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chapter 1

LEARNING OBJECTIVES

● To explore the new business environ-
ment and trends in tourism using the 
SCEPTICAL framework of analysis.

● To examine the implications of key en-
vironmental trends on tourism business 
decision making.

● To consider how the emerging tourism 
trends will shape the future of the tourist 
sector.

INTRODUCTION

Understanding the business environment 
is pivotal to the formulation, development 
and maintenance of successful management 
strategy. The new business environment is 
constantly in flux and the rapid pace of change 
is accelerating – prompted and amplified by 

a variety of interrelated factors including 
technological innovations, consumer expect-
ations and the rise of competition. More-
over, although the recent economic downturn 
coupled with regional uncertainties has im-
pacted upon consumer spend on tourism 
products, the world’s economic and social cli-
mate is generally predicted to produce a strong 
increase in tourism over the next 10 years. 
New markets will emerge due to changing 
economic conditions, modified consumer be-
haviour and new technologies. The compos-
ition of the tourist population will alter, with 
increasing proportions of senior citizens, for 
example. There will be greater emphasis on in-
dividual and self-determined holidays and on 
educational and active recreational pursuits. 
On the one hand, increasing environmental 
awareness will affect planning policies and 
tourist demand. On the other hand, nature, 
which is the critical resource of tourism, will 
become more scarce and fragile. An ecological 

The New Business 
Environment and Trends 
in Tourism
Shirley Rate, Luiz Moutinho and Ronnie Ballantyne



STRATEGIC MANAGEMENT IN TOURISM

2 CABI TOURISM TEXTS

and more sustainable long-term approach to 
tourism planning is postulated. This chapter 
provides a rationale for appropriate frame-
works to better understand this complex and 
challenging arena.

Successful new strategic tourism planning 
initiatives will require that decision makers 
not only understand historical and contem-
porary trends and movements in the business 
environment but will require the ability to 
predict new key emerging developments and 
shifts. This chapter, then, covers recent and 
probable future trends in tourism. The aim is 
not to present a definitive picture of develop-
ments over this period. It is more important 
to help planners come to terms with future 
changes than merely to describe future con-
ditions. Thus, we must examine any distin-
guishable and important trends with a view 
to answering the question: ‘What decisions 
have to be taken now or in the coming years 
to make adjustment to these trends possible 
and in good time?’

The special relationship between the 
tourism industry and its marketing environ-
ment means that the depth of understanding 
needed concerning the influence of the envir-
onment goes far beyond that which suffices 
for many other industries. The external en-
vironment of any industry contains a myriad 
of interdependent factors which need to be 
somehow separated out and categorized to 
make analysis of them possible. One of the 
simplest but most enduring frameworks for 
this analysis is the PEST framework which 
prompts companies to consider Political, 
Economic, Social and Technical factors which 
may affect their company. This is a traditional 
methodology and is rather a broad-brush 
form of analysis which, although adequate for 
industries less vulnerable to environmentally 
related disruption, is scarcely adequate for 
tourism providers.

To fully understand the new business en-
vironment, a more comprehensive approach is 
required. It is proposed that a new framework 
which better fits the nature of the tourism 
industry is applied to tourist environments. 

SCEPTICAL analysis considers environ-
mental influences in terms of:

Social factors
Cultural factors
Economic factors
Physical factors
Technical factors
International factors
Communications and infrastructure  factors
Administrative and institutional factors
Legal and political factors

This framework provides a more robust 
structure for understanding the complex busi-
ness environment in which tourism providers 
operate. Each of these categories may be the 
source of change which presents tourism 
 operators with significant opportunities and 
threats. The challenge is in deciding what to 
do in the face of a changing and uncertain 
 environment.

SOCIAL FACTORS

Tourism is essentially a social phenom-
enon and, although like all industries it is 
influenced by the society in which it ex-
ists, tourism is unusual in that it involves a 
large-scale, if  temporary, transfer of indi-
viduals between  different societies. This can 
create social change of both a temporary and 
a longer-term nature. In other industries, 
customers and their needs shape the nature 
of companies’ marketing strategies and the 
product offerings. In tourism, customers and 
their needs can  actually shape the society 
which they visit.

Demographic change
The world has added approximately 1 billion 
people to the global population in the span of 
12 years. In 2015 there were 7.3 billion people 
sharing the planet. Currently, the world popu-
lation continues to grow, though more slowly 
than in the recent past. Ten years ago, world 
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population was growing by 1.24% per year. 
Today, it is growing by 1.18% per year or ap-
proximately an additional 83  million people 
annually. The world population is projected 
to increase by more than 1 billion people 
within the next 15 years, reaching 8.5 billion 
in 2030, and to increase further to 9.7 billion 
in 2050 and 11.2 billion by 2100 (UN, 2015). 
The startling reality is that over 90% of this 
growth will be in developing countries. Cur-
rently, 60% of the global population lives in 
Asia, 16% in Africa, 10% in Europe, 9% in 
Latin America and the Caribbean, and 5% 
in North America. More than half of global 
population growth between now and 2050 is 
expected to occur in Africa while populations 
in Europe are expected to shrink.

