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COMMUNICATION FROM JATA:  
An Overview of the Japanese Travel Industry
By Japan Association of Travel Agents (JATA)

I. Travel Market in Japan
1. Signs of Japan’s economic recovery have finally been seen since last year as a result of the government’s repeated public investments and other incentives. In such an environment, people in Japan logged 340 million stays on an overnight or longer trip domestically in 2000, a year-on-year increase of 1.2%. In other words, every Japanese travelled 2.5 times on average. The number of Japanese travelling abroad was 17.8 million, or 8.9% on top of 1999.

2. The sales of Japanese travel companies in 1999 totalled Yen 5.23 trillion (US$47.5 billion) for domestic travel, Yen 2.94 trillion (US$26.7 billion) for outbound travel and Yen 100 billion (US$0.9 billion) or less for inbound travel. In view of the improving economy, the industry as a whole is expected to earn approximately Yen 9 trillion (US$82.0 billion) this year. The total travel demand is likely to be Yen 20 trillion (US$181.8 billion), and its ripple effect on the economy approximately Yen 50 trillion (US$454.5 billion).

3. As of April 2000, some 11,000 travel agencies were registered as a legitimate Travel Agent. There are 900 tour operators under Category One, qualified to wholesale and retail “Agent-Organised Travel” including overseas package tours.

JATA is a non-profit travel trade organisation authorised by the government, and comprises some 2,500 member-companies, including the majority of those Category-One tour operators. It seeks to contribute to the development of the travel and tourism industries and improve the quality of services to travellers, while conducting a variety of activities　under the Travel Agency Law.

II. Access to the Japanese Overseas Travel Market

4. With the economic recovery, the number of outgoing Japanese is expected to be in excess of 18.0 million this year. Those host countries with their own tourism promotion offices in Japan are better positioned to keep their competitive edge. Any efforts to improve tourism infrastructures will tremendously help the Japanese tour operators promote new destinations. Among other things, easy access, more airline seats, lower group airfares and educating local Japanese-speaking guides are essential factors in tourism promotion. A visa waiver program is an added incentive.

5. Even those remote countries less frequently visited have a good chance to attract the attention of both tourists and tour operators. Combined efforts by neighbouring countries are a key to success in the destination marketing as a region. An average Japanese traveller is still inclined to visit 2 or 3 countries on one long-haul trip.

6. It should also be noted that, the Japanese are particularly concerned about personal safety and therefore very sensitive to the crime rate, security and hygiene of host destinations. The government has been issuing “Travel Advisories” in five degrees, updating information on security concerns of each country. The higher the level, the more serious the security concerns. If the Travel Advisory becomes Level 2 or higher, travel companies are virtually not allowed to plan or operate any leisure trips there by administrative guidance.

III. Online Travel Business

7. Travel companies have been trying to catch up with the speed of technological change, while trying to work out an e-travel business model best fitted to end users. Although not yet fully developed, the management sees it as the fifth distribution channel after over-the-counter sales, outside sales, telemarketing and wholesaling.

8. A recent survey by JATA has indicated that 75% of the repeat overseas travellers usually go to their travel agents for information, while 42% of respondents say that they have clicked and gathered information over the Internet. When it comes to making reservations, only 4% of the total did so on the Net, and the majority of people had their travel agents handle that.

9. To address the risk of credit card fraud and other security concerns over the Internet, some travel companies have started floating the idea of exploiting networks of 40,000 convenience stores across the country. Consumers, after having confirmed reservations electronically, will be directed to a nearby store to pick up coupons or vouchers in exchange for payment. In Japan, all of the convenience stores provide money collection services for utilities, telephone companies, etc. in addition to their core retail business.

