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Change is no stranger to travel professionals. With daily upgrades in technology opening new doors for the consumer, and particularly since the face of travel was forever changed on September 11, 2001, NTA members and travel professionals across the world have been making changes to their business model, their staffing structures, their buying and selling habits and more to keep up with rapid market shifts.

A new shift is on the horizon that may cause perhaps the biggest impact on how the business of travel is conducted. That change — a massive increase in the number of tourists vying for travel products. Some might say this is a good problem to have, and to a degree they would be correct. Having more customers doesn’t sound like an issue. However, businesses must be prepared to receive and properly serve this expanding tourist base. 

This white paper will take a look at exactly where this expanding tourist base will be coming from and how the growth will change the infrastructure of travel as well as the way NTA members do business. After reviewing the demographics shifts in the world and the impact that will have, the paper then turns to the overall effects of these changes on the travel industry and attempt to formulate answers to several key questions. How will this change the way travel companies do business? How will it change where and how people travel? What will be the travel icons of the future … will they be the same as today? How will it change the traveling consumer and the demands they place on their travel providers?

Whether a business is focused on strictly North American travel or travel worldwide, these shifts can have an impact. This white paper is designed to get NTA members thinking about the future they face and making preparations today that will position their businesses for success tomorrow. 

The Changing Demographic 

The United Nations World Tourism Organization estimates that international tourist visits are expected to double soon, from roughly 800 million in 2008 to 1.6 billion by 2020.
 But, from where will the travelers be coming? Two places immediately come to mind — China and India. These two nations, combined, account for one-third of the world’s population. And, with economies and a workforce that is in growth mode, these two countries are primed for the largest impact on tourism.

China and India
Let’s start with China. In the last 20 years, China has moved 250 million people from farms and villages into the cities, with plans to move another 300 million in the next 20 years.
 For over two decades, China’s economy has sustained a growth rate of 9.5 percent a year. Given their young population, it is estimated that the economic growth rate will continue at 7 to 8 percent for decades.

India’s growth is rapid as well. It has grown by 6 percent a year and, within three decades, India is predicted to surpass Germany as the world’s third biggest economy.
 Both India and China are hungry for raw materials, including millions of barrels of oil, and both countries are experiencing a surge of wealth among their populations, creating a new middle-class in their countries and new consumers for travel products and services.

Already, China and India graduate a combined half million engineers and scientists each year. That is compared to the 60,000 that graduate each year in the U.S. The McKinsey Global Institute projects that the total number of young researchers in both nations will rise by 35 percent to 1.6 million by the end of 2008 and the U.S. supply will drop by 11 percent to 760,000. While many companies have transferred their services to India for lower cost labor, what many don’t realize is that India is building the next generation of workers. This has created a new consumer in these two nations that somewhat mirror the American consumer of a few decades ago. Their newfound wealth has created a thirst for the newest cars, technology and fashion.
 And, it is only predicted to grow.

The Western World

As China and India see a huge rise in a young population and a new workforce set for economic growth, Europe is a different story. Most countries in Europe have stable or declining populations with below average birth rates. 

To maintain a steady population requires a birth rate of 2.1. In Western Europe, the birth rate currently stands at 1.5. That’s 30 percent below replacement needs, meaning that in 30 years, there will be 70 to 80 million fewer Europeans than there are today. Additionally, at that rate the working age population declines by 30 percent in 20 years. 

So, what does a country do when their birthrate is this low and the population needs workers and youth? Import them. Today, Moslems comprise 10 percent of France and Germany and the percentage is rising due to higher birthrates among this group. By 2020, more than half of all births in the Netherlands will be non-European. This is not an issue if the imported cultures are integrated into the culture of their host country. If that doesn’t happen, however, it can be a political and economic nightmare. 

The U.S. birth rate is 2.0, just below replacement. However, the U.S. has an increase in population due to immigration. If you break U.S. birth rates down by ethnicity, the Anglo rate is the same as France at 1.6 while the Hispanic birth rate is 2.7. With a mass of baby boomers retiring, the U.S. is facing similar problems, albeit it not as bad, as those in many European nations of having an increasing elderly population dependent on a shrinking workforce.

Japan and Russia

One country that could find itself in dire demographic straits is Japan. With a birthrate of 1.3, and a refusal by its culture to import citizens from other cultures, Japan’s population will decline by as many as 60 million people over the next 30 years. With this loss of population, and no replacement coming from outside the country with imported workers, Japan is shutting down. They have already closed 2,000 schools and continue to close them at a rate of 300 per year. By 2020, one out of every five Japanese will be at least 70 years old, with a shrinking labor pool to serve them and maintain the rest of Japan’s economy. 

Russia is in a similar position. The birth rate in Russia is so low that by 2050, some have estimated their population will be smaller than that of Yemen.
 To give you a better picture of this claim, the current population of Russia is nearly 141 million. Yemen’s current population is 23 million. That would be an 84 percent reduction in population over the next 40 years. While this is only a projection, Russia, as well as Japan, are two economic powers that are not replacing their workforce and, in essence, are shutting down.

What This Means for Travel

The first and foremost lesson in this demographic picture is to ensure your business is attuned to where the action will be found. For example, while the Japanese market might be a huge area for your business today, perhaps by 2020 a new strategy would be necessary to address the influx of Chinese and Indian tourists as the Japanese population will be dwindling. Demographics are often underrated and underused as a tool to plan for future business opportunities. NTA members can look at this overview of the world’s population and the shifts that are happening to better plan for future growth and success.

Other questions for travel businesses to consider include:  Are you prepared to serve this new tourist? Do the services your company provides meet the needs of the emerging travelers? As a simple example, consider a hotel and its meal service hours. If new clients are traveling from destinations like India and China, do the hours of service or menu selections need to be shifted or changed? That example is just scratching the surface. To truly be prepared for the traveler of 2020 and beyond, companies need to start looking at their infrastructure, policies and procedures now as they relate to who these new consumers will be.