While these are dramatic statistics, a key 
trend in the global population is the growth 
of the ageing population. The demographic 
shifts towards lower fertility and falling 
mortality, added to improvements in life ex-
pectancy, have resulted in an increase in the 
proportion of populations over the age of 60 
to 901 million in 2015, 12% of the global 
population (UN, 2015). Projections are that 
the number of over 60s will be 1.4 billion by 
2030 and 2.1 billion by 2050, and could rise to 
3.2 billion in 2100 (UN, 2015). This massive 
shift has a wide range of societal, economic 
and environmental implications, and also 
significant implications for tourism. Global 
demographic changes must be reflected in 
planning and decision making with respect to 
the design, development, delivery and utiliza-
tion of tourism facilities and services. There is 
also a need to encourage and support research 
to evaluate the needs of the growing popula-
tion of older people worldwide.

The democratization of tourism
One of the most important demographic-
ally related changes is the ‘democratization’ of 
tourism. On a global scale, the socio-economic  
categories applied to individual nations become 
relatively meaningless since there are effect-
ively two social groups: (i) the enfranchised 

members of the consumer society; and (ii) the 
disenfranchised poor (Durning, 1992). For the  
poor of the world, travel is usually undertaken  
for survival, and tourism is not an option.  
Among consumers, the opportunities for 
tourism have spread widely. The global 
economy is evolving in such a way that each 
of the industrialized nations has a solid, pros-
perous ‘middle-class’ core population. That 
in turn is being joined by significant mid-
dle-class populations in virtually every other 
country of the world. This middle class is 
relatively well educated and prosperous, and 
increasingly has discretionary money for re-
creation and leisure. In countries such as 
India or Indonesia, this middle-class ‘crust’ is 
quite thin, but its absolute numbers are large 
enough to offer plenty of potential tourism 
business. So, although many in the world 
are excluded from opportunities for travel 
and tourism, a process of ‘democratization’ of 
tourism is under way as it reaches many new 
consumers.

Global urbanization
Global urbanization is another significant 
demographic shift starting in the 20th cen-
tury, and one that has a variety of effects for 
tourism providers. In 1950 there were 746 
million city dwellers, 30% of the population. 
 According to a report by the UN (2014), glo-
bally, more people now live in urban areas 
than in rural areas, with 54% of the world’s 
population residing in urban areas in 2014. 
Continuing population growth and urbaniza-
tion are projected to add 2.5 billion people to 
the world’s urban population by 2050, 66% of 
the population. Formerly rural countries such 
as India, parts of Latin America and Africa are 
rapidly urbanizing, with nearly 90% of the pro-
jected increase concentrated in Asia and Africa.

Close to half of the world’s urban dwellers 
reside in relatively small settlements of fewer 
than 500,000 inhabitants, while only around 
one in eight live in the 28 megacities with 
more than 10 million inhabitants (UN, 2014). 
This rapid urban influx of millions in search 
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of work does not provide ideal conditions 
for tourism services and resources. Resulting 
increases in congestion, pollution, poverty, 
unemployment and crime can all have a sig-
nificant impact on the demand for tourism.

The outflow of people from rural areas 
typically contributes to the stagnation of local 
rural economies which has the effect of in-
creasing the pressures for tourism develop-
ment to compensate. Many rural areas are 
seeking to integrate tourism with more trad-
itional rural activities such as farming. Certain 
government policies are now providing eco-
nomic incentives for citizens to move back to 
the countryside. Tourism will aid this redis-
tribution by offering more travel experiences 
in rural and out-of-the-way places as yet un-
tapped for their tourism potential.

CULTURAL FACTORS

Research carried out in several countries, in 
particular a large-scale study by the Stanford 
Research Institute in California, USA, indi-
cates that there is a clearly defined trend away 
from an ‘outward-directed’ lifestyle towards 
‘inward-directed’ and ‘integrated’ values. 
Several recent studies indicate that ‘post- 
materialistic values’, in other words, growing 
non-materialistic needs, environmental care, 
diminishing concerns about career, prestige and 
status, etc., will gain in importance. Within 
traditional product-based marketing we are 
witnessing a trend towards societal marketing 
whereby the corporation and the brands it 
represents wish to be perceived as whole-
some and caring – this is a key trend that has 
been mirrored and will also continue to grow 
in the consumption of tourism-related prod-
ucts. A process of rehumanization and phil-
anthropy is replacing the pursuit of physical 
beauty, material possessions and hedonism. 
Increasingly, we are witnessing the rise of al-
truistic consumption where more consumers 
experience a change or shift in ‘awareness’ or 
indeed in consciousness. This movement will 

need to be reflected in the type of tourism 
products offered.

It must be stressed that classic material-
istic lifestyles will not vanish, but an increasing 
polarization between exponents of material 
and non-material values is likely to take place. 
At the other end of the spectrum, uber-premium 
or ‘ultraluxe’ will continue to develop. The rise 
of a global elite should ensure that the ultra-
luxe will grow. These status-craving consumers 
are hunting down the next wave in uber- 
exclusive goods, services and experiences that 
are truly out of reach of the masses now that 
massclusivity has commoditized all but the 
most luxurious products on earth.

