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E
Challenging environment but the australian tourism industry is
showing great resilience
The turbulent and testing operating environment over the past decade has challenged
the Australian tourism industry, no more so than over the period 2008 onward. This
report highlights that Australian tourism has consistently demonstrated resilience in
the face of shocks and has a track record of capitalising on emerging opportunities.
The tourism industry’s resilience in 2011 is reflected in its performance within the
present patchwork Australian economy. Notwithstanding the high dollar, international
inbound travel remains solid while the larger domestic tourism sector softens as
Australians travel overseas in record numbers. And this patchwork theme extends
to international tourism markets. Australia’s leading market by value, China, and
other larger Asian markets, bar Japan, underpin the industry’s growth. The continued
economic malaise in European and United States markets has resulted in (only)
modest declines in arrivals and expenditure from these markets.
The sector causing the largest negative impact on tourism region performance outside
Australia’s metropolitan areas is the domestic market (particularly interstate). In
contrast, expenditure growth in capital city tourism regions has been mainly sourced
from the strong but slowing growth in education tourism receipts. More recently, a
recovery in business travel has also benefited capital city tourism regions.
This means that tourism-related infrastructure in regional areas of Australia—not
aligned to the strong recovery in business travel or associated with growth areas of
the Australian economy such as mining—are struggling at present. Even in those
areas where the industry is benefiting, such as capital city hotels, industry suggests
opportunities remain limited to trigger a strong investment upswing. This is due to the
high costs of construction, the lack of viable sites, and limited opportunity to leverage
off existing leisure/convention infrastructure.

T
Expenditure for most tourism segments in real terms has declined moderately,
while measures for tourism activity are mixed. The latest survey results from
Tourism Research Australia (TRA) for the June quarter 2011 provide some positive
signs: domestic overnight visitor expenditure increased 8.1 per cent, underpinned
by a recovery in travel activity in Queensland following the floods, and spending
by international visitors across Australia rose 3.3 per cent. Factors driving this
performance are summarised below.
The fragile international economic backdrop and a strong Australian dollar
While the aftershocks of the Global Financial Crisis (GFC) continue, discretionary
spending (including tourism) is still dealing with the repercussions. Consumer
confidence is weak, impacted by concerns over ongoing economic growth prospects,
declining wealth in Europe and the United States and stubbornly high unemployment

State of the Industry

vii

in those regions. Escalating concerns surrounding potential public debt defaults/credit
ratings further exacerbate the issue.
The Australian dollar has remained near its post-float (December 1983) highs in
mid‑2011 against a number of currencies important to Australian tourism. A high
Australian dollar increases the competitiveness of outbound travel relative to domestic
travel. The inbound sector is impacted by being less competitive against competitor
destinations and when visitors do arrive, they often have less to spend due to
restricted budgets.
Recent natural disasters
The Australian tourism industry has a history of grappling with negative shocks,
and the last 12 months has been no different. But these impacts have been mixed.
Overall, the impact on tourism from the severe flooding in Brisbane and other parts of
southern and central Queensland in January 2011, along with Cyclone Yasi in February
2011, had a significant impact on Australian tourism. These disasters, combined with
the weakening economic backdrop, resulted in a loss of around $1.4 billion in total
visitor expenditure in Australia in the March quarter 2011, compared to the same
period in 2010.
The devastation from the Japanese tsunami/nuclear power plant meltdown in March
2011 contributed to the large 19 per cent downturn in arrivals from this market in
the first seven months of this year. Yet despite the Christchurch earthquake and the
curtailing of aviation traffic due to the Chilean volcanic ash cloud during June 2011,
Australia’s largest inbound market (by arrivals), New Zealand, has still increased by
3.2 per cent in the January–July 2011 period (compared to the same period in 2010).

T
In response to this ever-changing environment, a new tool—the Tourism Scorecard—
has been developed by TRA for tracking the tourism industry’s performance
(toward its 2020 Potential). The Tourism Scorecard quantifies important supply and
demand factors and identifies underlying profitability, investment, and productivity
performance along the tourism industry’s value chain (Figure A1). Comparing the
latest 12 month period estimates (in most cases for 2010–11) with 2009 estimates,
the key messages from the tourism scorecard are:
• Tourism expenditure is around 3 per cent lower in real terms; only business
travel expenditure has achieved solid growth since 2009, increasing 6 per cent.
• Total holiday travel expenditure in Australia (international and domestic) is
around 9 per cent lower, reflecting a 7 per cent fall in domestic holiday travel
expenditure and double-digit declines in international holiday package and non
package travel expenditure.
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• Business travel expenditure in Australia is steadily rebuilding following the
17 per cent fall experienced in 2009. Business visitor expenditure is estimated at
$12.7 billion in 2010–11, $1.7 billion lower compared to pre-GFC levels of 2008.
• The indicator for the 2020 Tourism Industry Potential, total overnight spending
by tourists, is up 1.6 per cent in nominal terms to $70 billion in 2010–11, compared
to 2009 estimates. Taking into account the 4.6 per cent increase in inflation over
the 2009 to 2010–11 period, this measure is down 2.8 per cent in real terms.
• Growth in the biggest contributor to tourism exports, education travel, is flat. This
sector has contributed around 45 per cent of the growth in tourism export earnings
over the 1999–00 to 2010–11 period.
• Volume indicators for international tourism trips and nights have increased
modestly, compared to 2009 estimates. While international nights have continued
their upward trend, domestic overnight travel activity indicators are stabilising
following sharp decreases in the mid-2000s. In combination with declining average
trip expenditure, sustainable returns for some sectors remain under pressure.
• The latest measures for tourism supply suggest strong increases in international
aviation capacity, which is supporting international travel to Australia but also
Australian outbound travel for leisure. The strong growth in domestic aviation
capacity in 2010 (up 9 per cent) features strong inter-capital city traffic (assisting
business and leisure activity), while growth in regional areas may be more
reflective of the strong growth in mining-related fly-in/fly-out travel than demand
for tourism. In 2009–10, tourism employment growth was marginally higher than
the Australian all-industry average, with continued prospects for slightly stronger
growth in 2010–11.1
At this stage of the progress towards 2020, benchmark industry indicators for
industry performance such as productivity and investment remain low, based on
the combination of the slight decline in tourist expenditure, with little change in
capital and a small increase in labour. This mix also suggests that industry suppliers
are holding firm their commitment to tourism, but given recent events, are more
vulnerable to prolonged downturns or additional negative shocks.

1

However, employment data from the ABS Survey of Tourist Accommodation for larger hotel establishments suggests a moderate
decline in persons employed in that industry. This could be due to some businesses in Queensland closing due to the adverse weather
events in Queensland.
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Figure A1: Tourism Scorecard
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But the opportunities remain for a resilient industry…
The recent subdued performance of the Australian tourism industry should not mask
its stronger future opportunities. Industry and government are switched on to the
opportunities stemming from the industrialisation and urbanisation occurring in
markets such as China and India. With traditional markets struggling, growth from
Asia is expected to be particularly important to the performance of the inbound
tourism sector this year and next. Of the projected 2.2 million increase in visitor
arrivals over the next decade, Asia is projected to contribute around 55 per cent;
China 42 per cent; and India 7.3 per cent. And the industry should also remain
aware of the potential upsides attached to the eventual recovery in Europe and the
United States, and a lower Australian dollar.
Consistent with a challenging macroeconomic environment, revenues for the
tourism industry have been difficult to forecast in recent years. Investment along
parts of the tourism value chain has been mixed. Driven in part by new business
models, international aviation investment remains strong and Australia is regarded
as an attractive market for international carriers. However, development of new
accommodation product remains mixed, particularly so in regional areas.
Appropriate levels of accommodation supply are required to support local economies,
by promoting opportunities and linkages to business travel driven by growth areas
within the Australian economy, such as mining. Despite this, committed investors with
differing engagement, exit and risk strategies are assessing and taking advantage of
opportunities.
Existing owners are beginning to invest in existing product to take advantage of a
projected upswing in trading over the next few years. According to Jones Lang LaSalle
Hotels, accommodation building approvals across Australia have moved from a cyclical
low in February 2011 to record growth over the past four months of 160 per cent –
a sign that hotel development projects are once again being considered. However,
prospects for development can hinge on the quality of the sponsor and ability to
access reasonably priced debt finance, which remains restricted in the current
environment.
Increasing the number of rooms is not the only area requiring further investment.
Appealing to an increasingly high-tech consumer through delivering information in
a way and form that helpfully influences decision making is essential. According to
Tourism Research Australia (TRA) data, the internet has been steadily increasing
as an information source for all visitors in recent years.2 In 2010, 62 per cent of
international visitors and 37 per cent of domestic visitors used the internet as a
source of information prior to commencing their trip, up 11 per cent and 6 per cent
respectively since 2007. Looking forward, Australian tourist operators will need to
continue to be dynamic and innovative to ensure they capture consumers’ attention.

2

Source: Tourism Research Australia, Snapshots 2011 - Internet Use in Trip Planning and Booking
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What’s ahead?
Trade-exposed industries such as tourism will continue to face intense competition
from industries such as mining in sourcing labour, and in gaining access to adequate
capital. Furthermore, competition from overseas tourism markets is expected to
intensify, particularly in those developing countries that have lower labour costs and
stronger incentives to support tourism as part of their economic, cultural, and natural
asset development. Australia’s edge in this competitive investment environment
includes its political, economic, and social stability to ensure investment throughout
the value chain. Particularly so for an industry where every dollar of tourism value
added generates $1.91 of value added elsewhere.
With increasing business demand, tourism-related infrastructure is likely to receive
some benefit, while regional aviation capacity is likely to be strongly boosted from
increasing fly‑in/fly-out commuter travel in remote areas. As identified in TRA’s two
recent releases highlighting the economic importance of tourism in Australia’s regions,
the industry’s relevance is more pronounced in regions outside capital cities such as
the Central (NT) and Whitsundays tourism regions. While volatility and uncertainty
exists, the importance of tourism in helping deliver future prosperity across Australia
remains.
While benchmark indicators remain subdued at this early stage of progress towards
the 2020 Potential, Australian governments partnering with industry are committed
to delivering a stronger Australian tourism industry, including through the Working
Groups established under the National Long-Term Tourism Strategy. Ensuring the
industry is more responsive and profitable in the current challenging environment is
not the only goal. The Strategy is also looking longer term, in reducing the barriers for
growth, increasing the resilience of the industry, and ensuring the industry is better
informed and more productive in order to deliver stronger, sustainable economic
prosperity to 2020 and beyond.
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1.0 Setting the scene
1.1 Introduction
Shocks and a difficult economic environment again a feature
in 2011
The inaugural State of the Industry report released in October 2010 highlighted
that productivity growth is a key factor in driving increased competitiveness and
investment in Australia’s tourism industry in order to meet the challenges facing the
industry. The report also found that low revenue growth combined with only moderate
increases in key areas of supply (notably labour, investment and accommodation)
contributed to Australian tourism’s below average productivity performance over the
10-year period to 2010.
Since the inaugural State of the Industry report was released in 2010, the Australian
tourism industry and its suppliers have experienced a turbulent and testing operating
environment. Expenditure for most segments—except for Australian outbound
tourism—has either continued to decline or shown little growth in real terms. In
particular, leisure-based businesses are vulnerable, and are experiencing increasing
rates of receivership, which matches the poor recent performance of leisure travel.
Reasons for this decline are varied, but notably include a fragile economic backdrop.
The economies of many of Australia’s traditional markets remain weak due to the
effects of the Global Financial Crisis (GFC), which continues to shape household and
business confidence and associated decision making.
Most of our major markets have faced some serious negative shocks in recent times,
including:
• heightened concerns over economic growth prospects in Europe and the escalating
concerns surrounding sovereign debt in the region
• weaker economic growth in Japan following the massive damage to parts of
the country as a result of the tsunami/nuclear meltdown in March 2011 and the
subsequent damage to critical infrastructure
• the devastating Christchurch earthquake in New Zealand; the second in nine
months in the region
• the weakening economic conditions in the United States, with unemployment
remaining high, and now heightened concerns over US government debt levels (and
credit ratings) that will limit the US government’s ability to boost their economy.
While the Australian economy continues to benefit from its strong trade ties with
China (fuelling a record terms-of-trade, and with tourism also benefiting from strong
growth in Chinese inbound visitation), domestic tourism volumes in Australia remain
weak. Near record-high prices for mining and resource commodities and the breaking
of the drought have boosted the short-term prospects of many parts of regional
Australia. Assisted by Australia’s relatively higher interest rates, and solid economic
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performance throughout the GFC, the Australian dollar remains high in historical terms
against a number of currencies important to Australian tourism (including the United
States).
Yet, while Australian economic growth appears solid, a patchwork of growth within the
Australian economy remains evident. Mining—and those industries aligned to mining—
remain strong (fuelled by very high prices for resource and energy commodities),
and continue to strongly attract investment and labour. However, much slower
growth is evident for trade-exposed industries like manufacturing and export services
(including tourism and education) and in other key industries such as retail. These
factors, internationally and domestically, are contributing to an Australian consumer
who is saving more and spending less on discretionary products, in response to job
insecurity, lack of confidence, high petrol prices and higher utility prices.
Lower visitation to Australia by traditionally high yielding markets such as Europe and
North America, is due to a combination of those regions’ weak economic performance
(including falling or subdued asset prices such as in equities and housing) and the
strong Australian dollar. Also evident is slower growth for international education
tourism—and its linkages to visiting friends and relatives (VFR) travel—on top of
continued falls in international holiday spending.
The Australian domestic travel sector remains challenged. Increased competition from
overseas destinations, best indicated by the record number of Australians preferring
to travel overseas to many of the ‘shorter, cheaper, closer’ destinations such as
in Indonesia (Bali). A solidly performing Australian economy, assisted by a strong
Australian dollar and strong growth in international aviation capacity has delivered
lower airfares to overseas destinations, along with greater purchasing power. This
combination means that an increasing proportion of the (near) $100 billion Australian
domestic tourism market is going overseas.
Others may argue that domestic tourism’s competitive disadvantage extends past
price and income. On a trend basis, domestic leisure propensities are down 1.2 trips
per person over the past decade - Australians are capitalising on an expanding market
resulting in higher tourism imports (demonstrated by outbound tourism propensities
increasing by around 50 per cent over the same period).
Tourism industry stakeholders (and Queenslanders in particular) have had to deal with
natural disasters such as the Queensland floods and cyclones in quick succession in
the March quarter 2011, costing the nation around $30 billion.
Since the Sydney Olympics, tourism’s ‘constant shock syndrome’ – a series of rolling
and significant negative shocks – has been evident, which has been a key factor
influencing lower growth in tourist activity and expenditure in Australia since 2000,
compared to the previous two decades.
Tourism expenditure in Australia also fell sharply in the March quarter 2011 by
$1.4 billion3 (or by 6.6 per cent) compared to the same quarter in 2010, with a large
percentage of this fall accruing to the Queensland tourism industry. While a moderate
recovery was evident in the June quarter 2011 (expenditure rose 3.6 per cent or
3

2

Based on the sum of international visitor expenditure in Australia (excluding prepaid international airfares and package expenditure
and overnight/day visitor expenditure (excluding motor vehicles).
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by $624 million), the longer-term trend of a moderate decline in real dollars is still
evident since the mid-2000s.

