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1 Executive Summary
The present report focuses on the expansion of a sport complex to Australia. It analyses the benefits that the country offers to a foreign investment due to its post- Olympics era and good economic conditions. We see that leisure expenditure is quite good and only a few negative factors may affect the investment.

Analyzing the positive and negative growth factors of the tourism industry in Australia, it becomes apparent that there are many opportunities for new ventures from abroad.

Flowingly, we analyze various approaches on the entry mode of an organization in a foreign market. We explore the literature and finalize the results accordingly to our approach.

Lastly, we propose a product mix for the complex to be created in Australia.

2 Introduction
The Australian economy remained strong throughout the last period, despite external influences like the Bali bombing in 2002 and the war in Iraq in 2003. However, there was continuing uncertainty caused by terrorism scares, the SARS

epidemic and a generally weak world economy adversely affecting the tourism market (Johanson, J. and Valhne, J.-E., 1992).

There were also a number of positive factors that did much to offset the negative influences of the world market (Johanson, J. and Wiedersheim-Paul, F., 1975). These included the hosting of the Olympic Games in 2000 and the Rugby World Cup in 2003, both events provided a much needed boost to the economy and the tourism trade in general during an otherwise difficult period. According to the Australian Bureau of Statistics the Olympic Games generated A$1.4 billion in expenditure by foreigners alone during the September quarter.
3 Rationale behind the choice of the country
3.1 GDP
Internal factors boosting GDP growth and maintaining the health of the Australian economy included low interest rates, which encouraged spending and home ownership (Agarwal, S. and Ramaswami, S.R., 1992), which in turn boosted the building trade. High levels of employment and low levels of inflation served to increase disposable incomes and spending among the population at large (Powley, C., 1993).

Tourism's contribution to GDP declined after the Olympics in 2000, further hit by the collapse of Ansett Airlines. The "September 11" terrorist attacks had a sharp negative impact on both domestic and international tourism. Tourism was further affected during 2002 by the war in Afghanistan, the Bali bombings, a drought throughout the country and the SARS scare. All of which served to discourage travel in the region.

GDP

continued to grow in 2004, with the incumbent Prime Minister again winning the general election with his campaign run on the back of the booming economy and the promise of continued growth following the signing of a Free Trade Agreement with the US. However, growth was slower than in previous years as no major sporting events were held in Australia in 2004 to bring in additional expenditure from abroad, as had occurred in previous years to boost economic growth.

Table 1 GDP 1999-2004 
________________________________________
A$ million
Current 1999-2004 % growth
1999 605,841.0 -
2000 650,324.0 7.3
2001 692,666.0 6.5
2002 734,258.0 6.0
2003 778,762.0 6.1
2004 806,019.0 3.5
________________________________________
Source: National statistical offices
3.2 Disposable Income
There is a strong correlation between growth in disposable income and increases in holiday taking (Buckley, P.J. and Casson, M., 1976) among Australians, as increased levels of disposable income allow consumers to spend more on luxury items (Jones, M., Wheeler, C. and Young, S., 1992), such as holidays, which would otherwise be unaffordable.

Disposable incomes rose strongly for much of the review period as the strong Australian economy resulted in high levels of employment, low interest rates and low levels of inflation, making more money available for discretionary spending. Growth spiked in 2003, as the economy boomed, but growth in 2004 was more muted due to the uncertainty caused by the general election, with the fear that if

Labour came into power it would raise interest rates and disposable incomes would fall as a result. The Conservatives won the election once again, but the impact was slow to be felt, with below-average growth in disposable incomes over the year as a whole.
Table 2 Disposable Income 1999-2004 
________________________________________
A$ million
Current 1999-2004 % growth
1999 326,922.4 -
2000 346,905.1 6.1
2001 370,046.8 6.7
2002 387,910.6 4.8
2003 423,225.5 9.1
2004 428,157.0 1.2
________________________________________
Source: National statistical offices
3.3 Leisure Expenditure
Australian consumers spent increasing amounts of money on leisure during the review period, with expenditure reaching A$56.8 billion during 2004 (The Economist). Growth rates in current terms fell slightly towards the end of the review period as more disposable income was spent on housing and renovations rather than on leisure expenditure, but maintained positive albeit minor growth in constant terms.

