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RESPONSE TO

REVIEW OF EXPORT POLICIES AND PROGRAMS
2008
RESPONSE OF AUSTRALIAN HOTELS ASSOCIATION
INTRODUCTION
1. On behalf of the hotel industry in Australia, the Australian Hotels Association (“the AHA”) is pleased to provide comment to be considered as part of the Review of Export Policies and Programs (“the review”).
HOTEL INDUSTRY PROFILE
2. There are 6807 hotels in Australia, which employ in excess of 300,000 people.

3. Australia’s hotel industry is extremely diverse. It is made up of small country pubs, large metropolitan taverns and international standard accommodation hotels. Hotels which focus on the provision of accommodation are dominant players in the tourism industry in Australia.

4. Key facts about Australian hotels with accommodation facilities are as follows:
· There are 1269 licensed hotels in Australia with five or more accommodation rooms;

· There are a total of 85,116 rooms in Australian hotels;

· There are a total of 223,440 bed spaces in Australian hotels;
· In the financial year ending June 2007, there were 21,355,900 room nights occupied in Australian hotels;

· In the financial year ending June 2007, there were 15,592,000 guest arrivals in Australian hotels; and

· The total industry value added of Australia’s accommodation businesses is $4,165,900,000 or 0.5% of Australia’s gross domestic product.

5. These statistics show the hotel industry is one of the largest and most important industries in Australia.
6. The AHA represents and protects the commercial interests of hotels throughout Australia. AHA members include small country pubs, urban hotels, five-star accommodation hotels and resorts. In excess of 70% of hotels in Australia are financial members of the AHA.

7. An important component of the AHA’s membership is the AHA Accommodation Division. Hotels that generate either the majority of or a significant amount their income from the provision of accommodation are part of the AHA Accommodation Division.

8. Major companies whose hotels are members of the AHA (and by extension, the AHA Accommodation Division) include Hilton, Hyatt, Marriott, Orient-Express, Accor, Inter-Continental Hotels Group, Four Seasons, Shangri-La, Mirvac, Rydges, Starwood and Stamford. Hundreds of hotels which specialise in the provision of accommodation that are not operated affiliated with a major international hotel company are also members of the AHA.

9. The AHA’s National Accommodation Division (“the NAD”) focuses on issues that are common across Australia that have an impact on AHA member hotels which specialise in the provision of accommodation. The NAD has a board that consists of industry executives from hotels in each State and Territory of Australia.
TOURISM – ONE OF AUSTRALIA’S MOST IMPORTANT INDUSTRIES
10. The wider tourism industry in Australia employs 482,800 people. This figure makes up 4.7% of total employment in this country.

11. In the 2006/2007 financial year, the export or inbound tourism industry contributed to $22 billion to the Australian economy.

12. These statistics confirm tourism’s status as one of Australia’s most important (and dynamic) industries.

SLOWDOWN IN GROWTH OF INBOUND TOURISM
13. Growth in visitor arrivals to Australia has slowed considerably, so much so it is causing many hotel operators and the wider tourism industry great concern. In March 2008, short-term visitor arrivals to Australia numbered 468,000 – a drop of 1.3% compared to March 2007. As for short-term resident departures, these numbered 479,300 in March 2008 – an increase of 9.7% compared to March 2007.
 These trends have been the result of several factors, notably the strength of the Australian dollar on world currency markets in recent times. The increasing misconception that long-haul aeroplane flights are contributing to climate change looms as another barrier to arresting the stagnation of growth in international visitor numbers to Australia (the vast majority of overseas residents who visit Australia do so by travelling on long-haul flights).
14. The lack of growth in inbound tourism means the Export Market Development Grants Scheme (“EMDG”) is more important than ever before for Australian hotels.

HOW THE REVIEW AFFECTS AUSTRALIAN HOTELS
15. The specific area of the review that affects Australian hotels relates to trade development programs and services. In particular, many hotels utilise the EMDG to help stimulate business for their properties, promote their respective cities or towns and Australia as a destination to overseas consumers.

