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1. Background and key issues 1

1. The terrorist attacks in New York and Washington on 11 September 2001 were
unprecedented in their scale and impact. The immediate response of the United States
Government and the subsequent commencement of military action against the Government
of Afghanistan and the terrorist network led by Osama Bin Laden hold out the prospect of
an extended period of global insecurity. The travel and tourism sector of the global
economy is, by common consent, the most vulnerable of all sectors to the threat of
insecurity and was immediately affected.

2. However, because the scale of this attack and its aftermath have no precedent in the
modern history of global travel and tourism, there is no historical basis for judging their
probable effects. While an examination of the effects of previous disturbances to global
peace offer some illustration of how the world travel and tourism sector might react, any
lessons drawn from past experience will inevitably be imperfect.

1.1. Influences on travel demand

3. Demand for travel – domestic or international – is driven by two fundamentals: economic
factors (the incomes of travellers and the costs of the trip), and the traveller’s confidence
that the trip and the chosen destination are not unacceptably more risky than the alternative
of staying at home. In the current circumstances, on a global scale, this latter assumption
can no longer be made. While the fear of flying may quickly abate, general security
worries are now uppermost in the mind. Individuals’ instincts are that the known home
environment seems like the safest place to be, even if logic suggests this may not be so.

1.1.1. Economic downturn

4. Before 11 September 2001, the global travel and tourism industry was already facing a
slowdown in demand due to weak world economic trends. As an indicator of underlying
macroeconomic trends, the Organisation for Economic Co-operation and Development
(OECD) Composite Leading Indicators index (see table 1) (using a complex and
interrelated series of industrial output measures as a proxy for trends in GDP) states that
historical turning points of IIP [the composite Index of Industrial Production] have
coincided with those of entire economies. The OECD index is expressed as an aggregated
time series and smoothed to present the underlying trend. It shows the underlying trend for
the past 12 months.

5. With the exception of the United Kingdom and Italy, there has been a sharp reduction in
economic performance in the OECD member States in the 12 months to August 2001. This
was already having a markedly negative effect on the global travel and tourism sector.

6. The key US economy has been on the brink of recession throughout 2001; Japan has
shown no signs of emergence from economic stagnation; demand in the European Union
had been flat and a downturn was in progress (except in the United Kingdom, whose
economy, at least temporarily, was behaving counter-cyclically).

1 This briefing paper is based on a document prepared for the International Labour Office by Travel
Research International Ltd. in the United Kingdom.
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7. It is important to acknowledge that economic weakness was already causing labour
demand to weaken and jobs to be lost in the travel and tourism sector, with retrenchment in
the airline industry and low or no growth in tourist arrivals in some countries.

Table 1. OECD Composite Leading Indicator for August 2001
(% change on July 2000)

Main groupings

All OECD member States –3.5

European Union 15 –3.8

North American Free Trade Area –4.5

Main countries

United States –5.2

Canada –4.1

Japan –2.2

Germany –5.2

France –6.4

Italy –0.2

United Kingdom –0.6

Source: OECD.

1.1.2. The impact of 11 September

8. This has to be looked at from two different standpoints.

9. First, the immediate and sharp reduction in demand for travel had an equally immediate
effect on the travel and tourism industry. Within a few weeks, well in excess of 100,000
jobs had been lost in the airline sector; hotel companies laid off staff, as did tour operators
and travel agents. Knock-on effects in sectors such as catering, luxury retailers, suppliers
to the aviation industry and many other subsectors partly dependent on the travelling
public were evident but may take more time to work through. Such reactions were to be
expected and mirror the impact of past disturbances to the travel sector (see “Past
experience” below).

10. Second, the effects of 11 September fell upon a weak global economy. They seem likely to
tip many of the world’s key economies into recession as a consequence. This means that
demand for travel and tourism services (and thus also for labour within the sector) cannot
be expected to recover in the same way as has happened in the past when such disruptions
took place against the background of global economic strength.

11. The travel and tourism sector has thus to face a double threat – the short-term shock of
sharply reduced demand ascribable to a loss of confidence, and the longer term – and
potentially more profound – impact of economic recession.

1.2. Multiple travel markets

12. It is misleading to refer to a global travel market. There are many travel markets. Each
country has its own domestic travel market, which is often by far the most important
(especially in North America where the great majority of the travel industry’s business
derives from domestic travel).
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13. International travel markets are similarly fragmented. Most international travel takes place
to destinations within the same region as the traveller’s origin (intraregional travel); travel
between regions (interregional travel) forms a relatively small proportion of the total. For
example, around two-thirds of all trips abroad made by US residents are either to Mexico
or Canada; 94 per cent of all German trips abroad and 83 per cent of trips abroad from the
United Kingdom are to European destinations; almost 60 per cent of all Japanese trips
abroad are to the Far East and South-East Asia. Long-haul travel to other regions is
relatively small proportionately (although of greater proportionate worth).

14. Intra- and interregional travel demand has different characteristics. Thus any analyst
concerned about employment in the sector in a given region or country needs to examine
the components of demand for travel within and to that region/country and assess the
probable impact of economic and non-economic factors on future demand levels.

15. Approximately four international trips in ten emanate from four countries – the United
States, Germany, Japan and the United Kingdom. These four countries also account for
around 40 per cent of global spending on international travel.

1.3. Data availability

16. Since 11 September 2001 there has been no time for official statistical sources to prepare
and publish any meaningful indicators relating to the travel sector. Such data as do exist
derive almost solely from the travel industry – travel agents’ sales, tour operators and hotel
bookings, airport authorities, short-term data on passenger carryings, etc. Even if official
data did exist, the 11 September attack took place only six weeks before the ILO meeting.
This is far too short a period for any meaningful trend analysis to take place which would
provide a reliable guide to the future.

