NORTHERN TOURISM
Tourism & Transport Forum submission to the Joint Select Committee on
Northern Australia inquiry into the development of northern Australia

APRIL 2014

Tourism & Transport Forum
The Tourism & Transport Forum (TTF) is the peak national advocacy body
for the tourism, transport and aviation sectors. It is a CEO forum
representing the interests of 200 leading Australian institutions and
corporations in the private and public sectors.
TTF uses its experience and networks to influence public policy outcomes
and business practices, and to assist the delivery of major tourism, aviation
and transport-related infrastructure projects. Our members’ interests
include tourism, accommodation, major events, aviation, land and
maritime transport, investment, property development, finance, retail,
hospitality and education.

Cover photo credits clockwise from top left.
Barramundi Gorge, Kakadu National Park: Tourism Australia
Cairns beaches: Tourism Australia
Indigenous experiences: James Fisher/Tourism Australia
Great Barrier Reef swimming: Tourism Australia
Desert Mob 07: Tourism Australia/Tourism NT
Wavepool, Darwin: Darwin Waterfront Corporation
Darwin Airport terminal: NT Airports
Southern Coral Coast: Tourism Australia/Tourism WA

For further information please contact:
Justin Wastnage | Director, Aviation Policy |Tourism & Transport Forum (TTF)
T: 02 9240 2034| E: jwastnage@ttf.org.au | www.ttf.org.au | @TTFAus

Contents

EXECUTIVE SUMMARY

4

RECOMMENDATIONS

5

INTRODUCTION

7

Tourism as a super growth industry
The tourism regions of northern Australia
The northern Australian visitor economy
Opportunities for northern Australia in the Asian Century

7
7
8
9

GROWING DEMAND FOR TRAVEL TO NORTHERN AUSTRALIA

10

Marketing and destination development
Major events and business events

10
11

IMPROVING ACCESS TO NORTHERN AUSTRALIA

12

Air transport
Cruise shipping
Road transport
Public transport

12
16
18
19

IMPROVING THE TOURISM PRODUCT

20

Accommodation supply
Sustainable nature-based tourism

20
22

IMPROVING NORTHERN AUSTRALIA’S COMPETITIVENESS

24

Creating sustainable cities
Containing utilities cost increases
Reducing airline taxes and charges
Improving Australia’s visa regime

24
25
26
28

CONCLUSION

30

For further information please contact:
Justin Wastnage | Director, Aviation Policy |Tourism & Transport Forum (TTF)
T: 02 9240 2034| E: jwastnage@ttf.org.au | www.ttf.org.au | @TTFAus

Executive Summary
Northern Australia contains many of Australia’s largest tourism drawcards. The Great Barrier Reef, Kakadu
National Park and the Bungle-Bungles are among the landscapes and seascapes that make Australia famous
internationally. The Whitsundays, the Daintree and Cable Beach draw domestic holidaymakers year-round, while
in Arnhem Land, The Kimberley and Cape York those looking to walk in the footsteps of our vast continent’s first
people are welcomed as friends.
Visitors will pay a premium for these unique experiences. But there is a limit, especially as growth in visitor
numbers from Australia’s traditional source tourism markets of Europe and North America slows, to be replaced
by the burgeoning Asian middle class. The cost of doing any business in Australia’s north is high, but often for
tourism operators it is prohibitively so, unable to compete with financially better-resourced sectors such as
mining and exploration. Indeed, if it were not for working holidaymakers, the cost of labour alone would force
many tourism businesses to reconsider their futures.
Yet unlike the resources boom, tourism is a sustainable industry with deep connections to supporting
communities. For every dollar spent directly by a visitor on tourism-related activities, another 92 cents flow to the
community through indirect spend. Tourism also creates jobs for all sections of society from the unskilled through
to senior executives.
The government is already considering policy changes to harness the power of the visitor economy. Stronger
marketing, visa reform, better air access, red tape reform and favourable tax treatments are all critical to
boosting the visitor economy nationally, and are key to growing tourism in northern Australia.
The government recognised the transformative power of tourism by singling out the sector as a motor for growth
in both the White Paper on Developing Northern Australia and the earlier Developing Northern Australia – a 2030
Vision. A challenge was laid down to effectively double today’s visitation numbers by 2030. Tourism is a resilient
industry that will rise to the challenge. But it needs government at all levels to help free the industry for
regulation and to support it through promotion. Australia also needs to ensure it has the right product that
appeals to the emerging markets of travellers in Asia.
Tourism & Transport Forum (TTF) is submitting its suggestions on how Australia could meet the opportunity to
expand the tourism industry in northern Australia. The following paper sets out some ideas for how this could be
achieved.
However, the most fundamental principle we advance is that tourism should not be viewed in isolation. Leisure
air traffic needs business air traffic to sustain it; hotels too need a mix of business and leisure travellers.
Therefore, the overarching theme contained within the White Paper of expanding the population and diversifying
the northern Australian economy is sound. If successful an expanded economy will power an expanded tourism
sector and vice-versa. A larger population would provide a stronger labour force for the visitor economy.
Driving tourism depends on a combination of supply-side and demand-side drivers. Firstly, there needs to be
adequate access, either by air, sea, road or rail. Without access, some of the world’s best sceneries go unseen and
best experiences go untasted.
Just as important is product. Australia has fantastic natural landscapes, but in many cases they are not made
available to visitors in the way they want them. But accessible nature is only part of the answer: globally,
manmade attractions outrank natural landscapes in visitor appeal. Australia has too few world-class examples of
the built environment; northern Australia even fewer.
Even with the right product and adequate access, northern Australia’s tourism assets need to be promoted well
overseas and domestically. Here the seeds are already sown with marketing campaigns from Tourism Australia
reinforcing those from state, territory and regional tourism organisations. More coordination will be needed to
ensure there is a brand identity for those destinations north of the Tropic of Capricorn.
Finally, tourism needs government to remove burdens placed upon the industry. For tourism to realise its
potential in northern Australia, its competitiveness must rise. Government can help by reducing red tape and
removing unnecessary regulation and taxation.
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Recommendations
List of recommendations
Growing demand for travel to northern Australia
Destination marketing
 Governments to work cooperatively to identify the ways to overcome the barriers to doubling visitation to northern
Australia by 2030
Business events funding
 Government to continue to provide support, particularly for events hosted in northern Australia.
Improving access to northern Australia
Air transport
 State and territory governments to consider the long term sustainability of airline routes and services in their
attraction activities
 Federal government to review aircraft tax depreciation schedule
 Government to investigate mechanisms by which it could assist interstate routes within northern Australia deemed
economically essential
 Progress free trade agreements with key Asian nations as a priority to grow the produce export sector
 Provide federal grants for investment in irradiation and cold storage facilities at northern airports to facilitate
greater fresh produce export opportunities
 Investigate a lightweight model for customs, immigration and quarantine processing at regional airports to greet
infrequent international flights
Cruise shipping
 Encourage further development of cruise ship berths in Darwin including a fuel bunkering facility
 Ensure the needs of civilian shipping including cruise are taken into consideration by the Department of Defence
when upgrading Exmouth Navy Pier
 Ensure the exemptions under the Coastal Trading Act are extended to small, high-yielding expeditionary vessels
under 5000 tonnes gross registered weight.
Road transport
 Federal government to work with states and territories to harmonise vehicle registration standards


Investigate funding options to seal key regional and remote roads in northern Australia

Public transport
 Federal and territory governments to consider funding of a new ferry terminal in central Darwin.
 Ensure tourism is considered in any future review of Queensland Rail services to Tropical North Queensland
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Improving the tourism product
Boosting accommodation supply
 Review the capital works deduction for tourist accommodation to ensure that the deduction aligns with the
economic use of tourist accommodation to incentivise new supply and refurbishment of existing stock
 Encourage state, territory and local governments to adequately enforce planning and building regulations to
prevent uncompetitive industry practices, safeguard visitors staying in informal tourist accommodation, and protect
residential amenity.
 Fully utilise the Tourism Major Project Facilitation service to assist major tourism projects through the development
process, particularly in northern Australia.
Ensuring sustainable nature-based tourism
 Ensure consistent, long-term funding support for tourism visitor infrastructure and parks management in and
around key national parks and reserves
 Ensure funding and regulatory support for private investment in the development of nature-based experiences and
iconic accommodation options
 Encourage projects that showcase indigenous Australia
 Ensure that minimising environmental and reputational risks to the Great Barrier Reef and other iconic natural
assets continues to be at the forefront of any government's decisions
Improving northern Australia’s competitiveness
Creating sustainable cities
 Government to create favourable conditions for the permanent relocation of population to northern cities
Containing utilities costs
 Contain water and electricity costs at levels that do not damage the commercial viability of tourism businesses in
northern Australia
 Continue to work towards increasing the share of renewable energy
 Support the work of the Daly River Solar research project to encourage the creation of mini solar grids in northern
Australia.
Reduce airport charges
 Reduce the passenger movement charge rate for short-haul destinations from northern Australia.
 Set a national maximum for airport security charges through government offset
Improving Australia’s visa regime
 Rapid implementation of online visitor visa processing, including key markets of interest to destinations in northern
Australia such as Indonesia, China, the Philippines, Timor-Leste and Papua New Guinea
 Expand the working holiday maker scheme, extending the eligibility for a second year visa to those who work in
regional tourism
 Expand the working holiday maker scheme to additional nationalities with a particular focus on Asia
 Address business visa barriers for travel between Australia and Papua New Guinea
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Introduction
Tourism as a super growth industry
Manufacturing is declining. The mining investment boom is waning. Against the backdrop of an economy in
transition, tourism continues to emerge as one of the foundations of Australia’s future prosperity.
The significant potential of Australia’s tourism industry was highlighted in the recent Deloitte Access Economics
report, Positioning for Prosperity. The report identified tourism as one of Australia’s five super growth industries
capable of delivering an additional $250 billion to the national economy over the next 20 years 1.
Australian tourism offers high-employment opportunities, a rapidly expanding customer base and a strong
competitive advantage. Already, tourism is Australia’s largest service export, employing almost twice as many
people as the mining industry, and generating expenditure in excess of $100 billion every year - more than all our
primary industries combined.
Unlike those industries, however, there is still significant room for growth in tourism, driving the next generation
of economic growth. Northern Australia in particular stands at the forefront of this opportunity, due to its world
famous natural assets and its proximity to Asia.