1.2 the focus of this report
State of the Industry 2011 introduces a new tool—The Tourism
Scorecard—to track tourism industry performance and progress
towards the 2020 Tourism Industry Potential
This report builds on State of the Industry 2010 as well as summarising the latest
industry performance. The report introduces a new tool for tracking tourism
performance, the Tourism Scorecard. The Scorecard is intended to track the industry’s
performance in terms of profitability, investment and productivity, and to identify
important supply and demand factors underlying this performance along the tourism
industry’s value chain.
This tool will also track progress the industry is making towards the 2020 Tourism
Industry Potential (Potential); the industry’s own ambitious goal for overnight visitor
expenditure. The lower bound of the Potential is set at rates equivalent to the Tourism
Forecasting Committee (TFC) forecasts, while the upper bound reflects a doubling of
the 2009 levels to reach $140 billion in 2020.
The remainder of the report provides a forward looking assessment of growth
opportunities and challenges and how to capitalise on these opportunities.

1.3 Latest tourism supply-side indicators
Productivity and return on investment are weak but other
investment indicators more positive
The flow-on effects from additional tourism activity to other areas of the economy
are significant. For every dollar of value added generated by activity in the tourism
industry, a total of $1.91 of value added is created, placing tourism ahead of major
industries such as mining ($1.67), retail trade ($1.80) and education and training
($1.38). Further, tourism has a significant multiplier effect for employment with a one
per cent increase of tourism direct consumption generating output outside tourism
of $0.7 billion (in nominal terms) and an increase in employment outside tourism of
2,800 persons.4
Much of the detailed information on the supply-side of tourism is released on an
annual basis, particularly for the key benchmarks: productivity and investment.
The overall performance benchmark for the industry is productivity, i.e. to produce
more for each unit of input. High productivity means attracting more investment,
capital and labour away from other industries.

4

Based on the value of direct output of $80 billion. Source: Tourism Research Australia (TRA, 2011), Tourism in the Australian
economy, TRA, Canberra.

State of the Industry

3

For tourism, productivity relates to many things that are currently occurring such as:
• airlines using less jet fuel for the same number of ‘available seat kilometres’
travelled;
• airports carrying more passengers for the same number of terminal, gate and
landslide infrastructure;
• accommodation sector filling more of their rooms with higher yielding customers
(particularly in non-peak seasons); or more generally
• more efficient use of labour and capital, using technological or other innovations
(process, product or managerial) to reach customers and increase service delivery.
A summary of key findings on tourism productivity was included in the State of the
Industry 2010 report, showing the industry has performed below the national market
sector (all measured industry) benchmark. In terms of multifactor productivity (MFP)
growth over the 12-year period to 2008–09, tourism MFP rose at an average annual
rate of 0.2 per cent, around half that of the Australian economy. Furthermore, in
the second half of this period (2003–04 to 2008–09), tourism MFP declined by
0.8 per cent, representing a greater decrease than for the all-industry average over
the same period (of 0.7 per cent).5
The difficulty in tracking tourism productivity as a benchmark indicator is that it runs
in cycles, driven by the lagged relationship between profitability/productivity and
links to investment and decisions to change supply and demand. This means as a
composite measure, it cannot be tracked on an annual basis as it runs in cycles, but
indicators such as output per persons employed and indicators for investment in key
sectors (such as in accommodation) can provide a guide.
The trends in tourism productivity are mirrored in the latest assessment of tourism
investment. Statistics on specific tourism investment are very difficult to obtain,
as they are not published in a standardised form such as that of the ABS Tourism
Satellite Account. The difficulty stems from problems associated with disentangling
tourism investment from total investment. For example, a new café would cater for
both tourists and local patrons.
According to TRA’s latest Tourism Investment in Australia report, in 2009–10, total
investment by tourism-related industries was around $164 billion—or around
45 per cent of total investment in Australia—which is a very broad measure of tourism
investment. TRA also published a narrower definition of tourism investment based
on investment made by the tourism-related industries listed in the Tourism Satellite
Account. According to this measure, tourism specific investment is valued at around
$9.6 billion in 2009–10.
Both measures of capital expenditure (as measured by gross fixed capital formation)
suggest that growth in tourism investment has been low. For example, during the
2003–04 to 2009–10 period, growth in investment by tourism-related industries has
been at around 1.9 per cent per year, much lower than for all industries in Australia
(3.9 per cent per year). Furthermore, the investment over this period was sourced
5

4

Tourism Research Australia has not updated this report since its release in January 2011.
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mainly from an increase in the use of existing assets rather than new capital assets
(TRA, 2011, 3).
Despite tourism’s low growth in revenue, the level of investment relative to
profitability is high. Measured in terms of the share of investment to tourism’s gross
value added over the 1997–98 to 2009–10 period, the ability of tourism to invest
was higher than the all-industry average (29 per cent versus 26 per cent). However,
the return on that investment has been low compared to the all sector average
(10 per cent versus 14 per cent).
Since the inaugural report was released in 2010, the overall investment climate has
become more competitive and uncertain. As identified in the 2011 Commonwealth
Budget, the current high profitability in Australia’s resources and energy sectors has
led to sharply higher investment in these industries, representing over half of all new
investment in 2011–12 and in 2012–13. Against this back drop, lower-performing
industries such as tourism are expected to remain under pressure while resources and
energy commodity prices remain high.
Furthermore, the low performance relative to other Australian industries does not fully
take into account the latest challenges for tourism of the (still) higher value of the
Australian dollar and a capital-constrained non-mining investment environment.
Indicator data on tourism investment is limited, with data only available on
accommodation investment on a regular basis. This sector is showing tentative signs
of recovery. After falling sharply in the previous two financial years (particularly during
the GFC in 2009), the value for non-residential accommodation building approvals
rebounded strongly (by 38 per cent in nominal terms) in the eleven months to May
2011, compared to the equivalent period 12 months earlier. In contrast, there were
further falls in the value for approvals for other non-business residential building.
However, this work is yet to translate to increased value of commencements or
completions (see Box 1 for a detailed discussion on hotel investment).
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Box 1: hotel investment in australia, recent trends
Accommodation is a critical element of infrastructure in tourism’s supply chain. Like airports
and ports, accommodation is fundamental not only to tourism, but to conducting business
in an increasingly globalised economy.
The stock of tourist accommodation in Australia is significant. In 2009–10, there were:
• 227,000 rooms in hotels, motels, guest houses and serviced apartments (HMGSAs).
Of these, there were 86,000 rooms in licensed hotels, 87,000 rooms in the combined
motels and guest houses sector, and around 54,000 rooms in serviced apartments.
• 17,500 rooms in smaller HMGSAs (5–14 rooms), 226,400 caravan sites, 138,600 beds in
holiday flats and units and 46,300 beds in hostels
Investment in tourism accommodation is generally highly cyclical, driven by the availability
and price of debt, relative to net returns for alternative investments. In the 1990s, the
introduction of strata-titled accommodation led to a surge in investment, while the 2000
Sydney Olympics also encouraged strong investment in accommodation stock in that
city. Subsequent falls in demand led to some redevelopment of this stock to residential
accommodation, particularly in the early 2000s.
As a result, tourist accommodation stock in Australia has shown only moderate growth
since 2000, with most of the growth occurring in larger (HMGSAs) establishments. For the
latter category, there was an increase of around 34,000 rooms over the 2000–2010 period
to its current level of around 227,000 rooms. In comparison, there was a much faster
increase over the period 1998 to 2000, during which room supply increased by 18,000 (or
10 per cent).
Most of this growth was in the larger serviced apartment category, with only moderate
growth in the other larger HMGSA categories (figure 1). The moderate growth in room
supply mirrors investors’ responses to a decline in the growth of real yields for each
available room over the latter period of the decade.

figure 1: Stock and real available room yields in australia, 2000 to year
ending March 2011
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Source: Australian Bureau of Statistics, Tourist Accommodation, Australia (ABS cat. no. 8635.0); Tourism Marketing Expenditure,
Australia ( ABS cat. no. 8691.0); and Consumer Price Index, Australia (ABS cat. no. 6401.0)
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Investment in accommodation in Australia has mirrored this pattern. Over the longer term,
the value of work commenced on accommodation peaked in real terms in the late 1980s,
a period when international visitor arrivals to Australia were rapidly expanding from a low
base. Since then, there have been several cycles evident for accommodation with peaks
in 1995–96, 2004–05 and 2007–08 (just before the GFC), with the latter two peaks likely
to reflect the expansion in serviced apartments (figure 2). With the exception of serviced
apartments, investment in accommodation in recent years has been more in refurbishment
of existing stock, and not in new stock. Industry intelligence suggests that investment in
5-star refurbishment has occurred in most major capital cities in recent years.
Since 2000, the value of building approvals for accommodation peaked in 2007 at around
$2.0 billion (CPI-adjusted), which represented 5.4 per cent of total non-residential
building approvals that year. Since then, and consistent with general investor sentiment,
there has been a sharp fall in accommodation investment to less than one third of 2007
levels to $630 million in 2010. However, in the five months to May 2011, the value of
accommodation investment has almost matched 2010 levels, although this growth mainly
reflects only a limited recovery following the GFC.

figure 2: Key long-term and short-term measures for accommodation
a) Commencements 1975 to March 2011,
$ million

b) Approvals, commencements and work
done, Sept. qtr 2001 to June qtr 2011
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There are many reasons for the downturn in the level of larger accommodation investment.
With the increased risk profile and lower revenue growth profiles for tourism, plus higher
construction costs, investment in accommodation is often considered less viable relative to
other options (such as residential strata-type developments). Industry feedback suggests
that existing levels of returns, although strengthening, remain insufficient to induce
stronger investment, particularly in new stock. Also, the current tight investment climate
will make it tougher for smaller ‘mum and dad’ accommodation investors to refurbish
smaller strata-titled accommodation stock.
Further, investment in larger establishments in potentially higher returning central business
districts of Australia are constrained by other issues such as available land and regulatory
barriers, which slow down approval processes.
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Research undertaken for the Tourism Ministers’ Council Investment and Regulatory
Reform Working Group (IRRWG) has found that the cost of building a 350 room 5 star
hotel in Sydney is 40 per cent higher than building a similar sized residential apartment
complex. Further, it offers a rate of return that is less than one fifth (18 per cent) of that
from a similar sized residential apartment complex. In the absence of any policy change,
the average room rate for a 5 star hotel in Sydney would need to more than double to
stimulate new investment.
Research undertaken for the IRRWG also found the lack of investment lies not just with
new hotel stock but also for refurbishment of existing hotel stock. The lack of refurbishment
has resulted in a decrease of high-end hotel room stock, with the proportion of 5 star
rooms falling by 27 per cent over the last six years.
This has significant implications for the Potential where both solid increases in investment
in new stock and refurbishment is required. The TFC forecast robust demand for paid
accommodation, particularly for higher value business travel over the 2011–2020 period.
As an example of how accommodation can act as a constraint on economic growth,
research by Access Economics (2010) found that there is a considerable shortage of hotel
supply in Perth, induced from a stronger demand from the mining sector and to a lesser
extent, for tourism. Access Economics estimate that 330,000 nights were foregone between
2006–07 and 2008–09 due to this hotel shortage, costing the Western Australian economy
around $46 million, 200 jobs and $213 million in exports. Under a business-as-usual
scenario, the hotel shortage is projected to continue and is estimated to cost the Western
Australian economy a further $435 million, 442 jobs and $2.9 billion of exports in net
present value terms in the ten years to 2019–20.

Although not aligned to direct investment in Australia, international aviation
capacity to Australia increased for the third successive year in 2010, up 7 per cent
on the previous year’s estimates, and is likely to increase strongly again in 2011.
This performance follows similar growth in 2008 (up 6 per cent) and in 2009
(up 5 per cent). The stronger growth follows on from periods of limited growth during
2000 to 2010 (and intermittent periods of strong growth, notably to New Zealand
in 2004). The Tourism Forecasting Committee (TFC) expects that this strong growth
will continue, at least in the short term. Although it has been only a small player in
domestic travel in Australia, domestic aviation capacity has also been rising strongly
in recent times.
The recent strong growth in international aviation capacity has been achieved against
the backdrop of a continued volatile global aviation industry since the GFC, where the
shift to stronger performing markets (like Australia and parts of Asia) has occurred in
recent years. Large fluctuations in demand and, up to recently, high oil prices have
been key short-term factors driving carrier financial performance and route decisions.
Continuing growth in aviation capacity servicing Australia looks likely following strong
investment, particularly by leading Asian (notably from China) and Middle Eastern
(and local) carriers in more fuel efficient aircraft in recent years. Although much of
this investment has been focused on the short-haul markets for low-cost carriers, the
expected increased supply in larger passenger aircraft suitable for longer-haul travel
should benefit Australian tourism.
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Information on the Australian tourism labour force also shows a modest increase. As
shown in the Australian Tourism Satellite Account, the modest 1.4 per cent growth in
the tourism labour force was slightly higher compared to total jobs growth in Australia
in 2009–10. Indicator data from the Labour Force Survey (May 2011) shows tourism
employment growth was slightly lower than the 2.9 per cent growth in the Australian
workforce in 2010–11. The main driver was the solid growth for the cafés, restaurants
and takeaway food services and travel agencies industries.

