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1. Introduction

Destination Canada began conducting the annual Global Tourism Watch (GTW) program
in 2007. The primary purpose of this research program is to provide consumer-based
intelligence in 12 core markets around the world: Australia, Brazil, China, France,
Germany, India, Japan, Mexico, South Korea, the United Kingdom, the United States,
and the domestic Canadian market.

The overall objectives of the GTW study are to:

I

Monitor awareness, travel intentions, and other key market indicators for Canada
and the regions;

™

Assess perceptions of Canada and track brand performance against competitors
over time;

>\

Identify the general experiences sought by travellers and identify growth
opportunities;

Ve

A Identify motivators and barriers for travel to Canada; and,

Ve

A Determine the influence of various information sources on destination selection.

The GTW permits direct comparison of Canada to competing destinations in each market.
Destination Canada has designated the following destinations as competitors in the
Japanese market: the US, United Kingdom, France, Italy, Germany, Netherlands, Spain,
Switzerland, India, Australia, Finland, Sweden, and Russia.

Methodology

Data was collected via an online survey and has been weighted to represent the
Japanese long-haul travel population. The target population in Japan was residents aged
18 years and older, who have taken a long-haul pleasure trip outside of East Asia (e.g.,
China, Hong Kong, Macau, Japan, South Korea and Taiwan) where they had stayed at
least 4 nights with a minimum of 1 night in paid accommodation in the past 3 years, or
plan to take such a trip in the next 2 years.

Data was gathered from 1,504 respondents in Japan, including 203 recent visitors to
Canada, in December 2016. In the past, data has been gathered earlier in the year (April
through July), which is prime planning season for summer travel to destinations such as
Canada. It is believed the timing of data collection impacts results and the later field
window this wave may be responsible for some shifts in Key Performance Indicators
(KPIs).
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Figure 1.1: Study Overview: Japan Market

The target population are residents aged 18 years and older, who have taken a long-haul pleasure
trip, where they had stayed at least 4 nights with a minimum of 1 night in paid accommodation in the
past 3 years, or planto take such a trip in the next 2 years.

i

GTW Sample Distribution

Scugrpiveal Delilin Sample distribution: National

Timing of Fieldwork for Qualified Trips

U™ U U~ U
Outside of: East Asia
(e.g., China, Hong Kong,
2016 Macau, Japan, South
Korea and Taiwan)

Recent visitors to Canada: 203
Other travellers: 1.301
Total sample size: 1,504

Background

The Japanese economy is ranked the 3" largest global economy, with a 5.9% share of
global GDP (World Economic Forum, 2017). However, Japanese economic growth has
been sporadic for several years. Japan fell into an economic recession in the last quarter
of 2014, and after a volatile year in 2015, the country saw some positive, although small,
gains in the first quarter of 2016, fueled by higher government spending and a moderate
increase in private consumer spending (BBC News, May 2016).

The GDP growth rate in 2016 was 1%. The outlook for 2017 calls for a modest
improvement with GDP growth forecasted at 1.4%. However, there are some global
factors that could bring instability, including USeconomi ¢ measur es,
theEU,and Fr anceds pr earihamoretitisatill uneertagn hrawiJapan.will
handle its free trade strategy (OECD, 2017).

Productivity is another challenge for Japan. With a declining labour force due to an aging

popul ati on, i ncreased productivity is needed

productivity has been low or negative since the global financial crisis in 2008. While
immigration could have a positive impact on overall growth, there is long-standing
opposition to immigration among the Japanese population.

In November 201 6 , Japands une mpat dlYomehiatt is thiedotvest lewed s

observed in 20 years. It is predicted that the unemployment rate between 2017 and 2020
will remain at 3.2%.

Inflation was at 0.5% in November 2016, and for 2017, the inflation rate is estimated to
increase from 0.7% in the first quarter to 1.1% in the fourth quarter.
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Japan held national elections in July 2016, in which the incumbent governing coalition
won a comfortable victory, consolidating power for Prime Minister Shinzo Abe. Voters

sided with the coal it i on 0mvitdizateomahdadefensenpolieyr e d

reform, as well as promises to revise the constitution (The New York Times, July 2016).

Despite ongoing economic uncertainty, Japanese Consumer Confidence closed 2016 at
43.1, the highest level since September 2013 (Focus Economics, January 2017).