In terms of the masses, there is a strong 
trend leading away from standardization to-
wards an ever-greater diversity in lifestyles 
inciting new approaches to life and recre-
ation and the rise of customization in tourist 
product offerings. The limits of mass tourism 
are recognizable not only from the quanti-
tative but also from the qualitative point of 
view. The following trends are apparent and 
are probably of a long-term nature:

● Further increasing differentiation and 
pluralization of demand.

● The emergence of new specialized mar-
kets and market segments.

● A decrease in physically and culturally 
passive forms of vacation in favour of more 
active pastimes, such as high-adrenalin, 
fantasy-adventure or thrill-seeking activ-
ities and a shift towards maximizing indi-
vidual liberty in recombining elements to 
produce custom-made holiday packages.

● The growing need for non-standardized 
services and individualized tourist be-
haviour is directly linked to the quest for 
self-determination whereby customized, 
tailored solutions are developed by the 
individual.

● The advanced level of travel experience in 
the population, which goes hand in hand 
with more selective, critical and qual-
ity-oriented approaches to individual 
holiday planning.
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● An increasing desire to relate to nature, to 
gain first-hand experience and to engage 
in active pastimes (e.g. hobby holidays, 
trekking holidays, farm tourism).

● Higher levels of environmental conscious-
ness and sensitivity to the quality of life in 
general.

● The increasing effort to learn, which 
often manifests itself in serious attempts 
to get to know foreign cultures.

The suppliers of tourist services will 
increasingly offer service packages that dir-
ectly address specific customer problems and 
provide travellers with more opportunity 
to shape their holidays as they wish. Activ-
ities, experiences, participation and learning 
will all be key elements in the future. Adven-
ture holidays, sports and health trips, sabba-
ticals and learning holidays will all become 
more popular. This desire for the experiential 
will give rise to a new tribe of consumers – 
 ‘transumers’. Transumers are consumers driven 
by experience instead of the ‘fixed’ traditional 
tourism offerings, driven by entertainment, 
by discovery, by fighting boredom. An in-
creasing number of tourists will look for a 
holistic type of recreation, in search of an 
‘overall balance’ of body, soul and mind. More 
and more travellers will define their concept 
of a ‘rich holiday’ in terms of the depth rather 
than in terms of the diversity of their travel 
experiences.

Not only will the worldwide travel market 
itself be characterized by an ever-greater 
range of possible types of travel and destin-
ations, but substitutional competition will 
also continue to increase. The range of alter-
native uses to which free time can be put is 
constantly expanding, a trend which is likely 
to continue over the next 20 years. Apart from 
travel, these options can be characterized by 
leisure within the home or in the vicinity. 
Of particular interest are the Internet and 
gaming pursuits. Also, leisure-oriented design 
of living space, children’s playgrounds near to 
dwellings, public leisure facilities in residen-
tial areas, centres or leisure parks, and green 

belt areas around cities will all be central to 
current education and further training.

In view of the expansion of the ‘informal’ 
economy and a certain shift, for technological 
reasons, of professional activities to the trad-
itional domicile, the boundaries between 
leisure time, work and living are becoming 
increasingly hazy. Innovations in technology 
allow for a ‘flow society’ – the 21st-century 
consumer has increased flexibility to work and 
play while on the move. Also, the individual 
will have more opportunities to arrange his 
or her working hours and leisure time as re-
quired. There is a growing recognition of the 
value of cultural diversity (possibly a reaction 
to globalization and increasingly cosmopol-
itan societies). Parallel with this recognition 
is a desire to maintain and foster the special 
and unique characteristics of ethnic groups 
and host societies as a fundamental principle 
of tourism development and promotion.

ECONOMIC FACTORS

Tourism as an industry can and does have sig-
nificant impacts on an economy’s growth. For 
governments, foreign exchange earnings, in-
come and employment generation are the key 
drivers of economic growth which influence 
and encourage investment in the industry. 
However, the growth of the industry is reliant 
on a number of factors.

Global economic conditions
Disposable income level is the economic 
factor seen as the most important, but other 
economic factors are also important. Tourism 
expenditure has been shown to be affected by 
levels of employment in service industries, 
and links have been made between tourism 
expenditure and house prices. Inevitably, 
 demand and production of supply are highly 
dependent on the conditions of the global 
economy. Global economic downturns tend 
to have a direct impact on expenditure on 
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personal travel and tourism. Recent economic 
pressures have resulted in many countries, 
including emerging markets, experiencing a 
contraction in tourism demand.

Under such conditions, world trade de-
clines and travellers cut costs by choosing 
to holiday in their own countries for shorter 
periods of time. This has produced a new form 
of holiday type – the ‘staycation’ – whereby 
consumers are utilizing leisure and tourism 
services close to or indeed in the home. Alter-
natively, consumers will choose international 
destinations with the most attractive exchange 
rate. Thus international demand particularly 
suffers. Nevertheless, according to UNWTO 
(2016) international tourism now represents 
7% of the world’s exports in goods and ser-
vice, up from 6% in 2014, as tourism has 
grown faster than world trade since 2012. 
International tourist arrivals increased to 
over 1.1 billion in 2014, and according to the 
OECD (2016) this is set to rise to 1.8 billion 
by 2030, with international tourist arrivals in 
emerging economy destinations projected to 
grow at double the rate of those in advanced 
tourism economies (UNWTO, 2016).

