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Are We Mired in Profitless Volume? 

I
s TH E PAC IFIC ASIA t rave l a nd touri sm 
industry, a nd ind eed th e g lo ba l trave l and 
touri sm industry, mired in an e ra of pro fitl ess 
volume? In o ther words, has the swinging pen­
dulum of unbalanced suppl y-a nd -demand and 

excess co mpetitio n led to a situatio n in which com­
panies an d countries are just goi ng for volume with­
o ut making any profit of Ollt of it? 

This issue has surfaced sporadically in many a travel 
trade show over the la st few month s and begs 
detailed analysis because it strikes at one of the fo un­
dation pillars of travel and tourism - that the indus­
cry is o ne of the biggest in the wo rld , a major 
contributor to gross domestic 

T his lesson of unbridled and imbalanced competi­
tion was appa rentl y not lea rned . When Korea (ROK) 
followed J apa n in o pening up the fl oodgates of its 
outbound tourism, a huge number of travel agencies 
emerged, all pursuin g th eir piece o f th e acti o n. As 
th e sca les of co mpetition tipped , pri ces plunged, 
taking w ith them qu ality of tours and industry prof­
itabili ty at large. 

S
imilar situations ex ist in Chin ese Taipei and 
C hin a (PRC). Indeed, througho ut the Pacifi c 
Asia travel and to uri sm indu stry, the problem 

ha s been aggrava ted by the eco nom ic crisis which 
appears ro be fad in g, but 

product and a major creator 
of jo bs. 

"The decline in both Japanese 
outbound and inbound travel has 

whi ch is leav in g behind a 
lo ng wake that will take sev­
cral yea rs to fad e. 

Whil e tha t may a ll be true to 
so me ex tent, is it o ne o f the 
most profitable' Ind eed , 
sho uld profitabi lity be a cri ­
terio n a t a li' If so, how 
sho uld it be measured? And 
wh at criteria sho uld be set in 

place in orde r to enh a nce 
profi tabil ity? 

meant that the airlines are com- The latest scenari o is emerg­
ing in th e airline industry. At 
the recent PATA Annu al 
Conference In Nagoya, 
Japall, both the main lin e 
Jap anese earn ers, All 
N ippo n Air ways and Japa n 
Airlines, desc ribed in great 

peting for a smaller cake, even as 
deregulation and liberalisation 
of the Japanese aIJiation industry 
has created more players compet­
ing for a share of that cake." 

T he phrase "profirless volume" surfaced in the 
travel and touri sm indu stry about 10 years 
ago when th e in te nse co mpetition among 

Japa nese tou r operato rs seek ing to obtain a piece of 
the actio n of the Japanese outbound 10-million pro­
g ramm e led to massive di scounting to th e ex tent 
where the relentl ess pursuit o f market share eroded 
bottom lin es into what is euph emi sticall y ca ll ed 
"negative growth. " 

detail the pro bl ems th ey are 
facing with restructuring their companies and restor­
ing them to profitabi lity. Ind eed, they are hav in g to 
mu scl e in o n each other's territory to w in market 
share. 

The decline in both Japanesc outbou nd and inbound 
travel has meant that the ai rlines are competing for a 
smaller ca ke, even as deregul ati on and liberalisation 
of the Japanese aviati on industry has created more 
players co mpeting for a share of th at cake. At o nce, 
th ey have to cut costs, grow the market, invest in 
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product and se rvice improvements - and eventua l­
ly restore profitability. No one ca n venture a foreca st 
as to when that wi ll be achieved. 

At the March 1999 ITB in Berlin, Ind o nes ian 
tourism officia ls pointed out that the devaluati o n o f 
the Indo nesia rupiah has hurt the cou ntry's fore ign 
exchange earnings from tourism. While the country 
is clearly making huge amounts of money in ru piah, 
its ea rnings in "rea l terms" i.e., in much-needed fo r­
eign exchange, have declined from US$6.2 billion in 
1996 to US$4.4 billion in 1998. 