17. Section 3 of this briefing paper, which considers the impact on travel markets and the
travel industry of 11 September, can therefore only rely on incomplete and, in some cases,
anecdotal evidence. Care should be taken to avoid reaching global conclusions on the basis
of partial and often localized reports.

2. Past experience

18. There are no exact parallels to the terrorist attacks of September 11 and their aftermath in
the history of the modern tourism industry. In the recent past there have been wars (in
Kosovo, Yugoslavia or the Gulf), terrorist incidents (Sri Lanka, Egypt or Turkey), and civil
uprisings and other major disturbances (Fiji, Myanmar or China), all of which have had a
considerable impact on the growth of travel and tourism. These incidents have, however,
always been confined to one region of the world or one tourism destination; potential
tourists have been able to change plans and redirect their travel away from the areas of
unrest, and the industry – apart from within the destinations concerned – has been able to
continue to draw business for and from other regions.

19. By contrast, the attacks in the United States represent the largest terrorist incident ever
recorded. Not since the Second World War has there been a conflict situation which spans
the globe in its impact and uncertainty; such a situation has never before arisen in the home
of the world’s most important tourism-generating market. While the attacks took place in
the United States and the offensive is currently restricted to Afghanistan, no one is sure of
the arena of action, whether and to what extent it will escalate, or how long it is likely to
continue.
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20. Previous experiences can provide some guidance – although imperfect – on how to assess
the impact on market behaviour and the changes in tourism demand triggered by such
events, particularly in relation to the world’s major tourist origin markets – the United
States, Germany, Japan and the United Kingdom.

2.1. The Gulf War

21. The Gulf War, which took place in early 1991 and lasted about six weeks, is probably the
closest parallel to the apparent current scale of the terrorist attacks in the United States. It
also had the greatest impact on the tourism industry of any international incident in the last
few decades. International tourism, which had been growing at an average rate of 7.7 per
cent in the five years prior to 1991, stalled that year and, though it did not actually decline,
showed growth of only 1.2 per cent. International air travel, however, declined by some
5 per cent (and triggered a period of three years of very difficult trading conditions for the
airlines). Unsurprisingly, there was a significant drop in travel to the Middle East (down by
6.6 per cent) but all other regions recorded sluggish growth, with Europe faring worst –
with an increase in arrivals of only 0.1 per cent. International tourism expenditure,
nevertheless, is reported to have increased by 3.7 per cent.

22. The brakes on tourism growth caused by the Gulf War did not in fact last long and in 1992
all regions of the world experienced growth in arrivals at similar rates to those registered in
1990, the year before the outbreak of war. Thus, in effect, the industry lost a year’s
expansion, before demand growth resumed.

2.1.1. The United States market

23. The US tourism market is not only the world’s largest in terms of tourism expenditure, but
it is probably one of the most nervous in terms of its international travel behaviour. US
travellers typically prefer to stay at home when there are safety concerns abroad (there
were, for example, 300,000 fewer passport applications in 1991, and 400,000 fewer in
1992 than in 1990). As a result of its size, a slowdown in US travel tends to have a
significant impact on a large number of destinations. Large and established tourism
countries such as the United Kingdom will obviously be affected, but so also will smaller
destinations such as the islands of the Caribbean or the Pacific, where the impact may be
disproportionate.

24. As a result of the Gulf War, travel overseas by US residents (i.e. disregarding travel to
Mexico and Canada) declined in total by over 9 per cent in 1991. Among major regional
destinations, Europe was the hardest hit, with a decline of nearly 22 per cent, with some
countries faring particularly badly – travel to France, for example, declined by 28 per cent
and to the United Kingdom by 26 per cent. Europe was slow to recover from this fall and
trips from the United States did not regain their 1990 levels until 1994. US travel to the
Asia-Pacific region also fell (-3 per cent) in 1991, while travel to the Caribbean continued
to grow, but nevertheless some destinations – the Bahamas, the Dominican Republic and
Jamaica for example – saw huge slumps in demand.

25. Full recovery was quite slow. Growth of nearly 10 per cent was registered in 1992, but this
merely put total outbound numbers back to the level of two years earlier and it was not
until 1993 that outbound travel exceeded the level achieved before the war. The growth of
trips to Europe in 1992 was somewhat stronger (13 per cent) than that for the market as a
whole, but since the fall had been deeper, the region was still well down from 1990 levels.
The two major destinations of the United Kingdom and Germany did not again reach their
1990 numbers until 1997 and 1998, respectively. Travel to Asia held up well, however,
and after stagnation in 1991 moved ahead quite strongly in the two following years.
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2.1.2. The Japanese market

26. In the early 1990s, the Japanese market had increased to over 10 million outbound
travellers. It had been growing strongly prior to the Gulf War, at around 14 per cent a year
for the previous two years. However, the war triggered a sharp reversal in 1991, with a
decline of over 3 per cent – although it is worth noting that numbers only decreased in the
first six months of the year. Destinations furthest away from home were hit hardest, with
declines to Europe being particularly sharp (minus 20 per cent in arrivals to both Germany
and the United Kingdom for example). Even within Asia, numbers dropped (down by
10 per cent to Singapore, 5 per cent to Hong Kong (China) and a marginal growth to the
Republic of Korea), although to the United States there was a small increase of nearly
3 per cent.

