reef) x gainjust 34 percent and 26 percent of their spend from

international tourists.

In effect, then, most regions are almost completely dependent on domestic travellers.

Given these diverse economic metrics, actions taken in different parts of the Visitor
Economy will have very different implications for job crea

in different parts of the country.

12

TRA, International and National Visitor Survey

tion and for economic growth,

The Visitor Economy

31



Figure 7: The Visitor Economy is split evenly between cities and regions

Visitor spend City Regional
2019 52 % 48%

Domestic
$107B $46B $61B
T7%

International
$31B $26B $5B
23%

Source: TRA International and National Visitor Surveys

1.5 uccess in delivering the 2020 Stratec
The Visitor Economy grew very strongly in the 5 ye ars leading up to the pandemic, on
average by 9 percent per year, to meet the very ambitious goals set out in Tourism 2020 .%8
All segments of visitors contributed to this growth, ranging from 4 percent growth in
international business up to 12 percent for d omestic business and 13  percent for

international education. 4

In particular, domestic travel was very healthy. All major segments of domestic travel

increased their number of trips well beyond population growth in the 5 years to 2019 T

holidays by 6 percent , family visits by 8 percent and business trips by 14 percent : see

Section 3. 2 below. This is particularly important ,given how reliant Australiabd
economies are on domestic spend.

In addition , Australia had successfully aligned with China 6s economic rikkillon Of the
growth in international spend between 2015 and 2019, students from Mainland China

accounted for $4 billion, and inbound Chinese holiday visitors contribut ed another

$132 million. At the same time, Australia has been gain ing share of travellers from Hong

Kong, Singapore, Taiwan, Indonesia, Vietnam and the Philippines . As well , the number of

travellers from India and Japan has been growing at 14 percent and 10 percent respectively

over the period .1°

13 Tourism Australia, 2011,  Tourism 2020 .

TRA, International and National Visitor Surveys
15 TRA, International and National Visitor Surveys

14
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2 .

Australiads Visitor Economy did extremely well

the 2007 71 08 global financial crisis, and exceeding almost all performance metrics in the
Tourism 2020 strategy. 1©

The sector is now at an inflection po int. Many of its participants have borne the full brunt of
the Covid downturn, while some are unable to cope with domestic demand. We are only
part way through the pandemi c, its endpoint
uncertain.

This chapter ¢ onsiders this point in history from two very different perspectives:

2.1 Covid -19 impact and recovery is our best assessment of how hard the pandemic
has hit the Visitor Economy and when it is forecast to recover.

2.2 A 2030 vision for the Visitor Economy looks back from late in the decade to what

the Visitor Economy may achieve if it adopts the findings in this report.

The following chapters detail how our ci ties, towns and businesses may achieve that vision
by offering more diverse and complete experiences to a more diverse and growing market.

That is not to say it will be easy. Even before Covid-19, Australiabds Vi

structural weaknesses, incl  uding an over -reliance on some key markets and destinations,
and a growing mismatch between the skills of its workforce and the skills required. The

coming decade will also bring its share of trends and disruptions, as well as risks and
opportunities posed by changing demographics and technology

ICov +1d9i mpact and recovery

The Visitor Economy was crunched hard by Covid -19, as all its participants know. The
impact was felt in all market segments, at all destinations, and by all providers. However,
the imp act has been uneven across the different segments and locations, and the recovery
will also be. Interstate travel is expected to recover more quickly, while international travel

is dependent on vaccine adoption and the speed at which international borders fully re -

iss

s

open. Meanwhile, business and student travel have not only been disrupted by Covid -19 but

also now face structural changes from the adoption of digital technologies.
This section gives an overview of the Covid experience for:

i1 the major domestic and international demand segments, and

1 the job market supporting the visitor economy.

It acknowledges that forecasts are highly sensitive to the very uncertain nature of the
pandemic and the vaccine rollout internationally.

The experi ence of particular demand segments, destinations and supply sectors are
discussed in their sections below.

16 Except international  spend (target of $52 b i $63.4b in 2020)
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Demand segment impact and recovery

Overall , spend inthe December quarter of 2020 was 43 percent lowerthan in the year

before. International spend fell by 98 percent and interstate spend fell by 69 percent , while
intrastate spend fell by just5 percent as visitors sought to avoid interstate border

closures. 7

Forecasts for Visitor Economy spend have been made by a Global Tourism Recovery Model,
using Oxford Economic recovery scenarios. Domestic spend could rebound to pre -Covid
levels by 2023; international travel might not reach its pre -Covid levels until 2025 and
while it may then grow as much as, or even more strongly than, in 2015 x 20, it may never

catchup toits pre -Covid trendlines: see Figure 8.

Figure 8: Domestic spend may recover its pre -Covid trend, while international spend has
permanently lost two years of growth

Domestic visitor spend rebound International visitor spend rebound
$B nominal p.a. $B nominal p.a.
TRA
— Actual
175 70 “777 TRA momentum case
65 pre - Covid

60
55
50
45
40
35
30
25

Tourism Recovery
Model

= Al: Virus recurrence;
slow long -term
growth; muted
recovery (forecast to
be most likely
scenario)

—— B1: Virus contained,
but sector damage;

50 20
lower long -term trend
15 growth
25 10 B2: Pandemic
5 escalation; delayed
but full economic
2010 15 20 25 2030 2010 15 20 25 2030 recovery

Source: Tourism Research Australia International and National Visitor Survey; Tourism Recovery Model based on
Oxford Economics Recovery Scenarios, Team Analysis

Business travel spend in Australia fell by 5 3 percent in the year to December 2020, and
global forecasts indicate that recovery will be slow, and will vary by proximity of destination

(making international business travel to Australia less likely), reason for travel, and industry

sector. 18 Given the instant acceptance and deep penetration of video conferencing and other
remote working tools, some believe business travel may never recover to its pre -pandemic
level . In one global survey, 30 per cent of CFOs expect that their C 0 mp a ntyadek budget
will never return to their 2019 levels .1 While individual firms may keep their spend low,
population and economic growth may see aggregate business spend recover to pre -Covid
near 2025: see  Figure 9.

17 TRA, International and National Visitor Survey

18 TRA, International and National Visitor Survey; IATA, IATA Covid -19 relief: Corporate Travel Management
Survey August 2020; Skift Research, The Travel Industry tur ~ ned upside down, 2020
9 CNBC, 6Business travel may never fully returndé, 6 November 2020
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Figure 9: Business spend may also have lost 2 years of growth

Business tourism expenditure for top 10 travel markets

US$B
1,200
Pre -Covid Business
-~ Long term drop in spend
1,000 - 9 pinsp
-
-
Al & Business
800
600
53% drop
in spend in 2020
400
200
2008 10 12 14 16 18 20 22 24 26 28 2030

Source: Tourism Recovery Model, McKinsey Global institute based on Oxford Economic Recovery scenarios;
Globaldata for historical values; Team Analysis

Jobs impact and recovery

The Australian Visitor Economy provided about 686,000 jobs in December 2019, with
positions growing at 3 percent annually since 2015. The pandemic hit that employment
hard. AlImost 90,000 jobs (11 percent ) were lost in the year to December 2020, compared
to 2 percent economy -wide. The accommodation and food -services sectors were able to
employ about 83,000 fewer people in February 2021 than they did a year earlier, while the
education and training sector has not yet replaced 37,000 lost jobs: see Figure 10.2°

While job numbers economy  -wide have largely recovered, many laid - off Visitor Economy
workers have exited their sectors entirely. The industry is also less able to access the pools

of visiting student and work -and - holiday labour than it previously could. As a result, there is
an urgent need to fill labour shortages in the accommodation and food - services sectors.
This issue is taken up in Section 5.5.

20 ABS, Labour Force i Detailed ; Tourism Satellite Accounts: quarterly tourism labour statistics, Australia,
experimental estimate ~ s.
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Figure 10 : Hospitality jobs hav e lost the most jobs in the pandemic

Jobs lost and recovered Jobs still lost
2020 -21,000s 2021, 000s

Tourism -related industries

Accommodation and food services 277 _- 83
Transport, postal and warehousing 98 _.
Arts and recreation services 93 -. 6

Retail Trade 84

Other industries

i

Health care and social assistance 73

Professional, scientific and technical services 65

Other services 55 --

Manufacturing 71 _ 20

Education and training 64 ‘ 37

Wholesale trade 20 -

Mining 11 '

Information media and telecommunications 24 - ‘ 10

Rental, hiring and real estate services 8 - ' 5

Construction 31 ‘ 31

Administrationand ~ spport services 60 ‘ 55

Jobs recovered, Feb -May Jobs recovered, May -Aug M Jobs recovered, Aug -Nov M Jobs recovered, Nov  -Feb Jobs not recovered, Feb 21

Source: Team analysis, ABS Detailed Labour Force

2.2A 2030 vision for the Visitor Economy

For Australian destinations, the short -term focus must be on survival and recovery.
However, that recovery must also set them up for the decade to come, and for the market,
techno logy, geopolitical and other challenges it brings.

The likelihood is that domestic and international travel will grow strongly through the 2020s.
People will want to travel again after lockdowns, and will want to spend money on study and
experiences rathe r than products. There are fast -growing populations of wealthier people in
our traditional markets, and fast -growing middle classes in emerging markets to consider.

This longer -term perspective opens the opportunity for the Visitor Economy.

The Visitor EC  onomy must build its future through diversifying its source markets,
modernising its offer, assets and workforce, and collaborating at all levels to do
Sso.

If destinations and businesses do take up this opportunity, supported by their industry
bodies and enabled by their governments, this is what being part of the Visitor Economy
may feel like as the decade progresses.

1 The Covid shock is a distant memory, but its lessons are not. Providers are
enjoying the largest boom in domestic travel since records beg an, in particular the cash
splash of high -end holiday makers. Investors have responded to strong demand forecasts
and low interest rates by restoring the pre -Covid investment pipeline. Workforce
vacancies and critical skill shortages have been addressed as visa restrictions were
relaxed, wages rose and workers moved from businesses that closed through the
pandemic to those that remained. A well -executed strategy for opening international
borders has seen the welcome return of education and holiday visitors, often from new
point -to - point air routes.
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1 A more prosperous, diverse and resilient Visitor Economy emerges. By mid -
decade , our visitors are more diverse and, on average, spending more. The initial surge
of domestic travel has been maintained; Australian domestic visitors are spending 75
percent of their travel budget at home, up from 70 percent , investing in great
experiences and activities as they might overseas, on top of taking breaks from day -to-
day demands. International holiday makers are more diver sified, coming as frequently
from India and the Emerging Asian markets as they do from our traditional English -
speaking and Developed Asian markets. More of these domestic and international
holidays are luxury ones, with visitors investing over $1 ,000per ni ght on Australi ai

outstanding offers of sun, adventure and food.

1T More Obulcikettd desti nat i onMoregaogle aetravellingto and within
Australia because they have more reasons to do so. Our cities are known globally as

6visited @hdnotovjewst o6l i veabl ebd. Each has it-s own pe
private coalition making sure their cities have the vision, infrastructure, drawcards,

events and promotion to break through. Australians have bucket -list destinations in each

State and Territory, drawn by anchor attraction s, efficient access, superlative hosts and

the journey itself. Destinations are investing those revenues into their assets, making

them ready for international visitors who hharve hear
the Bridge, the Rock and the Reef. Australia 0 sities and regions each have a calendar of

events spanning business, sport and culture.

i Distinctive variety and quality of experience. Australia is known as one of those rare
places that offers all types of valued experiences, at a high quality. In our distinctive
destinations, our diverse population is offering the distinctive experiences they
themselves enjoy. Visitors are impressed by the high -quality personal service, and the
range of authentic, immer sive experiences. There is a strong digital complement to our
physical attractions, and new venues showcase total digital immersion. Business, event
attendees and students will add these experiences to their trips. They notice just how
safe and welcoming A ustralia is to travel in, with local communities that support both
visitors and the businesses who cater for them. Visitors notice how Australia is adopting
sustainable and resilient practices, including taking steps to protect fragile destinations
and pre pare for extreme weather events. They will want to come back.

1 A high -quality, welcoming student experience. The international student market is
well balanced and highly valued by the broader community beyond its economic benefits.
Although Australiais a  still a relatively expensive place to study, it is recognised as a
worthwhile investment given our globally recognised quality of education. Australia
continues to be a top destination for international students due to flexible working
options, our diverse  and welcoming communities, as well as exciting travel options in
urban and natural environments. Students are as likely to come from India and Emerging
Asia as they are from Developed Asia. They rank 6 o
study, up fro m 4 in 2019.

1 Modern, s treamlined access to and around Australia . Those travelling to Australia
are able to explore, review, book and pay for their adventures through their
smartphones. Visitors from our emerging source markets will find point -to - point flights,
and | and at the worl dbés most modern airporttleaht West

They find modern, available, affordable rooms where they need them, through both
conventional and Airbnb channels, with more luxury rooms available for that faster -
growing market. Even in remote locations, they enjoy high -speed internet and modern
facilities, as regional infrastructure catches up to what is available in the cities.
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1 A modern, diverse and -collaborative industry making all this happen. All
participants in the Visitor Economy are excelling in their contributing roles.

Businesses are becoming more resilient and innovative, increasing their allocation to
technology, attracting the personal service and technology staff they need, and having
contingency plans for natural, economic, health and market shocks. Businesses are

benefiting from  a diverse workforce, with an increasing share of Indigenous people,

greater staff retention and low vacancy rates. That workforce is sharpening its digital and

people skills through good management, mentoring and industry -approved tertiary
programs,radica | | y i mproving t he -®weriencerdisgs.cust omer

Destination businessespatéetionbeaktbhyabooating on m
community support and investment, and drawing more on locally shared resources,

including skilled people. Investors h ave ensured that they have the accommodation and

infrastructure to meet the mid -decade tourism boom, avoiding the trap of under -

investing when times were tough.

Well -connected Commonwealth , state and local governments are enabling that

collaboration right  along the customer journey. They are supporting the industry -led
skills council that ensures that actions in education, training and visas match demand

with supply better . Their investment in robust data capabilities has paid off, with better -
targeted pol icies and robust evaluation, and a striking lift in marketing and investment

success rates.

This is the vision the Visitor Economy can create: not at all easy, but very achievable.
Chapters 3 to 5 consider how it can be done.
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3Understanding our eatsrce m:

Chapters 1 and 2 confirm Australia as a premium visitor destination and a major contributor

to the nationés economy. Over the next decade, the Vi
the pandemic, then set itself up to diversify and modernise for a pro sperous, resilient and

sustainable future.

Diversity wild.@l be the most i mportant shift for Austr a
Theri se of Australiads Visitor Economy oVage the past /4
campaigns in relatively few countries a nd the historic growth of Chinads

benefits accruing to relatively few destinations.

Australia has an extraordinary range of experiences, places and cultures to visit, and offers
its people an extraordinary range of destinations and roles in which to work.

