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This last year in Hawaii’s tourism industry has been a significant one in that
it has brought us to another life-stage in the evolution of the industry, We can

compare the growth of our tourism industry to the stages in the life of a person,

The industry evolved from infancy to childhood in 1959 when Hawaii became
a state of the United States, which led to large new influxes of U.S, visitors

and investment in the islands.

The industry then evolved from childhood to youth over the decade of the 60’s,
during which commercial jet air transportation gradually became cheaper and with-

in the reach of more and more people,

And during the 70’s and 80's, when the combination of statehood, lower air
fares, and world economic prosperity have brought Hawaii’s visitors to the 6-
million-a-year level, we can say that our tourism industry passed from youth

into adulthood,

From the very early stages of this evolution, the state government has been
a key player. Recognizing that tourism would be an integral part of Hawaii’s
economy, the State took the early strategic step of targeting certain key visitor
areas around the islands for special attention, These locations — there were 14

of them — would have their capacity for future growth enhanced by having their
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infrastructure planned and their land zoning secured, By taking the long view,
the state strengthened and protected the physical base of its present and future

tourism industry,

Today the long-range view is still a fundamental part of tourism development
in Hawaii, One major, recent action by the State has been to cut through many
past years of argument and inaction over a convention center, During the past year
our state administration and state legislature finally came to grips with the issue .
and identified a site for a major convention center, And just this month, the
Governor of Hawaii appointed the members of the Waikiki Convention Center Au-
thority, which will start the planning and oversee the development of the new fa-
cility, As you are well aware, the visitor market for conventions and meetings
is a choice piece of the total visitor market, since it increases industry income

without increasing the number of visitors,

One of the most important reasons for taking the long view is in the market
place, Hawaii’'s prime markets of the western U,S, and western Canada have
become mature, well-penetrated markets, and such markets very naturally tend to
level off, New markets are therefore needed to help our tourism industry continue
a general growth trend, and the natural pioneer for identifying and cultivating
those new markets is the state government, The private sector naturally gravi-
tates to existing markets to fill their airplane seats TODAY, to fill their hotel
rooms TODAY,K6 The State looks to new markets for the visitors who will board

those airplanes and occupy those hotel rooms TOMORROW AND BEYOND,

To ensure that we move into that future tourism industry with well-defined
purpose and with focus, the state has created a comprehensive Tourism Strategic
Plan that will move us smoothly into the 21st Century, The section of this plan
is a modern and scientific approach to the task of staying ahead of the new na-
tional and international realities of the market place, In the continuing evolution

of it’s tourism industry, this is an important “rite of passage”
I will take you briefly through the newly created strategic plan, and afterwards
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look at some aspects of research, marketing, community impact, air transportation,

and others,

STRATEGIC PLAN

The State's strategic plan for tourism starts from the perspective that tourism
is so important in Hawaii’s economy that the state government has an interest in
keeping the industry healthy for the foreseeable future. Although the state’s over-
all economic goal is to diversify the economy, there are no clear alternatives of

the magnitude of tourism for at least the next 5 to 10 years,

Therefore the State is determining the optimum levels of maintenance or growth
of tourism which are most beneficial for Hawaii, This is not the same as maxi-
mum growth or profits or market share, The best interests of the state appear to
lie in low, steady rates of growth which are consistent through all seasons of the
year and which protect the economy against large fluctuations in revenues and

employment ,

The State will not be attempting to MANAGE the tourism sector of the econ-
omy, which is very big business involving many players with different goals and
motives., There are also external conditions beyond the reach and control of Ha-
waii’s government, But the State WILL be taking an increased role in determining
what kind and amount of tourism is best for Hawaii, The State can then influence

tourism in appropriate directions,

To accomplish this, the State will increase its knowledge and analysis of
market segments, competition, and other trends and events which have an impact
on our tourism such as currency valuation and the stock market. In short, in-

formation is a tool and quality information is a quality tool,

For example, instead of just looking for something vaguely defined as “upscale

visitors” we will be pinpointing the expectations and vacation desires of specific
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groups such as honeymooners, city people from specific cities, and groups with