Japands outbound travel i ncreased by 5.

abroad. In 2017, outbound travel is expected to continue to grow at a similar pace (Japan
National Tourism Organization, 2017). However, tourism expenditures have been
dropping since 2012, declining by 1.5% in 2016 to US$23.7 billion. The outlook is more
positive for 2017, with outbound travel spending forecasted to grow by approximately 5%
to US$24.9 billion (World Travel and Tourism Council, 2017).

2. Market Potential

GTW data is used to estimate the size of the potential market for Canada. The table below
provides an estimate of the size of the potential Japanese market for Canada in two ways
T the macro target market and the immediate potential market.

The long-haul travel market size is derived from a 2016 omnibus study of the Japanese
adult population. Note that the long-haul market size was last calculated in 2010 and has
declined by 2.4 million. This decline is explained by an overall decrease in the incidence of
long-haul travellers in the Japanese market from 17% in 2010 to 15% in 2016. Long-haul
travel incidence is comprised of travellers who indicate that they have travelled for a long-
haul pleasure trip in the past three years, or intend to do so in the next two years. The
incidence of past three year travel has decreased since 2010 (from 14% to 13%) and the
next two year outlook for long-haul travel has also decreased (from 8% to 7%).

The proportion of GTW respondents who are in the dream to purchase stages for Canada
(62%) is used to calculate a target market estimate of 9.7 million.

The immediate potential is a more conservative estimate based on GTW respondents who
say they are definitely or very likely to visit Canada in the next two years. This translates
into a market of 2.61 million travellers with more immediate potential for conversion.

Among DC6s el even i ddpanrisnranked 8tmia Immediate potertial |

market size (behind the US, China, South Korea, France, the UK, Germany and India) .

However, actual visitation from Japan was ranked 7"a mong DCO6s i nternat.i

2016%. This means that Canada is doing well at converting potential travellers to actual
visitors in the Japanese market.

1 Destination Canada, Tourism Snapshot, December 2016.
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For context, Canada attracted 304,000 visitors from Japan in 2016, an increase of 10%
over 20152. The 304,000 arrivals represent 12% of the immediate potential market.

Figure 2.1: Size of Potential Market to Canada (Next 2 Years)

Size of Potential

Long-haul pleasure travel market 15.65 million
Target market for Canada (dream to purchase stage) 62%
Size of the target market 9.76 million
Immediate potential for Canada (definitely/very likely to visit in next 2 years) 27%
Immediate potential 2.61 million

Base: Target market for Canada = long-haul pieasure travellers (past 3 years or next 2 years) (n=1,504); Immediate potential for Canada = dream to purchase stages for P2P for Canada (n=954)

QMP1. Which of the following best describes your current situation when thinking about each of the following destinations for a holiday trip?
QMP6. Realistically, how likely are you lo take a holiday trip fo Ganada in the next 2 years?

Also of interestisthed e monstrated interest in Canadads
Potential market (2.61 million). Ontario holds the greatest appeal (62% or 1.62 million
potential visitors), followed closely by BC (51% or 1.34 million potential visitors), with
Quebec and appealing to 49% of potential visitors (1.28 million potential visitors).

Figure 2.2: Potential Market Size for the Regions

Key:
% likely to visit region
Immediate potential (000s)

Base: Those in the dream to purchase stages of the path to purchase for Canads and definitely/very likely to take 3 tnp fo
Canada (n=268)

QMP7. If you were fo take 3 holiday tnp to Canada in the next 2 years, which of the following Canadian fravel destinations
are you hikely to visit?

2 Destination Canada, Tourism Snapshot, December 2016.
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Despite being the wo r | third $argest economy, Japan6 s e c o n o miregnaingr owt h

sluggish due to ongoing economic instability. As such, it is not surprising that Japanese
travellers are erring on the conservative side when it comes to predicting short-term
leisure travel. The proportion of Japanese travellers saying they will spend less on long-
haul travel far surpasses the proportion saying they will spend more, both for short-haul
travel (-26) and long-haul travel (-19). Instead, Japanese travellers are more likely to
increase spending on travel domestically (+5).

