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Possible impacts of cross-strait direct flights

'%«A\+ ik - BRmET R ERAD
Hoazrigs - S22
BRRBIRER)FEER BIRmE—
BEBNREABESLGZZE - SFA A W
EEXEEWE otANRERETHERE
e MHESERE BB+ AR
EfidE; N2 MEERERBRARET -
MEEARERERORE  TRDASR
BEBLTIE - EARBLEREEERES

MERE - ENEMIDEABARER  bAAE
DRIE BB AIKE REETE - BENRE
WHRRER

BREKERNSG  —ETLFHER
MARERXE A TEAR  EPHLE

—BRTELA  BRABTHBRIKE @ K58
ApteEa £l M - KBHERTERL -
ERREEBATEEEBAE A -t - &
RENBERAT  MEEMEEETEXREER
RE(REEEAL ML) AEERGRESE
—EETFETRERE - B2 F iR A
Elyas =
S—HHE  EFRENBREEEItTE
AR BAFEEBAKATE—TAHL &S
JJ‘A)\F‘T\Z@&EE%? REgZRaNEBHEHIK
+ BIA] AR A B T SR B B = (BT IR W
EL‘M&;E%&J\%T\&@&E&EE@E% o

/

HERETEHR

RTARAR  BNEMNTE  BEEFIRE
BEERENREE  BREWERHELRS
FHIRB R Z 258 o thHh  RIEBHTREE
ENAEERERIKEHNAR - NFLERMFIN
BERE - WEEMfIZ e RE -

2 ZEZT T N\FE=H

2|$85% Anthony Lau

he possibility of direct links between mainland China and Taiwan has

been looming since the beginning of this decade. As early as 2003, the
Hong Kong Tourism Board (HKTB) foresaw that in the event that direct links
between the mainland and Taiwan were established, the traffic through
Hong Kong could be affected. In June this year, direct flights between
the mainland and Taiwan finally became a reality, as both sides
signed formal agreements to launch regular weekend charter
flights from 4 July, allowing an initial 36 return flights per week-
end from Friday to Monday.

Concerns are rife that the arrangement will hurt Hong
Kong’s tourism industry. Some believe that Taiwanese visitors will by-
pass Hong Kong, and the direct flights between Hong Kong and Taiwan will
be drastically cut. Others are worried that Hong Kong's tourism receipts will
be eroded as mainland tourists flock to Taiwan.

According to statistics by the HKTB, some 70% or 1.5 million out of
the total 2.2 million Taiwanese visitors in 2007 were same-day, in-town ar-
rivals, leaving Hong Kong for other destinations, mostly mainland China, on
the same day of arrival. The average per capita spending of these visitors
amounted to HK$229. In the worst scenario, if we lose all these arrivals
— which is unlikely — this will mean a loss of HK$340 million of tourism re-
ceipts, representing 0.3% of the total destination consumption expenditure
in 2007.

On the other hand, the almost 700,000 overnight visitors from Taiwan
made much higher spending at HK$5,015 each in 2007. If only we could
attract 60,000 more of these visitors, we could generate an additional
HK$300 million of tourism receipts for our economy, offsetting the loss of
spending generated by the same-day, in-town arrivals mentioned above.

Gradual impacts
To prepare for direct links, the HKTB has stepped up promotion of Hong

Kong as an ideal short-break destination for Taiwanese residents in the past
few years. With the objective of encouraging extended stay and leisure vis-
its, much has been done to boost overnight vacation arrivals.

In mapping out our strategy for Taiwan, we have carefully considered
the possible impact of direct links. We believe that the shift in travel pat-
terns, and hence the impact on our tourism industry would be gradual
rather than immediate. Our assessment is based on the rationale that the
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number and frequency of the direct flights between the mainland and Tai-
wan will only increase in phases over time.

As evidenced by the latest arrivals statistics, the percentage
of same-day, in-town visitors from Taiwan has remained relatively
stable at around 70% since the implementation of direct weekend
flights. Nevertheless, we do reckon that as the number of flight
destinations and services increase, more Taiwanese visitors may
choose to bypass Hong Kong for less flying time and possibly
lower airfares.

Growing Taiwan'’s vacation segment
To compensate for the potential loss, the HKTB will continue to spur the

growth of the overnight vacation segment of Taiwan by further tapping into
the island’s domestic travel market. Our strategy is to position Hong
Kong as the preferred “vacation” destination beside domestic
travel. Indeed, we have set our target on the family segment, riding on our
city's range of family attractions, such as our famous theme parks.

Our targets also include the young segments, as we profile Hong Kong
as a hip and trendy destination that offers stylish lifestyle and entertainment
options. Another group that shows potential are the college students, who
are often more interested in FIT travel than package tours.

