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The resources boom is strengthening
the Australian economy’s resilience.

Strong demand for mining and energy
commodities from Asia has partially shielded
Australia from suffering sharp and volatile
declines in economic activity in recent years,
particularly such as those experienced in
Europe and the United States. However, at
a sectoral level, the growth in the resources
sector has not been matched by similar
growth in other sectors, with the Australian
economy currently running at different rates -
known as ‘the patchwork economy’.

Record profitability for mining and related
industries in the second half of this decade
has drawn capital, investment dollars and
skilled labour away from other trade-exposed
industries (such as tourism) which are not
benefiting from increased revenue streams.

This snapshot is the first phase of this project
and it provides a discussion of the positive
impact the resources boom is having on
tourism-related service providers such as
aviation and accommodation. However, while
some segments of the industry are driving
this benefit (such as those travelling for
business and employment), other segments
(such as leisure tourism), are being crowded
out due to significant price increases.

Phase 2 of this project, to be released in early
2012, will provide an economy-wide analysis
undertaken through Tourism Research
Australia’s (TRA) computable general
equilibrium modelling capacity.
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Some industries within the tourism
value chain are benefiting from the
resources boom.

Within the tourism value chain, some
industries are benefiting from the resources
boom more so than others. These include
those associated with fly in/fly out (or FIFO)
and drive in/drive out (DIDO)! components of
mining such as regional aviation, commercial
accommodation and food service, or more
broadly, higher business-related travel
demand from Australian and international
visitors. At a regional level, the benefit varies
according to a region’s dependency on mining
and/or tourism. The two largest mining states
in terms of gross value added (GVA) are
Western Australia and Queensland.

In 2009-10, the Western Australian mining
industry accounted for 51 per cent of
Australia’s mining GVA, while Queensland’s
was 24 per cent. Further, in 2009-10,
Western Australia was Australia’s most
mining-dependent state with 29 per cent of
that state’s GVA derived from mining;

this was followed by Northern Territory

(21 per cent) and Queensland (11 per cent).
In terms of tourism ‘dependency’, Northern
Territory was the most tourism-dependent
state with 4.6 per cent of the territory’s
output coming from tourism. This was
followed by Tasmania (3.9 per cent) and
Queensland (3.7 per cent). TRA estimates
that 2.2 per cent of Western Australia’s output
can be attributed to tourism, the smallest
output of all states and territories.?

B The remote locations of some mines means that employees
utilise ‘fly in/fly out’ or ‘drive in/drive out’ access arrangements,
whereby employees commute to the workplace by plane or
car and reside at the mine site for the duration of their shift or
roster, returning to their usual place of residence again by plane
or car.

2 The tourism dependency estimates are for 2007/08. For more
details on the methodology for estimating tourism dependency,
refer to TRA (2011).
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Figure 1: State dependency on mining
and tourism
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Stronger demand for business travel
by both domestic and international
travellers is evident in some regional
areas associated with the mining
boom.

Impact on domestic travel

Domestic travel has been declining in
Australia since the early 2000s; prior to the
boom in the resources industry. Domestic
travel propensities have decreased by around
20 per cent, while outbound travel
propensities have increased by around

50 per cent. Business travel was also affected
with domestic business nights declining by
1.4 per cent per annum between 2000 and
2010. Assessing this decline by region—
capital city versus regional Australia—over
this period, the decline in business nights in
capital cities was 2.3 per cent per annum;
1.4 percentage points greater than regional
Australia (down 0.9 per cent per annum).



By state, between 2000 and 2010, business nights
declined in all states except for Queensland and Western
Australia, with both experiencing growth of 0.6 per cent
per annum on average over the period. The increases
were driven by growth in business nights in Brisbane
(2.1 per cent per annum) and regional Western Australia
(2.1 per cent per annum); which in turn was driven by
strong growth in Australia’s North West, (increasing by
10 per cent per annum between 2000 and 2010).

In 2010, the number of business visitor nights in
Australia’s North West was second behind Experience
Perth, which accounted for a third of nights in Western
Australia (compared with 13 per cent in 2000).

Figure 2: Domestic holiday and business visitor
nights, 2000 to 2010
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In 2010, 23 per cent of domestic business nights in
Australia were by visitors who took an overnight trip to
their usual place of work (proxy for FIFO/DIDO workers).
This proportion was driven by travel to regional Australia,
with 30 per cent of domestic visitor nights in regional
Australia by FIFO/DIDO workers — a proportion twice that
when compared with nights spent in capital cities

(14 per cent). The highest percentage of nights by FIFO/
DIDO workers were in the two larger mining states of
Western Australia and Queensland, 35 per cent and

32 per cent respectively. In terms of regions, more than
four in ten business nights in a number of mining regions
across Western Australia and Queensland were by FIFO/
DIDO workers (see Figure 4).

Figure 3: FIFO/DIDO workers as a proportion of
business nights in each state/territory, 2010
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Figure 4: FIFO/DIDO visitor nights as a proportion
of business nights for selected regions, 2010
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Impact on international travel

Demand for international travel has been growing over
the past decade, with international visitor nights growing
by 4.7 per cent per annum between 2000 and 2010.
When assessing business nights, regional Australia had
increased by a faster rate (5.0 per cent per annum)

than when compared with capital cities (3.7 per cent

per annum). By state and territory, the largest increases
in international business nights were in Western Australia
(up 15 per cent per annum) and Northern Territory (up
11 per cent per annum). International business nights in
Queensland increased by 5.2 per cent per annum.