27. The market took about a year to recover, with 1992 showing strong growth (around 11 per
cent) although not reaching pre-Gulf War levels. Problems in the Japanese economy were
already beginning to kick in, having their own impact on tourism demand, and by 1993
arrivals in some destinations, particularly in Europe, were only similar or marginally above
numbers achieved prior to the outbreak of war.

2.1.3. The United Kingdom market

28. The United Kingdom is the world’s number four origin market in terms of tourism
expenditure. However, in the wake of an economic slowdown in the United Kingdom at
the end of the 1980s, growth in the outbound travel market had already ground almost to a
halt before the beginning of the hostilities in the Gulf and economic conditions continued
to exert a brake on travel behaviour in 1990 and 1991. At the same time, travellers from
the United Kingdom tend to be among the more resilient in the face of uncertainties
overseas, and the impact on travel of the Gulf War was generally not that great. There was
an overall small decline (1 per cent) with, unsurprisingly, long-haul travel the worst
affected. But travel to the United States grew, albeit slowly, as did some of the major
leisure destinations within Europe. By 1992, however, growth resumed quite strongly, with
the long-haul destinations showing the strongest performance.

2.2. Tiananmen Square, China

29. The events that took place in Tiananmen Square in Beijing in June 1989 drew the world’s
attention and demolished a tourism industry in China that had been growing reasonably
strongly, if somewhat erratically, during the second half of the decade. Leisure travel to
China was most seriously affected, leading to many cancellations. Foreign arrivals
declined by over a fifth from 1988 and among China’s major markets, only Taiwan
(China) held up. Concern at the events was particularly strong in North America and the
West, as well as in Japan, and the reaction from these markets was immediate – down 40
per cent from Japan, and a reduction in the high 20 per cent range from the United States,
United Kingdom and Germany.

30. Martial law was lifted at the beginning of 1990 but China’s image continued to deter many
visitors. Memories are short, however, and with an uneventful anniversary of the
Tiananmen, visitors began to return and by the end of the year the overall arrivals count
showed a healthy 20 per cent increase. The major Western markets were somewhat slower
to return and although they were all back to modest growth, it was all at single-digit levels.
Only Japan, which had shown the sharpest fall in 1989, showed an instant recovery.
Nevertheless, in 1991 – when travel around the world was tempered by the Gulf crisis –
the full bounce-back came, with Germany (up by 65 per cent), the United Kingdom (up by
45 per cent), Japan (38 per cent) and the United States (35 per cent).
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2.3. Luxor, Egypt

31. In November 1997 the tourism industry was targeted directly when terrorists killed 58
tourists at the temple of Queen Hatshepsut at Luxor in Egypt. Among the tourists were a
large number of Swiss visitors. This, together with incidents in Turkey in the latter half of
the 1990s, represents one of only a few occasions when tourists themselves have been the
specific target of terrorist atrocities rather than being inadvertently caught up in the wider
act of terrorism.

32. Before the terrorist incident at Luxor, Egypt had been experiencing strong growth in its
tourism arrivals, with an increase of over 20 per cent a year since 1994. Because the attack
occurred towards the end of the year, marginal growth was recorded even in 1997.
However, the incident had an immediate impact in instantly shutting down the flow of
tourists to Egypt, travel advisories were issued and the industry came to a virtual standstill.
The effects lingered through the whole of the next year and 1998 saw a decline in arrivals
of almost 13 per cent. Almost all markets (with the exception of Arab countries) were
badly affected. Japan showed the worst decline (75 per cent), but business from Europe
was also badly affected, possibly because the attack had mainly hit Europeans; there was,
for example, a decline of 38 per cent from Egypt’s major European market, Germany, and
28 per cent from the United Kingdom. Visitors from the United States declined by 13 per
cent.

33. Once again, within a year the tourism industry had bounced back and 1999 saw overall
growth of 30 per cent. Japan and Germany were particularly strong with rises of over 100
per cent, but all traditional tourism markets, including other European markets and the
United States, did well.

34. Egypt’s international tourism receipts followed a broadly similar pattern to arrivals. They
produced a stronger result in 1997, but the decline in 1998 was sharper. Equally, the
bounce-back in 1999 was better than that for arrivals.

35. However, with no growth in 1997 and a decline in 1998, Egypt had in effect lost two
years’ tourism growth in the wake of the terrorism in Luxor. Although confidence had
returned by 1999 and arrivals reached record numbers, growth that year, although good,
was insufficient to bring tourism back to the levels it would have reached had the massacre
not occurred.

2.4. Measuring the impact

36. Table 2 analyses travel trends related to the three incidents described above. This
illustrates the downturn in particular travel flows which took place as a result of the
incidents, and also indicates the volume of business that might have been expected had the
incident not taken place (although, in some cases, other factors also influenced travel
trends).
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Table 2. Index of international tourism volumes related to disruptive world events
(two years prior to incident = 100)

Two years
before

One year
before

Year of
incident

One year
after

Two years
after

Trend two
years after a

Gulf War (QTR 1 1991)

Total US overseas outbound 100.0 108.1 98.2 107.9 115.6 133

US to Europe 100.0 111.2 87.3 98.7 103.6 137

US to Middle East 100.0 111.6 61.3 165.3 177.2 191

US to Asia 100.0 101.1 102.2 108.6 125.2 121

Total UK outbound 100.0 100.4 99.3 109.0 118.3 130

UK to Europe 100.0 99.5 99.5 107.4 107.2 119

UK to Middle East 100.0 136.1 116.1 194.1 198.0 207

UK to East Asia/Pacific 100.0 103.9 101.9 123.4 124.4 152

UK to Americas 100.0 100.6 108.5 119.1 127.2 180

Total Japan outbound 100.0 113.8 110.0 122.0 123.5 199

Japan to US 100.0 104.9 107.8 118.6 115.0 192

Japan to UK 100.0 113.3 90.7 109.7 97.4 279

Japan to Germany 100.0 110.3 87.4 95.5 89.8 170

Luxor massacre
(Nov. 1997)