The tourism regions of northern Australia
In keeping with the geographical definition contained within the terms of reference for the white paper, TTF in
this submission generally refers to the northern Australia region as those locales north of the Tropic of Capricorn,
as well as the town of Alice Springs. This area of over three million square kilometres does not neatly overlap
with the tourism regions as defined by the Australian Bureau of Statistics (ABS) in consultation with national and
state or territory tourism organisations, nor do they match the boundaries of regional tourism organisations.
TTF welcomes Prime Minister Tony Abbott’s commitment to include Alice Springs within any northern Australian
plan.2 The Northern Territory is an
interesting case in this arbitrary divide,
with its second most important
population centre, Alice Springs, lying
some 60km to the south of the Tropic
of Capricorn but the surrounding
tourism region, MacDonnell, lies mainly
inside the northern Australia definition
and is serviced from Alice Springs.
Indeed, most communities as far north
as Elliott, some 750km from Alice, rely
on the town as a transport hub.
LASSETER

In the context of the northern
Australian visitor economy, it is also
useful to examine the contribution of
the Lasseter tourism region, the strip of
central Australia that includes both
Kings Canyon and the Uluru-Kata Tjuta
National Park. These are the most
significant visitor assets in the Northern
Territory and have a large impact on
the economies of Alice Springs and
even Darwin.

1
2

Deloitte Access Economics, Positioning for Prosperity? Catching the next wave, 2013
Alice Springs incorporated in the Northern Australia White Paper, NT NEWS February 28, 2014
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In Queensland, eight of its 13 regional tourism organisations (RTOs) lie either wholly or partially within the
northern Australia region3, while in the NT, all of Tourism Top End and much of Tourism Central Australia lie
within the zone. Western Australia has the best geographic fit, with its northern Australian zone almost
exclusively falling into its Australian North West (with Exmouth and Ningaloo Reef the notable exceptions).
The extent to which any of the reforms proposed in this submission are possible relies on what legal form
northern Australia takes. There are several different jurisdictional options open for discussion, with varying levels
of complexity and potential outcomes.

The northern Australian visitor economy
In the last financial year, the tourism regions of northern Australia (including the entire NT) received 985,000
international visitors (some 17 per cent of all international visitors). To put this in context, the vision paper
originally released by the federal Coalition sets a target of two million international passengers to northern
Australia by 2030. Collectively, the region recorded 6.3 million domestic overnight visitors (eight per cent of the
total) and 843,000 domestic day trippers (less than one per cent). Visitors stayed a total of 51.7 million nights and
spent well in excess of $8.6 billion, representing at least 10 per cent of total visitor spend across Australia.

Looking specifically at Tropical North Queensland (TNQ), the visitor economy is the single largest employer.
Tourism is a vital industry for the region, generating one tenth of all economic activity. The estimated $2.2 billion
spent each year by visitors supports 19,000 direct tourism jobs in TNQ, which will rise to around 26,000 by 2015.
In the Whitsundays, further to the south, some 18 per cent of the economy is generated by tourism.
In the Northern Territory, meanwhile, tourism supports 2300 businesses4, employing 16,000 people and
accounting for 13.1 per cent of territory employment5. Tourism contributes up to a quarter of local economic
output6 in the Barkly and MacDonnell tourism regions.
Data is harder to source for northern WA. To take one success story, the Shire of Exmouth, home to the World
Heritage accredited Ningaloo Reef, is one of the fastest growing regional towns in Western Australia and attracts
more than 150,000 tourists per year.
In recent years, however, tourism to the Top End of the Northern Territory and to the Kimberley in Western
Australia has not kept pace with the growth around the country. In the decade ending June 2013, for example,
the NT experienced a 21 per cent decline in international visitor arrivals – the only state or territory to do so.
Even within the past five years, when domestic travel has increased modestly within and to most other
jurisdictions, the NT has seen a decline of 12 per cent in overnight trips7.

3

Capricorn Enterprise, Fraser Coast Opportunities, Gladstone Area Promotion and Development, Mackay Tourism, Outback Queenslan d Tourism
Association, Tourism Tropical North Queensland, Tourism Whitsundays, Townsville Enterprise.
4
Tourism Research Australia (TRA, 2013) – Tourism Businesses in Australia June 2010 to June 2012
5
TRA (2013) – State Tourism Satellite Accounts 2011-12
6
TRA (2011) – The Economic Importance of Tourism in Australia’s Regions
7
TRA (2013) – International and National Visitor Surveys, June 2013 editions
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The situation in Far North Queensland is improving. Cairns Airport is now adding international capacity again
after experiencing a drop of around half compared to the record highs of 2006. Townsville no longer has
international flights and Mackay has suffered turbulent times in sustaining interstate leisure services.
Australia’s North West has suffered some decline in international visitors in recent years, with a 1.7 per cent drop
in 2012, relative to the same period the year before. Much of this is related to its lack of international flights and
the high cost of domestic flights for leisure travellers competing with mineworkers.

Opportunities for northern Australia in the Asian Century
Northern Australia’s proximity to Asia continues to present a significant opportunity to capitalise on the
increasing propensity of these countries to travel, with Darwin representing one of the closest hubs for
international and connecting services. Cairns is closer to Indonesia than it is to Sydney, while Broome sits on the
doorstep of Malaysia and Singapore and is in China’s time zone.

Tourism Research Australia (2013) – International and National Visitor Surveys, June 2013 editions

Export earnings from Asia have grown significantly since the start of the century, from 40 per cent of all tourism
exports in the financial year 2000-01 to 48 per cent in FY 2013-14. While China has seen the most significant
growth over the period, there has been significant growth from a number of other Asian markets, including India,
Indonesia, Malaysia and Korea.
Despite this enormous opportunity, northern Australia is at present falling behind other Australian jurisdictions in
capitalising on the benefits of a booming Asian visitor economy. The three jurisdictions covered by northern
Australia, Western Australia, the Northern Territory and Queensland, currently receive lower proportions of their
total international visitors from Asian markets than the southern states (see graph above).
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Growing demand for travel to northern Australia
With its world-class natural assets and its proximity to key Asian markets, northern Australia has the potential to
be an enormous drawcard for both domestic and international visitors. However, visitation to the region’s most
iconic attractions remains low compared to those of the major southern states. More international visitors go to
Sydney’s Manly beach or Victoria’s St Kilda than to Uluru or the Great Barrier Reef, despite being far less
prominent8.
At present, although a tenth of international visitors to Australia make their way to the Great Barrier Reef,
northern Australia’s other drawcards record far lower scores. The greater Port Douglas area, including Cape
Tribulation and the Daintree, features in around four per cent of international visitors’ itineraries, with only a
slightly smaller number visiting either the Whitsunday Islands or Fraser Island9.
However, one of Australia’s iconic images, that of Uluru, only persuades three per cent of international visitors to
make the trip to see the rock and Kata Tjuta (Mount Olga) in person, while only one per cent visit either Kakadu or
Litchfield national parks. WA’s key northern attractions, Ningaloo Marine Park and Purnululuonly (Bungle
Bungles), capture less than a third of one per cent respectively of international tourists10.
While the images of these iconic natural assets are often used to attract international visitors to Australia, the
powerful marketing pull of the major cities, Sydney and Melbourne, ultimately delivers them a far greater share
of international visitors than regional areas. The challenge for northern Australia is to convert the enormous
recognition of its natural icons into greater visitation numbers.