1.4 tourism demand
D
Reflecting difficult conditions, Australian tourism performance was soft in 2010
compared to 2009. In this period, total visitor consumption in Australia decreased
6
1.0 per cent (in real terms) to $97 billion. International visitor consumption was
largely unchanged on previous years’ estimates while domestic tourism consumption
declined 1.4 per cent (Table 1).9
Comparing the growth rates of expenditure with tourism activity measures indicates
further decreases in average trip yields in 2010. For example, real average expenditure
by international visitor arrivals decreased 5.1 per cent (to $4,140) while real overnight
trip expenditure per trip fell 2.8 per cent to $170. The then-strengthening Australian
dollar was one factor contributing to the lower average spend in Australia, for example,
the Australian dollar rose by 16 per cent to average US$0.92 in 2010, compared
to 2009.
Activity indicators for Australian resident overnight travel in Australia, including
domestic visitor nights, rose slightly in 2010 (by 1.1 per cent, but from a record
low base in 2009), while most measures for domestic visitor expenditure decreased
moderately in real terms.
While domestic travel levels remain at near historic lows, a record number of
Australians continue to travel overseas, particularly to short-haul leisure destinations.
Spending on outbound trips also continues to increase strongly. In 2010, Australian
resident overseas departures increased 13 per cent to a record 7.1 million. This means
that there were around 1.2 million more Australian resident outbound trips compared
to the number of international visitors travelling to Australia last year. In turn, this
outcome suggests international carriers are more and more focused on Australians as
their primary source for growth.
In contrast, spending by Australians travelling overseas increased strongly to record
levels. Visitor expenditure (in inflation-adjusted terms) by Australians travelling
overseas rose by 9.7 per cent to $36 billion in 2010, which places tourism’s share of
total Australian imports at around 11.0 per cent, which is higher than tourism’s share
of exports (of 9.0 per cent, Table 1).
6

9

From this point in this report, all dollar references are shown in real terms, unless otherwise stated. This means that historic
(forecast) values are adjusted according to historic (forecasts) from the Australian headline Consumer Price Index
Source: Tourism Forecasting Committee forecasts, released October 2011.
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Total visitor nights in Australia (that is combining international and Australian resident
visitor nights in Australia) increased by 3 per cent to 447 million nights. But Australian
visitor nights also increased marginally in 2010, rising by 0.4 per cent to 384 million
nights. Australians are also spending slightly more overall (up 2.8 per cent in real
terms to $99 billion), but this growth reflects the strong growth in spending on
overseas travel.
So far in 2011, Australian tourism has again faced a number of significant negative
shocks, with floods and cyclones in Queensland, but also heavy rains in other parts of
Australia, particularly in Victoria. Although there was no major long-term damage to
key tourism infrastructure or closures in Queensland for prolonged periods, the timing
of the events during a seasonal peak period for industry was significant.
In the March quarter 2011 (compared to the same quarter in 2010), total tourism
expenditure in Australia declined $1.4 billion (or 6.6 per cent) to $20.3 billion in real
terms (refer Box 2 for more details on other recent negative shocks that have had
a significantly adverse impact on the Australian tourism industry). By comparison,
recent major shocks have also contributed to major falls to total tourism expenditure
in Australia since 1999 including:7
• the GFC-affected March quarter 2009, where total tourism expenditure in Australia
decreased by 9.9 per cent;
• the 7.7 per cent contraction reflecting the combined impact of the start of the
Iraq War and SARS in the September quarter 2003; and
• a 7.3 per cent decrease in tourism expenditure in the December quarter 2001
reflecting a lagged impact from the September 11 terrorist attacks in the US.

7

There was also an 8.4 per cent (or by $1.4 billon) fall in tourism expenditure in the June quarter 2005 that can be attributed to a
major negative shock to tourism demand.

10

State of the Industry

Table 1: Australian tourism performance, 2000, 2010 and so far in 2011
2000

2010 Compound
average
growth
rate
(CAGR),
20002010, %

Change
(2010 on
2009), %

Change in 2011,
year to date, %

International (inbound)
International visitor
arrivals

Million

4.9

5.9

1.8

5.4

Jan-July
2011

0.4

International visitor nights

Million

119.2

187.2

4.6

5.7

Jan-June
2011

2.5

International visitor
expenditure in Australia
(excluding prepaid
package and international
airfares)

$ million

14.0

18.4

2.8

1.1

Jan-June
2011

1.4

Tourism exports

$ million

23.9

24.3

0.2

0.0

Jan-June
2011

0.5

AR day trips in Australia

Million

161.5

151

-0.6

4.8

Jan-June
2011

1.7

AR visitor nights in
Australia

Million

293.4

259.5

-1.2

1.1

Jan-June
2011

0.3

AR visitor expenditure in
Australia

$ million

68.3

59.7

-1.3

-1.5

Jan-June
2011

-3.2

Domestic tourism
consumption

$ million

75.8

72.5

-0.4

-1.4

Jan-June
2011

-3.1

Overseas trips

Million

3.5

7.1

7.4

13.2

Jan-July
2011

10.3

Overseas visitor nights

Million

74.4

124.7

5.3

11.8

Jan-March
2011

1.5

$ million

21.9

36.8

5.3

9.7

Jan-March
2011

9.8

Total visitor nights
in Australia

Million

412.5

446.7

0.8

3.0

Jan-June
2011

1.2

Total visitor nights by
Australian residents

Million

367.8

384.3

0.4

4.4

Jan-March
2011

1.5

Total tourist expenditure
in Australia

$ million

82.2

78.1

-0.5

-0.9

Jan-June
2011

-2.1

Total overnight visitor
expenditure by Australian
residents, in Australia and
overseas (excl. motor
vehicles)

$ million

72.7

81.1

1.1

3.2

Jan-March
2011

-2.5

Total tourist consumption
in Australia

$ million

99.6

96.8

-0.3

-1.0

Jan-June
2011

-2.2

Total overnight visitor
expenditure in Australia
(2020 Industry Potential)

$ million,
nominal

56.2

69.2

2.1

0.9

Jan-June
2011

1.5

Australian resident
travel (AR) in Australia

Overseas travel by ARs

Outbound trip visitor
expenditure (in Australia
and overseas)
All sectors

Note: All dollar values are in real terms, adjusted by the Australian headline Consumer Price Index, from ABS cat. no. 6401.0, Consumer
Price Index, Australia, June quarter 2011 = 100. The exception is the 2020 Tourism industry Potential indicator, which is expressed in
nominal terms.
Sources: Australian Bureau of Statistics, Overseas Arrivals and Departures, Australia (ABS cat. no. 3401.0); Tourism Satellite Account
(ABS cat. no. 5249.0); and Tourism Research Australia, National Visitor Survey and International Visitor Survey.
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Box 2: How Australian tourism has handled adverse shocks in recent times:
‘Constant shock syndrome’, now ‘Business-as-usual’!
Australian tourism has faced a number of large negative shocks since 2001, which has
detracted from its performance. However, the industry has slowly adapted in managing the
impacts of these shocks, particularly the international visitor sector. Unlike other industries,
the demand-orientated tourism industries generally respond initially by cutting prices
because it is difficult to alter supply over a short horizon, or producers are unwilling to alter
supply for fear of losing market share to competitors. Other factors impacting on its degree
of resilience are:
• ability to switch marketing efforts to other markets (switching from international to
domestic travel);
• the size of the cash balance of the tourism suppliers (i.e. the financial ability to ride out
the storm by continuing to fund outgoings);
• the time to the next peak season when businesses can recover; and
• the extent to which tourism suppliers are tourism diversified, enabling them to offset, at
least in part, the adverse impact of a shock by growing other parts of the business. For
example, in response to the Bali bombings, airlines switched capacity from Bali to Fiji
or Phuket, and in response to a strong A$, they switched capacity from largely inbound
destinations to largely outbound destinations.
The time line of adverse shocks generally commences with a short, sharp downturn,
corresponding with the initial shock before it peaks and pent-up demand occurs (see
figure B1). A good example of this pattern is shown in figure B2 for the SARS/Iraq shock
on international visitor arrivals. The rapid fire nature of negative shocks in recent times has
limited the time for pent-up demand to emerge in the recovery phase.

F

figure B2: timeline: Visitor arrivals
during the SARS-Iraq war period,
2003
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Below is an assessment of the major recent adverse shocks since 2001. This assessment
identifies the segments of the market that are more resilient to downturn and re-allocates
supply to those segments. The indicative estimates provided below are based on TRA
surveys and ABS Overseas Arrivals and Departures data.
For expenditure, the sharpest shock in percentage change terms occurred in the March
quarter 2009 during the height of the GFC, when expenditure slumped 10 per cent in real
terms. The adverse weather events in Queensland contributed to around a $1.4 billion loss in
the March quarter 2011, with most of the losses accrued to Queenslanders’ intra-state travel.
event

total
expenditure
in australia
impact

International tourism impact

domestic tourism impact

events of
September 11
2001 (and ansett
collapse on 10
September 2001)

Sharp 7.3%
fall (or by 1.6
billion) in the
December qtr
2001 (q/q, tty,
%)

Short, sharp effect on global
inbound segment, with a similar
shock to Australian inbound
segment. Recovery was slow
before next shock in early
2003.

Domestic tourism hit hard by
Ansett collapse, which resulted
in closures to many smaller
regional routes, and impacting
on leisure destinations serviced
by this airline.

Combined events
of the start of the
Iraq war and SARS
outbreak, March –
June 2003.

Down 7.7%
(or by $1.6
billion) in Sept
qtr 2003 (q/q,
tty, %)

International visitor expenditure
fell sharply in June quarter
2003 (down 18%), and 6% in
following quarter (off low base),
but recovered steadily over rest
of year and in 2004.

Little impact on domestic
segment. Small positive
benefits for regional leisure
destinations such as higher
visitation in south-east
Queensland.

Down 9.9% (or
by $2.3 billion)
in March qtr
2009 and a
further 3.4%
(q/q, tty, %) in
the following
qtr

Global international travel
fell around 4% in 2009,
while international visitors
to Australia remained largely
unchanged (supported by
5% increase in international
aviation capacity and sharply
lower airfares). After a small
1.2% fall in Dec qtr 2008,
expenditure increased modestly
in real terms in the four
quarters of 2009.

Domestic visitor nights
decreased 6% in 2009
(compared to 2008), with
overnight expenditure
decreasing by 6.8% in real
terms.

Down 6.6% (or
$1.4 billion in
March quarter
2011) (q/q, tty,
%)

International visitor expenditure
in Australia was up slightly
on back of small drop in
international nights of 0.2%.

Significant and sharp impact
on its largest sector, domestic
overnight (around 4.2 million
nights)—mainly intra-state
overnight travel— with largest
shocks in southern Queensland.
Overnight interstate travel
expenditure fell 15%. Total
domestic expenditure fell 9%.

Inbound segment
again shows its
resilience
Global financial
Crisis (impacts
from September
2008 and 2009)
Inbound segment
again shows its
resilience

floods in southern
Queensland
(January 2011)
and Cyclone
yasi in northern
Queensland
(february 2011) combined

Expenditure fell again more
moderately in 2010 by 1.7%.

Sources: Australian Bureau of Statistics, Overseas Arrivals and Departures (ABS cat. no. 3401.0); and Tourism Research Australia,
National Visitor Survey and International Visitor Survey.
Note: (q/q, tty) refers to quarter on quarter change through the year, i.e. comparing one quarter with the same quarter from the
previous year.
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Most of the losses were sourced from the decrease of 2.6 million visitor nights
in Australia (or a 2 per cent fall), with a fall of 4.5 million total visitor nights in
Queensland offset by a 1.9 million increase in other Australian states. Of the decrease
in total visitor nights in Queensland, almost 90 per cent was due to a decline in the
lower-value intra-state overnight travel.
After relatively solid growth in 2009 and 2010, and despite the adverse weather
events, growth in international visitor arrivals has been moderate. So far in 2011
(January to July), international visitor arrivals to Australia remain relatively flat, up
0.4 per cent, featuring strong growth in visitor arrivals from China (up 19 per cent)
and New Zealand (up 3 per cent, despite the second earthquake in Christchurch in
March 2011). These gains were partially offset by a 4.6 per cent fall in arrivals from
the United Kingdom (and 4 per cent decrease in visitor arrivals from North-East
Europe in total).
The Japanese tsunami and subsequent nuclear crisis in March 2011 further
exacerbated falls previously evident in Japanese travel to Australia. In the January–
July 2011 period (compared to the same period in 2010), Japanese visitor arrivals
were 19 per cent lower, while nearby South Korea (down 8 per cent) was also well
down on last year’s levels.
In terms of purpose of travel, for the first seven months of 2011 compared to the
same period in 2010, international holiday trips to Australia were down by 4 per cent,
but this decrease was largely offset by a similar increase in international visiting
friends and relatives (VFR) travel to Australia. Over the same period, visitor arrivals in
international tourism’s high yielding segment, education, decreased slightly by 0.4 per
cent, after increasing strongly over the 2005–2010 period.
The domestic overnight tourism sector is again in recovery mode after suffering a
short, sharp shock from the combined extreme weather events in Queensland in the
March quarter 2011. In the June quarter 2011, much of these losses were recovered
(particularly in terms of nights). Overall, domestic visitor nights are 0.3 per cent
higher in the first half of 2011, compared to the same period in 2010. Following the
sharp fall in business travel during the GFC period, the industry is recovering strongly.
Industry discussion points to stronger corporate travel, particularly to travel for
smaller meetings/conventions/exhibitions.
While domestic overnight travel to visit friends and relatives also features strongly
in the recovery, the continued weakness remains in the largest domestic overnight
segment, holiday, with expenditure from this segment down 10 per cent in the first
half of 2011 (compared to he same period in 2010).
The growth in the number of Australians travelling overseas continued to increase
strongly, up 10 per cent in the first seven months of 2011. Holiday outbound travel
(up 13 per cent) recorded the strongest growth with travel to short-haul leisure
destinations such as Indonesia (up 21 per cent), and Thailand (up 22 per cent),
and trips to Malaysia and Fiji both up 9 per cent. Furthermore, Australia’s leading
outbound destination, the United States, was 21 per cent higher over the January–
July 2011 period, reflecting the strong increase in aviation capacity and the strong
Australian dollar.
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1.5 australia’s international performance
…has outperformed the global benchmark in the past two years
Benchmarking Australia’s performance against overseas destinations is generally
restricted to international visitors and their receipts in US dollars. There is little
information available on the performance of domestic travel within a home country.
Australia’s 5.4 per cent increase in international visitor arrivals in 2010, year-on-year,
was slightly lower when compared to the United Nations World Tourism Organization’s
estimate for global international visitor arrivals of 6.6 per cent. This means that
Australia’s share of the global travel market decreased slightly to around 0.6 per cent.
However, the higher growth rate for world tourism in 2010 also reflects an element of
pent-up demand as international visitor traffic globally declined by a greater amount
(3.8 per cent) compared to Australia with arrivals remaining steady in 2009.
When combining the 2009 and 2010 years, global international tourism arrivals
increased by only 2.5 per cent since 2008, while Australian international visitor
arrivals have increased by 5 per cent over the same period. Notably, Australia’s
performance is slightly stronger than New Zealand’s, where international visitor
arrivals also were largely unchanged in 2009, but recorded slower growth than for
Australia in 2010 (of 2.7 per cent, compared to the previous year).
However, the tourism performance was stronger in other regions, compared to
Australia. For example, a stronger and faster recovery in economic growth (compared
to Australia) has translated to a stronger recovery for North-East and South-East
Asia, parts of Africa and the Middle East since the GFC hit global markets in 2008. In
contrast, a limited recovery in Europe has contributed to international tourism traffic
in 2010 remaining below 2008 levels (refer Figure 3).
Overall, it was the international carriers continuing to service international routes
which was a key factor driving this result. Seeing that Australia’s relative economic
performance was superior to most other advanced countries, major international
airlines reallocated capacity to Australia from other poor performing routes in other
regions.
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Figure 3: Inbound visitor arrivals – Australia and its competitors, Change, 2010
compared to 2008
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Sources: United Nations World Tourism Organization (UNWTO), Pacific Asia Travel Association (PATA).