Figure 5: International holiday and business
nights, 2000 to 2010
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The aviation industry is benefiting from strong
demand associated with the mining boom.

In Western Australia in 2010, five out of the ten busiest
domestic airports that link with Perth Airport were major
mining centres in regional Western Australia. The busiest
regional airport was Karratha in Australia’s North West,
with more than half a million passengers travelling
between Perth and Karratha during 2010. Between 2001
and 2010, available seat kilometres between Perth and
Karratha grew at an average annual rate of 17 per cent
(with growth particularly strong in the second half of the
period—2006 to 2010—increasing at an average annual
rate of 25 per cent).

While there has been significant capacity growth on
mining-related routes, load factors have also remained
high suggesting strong demand for these additional
services which potentially restricts seat availability for
leisure tourists. To cope with future growth, Perth airport
is currently investing $120 million in a new terminal
primarily to service the FIFO market. The terminal is
expected to be in operation from March 2013 with 16
check-in counters and 36 aircraft bays. Other significant
capacity growth includes on the Brisbane-Mackay route:
between 2001 and 2010, capacity has increased at an
average annual rate of 14 per cent per annum, reaching
a maximum of 810,000 in 2010. There were 800,000
passenger movements on the route in 2010 (up

8.4 per cent on 2009) with load factors approximately
80 per cent.




Accommodation demand is strong; supply is
moderate. This has led to strong increases in
takings in regions benefiting from the mining
boom, but growth supply of accommodation
is moderate.

Comparing occupancy rates in regions where mining
activity is high (Australia’s North West, Mackay, Darling
Downs and Northern [Queensland]) with those where
mining is less significant and depends highly on tourism
(Tropical North Queensland and Gold Coast) could
suggest the accommodation providers in mining regions
have benefited from the resources boom.3> And consistent
with supply-demand principles, accommodation takings
across many mining-intensive regions have increased
since 2005.4 Between 2005 and 2010, the strongest
growth was in Darling Downs with accommodation
takings growing 9.7 per cent per annum, followed by
Mackay (9.2 per cent per annum), Australia’s North West
(7.8 per cent per annum) and Northern [Queensland]
(4.9 per cent per annum).

Demand for labour associated with the resources
sector is fast outstripping demand for tourism-
related labour, with growth strongest in Western
Australia and Queensland.

Findings from the Deloitte Access Economics (DAE)
Tourism Labour Force Survey, delivered to Tourism
Ministers in October 2011, provides evidence that the
tourism industry is competing with the resources sector
for labour, most notably in Western Australia and also in
Queensland. The report shows that demand for labour

3 This is confirmed by the Australian Hotel Market Outlook (Deloitte Access
Economics, 2011) which concludes that the resources boom is boosting growth in
the corporate accommodation sector with ‘city-based hotels generally recording
excellent occupancy levels, close to capacity during midweek periods and this
only providing limited opportunity for further growth’.

4 The Australian Bureau of Statistics defines ‘takings’ as gross revenue from the
provision of accommodation, including GST. Takings from the provision of meals
are excluded.

Figure 6: Accommodation takings for selected
regions, 2005 to 2010 (Base year = 2005)
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associated with the resources sector is fast outstripping
demand for tourism-related labour, with growth strongest
in Western Australia and Queensland. Between 2000
and 2010, employment in the mining industry grew by
9.1 per cent per annum, again with growth strongest
in Western Australia and Queensland - employment
growing by 10.6 per cent and 9.6 per cent per annum,
respectively. In contrast, tourism employment growth
was modest; growing by 2.2 per cent per annum.
Queensland showed the strongest growth (3.1 per cent
per annum), followed by Northern Territory

(2.9 per cent) and Victoria (2.7 per cent). Growth in
Western Australia was 2.1 per cent per annum.

Increased wages and lower profitability and productivity
of affected industries, are in some sectors reducing the

incentive for investment and limiting the ability to attract
capital and labour.

The tourism industry has experienced both demand and
supply side pressures including:

¢ increased overseas competition (particularly from
lower-cost Asian countries and the effect of a strong
Australian dollar) for both domestic and international
tourism

e a weak and uncertain economic environment—
particularly for visitors from traditional inbound
markets of Europe and the United States—has
impacted demand for international tourism in Australia

e strong domestic competition for capital
and labour

e ‘crowding out’ of access to flights and accommodation
for leisure travel due to strong demand from other
sectors such as business and employment.

Potential benefits from the resources boom exist for

the Indigenous communities in these mining areas.
Cooperation between mining companies (through
meeting requirements of Land Use Agreements and
improving relations with Indigenous communities) and
Indigenous communities (through access to employment
and training and the improvement of transport
infrastructure) is likely to result in the development of
long-term sustainable Indigenous tourism experiences in
regional and remote areas (Brereton et al., 2007).

These potential benefits have been recognised by the
Department of Resources, Energy and Tourism through
the Working in Partnerships program. The objective of
the program is to strengthen the relationship between
the resources sector and Indigenous Australians by
improving the level of community engagement, which in
turn can create opportunities for Indigenous communities
and individuals to benefit from the resources boom.
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