Marketing and destination development
Working hand-in-hand with the physical supporting infrastructure like aviation and land transport connections is
destination marketing. Adequate resources must be devoted to tourism marketing to bolster demand for
northern Australia’s visitor assets.
In Western Australia, Queensland and the Northern Territory, there are substantial resources, both from state
and territory government funding and contributions from private sector partners, allocated to the main state or
territory tourism organisations (STOs). Collectively, the three jurisdictions are due to expend an estimated $235
million in 2013-14 on tourism marketing, destination development, and support and attraction of major events
and business events.
STOs must prioritise how their marketing resources are spread over the vast areas of the northern states. While
Queensland and WA both have capital cities and major destinations in the south of their respective states, STOs
also work to increase regional dispersal by providing funding and planning support for regional destinations.
As each jurisdiction works to meet its 2020 goal of doubling overnight visitor expenditure, STOs are increasingly
targeting high-yielding international visitors in key growth markets. In its last budget, the Northern Territory
government provided an additional $6 million to Tourism NT (TNT) for international marketing, while Tourism and
Events Queensland (TEQ) has recently announced that it will be reallocating resources to focus on key growth
markets in China, Singapore, India and Indonesia, with greater in-market representation in those countries. This
marketing effort has the potential to deliver significant dividends for the regions of northern Australia as demand
is stoked for the product on offer.

8

Tourism Research Australia (2013) – International Visitor Survey, unpublished data
ibid
10
ibid
9
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Major events and business events
Major sporting, cultural, music and food events, and business events like conferences, meetings and exhibitions,
create reasons for people to travel.
Attracting and developing major events is a strategic objective of Australia’s state tourism organisations and one
of the priorities for the nation’s Tourism 2020 targets of doubling overnight visitor expenditure. Major events can
generate major economic activity and are a key driver in attracting domestic and international visitors.
Importantly, STOs are increasingly investing in and developing destination-based events to create demand for a
destination and deepen the consumer experience.
In northern Australia, there is significant investment in events to help drive visitation. Tourism Western Australia
administers a regional events scheme, co-funded by the Royalties for Regions program, which provides funding
support for events that will prolong visitor stays and boost tourism income for regional communities. The
Northern Territory hosts a V8 Supercar Championship round in Darwin, as well as a number of music and
community festivals in regional centres like Alice Springs.
In addition to sporting and cultural
events,
business
events
–
conventions,
exhibitions
and
meetings – are also a key driver of
demand for visitation.
Northern Australia has established
business events facilities and
supporting infrastructure, most
prominently in Queensland where
four out of the state’s seven
convention bureaux are located in
the northern Australia region, with
Darwin also hosting a major
convention centre.
International visitors coming to
Australia to attend a business event
Tourism Australia
produce higher average spend than
Australians attending the same trade event, often up to one-fifth more at $2,960 compared with $2,456 for
domestic attendees. There is a similar differential for day trip business events visitors ($126 vs $105) and a 40 per
cent differential for domestic overnight business events visitors ($956 vs $671). These high-yield international
visitors have the capacity to make an important contribution towards the visitor economies of northern Australia.
Major events are an important way for northern Australia to mitigate the seasonality of demand associated with
leisure travel. A strong, consistent events calendar provides tourism operators with increased certainty of
patronage throughout the year, acting as an incentive for private investment.
Convention centres in Darwin, Cairns, Townsville and Mackay are well positioned to capitalise on increased
business event activity from the Asia Pacific region, including the lucrative conference and incentive markets.
Northern Australia should seek to attract niche international and domestic events from key source markets,
leveraging the region’s proximity to South East Asia.
RECOMMENDATIONS

▪

Governments to work cooperatively to identify the ways to overcome the barriers to doubling
visitation to northern Australia by 2030

▪

Government to continue to provide support, particularly for events hosted in northern Australia
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Improving access to northern Australia
Air transport
Aviation access is crucial to the development of tourism in northern Australia as well as the economy in this
region more generally. Over the past decade, the decline in Japanese tourism has led to a decline in international
services to Cairns, while Darwin has aggressively targeted new international routes. Domestic services have
strengthened to both these cities, as well as to other points in the northern Australia zone.
The differing fortunes of the region’s two international airports, Cairns and Darwin, are symptomatic of the wider
economy. While Darwin has been building its services steadily, due in part to the resources boom, Cairns is
rebuilding its international air connectivity after a decline linked to the slowdown in Japanese tourism.
Tourist traffic alone will struggle to generate yields high enough for sustained commercial flights. Business traffic
and freight must be encouraged alongside passenger air transport if the north is to unlock its true potential.
Northern Australian airports meet many of the criteria for attracting international air services to smaller airports,
as outlined by the regional airports study11, such as being within narrowbody aircraft range of Asia and a high
local propensity for outbound travel. What they lack, often, is destination appeal or border agency staffing.
CRITERIA FOR ATTRACTING INTERNATIONAL AIR SERVICES
Essential Criteria
Existing proven market
Destination appeal and awareness
Population greater than 100,000
High volume inbound
Ongoing destination infrastructure investment
Growth in economic development within the region
Existing airport infrastructure

Desirable Criteria
Mix of passenger segments
Within narrow-body range of major international markets
Local propensity to travel outbound
Freight
Domestic feeder traffic
Existing border processing capabilities

State and territory governments in northern Australia provide marketing assistance and other funds to help offset
the start-up costs airlines face when commencing services on a new route. Yet without a sizable population,
routes can become too reliant on leisure and too seasonal to be feasible. Thus, airline attraction must be viewed
equally through the prism of a wider economic developments strategy of any northern city.
The Northern Territory and Queensland have each adjusted their priority in airline assistance away from
attracting new carriers towards creating an environment that both supports existing carriers and also paves the
way for new entrants through building connections and onward points. Existing airlines serving Cairns and
Darwin are being fostered and encouraged to build on existing services with additional frequencies and routes.
This should help to mitigate the cyclical shock of brief, unsustainable services entering and exiting these markets.
This approach is welcome and should be promoted through any northern Australian initiatives in this area.

Encouraging stop-overs
Successive federal governments have supported Darwin and Cairns in attracting foreign carriers by exempting
them from capacity restrictions imposed by bilateral air services agreements through both the Regional Package
and subsequent Enhanced Regional Package.
There has also been a stated ambition of the NT government to develop Darwin as a stopover hub, analogous to
Hong Kong or Dubai, for Australians holidaying in Asia or Asians holidaying in Australia. A smaller scale example
would be Iceland, where the use of medium-range jets able to fly to both North America and Europe, makes a
niche stopover market feasible12.
However, unlike international examples where a state-owned carrier is often also involved, the ownership clause
in the Air Navigation Act restricts international flights from Australia to airlines with an Australia majority
shareholding, thus restricting the ability of the foreign subsidiaries of Australian airlines or foreign airlines
operating domestically within Australia from stopping over in Darwin en route to Asian ports.

11
12

Regional Airports Project, Stage 3 final report, Airbiz for the Department of Infrastructure and Transport, November 2012
Long-term strategy for the Icelandic tourism industry, Íslandsstofa (Promote Iceland), February 2013
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If a carrier were to offer a flight from Melbourne or Sydney then on to Singapore or Manila, a different crew and
aircraft operating under a separate Aircraft Operators’ Certificate would have to be used for each leg. This is an
inefficient use of aeronautical assets and prevents the development of northern airports as stopover hubs.

Promote regional air links
At present, air links between northern Queensland, the Northern Territory and northern Western Australia are
poor by national standards. Although the two largest cities, Darwin and Cairns, have direct air links, elsewhere
across the north backtracks and fuel stops are required.
The markets of northern cities are insufficient in size to sustain direct services between them. Other federated
countries, such as the USA13 or Brazil14, give priority to linking economic centres regardless of state boundaries. In
Australia, however, the current regulatory framework around air services is largely intra-state focused, with the
exception of a federal scheme focused on primarily indigenous remote communities.
In northern Australia the governments of Queensland and Western Australia regulate and, in some cases,
subsidise a number of regular passenger air services within their borders to provide greater stability and
encourage market development of low volume routes. The threshold level of passengers varies and once
patronage reaches more sustainable levels, the routes may be opened up for competition.
Although interstate routes have previously attracted direct federal assistance (notably those between Tasmania
and mainland Australia between 1981 and 1984 15), the practice remains rare today. The federal government
currently has two mechanisms by which interstate air routes can be supported.



The remote air services subsidy (RASS) scheme subsidises air transport services to ensure the carriage of
passengers and urgent supplies to communities in remote and isolated areas of Australia.
Additionally, the Department of Infrastructure and Regional development also underwrites air services to
both the Indian Ocean Territories and Norfolk Island by designating them as air services essential both for
the economy of the islands and for federal government administration

Although there is industry hesitation towards greater regulation of air transport, it may be appropriate in
developing sustainable aviation links in northern Australia to investigate mechanisms by which the federal
government could assist those interstate routes within northern Australia deemed economically essential.