The UNWTO global share benchmark does not take into account that Australia is a
long-haul international destination, and that markets such as Europe feature a high
percentage of short-haul travel. Australia’s market share of outbound travel from
source markets is a key strategic focus of the 2020 Tourism Industry Potential.
Tourism Australia8 has developed an additional index that excludes in-region travel.
This index points to a growing market share in China in 2010, with market shares
holding in other key markets of New Zealand, Japan, Germany and France. Six other
leading inbound markets lost market share, including the United Kingdom and the
United States.
A third indicator for tracking Australian tourism’s global competitiveness is the World
Economic Forum (WEF) aggregate indicator for tourism’s competitiveness. In its latest
release (published in March 2011), Australia was rated 13th (out of 133 countries) in
2010, but its ranking had fallen from 9th just two years earlier.
WEF (p20) notes that Australia ‘continues to be characterised by a number of clear
strengths, including its rich natural resources (world heritage natural sites, diverse
fauna and a pristine natural environment)… excellent air transport infrastructure, with
the major decline in its ranking due to its ‘increased concerns about the availability of
qualified labour’.

8

Tourism Australia’s progress report, titled 2020 Tourism Industry Potential, one year on. Please refer to Country Market Profiles on
Tourism Australia’s website, www.tourism.australia.com. More details on this index will be included in future State of the Industry
reports.
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Australia’s worst ranking was for ‘price competitiveness’ (113th), which represents
a composite measure of ticket taxes and airport charges, purchasing power parity,
and extent and effect of taxation and fuel and hotel prices. The poor ranking for this
measure highlights the need for Australia to strategically position itself to attract less
price sensitive, higher value tourists.

1.6 Summary
Tourism industry highly resilient in face of difficult conditions
Australia’s tourism performance in 2010 was one of consolidation in the face of a
number of negative shocks following the GFC in late 2008 and 2009. The economic
climate has deteriorated so far in 2011, where the industry remains challenged by
patchy global recovery. This includes lingering concerns surrounding the potential
of sovereign debt defaults in parts of Europe; elevated levels of US unemployment;
the downgrade to the credit rating of the US government debt; and the increased
likelihood that the US economy may re-enter recessionary conditions. Further, the
Australian dollar remaining at near post-float highs, and the series of other major
negative shocks (e.g. Queensland floods and cyclones, Japan tsunami, New Zealand
earthquake) has created challenges for the Australian tourism industry.
Overall, the international segment continues to demonstrate resilience. Greater
uncertainty regarding global and Australian economies will offer additional challenges
over the short to medium term.
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2.0 forecasts and the 2020 tourism
Industry Potential
2.1 Latest tourism forecasts
Challenging conditions to continue; clouding industry’s
growth prospects
Forecasts released by the Tourism Forecasting Committee (TFC, October 2011, for
more information refer Appendix A) provide guidance for the likely performance
for tourism in the period to 2020. The TFC suggest that growth in total visitor
consumption (which is different to tourism expenditure, see glossary of terms at the
end of this report) will remain low in real terms, rising 1.1 per cent on average for
each year over the 2010 to 2020 period.
Much of this growth is expected to be sourced from stronger growth in international
expenditure. The international visitors sector is forecast to remain the strongest
performing segment, with strong growth in visitation from Asia (notably China) while
prospects for European and US travel are forecast to remain subdued for some time.
Much lower growth is forecast for the larger domestic visitor sector with consumption
increasing by 0.3 per cent on average annually over the 2010 to 2020 period. Its
largest purpose segment, holiday, is forecast to remain largely unchanged from
2010 levels. Meanwhile, Australian outbound trips have more than doubled over the
2003–2010 period, but this strong growth is forecast to moderate over the forecast
period to 2020.
The TFC forecasts imply a moderate increase in tourism employment and tourism
gross value added (GVA). By applying the ratios between tourism employment,
tourism GVA and tourism consumption, and a modest 0.2 per cent improvement in
tourism productivity, the TFC forecasts can be used to suggest that tourism GVA will
increase to around $45 billion in nominal terms ($36 billion in real terms), and that
tourism employment could rise by another 39,000 persons to reach around 539,000 in
2020.
Similarly, demand for nights in paid accommodation (hotels, motels, guest houses and
serviced apartments) is forecast to increase on a compound average annual basis of
1.5 per cent between 2010 and 2020 (around the same level compared to total visitor
nights in Australia), but features stronger growth in business accommodation demand
in both the domestic and international sectors.
The TFC forecasting process also takes into account international and domestic
aviation developments. For this round, the forecasts assumed a continuation of the
strong growth in international aviation capacity in 2011 and 2012, following on from
the robust growth in the three years to 2010. Over the remaining period to 2020,
growth in international aviation capacity is forecast to ease moderately over the
remainder of the forecast period to 2020.

18

State of the Industry

Overall, the longer-term TFC forecasts for consumption of tourism services have been
lowered moderately. This in turn offers only limited change to the Potential’s lower
band for overnight travel expenditure growth. The forecasts also offer little change in
growth targets for supply, including increasing the tourism labour force by between
12–32 per cent (or between 56,000 to 152,000 jobs), increasing the accommodation
supply (stock) by around between 40,000 and 70,000 rooms and 23–30 per cent
growth in international aviation capacity (for more information on the 2020 Tourism
Industry Potential, refer Appendix B).

State of the Industry

19

3.0 tracking tourism’s performance
3.1 Productivity and its components
Performance in four key areas underpins growth
Achieving stronger growth for the Australian tourism industry revolves around a
number of key factors:
• Higher sustainable profits: including built-in business resilience capabilities to
respond to future shocks, and to deliver innovations that help to keep unit costs
lower;
• Strong strategic investment: availability of low-cost capital to the industry to
invest in key tourism-related infrastructure (e.g. accommodation for all segments
and international aviation access), in order to increase and improve the quality of
existing stock of the industry. This means tourism will need to deliver higher capital
productivity, at least relative to other competing industries, to attract the necessary
investment dollars;
• Quality labour: accessing and retaining more higher skilled, efficient, and more
productive labour to deliver higher standards that match similar establishments
overseas; and
• Targeted demand-side strategies: to capture key growth opportunities and
higher yielding segments that articulates benefits from travelling in Australia. This
could mean differentiated strategies to attract different high yielding segments
including accurate accreditation of tourism product or responding to the heightened
consumer ‘green’ wants for low-carbon travel experiences.
Underlying these factors are the many current and future influences of industry
performance such as product and service innovation, service preferences, and tastes
of the Australian and global tourism market place.
Understanding these influences, and getting the major elements right—such as by
investing strategically—provides the platform for the industry to meet challenges and
take advantage of opportunities.

3.2 assessment of progress
New Tourism Scorecard highlights industry’s mixed performance
since 2009
Tracking the performance of critical areas within an industry’s value chain (that is for
both supply and demand) is an important tool to monitor progress of the industry in
a systemic manner. As mentioned earlier, tracking industry productivity is integral to
monitoring overall industry positioning (both domestically and internationally), and in
attracting key productive inputs, notably land, labour and capital.
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The Potential is one key measure in this process, tracking the key areas of demand
(see Appendix C7 for more detail). Tracked as a band and based on independent
modelling to that undertaken by the TFC, the Potential reflects much stronger growth
than that forecast by the TFC for total overnight expenditure in Australia (and a higher
share of global tourism travel, including Tourism Australia’s measure for long-haul
aviation travel), but also aligns with Australian tourism supply chain requirements for
accommodation, labour and international aviation capacity/access.
The Potential features an aspirational range for total overnight expenditure (domestic
and overnight) of between $115 billion to $150 billion in 2020. The upper band of the
Potential is equivalent to compound average annual growth of around 6.7 per cent in
nominal terms (or to double over the 2009–2020 period); in price adjusted (or real)
terms, the upper band of the Potential equates to a compound average annual growth
of 3.8 per cent. This means that the upper bound of the Potential equates to a real
increase of 50 per cent.
At the same time, in preparing these selected indicators it was decided that in
most cases, the main messages could be tracked more broadly against its desired
positioning in 2020, or if key segments are trending in the right direction.
As shown in Figure 4, the tourism value chain provides the framework to highlight
the size of the relative indicators. For example, international visitor demand was
worth $23 billion in 2009–10, representing around one third of total domestic tourism
consumption.9 From this approach, the Tourism Scorecard is presented at Figure 5.

9

These statistics also include the value of consumption made by Australian residents before or on return from their overseas trip. In
2009–10, this consumption was worth $6.1 billion.
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Figure 4: Tourism value chain, 2009–10
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The value chain also helps to identify areas of comparative advantage or constraint,
particularly on the supply side. For example, in recent times, international aviation
capacity to Australia has led to strong growth in international travel for both
international visitors and Australians, but is not matched by equivalent stronger
growth in accommodation. Demand for accommodation in capital cities has risen
strongly with room occupancy rates (and room rates) at very high historic levels in
Australia’s major gateways; Sydney, Melbourne and Brisbane.
More details on the indicators as they align with benchmark indicators (productivity,
investment, revenue and international comparisons) and tourism supply and demand
can be found at Appendices C to E.
The list of indicators provided here is simplified and aggregate in nature, focusing
on the broader segments for expenditure and to a lesser extent for tourism activity,
for both trips and nights. It is expected that there will be further refinement of the
indicators reflecting the rapidly-changing nature of tourism product (or tourism
competitors) and as new information becomes available.
Comparing the latest 12 month period estimates (in most cases for 2010–11) with
2009 estimates, the key messages from the tourism scorecard are:
• Tourism expenditure is around 3 per cent lower in real terms. Of the major
purposes, only business travel expenditure has achieved solid growth since 2009.
The indicator for the 2020 Tourism Industry Potential, total overnight spending
by tourists, is up 1.6 per cent in nominal terms to $69.7 billion in 2010–11,
compared to 2009 estimates. However, then taking into account the 4.6 per cent
increase in consumer prices over the 2009 to 2010–11 period, the indicator is down
by 2.8 per cent in real terms.
• Total holiday travel expenditure in Australia (international and domestic) is
9 per cent lower, reflecting a 7 per cent fall in domestic holiday travel expenditure
and double-digit declines in international holiday package and non-package travel
expenditure.
• Business travel expenditure in Australia is steadily rebuilding following the sharp
falls the sector experienced in 2009 (down 17 per cent). However, business visitor
expenditure in Australia is estimated at $12.7 billion in 2010–11, still $1.7 billion
lower compared to pre-GFC levels (in real terms) in 2008.
• Growth in the biggest contributor to tourism exports, education travel, has
moderated. This sector has contributed around 45 per cent growth in tourism
export earnings over the 1999–00 to 2010–11 period. More concerning is the slight
decline in education visitor arrivals so far in 2011, after rising strongly in recent
years, which will impact on expenditure growth in the short term.
• In contrast, indicators for international tourism trips and nights have increased
modestly, compared to 2009 estimates. While international nights has continued its
upward trend, domestic overnight travel activity indicators are stabilising following
sharp decreases in the mid-2000s. This, in combination with falling revenues,
suggests average trip returns are decreasing.
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• The latest measures for tourism supply suggest strong increases in international
aviation capacity, which is supporting international travel to Australia but also
Australian outbound travel for leisure. The strong growth in domestic aviation
capacity in 2010 (up 9 per cent) features strong inter-capital city traffic (supporting
business and leisure traffic), while growth in regional areas may be more reflective
of the strong growth in mining-related fly-in/fly-out travel than demand for tourism.
• In 2009–10, tourism employment growth was marginally higher than the
Australian all-industry average, with continued prospects for slightly stronger
growth in 2010–11. However, employment data from the ABS Survey of Tourist
Accommodation for larger hotel establishments suggests a moderate decline in
persons employed in that industry.10
• The combination of increasing labour and capital input costs combined with falling
tourism revenues suggests that tourism profitability and productivity will be
under pressure this year. The mix of low income growth and likely further tightening
to credit availability making it difficult to attract much needed investment in the
current economic environment.

10

This could be due to some businesses in Queensland closing due to the adverse weather events in Queensland.
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Figure 5: Tourism Scorecard
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4.0 Trends to influence stronger growth
in tourism
4.1 The broader trends: an overview   
A number of mega-trends will influence future industry growth
Models used to develop TFC forecasts incorporate the understanding of past
relationships of key drivers of tourism (implicit in its models) as well as industry
intelligence and understanding of the broader elements of how industry will respond
to changes to the economic, social and environmental drivers for tourism.
The forecasts should be interpreted as a most-likely outcome. Potential higher
benefits for the industry are possible if it can fully maximise these opportunities.
This section examines how Australia’s tourism industry may maximise these benefits
by interlinking two key elements of the industry, Emerging Trends and Productive
Capacity; two components which are also the key pillars behind the National Tourism
Research Agenda11.
Understanding the current market dynamics (including understanding Australia’s
tourism competitors) and more effective dissemination of research means that future
research will be targeted to inform tourism business and government decision making.
The State of the Industry 2010 report identified a number of broader mega-trends
that would drive structural change and growth in tourism, including:
• increased world wealth (especially Asia);
• increased integration of the world economy;
• increased role of the entrepreneur;
• demographic changes – ageing populations;
• increased urbanisation;
• increased female participation in the workplace;
• climate change and changes in consumer behaviour; and
• Increased technology intensity and sophistication (including information and
technology transfers).