Leisure expenditure is greatly influenced by consumer confidence and disposable incomes (Clark, T. and Mallory, G., 1995). The booming economy and low interest rates and inflation meant that consumers had both the means and confidence to spend money on leisure pursuits (Johanson, J. and Valhne, J.-E., 1977). This had a positive impact on both outgoing and domestic tourism during the review period.

Table 3 Consumer Expenditure on Leisure 1999-2004 
________________________________________
A$ million
Current Constant
1999 

44,729.0 44,729.0
2000 48,173.0 46,098.6
2001 50,277.0 46,084.3
2002 53,403.0 47,523.9
2003 54,925.9 47,547.8
2004 56,765.1 47,894.6
________________________________________
Source: National statistical offices
4 Analysis of country's external environment (Industry Issues)
4.1 Political and Legislative Environment
The introduction of a 10% Goods and Services Tax (GST) on 1 July 2000 meant that the price of most travel-related services, such as air travel and accommodation, rose by around 10%.

In a range of circumstances, successive governments intervened to address market failure and instances of external shock creating market disequilibria (Håkansson, H., 1982). For example, the Commonwealth government intervened with a A$20 million short-term assistance package for the tourism sector following the events of 11 September 2001, this was followed by a further A$45 million assistance package during 2003, to be delivered over four years. No new legislation was introduced in 2003 and 2004.
4.2 Terrorism and security
The tourism industry in Australia encountered a number of major setbacks during the review period. Following the "September 11" bombings in the US in 2001, there was the war in Afghanistan and the Bali bombings in 2002, both of which further dampened the tourism market. This was followed by the outbreak of the SARS virus and the war in Iraq in 2003 and a softening world economy in general. The bombing of the Australian Embassy in Indonesia in 2004 proved that the threat of terrorism was never

far from the news.
4.3 Positive growth factors
The hosting of the 2000 Olympics Games in Sydney provided a significant boost to the number of overseas visitors to Australia. This resulted in increased awareness and interest in Australia due to the unprecedented media exposure before and during the games.

A further sporting event boosted growth in the latter half of the review period, with the Rugby World Cup in 2003 bringing tourists into the country. However, while the Olympic Games were centred in Sydney, the Rugby World Cup venues were wider spread, with Perth in Western Australia and Brisbane in Queensland also hosting some of the matches. This meant that the positive impact was more widely felt.

Australia's currency weakened against those of major world markets making the country more attractive as a tourist destination (Dunning, J.H., 1993). This, coupled with the containment of the SARS virus, led to increasing numbers of visitors from Asia and further afield. Factors like political instability and the threat of terrorism also provided a strong impetus to the growth of domestic tourism.

Qantas' launch of a new budget airline called Jetstar in 2004 opened up new domestic routes and offered a wider range of low-cost internal flights. This encouraged growth not only in domestic tourism, but also among international visitors to take multi-centre holidays.

Summary 1 Positive Growth Factors 
________________________________________

Sporting events draw visitors to Australia:
- Olympic Games in 2000


- Rugby World Cup in 2003 
Australia perceived as a relatively safe destination free of terrorist threat. 
Weak currency made Australia an increasingly attractive destination. 
Introduction of new low-cost airline Jetstar boosted domestic flight sales and domestic tourism in general. 
________________________________________

Source: The Economist
4.4 Negative growth factors
The tourism industry in Australia encountered a number of major setbacks during the review period. Following the "September 11" bombings in the US in 2001, there was the war in Afghanistan and the Bali bombings in 2002, both of which further dampened the tourism market. This was followed by the outbreak of the SARS virus and the war in Iraq in 2003 and a softening world economy in general. The bombing of the Australian Embassy in Indonesia in 2004 proved that the threat of terrorism was never far from the news.

Locally, the collapse of Ansett Airlines, Australia's second largest domestic carrier, in September 2001, had a major effect on tourism. This caused a further loss in confidence in airlines generally, as well as meaning that domestic capacity was reduced for a period of time, until the other airlines could increase their number of flights.

Weak currency for much of the review period meant that Australians found it increasingly expensive to travel abroad (Johanson, J. and Valhne, J.-E., 1990).

After having hosted some major sporting events in recent years, the lack of this external impetus represented a negative growth factor

in 2004, as these events bring a much-needed boost to travel and tourism sales in Australia. This led to below-average growth in most sectors of the market.