S
imilar situations exist in Thail and . Perhaps the 
onlr exception is Korea (ROK) , which has man­
aged to grow its ea rnings in foreign exchange, 

but even he re that is large ly as a consequence of 
decreas in g expenditures relative to rece ipts (see 
chart). 

T he sa me situa tion exis ts in the hote l industr y. 
Acco rding to hotel and leisure industry consultants 
Arthur Andersen, both the ave rage room rates and 
average roo ms yield (measured in US$) of hotels in 

16 Pacific Asia capital s a nd business cities declined 
across th e board in ]998. Thi s mea ns visitors are 
paying less in foreign currency a nd are obtaining 
hi gher services and standards. 

T he biggest problem that the industry is fa cing 
across the board , especia lly in the eco nomi­
ca ll y cri s is- hit co untri es, is that the debts 

in cu rred by both the travel and to uri sm industry 
co mpanies, as well as the countries themselves, are in 
forei gn exchange. H ence, the worse both the co mpa­
nies and cou ntries are affected by the decl ine in for­
e ig n exchange ea rnin gs, the lo nge r it w ill rake to 
repay those debts, a nd the lo nger ir will pe rpetuare 
the profitless voiume factor. 

Clea rl y, the situatio n has benefited rour operators in 
many source markets, especiall y Europe. The advent 
of the single European market ha s led to ma jor 
mergers and consolidations amo ng Europea n whole­
salers who are also locked in a bitter fi ght for market 
share. To ensure profitability, they have to seek " the 
best possible rarcs" fro lll their supp liers. Wh ile some 
who lesa lers ca n in facr a ll ow suppli e rs to in creasc 

rares in their deva lued cur­

Moving Annual Total of Travel Receipts (MAT-R) 
Against Travel Expenditures (MAT-E) in US$billions 

ren c ies, it s ti ll does not 
transla te into a n inc rease 
in foreign exchange ea rn-

8.00 

7.00 

6.00 
-----------5.00 

---------------------
4.00 

3.00 

I MAT-E I 
--- MAT-R 

2.00 

1.00 

0.00 

= ~ ~ ~ ~ ~ ~ ~ ~ = = = = = = = = = = = = = = = = = = ~ ~ ~ ~ ~ ~ ~ ~ ~ 

..; ..; ~ ...; ..; ..; ~ 15. ..; 
m m c ~ ~ m c ~ 

'" :;; -'< ~ '" :;; -'< ~ 

'" V) V) 

(Source: KNTO) 

PACIFIC ASIA TRAVEL ASSOCIATION 

in gs a t th e nationa l lcvel. 

Whil e ma rket forces rage, 
and th e shakeo uts contin­
ue in th e face of imbal­
anced co mpetiti o n , the 
pro fitl ess volume pandem­
ic co uld we ll sp read. 
Ind eed , to mainrain th eir 
market shares in t he face 
o f the in creased "va lu e­
fo r-money" fa ctor of 
Pacifi c Asia destin a ti o ns, 
other destinati o ns 111 

Africa and Latin Ameri ca, 
\vhere fo re ign exchange is 
a lso a t a premium, a re 
a lso hav in g to drop prices. 

At the sa me time, th e cost 
of a ttracting and servicing 
each touri st is ri s in g for 
the natio na l eco no mi CS. 
Thi s cost includes provid-
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ing transport infrastructure (including aircrafr pur­
chases, a irport ter mina ls, cru ise ports), upgrading 
techno logy, training and re-ed ucation , marketing, 
settin g enviro nm en ta l controls and sta nd ards, and 
indeed payi ng out huge amo unts of money in licens­
ing, franc hi se, managemen t a nd copyright fe es . 

All of wh ich begs the question: What is the real bor­
tom-line benefit of the travel and tou rism in dustry 
for the national econo mi es, in va lu able fore ign 

exchange? 

O ne small step towards the long-term process 
of answeri ng thi s qu estion wi ll be taken in 
June 1999 at the World Conference on the 

Measu rement of the Econo mi c Impact of Tourism. 
Organ.ised by the World Touri sm Organization 
(WTO), this conference a ims to prove the t rue eco­
nomic importance of tourisrn in hard facts and fi g­
ures, by setting g loba l sta ndards for Touri sm 
Satellite Accounts (TSA ). 