Demand and supply
As well as determining the growth and size of 
the industry, economic conditions will drive 
the level and nature of personal spending on 
travelling and tourism activity, and in turn 
the nature of demand and supply. Personal 
expenditure on tourism is driven by cost-to-
income comparisons. As such, factors such 
as GDP, inflation, interest rates, unemploy-
ment and disposable income all affect con-
sumption and thus demand and supply of the 
industry. Despite recent economic pressures, 
the industry remains one of the biggest con-
tributors to global GDP and optimistic fore-
casts suggest it will continue to grow. Thus, 
the competition for international tourists will 
 almost certainly intensify in the coming years 
with more people having the time, money and 
preference to travel, and more governments 
around the world seeking to maximize the 

potential of the tourism industry through at-
tracting international tourists. Such forecasts 
of increased tourism activity are based on the 
assumption that tourism facilities such as at-
tractions, accommodation and transport are 
expanded and upgraded to meet demand.

Current and forecasts of future compe-
tition from new developing destinations and 
facilities has led to the increased power of 
the buyer which has dictated the nature of 
supply. In any market, choice leads to buying 
power; however, this is compounded further 
through technological advances allowing con-
sumers to share assessment of tourist experi-
ences worldwide. Such power and access to 
information have inevitably led to decreases 
in prices and as such the industry has experi-
enced significant structural changes. There has 
been an exponential increase in the budget 
accommodation and airline sectors while 
first-class passenger numbers are falling. The 
concept of the package holiday continues to 
decrease as consumers demand to arrange 
holidays independently – the new ‘prosumer’ 
demands and enjoys more control over their 
consumption.

PHYSICAL FACTORS: 
ECOLOGICAL ASPECTS

Concern for the environment will in the fu-
ture be far more widespread among the popu-
lation than it is today. A growing awareness of 
environmental factors and sustainability will 
continue to increase and intensify. Over time 
this will become a dominant factor in terms 
of influencing consumer decision making and 
ultimate consumer choice. This growing ap-
preciation that humankind and the natural 
environment share a common fate is pro-
moting a conservationist approach at many 
levels. Even today, we can see an increasing 
environmental awareness in public opinion. 
This manifests itself in a growing tendency to 
reject those foreign tourist spots which have 
already exceeded their tolerance levels, not 
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only in the opinion of the experts, but also 
from the point of view of the consumer.

The implication is then clear – the 
tourism industry must begin to integrate 
these environmental concerns into its plan-
ning, operations and policies. Individual 
strands of tourism such as ‘ecotourism’ or ‘eco-
logical tourism’ already exist and will continue 
to prosper – the growing awareness of en-
vironmental concerns coupled with a strong 
consumer movement towards a more eco-
logical and socially conscious consumer-based 
standpoint will clearly nurture the continued 
development of low impact, responsible travel 
to fragile destinations. However, the impli-
cations are broader – as this movement be-
comes the norm there is increased need to 
factor in ecological aspects in mainstream 
mass tourism planning.

The inhabitants of mass tourist areas, 
some of whom have exchanged their initial 
euphoria at the influx of tourists for blatant 
resistance, will increasingly adopt realistic 
strategies to retain their independence and 
protect their environment. For example the 
dilemma facing mountain regions, concerning 
the balance between economic growth due to 
tourism and, both, the destruction of the land-
scape by tourist monoculture, and desolation 
on account of depopulation, will be handled 
better than it is today. Multifaceted develop-
ment will allow a revalorization of mountain 
farming, including the introduction of un-
conventional methods such as game farming 
and vegetable cultivation. The planning au-
thorities and political institutions, thanks 
largely to the pressure of public opinion, will 
contribute to development in the interests of 
humans and the environment, by defining ap-
propriate planning guidelines and ensuring 
that they are followed.

Destruction of natural resources vital to 
tourism will not be stopped immediately. As a 
consequence, decline of some traditional des-
tination areas (due to gradual spoilage or, in 
some cases, to environmental catastrophes) and 
rise of ‘substitutes’ in unspoiled surroundings 

will probably continue to a certain extent. Fur-
thermore, artificial leisure environments will be 
created as a partial (and weak) compensation 
for the degraded natural milieu. Such devel-
opments will continue until society has imple-
mented tourism strategies that reconcile man 
and nature. On the other hand, growing envir-
onmental sensitivity is likely to stimulate sub-
stantial efforts to protect, conserve and upgrade 
the natural as well as the socio-cultural milieu.

Hopefully, on the supply side, a change 
towards a long-term planning mentality, 
which should substitute for short-sighted 
profit maximization, will take place. Respon-
sible future tourism programmes must seek to 
move away from conventional tourism mod-
elling towards a more sustainable perspective. 
Even the best hotels and restaurants in tourist 
resorts can only thrive if they are part of an 
intact and sustainable environment. An eco-
logically viable strategy is the prime requisite 
for success. As far as the provision of accom-
modation facilities is concerned, a dramatic 
rearrangement of priorities, due to growing 
environmental awareness, has already begun. 
If in the past the emphasis was on the erec-
tion of new buildings, the future should see a 
comprehensive programme of renovation. The 
transformation of historic buildings or other 
old buildings into training and leisure estab-
lishments, and the shaping of the environment 
to accommodate leisure activities, both in the 
home and in its close proximity, will continue 
to gain considerably in importance.