Aircraft depreciation
The regional airlines plying the skies of northern
Australia face a further disadvantage relative to
those operating further south in the form of
more rapidly depreciating fleet. The greater
number of cycles (take-offs and landings) an
aircraft has, the greater strain placed on its
fuselage.
Both Virgin Australia Regional Airlines and
QantasLink provide crucial air links in northern
Australia using turboprop aircraft, while Airnorth
operates 76-seat, Embraer 170 Jet aircraft
(pictured, left) on many of its routes.
To make all of these services viable, multiple
stops are often required, adding to the cycles on
Airnorth
the airframe and reducing the aircraft life and
thus resale value. However, unlike regional
airlines operating in much of Asia, regional carriers here have a less generous aircraft depreciation schedule of ten
years, which in turn affects fleet replacement decisions. To avoid this, the government should review its tax
depreciation schedule for aircraft with a view to bring in line with international standards.

13

US Subsidized Essential Air Services Report for October 2012. Department of Transportation. Washington DC, 2012
Programa de Subsídio de Rotas Regionais, Plano Nacional de Formação e Capacitação para Aviação Civil, Conselho de Aviação Civil, Brasilia, 2013
15
Supply Act (No. 2) 1981-82 No. 73, 1981 - Sect. 2., Division 971. Commonwealth of Australia.
14
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Opening new international gateways
Northern Western Australia lacks international services, although both Broome and Port Hedland are designated
as restricted use international airports. A key aspiration by the West Australian government is for Broome Airport
to establish an international connection to Singapore.
Similarly, there is sufficient traffic between Hamilton Island or Townsville and New Zealand to support direct
flights, were these airports to have international designation.
There is currently a paradoxical situation in which moving beyond this restricted status to full international airport
status requires significant infrastructure investment to meet the International Airport Operators’ Guidelines
issued by the Department of Infrastructure and Regional Development on behalf of the border agencies. Yet
without this designation, the cost of customs, immigration and quarantine staff must be borne by the airport
operator rather than the Commonwealth as is the case at full international airports.
At present the smallest team deployed to process passengers on international flights at trial or ad hoc airports is
around 12-16, based on the experience of a three-year trial of trans-Tasman services to Sunshine Coast. Yet this
level of service would be too high for Broome, Townsville or Hamilton Island to sustain, not least since this staff
would be drawn from Perth or Cairns as the closest Customs ports.
On the east coast, there is a case to be made for limited customs presence at restricted airports dealing with
flights from New Zealand. The rationale is that as a trusted and known neighbour, New Zealand is a lower risk
source market. TTF has proposed the creation of small, mobile teams of cross-trained border agents drawn from
the Australian Customs and Border Protection Service but delegated responsibility to clear both biosecurity and
health checks in addition to immigration.
The initial international service to fly to Broome would most likely be from Singapore. Singapore also falls into
the trusted neighbour category of New Zealand, and as such the proposal for lightweight, rapidly deployed
customs clearance teams could be extended to Broome for both limited air services, but also for its cruise ship
terminal.

Develop freight hubs further
The further development of freight exports could help to underpin international and domestic visitor passenger
routes to northern Australia. As northern Australia grows its agricultural and aquaculture sectors, these
industries will provide much of the export opportunities to Asia.
Fresh tropical produce and seafood
commands a premium in many
established Asian economies, such as
Hong Kong, and can be expected to
do so in the emerging Asian
economies as these develop.

Cathay Pacific

Cairns is the strongest candidate to
become the freight export gateway
to Asia of northern Australia. The
service by Hong Kong’s Cathay Pacific
Airways is already heavily dependent
on export of coral trout and lobster
to Cantonese dining tables to make
the year-round service sustainable.
For example, in December 2013
some 384 tonnes of freight were
exported from Cairns to Hong Kong
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and 40 tonnes in the opposite direction. This is almost six times the next largest cargo component from Cairns
(49 tonnes to Japan) and underpins a passenger service of around 3000 in each direction that would otherwise be
marginal16.
As the international gateway for Tropical North Queensland’s primary industries, the prioritisation of an export
strategy centred on fresh produce remains crucial to Cairns and can ensure its long-term viability as a key
passenger destination for international routes.
Yet there are hurdles in the way of expanding fresh food exports from Cairns and other northern Australian
primary industry producing centres. For example, investment will be required in irradiation and cold store
facilities at Cairns and other airports. But such investment will only be feasible once free trade agreements with
China and India and other key Asian markets are signed.
Equally, the current reviews into Commonwealth marine reserves throws this strategy into uncertainty, however,
as commercial fishing is under threat.
Growing the dairy and meat export industry is also a priority for the region. All perishable goods require air
freight and thus help sustain passenger services to northern cities. The broader northern Australia economic
strategy to grow agricultural experts must be combined with transport options for freight corridors linking the
region to its major airports.
Elsewhere in northern Australia there are also massive export opportunities for fresh produce that could help
underwrite passenger services. However, ground transport is inadequate between the agricultural areas and the
nearest international airport. For example, horticultural products grown in the Ord River agricultural belt are
successfully exported to Asia despite the barriers to export in the form of the vast trucking distances to Perth. As
the next stage of the project extends into the Northern Territory, consideration needs to be given to ensuring
adequate road links to Darwin and Kununurra as an alternate fresh produce export hubs.

RECOMMENDATIONS








16

State and territory governments to consider the long term sustainability of airline routes and
services in their attraction activities
Federal government to review aircraft tax depreciation schedule
Government to investigate mechanisms by which it could assist interstate routes within northern
Australia deemed economically essential
Progress free trade agreements with key Asian nations as a priority to grow the produce export
sector
Provide federal grants for investment in irradiation and cold storage facilities at northern airports
to facilitate greater fresh produce export opportunities
Investigate a lightweight model for customs, immigration and quarantine processing at regional
airports to greet infrequent international flights

International airline activity 2009-2013, The Bureau of Infrastructure, Transport and Regional Economics (BITRE), 2013.
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Cruise shipping
Cruise shipping in Australia continues to register double-digit annual growth, with more cruise itineraries
including northern Australia each year. In addition to the rapid growth in cruise ship movements, the size of ships
visiting the region is also increasing, evident in the inaugural arrival of the Cunard Lines Queen Mary II in Darwin
in February this year (pictured below departing Auckland).
Northern Australia is perfect sailing
water for much of the year, with
spectacular scenery inaccessible by land
a major drawcard not only for holidaying
Australians, but also to the growing
volumes of Asian cruise passengers,
given the northern coast’s proximity to
Singapore. Yet aside from Port Hedland,
Darwin and Cairns, all other port stops in
northern Australia require tenders to
shore. While Cairns has world-class
cruise terminal facilities with additional
berths underway, further investment is
needed at the other deep water ports.
Connectivity with land-based tourism
operators is, and will continue to be,
Carnival Australia
one of the biggest issues impacting the
visitor experience if the appropriate
planning does not occur for the arrival of increasingly larger vessels. The movement of large groups of visitors
from a predominantly industrial port is not conducive to providing an integrated and seamless visitor experience.
Port upgrades should include transport links and access for logistics suppliers to and from the port. Over time,
additional investment will be required in wharf infrastructure to accommodate larger ships and house additional
customs and immigration facilities.
In particular, the development of additional cruise and passenger facilities at the Darwin Waterfront is necessary
to support the burgeoning harbour cruise market in addition to longer range vessels. Berthing infrastructure will
provide small to medium size operators greater access to a wider source of visitors in the Darwin area while
complementing the significant urban renewal that has already occurred around the foreshore, including the
Darwin Convention Centre, cruise ship facilities at Darwin Port, and associated hospitality and residential
developments.
Despite the opening of Darwin Port’s dedicated deep water berth and cruise ship terminal at Fort Hill, vessels
occasionally still have to be processed at East Arm Wharf. The current congestion at peak period of the year
could be avoided with the construction of a second major berth and additional smaller berths as the Waterfront
development continues.
Any new development of Fort Hill should also include bunkering facility for marine fuels to avoid the current
situation of refuelling detours.
Elsewhere in northern Australia, Broome Pier needs expansion to accommodate larger cruise ships and civilian
marina infrastructure is required in Exmouth to allow cruise ships to berth in the port, which is currently
restricted to the Australian Navy. In Queensland, Townsville is constrained by the maximum berth size of its
cruise terminal, leaving little alternative for grand class ocean liners but Cairns.
However, over 80 per cent of the cruise ships built since 2008 are too large to access the Port of Cairns, an issue
which will be addressed by the Cairns Shipping Development Project. The project, if approved, would lead to
cruise liner access at Trinity Inlet, resulting in significant growth in cruise ship numbers. The federal government
should prioritise the project as it works through the environmental impact approvals process.
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Expedition cruising
Northern Australia is ideally suited for luxury expedition cruising using small vessels stopping at smaller ports
across the top of Australia from Exmouth to Mackay. However, this kind of cruising has been curtailed by the
costs associated with licensing under the Coastal Trading Act.
TTF strongly supports the ministerial exemption issued by the federal government to cruise ships from the
licensing provisions contained in the Coastal Trading Act. This has been an important measure which has helped
facilitate the growth of cruise shipping in Australia. However, the exemption is only provided to ships over 5000
gross registered tonnes carrying more than 100 guests. Expedition vessels are therefore not classified as cruise
ships in Australia. This has two perverse impacts on the market.
First, it creates an unequal playing field for those ships falling under the exemption, which are not able to offer
similar itineraries to larger ships. Second, it deters a number of operators that have considered operating in
northern Australia but have discontinued those plans or limited their operation due to the cost impacts of the
temporary licensing system.
Ultimately, this is a missed opportunity for regional areas to benefit from cruise ships smaller than 5000 tonnes,
which usually carry high-yielding visitors paying around $1000 a day. Furthermore, the clientele is different from
those cruise passengers on larger vessels. The most prominent example is the National Geographic Society’s
partnership with Lindblad Expeditions, which operates small ship cruises in some of the world’s remotest but
naturally diverse locations. Bringing this calibre of international tourists to northern Australia’s coast should be
actively supported by the federal government by extending the ministerial exemption.
It was announced in March 2014 that a review of the Coastal Trading Act would include cruise shipping
regulation. TTF welcomes this announcement and urges the government to conclude its review in a timely
manner to enable further small ship expedition cruising to develop in northern Australia.