Chapter 3 reviews the opportunities for Australia to share those diverse experiences, places

and cultures with new growth markets while sustaining its core ones. It first considers

global and local visitor trends in demographics an d preferences, and then reviews the
potential for Australia in the major market segment shown in Figure 11 (duplicated from
above for convenience).

3.1 Global visitor trends will affect some or all market segments.
3.2 Domestic visitors present a unique opportunity in the wake of Covid -19, if we can

inspire the worl dbés greatest travellers to take mo
3.3 Business travel will need to adapt to a new digitally connected world, and should

focus accordingly on building business relationships through shared experiences.

3.4 International holiday visitors  should see consolidated gains in core international
leisure markets, and diversification into faster -growing Emerging Asia regions.

3.5 Thehigh -end market is an attractive market in which Australia can do better.

3.6 I nternational education remains a core segment for Australia with strong
opportunities to diversify.

3.7 Our growth, core and at -risk markets require different strategies to thrive.

The chapter presents a range of findings for the major segments of the Visitor Economy: in
some areas suggesting diversification, in others prioritisation, and in others the need to

protect a large market at risk. These ass essments take into account each
economic contribution, as well as assessments of their medium -term growth potential (net

of Covid-199 and other international trends), Australiads at
future growth, and its impli cations for policy priorities such as regional employment.
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Figure 11 : Major segments of the visitor market

Total spend

2019, $B

Domestic Holiday Business
$107B $53B $26B
7% 38% 19%
International 1 Holiday Education

$31B $10B $12B

23% 8% 9%

1. Includes only the proportion of international airfares that represent a cost base in Australia
Source: Tourism Research Australia, International and National Visitor Surveys

3. 1Gl obal Vvisitor trends wil | affect ma r k

Some visitor trends will favour Australia, while others may be more ch allenging.
Most , however , are realities to which  Australia must respond

Those | ooking to optimise the industryés sustainabl e
trends and markets, and identify the needs and growth prospects of each. Our review of
potenti al trends focuses on the magnitude of their impact, their relevance to Australia and

their likelihood of either sustaining or accelerating the Visitor Economy. 21
This section first reviews the four accelerating trends in visitor demographics o ver the next
decade:

I an expanding travel -ready middle class throughout Asia,

i the rise of millennials as the biggest age -based category,

i countering that, the ageing populations of Australia, Europe and Asia, and

9 the rising propensity for travel by people with a disabil ity or with accessibility issues.

It then considers howt  hese and other modern visitors are also likely to be seeking more:

i1 immersive, nature, active, authentic and experiential travel,
i digital innovation, both in travelling to and while at the drawing attractions, and
i safe and sustainable travel.

Some of these dynamics will favour Australia (the growing middle class in Asia, and trend to

nature and active experiences), while others may be more challenging. Most , however , are
realities to which Australi a must respond. If we do so positively, we will strengthen our

attraction for visitors; if we do not, visitors may look elsewhere.

21 Taking in insights from international experts, OECD reports, TRA consumer research and visitor surveys.
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Opportunity: Consider how to cater for accelerating demographic trends and shifting visitor
preferences in all destinations and businesses, with more opportunities to specialise as
sub -segments grow larger.

Core demographic trends are accelerating

The demographic tre  nds most significant for the Visitor Economy are familiar by now :

1 An expanding Asian middle class. By the end ofthedecade ,Asi adés mi ddl e
expected to grow 75  percent , from 2 billion up to 3.5 billion, while their total spend
doubles to approxima tely $ 36 trillion 1 arise of 103 percent , or about 5 times the
average for the rest of the world. 22 As their disposable income rises, the market for
international travel will grow accordingly. While the trend is accelerating, the segment
needs may change. About 70 percent of Chinese holiday visitors travel with family, often
with visiting students there is a noticeable shift in preference for small -group, semi -
self-guided travel. 2* As a result, more travellers are looking for experiences and
accommodation that can be enjoyed by all ages, and the high standard of digital
payment and bookings that Asian residents are now conditioned to at home. 24

1 The rise of millennials. Those born from 1981 will make up roughly 45 percent of
visitors globally by 2025, and together with Gen eration Z and later generations they will
dominate all travel by 2040, not just travel for education. Whether from Australia or
abroad, they are looking for cultural experiences far more than their elders, with low -
cost, environmentally sustainable travel. About 60 percent ranked dauthenti
that which  they seek most in their travels, % they are 13 percent more likely than their
elders to seek out cultural o r historical landmarks, and two -thirds use smartphones to
book their travel.

1 Ag eing populations. By 2025, one in 8 international trips will be taken by a retiree
aged 60 or above. 2% The size of that market will almost double in the coming decade,
as the gl obal ag eing population grows by 40 percent to 1.4 billion by 2030, with an
increasing propensity to spend their retirement on travel. 27 The older traveler is looking

for comfortable accommodati on, easy transhbftions

transp ort, and attractions with information readily and personally available.

1 Rising propensity for people with a disability to travel . More people with disabilities
are wishing to travel and are entitled to good access to infrastructure and attractions
when they do.  Australian governments at all levels are working on a new National
Disability Strategy 2021  -2031 which aims to build a more inclusive society and remove
barriers to participation, creating more opportunity f or people with disability to

c

cl

participate socially and economically. Policies such as Australiads

Income Scheme are also designed to give greater choice and control towards social and
economic participation. Thus in 2017, TRA and Austrad e estimated that more than 1.3
million people with a disability, or 7 percent of Australian adults, were looking for
accessible overnight and/or day trips. 28

2 The Brookings Institute, 6The Unprecedented Expansion of
2 The Brookings Institute, 6The Unprecedente®lExpansion of
24 Meetings with industry experts.

Condor Ferries, Millennials Travel: Statistics & Trends 2020 T 2021 (based on numerous other data sources).

UN World Tourism Organization, UNWTO Tourism Barometer , January 2016, Vol. 14; VISA, Mapping the Future
of Global Travel and Tourism, 2014.

United Nations, World Population Prospects: the 2015 Revision
Austrade and Tourism Research Australia, January 2018, Accessible Tourism in Victoria and Queensland

25
26

27
28
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Visitors are seeking safe, (digitally) immersive, sustainable experiences

The dominant trends in visitor preferences are shared by all visitor demographics, not just
the ones mentioned above.

1 Experiential tourism. People are tilting their travel spend towards experiences over
purchasing products, with experiential tourism being one of the fastest gro wing of all
travel categories pre -Covid, at9 percent annually. 2° Thatis consistent with a broader
shift: in the US A, total economy spend on experiences has been growing twice as fast as
spend on products since 2000. % Some predict that soft adventure (lower risk and skill)
and hard adventure will grow at 6 percent annually post -Covid, doubling growth in the
overall travel market. Millennials are more likely to seek hard adventure, while less active
older travellers are  more likely to seek immersion in the things they enjoy, like food and
wine or history. For all segments, there is a growing desire to experience nature in all its
forms, and to engage more and learn from authentic cultural and First Nation
experiences. 3t

i Sustainable practices . The proportion of holiday and business travellers who prioritise
6sustainabl e practicesd is rising noticeably decade
by McKinsey and Company, about 60 percent of millennials and Gen eration Ztrav ellers

from the US A, the UK and Australia agreed that it was important to prioritise those
practices. %2

That intent may be  practically expressed by spending on inherently sustainable activities.

At the moment, this is quite a weak factor in decision making , ranking 15 ™ of the 21

holiday -importance factors in the 2021 Consumer Demand Project (CDP) 33, However,

Technavio forecast in September 2020 that eco -tourism would grow at 10 per year

through to 2023, two  -and - a- half times faster than the overall tourism m arket.

Fortunately, the  CDP ranked Australia as the destination most associated with

sustainable tourism experiences. Wi th excellent ass:
or Overland Track and abundant destinations with potential, that reputation can onl y

strengthen.

i Digital access and experiences. Visitors are looking to benefit from the digital
revolution in two ways. The first appears before they travel , by discovering, planning,
booking and paying through digital devices: see Section 5.2. Key demograp hic segment s
such as millennials, business and Asian travellers expect a streamlined digital experience.
The second is with the experience itself, by expanding their perceptions and enjoyment
of core attractions. Tokyoo6s Teamdatexahplepfquewd -art mu !
forming success, but digital enhancement of natural, cultural and sporting experiences is
also highly valued. In the business and education segments, the transition to digital was
dramatically accelerated by the pandemic: Zoom calls jumped 30 -fold in April 2020
alone. Video meetings and lessons replaced their physical versions, and will remain part
of everyday operations.

i Safety and security. Although Covid safety issues predominate at the moment, more
general concern for personal safety and security continues to rise. Natural disasters,

29 phocuswright, The In -Destination Experience: Why ~ We Travel, 2018.

30 GoldmanD, US Bureau of Economic Analysis; Marchessou S, Teichner W,
e ¢ o n o nMcKinsey & Company, 2017

31 Meetings with industry experts; Phocuswright, The In -Destination Experience: Why We Travel, 2018.

82 Technavio, Global Sustainable Tourism Market 2019 -2023 , 2020 .

33 Tourism Australia, Consumer Demand Project, 2021
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global terrorism, state security interventions and local conflicts have all been either on

the rise, or more graphically v isible, or both. Broader international sentiment about

travelling to Australia varies, with recent decreases in confidence in the USA, Hong Kong
and Japan i probably as much due to our bushfires and floods as to the pandemic.
Safety and security rank consi stently high in international student surveys: see Section

4.4, 3

3. 2Domestic holidays: pivot from over seas

There is still a generational opportunity for Australia to gain a greater share of
Australiansd travel spend.

The first market segment to consider is t he one that contributes the largest amount of

Visitor Economy spend: the domestic holiday maker. Australia spends more per capita

on travel than any other nation. However, Australians spend a larger share of this spend on

international travel (30 percent ) than the global average of 25 percent 3 i meaning there

is room to shift more spend to domestic travel. People are more likelyto  travel domestically

in the wake of the pandemic. If destinations can inspire them, they may explore new places

and spend morew hentheydo, creatinga O6new normal 6 for domestic trav

This section considers:

1 why focusing on domestic holiday makers is the immediate priority for the Visitor
Economy, and

1 the different paths by which their spend in Australia might be increased.

Opportunity: Consider how to capitalise on the longer - term opportunity for building
relationships with new domestic visitors during this period of unprecedented disruption ( for
example, promoting and incentivising return visits from new visitors).

Domestic  holiday makers are the priority

There are several reasons why the holiday segment should be prioritised among domestic
segments: 36

i Itis the most valuable segment nationally. As presented in Section 1.2, it has the highest
spend, adds the most value and jo bs, and grew three times faster than the rest of the
Australian economy from 2015 to 2019.

1 Itis the most valuable segment for regional jobs. They make up over 90 percent of the
regional visitor business , spending over  $60 billion outside capital cites e ach year,
10 times that of international visitors. Diverting Australians from overseas holidays to
ones at home would benefit regions proportionately more than the cities.

1 There are strong drivers for growth in the medium term. As seen in Section 2.1,
intrastate travel  was already 14 percent higher inthe fourth quarter of 2020 than it was
a year earlier. | nterstate travel , down 71 percent overthe same period, may rebound
strongly once borders are reliably opened. Australians may be reticent to travel overseas,
with enough experiences available at home before taking those risks.

34 IDP Connect , International Student and Parent Buyer Behaviour Research , 2019.
35 TRA, National and International Visitor Surveys
36 TRA, National and International Visitor Surveys
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i Catering for this segment will also cater for those visiting friends and relatives, among all
oth ers. The VFR segmentis notacall -out priority in this report, as it is traditionally
robust and it is difficult to influence. However, ensuring that holiday visitors are well
catered for (good digital access and infrastructure, good flight and accommodat ion
choices) will help meet the needs of this segment while helping regional economies.

Paths to increase domestic holiday spend
Getting Australians to spend more on domestic holidays will not be easy, as Australians

already spend a lot of time and money on those trips. Their spend grew at a very strong

9 percent annually from 2015 to 2019. In 2018, Australians spent more per capita on travel

than any of our comparator nations i about US$6 ,700 per person per year, about double

that of the French and Canadi ans, for example: see Figure 12 below .

Ot her constraints are the familyds available holiday
wage growth in Austra  lia. 37 The sector will need to convince Australian families to dip into

the large pool of savings that some accrued during 2020. 38 While many will be willing to do

so, others will still be conservative in their spending until the economic outlook is brighter,
and many also will be recovering from a lack of income in 2020.

The two likely paths to higher spend are therefore:

i Divert holidays from overseas to Australia. Many Aust ralians may be willing to travel
more domestically, especially until Covid -related fears subside.  Australians spend around
29.8 percent of total travel spend overseas, which is 5 -6 percentage points more than
either the global average or New Zealand :see Figure 12. Matching their levels would see
us reaching our 2030 aspiration of lifting domestic travel spend about 10 percent above
the momentum case.

That should be possible. Australians may be open to new destinations at home, especially

for activities many now pursue overseas. Only one -third select their home destination

because 0t heydve be%0fthd5Sbenillien abnaal holiday &rips Austral ians

take overseas,overl. 4mi |l |l i on are to Obeach and cultureb6 dest
the Pacific, and another 0.7 million are to countries known for their natural beauty and

outdoor activities (New Zealand, Canada and South Africa )4° all of whi ch can be found

here at home.

37 G Gilfillan, The extent and causes of the wage growth slowdown in Australia , Parliamentary Library Research
Paper Series, 2019; ABS, = Wage Price Index, Australia

38 Australian Prudential Regulation Aut hority, Monthly authorised deposit  -taking institution statistics 1 highlights ,
February 2021.

3% Tourism Australia, Traveller Fact Sheet,  April 2020 .
40 TRA, International and National Visitor Surveys.
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Figure 12 : Australian travel spend

Spend per capita 6.7
on leisure travel 1 56
2018, A$000 Outbound 2.1 - 5.3
' o e

Domestic

Share of total
spend Outbound
2018, %

Domestic

Australia  Germany Nz USA UK Canada France Japan China Global
average

1. Leisure: holiday and VFR travel
Source: UNWTO, World Tourism Barometer, July 2020 (converted to $AUD using exchange rate for 31 July 2020)

This opportunity to shift from international to domestic travel applies to cruise holidays

as well . Australia has been-growingcrusé destieatiomowith doés f ast
passengers tripling since 2010. In 2018, 5.8 percent of Australians took an ocean cruise,
the worl ddébs highest mar ket p e npertentatbok acruise wiiiin t ho s e, 0

Australian waters, the rest being taken in the South Pacific or beyond . With those
international options unavailable, experienced and potentially new passengers are
thinking of cruising around Australia, rather than not at all: see Figure 1 3.