Arrivals in Egypt from:

– US 100.0 112.7 113.7 99.1 126.5 104

– Germany 100.0 136.9 137.4 85.8 171.8 122

– UK 100.0 112.4 114.4 82.2 115.2 104

– Italy 100.0 127.6 135.6 130.0 232.6 216

– Japan 100.0 130.1 132.5 33.0 78.6 132

Tiananmen Square
(June 1989)

Arrivals in China from:

– Americas 100.0 100.1 75.0 79.0 108.7 147

– East Asia/Pacific 100.0 105.1 76.4 98.5 148.2 135

– Europe 100.0 115.0 107.5 122.9 216.9 179

a i.e. what the index might have been without the incident based on the average annual rate of growth in the five
years prior to the incident.
Source: Travel Research International, based on United States Department of Commerce and national tourist office
data.

2.5. In summary

37. The three events quoted above illustrate how the world’s tourism markets and different
destinations can be affected by external disruption. While they provide no hard and fast
rules on what can be expected from the current crisis, some generalizations can
nevertheless be made:
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– the impact on tourism of a terrorist incident is instantaneous;

– nonetheless, it is difficult to halt international tourism growth; the tourism world is
sufficiently large and diverse that even in the face of a major incident, travel can
continue to grow;

– after the conclusion of an incident, travel markets can pick up relatively quickly;

– the immediate impact tends to last for between one and two years;

– while growth recovers, there is a lag effect and projected business volumes are only
attained later than originally expected;

– when problems occur in one particular destination, tourists tend to redirect to a
different destination;

– in times of crisis, long-haul travel suffers more than short-haul;

– since the largest share of international travel is intraregional, a large proportion of
such travel may be relatively unaffected;

– because they dominate international tourism, the behaviour of a few tourism markets
– particularly the United States, Germany, Japan and the United Kingdom – have a
major impact on the performance of most tourism destinations, large or small,
established or embryonic;

– the characteristics of these markets vary; in general terms the European market tends
to be less nervous in the face of international terrorism than either the United States or
Japan.

3. Markets, destinations and the industry

3.1. Travel markets

38. In order to illustrate the immediate and potential longer term effects of the current crisis on
international travel and on travel industries, the following are some brief examples of
current trends in the travel sectors of the four leading origin markets of the United States,
Germany, Japan and the United Kingdom. Although only illustrative, these experiences
may be taken to reflect trends in other countries in the same region.

3.1.1. United States

39. For obvious reasons, the immediate impact on the US travel and tourism industry has been
dramatic. Few official data are available, but there have been many pieces of information
which, taken together, help to understand what has happened since 11 September:

! Two of the United States biggest hotel and travel organizations – the Marriott
Corporation and Carlson Companies – calculate that the level of business within the
United States has fallen by 35-40 per cent in the month following the attack.

! Carlson Companies states that US travel business was down by 10 per cent before
11 September and is now down by 35 per cent.
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! In mid-October British Airways announced that the airline’s transatlantic traffic was
down by 30 per cent, mainly owing to Americans’ fear of travel.

! The Travel Industry Association of America (TIA) predicts that there will be a drastic
fall in domestic travel in the fourth quarter of 2001 and that the levels attained in
2000 will not be regained until the third quarter of 2002.

! TIA also forecasts that arrivals in 2001 in the United States from abroad (including
Canada and Mexico) will be 12.6 per cent below the 2000 figure, and from overseas
origins they will be 17.1 per cent down. For 2002, however, there is predicted to be
growth of 4.3 per cent in total and of 3.9 per cent from overseas; this will leave total
arrivals in 2002 some 4.6 million (9 per cent) down on 2000 levels and arrivals from
overseas down by 3.6 million (14 per cent). It will be 2003 or 2004 before 2000 levels
are surpassed, based on these forecasts.

! A TIA survey of consumer confidence conducted in mid-September showed that
69 per cent of Americans planning a leisure trip in the next three months had no
intention of changing their plans; 12 per cent had cancelled, 8 per cent had
rescheduled and 11 per cent said they had made other changes to their travel plans.

40. In addition to the massive volume of domestic travel, Americans go abroad primarily to
Mexico and Canada (over 55 per cent of all US outbound trips), Europe (17 per cent), the
Caribbean (8 per cent), Central and South America (7 per cent) and the Far East and
Pacific (5 per cent). Countries in which US visitors are prominent or dominant will clearly
be those most likely to suffer from the downturn in US travel demand.

41. There are many other predictions such as those listed above. All reflect the profound
uncertainty which prevails after 11 September. Some of these reactions may, in the light of
past history, be over-pessimistic.

3.1.2. Japan

42. The Japanese travel market is the most important in Asia; it has also been resilient to
pervasive economic weaknesses in Japan itself. While there is no evidence that Japan is
likely to emerge from the economic doldrums in the near future, annual Japanese outbound
travel trip volumes had been holding up well, reaching almost 18 million in 2000.
Reactions by the Japanese travel market include:

! In the two weeks following 11 September, 290,000 people cancelled planned overseas
trips – approximately 20 per cent of the mean monthly outbound total (and thus
perhaps as much as 40 per cent of the fortnightly total).