Lindblad Expeditions

RECOMMENDATIONS



Encourage further development of cruise ship berths in Darwin including a fuel bunkering facility



Ensure the needs of civilian shipping including cruise are taken into consideration by the Department
of Defence when upgrading Exmouth navy pier



Ensure the exemptions under the Coastal Trading Act are extended to small, expeditionary vessels
under 5000 tonnes gross registered weight
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Road transport
Rental vehicles
In northern Australia, each state or territory regulates and taxes the vehicle rental industry, making cross-border
rentals costlier than in comparable federal countries. For tourists and business travellers alike, this has made
one-way rentals in northern Australia significantly less attractive than hire-and-return.
Regulatory guidance and legislative instruments in each state have been created without a clear national policy
objective and thus lack the simplicity and flexibility required for a healthy operating environment.

Tourism NT

For operators, this has stymied industry growth, hindered product innovation, reduced the efficiency of the
workforce, made it difficult to determine the compliance task, created a significant administrative burden, and led
to cost inefficiencies. For regulatory agencies, it has fashioned a significant knowledge gap, limited national data
on the size, value and economic contribution of the industry, and created cost inefficiencies.
Yet elsewhere in the country, Tasmania has shown that it can recognise cars registered in other states without
difficulty. TTF calls for regulation and tax reform to ensure the industry has a framework that allows it to invest in
the innovation required to drive the sector forward. There is a clear role for the federal government to play in
harmonising state and territory taxes and regulation for the rental vehicle sector. Northern Australia could be a
pilot program for a broader national reform.
Road projects
There is also some federal funding required to bring some key tourism routes up to a national standard in
northern Australia. There are roads such as the Peninsula Developmental Road in Cape York and the Hann
Highway in north-western Queensland that would be great additions to the self-drive and escorted touring
product portfolio if the remaining sections are sealed. The current partial sealing of both roads means the
Indigenous communities cannot advance adequately and prohibits large numbers of tourists from visiting.
RECOMMENDATION




Federal government to work with states and territories to harmonise vehicle registration standards.
Investigate funding options to seal key regional and remote roads in northern Australia
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Public transport
As Darwin continues to grow, demand for public transport will increase. A coherent public transport strategy will
be required to ensure that both visitors to the city and residents are able to move around easily and to avoid the
traffic congestion problems seen in other Australian cities.
With a relatively sparse population, expansion of the existing Darwinbus network that operates in greater Darwin,
Casuarina and Palmerston remains the most feasible mode of transport in the short and medium term.
Longer term, the city has the
opportunity to capitalise on its
harbour to activate public transport
ferries to the new residential areas
under construction on Cox Peninsula
as well as the planned waterfront
suburbs
of
Weddell
and
Murrumujuk.

SeaLink NT

At present Sealink NT operates the
SeaCat ferry service across the
harbour to Mandorah on Cox
Peninsula (pictured left), but does so
from Cullen Bay Marina rather than
the city centre. As the services
expand,
there
should
be
consideration of the NT Department
of Transport proposal to develop a
ferry terminal in the central business
district close to Knuckey Street on

the Esplanade.
A visible ferry terminal would also encourage day trips to the Tiwi Islands and other points in the harbour by
visitors. The new catamaran service to the islands is underwritten by the NT government to stimulate tourism to
the islands, which are renowned for their aboriginal art but lack overnight accommodation 17.
The NT government has launched a public consultation on the public transport needs of Darwin. This is a
welcome step towards creating a integrated public transport network for the city as it grows.
In Cairns, Sunbus operates public transport throughout the greater Cairns area under a contract with the city
government. The region is also served by Queensland Rail tilt trains, which provide a valuable link to Brisbane
and are an important tourism asset. However, the tourism potential of the train service was not referenced in the
last strategic review of Queensland’s rail network18.
RECOMMENDATIONS




17
18

Federal and territory governments to consider funding a new ferry terminal in central Darwin
Ensure tourism is considered in any future review of Queensland Rail services to Tropical North
Queensland

Faster ferry access to Tiwi Islands returns, Sydney Morning Herald, Traveller, September 24, 2013
Department of Transport and Main Roads, Rail Network Strategy–Policy Guidelines for Queensland’s Rail Network, 2009.
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Improving the tourism product
Accommodation supply
Investing in tourism accommodation development is costlier in northern Australia then elsewhere. The high cost
of labour and imported materials is compounded by higher standards required by building codes to withstand
tropical degradation and extreme weather. These challenges are exacerbated by high seasonal variability. For
example, although the average occupancy rate in Tropical North Queensland was 61.2 per cent in the year to
March 2013, this is an average of periods of very low occupancy coupled with periods of near-saturation.
As in other property markets, residential and commercial development typically provide greater returns for
investors than hotel development.
Despite these challenges, some investment in accommodation stock has occurred in northern cities and
destinations in recent years. The twin-hotel development at Darwin Waterfront by TFE Hotels (pictured below) in
2009 was one of the most significant in recent years, with the Vibe hotel and Adina serviced apartments
increasing the city’s beds by a combined 250.

TFE Hotels

Tropical North Queensland, meanwhile, has concentrated mainly on refurbishments over the past five years as it
recovers from the decline in international tourists it suffered in 2010.
Development costs for new properties have traditionally been partially offset or assisted by state or territory
government money. This reflects the higher cost of development in the north, due to labour and materials often
being brought in from southern states. The relatively small population base also places a strain on the
construction industry, with competition for labour pushing up costs. This in turn has a knock-on effect for the
viability of hotel investment.
There are a range of taxation measures that could be considered to ameliorate these costs, including review of
capital works deductions and depreciation rates. There is a real opportunity for the federal government to revise
its schedule of tax depreciation for both asset classes of tourist accommodation. This would go some way to
levelling the playing field between the north and the south.
The capital works allowance is a tax deduction available for the structural element of a building including fixed
irremovable assets. In respect to tourism property, it covers the hotel, motel or resort building but not the
furniture, furnishings and equipment. It is not limited to new buildings, but includes any redevelopment with
building works.
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Currently, residential and other property types have a capital works allowance of 2.5 per cent per annum which
means the building is written off over 40 years. Manufacturing and tourist accommodation have a capital works
allowance of four per cent, with a hotel currently written off over 25 years. The tourism industry has consistently
argued that hotels are in use 24 hours a day and depreciate much faster than other properties, meaning they
have a shorter operational life than 25 years and making the current four per cent allowance insufficient.
Consultants L.E.K. produced a report19for the Investment and Regulatory Reform working group under the
National Long-term Tourism Strategy, which recommended an additional 50 per cent capital works deduction
bonus as a short term incentive (for three years) for tourist accommodation development. This would see the
investment in the accommodation property being written off over 12.5 years instead of 25 years.
L.E.K. modelling suggested that this incentive would significantly improve the economic return, and ability to
obtain finance, for hotel operators. To ensure that a supply bubble does not occur as a result of this incentive,
however, TTF recommends that the incentive should be for a limited period of time, for example three years.
In Darwin, the issue of seasonality has been compounded by rapid increases in demand from the resources
sector. The resulting demand spike has led to the greater use of informal tourist accommodation – often private
residences sub-let as tourist accommodation – in high season. Without the safeguards, fire precautions and other
health and safety checks of commercial tourist accommodation in place, this style of accommodation may expose
visitors to potential dangers.