Figure 13 : Australians are thinking of cruising in domestic waters

Most popular cruise destination for Australians searching the internet
Increase in number of internet clicks tracked

For sailing date within 1 year

70%

7% 20

Australia and NZ South Pacific Asia Baltic Sea
For sailing in 1 to 2 yearsod ti me
47%
28%
14%
6% 5%
Australia and NZ South Pacific Asia Baltic Sea Alaska

Source: Cruise Lines International Association
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1 Holiday in Australia as you would overseas. This means taking longer trips to
multiple sites in, likely, the one state or territory, rather than short trips to a single city
or region. It also means spending more on activities and seeing sights in locations they
might not have the chance to visit again just as Australians do overseas.

The daily spend of Aust s wdsbladtdlat lomm@2ESto 2089, and si t or

just 6 percent of domestic trips cost more than $500 per day, compared with 36 percent
of overseas trips . In part that is because Australians travelling at home do very little
compared to international visitors. Only 44 percentof domestic visitors explor

out door s6 ( c o 8bpercemtdf tnternational visitors ), only 16 percent explore arts
and heritage (cf. 58  percent ) and only 18 percent seek out local tourist attractions (cf. 80
percent ): see Figure 14 .4 For Australians to spend more on these activities, more of

them will have to become irresistible. Destinations will need to keep investing in their

attractions, as well as in making them acc essible to all.

A promising opportunity for growth in this holiday market is in high -end luxury travel:
see Section 3.5 below .

Figure 14 : Australians spend little on activities, compared with international holiday visitors

Activities undertaken whilst in Australia
2019, % all trips

Activities Domestic holiday makers International holiday makers

Social activities 97

Outdoor/Nature

Active outdoor/sports 24 30

Arts/Heritage 16 5.

Local attractions/Tourist activities 18

I
IS
©
S
I
©

Other activities

N

Source: TRA National and International Visitor Surveys, team analysis

3. 3Business travel: focus on relationshirg

Business travel can counter the new virtual realities of corporate life by focusing
on building relationships through diverse, shared experiences.

Domestic business wa s -ghwiggtdomadtid saginent, huatisetpandetmic
vividly demonstrated th e capacity of digital channels to handle most day -to-day business
meetings.

41 There is no available data on what Australians spend on activities overseas to compare with what they spend in
Australia.
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This section presents how:
i the strong trends in business travel were interrupted by the pandemic, and
1 the future for business travel lies with business relationships rather than transactions.

The initial focus  would be on domestic business, but the approach would also meet the
needs of international business travel, for now a relatively low - priority segment.

Opportunity: In a world of slower growth in business travel, those hea vily reliant on the
business segment may consider building closer relationships through immersive
experiences, and ways to diversify into other visitor segments.

Strong domestic growth pre -Covid

In 2019, prior to the pandemic, domestic business travel accounted for 19  percent of all
travel spend in Australia and was the fastest -growing domestic segment. Its growth was

due entirely to the number of trips rising by a very high 14 percent ayear, from

36.1 million in 2015 to reach 61.5 million. Both the le ngth of overnight trip s (averaging
3.5 nights) and the spend per night (averaging $236) stayed constant. 42 Travel to capital
cities accounted for 60  percent of business spend, with a significant proportion of the

regional share being for fly ~ -in-fly -out (FIF O) mine workers. International business was

a much smaller segment pre  -Covid , contributing only $2 billion or 1.5 percent of total
revenues, after rising at a modest 4 percent a year from 2015 to 2019, with no region

having a disproportionate market share. 43

As seen in Section 2.1, domestic business travel spend fell by 5 3 percent in the year to

December 2020. The pandemicbés Oexperimentd with worki
opportunities and  the limits of remote working, but it permanently demonstrated t he

capacity of web apps to handle most day -to-day business meetings. This will remain a long -

term structural challenge to business travel. International business travel is even more

vulnerable, as it risks disruption from geo - political factors such as trad e disputes,

pandemics and environmental impacts and policies , in addition to video  -conferencing .#

Diversify spend for business relationships

The future for business travel therefore lies with business relationships rather than
transactions. Even before th e pandemic, business visitors were diversifying their spend,
seeking out entertainment, tours and education more than business transactions. Providers
could focus on two types of business travel to continue that trend and build up business
relationships:

f dnulti-modal 6 trips that combine business and holiday e
shared with business associates or with local friends and family, and

1 business events that are engineered to focus on the relationship experience, and which
combine bu siness and more social satellite events at the destination, for group trips,
connectivity trips and the like. For example, the NOJIMA Japan Incentive in 2019 drew
3,150 people to Australia for a week -long calendar of activities that built corporate
relatio nships while rewarding employees. 45

42 TRA, International and National Visitor Surveys
43 TRA, International and National Visitor Surveys
44 Interviews with industry experts.

45 Interviews with Tourism Australia.
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Of these strategies, the Visitor Economy6s promoti ona
events which appeal to domestic and international travellers alike, as it is difficult to

influence a busi nes s dices. HoweverrAnstdlian titteaneead lto havé

particularly sharp value propositions for international events, given the handicap of being

a remote, end -point destination rather than a convenient hub.

3.4 nternational shot admaysor e, grow SE Asi
The Visitor Economy has the opportunity to diversify into faster - growing regions
to drive new growth , while consolidating gains in core international markets.
As with its domestic counterpart, the combined holiday -maker and VFR segment is the

largest comp onent of the international visitor market. While the pandemic has obviously put
a halt to international holidays, it also offers the opportunity to review and, if necessary,
reset priorities among international target markets and how best to engage with th em.

This section considers how:

T The international holi day and VFR segment was one O
before Covid -19 struck.

i Australia is in a strong position to attract global tourists when borders re -open, assuming
atimely rollout of v accines.

1 The Visitor Economy can maintain a well -balanced inbound market by:

¢ sustaining its traditional sources (Developed Asia, English -speaking and other Western
markets), and
¢ doubling down on fast  -growing Emerging Asia and Indian markets.

1 Working hol idays make a valuable financial and strategic contribution to Australia.

Opportunities: Once travel opens up, consider accelerating efforts to promote Australia to
the growing middle class in our fastest -growing markets of Emerging Asia, India and
Develope d Asia, with tailored strategies to provide compelling experiences for visitors from
these markets.

A healthy segment before the pandemic

Inbound holiday makers accounted for approximately 33 percent of international visitor
spend in 2019, after growing at healthy 7 percent per year since 2015. 46 Capital cities were
the biggest recipients, accounting for 69 percent or $7 billion of their spend.

That spend came from a balanced spread of regions: 2 6 percent from the traditional

English -speaking market, 2 0 percent from China, 23 percent from the Developed Asian
market, 1 7 percent from Other Western markets, 7 percent from Emerging Asia and 5
percent from less developed markets: see Figure 1 5. (The country components of these

markets are given below.)

However, the growth rates of these regions are almost in reverse order, with Emerging Asia
growing fastestat 15 percent , and the English -speaking markets slowing to 4 percent .47
This suggests that almost all our market regions are converging in importance.

46 TRA, International and National Visitor Surveys
47 TRA, International and National Visitor Surveys
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Figure 15 : Markets for international holiday visitors and VFR

Total spend Share of spend CAGR

Markets 2019, $M 2019 20151719

Developed English 2,700 26% 4% Significant spend,
lower growth
Priority

Developed Asia 23% 11% Significant spend,
strong growth

Other Western 17% 6%

Emerging Asia 765 7% I 15%
Smaller spend,
strong growth

India I 128 1% 8%

Other 449 4% 3%

Source: TRA International Visitor Survey

Australia well positioned for the post -pandemic international market

International border closures halted holiday travel from February 2020, and Oxford
Economics for ecasts that international travel of any type is unlikely to return to that level
before 2025: see Section 2.1.

Research by Tourism Australiab6s Consumer Demand Proje
open, Australia will be well positioned to capture more than its share of international

demand. We are perceived internationally to have managed the pandemic well, and

prospective visitors in 11 key source markets indicated that they are more likely to travel to

Australia than to Japan, France, Italy or New Zea land, amongst other countries. 48
The longer -term prognosis is also good, as many of the longer -term trends in visitor
demographics and preferences favour Australia: see Section 3.1 . The rising global millennial

and Asian middle -class populations will have much to like if Australia can capitalise on its
natural and safe urban environments to offer immersive, active and experiential travel.
However, the Australian experience will be expected to be sustainable, digitally innovative,
and accessible to older people and to people with a disability.

A well -balanced market of holiday visitors

Post-pandemic, the Visitor Economy should seek to achieve a well -bala nced inbound market
by nurturing its traditional sources (English -speaking and other Western markets) and

doubling down on fast - growing Asian markets. To understand these market dynamics, we

need to drill down  from the regional groupings into their compone nt national markets: see
Figure 1 6. Here we see, for example, that the United States had momentum as a very strong

48 Tourism Australia, Consumer Demand Project, 2021.
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market for  Australia, growing at 10 percent annually, while all of Asia had been growing
quickly in both spend and spend per trip.

Figure 16 : Within regional groups , there are large variations in country trajectories
Total spend CAGR Spend per trip

Region Country 2019, $M 20157 19 2019, $000s

Developed United States of America 918 10%

English Canada 231 4%
United Kingdom 805 o 2%
New Zealand 746 5%

China china o — /] 8%

Developed Japan * 15%

Asia Singapore 10%
Korea 581 11%
Taiwan 8%

Other Germany 5%

Westem France 4%
Scandinavia 3%
Other Europe 421 11%

Emerging Asia Emerging Asia * 15%

India India s 1T %

Other Other 449 3%

Source: TRA International Visitor Survey, team analysis

Nurture and expand our core markets
Our traditional English  -speaking markets were still our largest holiday market segment pre -
Covid . They accounted for 2 0 percent of all international spend in 2019. This was well above

Australiads o6fair market shared for countripegentwi t hin
above that forthe UK. “4° Revenue from US visitors alone was $918 million, second only to
Chinadés $2.1 billion, andpegenb annualy assAustraia nmamtaihetdt hy 10

its share of rising US outbound travel during the Trump presidency.

Though there are challenges to fast growth across these markets, they still should be well
suppo rted. Oxford Economics expects strong annual growth (3.1 percent to 4.1 percent )in
outbound trips to continue throughout the 2020s.

The Other Western markets of France, Germany and Scandinavia are still significant, though

less so, with combined spend of almost $930 million and pre -Covid growth at a modest

4 percent . However, newer European markets were growing at 11 percent and have already

reached $420 million in spend. Through the 2020s , these new markets will ensure that

Europe remains as important a region to Australia as Developed Asia. However, Other

Western markets in Europe are also morthecartbomsi ti ve to

footprint of  international flights, so Australia will need to promote the availability of carbon
offset schemes that  put money back into the Australian environments that Europeans want

to visit.

Another core international market for Australia to continue nurturing is its cruise -passenger
segment. The 300,000 cruise visitors to Australia in 2019 made inbound cruises the fourth -
largest source market for international holiday visitors, especially those from  the US A and

Japan, with strong growth from Asia. Further growth, however, may come up against port

49 Oxford Economics, Tourism Decision Metrics, 2021.
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capacity barriers. Sydneyds Circul arandportsspthertsan now c ap a
the new Port of Brisbane are unable to cater for the new classes of superliner.

China may remain Austr al i-nafion marletr g euless sgeapdgitica
significantly worsen

Chinese holiday makers accounted for 2 0 percent of in ternational holiday spend in 2019,

after growing at a fast 8 percent per year since 2015, with Australiabd
China also rising a healthy 9 percent peryear. % The outlook remains positive, all else being

equal, given the continuing rise of Chi n a 6 slassrandititelsteong alignment of

Australiads offer to thei B.1.Chirefeeaisiterswer prioritisirge Sect i on

expe riences pre -Covid, with natural scenery, historic sites and theme parks their three most
popular activities in 2017. 51 Most Chinese visitors visit with their families, with activities

sought for the whole family ( for example, wellness for grandparents, fine dining for parents,
activities and short  courses for children). 52 As a result, Australia should cater to a forecast
doubling of demand for semi -self-guided and high -end small -group package tours. 53
However, with the China market being affected by geopolitic al uncertainty, Australia should
also continue to maintain a healthy balance in its holiday -maker markets.

Developed and Emerging Asian markets should continue to grow strongly.

For convenience we have divided the rest of Asia into two segments, while not

underestimating the vast differences in language, culture and perspectives each contains.

The more developed markets for travel to Australia are Japan, South Korea, Taiwan, Hong

Kong and Singapore. Taken together , their spend in Australia reached $2.44 bil lionin 2019,
after growing ata naverage of 10 percent peryear. However, the emerging nations of
Southeast Asia were outpacing them, with Indonesia's and Thailand's spend, for example,

growing at 19  percent from 2015 to 2019. %

Both these markets should continue to grow for Austr a
sharedé of outbound visitors from Hong Kong, Sout h Kor
Philippines. Together these countries comprise a population of well over 400 mil lion but to

date their travellers have been more likely to holiday in Japan, Europe or the US A than to

come here. %5 Yet their growing middle  -class preferences increasingly align with what

Australia offers. A 2018 survey of high -value visitors from Asia iden tified top drivers of

destination choice to include nature and wildlife, safety and security, food and wine, clean

cities, and family -friendly and coastal offerings. A continuing Tourism Australia study shows

that Australia is very strongly associated with these attributes,  particularly for the nature

and coastal ones: see  Figure 1 7.56

50 TRA, International and National Visitor Surveys

51 McKinsey 2017 China Outbound Travel Survey.

52 |nterviews with industry experts; McKinsey & Company, China Outbound Travel ler Survey , 2018.
53 McKinsey & Company, China Outbound Travel ler Survey , 2018.

5 TRA, International and National Visitor Surveys

European Travel Commission, Study on the South  -East Asian Outbound Travel Market, 2019 .
Tourism Australia, High Value Traveler Snapshot i Global, 2018.
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Figure 17 : Australia very highly associated with safety

offerings

and with

coastal, natural and wildlife
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Working holidays make a valuable contributi

on

Working holiday makers (WHMs, typically younger visitors or backpackers making longer

trips to Australia) are a quite different sub
total number of trips stayed flat between 2015 and 2019, and were declinin

-segment of the holiday visitor market.

g from the

traditional UK and European markets. No new inbound trips have been made since the
pandemic began, and it is essential that this market is revived when borders reopen.

The value of WHMs is high in both spend and broader terms. In 2019

trips to Australia, spending about $2.6 billion and adding roughly $1.5 billion to our GDP.
They usually visited two or more states and spent almost everything they earned:

$2.6 billion in total and

Beyond raw spend, WHMs perform critical,
particularly in hospitality and agriculture. |

almost a third of it in the regions.
among markets if WHMs were considered one
segments of South Korean visitors.