specific income, education, ages, and family structure,

Use of State Resources

A major link between the state government and Hawaii’s tourism industry is
the Hawaii Visitors Bureau, HVB, It is the private organization which serves
as the state’s marketing arm to promote travel to Hawaii. Last year the State
gave $12.3 million to the HVB, This is about 90% of their total budget, the rest
coming from the HVB’s corporate membership like hotels, tour companies, etc,
However, the individual promotional efforts by those corporate members, when
taken all together, are larger by far than the state-sponsored promotions of the
HVB and are directed to existing or core markets, Therefore government’s dollars
can be re-directed to new markets without significantly diminishing the private-

sector promotion by those hotels, airlines, and so forth,

Another strategic purpose for state dollars is to be held in contingency plans

for reacting to emergencies, not to mention unexpected opportunities,

The underlying use of State funds is identifying and targeting new markets and
new market segments, A companion usage of State funds is improving the infor-

mation and data systems for both marketing and non-marketing activities,

Measures of effectiveness

Measurements can be complicated because tourism is affected strongly not just
by what the State does but also by air fare structures, tour package rates, eco-

nomics, etc, Therefore our measures of effectiveness can be such as these:

* Visitor expenditure levels ( the amount spent by overnight visitors versus
growth projections )
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* Growth in off-season visitors
* Growth of new markets or opportunity segments through marketing programs

* Visitor industry approval ratings

Goals and strategies

This part of the new State strategic plan for tourism maps the objectives we

wish to reach and the steps to get us there,

The first goal is to plan State tourism policy and to monitor marketing, adver-
tising, and promotion, In addition to these there are the forward-locking tasks
of analyzing and identifying trends, exploring new markets, and selecting opportunity
markets, This goal is addressed through internal operational steps which we need

not cover now,

The second goal includes : maintaining a high quality visitor program and pro-
moting optimum growth, As I mentioned earlier, we intend this to mean steady,
coordinated, growth, Therefore the maintenance and expansion of Hawaii’s market

share is limited to those markets which are specially targeted for expansion,

One of the strategies for meeting this goal is developing new opportunity

markets, These markets have certain definable benefits :

* High expenditure per visitor-day, which creates more revenues without ad-
ding to the visitor count,

* Travelers who visit neighbor islands, especially islands with low occupancy
levels,

* First-time visitors who can be added to the population of repeat visitors,

* “Leader” segments such a celebrities and sports figures who attract valua-
ble promotional coverage.

* Travel agents and tour operators who can create a multiplier effect in their

home markets,

213~



e BEHE

* Growing or emerging geographical markets, such as the northeast and south-
east U,S,, where Hawaii’s share of the visitor market is low,
* Travelers who are resistant to economic decline, who travel even during

adverse economic times,

Another strategy under the same goal is to promote greater travel to Hawaii
during off-peak periods. This helps maintain steady levels of employment for

people working in the industry,

The third goal in the state plan is improvement of the tourism physical plant,
and promoting community acceptance and support of our visitor industry, We will

return to the subject of community support later,

To those three major goals that we have covered, the state strategic plan
adds a set of new initiatives which not only enhance the visitor industry but also

offer new and exciting opportunities for Hawaii residents, Some examples are :

+ The Hawaii World Cup, an international yacht race
* Improvements in the top resort district, Waikiki

* Expanded parks and green-space programs

* Health spa and health resort developments

* Business Meeting and Conference Center development

* Ocean Recreation market development

Having covered highlights of the strategic plan, let me now share with you

some of the State’s activities which complement the plan,

Additional Visitor Research

During the past year a new ingredient was inserted into some HVB promo-
tional advertising with some interesting results, One group of ads in selected

magazines across the nation included, for the first time, a reader-response card,
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The responses to those cards provided information for a valuable new tool : a

consumer database of personal travel preferences by readers who had high poten-

tial to visit Hawaii,

Recognizing the insights this database gave us into people’s travel preferences,
we expanded the database into targeted markets including potential honeymooners,
golfers, and general sports enthusiasts, Thus, when the Mainland U,S, market
softened in the late summer of 1987 and winter of 1988, our media promotion was
augmented with direct-mail campaigns to readers who had indicated interest in