11

The National Tourism Research Agenda (the Agenda) provides guidance on what research activities are necessary to support the
needs of government and industry. The Agenda has been informed by analysis of existing research, the issues and gaps identified in
the National Long-Term Tourism Strategy, the Jackson Report and the work of the Sustainable Tourism Cooperative Research Centre.
The Agenda has identified four key themes or research pillars: Current market dynamics; Emerging Trends; Capacity building and
Dissemination pathways. The Agenda requires active communication with industry stakeholders, not only to inform industry but to
enable industry to provide input into the research and analysis that it requires. As such, industry outreach is a core function for the
research agenda.
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4.2 Positioning australian tourism
Several key ways to maximise opportunities
Australian tourism can particularly benefit from the following opportunities.
a) Increases in wealth (particularly in Asia)
Australia can benefit from its close proximity to north-east and south-east Asia, whose  
economic growth and growing middle class (which is also linked to the increased
urbanisation), suggests continued very strong potential for growth in discretionary
spending on tourism goods and services.
China is currently the lynchpin economy driving global and likely future economic
growth. Australia’s business links to China are very strong and growing. Australia is
currently providing a high share of China’s resource and energy import requirements,
while becoming increasingly reliant on China for imports. This is no different for
tourism, with the TFC forecasts demonstrating that Australia’s reliance on the rapidly
expanding Chinese market is omnipresent, now and into the future.
The recent rapid growth of the Chinese market in Australia has been an important
source for the recent strong growth in education tourism, as well as being one of the
first countries to be granted approved destination status that benefits holiday and VFR
travel. In some respects, Australia has benefited from these ‘quick wins’, but it now
needs to invest to attract the Chinese leisure market more so than ever before. The
challenge for Australia is to repel the strong competitive forces for intra-Asian travel
and to leverage off these opportunities.
The TFC forecasts highlight the likely strong growth from Asian markets for
international travel to Australia. China alone is projected to provide over a quarter of
the growth in cumulative tourism export earnings from international visitors in the
next ten years to 2020.
Similar thinking is required to maximise the potential of high growth markets in other
Asian markets outside China, particularly for India and south-east Asian markets
which are also leveraging off the Chinese economic growth phenomenon. Both
wealth and income (and a rapidly rising middle class) in these economies has already
increased strongly (and much stronger than in Europe and North America), and this
growth is forecast to continue strongly in coming years (Figure 6).
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Figure 6: Gross domestic product growth for selected countries (per capita),
2010 to 2020
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b) Technology and communication
TRA’s recent snapshot on internet use for pre-trip planning and booking (around
70 per cent of international trips and over 40 per cent of domestic trips) shows the
already high reliance on the web to inform the consumer. And this reliance is likely to
grow even more.
Tourism consumers will be increasingly reliant on new and changing communication
technologies for information and decisions. For example, the strong growth and use
of smart (mobile) phones and related social network technologies means consumers
have (and expect) rapid access to information.
This means that a strong web presence along with visual information and transaction
facilities will be increasingly required for tourism businesses. A recent survey
conducted on behalf of the Tourism Ministers’ Digital Distribution Working Group found
that 84 per cent of tourism businesses surveyed have an online presence, but only
around half of these businesses have extended booking capabilities, such as online
availability and price checking, or instant booking confirmation. Even fewer businesses
are able to accept online payment for instant bookings.
Tourism businesses need to be smarter to deliver targeted decision-point information
expected by the increasingly time-poor consumer. Future consumers will want,
or expect, a number of information standards including YouTube ‘personalising’
experiences to inform prospective consumers. Language barriers could also be
addressed in a cost-effective manner using similar technologies.
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Consumers will also expect a range of technologies that are transaction-ready which
integrate with existing management systems such as bookings and payment. For
businesses, a web presence is simply not enough, as potential customers may want to
make a sale immediately and online.
Integrating this business and marketing strategy will require a robust, recognised
quality assurance system giving confidence to potential clients to make informed
decisions without seeing the product. The downside is that if the product is not
good enough, customers can instantly influence other potential customers using
conventional word-of-mouth, albeit in the new form of a ’tweet’ or ‘blog’ which may
reach many thousands, or potentially millions, of consumers.
c) Tourism and the climate change challenge
As already evident, governments around the world have recognised the link between
greenhouse emissions and climate change. Furthermore, governments are already
making decisions to alleviate the potential significant impact from climate change.
Australia’s recent announcement to introduce a carbon tax in July 2012 and introduce
a carbon trading scheme by 2015, follows on from similar policy responses to rising
greenhouse gas emissions such as in parts of the European Union and in New
Zealand. The exclusion of petrol from the scheme (related to the majority of travel for
tourism in Australia), combined with taxation support for many Australian households,
may see the tourism industry face extra (but minimal) costs in the short-run on
commencement of the new carbon systems.
While some of these schemes impact on travel within each economy, the international
aviation sector at this point is not so affected from domestic based carbon-alleviation
systems. However, international aviation is already directly impacted by other various
charges and levies (such as the United Kingdom’s Air Passenger Duty, and other
general levies such as Australia’s Passenger Movement Charge).
The impacts of climate change on the industry are likely to be more slow forming,
making it difficult to show direct causality between increased greenhouse emissions
and more adverse weather events to climate change, such as the recent Queensland
floods and cyclones. However, weather and the longer-term climatic impact of climate
change is likely to lead to higher volatility in weather patterns, and this will impact on
natural and man-made infrastructure. Risk mitigation strategies will need to be put
in place, not just for tourism businesses, but for local populations and workforces in
building industry resilience to minimise the economic impacts from future events of
this type.
d) Ageing population: demographics bring new opportunities
Populations in many western countries are ageing (especially in Japan and continental
Europe, but also Australia), while the ageing effects on the demographic profiles in the
Americas and some other parts of Asia are less pronounced.
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As shown in Figure 7, many of Australia’s key inbound markets are going to host a
much larger share of persons aged 60 years or more. For example, countries such as
South Korea and Singapore are likely to see a dramatic increase in the share of older
persons in their populations (and approaching that of Japan) to over 40 per cent by
2050. At the same time, the share of older persons in key western based inbound
markets such as New Zealand, United Kingdom, United States and Australia will peak
at much lower rates (around 30 per cent) by 2050.
For tourism, an ageing population offers both positive and negative influences,
but with the benefits likely to outweigh the costs. Senior travel is one segment of
domestic tourism in Australia which has increased (broadly in line with population
growth of the cohort), while travel in other age groups (and their propensities) have
declined. Although the cohort is potentially high spending when considering total trip
expenditure, it is not necessarily high yielding in terms of average spending per night
at a destination. For example, the ‘grey nomads’ are characterised by travel away
from home for long periods, but on the whole are low yielding at each destination
point (more self-reliant with regard to accommodation and not dining out). On the
other hand, travel by the ‘grey nomads’ is less seasonal than the school holiday
tourism patterns demonstrated by many other groups, such as young families.
Figure 7:  Population share of residents aged 60 years or over for Australia’s key
tourism markets, 2000 to 2050
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While an increased reliance on senior travellers could be a boost for domestic tourism,
an increased reliance on international senior travel to Australia is a mixed blessing.
Compared to all age groups, senior international visitors are more likely to travel to
Australia for a holiday on a package, stay in Australia for a shorter time, but spend
more per night (Table 2).
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Table 2: International visitors to Australia, by age group, 2007–2010
Average length of stay

Average spending per night,
3 year average, nominal $

Share of
package travel,
2007-2010

Package

Non-package

Package

Non-package

%

No.

No.

$

$

25

14

54

301

102

15 to 29
30 to 49

34

8

19

527

203

50 to 59

37

8

16

530

247

60 to 69

40

11

21

549

204

70 and over

38

12

23

483

173

Total

32

10

32

451

143

Source: Tourism Research Australia

The downside for a higher reliance on senior travel for the international travel
segment is the fact that seniors are more reactive to shocks, whether economic like
the GFC or other shocks such as disease or terrorism. Generally, senior travellers
respond quickly in curtailing travel, and it is a longer period before they are confident
to travel internationally again. Another issue is that recent falls (and increasing
volatility) in asset prices (houses, superannuation) may result in more conservative
discretionary spending by seniors as they draw down on savings in uncertain times.
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5.0 Conclusion
Australian tourism can perform significantly better, especially
by leveraging opportunities from australia’s close proximity to
rapidly expanding asia
All indicators suggest Australia’s tourism industry is still underperforming when
compared to its potential, and compared to other Australian industries. Furthermore,
key measures suggest possible further falls in tourism productivity in 2010–11,
primarily based on lower tourism revenue.
Except for expenditure by Australians travelling abroad, tourism visitor expenditure
in Australia in all major sectors decreased slightly in real terms since 2009. However,
international visitor arrivals and nights continue to increase, while domestic tourism
visitor activity measures have increased slightly off their 2009 lows.
While these results may be partially explained by a number of one-off shocks, the
main overarching indicators driving the underperformance remain the continued weak
economic growth in key international markets, with a stronger Australian dollar also
a key influence. Meanwhile, relatively robust economic growth in Australia (despite
the sharp disaster-sponsored fall to national GDP in the March quarter 2011),
strong international aviation capacity and competitive overseas prices for travel are
influencing stronger demand for Australians to travel overseas instead of travelling
within Australia.
Falling revenue, stable/increased components of tourism supply, and likely low levels
of investment (outside aviation), points to another modest fall in most indicators for
tourism profitability and productivity; a trend that has been evident since the latest
productivity cycle started in 2003–04.
Tourism investment has been low in response to recent low growth in real income
(and higher risks on these returns). Other constraints which are all lowering expected
returns are the high occupancy rates/low supply of land for prime accommodation
investment (in contrast to the low occupancy rates/higher availability of land in
regions outside Australia’s capital cities); low occupancy rates (relevant in smallerscale accommodation outside the capital cities); and the supply of skilled labour at a
price which can deliver a higher quality service matching visitor expectations.
The tourism industry’s recent low performance, combined with a tough non-mining
investment climate in Australia, and difficulties sourcing a skilled labour force
challenge tourism investors at this time. There are, however, small positive signs on
increased hotel investment (in terms of approvals).
The industry should not focus only on the current negative demand impacts of
the high Australian dollar and weak economic growth outside Asia. High growth
opportunities exist in Asia at present, particularly with respect to leveraging off the
likely increases in disposable incomes in China and India in particular. The industry
should also be vigilant to the potential upsides attached to the eventual recovery in
Europe and the United States, and a lower Australian dollar.
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This report emphasises that Australian tourism is well placed to benefit from broader
positive social and economic trends. Through strategic decisions, investors can
increase demand across a range of markets, as well as increase the efficiencies of the
industry’s productive resources.
Importantly, the underlying driver for tourism growth, strong economic growth in
neighbouring Asia (particularly China) is a significant driver of Australia’s wealth and
also for international and domestic tourism demand.
In the longer term, climate change and the already well-documented potential impacts
on key tourism locations such as the Great Barrier Reef will be major challenges.
There is, however, potential for the industry if opportunities are maximised to develop,
brand and market differentiated, quality products.
Developing countries, particularly in Asia, consider tourism as a vital ingredient
for economic development. As the number of competing destinations increases,
the competition will intensify, leading to stronger price-based competition in some
segments such as package travel. With businesses in these competing countries
having the benefit of low cost labour (important for a labour-intensive industry such as
tourism), Australia needs to position its product and deliver a stronger, differentiated,
quality product. Australia may need to chase higher value niche markets—which offer
higher returns— to improve its international competitiveness.
This could mean many different things to different tourism business structures.
Regional branding through integrating local product to the tourism experience; income
diversification with businesses in different locations, or different points of the value
chain; attracting different clientele, or simply expanding or concentrating on areas
that offer the highest returns – to name but a few possible business options. Other
opportunities may lie with the industry’s use of its labour force – efficient application
of its labour through increased service‑orientated capacity, retaining staff, and
developing process capacity through new technologies.
It may also mean a period of consolidation for tourism, particularly regarding the
number of small businesses, to obtain higher sustainable profits through collaboration
and economies of scale.
The continued tight investment climate, particularly for 93 per cent of tourism
business that are either small or non-employing, means that industry’s scope
for productivity improvement may be focused on low-cost innovations. In doing
this, businesses need to ensure that tourism does not lose its vision as a globally
competitive industry, particularly when the resources boom weakens and the impact
on demand from the strong Australian dollar softens.
It is not the role of government to direct private sector decision making, but the
Australian government and key players in the industry are aware of the industry’s
potential. There is still a lot of work to do to improve the overall competitiveness of
the industry.
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In its full year of operation, the industry’s National Long-Term Tourism Strategy has
undertaken a range of actions, including:
- research into investment impediments (and work within the Australian regulatory
framework to address impediments);
- enhanced tourism investment facilitation;
- enhanced understanding of tourism’s regional needs for labour and skills and
identification of some measures to address them;
- internet strategies and notably, a National Online Strategy for Tourism;
- launch of a national tourism quality assurance program, the National Tourism
Accreditation Framework (NTAF);
- development and roll out of the National Tourism Research Agenda; and
- delivery of more targeted and strategic tourism industry grants.
Along with Tourism Australia’s current international and local marketing campaigns, all
of this work is critically aligned to key points within the tourism value chain.
These actions by government and industry are underpinned by the recognition that
Australian tourism can perform significantly better than levels to date, particularly
if opportunities from Australia’s close proximity to rapidly-expanding Asia can be
fully leveraged. To achieve this potential, industry stakeholders will need to invest
strategically in Australian tourism if Australia is to follow a stronger growth path in the
increasingly competitive global tourism economy of the 21st century.
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The Tourism Forecasting Committee (TFC) is an independent committee with
representation from government and key industry bodies. The TFC12 releases
its forecasts twice in each financial year, with the detailed release in October, in
conjunction with the release of this report. A second interim forecast update is
planned for April–May 2012.
The forecasts indicate growth in total visitor consumption (or adjusted expenditure)
could remain low in 2011 (up 0.4 per cent), and in the longer term is forecast to reach
$108 billion in 2020, or a compound annual growth rate (CAGR) of 1.1 per cent over
the 2010–2020 period (Table 3).
However, the total consumption forecast does suggest that if growth in the Australian
economy averages near its long-run average of just over 3 per cent, then Australian
tourism’s share of GDP is likely to fall further over the period to 2020.
Most of the growth in total tourism consumption is expected to come from stronger
growth in international spending. Total Inbound Economic Value (TIEV)—a measure
benchmarked to ABS TSA tourism exports international visitor consumption—is
expected to increase by a CAGR of 0.9 per cent in 2011, but is forecast to increase at
slightly stronger rates (3.4 per cent on average each year in the period to 2020) to
reach $34 billion in 2020.
Increased visitation from Asia (notably China) is expected to continue to fuel growth in
total spending and arrivals to Australia in the short and longer term, while prospects
for European travel are forecast to remain subdued for some time. Overall, Australia’s
largest market by value, China, is forecast to contribute around 31 per cent of the
total growth in tourism export earnings over the 2010–2020 period, and this reliance
is spread across most purposes of travel (business and education in particular).
Low growth is forecast for the larger domestic visitor segment, both in terms of dollars
and activity. Tourism consumption by Australian residents in Australia, or Total Domestic
Economic Value (TDEV), is forecast to increase by a CAGR of only 0.3 per cent over the
2010 to 2020 period, and to reach $74 billion in 2020.
This forecast suggests that total domestic consumption will increase by $1.8 billion
by 2020 in real terms compared to 2010 returns.
Underlying this forecast is low forecast growth in domestic visitor nights
(up 7.7 million nights above 2010 levels to reach 267 million in 2020). Domestic
holiday visitor nights represent around half of the domestic overnight trip activity,
and are forecast to increase slowly by 0.9 million nights to 128 million nights in
2020 (compared to 2010 levels).

