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A diagnosis for Hong Kong tourism
{482 Ronnie Ho
(% BEIENBELERANR (BEAR) BXANEBREENTSHRE - ZNLETEARRY  UEEE )
(Editor’s note: The following is a revised version of an article written in early May by TIC Chairman Mr Ronnie Ho for the Hong Kong Economic Journal, in which the
future prospects and potential setbacks for Hong Kong tourism were explored.)
/\ FE=@AR  EBREZALMBAT=BANR ' H O ptimism has prevailed in Hong Kong's tourist industry recently:
] EERMSINES Y s  REEE T2 — \J a total of 4.93 million visitor a.rrivals were recorded in the
first quarter of this year, representing a rise of 14.6% over the
FEBNORE - ROTAKERY L5 - 2FKEAHA same period of last year. And if this trend of growth continues,
PEERHE-TE . the total arrivals for 2004 may surpass 20 million for the first
time.
i R S R IFIR Too early for optimism
SEER - LRGSR N LN LS Hong Kong tourism, on the facel (?f it, does look as if zt
B has fully recovered from the SARS crisis of last year, doesn’t
BETT o AITER ? UEFIREABBKERAN =18 A it? Let’s take a look at the three months that recorded the
R MBAESNANREASEE—BA+TEE L —-F steepest plunge in visitor numbers last year: April, May and June.
Z_FRHZRASZE T BSFRE=EANKEA 5— —EE-R-EENEZE—E+ATNENTEE
YEANEATZET - TR - BUFESTABLKE - e
AT RNk ML E Table 1:Visitor arrivals of the top ten markets for the first
quarter of 2003 and 2004
XL ZEE =R ETMEFEE -+ AMIHBHR BRTS 2003 2004 BRE
AIREHT o LETEMST - ABSE—F  FEAR Source markets (000)  ('000)  Rate of growth
AMTIERAEE RERNZ=T+t B TREHER P EAY mainland China ~ 2,130.8  2,919.1 +37.0%
EMNBEAMS  KREOEED =T _HN2E - Al 5 & Taiwan 5547 4818 13.1%
AR RESHREXZEERUTSZEHE - R & A7 Japan 3254 2200 -32.4%
RERAMEEREE  BRE—BTROEEERREEN ZBl USA 212.6 219.3 +3.2%
EARBE - 88 South Korea 120.8 1121 -1.2%
K8 UK 987 1037 +5.1%
ERENERERS BN Austrlia 835 86 +3.6%
#7009 Singapore 718 749 +4.3%
HR—NNEFRIREFETEREENERER - /2 Philippines 68.3 64.1 -6.0%
M_EE=FXHERPTEARERZ - At - AETE MEX Canada 632 58.8 6.9%
HREEFIREERENSTT - BESIREMERNEE - HHRR : EARERER
/\ttf j‘lj’l_,/\iﬂl_q = _im‘f‘j(miﬁmk%ﬁ%((ﬁ ) Source: Hong Kong Tourism Board
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Table 2: Annual visitor arrivals of the top ten markets for
1996 and 2002

BRTE 1996 2002 BR=
Source markets ('000)  ('000)  Rate of growth

A7 Japan 27585 13950 -49.4%
BB A mainland China  2,389.3  6,825.2 +185.7%
£ & Taiwan 20240 24288 +20.0%
ZB USA 8327  1,000.8 +20.2%
M South Korea 4730 4574 -3.4%
HE UK 447 3800 -14.6%
3E2Z Philippines 3982 3296 A7.1%
#TI% Singapore 354 4262 +7.9%
BN Australia 3453 3433 -0.6%
% Thalland 3366 2593 -231%
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Source: Hong Kong Tourism Board
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The total number for these three months was 1.65 million, a
dive of 57% over the same period of 2002, whereas the first
quarter of this year already saw 4.93 million visitors. The real
state of affairs of Hong Kong tourism, however, may not war-
rant the degree of optimism shown by many if we try to analyse
the situation in depth.