! Trans-Pacific travel, both to the US mainland and to Hawaii (which, in 2000,
accounted for around 9 per cent of all Japanese outbound trips), fell sharply. To the
mainland there were falls of 20-25 per cent in the month after the attack; to Hawaii
the decline in the four-week period was 50 per cent.

! To other destinations, the reaction has been less severe; airlines in Japan have
reported that they expect demand for air travel to other international destinations to
fall by 5 per cent by the end of the year, while domestic travel, which had been strong
anyway during 2001, is predicted to gain from the crisis.

! While details remain sketchy, the indications are that the main initial fear of the
Japanese international travellers was of flying; the aftermath of 11 September, and in
particular the military action in Afghanistan, is converting that into a more general
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concern about security abroad, and the predictions are that demand for international
trips will remain depressed in Japan until the early months of 2002 at least.

43. To summarize, while details are scarce, Japan’s travel market seems set to be affected over
the medium term. Demand for trans-Pacific travel will be most affected; past history
suggests that travel to Europe will also fall, while demand for travel within the
North-East/South-East Asian region is likely to fare better, at least once the winter is past
and the more popular months for travelling arrive – probably starting with the second
quarter of 2002.

3.1.3. Germany

44. In terms of the number of foreign trips made, Germany is by far the world’s largest travel
market. However, 94 per cent of German trips abroad are within Europe. Interregional
travel by Germans, though large in absolute numbers, is relatively quite modest in
comparison with intraregional business. Since 11 September, the reactions of the German
travel market have included the following:

! In the immediate aftermath of 11 September a wave of cancellations hit the German
travel trade.

! The worst-affected destinations were the United States, the eastern Mediterranean and
the Middle East, and North Africa.

! Reports within ten days of the attack indicated that around 25 per cent of planned
trips to the United States had been cancelled and that there had also been initial
cancellations to Turkey, Egypt (two destinations which had seen booming demand
from Germany during 2001), Dubai and Tunisia.

! However, within three weeks of the 11 September attack, the German international
travel market was reporting the first signs of recovery, except for the United States
and Middle East. (It is important to note that, in May 2001, German travel to the
United States was reported to have declined sharply on levels achieved during the
previous year, which itself had seen a 10 per cent fall; there were predictions of a
further decline of as much as 30 per cent for 2001, which was ascribed entirely to the
weakness of the euro; travel from Germany to Canada was also down – by 9 per cent
– for the first seven months of this year.)

! Looking to 2002, there is a feeling that general German travel demand will return to
more normal levels. There may well be a switch in demand away from eastern
Mediterranean destinations towards Spain, but even to the United States it is now
expected that demand will return to normal by the middle of 2002.

45. In summary, it appears that German travellers are likely to get over their initial fears about
the safety of travel quite quickly. There has to date been no material threat to Germany and
provided that remains the case, the mature German travel market seems likely to see no
more than a short-term decline in demand before normal levels of activity return. This is an
important conclusion in that the same broad reaction may be expected from other central
and northern European origin markets, such as Austria, Switzerland, the Benelux countries
and Scandinavia, and also the United Kingdom.

3.1.4. United Kingdom

46. The United Kingdom is the world’s fourth largest market for international travel. In long-
haul travel, however, it is especially important – the largest in Europe for travel to the
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Asia-Pacific region, for example, and the second largest overseas market to the United
States after Japan. Initial reactions to 11 September by the UK travel market have included
the following:

! As with Germany there was an immediate wave of travel cancellations and
postponements; in the last week of September new bookings for winter travel were
33 per cent below those of a year previously; for summer 2002, advance bookings
were 45 per cent down.

! Some specialist operators reported that bookings for Middle Eastern destinations were
50 per cent down in the first two weeks, and cancellations were running at 25 per
cent.

! BAA plc, the owner of London’s main airports, reported a 26 per cent fall in
transatlantic traffic for the month of September and of just under 7 per cent for other
long-haul destinations.

! However, there are also indications that the UK market is showing signs of recovery
along the same lines as in Germany – for destinations which are not seen as notably
risky; winter skiing holidays to European destinations, for example, are reported to be
selling well again in mid-October; travel agents, having reported a 30 per cent drop in
business during September, reported that business had started to recover.

47. While there are very few reliable figures, it appears that the reaction of the UK traveller
has been to postpone travel decisions until the situation clarifies; hence conclusions based
on the four weeks or so since 11 September could well provide an over-pessimistic view of
the medium-term future.

3.2. Destinations

48. Few destinations have yet been able to know how to react, since hard market information
is scarce at so early a stage. In principle, however, the reaction of tourism destination
countries has reflected their visitor profile. Beyond the initial reality of weak demand
worldwide, the most exposed destinations are those for which the United States is a prime
or the primary origin market. This means that countries such as Canada, Mexico, much of
the Caribbean, key European countries such as the United Kingdom, and some destinations
in Asia and the Pacific are likely to suffer worst. Secondly, destinations which draw their
visitors from long-haul origin markets (e.g. Australia) are also likely to see especially weak
markets.

49. As two brief examples of the strategic moves being made by major tourism destinations,
the reactions of Australia and Thailand have been as follows.