12

For more information, please refer to the latest TFC forecasts at
http://www.ret.gov.au/tourism/tra/traforecasts/committee/Pages/default.aspx
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Australian outbound trips have more than doubled over the 2003–2010 period, but
growth is forecast to moderate over the forecast period to 2020. Outbound trips are
forecast to increase by 9.2 per cent in 2011 and by a further 5.4 per cent in 2012
(mirroring the growth in international aviation capacity), with growth easing over
the remainder of the forecast period to 2020. The TFC forecast Australian resident
departures to reach 10.3 million in 2020.
At this rate, the number of Australian residents travelling abroad annually is forecast
to be 2.2 million more than the forecast for international visitor arrivals to Australia
in 2020 (of 8.1 million). As most of this forecast growth in outbound travel is for a
holiday (now forecast to reach 6.5 million in 2020), this suggests that the number
of outbound holiday trips broadly equates to one quarter of the expected Australian
population of 25 million in 2020.
Although not published by the TFC, there are also several areas of the forecasts which
can be broadly aligned to likely requirements for tourism supply, if the forecasts
are to be met. The TFC forecasts imply a moderate increase in tourism employment
and tourism gross value added (GVA). By applying the ratios between tourism
employment, tourism GVA and tourism consumption, and a modest 0.2 per cent
improvement in tourism productivity, the TFC forecasts suggest that tourism GVA will
increase to around $45 billion in nominal terms ($36 billion in real terms), and that
tourism employment could rise by another 39,000 persons to reach around 539,000
in 2020.
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Table 3: Tourism Forecasting Committee forecasts, October 2011
Inbound Change on Domestic Change on Outbound Change on
visitor previous
visitor previous
depart. previous
arrivals
year
nights
year
year
‘000
%
million
%
‘000
%
1999
4 459
n.a.
294.3
n.a.
3 210
n.a.
2000
4 931
10.6
293.4
- 0.3
3 498
9.0
2001
4 856
- 1.5
289.6
- 1.3
3 443
- 1.6
2002
4 841
- 0.3
298.7
3.1
3 461
0.5
2003
4 746
- 2.0
294.1
- 1.5
3 388
- 2.1
2004
5 215
9.9
296.9
0.9
4 369
28.9
8.9
2005
5 499
5.4
275.9
- 7.1
4 756
2006
5 532
0.6
285.7
3.6
4 941
3.9
2007
5 644
2.0
288.6
1.0
5 462
10.6
2008
5 586
- 1.0
271.8
- 5.8
5 808
6.3
2009
5 584
0.0
256.7
- 5.6
6 285
8.2
2010
5 885
5.4
259.5
1.1
7 111
13.2
2011
5 907
0.4
258.7
- 0.3
7 762
9.2
2012
6 064
2.7
260.1
0.5
8 184
5.4
2013
6 307
4.0
261.4
0.5
8 479
3.6
2014
6 588
4.4
262.5
0.4
8 763
3.4
2015
6 847
3.9
263.5
0.4
9 038
3.1
2016
7 097
3.6
264.4
0.3
9 303
2.9
2017
7 342
3.5
265.2
0.3
9 561
2.8
2018
7 587
3.3
265.9
0.3
9 814
2.6
2019
7 833
3.2
266.6
0.3
10 067
2.6
2020
8 082
3.2
267.2
0.3
10 325
2.6
Compound annual growth rate (%)
2000-2005
2.2
-1.2
6.3
2005-2010
1.4
-1.2
8.4
2010-2015
3.1
0.3
4.9
2015-2020
3.4
0.3
2.7
2000-2010
2010-2020

1.8
3.2

-1.2
0.3

7.4
3.8

TIEVa Change on
(real) previous
year
$billion
%
20.8
n.a.
23.8
14.7
24.3
1.7
24.0
- 0.8
22.2
- 7.7
23.3
4.8
22.6
- 2.9
23.7
5.2
24.2
2.0
24.7
2.1
24.4
- 1.5
24.4
0.0
24.6
0.9
25.3
2.8
26.3
4.0
27.5
4.6
28.6
4.1
29.7
3.8
30.8
3.6
31.9
3.5
33.0
3.4
34.1
3.3

TDEVb Change on Consump- Change on
(real) previous
tionc previous
year
(real)
year
$billion
%
$billion
%
73.4
n.a.
94.2
n.a.
75.8
3.2
99.6
5.7
73.7
- 2.8
97.9
- 1.7
74.5
1.1
98.5
0.6
72.7
- 2.4
94.9
- 3.7
72.2
- 0.6
95.5
0.6
72.3
0.1
94.9
- 0.6
74.3
2.8
98.0
3.3
78.0
4.9
102.2
4.2
76.9
- 1.4
101.6
- 0.6
73.5
- 4.4
97.8
- 3.7
72.5
- 1.4
96.8
- 1.0
72.0
- 0.7
96.5
- 0.3
72.4
0.6
97.6
1.1
72.7
0.5
99.0
1.4
73.0
0.4
100.4
1.5
0.3
101.8
1.4
73.2
73.5
0.3
103.2
1.3
73.7
0.3
104.5
1.3
73.9
0.3
105.8
1.2
74.1
0.3
107.1
1.2
74.3
0.3
108.3
1.2

-1.1
1.5
3.3
3.5

-0.9
0.0
0.2
0.3

-1.0
0.4
1.0
1.2

0.2
3.4

-0.4
0.3

-0.3
1.1
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Numbers shaded are forecasts.
a
Total Inbound Economic Value (TIEV): estimates and forecasts based on Australian National Accounts: Tourism Satellite Account, 2008-09, ABS Cat No 5249.0
b
Total Domestic Economic Value (TDEV): estimates and forecasts based on Australian National Accounts: Tourism Satellite Account, 2008-09, ABS Cat No 5249.0
c
Consumption refers to total consumption made in Australia by international short term visitor arrivals and Australian resident tourists. It is the sum of real TIEV and real TDEV (Q3
2010=100)												

Demand for nights in paid accommodation (hotels, motels, guest houses and serviced
apartments) is forecast to increase on a compound annual basis of 1.5 per cent
between 2010 and 2020 (around the same growth rate for total visitor nights).
Demand for tourist business accommodation is forecast to increase by a strong
2.3 per cent, with the combined education/employment segment also forecast to
increase strongly. All up, demand for paid accommodation for business is forecast to
be 25 per cent higher in 2020 compared to 2000, while holiday travel is forecast to be
only 8 per cent higher (Figure 8).
The stronger growth in business-focused accommodation is likely to drive future
investment in paid accommodation stock. The recently launched IPD hotel index,
which focuses on business hotels (not leisure and resorts), notes that investment in
Australia offers higher returns with a lower risk profile than equivalent investments,
which is likely to be a focus for future offshore and Australian investors.
Figure 8: Visitor nights (international and domestic) in paid accommodation
(hotels, motels), 2000 to 2020
Index, 2010=100
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Sources: TFC (2011) and TRA calculations

The TFC forecasting process also takes into account international and domestic
aviation developments. For this round, the forecasts assumed a continuation of the
strong growth in international aviation capacity in 2011 (up 8 per cent) and even
stronger in 2012, following on from the robust growth in recent years. Over the next
10 years to 2020, international aviation capacity is forecast to increase strongly.
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The 2020 Tourism Industry Potential (Potential) is an ambitious long-term measure
for optimum industry performance. The measure is based on the sum of the following
statistics for overnight travel expenditure by Australian resident and international
tourists:
• international visitor expenditure (including pre-paid package and international
airfares); and
• overnight visitor expenditure by Australian residents in Australia.
In terms of growth rates, the Potential assumes an average annual growth rate of
6.7 per cent in nominal terms, or 3.8 per cent in real terms using the 2009 calendar
year as its base. In other words, the upper end of the range—the 2020 Tourism
Industry Potential indicator—is projected to double in nominal dollars. This nominal
growth is equivalent to a 50 per cent increase in real terms.
The Potential is cast as a range. The minimum of the band for the Potential is
$115 billion, which broadly aligns with the TFC’s November 2010 forecasts. At its
upper end, the Potential is $140 billion in 2020 in nominal terms (Figure 9).
The Potential has three main phases, with stronger growth proposed in Phases 2 and 3.
Phase 1 - Setting the foundations (2011 to 2014): involves putting the
fundamentals in place, including addressing important supply-side and demand issues
such as seeking the best prospective customers and developing the products and
services these customers want;
Phase 2 - Seeing the results (2015 to 2017): once foundations are in place, learn
from experience to refine business plans; and
Phase 3 - Achieving the Potential (2018 to 2020): the Potential is achieved and
tourism is a more competitive and profitable industry (Tourism Australia, 2010, 3).
Each segment is projected to increase at different rates. In 2009, domestic overnight
expenditure was worth $42.4 billion. The range for domestic visitor expenditure
(excluding motor vehicles) is for growth (in nominal terms) to increase by 48 per cent
to 81 per cent (or $77 billion) in nominal terms in 2020.
The growth rate underpinning the international visitor expenditure component is
higher than domestic, of between 98 per cent (lower) to 141 per cent (upper). In
recognition of the different historic growth, there are substantial differences in the
nominal growth rates for the different markets (see Table 4).

State of the Industry

39

Table 4: 2020 Tourism Industry Potential, progress and goals
Change 2011
on 2009
Market

China

2009 2010-11

2020 tourism
industry potential

Growth required,
2009-2020

Nominal

Real

Lower
band,
nominal

Lower
band,
nominal

$ billion

$ billion

$ billion

$ billion

%

%

%

%

2.8

3.6

7.4

9.0

29

23

168

226

UK

3.4

3.0

5.5

6.7

-11

-15

62

97

USA

2.4

2.2

4.5

5.5

-8

-13

91

133

Sth Korea

1.2

1.3

2.8

3.4

4

-1

124

173

NZ

2.0

2.2

3.4

4.2

10

5

75

113

Japan

1.5

1.4

2.7

3.3

-5

-10

81

120

Singapore

1.1

1.3

2.3

2.8

18

13

112

158

India

1.0

1.1

1.9

2.3

7

3

89

130

Malaysia

0.8

0.9

2.0

2.5

16

11

164

222

Germany

1.1

0.9

1.9

2.3

-16

-20

81

120

France

0.6

0.5

1.2

1.4

-7

-11

95

138

Rest of world

8.6

8.4

16.4

20.0

-1

-6

92

134

International

26.3

26.7

52.0

63.4

2

-3

98

141

Domestic - overnight

42.4

43.0

62.9

76.6

2

-3

48

81

TOTAL

68.6

69.7

114.9

140.0

2

-3

67

104

Source: Tourism Australia

In 2010, the indicator series rose by 2.1 per cent in nominal terms to around
$69 billion (or $0.6 billion). So far in 2011, overnight travel in Australia has been
hard hit by the combination of adverse weather events and weakening consumer
confidence drawn from the uncertain global economic climate. As a result, the
measure for the Potential has risen 1.5 per cent in nominal terms in the first half
of 2011, compared to the same period in 2010 (Table 1). However, little should be
drawn on the performance of the indicator to date. More weight should be given to the
cumulative growth in the next few years to 2015.
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Figure 9: Tracking the 2020 Tourism Industry Potential
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Source: Tourism Australia 2010, 1

The development of the Potential identified a number of critical supply-side indicators
for the industry that are required to reach the Potential minimum of $115 billion,
and up to the maximum $140 billion for overnight tourism expenditure in Australia in
2020. Critical points in the tourism value chain suggest:
• increasing the tourism labour force by between 12–32 per cent (or 56,000 and
152,000 jobs). The upper end of this challenge contrasts tourism employment
growth of only 11 per cent in the 2000–01 to 2009–10 period;
• increasing accommodation supply (stock) by between 40,000 and 70,000 rooms.
This growth represents a substantial change on recent trends of little change in
accommodation stock in the past decade, with recent accommodation investment
focused more on replenishing existing stock. The gap between current returns and
trigger points for substantially higher investment remain large; and
• increasing passenger capacity on international carriers servicing Australia is
required to increase from between 23–30 per cent on 2009 levels. (This will benefit
both international visitation to Australia and Australian resident travel abroad.)
These ‘forecast requirements’ are not simply a direct ratio of current tourism dollars,
but take into account moderate growth in productivity, i.e. decreasing number of
persons employed (or wages), accommodation required (or higher occupancy rates)
or aircraft/airport capacity required, for a given dollar of tourism output.
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A
C1) International holiday expenditure: package and nonpackage
Shows: Key split for the international holiday segment. The recent poor performance
in package travel to Australia is primarily due to the sharp decline of the Japanese
inbound market (Figure 10). However, both package and non-package holiday
expenditure has fallen since 2009 (Figure 11).
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Figure 11: International holiday expenditure, year ending June 2011 on 2009
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Source: Tourism Research Australia’s International Visitor Survey
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C2) International expenditure by market: China, Japan,
Other Asia, Europe, Middle East, New Zealand, United States
Shows: Performance of leading inbound markets and regions (Figure 12). The key
feature is the strong performance so far of China, Other Asia and New Zealand, while
expenditure in other leading markets has decreased since 2009 (Figure 13).
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Figure 13: International visitor expenditure (real), by main market/region,
change, 2010–11 on 2009
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C3) domestic holiday expenditure: interstate, intrastate and
outbound
Shows: Little growth in expenditure for both intrastate and interstate holiday travel
segments in Australia over the 2004–2010 period, while at the same time, outbound
holiday expenditure increased strongly (Figure 14 and Figure 15). However, total
expenditure by Australians for an overnight holiday has increased from $38 billion in
2004 to $50 billion in 2010.
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Figure 15: Domestic visitor expenditure, intrastate, interstate and outbound
travel, change on 2009 to present
Percentage
change on 2009
60
40
17