travel to Hawaii at those times of the year,

.Community Impact and Support

One of the more interesting specific activities growing out of the state’s poli-
cies and programs is the Tourism Impact Management System, Put simply, it
is a comprehensive and scientific measuring of the impacts that tourism has on
the people who live in Hawaii, Since Hawaii is a very small place, the regular
residents very frequently find throngs of visitors in the very same places where
they, the residents, go for rest and recreation, The state feels the responsibility

to measure and understand these impacts, and the new Impact Management System

has been started for that purpose,

This research will guide us in keeping alive the community’s “Aloha spirit] a

trait of friendliness which all other research identifies as a key element in visitor

satisfaction,

Competitive Analysis

As well as information about our potential visitors and about their impact on

our own people, the state pursues information about competitors, For example,
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the Caribbean Islands host 20 to 30 percent more visitors than Hawaii does, yet
it has similar proximity to our markets, comparable hotel facilities, air fares, and
climate, A new Hawaii program is studying such competitors, as well as the

perceptions that potential travelers have of our competitors and ourselves, This
competitive analysis, when completed, will further clarify how tourists, when faced

with multiple and similar type choices, make decisions about where to go.

Helping Foreign Visitors

One of the most important changes in tourism is the growth and competitive-
ness in the international market, Hawaii depends greatly on foreign visitors for
tourism growth, Therefore, removing or reducing obstacles for foreign visitors,
such as customs and immigrations is an urgent task, We are following with very
great interest the worldwide programs on airport procedures, and we are starting
to bring together the state and federal agencies involved, to better understand all
of the complexities of the situation, The magnitude of the task of streamlining

customs and immigration cannot be overestimated,

Air Transportation

Equally complex are the issues surrounding air carriers to Hawaii. Because
we are an island state, aviation is the lifeline of Hawaii for tourism as well as
for economic development in general, I might add, this is also true of the
Pacific region — such as American Samoa, Guam, and the Northern Mariana
Islands, They have Joined forces with us to press for the South Pacific’s needs
in the bilateral aviation negotiations and agreements between Japan and the United

States., The bilateral talks cover both passenger and cargo aviation,

We are also pointing out the advantages of tourism as an export, and how
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increased tourism between Japan and the United States helps reduce the U,S,

negative trade balance with Japan,

Marketing

Keep in mind that there are always two parallel marketing efforts going on at
the same time : the marketing work of the private sector — which is the individ-
ual promotional efforts of hotels, airlines, etc., using their own money — and the

marketing work of the Hawaii Visitors Bureau, using primarily public or taxpayers’

funds,

In the state’s marketing program, we see the visitor market — our sources of
visitors — as being divided into four general categories :
1. BASE MARKETS( the Western U,S, and Canada)., These markets are near

and fully developed, and market penetration is high, This market offers only
a little potential for long term growth but it is essential for a stable founda-

tion,

2. DEVELOPING MARKETS, those which have been developing over the last
7 to 8 years, This market currently consists of Japan. This market has been
showing dramatic increases over the last several years, It offers good short-

term and medium-term potential,

3. THE MEETINGS, CONVENTIONS, AND INCENTIVE MARKETS. This
has been developing over the last 10 years. It has very high potential for

medium-to-long term growth and for providing sources of NEW visitors,

4. NEW MARKETS, which have excellent potential for long term growth. This
market includes the non-western United States, eastern Canada, Taiwan, Hong

Kong, Europe, Australia/New Zealand, and of course Korea,

~217—



& BRWE

As | mentioned earlier, our present policy is to shift state marketing funds

away from the base markets and toward developing new markets for the future,

In concluding this review of Hawaii's tourism policies and programs, it is in-
teresting to note how deeply tourism has become a kind of “national factor] not
just for Hawaii but for so many countries of the world, What was once upon a
time a leisurely and neglected industry has in our present era become an economic,

social, educational, and environmental concern of governments,

It is an interesting challenge to all of us to keep this attractive industry
healthy, bringing with it the benefits of increased contact with other people in

friendship and peace,
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