Figure 2.3: Spending Intentions (in the Next 12 Months)

Leisure Travel Within East Leisure Travel Outside East
Asia (e.g., China, Hong Asia (e.g.. China, Hong
Leisure Travel Kongi(Macau Japan, South Konngacau Japan, South
Within Japan orea and Taiwan) orea and Taiwan)

m A little more 46% 43%

About the same

59%

Travel Market Qutlook +5

m A little less

40%

3. Competitive Environment 1 Key Performance
Indicators Summary

The outlook for Canada in Japan is quite favourable. Out of the 14 competitive destinations
that respondents were asked to evaluate, Canada is in 5 place on unaided consideration
and aided consideration and 7™ place for destination knowledge.

The GTW tracks the following Key Performance Indicators (KPIs) for Canada: unaided and
aided destination consideration, aided d
performance is tracked against key competitors for the long-haul travel market. The
competitive set was updated for 2016 to reflect actual travel patterns from each market.
The countries included represent 95% of the outbound travel volume to long-haul
destinations which are considered direct competitors to Canada (e.g., non-beach
destinations). For Japan, these destinations are the US, United Kingdom, France, Italy,
Germany, Netherlands, Spain, Switzerland, India, Australia, Finland, Sweden, and Russia.
The UK, Netherlands, Spain, Switzerland, India, Finland, Sweden, and Russia were not in
the competitive set previously. It is also important to note that 2016 data was collected in
December versus earlier in the year (April to July) in previous years. Seasonality may have
impacted KPI results this year, although it is impossible to know how much the results might
have been affected.
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Consideration

Unaided consideration represents top-of-mind presence of destinations in the consumer
mindset and requires travellers to think of destinations without being prompted. Unaided
consideration indicates that a strong impression has rooted in the mind of a traveller for a
destination. From a marketing perspective, travellers who have Canada on their unaided
consideration list may be easier to attract since they are actively thinking of Canada as a
travel destination. On an unaided basis, 3% of Japanese travellers mentioned Canada as
a destination under serious consideration in the next 2 years, in line with Italy (also 3%)
and very close to Australia and Thailand (4% each), but trailing the US by a wide margin
(10%). Older travellers aged 55+ were more likely to mention Canada (4%) as were those
who had visited Canada recently Canada (6%). Very few specific places in Canada were
mentioned by Japanese long-haul travellers, with the majority just saying Canada,
suggesting knowledge of specific Canadian destinations is low.

It is important to note that even though respondents are asked to list out long-haul
destinations they would consider visiting on an unaided basis, many respondents still
mention Japan and other short-haul destinations such as China, Taiwan and South Korea.
This could speak to the fact that many Japanese travellers are very domestic and short-
haul focused when thinking of travel destinations, and could represent a challenge for
convincing Japanese travellers to go further abroad.

Aided consideration represents the proportion of travellers who say they would seriously
consider visiting a destination, but only after they are prompted with a list of competitive
destinations. Travellers who have aided consideration for Canada may not be thinking of
Canada top-of-mind, but they are considering a visit. Continued prompts and cues through
marketing efforts could help move these considerers down the Path to Purchase. Canada
fares better on an aided basis with 15% saying they are seriously considering Canada for
a leisure trip in the next 2 years, on par with France (15%) and just behind Australia (16%)
and ltaly (17%). Once again, the US is far ahead (29%). Younger travellers aged 18-34
demonstrate a stronger preference for travelling to both the US and Italy, while there are
no significant differences by age for interest in Canada. Recent visitors to Canada express
stronger consideration, ranking Canada second overall in aided consideration, just behind
the US among all destinations in the competitive set.

Knowledge

The aided destination knowledge KPI (previously called aided awareness, but changed for
clarity purposes) measures knowledge of travel opportunities in each destination. Nine
percent of all Japanese long-haul travellers rate their knowledge of travel opportunities in
Canada as either excellent or very good. Among those considering Canada, destination
knowledge stands at 21%, behind India (32%), the UK (30%), France (25%), the US (27%),
Australia (24%), and tied with Switzerland, Germany, and the Netherlands. Efforts to boost
knowledge of Canadian travel opportunities could help to move potential visitors along the
path-to-purchase.
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Visitation

In terms of past visitation, 35% of Japanese long-haul travellers indicate that they have
visited Canada on a leisure trip at some point in their lifetime. Japanese travellers aged 35-
54 are least likely to have been to Canada. Those considering a trip to Canada are
considerably more likely to have visited previously (62%). Messaging designed to
encourage a repeat visit is recommended since past visitors to Canada voice considerably
higher interest in returning.