3.2.1. Australia

50. Immediately after 11 September, the Australian Tourist Commission (ATC) withdrew its
tactical advertising campaigns in the United States, Europe, Asia and Japan as global
tourism demand slumped. The ATC will monitor individual market reactions closely. It
expects that Australia may benefit from some destination switching, e.g. UK travellers
going to Australia instead of to the United States; it also expects travel from the United
States to be very weak, but believes that Asian origins such as Japan should not be badly
affected for long.
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3.2.2. Thailand

51. The Tourism Authority of Thailand (TAT) immediately adjusted its marketing plans after
11 September. Visitors from the United States and Middle East are expected to fall sharply
and the marketing emphasis will shift to origin markets closer to home, such as the
Association of South-East Asian Nations (ASEAN) member countries, East Asia and
Oceania. The former marketing budget for the United States will be switched to these
markets and campaigns will target groups such as those who were intending to go to the
United States, young travellers, honeymooners, long-stay senior travellers and also the
corporate meetings market.

52. The market positioning will be to emphasize Thailand as a peaceful, discrimination-free
Buddhist destination as part of the marketing message. At the same time visitor security
measures will be stepped up.

53. These two brief cases illustrate two general reactions: (a) marketing funds will be switched
from unpromising origin markets to more promising ones, and (b) pragmatic and
opportunistic adjustments will be made to marketing campaigns; destinations will seek to
exploit comparative advantages and distance themselves from as many of the current
geographical, religious and cultural risks as possible. Tourism destination marketing has
always been competitive; it is likely to be ruthlessly so in the next few months.

3.3. The travel industry

54. There is no room here to list all the effects on the industry worldwide, but the following
examples serve as useful indicators:

! Marriott Hotels in the United States claims that revenues for September are 25 per
cent below those of the previous year (but, importantly, also states that they were
10 per cent down on 2000 prior to 11 September, reflecting a weakening national
economy).

! Marriott also claims that, of the 2 million employees in the United States’ hotel
sector, 50 per cent have either lost their jobs or have been put on short-term/part-time
work.

! If demand for travel within the United States remains 35 per cent below normal, as it
has in the month following 11 September, Carlson Companies claims that 3.8 million
jobs would be lost in the country; if the situation “improves” to a point where the
demand is only 20 per cent below last year, job losses would total 2.2 million (around
12 per cent of the total sectoral employment of 19 million).

! The American Society of Travel Agents (ASTA) has predicted that travel agents’
revenues for 2001 will be $9.9 billion compared with $13.4 billion in 2000; for 2002
ASTA is predicting revenues of just $5 billion and potential job losses in excess of
100,000.

! The Air Transport Association of the United States expects that total revenue
passenger miles will be down by 39 per cent in the fourth quarter of this year, down
23 per cent in the first quarter of 2002 and down 13 per cent in the second quarter; by
the third quarter traffic will be back at 2001 levels.

! In addition to the US tourism industry, there will be substantial job losses across some
European countries as travel agents and tour operators shed labour. There may be
some similar effects in Asian markets such as Japan.
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! Club Méditerranée has announced the winter closure of 15 of its villages in the
Caribbean, Central America, Africa, Middle East, Europe and one in Malaysia, and a
50 per cent cut in its planned capital expenditure programme next year, in the face of
reduced bookings, plus the closure of four to five more where there are prospects of
substantial losses arising. This will result in a 15 per cent reduction of worldwide
capacity.

! Nonetheless, there are also more positive signs. Leading members of the German tour
operating and travel agency business by the second week of October were reporting a
return of travel demand to European destinations and to some long-haul destinations
(mention was made of strong demand for travel to the Canary Islands, Austria, Italy,
France, Switzerland and, in the long-haul segment, to Kenya, South Africa and the
Caribbean); they point out that German travel to the United States represents a small
proportion of their revenue and thus exhibit few public fears about the financial
effects of weak demand for the United States on their businesses.

! On a global basis, however, the effects of economic recession on travel should also be
borne in mind; while 11 September made matters worse, demand was already
weakening in many markets and some job losses would have happened anyway.

! The airline industry (the subject of another ILO meeting) is likely to lose more money
in 2001 than it has ever done in one year, sustain further losses in 2002, see capacity
cut on the North Atlantic by perhaps 20 per cent and be put into a position from
which it will find it hard to “prime the pump” of returning demand in due course.

! There will be some upward pressure on air fares due to poorer aircraft utilization and
higher security and insurance costs, but their effects could be less than feared if fuel
prices remain low.

! While the greatest pressure currently is on the airline industry, sectors such as hotels,
restaurants, car rental and cruise ships are also at risk, as are travel trade members in
tour operating and travel agencies; such subsectors derive their demand from
underlying travel volumes and all are at risk. Furthermore, the loss of US customers
and (in some markets) possibly Japanese customers also will have wider impacts in
areas such as specialist retailing (“designer” and luxury products, or cultural centres
such as London’s theatreland, for example, which rely on travellers for many of their
sales).

3.4. In summary

55. To summarize, six weeks after 11 September, the impact on the global travel and tourism
sector has broadly been as follows:

! In the United States, there has been a fall of 30-40 per cent in demand for all travel
and travel-related services, which to date shows little sign of improvement.

! In Europe, following a similar and drastic reduction in demand in the three to four
weeks following 11 September, there are signs that domestic and intraregional travel
demand is recovering; demand for long-haul travel, and especially transatlantic travel,
remains the weakest element.

! In Asia, an immediate fall in demand also took place but, again, there are some
indications of recovery in regional markets; once again, long-haul travel, and
especially trans-Pacific travel, remains the weakest element.
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! Tourism destinations across the world are adjusting their marketing programmes to
address origin markets nearby; marketing to long-haul origins (with some exceptions)
is likely to be reduced for the next few months.