Major resorts
In Far North Queensland, significant accommodation supply exists on the coast but new investment is needed in
its major destinations, where the accommodation stock has changed little in recent years.
The release by the Queensland government of up to three new integrated resort casino licences has the potential
to provide the stimulus required to ensure feasibility of new resorts in the state. Of the six consortia expressing
interest in acquiring the licences, four are in northern Queensland, with potential new resorts mooted for Cairns,
Airlie Beach, Proserpine and Great Keppel Island20. A similar redevelopment planned for Townsville’s casino using
an existing licence will also attract international visitors.
Of all the resort developments planned for northern Australia, the Aquis at the Great Barrier Reef Resort
earmarked for Cairns is the most significant. The $4.2 billion development is likely to include nine luxury hotels,
an 18-hole golf course, a 25,000-seat stadium and a cultural heritage centre. If built, this resort has the potential
to propel Cairns and Far North Queensland to prominence in international tourism markets, particularly China.
The federal government has approved, through the Foreign Investment Review Board, the purchase by Chinese
developers of the 340 hectares of land for the Aquis development at Yorkeys Knob. However, the federal
government can go further in its assistance by steering the project through Austrade’s Tourism Major Project
Facilitation service. The service was developed for proponents of significant tourism investments, providing a
central contact person in the Australian government to help guide proponents through both Australian and state
or territory government approvals processes.
RECOMMENDATIONS

▪

Review the capital works deduction for tourist accommodation to ensure that the deduction aligns
with the economic use of tourist accommodation

▪

Encourage state, territory and local governments to adequately enforce planning and building
regulations to prevent uncompetitive industry practices, safeguard visitors staying in informal tourist
accommodation, and protect residential amenity

▪

Fully utilise the Tourism Major Project Facilitation service to assist major tourism projects through the
development process, particularly in northern Australia

19

Tourism Investment and Regulatory Review, L.E.K., June 2011
Strong interest in creating world-class resorts, media release, Deputy Premier, Minister for State Development, Infrastructure and Planning The
Honourable Jeff Seeney, April 2014
20
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Sustainable nature-based tourism
National parks
Australia’s natural assets are an integral part of our tourism brand. In 2012-13, Australia hosted 34.1 million
visitors who participated in nature-based activities including visiting national parks, botanical gardens and wildlife
parks21. This included one in five domestic overnight travellers, one in ten day trippers, and two-thirds of
international visitors – making nature-based tourism particularly important for Australia’s tourism exports. The
propensity for nature-based tourism is even more pronounced among visitors to the regions of Northern
Australia: among international
visitors, for example, 86 per cent
engaged in nature-based tourism,
rising to 100 per cent in some
regions.
These visitors tend to generate
higher yield and stay longer –
international nature-based visitors,
for example, spend 17 per cent
more and stay 22 per cent longer
than the average international
visitor22.
Northern Australia is wellpositioned to capitalise on the
economic benefits of nature-based tourism, as home to six of Australia’s iconic National Landscapes23 - a program
spearheaded by Tourism Australia and Parks Australia that develops and promotes the best of Australia’s natural
experiences to further tourism and conservation goals. Beyond this, tourism also contributes to broader
environmental and social outcomes, providing funding sources and points of engagement for the region’s natural
and indigenous heritage - in particular economic development and cultural preservation opportunities.
Indeed, a recent study by Tourism Australia found consumers from some of Australia’s key inbound markets
viewed Australia’s world-class beauty and natural environment as the third most important factor in selecting a
holiday destination, behind only safety and value for money24. However, capitalising on the potential benefits of
nature-based tourism requires a supportive legislative framework and strategic public investment in critical visitor
infrastructure.
The industry welcomes ongoing federal government support, through Parks Australia’s management of iconic
national parks such as Kakadu and Uluru-Kata Tjuta, where staff develop and manage bushwalking trails, regional
roads, visitor amenities, and other national parks infrastructure. The industry also supports the federal
government’s commitment to developing and promoting nature-based experiences throughout the country.
Appropriate and consistent resourcing for parks management and visitor infrastructure is crucial and TTF
advocates prioritised resourcing for areas most frequented by visitors to maximise return on investment.
The federal government has even greater opportunities to leverage private sector investment in new product and
experiences within parks, including attractions and iconic commercial accommodation. To deliver quality tourism
projects that drive high-yield international visitation, the industry requires federal coordination of planning and
regulatory reform including improved certainty of land use, inter-agency cooperation and long-term lease
arrangements to facilitate private investment in the natural estate.
The industry supports the implementation of initiatives such as the Northern Territory’s Signature Lodges
program, which facilitates the pre-approvals necessary to foster investment in protected areas and provides an
opportunity for identifying, prioritising and presenting appropriate Crown Land sites, reserves and indigenous
lands to the private sector for investment.

21

Tourism Research Australia (2013) – International and National Visitor Surveys
Ibid
23
Parks Australia / Tourism Australia (2014) – Australia’s National Landscapes 2013 Outcome Report
24
Tourism Australia (2013) – Consumer Demand Project
22
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Government funding, planning and regulatory reform in support of nature-based tourism development must take
into consideration benefits for local indigenous communities, which are well positioned to play a key role in the
cultural interpretation and stewardship of protected areas. Policies that recognise the role of indigenous people
in land development and management, including the complexities of local relationships and tenure agreements,
can produce sustainable economic opportunities, supporting social inclusion and environmental conservation
objectives. By improving the involvement of indigenous communities in tourism opportunities, government and
industry can partner to improve local livelihoods and utilise the natural environment as a setting for the
exploration of indigenous culture.

Marine environment
The coastlines of northern Australia are pristine and world-class tourism assets. While domestic tourists flock to
Broome to swim in the southern winter and to Cape York for sport fishing, the Great Barrier Reef stands out as an
international icon and as such needs to be prioritised above all others. The Great Barrier Reef is the world’s
largest and most recognised coral reef system, attracting 2 million visitors each year25. It is an integral part of
Australia’s destination brand, with diving or snorkelling among its abundant marine life on the wish list for many
affluent global tourists.
The reef also supports a whole web of social and community projects up and down the far north Queensland
coast. The recent TTF National Tourism Business Count & Employment Atlas, for example, found the federal seat
of Leichhardt, which takes in Cairns, to be the most tourism-dependent electorate, with 8505 people directly
employed in tourism – 11.3 per cent of the total workforce.
Commercial fishing further offshore and the mineral resources sector are also valuable local employers in the
region. However, the enormous value of the reef to Australia’s tourism industry and national brand requires
proactive management to ensure the protection of its natural values, as highlighted by recent debate over the
potential impact of allowing dredge spoil disposal near the reef and ongoing concerns around the spread of
crown-of-thorns and primary industries run-off.
TTF encourages the Great Barrier Reef Marine Park Authority, as the custodian of the reef’s health, to actively
engage with communities up and down the Great Barrier Reef coast, in the Whitsundays and Mackay to ensure
the socio-economic benefits derived from the reef are shared. The tourism industry is also keen to ensure that
minimising environmental and reputational risks to the reef continue to be at the forefront of any government's
decisions on future development.
RECOMMENDATIONS



Ensure consistent, long-term funding support for tourism visitor infrastructure and parks
management in and around key national parks and reserves



Ensure funding and regulatory support for private investment in the development of nature-based
experiences and iconic accommodation options




Encourage projects that showcase indigenous Australia
Ensure that minimising environmental and reputational risks to the Great Barrier Reef and other
iconic natural assets continues to be at the forefront of any government's decisions
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Tourism and Events Queensland (2013) – Great Barrier Reef Facts
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Improving northern Australia’s competitiveness
The small population sizes and low population density across much of northern Australia constrain the availability
of a skilled workforce, efficient transport connections, infrastructure, and public utilities. This consequently puts
upward pressure on the cost of doing business and consumer prices.
All of the region’s largest centres, like Darwin and Townsville, have expectations that their populations will double
in the next twenty years. This will rely on creating the right national mobility conditions and immigration
regulations. Yet there are other areas in which federal government policy can help to reduce cost and red tape
and improve the region’s competitiveness both against southern states and globally.

Creating sustainable cities
Air connectivity relies on business travellers to underpin leisure fares, hotels require year-round occupancy, and
business events need a calendar of commitments to help sustain infrastructure investments. Tourism needs the
northern cities in particular to become economic hubs in their own right to reap these flow-on benefits.
POPULATION AND PASSENGER MOVEMENTS AT SELECTED CITIES
LOCATION
PASSENGERS
POPULATION RATIO
Hamilton Island
465,300
1,347
345
Karratha
770,950
16,475
47
Broome
413,633
14,436
29
Cairns
4,246,422
150,920
28
Alice Springs
655,245
24,208
27
Darwin
2,005,431
127,532
16
Mackay
1,102,594
81,594
14
Launceston
1,257,145
106,153
12
Hobart
2,091,706
214,715
10
Rockhampton
696,502
77,704
9
Townsville
1,556,579
172,316
9
Geelong
1,400,000
178,650
8
Albury-Woodonga
285,353
106,052
3
Toowomba
19,000
131,258
0.1

The relatively small size of northern cities is
another factor hampering their tourism
potential. While there are a number of northern
Australian destinations whose air traffic is high
relative to their size (see table), often it is too
heavily dependent on one type of traveller. In
the case of Great Barrier Reef Airport on
Hamilton Island or Cairns, it is leisure traffic.
Meanwhile in Karratha, the traffic is largely
resources-related business traffic.