Summary 2 Negative Growth Factors 
________________________________________

Ever-present threat of terrorism.
SARS virus. 
Weak local currency made outgoing travel less affordable. 
________________________________________

Source: The Economist
4.5 Market Opportunities
Targeting Asian markets
Australia remains a popular destination for many Asian travellers and with disposable incomes in China rising and greater freedom of movement (Buckley, P.J. and Smith, G.E., 1994), this represents a significant potential growth market for Australia. Advertising campaigns should focus on encouraging an increase in Chinese student numbers at Australian universities (Granovetter, M.S. , 1973). Travel operators should pull together suitable packaged itineraries (Bello, D.C. and Verhage, B.J., 1989) and market them in China in an attempt to bring in more visitors.

Internet sales
Most of the major travel and tourism markets are considered to be in the mature stage of their lifecycle in Australia, with little room for new entrants. However, there remains significant potential for growth in internet sales, as evidenced by the growing number of sites that offer a range of hotel, car rental, transport and package holiday options from a variety of suppliers on a single site. This allows consumers to browse the available options at their leisure from a single site. Internet

sales are still less developed in Australia than in many Western countries and, as such, is one of the few remaining market opportunities.

Summary 3 Opportunities for Growth and Investment 
________________________________________

Targeting Asian markets, particularly China
Internet sales 
________________________________________

Source: The Economist

5 Choice of the entry mode
There is a continuing debate on the determinants of the market entry modes and channels of distribution utilized by companies as they internationalize (Andaleeb, S.S., 1992). Theoretical approaches basically divide into three, namely internalization/ transaction cost analysis (Turnbull, P.W., 1987), internationalization (Lindqvist, M., 1988) and establishment chain models (Rosson, P.J., 1987), and interaction network theory (Dunning, J.H., 1988). Much of the interest of international business economists has been the multinational enterprise (MNE) and the conditions under which (mainly) production activities are established and evolve overseas; the internalization/transaction cost approaches (Buckley and Casson, 1976) and the eclectic paradigm (Dunning, 1988) are the principal conceptual frameworks. Buckley et al. (1990) have widened the application of internalization theory to the non-production functions of stocktaking, distribution, generating customers and transport; in this way the work is brought closer to that of channel researchers who have applied transaction cost analysis to explain the choice between the internalization

of marketing and distribution functions and the employment of outside agents and intermediaries. For Anderson and Coughlan (1987) integration may be preferred when the firm possesses specialized knowledge and when agents are difficult to find. More generally, the authors argue that integration of the channel function is likely when: 
(1) Products require a high service level, are differentiated, less mature and are closely related to the company's core business (Ennew, C., Ünüsan, C. and Wright, M., 1993),
(2) The level of transaction-specific assets in the sales force is high; and (Hill, C.W.L., Hwang, P. and Chan Kim, W., 1990),
(3) Psychic distance is low (Whitelock, J. and Jobber, D., 1994).

Integration may be encouraged by the transaction difficulties identified by Williamson (1975), namely, those arising from opportunism (Gaski, J.F., 1984), bounded rationality (Young, S. and Hood, N., 1992), and asset specificity, with environmental uncertainty as an additional element (Powley, C., 1994). However, trust can reduce transaction costs by restraining opportunism: by reducing complexity, trust should also alleviate some of the difficulties associated with bounded rationality (Andaleeb, 1992). When firms are unable to trust their agents, hierarchical forms of transactions are the most likely outcome (Gannon, M., 1993).

6 Product Marketing
Club La Santa is located on the northern coast of Lanzarote in the Canary Islands. The complex was constructed in 1972, by a major bank (Turnbull, P.W. and Valla, J.-P.,

1986). The original intention was to create a self oriented village with accommodation for 6000 people. By 1983 it was transformed into a sport holiday resort. Now it plans to enter the Australian market.
6.1 Product
The product is a resort complex accepting guests, with major sports facilities. The whole complex is operating on the recently introduced timeshare concept. Visitors are diverse in nature and may travel as singles, couples, families or as part of an organized group such as a school, university or swimming club. During off peak periods it arranges a number of special event weeks that focus on cycling, running, aerobics and triathlon.
6.2 Price
The prices offered are at the market average.
6.3 Promotion
While visitors are drown from all over the world, the promotion strategy focuses on targeting major tour operators and air lines that visit Australia.
6.4 Place
The new complex is about to be situated in Sydney, outside the city, where other Olympic complexes still exist.
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