Figure 3.1: Key Performance Indicators

Key Performance Indicators (KPlIs) for Canada— Summary

All Long-Haul Recent Visitors Considering
. o Travellers to Canada’ Canada?
Indicator Definition (n=1,504) (n=203) (n=265)

Intentions:

% who mentioned Canada or a destination in 3% 6% 12%

Unaided destination consideration Canada:oa theit corsideration lists

Competitive positioning on aided Rank on the consideration list among 14 5 2 1

destination consideration destinations

Destination knowledge:

Aided awareness of travel opportunities % with excellent/very good knowledge of travel 0, 0, o,

in Canada opportunities in Canada 9% 30% 21%
[Postvsiaion ]

Past visitation % who have ever visited Canada for pleasure 35% 98% 62%

of 4 or more nights, with st least 1 night in paid sccommodations)

0 purchase for Canada

of East Asia (e.g.. China, Hong Kong. Ma: in the next 2 years. Which destinations are you senously

4. Path-to-Purchase

Like any other expensive and discretionary consumer product, there is a purchasing or
decision-making cycle associated with travel: consumers move through progressive
stages from not knowing anything about a destination to booking a trip.

Through additional research, Destination Canada has developed a nine stage Path-to-
Purchase (P2P) model for long-haul travel, starting with awareness of the opportunity and
interest in a destination, through to planning an itinerary, and booking travel and
accommodations. The final stage, advocacy, happens during and after the actual visit.

Destination Canada wants to understand where the organization can have the greatest
influence in converting those with interest in Canada to actual visitors.
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Figure4. 1 : D C{osPuréhase klodel

ON DREAM LIST

ON CONSIDERATION LIST

CONSIDERATION
CREATING A

e VACATION

ADVOCACY

EVALUATION

ADVOCACY

DETAILED
ITINERARY
PLANNING
EXPLORING
CANADA

FINALIZING
TRAVEL
BOOKING A TRIP ARRANGEMENT

In addition to looking at individual stages of the P2P, Destination Canada has identified
phases travellers move through in the purchase cycle. Key phases are defined below and
are referenced throughout this report.

Figure 4. 2 : D C dosPuréhase Model

Unaware Have never thought of taking a trip to this destination
Aware Not interestedinvisiting/returninginthe foreseeable future
On Dream List Dreaming aboutvisiting/returning someday
On ConsiderationList Seriously considering visiting/returninginthe next 2 years = o
5 S .
Creating a Vacation Movie Have startedto gather some travelinformation for a trip to this destination ?, g »
9 L (2}
¥ 3] =
Detailed Itinerary Planning Am planningthe itinerary for a trip to this destination = g §
o
sl | 3
Am currently making transportation and accommaodation arrangements S o 3
4 2
sl @
Have already booked my transportation and accommodations

Overall, not many Japanese long-haul travellers appear to be actively engaged in
planning a visit to any competitive set destination. Only 13% are actively planning a trip
to top destinations (France and the US). The US is arguably in a stronger position than
France with 18% seriously considering a trip vs 12% for France. Australia, the UK and
Italy follow with each seeing 10% in the active planning stage.

Just 9% of Japanese long-haul travellers are actively planning a trip to Canada, with an
additional 8% seriously considering a visit. Younger travellers aged 18-34 are over
represented in the active planning phase. Once again, results may be impacted by the
timing of data collection in 2016 (respondents may be thinking of winter trips). For this
reason, 2016 results should not be compared with previous years.

The majority of Japanese long-haul travellers are in the dreaming phase for all
competitive set destinations, including Canada (46% are at this stage). Those dreaming
of Canada are more likely to be older travellers aged 55+ (49%).
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Figure 4.3: Stage in the Purchase Cycle by Country