Northern Australian airports already outperform
their southern counterparts in terms of numbers
of flights per head of population. This is chiefly
due to remoteness and lack of alternative
transport. Nowhere is this more pertinent than
Alice Springs, which received 655,000
passengers at its airport in the year to
December 2013, with a population base only a
little over 24,000. Compare this to Toowoomba, a city of 131,260 people, but where only 19,000 flew from its
airport, the remainder preferring to drive to Brisbane.
But as the federal government-commissioned study into regional gateway airports of 2012 concluded, viable air
services need to draw on a large population base at each end of the trip in order to overcome the seasonality or
lopsided traffic flows26. It is also desirable that they have a mix of traveller, including those travelling for business,
for leisure or those visiting friends and relatives.
With the decline in the manufacturing sector in the southern states, there is an opportunity for all levels of
government to create favourable conditions for the permanent relocation of population to the north.
The federal government can also directly influence job creation by locating federal agencies in northern Australia.
This would help to diversify the employment options available in the north. Without being too prescriptive, this
could include defence personnel, government departments and any administration surrounding the northern
Australia initiative.
RECOMMENDATION



Government to create favourable conditions for the permanent relocation of population to
northern cities

26

Regional Airports Project, Stage 3 final report, Airbiz for the Department of Infrastructure and Transport, November 2012
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Containing utilities cost increases
Utility prices continue to be a major impost on northern Australian businesses, including tourism operations. The
vast distances and a networked pricing model in each state or territory have led to expensive electricity rates,
with six Australian states being among the ten highest tariff places in the world for electricity27. Despite this,
generators were charging consumers less than the true cost of provision, leading to some significant price
increases planned for the coming years.
Over the last two years, the Northern Territory government has moved to increase power prices to better reflect
the cost of supplying electricity, with similar changes to the pricing of water. Similarly, the Queensland
Competition Authority has recommended the state’s fixed daily service charges be increased to move the state
closer to the true cost of supply. In remote northern Queensland, the likely future costs of electricity are a
concern to residents, as highlighted by the decision in April 2013 by the former federal government to fund a
feasibility study into the electricity generation required to drive future economic development in North
Queensland, particularly in the Pentland area.
These increases have been large and sudden and have had an enormous impact on the profitability and
competitiveness of private tour and accommodation operators. Much of the northern Australia region also lacks
three-phase electricity, the bulk of it is not connected to the national grid, and many destinations rely on diesel
generators. Recognising the significant contribution tourism makes to regional destinations, including indigenous
communities, it is vital utility imposts are maintained at levels that do not damage the continued commercial
viability of tour operators and accommodation providers in northern Australia.
At the same time, northern Australia is well-positioned to use its natural assets in the generation of renewable
energy. Northern Australia is one of the sunniest parts of the planet, yet very little large scale solar electricity
generation takes place. Similarly, the vast tracts of uninhabited land are ideal for large scale wind farms and the
kinetic energy of tidal flows is greatest off the northern Australian coastline.
In addition to large scale electricity generation using renewables, small scale solar schemes, such as those being
studied through the Daly River Solar research project should offer remote communities and regional tourism
operators the opportunity to create small solar grids in their communities and properties.
RECOMMENDATIONS

27



Contain water and electricity costs at levels that do not damage the commercial viability of
tourism businesses in northern Australia



Continue to work towards increasing the share of renewable energy



Support the work of the Daly River Solar research project to encourage the creation of mini solar
grids in northern Australia

Electricity Prices in Australia: An International Comparison, Carbon Markets Energy report for Energy Users Association of Australia, 2012
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Reducing airline taxes and charges
The passenger movement charge
Tourism is the only export industry in Australia to be directly taxed in the form of the passenger movement
charge (PMC). The PMC is a levy of $55 that applies to all international passengers over 12 years of age departing
Australia, regardless of nationality,
Australia's shortest and longest international air sectors
destination or class of travel. This flat
Component
DRW-DIL
SYD-DFW
tax dampens demand by raising the cost
Distance
720km
13,800km
of travel to Australia. The International
Air Transport Association, for example,
Base fare (one way)
$ 240.00 $
830.00
estimates that if the PMC were
Airline fuel lev y
$
40.00 $
340.00
abolished, an extra $1.2 billion would
Australian International Passenger Serv ice Charge
$
17.14 $
27.18
flow to the Australian economy, more
Australian Safety and Security Surcharge
$
13.45 than offsetting the $700 million in lost
Australian Passenger Mov ement Charge
$
55.00 $
55.00
tax receipts.
US Animal and Plant Health Inspection Serv ice fee

$

5.70

US Immigration Fee

$

7.90

Darwin and Cairns are particularly
sensitive to the PMC due to the relative
US Customs Fee
$
6.20
short distance they sit from Asian source
markets. The PMC is not distanceUS International Arriv al Tax
$
19.70
tiered,
so
Australia’s
shortest
TOTAL $ 365.59 $ 1,291.68
international sector, from Darwin to the
PMC as percentage of fare
15%
4.3%
East Timorese capital Dili, some 700km
So urce: M atrix ITA . Fare co nstructio n: Departure 4 June 2014. DRW TL DIL 216.69NLP X NUC 216.69
over the Timor Strait, is taxed at the
END ROE 1.107561XT 55.00A U 13.45WG 17.14WY 40.00YQSYD QF DFW 749.39SKRUSO NUC 749.39
END ROE 1.107561XT 55.00A U 27.18WY 6.20YC 7.90XY 5.70XA 19.70US 340.00YQ
same rate as Australia’s longest sector
from Sydney to Dallas-Fort Worth, which is more than 13,000km further away (see table, left).
Looking at another sample ticket, from Darwin to Denpasar on the Indonesian island of Bali, the $55 departure tax
is equal to almost half of the airline base fare of $126. As Darwin competes for short break and long weekend
tourism from expatriates based in Singapore and other parts of Asia, its appeal is weakened at the ‘intention to
travel’ stage of booking by the virtue of being $55 more expensive than Australia’s Asian counterparts, most of
whom do not charge a departure tax.
The Taiwanese city of Taipei, for example, is approximately the same distance from Singapore as Darwin, yet leadin fares are S$70 (AU$60) cheaper.
Although further from the core cities in Asia, Cairns too could benefit from a lower PMC, especially in attracting
the price-sensitive Chinese market. Although the market is moving away from organised package tours, Chinese
consumers still seek out value for money, including for lower-priced tickets, which in turn places pressure on
airlines and airports. A reduction in the levy for flights departing any northern Australian airport would help
Darwin, Cairns and potential international airports in Queensland and Western Australia to level the playing field
and offer attractive fares to Asian travellers.

Airport security charges
In addition to the direct PMC tax levied by the federal government on international travellers, Darwin in particular
faces very high government-mandated security charges. As well as charging airlines to use their physical
infrastructure such as runways and terminal, airports also pass on government service charges. These include air
traffic control and firefighting, both provided by Airservices Australia, the government-owned federal air
navigation service provider. These pass-through charges also pay for government-mandated security charges
such as x-ray scanners, checked baggage screening, and passenger screening facilities.
Only the 11 security-designated airports (coinciding largely with those with international designation) have the
highest level of aviation security. Many of the costs associated with this high level of security are fixed, relating to
equipment and infrastructure. Yet Darwin and Cairns airports have lower passenger levels on which to spread the
costs than their southern counterparts. In Darwin, for example, its safety and security surcharge (a cost recovery
mechanism) is set at $11.68 for domestic passengers, some ten times that of Sydney (see table). This is then
coupled with the federally-mandated domestic passenger service charge of $24.05 per sector.
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Alice Springs also faces sustained, high security charges due in part to the co-location of the US-Australian
satellite tracking station at Joint Defence Facility Pine Gap. This additional burden is one imposed by the federal
government and as such should be rectified by the government through a reduction in security charges.
The issue also affects other domestic airports in northern Australia, through the imposition of security screening
for all aircraft greater than 50 tonnes. In Western Australia, for example, low cost carriers are dissuaded from
flying to Broome partly by its high terminal charges.
On international routes the disparity is less stark, but as with the passenger movement charge, the security
charges represent a higher proportion of the total ticket for Asian visitors to Darwin than they do to southern
states. As an example, Australian taxes and security charges total $101.52 on a return ticket from Darwin to
Singapore, or one-seventh of the total ticket price. A return airfare from Sydney includes $109.36 of Australian
charges, equal to one-twelfth.
Given that security standards are set nationally, it would appear equitable to set a national cap for these charges.
While TTF does not advocate networked pricing, a maximum underwritten by the federal government would help
northern airports level the playing field.
AIR FARE BREAKDOWN - DOMESTIC RETURN TO SYDNEY
Component

Darwin

Base fare (return)

$

Goods and Services Tax

Perth
$

401.31

$

33.90 $

40.20

Safety and Security Surcharge (Darwin)

$

11.68 -

Safety and Security Surcharge (Perth)

-

$

6.05

Safety and Security Surcharge (Sydney)

$

1.81 $

1.81

Domestic Passenger Service Charge (x2)

$

48.10 $

42.04

TOTAL

338.30

$

433.79

$

491.41

So urce: M atrix ITA . Fare basis Jetstar A irways. P assenger type A DT, ro und trip fare, bo o king co de H. (DRW JQ SYD
169.15HLOW JQ DRW 169.15HLOW A UD 338.30 END XT 48.10QR 33.90UO 13.49WG - P ER JQ SYD 178.38HLOW JQ P ER