Table 1 compares the visitor numbers of the top ten mar-
kets for the first quarter of 2003 and 2004. Half of these markets
were on the rise and half on the decline. Whereas mainland
China registered the biggest upsurge of 37.0%, Japan was down
by an equally significant margin of 32.4%. From these figures,
it is obvious that there is hardly any room for us to grow
complacent about recovery. Quite the contrary, if we are to
dig deeper into the relevant statistics, we will discern a
serious problem not yet known to plenty of industry members.

Unbalanced composition of visitors

Since 1997 was the first time the tourism industry had
ever suffered a grave downturn for decades and 2003 saw an
utterly unexpected impact of SARS, we will exclude these two
years from our analysis of Hong Kong tourism during the past
few years and make a brief comparison of the performance of
the top ten markets in 1996 and 2002 instead (Table 2).

Looking at these figures, we are particularly concerned
about three aspects. First, in 1996, Japan was Hong Kong’s
number one source market, with a market share of 21.3%. In
2002, its market share shrank to 8.4%. As a matter of fact, the
number of Japanese visitors has been declining for seven
consecutive years since its zenith in 1996, and there is no
sign of a reverse trend even for now.

Second, mainland China was the second biggest market
for Hong Kong in 1996, registering a market share of 18.4%,
which leapt to 41.2% in 2002. With mainland visitors allowed to
travel to Hong Kong individually in mid-2003, its market share
further jumped to 54.5% in 2003, which is expected to con-
tinue to grow as more and more mainland cities are to be in-
cluded in the individual travel scheme. This evidently shows that
a better balanced composition of visitors from a wide range
of diversified source markets is badly needed.

Third, of the top ten markets, only four were up between
1996 and 2002 and the remaining six were all down, indicating
that a considerable number of our traditional markets have
run into trouble. Don't forget that we have already excluded
the figures of 2003, which were seriously distorted by SARS. If
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those figures are also considered, there is only one market that
soared in 2003: mainland China.

In the long run, it would hardly be healthy for Hong Kong
tourism to continue to have such an unbalanced composition
of visitors. For many years, Hong Kong, a truly international
city in Asia where few cities are on a par with it, has been a
magnet for visitors from Japan, South Korea, the USA, Europe,
Southeast Asia, Taiwan, Australia, mainland China and many
other countries. But now it seems to be attractive only to mainland
China. What has gone wrong with Hong Kong? Why do so many
of our major markets fail to bounce back to their 1996 peaks?

There is no denying that the post-1997 Government has
taken a proactive approach to enhancing the competitive edge
of Hong Kong tourism by developing many a tourism project
such as the Avenue of Stars, Hong Kong’s answer to Hollywood’s
Walk of Fame; A Symphony of Lights, a world class multi-me-
dia light and sound show along the waterfront of the Victoria
Harbour; Hong Kong Wetland Park; and the much-awaited Disney
theme park. However, just because Hong Kong has increased
its attractiveness and yet such attractiveness seems un-
able to be translated into visitor numbers, the authorities
and every concerned party should try to tackle the problem
head-on by identifying the cause of the downswing in each
major market and developing promotional campaigns to target
visitors from these markets, with traders actively engaged.

Tourism gateway to China

Much as we may be reluctant to admit that Hong Kong
pales before mainland China in the eyes of international travellers,
the reality is that may be true. As China’s tourism industry has
shown remarkable improvements during the past decade or so
in transport, hygiene, accommodation and service standard, Western
travellers drawn to Chinese culture may now go direct to its birthplace
without having to worry about sub-standard tourism facilities. And
those high-end travellers who are after a confluence of new and
old, East and West may begin to set their eyes on the mainland.
A case in point is Shanghai, which has reinvented itself in just a
few years, has already become a must-go for many travellers.

If Hong Kong tourism is to blossom again, the attractions
and sights that we used to be proud of may not be enough. We
have to break away from the shackles of our conventional thought
of self-reliance and strive instead to partner the Pearl River
Delta region to develop strings after strings of tourist attrac-
tions scattering around Hong Kong and the delta region. Apart
from that, we should also devote ourselves to becoming the tour-
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Table 3: Service of passenger flights to mainland China

2003/04 £ F

¥ T Cities Winter of 2003/04

BE{ No. of seats

PEIR No. of flights

ism gateway to mainland China by providing international travel-
lers with professional travel services tailored to their personal needs,
ensuring everything is well-prepared on their trip to the mainland
and delivering instant support should any accident happen.