60

5 That spen d would rank

market , equal to the holiday and VFR

largely seasonal jobs in regional areas,
n the Northern Territory peak season, for

example, WHMs can make up more than half of the staff in hospitality, primary industry and

construction businesses

.%1 They also tend to make strong

cross -cultural connections and

57 Their

, they made 308,000

fourth

58

many ofthelong -t erm i nternati onal rel ationships that
57 Segments within the Visitor Economy are based on self -identification, not visa type. People who stay in Australia
for less than a year on a working holiday maker visa might be considered in both holiday and work segments.
However, two -thirds of such visitors indicated they were here for holiday purposes, and so all working holiday
makers are considered here rather than the work segment of this Report.
58 ABS Australian satellite accounts.
59 TRA, International Visitor Survey; Tourism Accommodation Australia, Report into second year visas, 20109.
60 TRA, Inte rnational Visitor Survey
61 Australian Government Departments, Submission 41, Attachment C.
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overseas. % Those on working -holiday visas are also the most likely to become Australian
residents, possibly increasi  ng the likelihood of migration later on. Reviving their visits is

critical to the visitor economy and the broader Australia n one, particularly in light of current
labour shortage concerns in many regions: see Section 5.1.

3. 5Gl obal -eamdghholi day mar ket : a clear opp

Capture more of the fast - growing luxury market, first among domestic travellers,
and then international.

The global high -end holida y market is defined as travelling groups who spend over $500 per
night per person.  They have diverse interests that range across soft and hard adventures,

and enjoy traditional food, wine and culture in quite modern ways. Doing well in the market
wouldlift the yield on Australiads assets. This section
1 thehigh -end mar ket is an attractive market that plays t

1 the domestic market is the best place to start.

Opportunities: Consider promoting destinations with the greatest opportunity to build or
upgrade luxury offerings, looking to international and Australian examples and experience
for inspiration.

An attractive market that should play to Austral

Before the Covid disruption, high -end spend was fore casttoriseat6 percent annually

through to 2025, outpaci ng perceat.® Gieen gehtl-uprdemmandandd s 4. 8
the wealthier segmentés greater capacity to travel ,h t
To date, however, Australia has not been earning its share of this critical market, growing

its market at only 1.8 percent per year.

This should be an opportunity for Australia, as we are rich in three assets wealthier holiday

vi sitors seek the most: beach r el axddmmersionincdtgred f t or ha
and food.
1 Sun and beach relaxation is a US$401 billion global opportunity, making up 45 percent
of the high -end market: see Figure1 8. Australiads beaches and other
arguably the worl dbés best , ntsdnmadiationspeediand gonveniepce o v e me
will make them more accessible: see Section 5.3.

T 6Soft or har doisa dS$205 billiom apportunity, or 23 percent of that market.
Adventure travel is expected to grow at double the pace of the overall market. Australia

has the | ocations, though not yet the reputation, f
(millennial) adventure: see Section 3.1.

i Culture and food is a US$169 billion opportunity. Australia ranked in the top 5 countries
for food and wine in the 2018 Tourism Australia High -Value Traveller sur vey: see Figure

17 above . However, our international projection of culture is uncertain, with strong
elements of Indigenous culture balanced by mixed perceptions of our arts (art, music and

theatre) and history (mix of Indigenous, settler and more recent m ulti -cultural). 64
62 Law Institute Victoria, Inquiry into Working Holiday Maker Program, 2020.
63 Amadeus; Oxford Economics, Shaping the Future of Luxury Travel, 2015.

64 Tourism Australia, ~Consumer Demand Project , 2020 .
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To increase their share of both Australian and global high -end holiday visitors, providers
and destination s should target combinations of these three highly attractive drawcards.

Figure 18 : Australia ticks all thr ee boxes for the luxury market

Luxury holiday market size and distribution

2018, US$B
Sun and beach 401 45%
Adventure 205 23%
Culture and food 169 19%
Other n 13%
Source: Skift Research, 6The rise of transformative travel 6, 2018.

The domestic market is the best place to start

Australians make 25  percent more luxury trips than the average international holiday visitor

and o6represent the highest consumers of luxury travel
of Virtuoso Luxury Travel. 8 Those spending over $500 per night are more than twice as
likelyto do so overseas (65 percent of outbound spend) than at home (3 0 percent of

domestic spend:  see the bottom row in Figure 19). The sub -category of those  spending over
$1,000 per night was growing at 8 percent annually pre -Covid, with those travellers almost
4 times more likely to spend it overseas than at home. There is a clear opportunity to tilt

some of these spend s to domestic holidays, if the case can be made: see Section 3.2

65 Virtuoso, Luxury Travel Trends , 2019.
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Figure 19 : Australian high -end holiday makers more likely to go overseas

Spend by Australian holiday -maker segments
2019
Average spend Total holiday spend CAGR Share of Share of
per night $B 2015 -19 domestic spend 1 outbound spend 2
$0 -299
Low-end t 8%
$300 -499
6.5%

Mid - market t
$500+

. 1T %
High -end

1. Spend includes all travel purposes
2. Includes spend on international airfares

Source: TRA National and International Visitor Surveys, Team analysis

3.6 nternatedouncaalt iddnw:er si fypydta and SE Asi a

The highly valuable international education segment has seen a high
concentration of students from particular markets including China, but there are
opportunities for growth from I ndiaand the Emerging Asian market.

Australia has become an attractive destination for international students 6 as education
providers have been highly effective in securing a large share of the international market for
Australia. The segment is one of th e largest contributors to long -term national economic
and strategic benefits, but is also one that faces a most competitive international market.

This section considers how:

i International education is a highly valuable segment for Australia,

T Chi nad sntsharaig darge yet vulnerable, and

i There are opportunities in emerging markets to rebalance the international student body

Australia may pursue these opportunities while supporting its core markets as discussed
in Section 4.4.

International education is a highly valuable segment

I nternational students ar e avapeiadinationalA uvdsttor segmerd.6 s hi ghe
After growing at 13 percent per year forthe four years to 2019, their total spend of
$12 billion in 2019 was fast approaching that of the international holiday and VFR segment.

66 dnternational studentso6o in the Vi s iyddinmedas thasemwhmstay fordegsehabb een tr adi t
1 year at a time (i.e. they leave Australia at least once a year, no matter how long their course is). This does
not include the many students who stay in Australia more than one year without leaving, so the volume and
composition of Visitor Economy students does not equate to total international student figures.
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Each of the 594,000 international students in the Visitor Economy in 2019 stayed an
average 129 days per trip.

Chi nads c shareighigh and vulnerable.

However, these very positive numbers disguise chall

education sector. The first is its heavy reliance on students from mainland China, who made
up 55 percent of spend bythe 2019 intake , as hare four times that of the next biggest
region or nation: see Figure 20.57 By comparison, the biggest sources of international

not r ef

student

students in the global market are China (17.8 percent ), the UK (7 percent ), India (6.7
percent ), Vietnam (1.9  percent ) and South Korea (1.8 percent ): see Figure 21 below .
Australiads international student bodaaldoes
Figure 20: China dominates Australiab6s international
Total education spend Share of spend CAGR
2019, $M 2019 2015 -2019
Priority
Emerging Asia . 1,327 11% 9% Significant spend,
strong growth
India I573 5% I 22%
Diversify
Developed Asia . 1,461 12% 2% Significant spend,
accelerate growth
Developed English I484 4% ‘ -5%
Moderate spend,
declining
Other Western I439 4% ‘ -1%

Other . 1,275 10% 11%

Source: TRA, International Visitor Survey

67 TRA, International Visitor Survey
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Figure 21 : Australia

's international students

are not representative of

the international

market
Total spend CAGR Share of global international
Region 2019, $B 20157 19, % student market 2019, %
China China so% B 2% I ¢
Emerging Indonesia 11% Moo
Asia Malaysia 2% - 11
Thailand 8% Hos
Vietnam 1T 2% .o
Philippines M 3 7% fos
India India 1 2% I 5.
Developed Japan % MWos
Asia Singapore 2% Bos
Korea & 1% I s
Taiwan 175 8% N/A
Developed USA 278 3% |
English Canada Moz ¥ 6% Moo
UK 0 & -58% I 0
New Zealand I 53 & -21% loa
Other Other Western 427 ¥ -6%
Other 11% Includes all other Asian,

Source: UNWTO, Oxford Economics visitor inflow and outflow data; TRA International Visitor Survey;

South/Central American, African
and Pacific countries

Unicef , Global Flow of Tertiary Students 2019

It may be

t hat both Chi

naos
their choices. % There were 21,000 fewer students from China enrolling in 202

st

were in 2019, the biggest drop amongst top source countries.

its own world -class universities, with

Australia: see

six now in the global QS Top 100 (one
Figure 27 below) and many more emerging. As well, Chi

issued safety warnings about travel to and study in Australia

Emerging Asia and India the most promising high

and
0 than there
8 China is fast developing
fewer than
naods

udent s

70

- growth markets.

Fortunately, Australia is receiving strong interest from India and Emerging Asia nations,
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largest international student population . Overall, the region grew at a strong 9 percent
per year from 2015 to 2019.

1 India is a large market globally, and growing in Australia. Indian students made
up 6.7 percent of the global market in 2019 and were then on track to overtake the UK
to become the worl dbébs second biggest market. For Au:
22 percent per year from 2015 to 2019, as fast as that of China, to double within
35years. | ndi abs middle class conti nuewatniergityirothe, it doe

QS Top 100, 7 and it shares English as the common language across its diverse cultures
However, t here is a risk that this level of continued growth will be reduced by the
pandemic.

1 Developed markets have only pockets of growth. The USA may remain a strong
market, being by far our biggest English -speaking market, and having grown at a
respectable 4 percent per year from 2015 to 2019. However, students from countries
with high -quality education are increasingly likely to stay at home. For example, UK
students are the second largest global cohort, but their numbers in Australia have fallen
attherate of 11  percent a year since 2015.

Similarly, Australian universities have seen minimal growth in Developing Asia, who
again have strong op tions at home. The exception may be Taiwan: student numbers are
now exceeding 10 ,000 after growing at 8 percent ayear.

How Australia may best pursue these markets is discussed at Section 4.4 below, with the
gl obal mar ket becoming more complicated by the sector
delivery.

3. 7Actions for growt h, -rsiusskk amanr kaentds a't

As this chapter suggest s, each market segment in the Visitor Economy faces different
opportunities and challenges. The strategies they may need are in part governed by their
differing growth potentials: high, stable and at risk.

1 Growth markets into which we should aim to (furthe r) diversify and grow.
Domestic, high -end and Asia ex -China holiday makers are all critical to enlarge the
breadth and depth of the Visitor Economy. Capturing strong shares of these markets will
require ever stronger market intelligence, distribution chann els, digital experiences,
point -to - point travel and travel infrastructure. Marketing could focus on international and
domestic visitors equally, and include multi -experience packages curated to capture high -
end, higher -yield segments.

1 Existing markets tha t we should support and sustain. English -speaking and
Chinese holiday makers and Chinese students were very large contributors of visitor
spend pre -Covid, and many destinations and providers are geared to welcome them.
The actions suggested above should ad d to or enhance current activity geared for

existing markets, rather than be at their expense.
1 Risk markets that we will need to manage. International and domestic business will
need rebuilding post -Covid and targeted and innovative propositions in the lon g term.

72 QS Top Universities, World University Rankings 2020.
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Now that we have identified which visitor segments to target, we have to make a compelling
case for them to come here, whether it be for holidays, big events, education or business.
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4 Gi ving power ful reasons to
There are 3 hig reasons to travel to or around Australia: to visit a city or a regional
destination (for leisure or business), to attend an event, or to pursue education.
There is fierce global competition in all these markets, and Australia has its 0dist
handcap6. Flying to and around Australia takes consi der
elsewhere, even though airfares have been trending down. That has helped protect us
through the pandemic, but now Australian destinations will have to work harder than ever
toensure that the visitorés experience is worth that :
This chapter considers how Austr al i andodernpdivérseansl can bec

collaborative through the decade:

4.1 City magnets: world -class cities that are magnets to visitors

4.2 Regional destinations that are packed with experiences
4.3 Event ecosystems that generate trip after trip
4.4 Quality education in welcoming communities

4. 1City magnets

Cities could shift their domestic and intern ational profiles fciteemo 61 i veab
O6vi silovedd and | i veabl iemmodern and deverse in their visitor experience

H o b a r Museam of Old and New Art ( MONA) is testimony to what imagination and

coll aboration can creat eef 6 ehastbécemea theeterm thdt @gescobesO N A
the sharp increase in visitors, not only to Hobart but also to the rest of Tasmania, since its
opening in 2011. It has prompted an ever -growing selection of cultural festivals and

boutique food and wine establish ments to create a fresh international image as a cultural

escape worth making. 73

This section considers how:

i1 The pandemic disruption may have short and longer -term consequences,
i1 Sydney and Melbourne may be global cities, but all of Australiads efrogi téileasveahb
have the potential to be 6visited, |l oved and | iveabl

1 To make sure they are, visitor economies can form coalitions and strategies to confirm
city brands, supporting them with holistic planning, events and promotion, all in pursuit
of attrac ting visitors and surpassing their needs.

Opportunities: Consider extending : coalitions to ensure that city strategies have a strong
Visitor Economy vision with one or more city drawcards (icons, events, nightlife, culture or

education) and clear target markets ; and collaborative efforts to improve digital and

physical infrastructure, and investments in drawcard experiences and their promotion.

The pandemi c6s s hor-termaisruptioh onger

Cities are experiencing a threefold impact during the pandemic,  with the loss of both
international and business visitors, as well as their own CBD workers. Sydney lost 42

73 |nterviews with industry experts; press and media.
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percent of visitors in 2020, Melbourne lost 58 percent and all other cities lost , on average |,
32 percent of visitors. City hotel occupancy rates hav e hitall -time lows: froma pre  -Covid
average of over 80  percent in Sydney and Melbourne down to 10 percent at points of the

2020121 summer O p e d*kManpsworiessonrhotels , as well as in theatres, cafes,
bars and restaurants , relied on JobKeeper, b ut many were ineligible casuals and found more
secure work in other industries, if at all.

This is a structural adjustment that may take some time to play out. However, some shifts

may favour the Visitor Economy in the medium term. Cities are becoming mor e balanced,
with many suburban areas becoming working hubs, complete with more lively daytime

trade and entertainment options. Conversely, economists are calling for empty office

buildings in the CBDs to be converted to dwellings, which would bring more da ytime
variation and active nightlife to what have become monocultur al6dead h®artsbo.
In the nearer term, cities could work to attract their two most immediate markets , domestic

holiday and business visitors , building up the facilities and expertise that can later attract
international visitors. For domestic visitors, cities can prepare and promote domestic
6staycat i gromstéthetstategic personality of each city (see below) , and attract
interstate vi sitors. For business visitors, cities can stage national business conferences and
other events again to build on their specific industry reputations: see Section 4.3.

However, these steps will not be enough to rejuvenate our cities and fulfil their potenti al
as global and domestic magnets for visitors of all types. Any additional investment needs
a longer -term strategy.