TECHNICAL FACTORS: 
TECHNOLOGICAL ASPECTS

A new ‘marketsphere’ has emerged – a 
technology-driven borderless world with 
fragmenting media and diverse customers re-
sistant to traditional push marketing is now 
a reality. There are now endless opportunities 
for increased integration, synthesis and syn-
ergies between marketing and technology. 
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Technological developments are changing 
the way that tourism providers are interacting 
with customers, and are indeed altering the 
intrinsic make-up of the tourism product. 
This social revolution has empowered the 
consumer.

Tourism operators must pay attention 
to the rise of the prosumer. The prosumer is 
one who is actively involved in the design of 
the product – ever-increasing levels of social 
media interactivity have underpinned and 
nurtured this movement. Consumers can 
now actively and deliberately take part in the 
process of design, shaping or even producing 
a product or service knowing it is for them. 
This development may necessitate a shift in 
thinking in terms of how tourism providers 
build and nurture relationships with their cus-
tomers, moving away from classic customer 
relationship management towards customer 
managed relationships reflecting the balance 
of power between provider and consumer.

In terms of the provision of current 
tourism products, new technologies have 
given rise to new business models utilizing 
new sales and distribution systems. Online 
distribution has led to dramatic structural 
change including substitution of existing 
traditional sales channels. The emergence of 
low-cost airlines, where further technological 
advance has stimulated innovation and dic-
tated structural changes among airlines and 
travel agents, has allowed consumers to de-
velop and manage their own itineraries and in 
effect become their own travel agent. The new 
technologies will enable further specializa-
tion. New types of travel agencies will emerge: 
these pioneers will have the character of con-
sulting rather than of booking agencies, using 
information systems to design individualized 
travel packages from available offers (Buhalis 
and Licata, 2002).

The rise of digital communication tools 
allow individuals to interact and share their 
views and experiences with potentially unre-
stricted virtual communities (Stepchenkova 
et al., 2007). There are important implications 
for viral marketing and for shifts in perceptions 

of leisure time. One step further is the virtual 
world. The implication is clear: these modes of 
substitutional competition are becoming more 
desirable. The home increasingly will offer a 
multidimensional point of experience where a 
variety of leisure and virtual tourism pursuits 
can be enjoyed, including virtual tourism, vir-
tual gaming and virtual reality shopping. This 
will have considerable attraction to particular 
groups. Those that have already moved to-
wards cocooning or hiving in response to the 
fear of terrorism will gravitate even more to-
wards these virtual innovations in leisure and 
tourism products (Wang et al., 2002).

Technology has played a significant role 
in altering the shape of various tourism in-
dustries (Buhalis, 2003). This is particularly 
the case for the airline business, where further 
technological advances will stimulate innov-
ation and dictate structural changes among 
airlines and travel agents. The quest for more 
efficient distribution has led to new alli-
ances within and between firms of this sector. 
Technology has also fostered the growth of 
bigger organizations covering more aspects 
of tourism, creating a new ‘transpitality’ in-
dustry. Although considerable vertical and 
horizontal integration does now exist, it is 
likely that further consolidation of companies 
in all sectors will continue, with increasing 
economic concentration in a small number of 
large companies. Furthermore, some of these 
companies will combine across sectors cre-
ating new ‘diagonal marketing systems’. These 
large corporations are likely to secure greater 
shares of the markets in which they operate, 
and there is no evidence that limits to econ-
omies of scale have yet been reached.

INTERNATIONAL FACTORS

The tourism industry’s evolution has largely 
been dictated by developments in travel and 
transport. The concept of international travel 
turned the industry into a global entity where 
international operations dominate. The de-
velopments and changes in relations between 
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countries often form a critical aspect of con-
tinuous environmental scanning for those in 
the tourism industry. This is because of the 
significant impact relationships between coun-
tries can have on the operation of tourist or-
ganizations. International tensions between 
governments can deter tourists from venturing 
to particular destinations and can create barriers 
to travel, in the form of visa restrictions. Add-
itionally, terrorist activities have placed extraor-
dinary pressure on international relations.

In contrast, recent years have witnessed 
some extraordinary changes within regions 
such as Eastern Europe and the Middle East, 
providing many opportunities for growth in 
new markets. Over the years, political change 
has played a significant role in international 
relations and global tourism. We have wit-
nessed the opportunities for realizing the de-
mand for travel to Eastern European countries 
and the former Soviet Union. Similar growth 
has been seen in destinations that have sur-
vived political instability and conflict such as 
Vietnam, the former Yugoslavian states and 
South African countries. As barriers to trade 
and overseas investment are removed and the 
free movement of labour has been instigated, 
tourism in such areas has thrived. General 
political approaches to tourism have also dic-
tated the nature of international relations and 
global travel.