NET Active Planning

Canada | 23% 15% 46% 8% L. B% 9%
1 M Have never thought of taking a
France |IEEANNNETT 45% 12% 9% 13% trip to this destination
United States g ld% 15% 4% 18% 2 5% 13% ® Not interested in visiting/returning
Austraia IREGEEERINE 18% 10% in the foreseeable future
Dreaming about visiting/returning
Italy 19% 15% A7% 10% someday
United Kingdom m 48% 8% 5% 10% [ Serioqsly‘co?‘sideringzvisiting/
: turning in the next 2 years
Germany | 21% 14% 46% 11% 24% 8% - H?ve stane? to gather sr?‘me travil
0 information for a trip to this count
Sweden |ITC A 45% [ 1L7a%) 8% o T S Py
Switzerland m 42% [ 10% E374 | 8% ® Am planning the itinerary for a
. trip to this country
Finland 35% 14% 43% 6% : 5
) W Am currently making transportation
Spain 21% 16% 51% 7% |3%| 5% and accommodation arrangements
[
Netherlands 36% 18% 37% (5% || | 3% B Have already booked my
o] _ transportation and accommodations
Russia 51% 14% 2% 4% | 3%
B% | 3%

|
India 56% 15% 24%

wnines from the competitive sef (n=vanes)

QMP1. Whi

Getting travellers to move through the purchase cycle to booking a trip is critical. The
charts below show Canadaébés progress <convert:.
purchase cycle relative to top competitors (determined by past 3-year visitation) and other
destinations in the competitive set. For reference, also shown is the average across the
entire competitive set. 6Strongdéd and Oweakd
statistical analysis, specifically if a conversion ratio is greater than one standard deviation

from the average, then it is considered 'strong' and if a conversion ratio is lower than one
standard deviation from the average, then it

At the dreaming stage, Canadads perfor mareall of the otherdop age a ¢
competitors with the exception of the US, which is the strongest performer. Of note,

France has a particularly strong conversion ratio from awareness to dreaming, even

higher than the US, but this is not maintained through the purchasing cycle.

At the creating a vacation movie stage, Canadads perfor maalang r emai
with other top competitors, with the exception of the US, which is weak at this stage.

Since this stage is focussed on information gathering, ensuring prospective visitors can

find the information they seek is paramount. The key to helping prospective visitors move

further along in the purchase cycle is to provide information which presents a full picture

of what a trip to Canada could look like e.g., a focal point to anchor a trip or itinerary
suggestions.

At the final stage, booking a trip, Canada has converted 1% of prospective visitors into
actual visitors, on par with Germany, and just behind Italy (2%) and the US, which holds
the top spot at 3%.

For context, the US recorded 3.6 million arrivals from Japan in 2016, while Italy saw 1.1
million in 2016, Germany logged 545,000,and Canada welcomed 304,0003.

3 Destination Canada, US National Travel & Tourism Office, Italian Tourism Board, Department of Tourism Thailand,
Statistisches Bundesamt
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Figure 4.4: Path-to-Purchase Conversion i Top Competitors

On Consideration Creatinga Detailed Itinerary Booking a
Awareness On Dream List List Vacation Movie Planning Trip

Canada
7% 0.81 - 62% 0.26 I 16% 0.53 I 9% 0.45 I 4% 0.18 | 1%

United States

- 87% 083 - 71% 043 . 31% , l 13% 0.63 I 8% 033 | 3%
Australi

ﬂa 84% 0.80 - 67% 020, [ 20% 053 l 10% 0.49 I 5% 0.06 | 0%
F

ﬁ 81% ose [ o 035 [ v 053, || 13% 070 || o 003 | 0%
Ital

a‘ 81% 0.81 - 66% 028 I 18% 0.56 I 10% 044 I 5% 036 | 2%
Germany

- 79% 0.82 - 65% 029 I 19% 0.44 I 8% 0.52 | 4% 017 | 1%

United Kingdom
- 78% oss [ oo~ 0z [] 18 0.55 I 10% 0.50 |59'. D o

Average Among Competitive Set
73% 0.80 - 59% 0.28 I 16% o054 || 9% 057 | 5% 029

Conversion ratio ) Weak Strong
Identified through statistical analysis

Examining purchase cycle results for destinations visited less frequently by Japanese
travellers is also informative. Few of these destinations record above average conversion
rates at any stage, with the exception of Russia, which has a strong conversion ratio at
the booking stage.

While examining what Russia is doing to convince Japanese travellers to move from

planning to booking is worthwhile, it is important to keep in mind the proportion booking

is equivalent to Canadads resul t. F mpottamte r , t h
to bear in mind with Russia attracting just 93,500 Japanese visitors in 2015%.

Figure 4.5: Path-to-Purchase Conversion i Rest of Competitors

4 Federal State Statistics Service.
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