Shifting 61l i ve alisiteddlovediandi e sl itvoe abb | e 6

While Sydney and Melbourne are already global tourism cities, our other capitals can take
advantage of our growing domestic market, and set themselves up to capture more
international visitors.

Prior to the panddamgest citieswere popuat desir@ations for domestic and

international visitors, and critical gate ways for the rest of the country. Sydney or Melbourne

earned Top 100 positions in Euromonitor r an®Thesegs of t
are truly international cities, within Melbourne ranking #2 (falling just behind Vienna after

being#lfor7y ears) and Sydney #3 in the Economist |Intelli g
rankings. 77 They also rank in the top 10 QS best cities for a student to live in: Melbourne #3

and Sydney #9. 78 To hold their global status, they will need to continuetoinvestint  heir

value proposition as a destination.

However, the $43.1 billion spent in Sydney and Melbourne (see Figure 22) accounts for

more than 30 percent of all visitor spend, and 59 percent of all international spend. That

dominance suggests there may be opport unities for other cities. All of them rank high in the

EIUbs gl obal l'iveability (Adel aide #10, Perth #14 and
global best cities for students (Brisbane #22, Canberra #23, Adelaide #26 and Perth #41).

This is extraordinary  for a country of this population. People who spend time in these cities

74STR, Australian Accommodation Monitor Summary - Financial -year performance: 2019  -2020 .
“Smith, A, 6Vacant CBD of fi ces SydmeyNMotingHerald, s e20 Apfil®321 housi ngo,

76 ABS, Overseas Arrivals and Departures , December 20 19; TRA, International and National Visitor Surveys
Euromonitor International, Top 100 City Destinations: 2019 Edition

77 Economist Intelligence Unit, ~ The Global Liveability Index ~, 2019.
78 QS Top Universities, QS Best Student Cities 2019
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love their stability, health care, culture, environment, education, climate, sport, food and

beverages * to name a few qualities measured in the rankings. The challenge for the Visito r
Economy is to create reasons for people to come and experience those qualities. That may

take events like Dark Mofo and other attractions to break into the national and international
consciousness.

Figure 22 :Fourofthetop5d estinations are our biggest cities
Share of whole

Total visits Total spend region GVA

2019, 000 2019, $B 20187 19
Sydney 2.5%
Melbourne 2.7%
Brisbane 2.6%
Perth 1.9%
North Coast NSW 6.9%
Gold Coast 7.7%
Hunter 2.7%
South Coast 5.3%
Sunshine Coast 7.3%
Adelaide 2.8%

Source: TRA International and National Visitor Surveys

A coll aborative strategy to make cities O6visited

To meet that challenge, providers in each city might further collaborate and build broad
community support for a holistic city -visitor strategy, one that keeps their cities firmly in
mind in an increasingly competitive travel market, and is consistent with or even a major
component of their cityds overall strategy.

There are four major tasks in creating this city vision: forming coalitions to align the city
and visitor strategies, getting the basics right for visitors as well as residents, establishing
the drawcards and personality that the city will be known for, and promoting the end result.

i1 Form coalitions to ensure city plans support Visitor Economy strategie S.
All our cities seek better economic, social and environmental outcomes for their
residents, and have major public plans to that end i for example , the Future Melbourne

2026 strategy. However, as these plans appropriately focus on the needs of residents ,
they tend to have a less holistic focus on the segments that make up the Visitor
Economy. Organisations such as the Committee for Sydney and Committee for Melbourne

exist to help all stakeholders focus on anddesontr i bl
will need to form coalitions to ensure that they are well -represented at the planning table
(particularly at its decision -making end), and that there is a strong fact -based

understanding of their needs.

1 Improve digital and physical infrastructure. Cities that are good to live in and visit
have good connectivity (transport, streetscape and digital) and good personal security
(safety, health services and accommodation). As shown by their global rankings,
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Australian cities provide these attributes well for residents, but more is needed to attract
a greater share of visitors:

¢ Digital connectivity . Digital platforms that seamlessly assist bookings, transport and
social media for their visitors , including those with a disability, are critical for cities
and the digitally advanced millennial, student and Asian visitors they want to attract:
see Section 5.2.

¢ Transport . Australian cities have invested hea vily in public transport over the past
decade, but their over  -reliance on private vehicles mean s most sit halfway down the
100 cities in the 2017 Arcadis Mobility Index. 0 Visitors are more heavily dependent on
public transport, and appreciate shared mobili ty, multilingual information, access for
people with disabilities and streamlined ticketing and payments. This applies to travel
within the city, as well as connecting with airports and cruise terminals.

¢ Safety . Australian cities rank very highly as place s to study (see Section 4.4) and
Melbourne and Sydney rank in the top 12 worldwide for digital, health, infrastructure
and personal security. 8 However, that reputation can be undone by reports like those
in 2019 of robberies and physical attacks targeting international students in
Melbourne. 8!

1 Build the drawcards and personality that the city will be known for. Many global
destinations centre their Visitor Economy strategies on a unique event, attraction or
personality that keeps them highl osetbdheWhli bbaki vi eb!
have something for everyone, they do need a strong reputation for at least one
outstanding attraction.

1 Promote the strengths. All research, promotion and distribution channels can be
aligned for a city to change market perceptions. For example, dlasgow: Scotland with
styleéwas t he cheeky 2004 c¢ amp aondaiy, midritisBgcaltureand d 6 s s e
attracting major events to increase its hotel occupancy rate from 68.8 percent to 77.1
percent within four year s, and making it tMsieddhKby mterfiatonal t h  mo s t
visitors. #

Many cities are already doing many of these things. The push is for them to proceed in a
holistic, collaborative way, and for Australian cities to be in co - opetition, sharing ideas and
differentiating their visions, in the knowledge that stronger outcomes in one will benefit all.

In t he shorter term, cities can work to attract their two most immediate markets i domestic
tourists and business visitors by promoting domestic 6éstaycationsd t
strategic flavour of each city. Any additional investment, however, would n eed to align with

a longer -term strategy.

70 Arcadis, Sustainable Cities Mobility Index 2017

80 Economist Intelligence Unit, Safe Cities Index, 2017 .

8 Wil ks J, 6Recent campus attacks show universities néeed to do mo.
Conversation, 10 July 2019.

82 UN World Tourism Org  anisation, Handbook on Tourism Destination Branding, 2015.
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Settling on a cityodés brand or personality
Cities do not need to compete directly. The si
market segments means that a distinctive proposition can attract a large number of fans.
i Icon cities. Sydney will always have its Bridge and Opera House but it no longer has
a monopoly on iconic attractions ,as Hobartds MONA shows. Spai
industrial backwater before the Guggenheim put it firmly on the tourist trail. Ev en
cities with existing icons can add more: New Yorkds High Line is ¢
converted into an urban park, attracting 8 million visitors each year and making its
neighbourhood a hip new architectural hotspot. 1

i Event cities. As we discuss in  Section 4.3 below, cities can generate a regular
calendar of diverse events that can support infrastructure, venues, accommodation
and flights overa  whole year.

i Night -life cities. Melbourne prides itself on its nightlife, but others are seeking to
mat ch it. S yhdun EEcgndnsy Steategy is aiming to regain its right to be called
a night -time city. To do so, it is diversifying its nightlife with ¢ ultural, leisure and
social activities for all ages, and supporting it with after -hours public transport,
essential services and stores. In 2018, Perth achieved the highest growth in the
number of night -time establishments, employment and turnover, albeit off a lower
base. !

i Culture cities. Melbourne has built excellent cultural venues and a strong
independent arts sector over many years, capped by the Melbourne International
Comedy Festival and Mel bourne Writersdéd Festiyv
cultural (and sporting) capital: 38 percent of surveyed domestic visitors in 2017
thought Melbourne the most creative Asia Pacific city (compared to 28 percent for
Sydney). !

i Education cities. These are c ities with campuses as a visible part of the urban
stree tscape, strong student  -support services, and safe, social and cultural
ecosystems: see  Section 4.4 below. Universities work with adjacent precincts to
enliven the culture while prioritising safety.

The Visitor Economy 64



4. Regions packed with experiences

Regions should drive g rowth in domestic visitors and capture niche international
markets with more integr at daidersé eaxmpesencesandns dnoder
infrastructure.

If the Visitor Economy develops more world -class clusters, it will offer more choices to

domestic and international visitors, and more opportunities for providers to share their
passions. This section considers how:

1 Most destinations rely on domestic visit ors, who helped them through the pandemic,
1 More regional destinations in more states could attract more visitors,

1 Destinations could become more attractive for domestic holiday makers,

1 They may consider niche strategies for international and business visit ors,

1 They may pursue Indigenous  -led Visitor Economy partnerships, and

1

They must strengthen resilience planning and sustainability practices

For regional destinations to succeed, they would confirm that they have a collaborative 7 -
point plan that comprises a compelling anchor attraction, a supporting ecosystem of

activities, seamless physical and digital access, options for high -end accommodation, strong
promotion, a strong social licence to operate and dedicated management of climate -change
risks. Activiti es may be selected from the growing trends for authentic, adventure, cultural,
Indigenous, luxury, digital and eco -tourism experiences.

Opportunity: Consider how best to prioritise destinations with high potential, and to

accelerate their growth through a collaborative 7 - point plan.

Most destinations rely on domestic visitors

Our regions have long had a healthy share of the Visitor Economy, albeit one split into very

different economic experiences. Pre-pandemic, destinations outside the capital cities

accounted for 48 percent of overall Visitor Economy spend, split almost evenly between

destinations | ess and more than thre® hoursoé travel f
Domestic visitors are the lynchpins of regional destinations, accounting for over 90 percent

of regional spend. That is nicely spread with the top 10 destinations accounting for only

46 percent of total domestic regional spend in 2019, and no one destination earning more

than 8 percent : see Figure 2 2 above . This reflects that much domestic travel is intrastate,

with urban dwellers visiting nearby coastlines and food and wine regions like the Barossa ,
the Margaret River and the Hunter . The Hunter is the most visited non -coast destination,
due to its proximity to Sydney and its ability to project itself as a true multi -experience
destination 71 and to its including the coastal city of Newcastle

These relatively local trips ensured that overall occupancy rates for regional accommodation

recovered much fastert  han those in the capital cities: see Section 5.4 . However, locations
like Tropical North Queensland , that earned at least 20 percent of revenues from
international visitors pre  -Covid, saw a 52 percent drop in spend, almost double that of other
regions. Wit h air and other services constrained, these locations lost more than just

international business. For example, the Lasseter region (spanning Uluru -Kata Tjuta and
Watarrka National Parks) lost 77 percent of visitor spend in the pandemic. Conversely, the

83 All data in this Section is from TRA, International and National Visitor Survey
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pan demic has steered domestic visitors heavily towards their home - state attractions, in a
boom that may be hard to sustain once borders re -open.

Figure 23 : The coast dominates regional visits

@ Tropical North
Queensland (Reef)

NT @ Wwhitsundays

Lasseter Qld

. Sunshine Coast

WA
@ Gold Coast
SA .North Coast
Central .
NSW . .
Central Coast
[ ] Hunter™ ¢ Sydney
Australia's .
South West Melbourne South Coast
()
Great Ocean Road Mornington
Peninsula
Domestic visits International visits
2019, 000s 2019, 000s

North Coast, NSW Coastal regions 14,912 Gold Coast, QLD _ 1,001
13,082 ™, QLD I -

Hunter, NSW Inland regions 13,056 North Coast, NSW - 380

Gold Coast, QLD

12,609 Sunshine Coast, QLD -331

11,945 Great Ocean Road, VIC - 239

South Coast, NSW

Sunshine Coast, QLD

Mornington Peninsula, VI 8,448 Whitsundays, QLD Il

Australia'sSouth WestWA 7,359 Hunter, NSW | B

Central Coast, NSW - 6,927 Australia'sSouth WestWA - 194
Great Ocean Road, VIC _ 6,795 South Coast, NSW - 181
Central NSW _ 6,602 Lasseter, NT . 167
Total: 225,633 Total: 6,498

Source: TRA, Intemational Visitor Surveys and National Visitor Surveys
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More regional destinations in more states could attract more visitors

After the top 5 domestic destinations , there is a relatively steep drop in visitation and spend
to the next dozen, which include highly attractive places like the Margaret River, Broome

and the Kimberley, and the High Cou ntry. lconic places like the Whitsundays and Lasseter

(NT) do not appear in the top 10 domestic destinations, reflecting the distances and cost

entailed in getting to them, which may suggest that many Australian visitors think they can

postpone theirtrips t o t hese places to 6l aterd. As importantly,

Australia, the Northern Territory or Tasmania ranked in the top 15. 84

In addition , international visitors heavily concentrate their spend on the north -eastern
coastline: see Figure 23. Wel | may we say fAthe Reef alkKathTjuthe
only just scrapes into the top 10 destinations in terms of spend. Overall, the top

10 destinations account for 68 percent of international spend in the regions (and the

top two account for4 1 percent ), indicating a more concentrated top 10 than for domestic

visitors .

A more vibrant and resilient Visitor Economy would see a more even spread of domestic and

Rocko,

international vi sitors across more desdiliiradtdi ares.t i Intatw

for domestic visitors 1 the Northern Territory road trip, the Margaret River or Fraser Island
xwith more of those destinations highly sought after by international visitors.

Create more attractive destinations for Australian holiday makers

Trips to Australiabds regional destinations tmakes over wh

sense for destinations to cater well for them. Other reasons for travel (work and business
or education) may be a niche strategy for some destinations, as we discuss below.

If more destinations could become must -see experiences to attract people in terstate, they
could leverage that investment and turnover to attract people from overseas. To do so, a
destination would need  seven distinct strengths:

1. An anchor attraction , one that people want to go to. Some destinations are blessed
with natural feature s or cultural experiences , while others have built up an irresistible
food, wine and culture region, often highlighted by annual events.

22A supporting ecosystem that del i vhAdestinatiorcreeds s i
diverse, quality experiences for multi -generational visitors, to avoid being a one - hit
wonder. These may span cultural, immersive or adventure activities alongside the anchor
attraction, as well as offering consistently strong service, accommodation and dining.
Destinations and their anchor at tractions may consider supporting pilots of new
attractions to test how they can cater to the accelerating trends in consumer preferences
and demographics. They may consider deeper welcomes to country as starting points for
Indigenous -led enterprises that  offer First Nation nature, aquatic and culinary
experiences: see further below.

3. Luxury accommodation options. Wealthier Australians are keen to visit regional
destinations for the nature and adventure they offer, but the high -end market is not well
catere d for in regional destinations: see Section 5. 4. Boutique high -end accommodation
can be its own destination, but it is more likely to succeed if it is nestled in a region with
a strong supporting visitor ecosystem. Given high -end visitor preferences, their
accommodation would ideally be in a culturally enriched natural environment.