AIR FARE BREAKDOWN - RETURN TO SINGAPORE
Component

Darwin

Sydney

Base fare (return)

$

260.00

$

779.00

Singapore Airlines Fuel Levy

$

277.60

$

277.60

Singapore Airlines Insurance Levy

$

11.60

$

11.60

Singapore Airlines Security fee

$

25.00

$

25.00

AIRLINE FARE AND CHARGES

$

574.20

$

1,093.20

Australian International Passenger Service Charge (x2)

$

33.28

$

54.36

Safety and Security Surcharge (Darwin)

$

13.24

-

Australian Passenger Movement Charge

$

55.00

$

55.00

AUSTRALIAN TAXES AND CHARGES

$

101.52

$

109.36

Singapore Aviation Levy

$

5.70

$

5.70

Singapore Passenger Security Service Charge

$

7.40

$

7.40

Singapore Passenger Service Charge

$

18.40

$

18.40

SINGAPOREAN TAXES AND CHARGES

$

31.50

$

31.50

TOTAL

$

707.22

$

1,234.06

So urce: M atrix ITA . Fare basis Singapo re airlines ex Sydney, Silkair ex Darwin. P assenger type A DT, ro und trip fare, bo o king co de
H. (SYD SQ SIN 353.11HLP R35 SQ SYD 353.11HLP R35 NUC 706.22 END ROE 1.103025 XT 55.00A U 54.36WY 7.40OO 5.70OP

RECOMMENDATIONS



Reduce the passenger movement charge rate for short-haul destinations from northern Australia



Set a national maximum for airport security charges through government offset
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Improving Australia’s visa regime
While progress is being made to simplify visa applications and a roll-out to online process for all countries is
underway, other competitor countries have identified streamlined visitor visa arrangements as a key competitive
advantage and are responding to the opportunity faster than Australia.

Visitor visas
Australia must innovate in the area of visitor visas to remain competitive and should prioritise the move to online
processing for target countries in Asia.
There is currently inequity between visitors from these nations coming to Australia and visitors from other
countries, particularly those in Western Europe or with links to the Commonwealth. There is also inequity in the
direction of travel, with Australians able to obtain an Indonesian visa on arrival for US$25, while an Australian
visitor visa starts at $130 with additional processing costs. Indonesians also need to present translated
paperwork at a consulate either in Jakarta or Bali and the estimated wait time is around 15 working days.
Moving Indonesian and East Timorese nationals to online visa processing, in accordance with national
government strategy, would be a welcome streamlining. The issue of visa costs is also an area for reform if Asian
visitation is to reach its potential in northern Australia.

Business visas
The northern cities of Australia often have far higher volumes of trade with their near neighbours than elsewhere
in Australia. Yet business travel between Indonesia, Philippines Timor-Leste or Papua New Guinea and Australia
remains harder than that between the trading partners of the southern states.
Business travel underpins leisure travel on air routes and, as such, making business visas easier to obtain for
nationals of these countries needs to be a priority for the federal government as it advances the northern
Australia policy framework.
Of significant concern to Cairns Airport in Far North Queensland is the visa regime for Papua New Guineans. At
present, three airlines fly from Cairns to three locations in Papua New Guinea, with further charter services to
other points in our near neighbour.
Despite recent moves by Australia to reduce the average processing time from 30 days to 10 and to allow
electronic lodgement, the application is considered cumbersome by officials from PNG. In retaliation for
perceived inaction on the Australian side, the PNG government recently reversed its long standing visa-on-arrival
arrangements for Australian citizens which could dampen business traffic between Cairns and PNG as a result.

Working holiday makers
Tourism is a highly seasonal industry, with 47 per cent of businesses servicing the visitor economy reporting
significant peaks and troughs in demand, according to a 2011 Deloitte Access Economics study on the tourism
labour force28. However, in northern Australia, the proportion of tourism businesses who consider themselves to
be seasonal ranges from 56 per cent in northern Queensland through to 66 per cent in northern Western
Australia and 69 per cent in the Northern Territory.
Recruitment remains a problem for businesses nationally, but it is exacerbated by a high turnover rate. Again, the
Northern Territory and northern Western Australia have the highest turnover rates in the country, at 118 per cent
and 126 per cent respectively. As a result, northern Australia has a high number of unfilled vacancies in the
tourism sector.
International visitors to Australia participating in the working holidaymaker scheme provide a critical source of
seasonal labour for regional and remote destinations in northern Australia. Some of Australia’s iconic leisure
destinations such as Broome, Cairns and many of Queensland’s island resorts also depend significantly on working
holidaymakers as part of their workforce.
The existing working holiday maker scheme (subclass 417) allows for a second-year extension of the working
holidaymaker visa to travellers who undertake three months of work with a regional employer – but only to
travellers who undertake three months of work with a regional employer in the agriculture, mining or
28

Australian Tourism Labour Force Report, Labour force profile (part 1), Deloitte Access Economics for the Labour and Skills Working Group and the
Department of Resources, Energy and Tourism, 2012
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construction industries. This disadvantages tourism businesses in these areas whose vacancy and turnover rates
are among the highest in the country.
TTF has long advocated that the scheme needs to be extended to include visa holders who work in regional
tourism.
The current scheme also limits work to a maximum of six months, making it expensive for employers who have to
continually retrain staff, and creates challenges in providing consistently high level of service.
The countries from where Australia draws its working holiday makers reflects the country’s earlier international
engagement focus. As northern Australia further reorients itself towards Asia into the future, the priorities of any
new negotiations around the working holiday maker scheme should reflect this move. To take one example,
Indonesians, particularly those from the province of Bali, have good English language skills and often have
experience in the hospitality industries, both qualities attractive to employers in northern Australia’s tourism
industry, yet the working holiday maker quota for Indonesians nationals is capped at 1000 per annum 29.
RECOMMENDATION

29



Rapid implementation of online visitor visa processing, including key markets of interest to
destinations in northern Australia such as Indonesia, China, the Philippines, Timor-Leste and Papua
New Guinea



Expand the working holiday maker scheme, extending the eligibility for a second year visa to
those who work in regional tourism



Expand the working holiday maker scheme to additional nationalities with a particular focus on
Asia



Address business visa barriers for travel between Australia and Papua New Guinea

BR0110 Working Holiday Maker visa program report, Department of Immigration and Citizenship, June 2013
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Conclusion
Northern Australia is a vast expanse rich in natural resources. Many of these physical resources are well
understood and well exploited. Yet its natural landscapes are poorly exploited. With the exception of the Great
Barrier Reef, tourist numbers to northern Australian sites falls well short of national or global benchmarks.
Part of this is the region’s remoteness from southern Australia. Yet conversely, northern Australia’s proximity to
Asia is an asset that cannot be underestimated in the twenty-first century. As the burgeoning middle classes of
Asia travel more often and to more places, northern Australia is well placed geographically if it can position its
product to suits Asian tastes.
The northern Australia project has the potential to help in this aim. Indeed, the white paper’s forerunner, the
2030 Vision for Northern Australia, sets a target of doubling international visitation in this timeframe. This is
achievable, but only with support from all levels of government.
Part of the strategy has to be promoting what is already there a little better. There is an opportunity to market
the north internationally in a targeted way to new markets. Business events are an excellent showcase for our
northern cities, so efforts to attract international fairs and conventions should be stepped up.
Although northern Australia undoubtedly has the right natural product, access to it can be restrictive. There are
only two international gateways north of the Tropic of Capricorn and travel between the region’s hubs can be
tricky and expensive. There are solutions, but ones that will require careful consideration by government.
In terms of northern Australia’s biggest assets, its nature, it may be that Australia’s approach towards its
custodianship of natural landscapes fails to deliver the nature-based tourism products needed for today’s timepoor traveller. There has been little development in national parks for decades, leaving visitors with few
alternatives.
Similarly, while refurbishments have kept many northern Australian hotels fresh, there has been too little new
development. Hotel developers eye better returns in other states and other sectors, such as residential
accommodation. There are mechanisms by which the federal government can help level the playing fields of
higher construction and labour costs in the north through tax depreciation schedules. The government also has a
role to play in encouraging foreign investment in major resorts planned for Queensland, still the northern state
with the biggest potential to attract international visitors.
The government can also open up northern skies, through exemptions to national aviation regulations and a more
open approach to international treaties. The government should also lessen the tax burden on international
tourists through a reduction in the departure tax Australia charges tourists. There are opportunities too to open
up additional international gateways through changes to border processing situation.
The same applies to visitors by sea. Both small ship and ocean liner cruising offer huge potential new markets for
northern Australia, but both need assistance either through infrastructure upgrades or changes to legislation for
the region to fulfil this potential.
Finally, there are ways in which the government can make it easier for tourism businesses to recruit and retain
staff, both by growing the population of northern cities and by easing restrictions on international visitors wishing
to work as part of their travel. Visitors from our near neighbours also need easier access to northern cities to
conduct business and visit for leisure.
In short, there is a land of opportunity out there for tourism. That land is called northern Australia.
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