Put simply, we have to position ourselves as the first
stop for China-bound travellers and try to make them stay in
Hong Kong with our mesmerising qualities for a few days be-
fore they start off the second leg of their journey on the mainland.
Before pushing for this goal, however, we have to operate more
flights to mainland cities in an effort to strengthen Hong Kong’s
position as an aviation hub of the region and to pre-empt pos-
sible overtaking of our position by regional rivals such as Bangkok,
Seoul and Singapore.

More flights between HK and China

In fact, air traffic to and from China appears to be gradu-
ally shifting to other regional aviation centres such as Singapore,
Bangkok, Kuala Lumpur, Seoul and Tokyo, or even beyond the
region. The strength of Hong Kong as an air hub is already
under threat as the home carriers of these cities have already
operated flights to major cities of the mainland and news of
more services launched by these carriers for more Chinese cit-
ies is repeatedly heard.

During the past two years, many airports in the region
have expanded their capacity and services to the mainland
have grown at a pace faster than Hong Kong International
Airport (see Table 3). Whereas Tokyo, Osaka, Singapore, Seoul
and Bangkok have increased their respective seat capacity to
mainland cities by 122.4%, 55.1%, 40.2%, 36.7% and 31.1% over

2003/04 £ %82 2001/02 £ FM L&
Comparisons of winter of 2003/04 and that of 2001/02

1 | 2 Rate of growth

BE{¥ No. of seats BEIR No. of flights

R Tokyo 54,998 195 +122.4% +156.6%
ARBR Osaka 28,451 116 +55.1% +73.1%
£ 4 Seoul 51,897 246 +36.7% +46.4%
¥ I3 Singapore 25,974 111 +40.2% +40.5%
£ 4 Bangkok 22,182 95 +31.1% +28.4%
&7 Hong Kong 110,612 593 +16.8% +22.0%
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the past two years, Hong Kong lagged behind with a less promis-
ing 16.8% rise.

Furthermore, Hong Kong has long been handicapped by
its lack of connectivity between China flights and flights to the
rest of the world operated by the same airline, which would
hamper Hong Kong’s position as a principal point through which
international and mainland travellers pass en route to and from
China. It is therefore vital that Hong Kong continues to strive
for more traffic to and from China in order to maintain its
primal status as a key air hub in the region.

Watch out for setbacks

QOver-reliance on the China market is a hidden problem
for Hong Kong tourism, which has been mentioned above, while
an ever increasing number of high-spending mainland visi-
tors becoming the new darlings of tourism markets around
the globe is another.

When mainland travellers set foot on Hong Kong for the
first time, they may wish to see for themselves this Pearl of
the Orient, enjoy the ambience of a fusion of East and West,
and experience the life style of a modern capitalist city. As these
travellers become wealthier and more sophisticated, will they
re-visit Hong Kong? Or will they then turn to other metropo-
lises that boast a more modern outlook than Hong Kong? This
problem may seem to be distant at the moment, but we defi-
nitely need to prepare ourselves lest we should be caught off
guard one day in the future.

Finally, we should pay special attention to service quality,
for the crux of tourism is to make visitors happy. Even if visi-
tors are happy with their meals, hotels, sightseeing tours, etc,
one single member of the trade who has delivered sub-stan-
dard service would be enough to nullify the combined efforts
of numerous people. Since 2002, the TIC has been entrusted
by the Government to monitor all inbound travel agents oper-
ating in Hong Kong. Despite the lack of additional sources of
income, the TIC has managed to introduce a number of measures,
such as the 14-day, 100% refund guarantee scheme, to protect
visitors, with prominent results. None the less, with fast ex-
panding visitor numbers and the TIC mainly deriving its in-
come from the levy on outbound tour fares, is it fair to subsidise
the monitoring of inbound agents with the outbound tour
levy? Its revenues being steady yet workload always on the
rise, the TIC could hardly keep on like this forever. Isn't it time
that the authorities took the initiative in addressing this anomaly
to ensure that protection for visitors will improve steadily? it