84 All data in this Section is from TRA, International and National Visitor Survey
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4. Seamless physical and digital access . This would include regular and affordable direct
flights, or the benefit of being close to a capital city. It would also include easy publi cor
shared transport when there, parking that does not detract from the site itself, and
broadband access of global city quality. Destinations should ensure there is physical and
digital access for  the elderly and people with a disability . Destinations th at wish to cater
for cruise passengers have the additional challenge of building port facilities that pass
operational, financial, community and environmental tests.

5. Strong marketing of that value proposition . This includes outreach of all types, as
well a s a digital preview of the destination that inspires commitment once the idea has
been planted.

6. A strong social licence to operate. Even more so than cities, the Visitor Economy in
regional destinations needs balanced development and the full support of t he community.
Visitor Economy businesses will only operate successfully if they are welcome in their
communities , for they and their customers can easily sense when they are not .

7. Dedicated resilience and sustainability strategies, including adaptation to increased
costs and risks to peak seasons and natural attractions (see below).

The experience of the Great Ocean Road since its 2015 strategic master plan suggests how

the social licence and additional social infrastructure may be just as important as the
development itself. The plan brought investment in accommodation, car parks and roads,

and lifted visitation from 4.8 million in 2015 to 7 million in 2019. 85 While the additional
income and employment were appreciated, the heavy bus and car traffic changed the
nature of small coastal communities. Although the pandemic has returned the region to
relative tranquillity, it also offers the opportunity to reconsider what facilities are needed

to serve both increased visitation and local communities. 86

Australia h as a number of world  -class natural attractions and diverse experiences that could

be candidates for sustainably increased visitation. For example, Mungo National Park has

rock formations and desert landscapes to challenge Lasseter, but attracts only 5 perc ent
of L a s s e tvisitor&mend; the Barossa has the epicurean qualities to match those of the
Hunter region, buttakesinonly 7 percent oft he Hunt er reveaugd. The Masgaret
River region is the same distance from Perth as the Great Ocean Road is from Melbourne,
but has seen only 3  percent growth between 2015 and 2019. 87 A number of locations,
including t he Flinders Ranges, Shark Bay, Kimberley, Kakadu, Menindee Lakes, Showy
Mountains and Tasmania , all have qualities for building destination appeal.

Consider niche strategies for international and business visitors

The seven strategic elements outlined above are needed for domestic visitors, but once in
place they will be equally ready for international visitors. With revenues from domestic
visitors, destinations and providers may invest further to attract and cater for their targeted
global markets. But these would be incremental actions, rather than starting from scratch.

Similarly, destinations may seek to draw more business travel from the capital cities , with
high - quality infrastructure and connectivity for meetings, conferences, incentives and

85 TRA, International and  National Visitor Survey

88 ABC News, o6Victoriads Great Ocean Road is going quieX, and itos
January 2021 .

87 TRA, International and National Visitor Survey results
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events . Facilities to host business events would be the major investment, assuming that
physical and digital access is in place for holiday makers. For example, the Gold Coast was
able to attract 49  percent of all conferences, meetings and incentives in Queensland during
2019, much of it from interstate. 8 The Gold Coast Convention and Exhibition Centre and the
Currumbin Wildlife Sanctuary provided the ven ues and hospitality, while Destination Gold
Coast pursued the marketing. Higher yields could be earned with higher -end
accommodation options. But none of that would be possible without supporting ecosystems

and physical and digital access already in place.

Pursue Indigenous -led Visitor Economy partnerships

Indigenous experiences can be offered as much in the cities as in the regions. However, we

discuss their potential in this section because our research suggests that visitors prefer their
Aboriginal expe riences to engage with nature and wildlife, rather than with urban cultures.
This section considers both the interest in Aboriginal experiences, and the need for

Indigenous -led partnerships to provide them.

i1 There is evidence of a strong latent interest in Indigenous experiences that the

Visitor Economy may both stimulate and meet. The evidence for growing interest in
Indigenous events or experiences is real but modest. ® Tourism Australiads 202
found that an Indigenous experience ranks only 17 hmof 21 factors in peopl ed:s

choices; only German respondents ranked it in the top 10.

However, the CDP also showed how ready visitors may be to put an Australian Aboriginal

experience on their itinerary. The respondents revealed that Australia is the country they

most associate with an Indigenous experience, so the more interested they become , the

more Australia will benefit. Their awareness of Indigenous experiences in Australia is

currently very low but  , whe n introduced to what is available, respondents found them

very appealing. In addition , those finding them the most appealing were from our target

source markets , the top being India (55 percent of respondents finding it ¢
appealing, and 88 percent 6 wiey or somewhat 6) , I ndonesia, A&hina, |
Overall, the intention to engage in Aboriginal experience rose from 37 percent to

51 percent as a result of learning more about them. Of most interest was engagement

with nature and wildlife, coasta | and aquatic, and culinary experiences. 90

1 Meeting that demand must be done in a way that balances respect for
traditional ways, culture and intellectual property with the best business,
customer -experience, curatorial and digital expertise. Although Indig enous -led
and controlled initiatives are essential to meet demand, appropriate  collaborations may
be needed to bridge institutional, capability and resource gaps. The voices of Indigenous
Australians and the broader Visitor Economy should be raised together to ensure that
Indigenous culture and pride are celebrated and supported. Recognition and promotion
continues to be offered through the National Indigenous Australians Agency (through the
Indigenous Tourism Fund) and Tourism Australia (through its signature experience
program , Discover Aboriginal Experiences ).

Capability gaps can  be closed by Indigenous  -led collaborative initiatives that respect the

intellectual property of Indigenous people. Strong examples of these ventures were
88 Queensland Treasury for Tourism Events Queens| and, 2020, Queensland Business Events Survey (QBES)
2018 -19.
89 Meetings with industry experts; Phocuswright, 2018, The In -Destination Experience: Why We Travel

%  Tourism Australia 2021, Consumer Demand Project.
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highlighted in the Indigenous Tourism Champions Program, which provi ded access to
business development  specialists, targeted funding and international and trade marketing
for selected quality Indigenous tourism businesses.

However, capability and resources may not be sufficient to provide reliably powerful and
sustainable experiences. Challenges include a ccess to start -up finance and capital, and
recruiting and retaining appropriately skilled labour. There may therefore be richer
collaborations with tourism, business, cultural, curatorial and digital experts, from a

wider range of national and internationa | backgrounds.

Resource gaps are also emerging in deeper marketing analysis. 9 |nitiatives are typically
local, with little capacity to explore the international and national desires for Indigenous
experience, and how to meet them. Their primary research i s patchy feedback from their

own customers. Research is needed to close this gap. To the extent that it is culturally
possible and appropriate, pathways could be explored for Indigenous ventures to attain
the scale they would need to undertake their own re search.

Indigenous -led ventures that target nature and culinary experiences are an essential part
ofa destinationbts ecosystem of experiences.

Opportunity: Consider how to improve business capability and awareness of Indigenous
experiences in a way that ba lances respect for traditional ways and implements best
customer and business practices.

Strengthen resilience planning

Regional destinations have had strong reminders over the last two summers of how natural
disasters can threaten attractions, communities and businesses. Regional visitor economies
will have to strengthen their resilience planning, including the greater risk of lost seasons,

and higher capital and operating costs.

i1 Greater risk of lost seasons owing to extreme weather events. The 2020
Australian bushfires spanned the peak summer holiday season and cost the Visitor
Economy approximately $4.5 billion in cancellations and damaged property. %2 The 2021
floods severely affected the Easter holiday season after rainfalls not seen since 196 1.9

Rising temperatures  may also shorten visitor seasons in outback locations, with daytime
temperatures in the Red Centre expected to exceed 35 degrees on 113 days per year by

2030, up from 80  days today. * Business continuity and resilience plans must fac torin
the increased likelihood of extreme weather events, and the compounded severity of

these events in the future. 95

i Rising costs to manage natural -disaster risk. The insurance industry was one of the
earliest to track the rising severity and probability of natural disasters, and factor them

91 Meetings with industry experts.

2carruthers F, 6Tourism |l oses $4.5b t o bAusgdiidnFinaaceal Raview,0 vE/r seas Vi si
January 2020 .

B Thompson A and Cormack L, O6NSW weather as it happened: Floods ac.
the state, Warragamba Dam s p i | ThesS§ydney Morning Herald , 21 March 2020.

9% CcSIROandBoM, Cl i mate Change in Australia Information for Australiabs

Regions: Technical Report , 2015.
9 CSIRO and BoM, State of the Climate 2020
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4.

into its risk assessments. % In the wake of the 2020 21 disasters, bushfire premiums in
Victoriads al pihyd00rpersentr, and bushfiresaad storm premiums for
caravan parks have become almost prohibitive. 97 Assets in at -risk areas will also need to

be upgraded or rebuilt to more resilient building standards.

As regional businesses and communities become aware of the need to reduce their

vulnerability to disaster risks, they may create and realise value by a ddressing those risks.
The Australian Governmento6és 2020 GuidanceRiskor
suggests that communities take a more whole -of-system , resilience approach to managing
risks to them and their visitors, rather than focusing on the m  ost immediate hazards. %

BEvent ecosystems

Make diverse eventsakey element oflong -term national, city and regional
strategies, and of post - pandemic strategies.

Austral i ads i ultual sportng dng business T drove over 10 million visitor trip

in 2019, adding $ 5 billion to the Australian economy .9 Attending them may be mandatory,
or an excuse to finally visit Australia or travel interstate. Hosting them can stimulate and
underwrite investment, and build profiles and
need to attract these events to accel erate their Covid recovery, and help underpin the
infrastructure on which other visitors rely.

This section considers how:
1 Events have multiple, critical roles for the Visitor Economy, and

1 Event strategies at national, city and regional levels need to ensure that they have the
right number of show  -stopping events on their calendars, each with an ecosystem of
satellite events, and access and financial infrastructure in place.

Opportunities: Consider how best to | everage events to kick - start travel post -Covid ,
stimulate and promote a calendar of events in destination strategies, and explore financial
enablers such as funding pools to mitigate upfront costs.

Events have multiple, critical roles for the Visitor Economy

Events have benefits well beyond the direct revenue. They drive incremental trips and
spend to adjacent providers, help promote the destination (generating invaluable word of
mouth), and underwrite investment in infrastructure. Cu Itural and sporting events like Mardi

Strateg

r el

Gras, the Adelaide Fringe and the Ashes also play key roles in our national stories. Business

events can generate more new business for Australian enterprises, build relationships and
provide a powerful tool for knowle dge sharing.

Event visitors tend to spend more than other visitors, and therefore  generate more jobs and
investment. Overall, those attending an event spend about twice as much per night as
holiday visitors. For example, those arriving from overseas for a business event in 2019

9% SeeforexamplelAGan d Swiss Re6ds involvement with Origin, Visy
Cl i mat e Change 0 sTheBasihéss Caserdoo Eatly Action on Climate Change.

“Peck J, ABushfire insurance premiums up by aes rneugci haB@&dEEwss Q10

December 2020 .
98 Department of Home Affairs, Guidance for businesses to help reduce disaster risk, 2020.
9 TRA, International and National Survey ; interviews with industry experts.
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a holiday

spenton average $ 4,800 during their whole trip, 83 percent hi gher t han

$2,600 .100

Each of the three main event sectors has a successful history in Australia.

the following

1 Business events attracted over 1.8 million visitor trips in 2019, growing at over

Figure 24 shows

8 percent annually since 2015, with indicative events being Amway China Incentive Event

(2019; 6,500 visitors) and the International Aeronautical Congress (2017; 4,470
visitors) .10t

i Cultural events attracted over 5 million visitor trips in 2019, growing at over 6 percent
annually since 2015. For  example, Vivid Sydney 2019 attracted 86,700 international
travel packages, up 19  percent on 2018, among its total 2.4 million attendees. 102 The
Adelai de Fringe attracted almost 35,000 interstate and international visitors in 2019, a
72 percent increase on 2018, and generated $36.6 million in visitor spending, up 24
percent 103,
i1 Sporting events such as the Grand Prix, State of Origin and Australian Open att racted
approximately 4.6 million visitors, about 10 percent of them international. 1%
Figure 24 : Events draw in the crowds
Overnight holiday makers attending events
2019, 000s
CAGR CAGR
Domestic visitors 2015119 International visitors 2015719
Festivals, fairs and 7% 4%
cultural events
Business events 9% 7%
Sporting events 5% 1%
Source: Tourism Australia; Business Events Council; TRA, National and International Visitor Surveys
Building event ecosystems
Australiabs proven track record of hosting major even
upcoming gl obal sporting events: the 1 CC Mendés 20/ 20
Cup 2023 and of course the Olympics in 2032. Our record of Covid managementwilla ddto
that advantage, assuming that there is a timely vaccine rollout.
100 TRA, International and National Survey ;. interviews with Tourism Australia.
101 Bysiness Events Council, ~ Value of Business Ev ents to Australia: FY19 high -level update , 2020.
12 pestination NSW, 6Vivid Sydney 2019 breaks all records for visi:
18 Adel aide Fringee ¢F20hyeAdalcaiedases tourist attendance by 72 perc
104 TRA, International and National Visitor Survey s.
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This record can feed into a steady stream of major events, at both national and destination
levels, to add resilience to the Visitor Economy. Destinations may confirm that their event
and visitor strategies are closely aligned, and have four essential elements in place.

1. A calendar of annual events that aligns with the de:
advantages.  World -class event cities have 10 i 15 anchor events spread throughout the
year, aligned with target -market travel preferences and school holidays, as well as
periods of low demand. Cities like Dubai and Singapore have been able to leverage their
positions as travel hubs to become event destinations. Others adopt a more thematic
strategy that  aligns with their global reputation. For example, Berlin regularly hosts
medical and advanced science conferences, drawing on about 1,500 professional
associations and 22 technology parks. 105 San Francisco can attract events that showcase
the digital and hi gh-tech wonders of Silicon Valley.

Australia has national recognition for sport and mining, a strong drawcard for global

events in Western Austr al i aalsoYailtingA tegutatioaforivarlds -ci ti es

class cultural and social events such as S ydneyds New Year bés Eve and Vi vi

I nternational Writersé and Fringe Festivals and Hob.
2. Satellite -event capability. Itis rare for a stand -alone drawcard to bring visitors across

the oceans or interstate, as the Olympics or Edinbu rgh Fringe may do, and then go on to

generate repeat business. Rather, the anchor event will need a host of satellite events to
maintain energy, cater for a wide range of visitor interests, and spread arrivals and
departures over a longer period. For exam ple, the Singapore F1 Grand Prix is
accompanied by a month of activities which span film and the broader arts, DJ
productions, game and comic conventions, gourmet wine and food, and the Singapore

Lantern Festival. This strategy also enables regional partic ipation in the event: for
example, state -wide Dark Mofo (not just Hobart), or state -wide Vivid across NSW.
3. Well -connected physical infrastructure. Australiabs cities have good
infrastructure, but will have to consider whether they have the full p ackage. Leading
event destinations such as Orlando (US A), Singapore or Tokyo offer large and flexible
event spaces that are embedded in highly efficient public -transport networks. These
enable event goers (for business events in particular) to focus on the relationships they

are there to build, rather than logistics they endure.