! The travel and tourism sector has undergone a sharp reduction in employment as a
direct consequence of 11 September but this should be seen against the background of
weak global economies. The knock-on effects for secondary employment in related
sectors may also be quite severe.

! In the United States, job losses may quickly reach 10 per cent of sectoral employment
and could go further in the months to come. In Europe and Asia the effects are likely
to be less severe; in some destination regions which are dependent upon the US travel
market, severe employment losses are to be expected.

4. Key issues

4.1. Possible scenarios

56. Six weeks after the terrorist attacks in the United States and the follow-up US air strikes in
Afghanistan, the situation remains too fluid to predict with certainty the effect on the
tourism industry. The extent to which the tourism world is disrupted will depend on the
length and shape of the current crisis.

57. For the purposes of this paper, the “best-case scenario” is taken to be one in which no
further terrorist outbreaks occur. At the other end of the scale, the “worst-case scenario”
could include other major terrorist outrages in the United States, the outbreak of terrorism
in other countries and an ongoing war in Afghanistan which spreads to other regions. In
between these two extremes there are of course many variables. Factors worth considering
include the following:

– To what extent would an escalation of war in Afghanistan restrain travel in other
regions of the world?

– With fears over the increasing number of anthrax outbreaks in the United States, is it
likely that the country will become a “no-go” area for tourism from both international
travellers and the domestic market?

– If the acts of terrorism and/or military reaction increase and/or spread to more
countries, to what extent will this totally stifle demand from the international
travelling public?

58. Prior to 11 September, economic recession was weakening travel demand (after growth of
7.4 per cent in 2000, the World Tourism Organization was predicting growth of 2.5-3 per
cent in 2001, now reduced to 1.5-2 per cent to reflect 11 September). To this economic
environment has been added uncertainty; travellers’ instinct is now to stay close to home.

59. However, since markets react differently and the profiles of tourism destinations vary,
there are likely to be some very different responses to the crisis around the world. This
section summarizes some of the likely responses in the different destination regions.
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4.1.1. Travel to the United States

60. Travel to the United States is, for the immediate future, going to be severely curtailed from
almost all markets. A vision of the collapse of the twin towers of the World Trade Center
has imprinted itself on the minds of the world’s travellers; together with the threat of
chemical or biological attacks and the real fear of anthrax, the US industry is very
vulnerable; an immediate recovery seems unlikely. No one is sure whether, when or where
there will be further attacks, but all markets are instinctively watching and waiting.

61. From Europe, leisure travel – which accounts for around 70 per cent of all travel from
Europe to the United States – includes a large market for Florida, one of the centres of the
current anthrax outbreak. As a result, this destination is likely to remain “on hold” at least
until the situation clarifies. Equally, New York and New England, other popular regions
for the European market, are still regarded as too close to the scenes of outrage for
comfort.

62. The other major overseas market for the United States – Japan – is also unlikely to recover
until a level of confidence returns that the United States is not going to be targeted again.
Hawaii, particularly, is heavily dependent on the Japanese market (64 per cent of non-US
visitors are from Japan), as is the overseas territory of Guam (84 per cent), and the
industries here will be severely affected.

63. If the situation in the United States stabilizes quickly, then demand from Europe could
begin to pick up quite rapidly. Europe accounts for 23 per cent of overseas travel to the
country and the market generally can be quick to move back on track. The reaction of the
United States major European market, the United Kingdom, in particular – which accounts
for over 40 per cent of the whole European market, and is well over twice the size of that
from Germany – could play a major part in stimulating growth. Demand from euro-zone
countries may remain subdued on economic grounds, however, even if the terrorist threat
abates.

64. The worst-case scenario would all but halt discretionary travel to the United States for the
foreseeable future. Should this happen, the economic ramifications for the industry would
go far beyond the United States and would have an unprecedented and devastating impact
on tourism around the world.

4.1.2. Travel to Europe

65. In Europe, the world’s biggest tourism destination, travel is already showing some signs of
recovery. For the dominant intraregional travel, under the best-case scenario it seems likely
that travel will not be badly dented. Europeans will continue to travel within their own
continent. While travel to the eastern Mediterranean and the whole of the Middle East is
unlikely to come back in the short term, destinations such as Spain, France, Italy and
Portugal may well benefit from substitution destination choice.

66. The US market is, however, a significant element of Europe’s tourism, particularly in key
cities such as London and Paris and tourist destinations such as Venice and Stratford-on-
Avon. (A mid-October report on London’s hotel occupancies during the month of
September indicated that an overall fall of 17 per cent had taken place, with business from
the United States down 40 per cent). It will clearly be some time before travel from this
market begins to pick up. These travellers are recognized as high spenders, and a reduction
in their number could have a considerable impact on the up-market hotel groups as well as
a knock-on effect for a large number of industry segments such as taxi drivers, the retail
trade and the entertainment industry. Equally, long-haul travel from Asia, especially from
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Japan – whose spending patterns also have a big impact at the top end of the tourism
industry – can be expected to be lacklustre for the next six months at least.

67. The outlook under the worst-case scenario, in which terrorist or biological attacks, or even
instances of unrest occur in Europe, would be very different. Such events would both
choke demand from Asia and North America, and completely change the intraregional
travel patterns of Europeans themselves. Depending on the scale and location of any
violations, travel within Europe would, at the very least, be redirected away from the scene
of action and domestic travel would probably benefit. In the extreme, even the almost-
obligatory annual holiday of most Europeans would be in question. Business travel – a
major element of intra-European travel and from North America and Japan – would
equally feel the brunt. Companies which have already curbed employees’ travel in
response to the current economic climate would be likely to impose further restrictions –
again having a major impact on the top end of the industry.