Having done that, and trained their nat ional statisti­
cia ns to look closely at the figures, it will be onl y a 
matter of time before industry practiti oners begin 
taki ng a closer look at the figures and quest io nin g 
the net benefit to their countries. Like any corporate 
ba lance sheet, it is the bottom-line that wi ll cou nt. 

(Editor 's note: A fu ll report on T SAs and rhei r potenrial for 
Pac ific Asia travel a nd tourism, as we ll as PATA's posirion 
on rhe subjecr, w ill appear in rhe Jul y 1999 Issues & 
Trends.) 

Counter-Trends: 
10 Technological Flaws, 
Fallacies and Failures 
Th is inaugura l piece on counter-trends is intended to 
trigger some quest ioning of ma ny "conve ntional 
wisdoms" that have gai ned global acceptability as 
gospel truth but whi ch are in fa ct , worthy of closer 
scrutin y and some pinch-of-sa lt fl avouri ng. 

Over the last few yea rs, the travel and tourism indus­
try has been told in cessantly a bout certai n trends 
with wh ich it " must" fall in line to ensure fut ure sur­
vival and pro fitabilit y. However, th ere is inc reas in g 
evidence that not eve rythin g is turning out th e way 
pund its forecast, nor indeed wi ll rurn out as such. 

Perhaps the most hyped is the impact of technology, 
whi ch is seen as the ultimate panacea. Below, we 

10 Counter­
Trends 

1. Paperless SOCiety 

2. I nformation Overload 

3. Where's the Free Time? 

4. Viruses and Y2K 

5. Overdependence on Outside Factors 

6. Growing Ri c h·Poor In co m e Gap 

7. Un e ndin g Costs in Re-Tooling, 
Re ·Training, Re-Equipping 

8. End of Privacy 

9. Impact of TV and Internet on Ch ildren 

10. Impact of Biotechno logy, Clon in g a nd 
Genetic Engineering 

look at 10 factors t hat test ify to its f1aw s, fa ll acies 
and fa ilures. While technology will solve some prob­
lems, it w ill a lso create so me new ones. While it can 
do much good, it can also do some harm. The recent 
failure of three consecu tive space launches provides 
testimony to that. 

Rather tha n just go with the flow, th e travel and 
tourism industry, as one of the biggest purchasers of 
information technology, needs to pause, th in k, 
weigh the facts as well as t he pros and cons, and ask 
the right questions: Can it swim aga inst the tide? Or 
is it likely to be one of the rats fo ll owi ng the Pied 
Piper of Hameli n? Indeed, what can the industry do 
to veer away from " hi gh-tech" and focus o n "h igh ­
rouch"? Or, alternately, adopt a balanced approach 
that uses hi gh-tech to enhance high-touch? 

Consider the following: 
1. Paperless Society: Foremost a mong th e many 
promises made about the benefits of technology was 
that a pape rl ess society would dawn almost 
overnight after technology took ho ld. Has it' Quite 
the opposite appears to have happened. 
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2. Information Overload: Perhaps why a "paperless 
society" has not evolved. With the amoun t of in fo r­
ma ti o n in t he past 30 yea rs be in g equ al to a ll t he 
informatio n in the past 300, and do ublin g every few 
yea rs, the questio n tha t a ri ses is: What a re we going 
to do with infor mation that "dies" every few weeks? 

3. Where's the Free T ime?: Yet another myth - a 
p romise of plenty o f ftee time for a ll , once technol­
ogy becomes com mo nplace. No sign of it ye t. T he 
o nl y o nes with pl enty o f free tim e a re t hose made 
redund ant by techn o logy. Those wo rkin g it a re 
wo rk ing harder than ever. 

4 . Viruses and Y2K: Vi ruses wreak havoc o n co m­
PUi:tl systell1S C:l.fOltllJ lilt: wurld. d1.e lalt:::. t being (he 
Cherno byl, whi ch w recked ma ny a comp uter. T he 
hysteria ove r the Y2K is just beginning; th e actual 
impact will be felt o nl y 0 11 or a ro und th e tu rn of the 
millennium. Fix ing the subsequent damage will take 
time, and mo ney. 