10. Web-sites handling piecemeal airline tickets and hotel rooms will be in high demand among those individuals who want to make their own arrangements. With Internet technology making it easier, this market will place in cut-throat competition suppliers, travel agencies, and upstart online discounters. Ironically, Expedia, the second largest online travel agency in the US, has successfully outgrown its dependency on discount airline ticket sales, which is now only 25% of the total turnover. They have a plan to open up travel offices in various locations to provide both online and offline customers with personalised assistance.

11. It appears that there is no shortcut to making a corner in the marketplace overnight and running it profitably. Most of the industry people feel that the Internet is an indispensable marketing tool for them, but they must start with the experience and reputation of their core competencies.

12. There is an impending issue of cross-boarder travel Web-sites routinely doing business with Japanese consumers outside the jurisdiction of the Japanese laws. Even if a Japanese traveller has suffered any damage, financially or physically, he or she cannot expect protection or compensation as stipulated by law. It is necessary, therefore, to make rules on a multinational level concerning electronic commerce beyond national boundaries. With in mind it will take some time to internationally establish those rules, JATA believes that private initiatives are also important as immediate measures. JATA functions as an alternative dispute resolution system and mediates between consumers and member agents. Furthermore, JATA and All Nippon Travel Agents Association (ANTA), the other travel trade association in Japan, have just introduced an “e-TBT (electronic Travel Business Trust) mark” for “good travel sites”. If these functions are provided on an international basis, with the linkage of travel trade associations in other countries it could be a great help to e-travellers in the world.

IV. Changes in Partnership between Travel Agencies and Airlines

13. Amid the controversy over the Internet, carriers, hotels and even the most conservative Japanese ryokan inns are poised to offer their inventory directly to consumers. It looks like they now dare to compete head-on with travel agents, their own business partners.

14. As part of deregulation, domestic airfares were liberated in July last year. All the domestic airlines implemented various special low fares, while actually raising their base fares by approximately 15% on average. These fares are offered directly to consumers over the Internet to avoid commissions to travel agencies. Moreover, these carriers have also introduced ‘Internet-only’ fares with maximum 30% off the normal fare exclusively to online customers. JATA has been against such a policy because travel companies stand behind those who want unbiased access to all fares. Japanese consumers are not well aware of a so-called “digital divide” disparity existing in between haves and have-nots. We must take heed that those who are not wired should not receive disadvantageous treatment in terms of the quality of information and lower prices.

15. As for international airline tickets, the government ruled in 1999 that airlines no longer require its approval on commissions to travel agencies. Shortly after the IATA resolution on commissions discontinued last July, Japan Airlines became the first carrier in Japan to announce their decision to reduce the commission from 9% to 7%, effective 1 April this year. Some 40 carriers followed suit in a matter of a few months. JATA immediately protested against their notice that lacked prior consent, demanding reconsideration. It is hard to understand why every airline has made the identical commercial decision in the pro-competitive marketplace.

16. The Japanese carriers established a joint Web-site company for online sales of domestic airline tickets, slated to go into business around April this year. Travel agencies are told that they may enter a contract for access to the joint Web site, without commission except nominal remuneration. JATA has firmly requested that Web sites of travel companies can be equipped with the same kind of facility that the joint venture has. These carriers are also expected to form an online travel agency as a joint venture by 14 international carriers. We fear these business models might enable participating airlines to engage in anti-competitive practices and expel travel agencies and other intermediaries from a level playing ground.

17. On a global level, The Universal Federation of Travel Agents’ Associations (UFTAA) and IATA started a joint consultative council where an overall airline-agency relationship is to be reviewed together with the agency’s role and remuneration. In the US, after repeated pleas, The American Society of Travel Agents, Inc. (ASTA) finally moved DOT (Department of Transportation) and DOJ (Department of Justice) to look into airlines’ behaviour and business practices. Concurrently, ‘Air Traveller’s Bill of Rights’, sponsored by ASTA, and other related proposals have been under deliberation at the Congress. In liaison with these initiatives, JATA should waste no time in finding a breakthrough for a favourable working relationship with the airlines that endorses fair competition and consumer’s best choices.
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