The last decade has witnessed many 
changes in international relations which have 
tended to promote tourism, as countries have 
come together either driven by political will 
or by economic forces. International cooper-
ation is an increasingly important aspect of 
tourism development. Sometimes this comes 
in the form of reciprocal marketing alliances 
between countries, while in other cases it is 
part of the pattern of international aid and 
development support, exemplified by the 
European Union’s support for tourism de-
velopment in Africa, the Caribbean and the 
Pacific. The benefits of these alliances to 
such regions include access to investment for 
education as well as infrastructure, with the 
long-term opportunity to increase employment 

and grow their economies. Meanwhile, those 
tourism organizations that involve them-
selves in developing countries gain access to 
new and exciting destinations and opportun-
ities to grow their international markets as 
well as globalizing their brands. Evidence of 
the true benefit of these international rela-
tions for developing countries has yet to be 
shown; however, it is clear that the growth of 
the tourism industry is tied to the nature of 
global relationships.

COMMUNICATION AND 
INFRASTRUCTURE FACTORS

Tourism providers are typically very de-
pendent on an existing infrastructure to 
handle travel, hospitality and communication. 
Although tourism is viewed as an intangible 
service business, the investment in infrastruc-
ture needed to support many tourism prod-
ucts would dwarf the capital expenditure of 
all but the most global of manufacturers.

Transport
In tourism terms, transport can have a var-
iety of functions such as the destination itself 
in the case of rail and cruise travel. However, 
in the context of developing tourism destin-
ations and the critical role of infrastructure, 
transport takes the meaning of derived de-
mand; it is a necessary means of moving from 
origin to destination. Although travel and 
tourism are services, the importance of phys-
ical distribution within the industry makes it 
much more akin to those involving physical 
products. The requirement to move people 
around the world and within their destination 
areas, quickly, punctually and comfortably re-
quires considerable support in terms of in-
frastructure. Infrastructure to serve all major 
forms of transport continues to expand with 
the network of cities and towns served by 
air travel and high-speed road and rail links. 
 Recent developments have involved the move 
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towards integration of infrastructure in a bid 
to manage the quality and communication 
between providers and to provide a seamless 
travel experience for the tourist.

Infrastructure development generally 
tends to lag behind the expansion of tourism 
and travel, which can lead to bottlenecks and 
overloads. With respect to air travel, conges-
tion in the skies and on the ground is in-
creasing. This is due to the accessibility of air 
travel, the growth of business travel and the 
increase in the low-cost airline sector. But, 
while the popularity of air travel has signifi-
cantly increased, the growth of the world’s 
airports has, in comparison, proceeded very 
slowly. Destination management requires 
government policies which allow growth 
and reduce congestion. However, pressures 
on governments continue to grow with re-
spect to sustainability, carbon emissions 
and security and safety. In addition, devel-
opments in communications technology are 
expected to impact upon business travel de-
mand in the longer term. Thus, the concept 
of transport infrastructure is a constantly 
changing one which will continue to evolve 
due to technology and global concerns for 
sustainable travel.

Accommodation
Accommodation, including location, facilities 
and related services, plays a substantial part in 
the overall tourist experience; thus it can have 
a positive or negative impact on the variety 
of other organizations involved in the tourism 
infrastructure. While the destination itself – 
plus its attractions – tends to be the driving 
motivator to travel, there are few factors that 
can deter future tourists as easily as stories of 
unavailable, half-finished or inadequate ac-
commodation. The new age of technology and 
service review is such that people have access 
to and motivation for disseminating stories 
about their travel experiences. Nevertheless, 
the growth of the industry has demanded the 
growth in bricks and mortar. The development 

of accommodation, however, is not necessarily 
straightforward. The industry is restricted by 
the governmental policies for growth in that 
specific area of the economy. Furthermore, le-
gislation often places restrictions on the spe-
cific construction and location of buildings 
and facilities. Nevertheless, the industry has 
prospered on a global scale due to emerging 
economies and destinations such as China, 
India and Eastern Europe. Also, the industry 
has long utilized technology, more recently 
the Internet, in offering the consumer a co-
hesive experience in terms of reservations and 
communications. This, added to mergers and 
acquisitions, management approaches such as 
franchising, strategic alliances and joint ven-
tures, and more sophisticated segmenting, as 
well as branding and pricing strategies, has al-
lowed the industry to prosper.

Facilities/Attractions
Far more than accommodation, destination 
choice is influenced by the availability, repu-
tation and quality of the tourist attractions 
offered. Attractions and other specific facil-
ities also play a key role in determining pur-
chasing decisions during the stay, and many 
regions are recognizing the importance of 
such infrastructural developments in the 
local economy. As such, a robust and inte-
grated set of attractions is a critical element 
for a tourism infrastructure to provide the 
combination of offerings the consumer de-
mands as well as fostering related spending 
within the local community. As the net-
works of transport improve and general 
lifestyles change, there is a distinct trend of 
tourists taking more but shorter breaks per 
year and fewer long holidays. This trend is 
driven by population changes, changes in 
lifestyle and leisure patterns and a general 
growth in disposable income. As such, the 
demand for breaks to be interesting and en-
tertaining will mean that the number and 
variety of attractions will have to increase to 
satiate this need.