5. Overdependence o n Outside Fac tors: With the 
so le exce pt io n o f a few countri es li ke Singapo re, 
In d ia and Ma lays ia, whi ch a re t r yin g to culti va te 
strong domesti c info rma tio n techno logy ind ust ries, 
most of the other Pacific As ia countri es are a lm ost 
to ta ll y dependent on impo rts of bo th IT hardware 
and software. T hat, plus the huge amounts tha t have 
to be expended on mai ntenance, support and trai n­
ing, amo un ts to a co nsta nt drai n of financ ia l 
resources. 

6 . Growing Rich-Poor Income Gap: T hanks to tech­
nology, currency specul ators and hedge fund opera­
tors ca n bankru pt co un t ri es by mov ing money fro m 
one cou ntry to another by p ressing a few computer 
keys. The rich can become poor overnigh t, and in 
t he case of t he As ian econo mic cr isis, many did. 
Those who have the knowledge to manipul a te such 
infor mat io n to t heir adva ntage inva ria bl y get rich. 
The poor inva ri abl y remain fa r behind . 

7. Unending Cos ts in Re-Tooling, Re-Training, 
Re-Equipping: With techno logy beco ming obsolete 
eve ry few years, someti mes even months, the Bow of 
" new, improved" p roducts is unendi ng. Aside fro m 
confusing company ma nagers, they become a hu ge 
d rain on costs as companies have to run faste r just to 
mark time. O nce in it, th ere is no going back. 

8. End o f Privacy: In May, The Ecollomist ran a fea ­
ture sto ry and ed itor ia l on t hi s subject, foc using o n 
how information about wha t we buy, eat, watch and 

surf is ava ilable within co mpa ni es and governments. 
It cl a im ed nothin g ca n be do ne abo ut it a nd that 
beca use the upside outweighs the downside, the pub­
lic jus t has to lea rn to li ve with it. Reall y? 

9. Impact o f TV and Intern et on C hildren: Soo n 
afte r The Economist a r t icle, bo th T ime a nd 
Newsweek ran cover stories on the influence of unre­
stricted In ternet access by ch il dren, a nd the ma ny 
un seen p reda tors who can p rey on un suspec tin g 
you ngste rs. So me fl imsy rul es a nd softwa re pro­
gra mm es fo r blockin g o ut har mful We b sites have 
been created. But anything blocked fro m One com­
puter ca n be accessed fro m anothe r. T here is always 
a way to beat the system , and kids know it. 

10. Impact o f Biotechno logy, Cloning and Genetic 
Engineering: T he wonders of natu re were p rovid ed 
fo r the use o f mankind, not fo r misuse o r abuse. As 
peop le destroy nature, a te they try ing to co me up 
wi th rep lacement p rod ucts th at can be crea ted o r 
man ipulated' Wheneve r peop le t a ke o n M other 
Nature, the human race loses. 

Note: T his publ ica tion is intended to provide accurate in for· 
m:lrion :lnd includes mater ial from sources considered to be 
rdi:.bk:. It is provided with tho! li "ld ':''-5l,il,Jill ~ i kti. lilt: Pa1..iri1.. 
Asia Travel Association, a nor-for-profit organisarion , is not 
rendering an y profession:l l se rvices and d iscla ims an y war ran· 
ty concerning information provided. Statements and opinions 
expressed in any publicarions do not necessaril y represe nr 
those of the publisher or PATA. 

The ed ito r and PATA's Snategic Info rmation Centre 
welcome your comments and feedback. Please conract 
Mr. Imtiaz Muqbil via e·mail at imtiaz@loxinfo.co.rh 
o r Mr. John Ko ldowski at joh nk@pata.th.com. 

Issues & Trends, Pacific Asia Travel is a monthly 
publication publi shed for the members of the 
Pacific Asia Travel Association . 

Mr. Imtlaz Muqbll. Editor & Researcher 
Mr. John Koldowskl. Director·Strategic Information 
Centre 
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