20

4

0
-10

-20
-40

Interstate holiday

Intrastate holiday

Total AR holiday

Outbound holiday

-4

-60
2004

2005

2006

2007

2008

2009

2010

2010-11

Sources: Tourism Research Australia’s International Visitor Survey and National Visitor Survey

44

State of the Industry

C4) total expenditure: international, domestic (day and
overnight), and outbound
Shows: Expenditure for international and domestic travel in Australia – same day,
intrastate and interstate – over the 2004–2010 period, which contrasts with the
strong growth in outbound expenditure. Total spending by Australian residents peaked
in 2008 at $100 billion before easing to $96.4 billion in 2010–11 (Figure 16).Since
2009, there has been slight falls in most expenditure measures (Figure 17).
Figure 16: Total visitor expenditure, 2004 to 2010
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Figure 17: Total visitor expenditure, change on 2009 to present (and 2020
Tourism Industry Potential)
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C5) dispersal: australian capital city tourism regions and
other regions in australia
Shows: Little growth in real tourism expenditure in capital city tourism regions since
2009, while non-capital city tourism regions have been in decline (particularly since
2007, see Figure 18 and Figure 19).
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Figure 19: Visitor expenditure in capital and non-capital city tourism regions,
change on 2009 to present (and 2020 Tourism Industry Potential)
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C6) Total visitor expenditure by main travel purpose:
holiday, visiting friends and relatives, education
(international only) and business
Shows: There has been strong growth in real international education tourism but
long-term decline in other purpose segments (particularly for holiday since 2007, see
Figure 20). For growth path to the Potential, see Figure 21).
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C7) related demand indicators: total tourism nights in
australia; total nights in paid accommodation; total domestic
nights; and tourism’s share of household consumption
Shows: Australian resident visitor nights are forecast to increase but at a slower rate
compared to recent history.
The weaker outlook reflects lower forecast growth in outbound trips in outer years
of the forecast period to 2020 (figure 22). TFC forecast stronger growth for the
combined international and domestic visitor night segment (up 72 million nights) in
2020 compared to 2010 estimates.
Growth in international visitor arrivals is forecast to remain at or below long-term
growth rates, more so for Australian resident outbound trips (figure 23) at the
latter part of the forecast period. Both forecasts partially reflect slight weakening
of international aviation capacity, combined with an assumed slow depreciation of
the Australian dollar over the period to 2020, which favours international/Australian
domestic travel compared to Australian outbound travel.
In terms of paid accommodation, the education and employment visitors (combined,
but mainly international education nights) and business segments offer the strongest
prospects for accommodation investors in the next nine years to 2020 (figure 24).
VFR travel (up 20 per cent) also offers strong growth prospects, while travel for
holiday is forecast to increase only moderately.
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Figure 22: Total visitor nights (domestic) and total visitor nights (international
and domestic), 2004 to 2020
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Figure 24: Visitor nights in paid accommodation, by travel purpose, 1999 to 2020
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D
Shows: International aviation capacity should not act as a constraint for international
visitation to Australia and Australian resident outbound travel.
Average annual growth in international aviation capacity to Australia over the 1992
to 2010 period has been around 5 per cent, but growth has been volatile, particularly
when carriers quickly align supply to demand in periods of major shocks (Figure 25).
This, along with international carriers better aligning supply (i.e. the ability to fill
available seats) with demand has also increased in the past two decades, from around
65 per cent in the 1990s to around 78 per cent.
The TFC assume that aviation capacity will remain strong in coming years. Forecast
growth by the TFC suggests that capacity could increase by around 49 per cent in
the period from 2010 to 2020, representing an average annual growth rate of around
4 per cent over that time. This forecast is also slightly lower than the Bureau of
Transport, Infrastructure and Regional Economics’ (BITRE) projection of 4.2 per cent
growth on average annually over the next 20 years to 2029–30.
If this occurs, the international aviation component of the Potential (of 20–30 per cent
higher on 2009 levels) should be achieved.
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D
Shows: Moderate growth in persons employed in tourism in Australia in recent times.
Tourism labour force estimates are based on ‘persons employed in tourism’, be it
full or part-time. Over the period 1999–2000 to 2009–10, the tourism labour force
increased by 65,000 persons (either full or part-time). Average annual growth for
tourism employment over this period was around 1.4 per cent, or around two thirds
the growth rate of the national workforce of 2.2 per cent.
The latest available benchmark statistic for tourism’s labour force is from the ABS’
Tourism Satellite Account which indicates that around 500,500 persons were employed
in tourism (full and part-time) in 2009–10 (Figure 26). Of those, around 26 per cent
(128,000) worked in the cafés, restaurants and takeaway and food service industry,
around 19 per cent (96,000) in the retail trade, and 14 per cent (72,000) in the
accommodation industry.
Indicator data from ABS’s Labour Force Survey suggest that the persons employed in
tourism again increased at rates slightly lower than the 2.9 per cent increase in the
Australian workforce in 2010–11, with the strongest growth occurring in the cafés,
restaurants and takeaway food services, retail trade, and in travel agencies. If
2.0 per cent growth in tourism jobs is realised, it would translate to an increase of
around 10,000 persons (to 511,000) employed in tourism in 2010–11.
Figure 26: Persons employed in tourism, 1997–98 to 2019–20
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D
Shows:  Low growth likely in a difficult investment climate.
Tourism demand for accommodation services remains positive. The TFC forecast
total demand for paid accommodation nights at around 1.5 per cent per annum for
each year over the 2010–2020 period, more so for business travel and for ‘other’
(employment and education).
However, there are considerable concerns over having an adequate supply of
accommodation stock in meeting the expected solid growth in demand. Over the eleven
year period to 2010, there has been an increase of around 30,000 rooms in the larger
hotels, motels and guest houses, and serviced apartments (or HMGSAs), but growth
slowed noticeably in the three years to 2010, with an increase of only 5,000 rooms.
The 2020 Tourism Industry Potential for the stock in hotel accommodation is based
on an increase in accommodation supply of the larger HMGSAs (15 rooms or more)
of between 40,000 to 70,000 rooms. However, over the period from December 2009
(the 2020 Tourism Industry Potential benchmark) to March 2011, rooms available
increased by around 700 rooms.
Similarly, occupancy rates in the larger HMGSAs have increased over time, from
58 per cent in 2000 to 64 per cent in 2010. Over the year ending March 2011
(compared to the average in 2009), these occupancy rates in Australia increased
modestly by 1.9 percentage points, but this increase reflects only a partial recovery
to the pre-GFC peak of nearly 66 per cent in 2007 (year average, Figure 27).
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The Potential also highlights the need for much stronger occupancy rates in Australia
to around 75 per cent, which represents a significant increase from the current rate in
Australia of 64 per cent (last 12 months to March 2011). At present, occupancy rates
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in Australia’s larger capital cities are approaching 80 per cent, while occupancy rates
in non-capital cities are much lower. For example, the occupancy rates in the NSW
South Coast region are around 48 per cent.
Background on accommodation: Key supply and demand statistics on tourist
accommodation in Australia is primarily sourced from ABS’ Survey of Tourist
Accommodation. In the year ending March 2011, the stock of accommodation in
Australia was around 227,000 rooms in the larger HMGSAs (15 rooms or more).
Of these, there are around 86,000 rooms in licensed hotels, and around 87,000 rooms
in the combined motels and guest house segment. In addition, there were around
54,000 rooms available in the larger serviced apartment complexes.
Details on other accommodation classes are available from the expanded scope series
of the survey. In 2009–10, there were:
• around 17,500 rooms in smaller hotels, motels, guest houses and serviced
apartments (HMGSA, 5–14 rooms);
• around 1,650 caravan parks offering around 232,000 sites (average of 137 sites);
• around 139,000 beds in holiday flats and units; and
• around 46,000 beds in visitor hostels.
Overall, since 2000, supply of tourist accommodation has increased, but most of
this increase has been in the larger HMGSAs (15 rooms or more). Of the three subcomponents of the larger HMGSA sector, long-term growth accommodation supply
has been strongest for serviced apartments, with supply up by 67 per cent in the
year ending March 2011 compared to 2000 estimates, but this growth has slowed
considerably since 2008 (Figure 28).
The incentive to invest in serviced apartments is partially based on stronger returns,
with real takings per available room around 14 per cent higher compared to 2000
levels. This growth is much higher compared to gross yields on licensed motels
(up 1 per cent) and motels and guest houses (up 10 per cent)
There was slower growth in the supply in the other HMGSA categories, with a
moderate increase of 17 per cent in the number of rooms in licensed motels, while the
number of rooms in motels/guesthouses is largely unchanged from 2000 levels.
There is only a shorter time series available on the other accommodation segments
from 2006 to the year ending June 2010. Although there was moderate growth
of rooms in holiday flats, there was reduced supply in the other accommodation
segments. The largest decline was in the smaller accommodation segment
(5-14 rooms, Figure 29).
Over the 2006 to 2009–10 period, takings by all accommodation establishments has
been weak, rising by only 6 per cent in real terms from the 2006 to 2009–10 period.
The strongest growth in takings was for the caravan parks segment, but this growth
remained far less than for the larger accommodation HMGSAs (15 rooms or more,
Figure 30).
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Figure 28: Accommodation supply (rooms or equivalents), commercial hotels,
motels, guest houses and serviced apartments, 2000 to year ending March 2011
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Figure 29: Accommodation supply (rooms or equivalents), other accommodation,
2006 to 2009–10
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Figure 30: Accommodation yields per available room, 2000 to year ending
March 2011
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Source: ABS cat. no. 8691.0 Survey of Tourist Accommodation (various series)
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The Tourism Scorecard also provides a comparison of the growth in gross value added
between 2009 and 2010–11 (in chain volume terms) for industries that have strong
links to tourism, such as accommodation and food services and retail trade. This
assessment shows that growth in these key industries have increased and that air and
space transport (which reflects domestic and international aviation) has registered
more than double the growth in Australia’s real gross domestic product over the same
period.
This section looks at the measures that drive the growth in industry gross value added
(that is the value of output minus the cost of goods to produce them), including
productivity, profitability and investment.

E
Shows: Tourism productivity is below the all-sector benchmark over the 1997–98 to
2009–10 period, and recent indicators suggest the downward trend has continued in
2009–10.
Tracking productivity and its components provides an important benchmark in
measuring an industry’s competitive performance. As stated in State of the Industry
2010, it is a ‘key measure of how efficiently and effectively an industry or an economy
is performing. It refers to the efficiency with which the output is produced by
combining the resources of labour and capital. The concept of productivity relates to
long-term economic competitiveness of an industry and not short-term benchmarks’.
State of the Industry 2010 provided a brief summary of tourism productivity
performance over two time periods from 1997–98 to 2008–09. The main findings
include:
• The key measure for productivity, multifactor productivity (MFP) growth for tourism
industry was less than that for the Australian economy (market sector average).
MFP growth of the tourism industry declined in the second period (2003–04 to
2008–09) by 0.8% per year, as compared to the first period (1997–98 to 2003–04)
growth of 1.0% per year. The decline in MFP in the second period was larger in
the tourism industry (0.8%) compared to the 0.7% per year decline in the market
sector;
• Similarly, for each of the productivity subcomponents, labour and capital
productivity, tourism performed below the market sector benchmark. Tourism
industry labour productivity (LP) growth increased 0.9% per year in the second
period; lower than first period growth of 1.3% per year. The second period growth
was the same (0.9%) for both the tourism and the market sector. Tourism industry
capital productivity (KP) growth was negative (-0.1%) in the first period, and
declined further (-3.9%) in the second period. The decline in tourism industry
capital productivity was larger compared to the market sector (-2.4%).
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• Combining the two time periods results in all key aggregates for tourism
productivity performing below the industry benchmark, resulting in multifactor
productivity increasing by around half that for the total market sector (Figure 31).
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Productivity is cyclical in nature with investment changes a major factor driving the
cycle. This means that productivity estimates cannot be obtained on a regular, say
yearly basis, but partial indicators such as labour growth (relative to changes in gross
value added), investment, or changes in key supplying drivers such as aviation and
accommodation, can provide some indication of likely direction or changes in direction
in relation to the productivity cycle.
Growth in key areas identified in the development of the Potential suggest that
tourism productivity will need to improve against other Australian industries if it is to
remain sustainably competitive and attract investment dollars.
TRA will continue to monitor the components of tourism productivity and will publish
an updated publication on tourism productivity in Australia in late 2012.