4.1.3. Travel to the Middle East

68. The Middle East’s tourism industry is perhaps in the least enviable position of all regions
at the current time. Until recently, countries such as Egypt, Lebanon and Dubai were
growing strongly but the 11 September events have pushed the entire region into the
spotlight. The prospects for tourism for the present look poor. Intraregional travel could be
relatively unaffected but the leisure markets from the West and Japan are unlikely to show
any interest in visiting the region until the current crisis stabilizes.

4.1.4. Travel to Africa

69. Tourism to Africa will inevitably suffer as a result of the current crisis, particularly
because most high-revenue tourism to the continent is long-haul (with Europe accounting
for 76 per cent and North America 11 per cent). It is this long-haul market that is likely to
take most time to recover from the current crisis. The major market for sub-Saharan Africa
is Europe, particularly the United Kingdom; providing the global economic downturn is
not too sharp, there could well be some substitution to Africa away from other areas such
as the Middle East or India, that could be regarded as more “risky”. The exception to this is
likely to be North African destinations such as Morocco, which have been seeing strong
tourism growth but this position could change relatively quickly.

4.1.5. Travel to Asia and the Pacific

70. Tourism in the Asia-Pacific region is primarily intraregional and, in the best-case scenario,
this is likely to pick up fairly quickly. This market is led by Japan, however, and much will
depend on that country’s reaction. The Japanese market has so far been relatively immune
to the country’s economic troubles and, barring further terrorist outrages, past precedent
suggests that Japanese travel will resume; the region should benefit from a desire to travel
near to home.

71. For many countries in Asia the European market, particularly the United Kingdom, is of
major importance. (As an example, Europe accounts for almost one-quarter of all arrivals
in Thailand, 15 per cent in Indonesia and 13 per cent in the Philippines.) While there has
been nervousness within Europe for all long-haul travel, barring further incidents, travel
should begin to resume to areas that are not seen as fundamentally risky. To a certain
extent this is related to how close the destination is to the scene of action in Afghanistan.
Travel to India, for example, which is heavily dependent on the UK market, is likely to
suffer for some time, and countries such as Malaysia and Indonesia (which, in the latter
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case, is already subject to a UK travel advisory), are unlikely to do well from Europe until
the situation stabilizes.

72. Countries in Asia which traditionally receive large numbers of tourists from the United
States – the Philippines, Japan and many of the Pacific islands – will need to direct their
marketing efforts elsewhere since for the foreseeable future it is unlikely that the US
market will venture as far as Asia.

4.1.6. Travel to the Caribbean

73. The Caribbean is heavily dependent on the US market (which accounts for around half of
total arrivals in the region and a larger proportion of visitor expenditure) and for the short
term at least it will suffer from the fact that Americans simply are not travelling. Europe,
accounting for 24 per cent of arrivals, is very important for some destinations. Countries
which have a high proportion of Europeans in their visitor mix – Grenada, Barbados and
Saint Lucia, for example – will do better and are currently targeting the European market
with bargain offers which should increase demand. Countries or territories which are
almost totally dependent on US visitors – such as Aruba, the Bahamas and the Cayman
Islands – are likely to have a more difficult time.

74. In the best-case scenario of no further terrorist outrages, the position of the Caribbean
should begin to improve within a few months, although it may miss the peak winter
season. Once (and if) the US market begins to travel, it could well be, as has happened in
the past, that the Caribbean provides a relatively nearby foreign destination that is regarded
as safe. In a population that is nervous of travelling, astute marketing could capitalize on a
safe destination not too far from home.

4.2. Some labour market issues

75. The World Travel and Tourism Council (WTTC) estimates that there are some 207 million
people employed worldwide in the travel and tourism economy, equivalent to just over
8 per cent of global employment. A 10 per cent reduction in the volume of business –
WTTC’s “best guess” as to the impact of the 11 September attack – would result in an
estimated 8.8 million job losses, of which 1.1 million would be in the United States and
1.2 million in the European Union. (Such evidence as is summarized in this paper suggests,
however, that job losses in the United States could be much higher than that, and those in
Europe perhaps rather lower.)

76. Clearly, employment derived from travel and tourism activities is immediately subject to a
reduction following any exogenous shock which depresses demand. Marginal, part-time or
shift labour in hotels, ground tour and excursion companies and the catering trade are
likely to be subject to immediate falls. Employment in the travel organizers – travel agents,
tour operators, cruise ship operators, etc. – is also very sensitive to sharp short-term
reductions. In reality, many companies in the sector are highly dependent on strong and
regular cash flows to meet their fixed commitments; some are now faced with a struggle
for their very survival. There may well be some very high-profile casualties in any of these
sectors in the coming months. Furthermore, derived demand for labour in service
industries, such as specialized retailing, ancillary airport employment or taxi services,
which depend partly on the traveller are also clearly and immediately at risk.

77. The combination of terrorist threat and recession can be expected to cause severe job
losses in the tourism sector. It is to be expected that the United States will suffer the most,
as also will major urban centres in Europe which draw much of their business from
international travellers, especially American and Japanese visitors. At the other end of the
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scale, vulnerable groups of workers in poor countries’ tourism sectors are also at risk,
where social safety nets may be weak or completely non-existent. While job losses in such
countries may cause severe individual hardship, the greater economic impact is likely to be
in the industrialized world, where inter-sectoral linkages are strongest.

78. Under the best-case scenario it is to be hoped that the WTTC predictions are pessimistic;
under a worst-case scenario, however, the consequences are likely to be far worse.