One factor working in our favour is the possible surplus of air
tickets as direct flights increase, which may bring down the cost
for travelling between Taiwan and Hong Kong. This will certainly be
a draw to the young and FIT segments, and we will seize the opportunity to
cooperate with travel-trade partners on more tactical promotions.

In growing the vacation segment, our targets encompass not just trav-
ellers from the island, but also the Taiwanese expatriate community working
in mainland China. Currently there are more than one million Taiwanese
residing in the Yangtze River Delta and the Pearl River Delta, and 500,000 in
Shanghai alone. We will tap the potential by encouraging businesspeople to
take short breaks in Hong Kong with their families.

We also see opportunity in MICE and especially the incentive segment.
As cruise holidays become increasingly popular among Taiwanese, the HKTB
is promoting the combination of fly-cruise in MICE travel through collabora-
tion with cruise operators. Geographically, we will enhance our promotions
in the secondary cities, such as Kaohsiung and Taichung, to explore new
sources of arrivals from Taiwan.

So far we have only painted half of the picture. Let's now turn to main-
land China, our leading source market.

Short vacations for mainlanders
Understandably, the cross-strait arrangement has sparked concern

that Hong Kong would lose its draw. Like any other new destinations,
Taiwan holds strong appeal to mainland visitors, who are eager to explore
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the island. But Taiwan is not our only competitor, as many destinations
around the world are also eager for a share of the fast-growing mainland
outbound market.

Amidst the intensifying competition, our strategy is to entrench Hong
Kong's position as a primary short-break destination among mainlanders,
leveraging on our city's close proximity, connectivity and easy access. Under
the mainland’s new holiday schedule in 2008, Ching Ming, Dragon Boat and
Mid-Autumn Festivals are designated public holidays. By re-arranging their
workdays, mainland residents can enjoy extended weekends. Capitalising on
the arrangement, the HKTB has stepped up efforts to promote Hong Kong
as the ideal weekend getaway, where visitors can have fun and indulge in a
shopping and dining vacation.

Our promotions are also extended to non-Guangdong provinces so as
to broaden the base for growth. For example, we have been driving “con-
sumption visits” in Southern China over the past years, and we are now try-
ing to introduce the concept to visitors in such affluent cities as Shanghai.

While upholding Hong Kong's appeal as a mono-destination
for mainlanders, we consider that our city can also be part of
mainlanders’ itineraries to Taiwan. As far as we see, visiting Hong
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Kong and Taiwan, as well as Macau, should not be mutually exclu-
sive. As direct flights across the strait increase, we will work with
our trade partners to develop multi-destination itineraries bun-
dling the three destinations.

Creating new promotional initiatives
There is no doubt that the mainland travel market, particularly Guangdong

province, is becoming more and more mature. We must constantly develop
new products, identify new promotional windows and nurture new seg-
ments if we are to maintain Hong Kong's position as mainlanders’ primary
destination.

To inject buzz to our city’s offerings, we are making use of
the Halloween window for the first time to promote Hong Kong's
festive fun this year. In mid-September, we rolled out our promotions in
Taiwan and the mainland to highlight Hong Kong's charm as a vacation des-
tination to visitors on both sides of the strait. Targeting the young segment,
we are trying to bundle a series of activities and privileges and throw in a bit
of Halloween fun to craft an exciting experience for visitors.

We will also come up with a variety of new products and initiatives
to tailor for the needs and interests of visitors from different segments. For
instance, we will launch in Taiwan a guide on local delicacies along the tram
route later this year, which will tie in with the festive Christmas lights to at-
tract young travellers to the city.

As for the island’s high-end leisure segment, leveraging on the Michelin
Guide on Hong Kong to be published in December 2008, we will collaborate
with trade partners to develop luxury tours featuring accommodation in first-
class hotels and dining at Michelin-rated restaurants. Our travel-trade part-
ners can definitely expect more similar initiatives, as we continue to explore
other opportunities that complement our existing promotional platforms.

Outlook

The year 2008 is a momentous year for both sides of the strait. We wit-
nessed the Olympic Games taking place in mainland China for the first time,
and the launch of weekend direct flights in more than six decades.

As we look ahead, the rest of 2008 is expected to present
our tourism industry with considerable challenges. The economic
downturn in various source markets will inevitably dampen consumers’ senti-
ments and the propensity to travel. What aggravates the situation are higher
airfares and fuel surcharges, which might in turn undermine travel spend-
ing. Notwithstanding all these challenges, | am positive that with
creativity, support and concerted effort of the travel trade, we can
ride the waves and turn the challenges into new opportunities for
our tourism industry. i

Mr Anthony Lau is Executive Director of the Hong Kong Tourism
Board.
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