4. Appropriate financial enablers. As an Australian event automatically adds a day or
twobds travel to the visitords itinerary, the role of
Some governments have a 6subvention fundd toichessen t
seek to host international or | arge national events.
Bid Fund does exactly that, having supported 40 competitive bid successes since July
2018 for events which generated $982 million in economic value or $31 for every dollar

invested. 1% South Korea, the Netherlands, Cyprus and Malaysia are just some of the

many other countries  which have adopted a subvention  -fund strategy. Organisers can
apply for a grant, loan or guarantee from the fund to cover venue deposits, organiser

fees and marketing costs until delegate and sponsorship revenue is secured.

By their nature, these ecosystems are collaborations between all relevant municipal,
government and  industry parties. It may be that events are needed now, to bring together

105 visit Berlin, Berlin as a Centre for Science: Facts and Figures
106 Tourism Australia, Annual Report 2018 -19.
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the brightest minds in the relevant sectors and conceive new and renewed (inter)national -
scale events to capture the imagination of industry, government and visitors.

4. 4Quali ty,omwenlgc educati on
The education sector should act quickly to retain its international market, with a
strategy to diversify its students , modernise its offer and increase its value
perception.
Australia is a leading provider of international tertiary students, finishing 2018 almost equal
second with the UK in tertiary enrolments and market share: see Figure 25 . These tertiary

students made up 74.8 percent of international education spend in Australia in 2019, with
21.3 percent being students in English  -as-a-second -language and other vocational
training. 1°7 Our historically high quality of education and strong multicultural community in
an English -speaking country have been attractive to international students.

However:
1 There is an immediate need to addre ss the risk of enrolled students switching to another
destination as a result of the Covid disruption, and

i Australia must offer a more welcoming, premium student experience to maintain its
status as a premium price destination in a n increasingly competitiv. e market for
international education.

Opportunities: Consider all potential avenues to encourage international students to return

as quickly and as safely as possible to start/resume their studies. Consider further

innovation in online and remote technologies. Consider how best to target students from

growth markets, including promotion of the working options for international studen ts.

Consider how best to maintain Australiads premium price po

our unique and welcoming multicultural communities, while continuing to enhance the
quality of educational experience for international (and domestic) students.

Ad dressthe Covid -induced risk of students switching to other destinations

The pandemic has forced a reset of individual student plans and , consequently, of the sector
as awhole resultingint he international student pipeline to Australia being severely
disrupted. International student enrolments fell 17 per cent to just over 550,000 enrolments
in the first quarter of 2021 compared to the same period in 2020. 108 This decline is however
being moderated by an increase in the number of enrolled students outside Australia over
the period from July 2020 to March 2021. 109

With our borders still closed, a 2020 IDP Education survey found that 5 3 percent of students
enrolled in Australia are considering a switch to another destination if they are unable to
start on camp us soon, and 44 percent of students are only willing to study online for three

months before transitioning to face -to-face learning. ° As a result of this and other factors,

107 ABS Education Related Travel, by Type of Expenditure.

108 pepartment of Education, Skills and Employment, International studentd  ata monthly summary , March 2021

109 pepartment of Education, Skills and Employment, International students outside Australia due t oCOvVID 19 ,
Research Snapshot May 2021

110 |IDP Connect International Students Crossroads I , 2020 .
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some analysts have predicted that higher education enrolments may continue to drop
through to 2023  before they start to recover S

In our favour is  the fact that international students believe Australia is a relatively Covid -
safe place, assuming timely roll -out of vaccinations, and has a strong and accessible

healthcare system. In the IDP Education s urvey mentioned above ,only21 percent of
students thought it unsafe to travel to Australia, compared with 54 percent for the US A and
51 percent for the UK.

Figure 25 : Australia on the verge of seco nd -largest share of the international student
market

Top 6 host countries for international tertiary students
% total students

2008 2018

France
France

Canada
4.0

USA
Canada
55

Germany

Germany

8.0
Australia

6.9
Australia UK

Source: Education at a Glance: OECD Indicators, 2010, 2020

A quality, welcoming education experience will be worth the cost

From this position, Australia is seeking to adjust and strengthen its value proposition for
international students in order to retain its leading market position. The Department of
Education, Skills and Employment is now developing the Australian Strategy for

International Education 2021 1 2030.

In Section 3.6 above, we suggest that the emerging middle classes of India and Emerging
Asia might be our target source markets. The costs of living and of university fees loom
large in their considerations, and both are high in Australia. In a 2019 IDP survey , 38

percent of students who were deciding to study elsewhere cited the cost of tuition as the

main reason, with 23 percent citing cost of living: see Figure 26 . A year later, an IDP survey
of student reasons for changing their study plans found that 18 perce nt of students who had
been studying in Australia found the cost of living had been too expensive, compared to 9

percent in Canadaand 7 percent inthe US A.1?

111 strategic Project Partners, International Students i no fast return to normal , 29 March 2021.
112 |DP Connect , International Student and Parent Buyer Behaviour Research , 2019.
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Figure 26 : Cost of tuition and living expenses are the leading barriers to study in Australia

Reasons for students not selecting Australia

Share of responses that identified reason Change total responses
2019, % respondents who did not select Australia 20171719

Cost of tuition is too high -3%

Cost of living is too expensive

«

-10%

«

Dondét have family o +6%

o

Quality of education +1%

Better post -study work

ol 0%
opportunitiese Isewhere

+1%

[y
(=]

II
N
© [N}

Too many international students

«

Lack of scholarship opportunities -3%

Woul dnoét feel safe +4%

Source: IDP Connect Student and Parent research for Austrade, 2019

The Australian Strategy for International Education consultation paper has identified three
experiences prospective students are seeking in Australia, given the cost: the best possible
student experience; a distinctly Australian exp erience and community connection; and

a strong technology experience. 113 Australia has strong advantages in each of these areas:

1 The quality of tertiary education for both international and domestic  students,
including using models that blend online and face -to -face learning. Australia has
a strong historic reputation for education, with seven universities inthe QS top 100, 4
behind the leaders  (the US A and UK ), but ahead of most comparable markets: see Figure
27.

Making that equation more difficult is the balance of online and face -to-face learning. The
pandemic experience has demonstrated that some part of the learning experience can be
delivered online in an engaging way. Those new capabilities may be a double -edged
sword for Australia, however. They may increase overseas demand for courses offered by
Australian universities, but may also reduce the total student time and spend in

Australia, a risk to the overall Visitor Economy. Australia may need to sharpen its

offer ings furtherto respond to this challenge

T The strength of Australiaés thrivi nAustraimhowhasul tur al
a very high proportion of residents born overseas, after high levels of immigration since
World War 11.By 2019, 30 percent of Australiads resi da@amoverspag,pul ati ol
compared to New fgeecant andadrsa @ Pércent 215 percent inthe US A and
14 percent inthe UK. %5 That should be an advantage in the education market I students
can interact with people from the host nation and many others, while having the
additional comfort and support of their own language and cultural groups.
Disappointingly, however, international students are four times more likely to report

113 pepartment of Education, Skills and Employment, Australian Strategy for International Education consultation
paper , 28 March 2021.

114 QS Top Universities, World University Rankings 2020.
115 ABS, Migration, Australia  April 2021 .
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feeling 6unwel comed i n Aust rireHeiUl and peaceptionshoefgeling o
welcome were not enhanced during Covid . So, for example, 8  percent of students
surveyed by IDP Connect in 2020 felt they were not welcomed, 116 compared to 2  percent
inthe UK and 3 percent in NZ. That proportion would eq uate to 35,600 international
students at risk  in Australia

1 An opportunity to work in Australia, during and after study. Work rights rank as
highly in the minds of international students and their families as the quality of their
education (see Figure 26 above) and are the second  -most important decision factor for
Indian students. Recognising this, host nations are strengthening their proposition. For
example , the US Citizenship Act of 2021 would, if passed, allow eligible students to apply
for legal perm anent residence status while completing their studies, and doctoral
graduates in science, technology, engineering, and
access to the US 6green car ddvhilatheysearchfor emain i n the
employment. 7 Canadad6s visa settings are al soWhlery compet
Australia n post -study work years exceed those of most comparator countries, the
minimum study requirements for eligibility ( two years) are above those of the US A and
UK (one year). 118

Figu re 27 : Australia has 7 universities in the global top 10 0 but other countries are catching up

Universities in QS 6Top 100 Universities 202060
#, by selected countries

United United Australia China South Canada  Germany  Singapore New India
States Kingdom Korea Zealand
Change
since 2010 -4% -1% No change +4% +4% -1% -1% No change
Source: QS University Rankings 2010 and 2021
116 |DP Connect, International Students Crossroads IlI , 2020 .
117 Fakhoury Global Immigration , Undted States: U.S. Citizenship Act Of 2021 Unveiled By Biden Administration,
Democrats 6, 8 March 2021.
118 |nternational Education Association of Australia, Global Perspectives on International Student Employability ,
20109.
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5Making their stay

If potential visitors have identified a compelling reason to come to Australia, it is up to the

Vi sitor Ecaeasaoppys&dors to deliver the access and diverse accommodation they
need, and the experiences they seek. Doing so will rely on a modern workforce and a digital

working environment.

This chapter considers how the Visitor Economy may pursue the followi ng:

5.1 A w orkforce for the future , a o6friendly and effectived, mul ti
higher -paying specialisations in personal service and digital technologies

5.2 Digitisation that opens opportunities for providers to deliver base services more
efficiently, and offer more services that cannot be automated

5.3 Aviation that keeps addressing capacity constraints, and accelerates technology to

sustainably conquer Australiads tyranny of distanc
5.4  Accommodation with investment and innovation to mee t peak -period and high -end
demand, and to erase i mpr e-snarkebstock of o6tiredd middl e

5.5 Visas that are more competitive and accessible to our target growth markets

5. 1Preparing a workforce for the future

While the Visitor Economy has immediate labour market concerns, it has the
longer -term opportunity to modernise its workforce more permanent, skilled,
and higher  paid capitalising on automation and digitisation.

Australiads Visitor Economy workforce is as-diverse a
makers in Sydney, university tutors in Townsville, surf coaches in Coolangatta and

marketers in Paris, to name a few. Many of their roles are too busy for one person, while

many others have been lost or made precarious by the pandemic. Some of their roles are

exhilarating, while many others are repetitive and vulnerable: low paid, low skill and casual.

The immediate Covid disruption comes at a time of accelerating change from automation

and digitisation. Yet these may be the forces to give Visitor Economy businesses and
workers more confidence in their future. Automation and digitisation have the potential to

raise pay, security and skills I though at the cost of low  -end jobs i and create higher -
paying specialisations in personal service and digital technol ogies that will attract people to
the sector.

This section considers how the sector may:

1 address immediate labour shortages by considering rapid -reskilling programs, higher
wages , and relaxing work restrictions on visas, and

1 pursue an industry  -wide skills transition to build a more permanent, skilled, higher - paid
workforce, capitalising on automation and digitisation.

Opportunities . In the short term: consider the potential for enhancing wage levels and
reskilling efforts, consider review ing restrictions and processing times for visas,

particularly work and holiday and temporary skill shortage visas, and consider early re -
entry of working holiday makers and international students.
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In the longer term: consider how best to nurture the workforce as a competitive advantage
the best formal and informal means to develop the necessary mix of cognitive, social and

technology skills ; how best to enhance national mechanisms to assess the state of the

labour market and suggest actions to match demand wi th supply ; and how best to draw on
more diverse and underemployed labour supplies, including people with a disability and

older Australians

Addressing short -term labour issues

The Visitor Economy has become more reliant on labour from working holiday make rs,
international students and other migrant labour , particularly for low  -skilled work and in
regional destinations. In 2021, however, closed borders have restricted the supply of these
workers, with no increase in the number of Australian residents willin g to do that work. The

shortage of available low -paid hotel staff is reducing the availability of rooms in both
regional and city hotels: see Section 2.1.

The loss of international working holiday makers (WHMs) has been a double hit to the

Visitor Economy . The number of WHMs in the country fell from almost 120,000 in March
2020 to fewer than 40,000 in March 2021. 1* The impact has been felt across the farm and
hospitality sectors. WHMs made up 14 percent of farm workers and 6 percent of hospitality
workers in December 2019, and so vacancies for positions like housekeepers and

kitchenhands doubled in the year to December 2020. 120

Until international borders open, there are a number of possibilities to address these labour
shortages which could be considered in addition to those already implemented by the
Australian Government in response to Covid 121

1 Some student visas may be converted into a temporary skill shortage visa (subclass 482)
to enable full -time work during a pause in studies, a nd

1 Visas that allow graduates to work (subclass 485) might be easier to obtain: currently
they cost $1,650 and the estimated processing time for 75 percent of applicants is
8 months. 122

When borders re -open, there could be further options to review the avai lability , conditions
and processing time  of work and holiday visas (subclass 462) and temporary skill shortage
visas . For example:

1 The processing time for a temporary skill shortage visa might be accelerated: an
employer wanting to urgently fill a vacancy is unlikely to sponsor a visa application that
has a processing time of up to 7 months for 75 percent of applicants,

1 Holders of work and holiday visas might be able to work for the same employer for more
than 6 months,

1 Exemptions may be applied for releva nt skills, time limits and wage thresholds to work in
remote and regional Australia at appropriate wage levels, and

i Visitor Economy roles such as cooks and kitchen hands might be granted an expanded
temporary activity visa (subclass 408).

119 Department of Home Affairs, Temporary visa holders data, March 2021.

120 ABS Detailed Labour Force.

121 For example, the temporary relaxation of the 40 -hour -a-fortnight working limit for those on student visas
(subclass 500)

122 \\eb research.
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However, addressi ng the long -term need for upgraded skills and wages may be just as

important for addressing the short -term skills gap.

Addressing long -term structural weaknesses

The transient, seasonal, and low -pay nature of the Visitor Economy workforce are structural
weaknesses that are likely to undermine the health of the Visitor Economy itself. All visitors

are expecting higher levels of service, and relying more on digital transactions so that they
can focus on the personal experience. A well -paid, permanent workfo  rce is more likely to be

developing those personal and digital skills.