Chapter 1: The New Business Environment and Trends in Tourism

11CABI TOURISM TEXTS

ADMINISTRATIVE AND 
INSTITUTIONAL FACTORS

For any form of business the environment will 
contain a wide range of institutions which 
can influence the operation and development 
of their business. For tourism, the number of 
institutions with an interest in, and potential 
influence on, the industry is vast and includes:

● Local government: Although national 
governments take considerable interest in 
tourism as a contributor to the economy, 
the onus for the promotion, control and 
management of tourism development is 
frequently devolved to local government 
level. Local government administrators 
have the particularly difficult task of 
trying to attract tourists into their region 
in pursuit of the economic benefits they 
bring, while protecting the quality of life 
of the local population that elected them 
(Hall and Jenkins, 1996).

● National tourism organizations (NTOs): 
Although there are some very large 
players within the airline, tour-operator 
or hotel-chain sectors of the industry, 
tourism is a complex and fragmented in-
dustry. For this reason issues of planning, 
research and promotion for specific des-
tinations are typically handled by NTOs 
at a national level, and often by similar 
smaller-scale agencies at a local and re-
gional level.

● Consumer groups: Travel is a major item 
of expenditure for many households, 
and it also offers almost unprecedented 
opportunities for the creation of con-
sumer dissatisfaction. A holidaymaker 
is, by definition, away from home and is 
therefore deprived of the comforts and 
support networks that ‘home’ entails, 
exacerbating holiday problems since 
they cannot easily be escaped. For this 
reason, consumer groups have taken an 
increasing interest in tourism and travel 
products, and there are now numerous 

published guides, online reviews and 
television programmes that provide con-
sumers with information to assist their 
purchasing decisions.

● Special interest groups: The size of the 
tourism and travel industry means that 
it attracts the attention of an enormous 
number of special interest groups. Other 
types of group will try to influence the 
tourism industry on an issue-by-issue 
basis, and will include groups relating to 
the environment, rights for specific sec-
tions of the population, cultural heritage 
and local businesses.

● Law enforcement agencies: The potential 
for tourists to become targets for crim-
inal activities, combined with a desire 
among tourism operators and agencies to 
prevent crime levels acting as a deterrent 
to tourists, has tended to bring tourism 
operators and law enforcement agencies 
closer together.

LEGAL AND POLITICAL 
FACTORS

The nature and development of tourism in 
any country are largely the result of its gov-
ernment’s ideology on this facet of economic 
activity. While the private sector can and does 
play a significant role across a broad spec-
trum of sectors including transport, accom-
modation and attractions, a government will 
control its growth and development through 
its investment, infrastructure and regulation. 
Tourism is simply too important for govern-
ments to leave to market forces, as both the 
positive and the negative economic and so-
cial impacts of tourism are such that there 
is a necessity for some form of intervention 
(Lickorish and Jenkins, 2007). Nevertheless, 
levels of intervention as well as the nature of 
intervention can vary widely across countries.

Recent global trends have altered gen-
eral governmental approaches to tourism. The 
political shift to market-driven economies is 
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bringing about a global economic restructuring 
in which market forces rather than ideology 
are used to guide decisions and develop policy. 
Recently, entire political systems have under-
gone dramatic changes in response to the 
pressure from their populations to provide 
the goods and services that they desire rather 
than those determined by the state. Although 
history warns that we must anticipate swings 
and counter-swings over time, it is probable 
that the next decade will see a continuation of 
the increasing role of market forces in deter-
mining the shape of world economic activity 
in general, and tourism in particular. While 
policy makers in tourism cannot do much to 
affect this trend, there are two areas for policy 
action, namely: (i) the need to encourage ef-
forts to establish public–private partnerships 
that will ensure tourism development which 
is economically viable and yet socially respon-
sible; and (ii) the need to encourage respon-
sible and responsive research and development 
to support these partnerships.

Changes to subsidies  
and regulations
The trend towards market economies and 
shrinking government budgets is creating 
strong pressures for privatization and de-
regulation of tourism facilities and services. 
While the decade of the 1970s saw govern-
ments become increasingly involved in many 
areas of social and economic development, the 
1980s witnessed changing attitudes to tourism 
moving towards passive encouragement ra-
ther than financial support, with an increased 
focus on regulation. By the early years of the 
21st century, economic realities began to 
force a drastic retrenchment of government 
activity. Policies of deregulation, privatiza-
tion, the elimination of tax incentives and a 
move away from discretionary forms of inter-
vention have been the norm for governments 
in many developed countries. The reality is 
that governments in many countries have 
simply found they are unable to support the 

many programmes and initiatives that were 
put in place in earlier years. Policy makers in 
tourism can no longer count on government 
support for tourism development as a form of 
social development or as a mechanism for the 
redistribution of income and employment. 
Tourism facilities and supporting services 
will increasingly have to be competitive in the 
marketplace and economically viable to sur-
vive in the 21st century.