E2) Tourism profitability
Shows:  Historical profitability in tourism has been low, and adverse weather events
in 2011 suggest profits will remain low.
An indicator of tourism profitability, both in aggregate and by industry, can be found
in one of the key components required in the formation of the Tourism Satellite
Accounts. The measure, Gross Operating Surplus (GOS), is a measure of income to
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suppliers minus the cost of the intermediate stages of production. The measure is
slightly different to the more assessable measure, Gross Value Added, which reflects
both GOS and net taxes paid by producers.
Over the 2000–01 to 2009–10 period, tourism GOS in Australia has increased by only
0.8 per cent per annum (in GDP deflator terms). However, average annual growth
in tourism GOS was much lower than that for Australia (4.2 per cent) over the same
period (Figure 32).
Growth in tourism GOS in 2009–10 (and similarly for the GVA measure) was higher
than for all-industries in (3.6 per cent compared to 2.1 per cent respectively).
However, this stronger performance reflects a recovery from the GFC, when tourism
businesses were hit hard by the GFC (down 4 per cent in 2008–09 compared to the
previous financial year). In contrast, GOS for all-industries in Australia continued to
increase strongly; rising 6 per cent in 2008–09, and has risen by 8.5 per cent over the
two years to 2009–10.
Similarly, unpublished estimates for the number of tourism businesses in Australia
also shows a decline during the worst of the GFC period in 2008–09, with all of
this decline occurring in micro (1-4 employees) tourism businesses, which in turn
represent 93 per cent of all tourism businesses in Australia.
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Although the Potential implies a maximum but achievable level of tourism revenue in
Australia, it also implies stronger tourism profitability; at least above the all-industry
average to attract stronger investment (Figure 33).
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Figure 33: Profitability of tourism and all industries,
2000–01 to 2020–21
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E
Shows: Tourism Investment has been increasing but at moderate rates, with a
considerable share of this investment in existing (and not new) assets.
Investment is expected to be a primary driver for Australian economic growth over the
next two years. The Commonwealth Treasury, in its 2011–12 Budget (p 2–8), notes
that led by strong mining investment (in turn driven by mining’s very high commodity
prices), ‘new business investment is forecast to grow by a strong 16 per cent in
2012–13’ .
Investment data is available in ABS National Account publications. However, tourism
investment statistics are not available in the tourism’s equivalent publication, ABS’
Tourism Satellite Accounts, due to the difficulty in isolating investment in businesses
that have tourism and non-tourism demand components.
In filling this gap, TRA have derived estimates for tourism investment. Its latest report
on tourism investment highlights that investment by tourism-related industries is
estimated at $164 billion in 2009–10 (based on ANZSIC high level 1–digit data). The
report also provides estimates on tourism investment accordingly to industries listed
in the Tourism Satellite Account.
As data on investment is not available for many of the industries listed in the Tourism
Satellite Account, TRA imputes tourism investment based on each industry’s gross
value added share on higher level GVA and investment data. Using this method,
TRA calculates tourism (specific) investment at $9.6 billion in 2009–10 (for detailed
estimates, see Table 5).
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Both measures show only moderate growth in tourism investment over the 2000–01
to 2009–10 period, with average annual growth for tourism specific investment at
around 3.9 per cent (adjusted for price movements using the GDP deflator). However,
growth in tourism investment is much lower compared to the broader measure of
tourism investment, total tourism-related industries (6.5 per cent), and for growth in
Australian investment overall of around 7.3 per cent over the same period.
Furthermore, TRA (2011, 3) report that over the 2003–04 to 2009–10 period, tourism
investment has been in ‘the use of existing assets, rather than buying new capital
assets’.
The Commonwealth Treasury forecast investment to increase strongly in 2011–12,
fuelled by very strong growth in mining investment. According to Treasury (2011,
p 2–23) ‘mining investment has risen from $12 billion in 2003–04 to $56 billion in
2009–10…a precursor to an even longer surge over coming years as a number of
resource projects ramp up’.
As a result, mining is expected to represent over 50 per cent of total investment
in Australia in 2011–12 and 2012–13 with the effect compounded through mining
linkages to other sectors such as construction. As a result, investment in non-mining
industries in Australia, including tourism, is forecast to increase at lesser rates.
Against this backdrop, the 2020 Potential for seeking increased investment funds for
tourism and its related industries will be a major challenge for the industry in coming
years.
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Table 5: Investment by tourism-related industries, 2009–10
Value 2009-10

Change, 2000-01
to 2009-10

$ million

Per cent

Agriculture

12,135

3.2

Mining

48,402

17.6

Manufacturing

22,889

4.3

Electricity, gas, water and waste services

24,984

12.4

Construction

8,850

15.0

Wholesale trade

7,062

8.3

Retail trade

6,341

6.2

Accommodation and food services

3,467

4.0

Transport, postal and warehousing

34,047

10.4

Information media and telecommunications

11,536

2.8

7,400

4.8

21,210

7.9

Professional, scientific and technical services

9,891

7.8

Administrative and support services

2,345

7.7

Public administration and safety

20,871

8.9

Education and training

17,763

14.4

Health care and social assistance

8,254

5.8

Arts and recreation services

3,955

5.0

74,399

3.9

Financial and insurance services
Rental, hiring and real estate services

Ownership of dwellings
Other

18,524

Total tourism related industries

163,527

6.5

Total investment in Australia

364,325

7.3
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Glossary of terms
Accommodation used

This indicates the type of accommodation used by an
overnight visitor when visiting a particular location. The
main categories of accommodation include:
• Hotel, resort, motor inn
• Backpacker hotel or hostel
• Rented house, apartment, flat or unit
• Friend’s or relative’s property
• Caravan park or commercial camping ground
• Caravan or camping near a road on private property
• Guest house or bed and breakfast
• Boat, houseboat, cabin cruiser or cruise ship
• Educational institution
• Home stay

Australian and New
Zealand Standard
Industrial Classification
system (ANZSIC)

A classification developed by the Australian Bureau of
Statistics and the New Zealand Department of Statistics
which groups businesses that carry out similar economic
activities. A business is assigned an appropriate industry
category on the basis of its predominant activities.
ANZSIC has a structure comprising of categories at four
levels: Division; Subdivision; Group; and Class.

Average nights

The sum of all nights divided by the sum of all visitors
for a particular category. This is commonly referred to as
‘average length of stay’.

Business travel

Includes business, work travel for transport crews,
attendance at conferences, conventions, exhibitions and
trade fairs, training and research related to employment.

Capital productivity (KP) KP shows the time profile of how productively capital is
used to generate output. Capital productivity reflects the
joint influence of labour, intermediate inputs, technical
change, economies of scale, capacity utilisation and
measurement errors.
Day visitors

State of the Industry

Day visitors (or same day visitors) are those who travel
for a round trip distance of at least 50 kilometres, are
away from home for at least four hours and who do not
spend a night away from home as part of their travel.
Same day travel as part of overnight travel is excluded,
as is routine travel such as commuting between work/
school and home.
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Domestic tourist

A domestic tourist is defined by:
• the length of time away from the usual place of
residence for travel (less than one year);
• the distance travelled from home (40 kilometre round
trip from home for overnight travel, and 50 kilometre
trip from home for same day travel); and
• Travel is not part of normal travel for employment (or
non-commuter travel).
This broader definition has evolved. Australia’s
Productivity Commission previously had considered a
narrower definition of leisure (holiday and travel to visit
friends and relatives) as more appropriate. However,
this definition does not recognise the common use of
infrastructure (hotels etc), which business and education
tourists also use.

Indirect effects

Flow-on effects created by direct tourism consumption.
They are the effects on businesses that supply to the
direct providers of tourism goods and services. Examples
include businesses that provide inputs required in the
preparation of meals a restaurant sells to tourists, e.g.
food manufacturers, electricity companies and delivery
services.

International visitors

International visitors are those who come from overseas
to visit Australia for a period of less than 12 months.

Intrastate tourism

A person is an intrastate visitor when they visit a
location in the state or territory in which they reside.

Interstate tourism

A person is an interstate visitor when they visit a state
or territory other than that in which they reside.

Duration of visit

The total amount of time that a visitor spends in a state,
territory or region while on an overnight trip.

Expenditure

Money spent by, and on behalf of, travellers during
a trip. Expenditure items include airfares and other
transport costs, such as bus and train fares and amounts
spent on trip-related items before and after the trip.

Expenditure on capital
goods

The purchase of motor vehicles is not included in the
estimates, as it is not regarded as tourism expenditure.

Expenditure – other

This includes miscellaneous trip expenditure such as
phone calls, postage, film processing, medical expenses,
repairs and dry cleaning.
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Holiday travel

Holiday travel includes holidays, travel for leisure,
entertainment, sport as a participant or spectator,
shopping, relaxation and just ‘getting away’.

Inbound tourism

Tourism within Australia by international visitors.

Indigenous tourism

Tourism activity that involves the life and culture of the
Aboriginal people, including an opportunity to experience
Aboriginal art, craft, cultural display and visit Aboriginal
sites/communities.

Interstate visitor night

Any night spent in a state or territory other than that in
which the visitor resides.

International Visitor
Survey (IVS)

Profiles the characteristics, travel behaviour and
expenditure of international visitors to Australia.
Summary information from the IVS is published
quarterly. Unpublished data are available on request
from Tourism Research Australia via the Statistical
Enquiry Service. The IVS has been conducted every year
since 1981, except for 1982 and 1987.

Labour Productivity (LP) LP shows the time profile of how productively labour is
used to generate output. Labour productivity changes
reflect the joint influence of changes in capital as well as
technical, organisational, and efficiency change within
and between firms.
Leisure visitors

Visitors whose main purpose of visit is for a holiday, or
to visit friends and relatives (VFR).

Median nights

Represents the midpoint length of stay for which 50% of
visitors stay less time and 50% stay longer.

Mega Trend

A mega trend is a ‘consistent pattern in statistical
outcomes and the adaptation of new behaviour by large
numbers of people’. Included in these trends are: ‘global
economy and globalisation; political; social trends and
demographics; natural resources and the environment;
and science and technology’.

Multifactor Productivity
(MFP)

MFP measures the amount of output obtained from
combined units of capital and labour. It reflects the
combined effects of disembodied technical change,
economies of scale, efficiency change, variation in
capacity utilisation and measurement errors.
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National Long-Term
Tourism Strategy
(NLTTS)

The National Long‑Term Tourism Strategy (launched in
December 2009) is the Government’s primary policy
initiative in this area. The Strategy provides a policy
framework to enable the tourism industry to grow and
be flexible and resilient, capable of withstanding the
challenges and capitalising on the opportunities that will
arise over the longer term. It focuses on development
of the tourism industry’s productive capacity, and seeks
to address the long-term structural and regulatory
reform requirements of the industry in areas such as
infrastructure, investment, skills and labour, product
development and quality.

National Tourism
Accreditation
Framework (NTAF)

The NTAF aims to ensure a quality customer experience
by providing an accreditation and promotional
framework that recognises sustainable and capable
businesses.
To achieve this, the NTAF will offer eligible quality and
accreditation program providers the opportunity to apply
for a licence to co-brand with the NTAF and benefit from
being associated with what will become a nationally and
internationally recognised TQUAL mark.

Overnight trips

Overnight trips are defined as trips involving a stay away
from home for at least one night, at a place at least
40 kilometres from home. Only those trips where the
respondent is away from home for less than 12 months
are in scope. The trip is the basic collection unit used to
obtain information about overnight travel undertaken by
Australians.

Overnight visitors

Overnight visitors are those Australians who and stay
one or more nights in a location while travelling. A visitor
may visit several different locations and consequently a
trip may include multiple visits. Within each geographic
region, net visitor numbers are reported. That is, a
visitor is reported as only one visitor to a geographic
region, irrespective of the number of places visited
within the area.

Package tour

Visitors who arrived in Australia on an inclusive, pre-paid
package tour.

Purpose of visit

The purpose of visit is the main purpose, or the major
reason for visiting a particular location.
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Tourism Research
Advisory Board (TRAB)

The TRAB was established to oversee delivery of the
National Tourism Research Agenda and the National
Tourism and Aviation Advisory Committee, which will
be expanded to include a broader range of tourism
stakeholders and will play a more prominent role in
advancing national tourism priorities.

Total Domestic
Economic Value (TDEV)

TDEV is calculated from quarterly expenditure data
collected in the NVS and benchmarked to annual
‘Domestic tourism consumption’ data in the ABS Tourism
Satellite Account (ABS cat. no. 5249.0). TDEV exceeds
total domestic visitor expenditure (excluding major
items) as this expenditure measure does not capture the
full economic value of goods and services consumed by
domestic visitors. For example, TDEV includes the value
of subsidised services consumed by domestic visitors,
such as entrance fees to museums and art galleries.
TDEV does not include expenditure on major items
bought during a trip, such as motor vehicles and white
goods.

Total spend in Australia

Excludes expenditure on goods pre-paid through
inclusive package tours and services in Australia and
pre-paid international airfares.

Total trip expenditure

Including expenditure in Australia, pre-paid expenditure
on goods and services in Australia and pre-paid inclusive
package travel and pre-paid international airfares.

State of the Industry

67

Tourism Ministers (TM)

A committee formed by the Australian government to
oversee the actions required to implement the National
Long-Term Tourism Strategy through a detailed Work
Plan. The TM has established nine Working Groups to
engage with the key issues identified in the Strategy;
• Labour and Skills Working Group (chaired by the
Northern Territory)
• Investment and Regulatory Reform Working Group
(chaired by Victoria)
• Destination Management Planning Working Group
(chaired by Tasmania)
• Tourism Access Working Group (chaired by the
Commonwealth)
• Industry Resilience Working Group (chaired by
Queensland)
• Tourism Quality Council of Australia (chaired by Mr
Simon Currant, Independent Chair)
• Indigenous Tourism Working Group (chaired by the
Northern Territory)
• Digital Distribution Working Group (chaired by New
South Wales)
• Research and Development Advisory Board (chaired
by the Commonwealth).

Tourist

A tourist is a short-term visitor travelling away from
home for less than one year, not just for a leisure-based
reason (that is for a holiday or travel to visit friends and
relatives), but also for business, employment, education
or even for medical reasons.  This definition is based
on international standards agreed by members of the
United Nations World Tourism Organization (UNWTO), of
which Australia is a member.

TQUAL Grants

TQUAL Grants is a highly competitive tourism funding
program that was formerly known as the Australian
Tourism Development Program. TQUAL Grants was
launched by Minister Ferguson on 15 April 2009.
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Tourism Research
Australia (TRA)

Tourism Research Australia is a branch of Department of
Resources, Energy and Tourism.
Tourism Research Australia provides targeted, reliable,
user-friendly information about international and
domestic travellers to help develop and promote
Australia’s products and experiences.
TRA is responsible for providing the industry with
valuable understanding of the travelling population;
achieved by producing and distributing research and
insights that support informed decision making.
TRA’s regular contributions include:
• Research and intelligence from the National Visitor

Survey (NVS) and International Visitor Survey (IVS).

• Key information about travellers, who they are and

what they do.

• Biannual forecasts of tourism activity for the next ten

years

• Regional expenditure, tourism business and

employment data

• Economic impact and contribution of tourism
• Destination Visitor Surveys providing customised

research at a regional level

• Statistical Enquiry Service

Tourism Satellite
Account (TSA)

An extension from the core national accounts to focus
on the tourism sector. It identifies tourism activities
within the national accounting framework and compiles
a comprehensive set of economic data on tourism. The
first Australian TSA was released by the ABS in October
2000 (ABS catalogue no. 5249.0).

Visiting friends and
relatives (VFR)

Visitors who nominate ‘visiting friends or relatives’ (VFR)
as their main reason for travelling. VVFR includes travel
to a friend’s or relative’s wedding or travel to attend a
funeral.
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Visitors

The weighted number of international visitor arrivals
to Australia. To fall within the scope of the IVS, the
respondent must be an international visitor aged 15
years and over and be departing one of the eight major
Australian airports (Sydney, Melbourne, Brisbane,
Cairns, Gold Coast, Darwin, Perth or Adelaide) following
a visit that was not more than one year in duration.

Visitor nights

Visitor nights refer to the number of nights spent away
from home in association with individual visits.
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