Internal Infrastructure of Travel Companies  
Hiring and Marketing Practices
To capitalize on emerging markets, interested companies should be looking at their hiring practices. For example, assuming the great influx of tourists from China and India, companies could now be starting to hire Chinese and Indian nationals, or at least contacting colleges and universities offering internships for these students already here in the U.S.? Most companies won’t have the resources to “take on the world”, so will need to be strategic in which emerging markets on which they choose to concentrate. To be successful, companies will need a much greater understanding of cultural differences and preferences. This “new” workforce can assist in getting companies up to speed much faster.

From a marketing standpoint, the Internet will continue to be the key pivot point. Successful companies in the expanded marketplace will almost assuredly need a multi-language Web site, at least in certain markets such as China. For tour operators this will mean they will need to have a bookable system, not just an informational Web site. Should the new workforce get started on such projects today in advance of the travel influx? Certainly something to consider as companies plan for where they will be heading in the future.

Sustainability

Another internal arena in which companies will need to closely examine is how sustainable, or green, your company and its business practiced are and are perceived to be. Today’s consumer is already seeking businesses and providers that are friendly to the environment. And, if you work with travelers from other areas outside of the United States, they can be even more particular about a company’s eco-friendly practices.

Do you have a sustainability plan? Are you green certified? Can you promise travelers that by using your company they are doing positive things for their environment? This will be the topic of the next Think Tank white paper that will help companies get more in depth with what this means for the future of their business. But, certainly when considering the future of tourism, sustainability and eco-friendly business practices are already playing a role that is expected to do nothing but expand over the coming years.
External Infrastructure of the Travel Product
The Travel Icons of Today and Tomorrow
The internal infrastructure of individual travel companies isn’t the only concern. There is the overall infrastructure of destinations and our world’s travel icons that will be at risk. There is only one Eiffel Tower, one Grand Canyon, one Great Wall of China. These and other destinations can only handle so many people per day without major disruptions and potential damage. The skyrocketing demand for travel can lead to what Paul F. Nunes and Mark Spelman termed “scarcity of place” in a recent article for the Harvard Business Review.
We all know about ticket scalpers to sporting events or concerts. Nunes and Spelman suggest that a new type of scalper may emerge offering hotel rooms, museum passes, and other travel components at whatever price the market will bear. Sound silly? Consider, for example, the government of Ecuador. With great concern about the impact of increasing tourism on the very fragile Galapagos Islands ecosystem, the government is discussing doubling the park’s entrance fee and further restricting visitors. 

Another example is the Incan ruins at Peru’s Machu Picchu and the fact that some groups are already calling for limitations on visitors. As rationing and limiting visitation becomes more prevalent, the very existence of wait lists will, paradoxically, spur demand. Many will get in line just to secure the option of visiting a rationed destination, even if they decide not to use it. Just the value of a place in line can lead to jaw-dropping prices and decades-long waiting lists.

What this also can do is prompt the creation and expansion of destinations in developing countries. For example, the Chinese are developing a Hawaii-like Hainan Island and a mini Las Vegas in Macao. And just as new destinations can emerge to offer travelers a sought after experience in a wholly new location, so can the creation of facsimiles of popular icons. We already see that with an Eiffel Tower in Las Vegas. If you can’t get a ticket to visit the real one, you’ll do the next best thing. 

Another example is that of institutions going where the consumers are if the traveler can’t or won’t come to them. Consider that The Guggenheim, once exclusively a New York City museum, is now a foundation with museums in Venice, Berlin and Las Vegas, with more expansion plans in the works. As this scarcity of place grows, many companies can find profit opportunity by meeting this new level of demand for authentic, and even not-so-authentic, experiences.

Nunes and Spelman offer two options for success in this new travel world. One, get in while you can. While it may be expensive in the short-term to do business in some places, as their popularity and scarcity grows, you’ll be in on the action. The other option, stay away if you must. If certain cities or areas are just too full to make it feasible for your company to have success, look to other areas with the infrastructure and unique offerings in place to handle overflow tourists and begin focusing a plan on marketing travel products to those areas. Work closely with these local governments and suppliers to develop the things you’ll both need to be successful and attract these overflow tourists. 

Advocacy in an Expanding Marketplace
The strain on infrastructure is not confined to companies or the areas these tourists will be visiting. Consider our transportation needs in simply getting these people to facilities and managing their needs while they’re visiting. Are transportation companies, such as airlines, cruise lines, car rental companies and railroad companies ready for this? In its advocacy efforts, should NTA be lobbying Washington on issues such as the need for a vastly improved rail (high-speed) system in the U.S.? What about the strain on most U.S. airports, highway systems, and seaports? Today most of them are unprepared for this anticipated growth. Helping prepare them and make the necessary changes to handle the influx of travelers can be a role organizations like NTA can provide needed assistance.

Summary

As was stated at the onset, a billion or two new tourists represent both massive potential and massive challenges. Monitoring the demographics of the world and being ahead of the game on preparing your company or destination for the infrastructure you’ll need to meet those challenges and reap the rewards must start now. 

To be successful in 2020, 2030 and beyond, businesses must think past the products and services offered today and focus on the adaptations it must make to be prepared for what the future traveler will bring. Companies will also want to identify where they wish to go in the future and, perhaps even more importantly, where they don’t care to go. With a high-level overview of the future, followed by subsequent papers tackling the more macro issues contained within this white paper, NTA members will have tools at their fingertips to begin planning for the travel marketplace of tomorrow. Little changes now will create big rewards tomorrow.
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