Government attitudes to tourism
Despite recent progress, recognition by gov-
ernments of the tourism industry and its 
importance to social and economic devel-
opment and well-being of regions is still far 
from satisfactory. As such, there is a need for 
further effort to develop industry support for 
an integrated tourism lobby. There is also a 
need to focus the attention of public inter-
national organizations on issues of signifi-
cance to the tourism industry. Only in this 
way will governments acknowledge tourism 
as a foreign policy issue as well as a domestic 
one. This in turn should strengthen efforts to 
stimulate governments and internal lending 
institutions to increase the flow of resources 
to projects in various sectors of tourism. 
Similarly, greater recognition would stimu-
late governments to consider tourism needs 
in the course of public infrastructure devel-
opment. It would also encourage the direct 
allocation of a portion of tourism taxes and 
fees to be used for tourism promotion, des-
tination development and infrastructure 
development. In the future, the tourism in-
dustry will probably become more involved 
in collaborative relationships with govern-
ments to lessen the problems that plague 
overpopulated urban areas. By encouraging 
innovations in urbanization that strengthen 
the infrastructure of megacities – such as the 
recycling of waste, new and cheaper housing 
materials and alternative energy sources – 
the industry will in turn preserve its own 
tourist markets.
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Political instability
Political instability and conflict between and 
within countries will always have a devas-
tating effect on the tourist trade. Those in 
the tourism and travel industry must always 
be in touch with the political risks that exist 
across the world, but in recent years this 
has become more difficult. As affected gov-
ernments continue to reinvent themselves, 
the tourism industry will face great chal-
lenges. On the one hand, democratization 
brings tremendous opportunities for growth. 
On  the other, increasing gaps between the 
rich and the poor and the volatility of polit-
ical alliances may put tourism policy makers 
in the business of serious risk analysis. 
 Strategic planners will need to become more 
adept at ‘mapping’ zones of instability based 
on population and poverty projections, and 
at assessing other indicators of vulnerability 
that influence the levels of risk associated 
with tourism investments.

The size and international scope of the 
tourism industry have unfortunately made it 
and the tourists within it potential targets for 
politically motivated acts of terrorism. Acts 
of terrorism, riots and political aggression are 
felt immediately with declining arrivals and 
lower hotel occupancy. These realities have 

led to a heightened need to protect tourists 
from terrorists and other forms of political 
instability. Recognizing that the tourism in-
dustry can only thrive in a peaceful world, 
it is essential that it takes a proactive role 
in collaborating with other organizations in 
promoting international understanding and 
goodwill at all levels.

CONCLUSIONS

The process of tourism strategic planning 
is predicated on planning for uncertainty. 
 Uncertainty is the complement of knowledge: 
the gap between what is known and what 
needs to be known to make correct decisions. 
Dealing sensibly with uncertainty is not a 
byway on the road to responsible tourism 
management decisions, it is central to it. 
To cope with future tourism planning, man-
agement and research, tourism professionals 
need to be Renaissance men and women. 
The ability to imagine, perceive and gauge the 
future is a paramount professional attribute 
of the tourism professionals of tomorrow. 
The future tourism phenomena will be man-
aged by today’s professionals who look to the 
future and shape it into a strategic vision.

Case Study: ‘Voluntourism’ Goes Digital 

Many of the major environmental influencers in the tourist sector have radically changed 
the views and perceptions of tourist customers. Technology delivers accessible information 
about people, events, countries changing knowledge structures, views and perceptions. 
Changing cost and competitor structures and flexibilities of the travel sector makes it easier 
to get to further and more out-of-touch places. As wealth increases in a great many parts of 
the world, so too does poverty in others. The tourist sector is seeing a demand in consumers 
to reach parts of the world that are new to them and in need of them. Altruistic holidays 
have become increasingly popular, whereby people seek to generate valuable work 
experience abroad and make a difference to a local community and the people within it. As 
such, access to international volunteer programmes in conservation, ecotourism, teaching 
and community development has seen significant growth.

The concept of ‘voluntourism’ allows tourists to both enjoy unique travel experiences, 
and to enrich their trip with authentic and rewarding memories through contributing to 

(Continued )
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QUESTIONS

 1. Outline the biggest social and cultural 
changes over the past decade that have led 
to the growth in the volunteering sector and 
‘voluntourism’.

 2. Explain the motivations behind consumer 
decisions to volunteer.
 3. Discuss the technological forces that 
could help or hinder the ‘voluntourism’ 
market.

projects that can make a difference in the lives of the local people. One of the challenges 
with the growth of this sector is the sheer volume of choice for the customer. It is easy for the 
consumer to become overwhelmed by a huge market with huge choice and huge variety of 
working projects. As voluntourism is often a hybrid of work and leisure, a new technological 
concept is being developed, which aims to align the consumer with a volunteering project 
tailored to their specific skill sets. Equally, volunteer operators need to have the information 
that ensures the markets they attract can maximize their potential benefits.

BeWorthwhile is an app developed by IBM and LinkedIn which matches volunteers’ 
strongest skills with the charities that need them. It does this by drawing on data about 
the individual, their skill set and their ambitions, and match them to a specific opportunity. 
It also allows charities to request an accountant, a lawyer, a designer – anyone with the 
abilities they lack – in place of the current system where they are forced to find menial 
jobs for any volunteer. The more an individual volunteers, the smarter the technology will 
become, using artificial intelligence which learns to tailor opportunities to the individual.

Case Study. Continued.
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