16. Through this submission, the AHA will communicate the collective perspective that member hotels have of the EMDG.
HOTELS AND THE EMDG
17. Australian hotels have an extremely high regard for the EMDG in its current form.
18. Australian hotels seek and receive financial assistance through the EMDG in a variety of ways. These include:
· Accommodation for overseas residents;

· Famils (familiarisation visits) for organisations or individuals who promote Australian destinations in overseas countries (inbound operators);

· Brochures or similar forms of printed material for overseas distribution;

· Restaurant services for overseas residents or inbound operators; and

· Visits to overseas countries by sales teams to promote hotels and Australia as a destination for international travellers, including attendance at trade expos and exhibitions.

19. In the absence of the EMDG, hotels that utilise the scheme would face significant extra costs. In this situation, there is a strong chance that some of the valuable activities undertaken by hotels to promote Australia as a tourism destination to overseas residents will cease. This demonstrates how valuable the EMDG is to hotels and Australia as a tourism destination.
20. The EMDG also plays a vital part in assisting with the promotion of Australia as a destination for business events. This portion of the international visitors market is vital to Australian hotels. Invariably, business visitors are the highest yielding guests in hotels.
LIMITS ON THE EMDG
21. It is the submission of the AHA that the EMDG is, by and large, working extremely well for hotels as it is.
22. However, if Australia is serious about continually improving its status as one of the world’s leading destinations for international tourists, then consideration should be given to amending some of the conditions which are attached to the EMDG.

23. It is the submission of the AHA that changes should be made to the following EMDG conditions:

· There is a general limitation of seven grants;

· The maximum grant is $150,000 in any full year ($250,000 per annum in total for related company groups and $500,000 per annum for Approved Trading Houses); and

· Grants are not payable to claimants who have gross revenue which is greater than $30 million in that grant year (except for Approved Bodies and Approved Trading Houses).

24. While the AHA is an advocate of change in these areas, it acknowledges there isn’t an endless supply of public funding for the EMDG. However, this must be balanced by the need for hotels to market their product and, indeed, Australia’s wider tourism product to overseas consumers on an ongoing basis and the current limitations on the EMDG preclude this from happening.

25. It is the AHA’s position that the maximum of seven grants for each business should be removed. Ongoing marketing requires an ongoing financial commitment on the part of hotels and the tourism industry. The EMDG should reflect this.
26. On maximum grants, the AHA’s stance is that these should be increased. This would offer an even greater incentive for tourism-related businesses, such as hotels, to market their product and Australia to overseas residents.

27. The AHA is urging that consideration be given to amending the gross revenue cut-off of $30 million for a business to be eligible for the EMDG. At present, a major inner-city international accommodation hotel which is not an Approved Body or an Approved Trading House is not eligible due to its gross revenue being more than $30 million in a grant year. While hotels in this category may not be great in number, they are among the most important tourism businesses in Australia, given their affiliation with international hotel brands and the high-yielding guests they attract. The AHA advocates a higher threshold be introduced so that hotels in this category can have access to financial assistance through the EMDG.

TAXATION ISSUES

28. While the primary focus of this submission is the EMDG, the AHA notes the review is also examining significant taxation issues that affect export and investment activities.

29. On behalf of member hotels, the AHA has for approximately two years been seeking change from the Australian Taxation Office (“ATO”) regarding a ruling it made which concerned GST on deposits. The ATO ruled that GST is payable on the entire amount that is charged for a good or service, not just the deposit. For businesses (such as hotels) which are a part of the services sector, this ruling has acted as a barrier to boosting business, especially in cases where GST must be charged on the entire amount of a function that is held at a hotel, not just on amount of the deposit.
30. The AHA is calling for urgent change to be made in relation to this issue.

SUMMARY

31. Many Australian hotels utilise the EMDG to boost Australia’s international standing as one of the world’s leading tourism destinations.
32. With growth in inbound tourism slowing considerably, it is imperative the EMDG continues.

33. On the whole, the EMDG is a positive initiative, however the AHA advocates a widening of the scheme so that the hotel industry can have access to greater assistance from it. By extension, this will benefit Australia as a preferred destination for overseas visitors.
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