At first glance, the make  -up of the pre -pandemic workforce had many positives. Outside

aviation and ground transport, women made up most of the Visitor Economy workforce in
2019. Over half of tourism  workers (52 percent ) were in regional areas, making up
8 percent of the total regional workforce ( compared to 4 percent in cities) and up to

60 percent in some regions ( for example , the Tasmanian East Coast). 1

However, structural weaknesses were constraining the workforcecd
as they had for some time:

i1 Part -time staff  are almost half the workforce, as the sector relied on those taking
6working holidaysd and O&hpsepseekisgdong dermcareehier t han
development. Part -time workers were 48 percent of the Visitor Economy workforce in
2018-19,up from4 1 percent in 2004 7 05: see Figure 28

1 Jobs in the sector have been more seasonal and insecure than in the broader
economy. The workforce rises and falls b y 6 percent each year, while seasonal variations
in the rest of the national workforce average less than 1 percent : see Figure 29  below .
i1 For all that insecurity, average pay has been low. Two -thirds of Visitor Economy
jobs were in food, retail and accommo dation in 2019 i the lowest -paid sectors in
Australia at $26 to $28 per hour, compared to the national average of $39: see Figure 30

below . As a result, those two  -thirds of the Visitor Economy workforce contribute just one -
third of the secetaddt 6s direct valu

123 ABS, Detailed Labour Force.
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Figure 28:Tourism offers many jobs, but many are part -time
Female Part -time
Total number of tourism jobs CAGR workforce workforce
Industry monthly, month of Dec 2019 2015 -19 2018 -19 2018 -19

Food services “ 4%
Retail trade 113 1%
Accommodation -2%
Education and training 4% 39%

Culture, arts and recreation 3%

Transport 3% 20% 20%
Aviation 4% 33% 23%
Travel agency and a o

information centre services 1% S8 a5

Other industries @ 2% 43% 25%

Total visitor economy 686 3% 53%

Source: ABS Tourism Satellite Account

Figure 29: Vi sitor Economy jobs are the economyds most insecur

Australian seasonal change in jobs growth
Quarter to quarter, %

Covid -19

Tourism main jobs

0 Economy main jobs
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-14
2004 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 2021

Source: ABS Tourism Satellite Account
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Figure 30 : Visitor Economy pay is well below the national average
Sub -sector Cash earnings of non -managerial employees
(Visitor Economy share of jobs) Average per hour, $
Mining e ] |
Electricity, gas, water and waste services _
Finance and insurance services 4 | |
Information media and telecommunications I A
Professional, scientific and technical services s | ]
Education and training (8%) -
Public administration and safety -
Health care and social assistance .
Construction 4 ]

Transport, postal and warehousing (10%) 38
Administrative and support services 6
Wholesale trade 6
Arts and recreation services (6%)
Manufacturing

Rental, hiring and real estate services

N
& N
w
w
#wgmw

Retail trade (16%) 8
Accommodation and food services (52%)

Average: 39
Source: ABS, O6Employee earnings and hourso6, 2019

Personal and digital skills needed in the age of automation

The post -Covid recovery may be an opportunity to accelerate a transition towards
addressing the structural weaknesses in the Visitor Economy workforce atransitiont hat
will be happening in any case, as discussed below.

Recovery from the pandemic is likely to usher a new cohort of people into the sector, as
many of those with prolonged job losses have moved on to other roles, especially in capital
cities, where touri  sm accounts for only 4 percent of total employment. For that cohort,
there will be more digitisation and automation, and the mix of roles and the competencies
that the sector needs will be different.

Already, more than a quarter of food and accommodation businesses report that  Covid -19
has permanently changed the nature of their services and the roles their staff play. 124
Check -in apps and capacity limits have led more people to book in advance, and to use

virtual menus. These apps are replacing some of the routine administrative tasks in

hospitality, freeing staff to cater for guests with greater independence and social skills.

These shifts are in line with longer -term digitisation and automation trends. McKinsey Global
Institute has modelled the time taken to complete key tasks involved in each occupation

and industry. 5 In restaurants, for example, almost half of all labour time involves

repetitive physical activities and machinery operations. Consequently, up to 30 percent of
restaurant and accommodation jo bs are vulnerable to automation.

These trends are likely to re -mix the competencies required in the Visitor Economy, without
reducing the total number of staff. Productivity gains from automation are expected to

increase aggregate incomes across the econom y,and so the demand for restaurant and
accommodation services, creating more jobs but of a different type. These jobs will require

124 ABS, Business Indicators, Business Impacts of Covid -19.
125 McKinsey Global Institute, Australiads Aut oma,20l®n Opportunity
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more of the personal, cognitive skills that more and more people are educated for and
expect to use.

Figure 31 shows the ch ange in the skill mix expected over the next decade. The left -hand
side shows the reduced need for low -level skills across all industries. The right -hand side
shows what that may mean for hospitality: demand for physical labour will fall by about

20 percent , but be offset 6 times over by demand for cognitive, social and technological

skills.

Figure 31 : Covid has accelerated the shift in skills that the hospitality workforce needs

Change in total hours of work
%

All industries Hospitality industries

80 80

60 60

40 40

20 20

0 0
Physical Basic Higher  Social and  Techno - Physical Basic Higher  Socialand  Techno -
and cognitive  cognitive  emotional logical and cognitive  cognitive  emotional logical
manual manual

Source: McKinsey, Australia's Automation Opportunity, 2021; team analysis

Building the workforce of the future

The transition of the Visitor Economy workforce is obviously complex, encompassing
management, investment, technology, workforce and regulatory issues. More advanced
businesses will already be working through those issues, and pursuing the talent they need
for the next decade.

However, a wider industry effort may be needed to ensure that the necessary skills are
available. Visitor Economy collaboration may be needed to:

i support the many small businesses for whom this transition is challenging,

i1 engage with education and training providers to ensure that graduates and lifelong
learners who have a passion for the Visitor Economy also have the soft skills and the
technology skills they need,

1 enhance Indigenous employment outcomes, particularly in regional and r emote Australia,
where Indigenous people represent a n under -utilised and under -employed labour market

1 engage with pools of suitable workers which may not have been fully considered before
(such as people with a disability and older Australians , see below)

i1 harness case studies and start conversations on what works for businesses to recruit and
keep the people they need,
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1 ensure industry -led skill councils can assess the state of labour market and suggest
actions to better match demand with supply, and to assist workers no longer employed in
other industries to transition to tourism,

1 ensure education policies value cognitive, social and emotional skills as much as
technological ones, and

1 ensure there is relevant Visitor Economy training and accreditation from TAFE, other
higher education providers and professional bodies.

Businesses in the Visitor Economy may take a broader approach to where and how they

source workers. For example, a s the community becomes more inclusive, employers could
increasingly exp lore opportunities for the inclusion of groups sometimes excluded or subject
to discrimination , including people with disability and older people . As businesses review

their labour issues in response to the pandemic, this may be an opportunity for them.

5.2Adigitally enabled Visitor Economy

Digital technology is already transforming the end -to -end visitor  journey , creating
more diverse experiences and raising expectations for adoption and innovation.
Digital devices, platforms and experiences have already transformed how we travel, learn

and do business. The pace of that transformation is not slowing, but continually opening

up new opportunities for providers and destinations that can work at the digital frontier.
However, it has also reached the point wher e even the smallest businesses in the Visitor
Economy must be able to work comfortably with digital platforms.

This section considers four actions that may be needed for some providers to open up
further opportunities, and for others to adapt to the digit al transformation:

1 travel agents and information providers to focus on more complex travel needs,
1 smaller SMEs to build up their digital muscle,

i leaders, destinations and industry bodies to reimagine the visitor experience, and

1 industry platforms  to connect visitors, destinations and providers.

All these actions will be enabled by advanced data and analytics at an industry level: see

Section 6.1.

Opportunities: Consider how best to m obilise efforts to connect visitors, destinations and

providers through digital platforms ; enhancing  link s between  Visitor Economy leaders and
the start -up and innovation ecosystems ; consider additional avenues for SMEs to adopt
digital platforms and skills ; consider further policies to stimulate innovation and ensure

thatthe  gains of digital adoption are not concentrated in global tech giants.

Travel agents to focus on more complex travel needs

The Australian Federation of Travel Agents (AFTA) reports that many agents experienced

a 90 percent drop in revenue in the year to March 2021. 126 Of the 29,000 workers employed

in travel agency and information services in December 2019, over 19,000 remained on

JobKeeper at the schemebs ¢ FoAs @6r percantn of dant mookings erel .

126 AFTA Media Release, October 2020.
127 ABS, Tourism  Satellite Account.
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for inter national flights and cruises, a short -term recovery from the Covid shock will be
challenging.

The longer -term concern is that digital intermediaries are heavily disrupting the distribution

side of the Visitor Economy. Revenues for online travel agencies (OTAs) and metasearch
providers grew quickly through the last decade: 10 percent per annum in Europe,

12 percent in Asia, and 6 percent in North America. 22 Now, OTAs like Expedia and
Booking.com are expanding their services to bookings beyond air and accom modation, and
including communication between visitors and providers. Metasearch engines like

TripAdvisor and Kayak now offer reviews of dining and other experiences, and enable

instant bookings through OTAs. These intermediaries are also acquiring start -up challengers
and software -connectivity companies to maintain their competitive positions.

While traditional agents will struggle to compete on basic bookings, they will retain a critical
role for more complex travel needs ( for example , curating experienc es, bespoke services,
and meeting safety, logistical, accessibility and personal service needs).

SMEs to build their digital muscle

As we saw in Section 1.1, about 95 percent of businesses in the Visitor Economy have fewer
than 20 employees. Few business es of that size have the confidence and capability to invest

heavily in digital innovation. A 2018 survey by the ANZ Bank found that more than

56 percent of SMEs across the economy were either dismissive of or tentative towards

digital technologies (digite ch) : see Figure 32. Many Visitor Economy businesses also share
Australiabds SME amb digitach eTelstra hat suggasted, based on ABS data,

that , while over 50 percent of all Australian businesses had a web presence in 2018, fewer

small business es wer e usi ng 06 odigttesha thah wéerausingraccdunting and other
business -process software. 1%°

Figure 32 : Few Australian SMEs are digitally confident, and the Visitor Economy is no
exception

ANZ SME digital mindsets survey
2018, % of respondents

Digitally dismissive
Low confidence exploring
digital technologies

Digitally tentative

Reliant on external help to
increase digital capability,
lowest use of digital

25

Digitally advanced

Strong digital understanding
and capabilities, highest use
of digital tools

Digitally confident

Believe they have benefited from
digital tools, likely to have used
more than three tools

Source: ANZ, 6The Digital Economy: transforming Australian businessesd, 2018

128 ph o c us Wr Trayél tesearah: What the world's biggest OTAs have been up to 6 May 2019.
129 Telstra, 2018 Telstra Small Business Intelligence Report

The Visitor Economy 85



The industry needs to find ways to help SMEs overcome that reticence. For SMEs across

Australiads service industries who have dopereentstm, di gi
20 percent increase in customer satisfaction, a 20 percent to 40 percent reduction in costs,
and 20 percent increases in conversion rates and growth. 130 That is consistent with the ANZ
Bankdés view that small businesses with up to 19 empl o
percent and save 10 hoursoé | abour a®week wusing digital toc

Many small businesses are ado  pting winning ideas and innovations, but others may need

help to implement them well. The Visitor Economy can support adoption across the market

by highlighting customer preferences, leveraging existing business -support programs
available from the governme nt, celebrating successful Australian innovation, and tracking

down the global innovations most likely to have Australian applications. Efforts can also be
made to ensure digital tools and platforms are designed to be accessible to those with a

disability.

Leaders, destinations and industry bodies to reimagine the visitor

experience

Industry leaders and destinations can go further, reimagining the visitor experience through

digital lenses before, during and after travelling. For them to do so, industry bo dies may

help them I ink into Australiabés broader ecosystems fo

Digital lenses may reinvigorate the two major visitor experiences:

T The éinspirationd or pr eVYbldube arepdyefrers a direcechanreel
for destinations and  providers to project their experiences to potential visitors. Deeper
digital immersion will generate more excitement, allowing visitors to fully explore
regional clusters and build their own. Later in the decade, more accessible platforms for
virtual real ity will further enthuse visitors, as well as generating potential revenues from
virtual visitors.

1T The 6é6in tri p6.Musepnesrandethecadtractions are adding augmented and

virtual reality enhancements to their existing shows, as well as exhibiting leading
practitioners in digital and immersive art. Destinations and universities may open digital
doors to nearby cultural, sporting and social events T with multilingual options X with

exclusive tours and deals across social platforms.

Entrepreneurs and  digital specialists are already innovating fast across the country. They
will continue to tap into the creative hubs, investment sources and talent networks that are
now emerging nationally and in many destinations. There are two sets of opportunities for
stimulating more innovation:

1 Connections with innovation and start - up ecosystems (accelerators, incubators and
funders). These ecosystems may see the Visitor Economy as a promising area for
innovation, given Australiads | eaehilyinternaional b a | posi ti

nature of the market. Industry bodies may support or set up an experience lab in those
ecosystems to use innovation techniques such as hackathons, sandboxes and ideation to
reimagine spatial and experiential tourism. They may also en gage with innovation
precincts around universities to invite international students into their programs and
explore ways to engage this priority market.

180 Breuer, R a | Spriice endustraéed can fuel growth by making digital customer experiences a priority 0,
McKinsey Digital , April 2020 .
131 ANZ, SMEs Digital Mindsets Survey , 2018.
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1 Economic policies that stimulate innovation and competition , both in the Visitor
Economy and in sector s like logistics, construction and retail that are costs to the Visitor
Economy. For example, the Queensland Advancing Regional Innovation Program might
advance innovation within the Visitor Economy, a significant contributor to regional
economies. Conside ration could be given to reforming competition policy to ensure that
oligopolistic practices do not take advantage of the highly fragmented Visitor Economy.

Visitor economy businesses should leverage available incentives for innovation to spur
digital deve lopment.

Industry platforms to connect visitors, destinations and providers

Digital processes and channels are an opportunity for smaller businesses to access new

markets and develop new products and services, in particular by linking with digital

ecosyste ms in their local business and broader interest -based communities. Examples are
the Australian Tourism Data Warehouse, which showcases provider offers, and Tourism

Exchange Australia (TXA), a matchmaker connecting suppliers with intermediaries: see

Figure 33. TXA is a booking exchange platform through which global intermediaries and
distributors can see and book local products. It is a safe, supported way for SMESs to enter

the digital marketplace to showcase their offer and draw bookings from a global market.

Such platforms can be expanded so that visitors could use them for more seamless travel

around Australia, even if dozens of small enterprises and attractions make up the trip.

Destination platforms may integrate real -time translation services, easi er booking of events,
attractions and restaurants, secure wi-fi connections throughout their journeys, and hop -on-
hop - off travel passes throughout Australia. With appropriate data and security, these

platforms may further personalise the visitor experience

Figure 33 : TXA is a matchmaker for local suppliers and global intermediaries

Traveller Global and local OTAs TXA Local providers
Booking.com ‘

Traveller wanting to Sources rates Local boutique hotel

book accommodation and availabilities and dive centre

and activities of local providers

5. 3Aviatipoeparing for future growth

The aviation industry may support growth with low -emission, long  -haul flights,
new technologies for short -haul flights, and digitally enabled airport capacity.

As discussed in Section 2.1, international travel is predicted to rebound strongly in 2025 T
26, and Australia will need to remain an attractive long - haul destination to regain or
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