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Abstract

The study investigated the concept of elasticity of demand in relation to Zimbabwe tourism
destination performance. The main variables for analysis as drivers for elasticity of demand
in Zimbabwe tourism destination have been identified as price charged, tourists’ disposable
income, price of other related tourism destinations, marketing and media publicity. The study
applied atriangulation research design (both quantitative and qualitative designs). The results
of the research showed that price, disposable income and price of other related tourism
destinations are critical in enhancing market position of the Zimbabwe tourism destination.
Also tourism specified variables which are naturalistic and cultural originality have proved to
be on the forefront in improving tourism demand. This is because they are tools which
enhance decision making, pricing strategy, government tax levels and price discrimination.
The research therefore recommended a low pricing strategy to meet the general economic
affordability, aligning to the low disposable income of the locals and matching with the
prices charged by other regional and international destinations so as to be competitive and
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gain market share. Original culture and sustainable management of natural resources have
been regarded as pertinent drivers to improve tourism demand in Zimbabwe.
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1. Introduction

Elasticity of demand has been established as a responsiveness of quantity demanded due to
changes in the price and other determinants of demand (Lipsey, 2009). Tourism destinations
like general products depend on the responsiveness of tourists in meeting changes in prices
and other determinants. Globally, tourism demand has followed changes in various factors
such as changes in income levels and competition between destinations in the form of
substitutes. The concept of elasticity of demand has been identified as a combination of the
function of own price, disposable income and price of other related goods. This has resulted
in three main types of elasticity of demand namely own price elasticity of demand, income
elasticity of demand and cross price easticity of demand (Sloman, 2003). Own price
elasticity of demand refers to the measurement of the responsiveness of quantity demanded
due to a change in the price of the same product or service at a given period in time (Mankiw
& Taylor, 2006). In relation to tourism destinations own price elasticity can be regarded as
the responsiveness of tourists demand for tourism offerings due to a change in the prices
charged by tourism businesses. The income elasticity of demand is the responsiveness of
guantity demanded for a service or product in relation to a change in the disposable income of
the customers (Samuelson & Nordhaus, 2005). The disposable income of tourists can affect
the demand for tourism products and services. Cross price elasticity of demand is therefore a
measurement of the responsiveness of quantity demanded due to a change in the price of
related goods and services (Lipsey, 2009). The related goods might be complements or
substitutes. In relation to tourism destinations, cross price elasticity can be referred to as a
measure of how tourists demand tourism products and service in a destination in relation to
the price being charged by other destinations on the global market. The Zimbabwe tourism
destination has experienced slumps in touristic businesses over the years especialy the
periods after year 2000. The reasons for the downfalls have been pointed to unfavorable
social, economic and political issues (Chibaya, 2013). The effect of these uncertainties has
seen tourism businesses closing and the tourism sector failing to achieve its mandate as a
strengthening pillar of the Zimbabwean economy. Prices have increased tremendously with
massive salary cuts and retrenchments. Also other destinations especially those in the African
region have gained an upper hand in their pricing becoming close substitutes for Zimbabwe
as a tourism destination. Therefore this has created a need to investigate how the knowledge
of elasticity of demand can improve operations of tourism businessesin Zimbabwe.

2. Statement of Problem

Various factors have been considered as determinants for the falling down of Zimbabwe
tourism destination performance. The generdization of the variables deters a common
understanding of the real market variables that should work on to improve the status quo. The
study engaged an elasticity of demand analysis so as to determine on the factors that are most
critical to which the tourism industry in the country respond to their changes.

3. Literature Review

The significance of the concept of tourism elasticity of demand differs from one destination
to another globally (Crouch, 1995). This is because of variety and uniqueness in tourism
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offerings from one destination to another. Price has been a common factor in determining
responses of tourists ranging between elastic and inelastic with the most “wanderlust”
destinations having an inelastic demand and “sun lust” carrying an elastic demand (Crouch,
19944a). Inelastic demand meaning that a more than proportional increase in price leads to a
less than proportional decrease in the quantity demanded for tourism activities (Manki &
Taylor, 2006). Those destinations with an elastic demand, when there is a less than
proportional increase in the price it results in a more than proportional decrease in the
guantity demanded for its offerings. Song et al. (2010) tested the demand elasticity using a
bias-corrected bootstrap and found out that the demand for long-haul and improving
economies is highly elastic to income meaning that the more the income received, the more
people want to make tourism visits and the short-haul destinations are highly price elastic
such that the less expensive the more tourists and the high expensive the less tourists.
Elasticity of demand is changes following trends in price and income (Tran, 2011). Also, the
consumer theory denotes that there is a strong effect on the international tourism arising from
changes in the price of complements and substitutes (Muchapondwa & Pimhidzai, 2011).
These complements and substitutes can be regarded as resultant variables of cross elasticity
of demand (Divisekera, 2003). Lim, Min and McAleer (2008) anaysis of the income
elasticity of demand in New Zealand showed that Japanese tourists have appreciated
spending in the country’s tourism. Also Croes and Vanegas (2005) investigated elasticity in
the US, Netherlands, and Venezuela and found out that Venezuelan tourists are more elastic
to price than the American and the Dutch tourists.

4. M ethodology

The study was based on a triangulation research design which is a combination of both
guantitative and qualitative approaches. The respondents to the study included 15 from hotels,
5 from ministry of tourism and hospitality, 4 from ministry of finance and economic
development, 17 travel agents, 7 holiday resorts and 6 from Zimbabwe Tourism Authority
making up a total population of 54. A qualitative research was done in order to obtain
elasticity variables common in the Zimbabwe tourism industry. In-depth interview guide was
used as qualitative research instrument. Various top operation managers and tourism
consultancy were interviewed. The questionnaire as a quantitative research instrument helped
in obtaining data on the elasticity variables affecting Zimbabwe tourism market performance.
Data analysis was done using average means ranging from 1 to 5 (1= Strongly Agree)
(5=Strongly Disagree) and these were presented in the form of atable and bar graph.

5. Findings and Discussions

The study used a qualitative approach in determining the most crucia variables that affects
elasticity of demand in the Zimbabwe tourism destination. This was through in-depth
interviews that were done to operation managers and consultancy in the tourism industry. The
determinants were further analysed on their effect to various respondents using a survey
guestionnaire as a quantitative research design and the results are as shown in table 1 and
figure 1 below.
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Table 1. Responses on the variables affecting elasticity of demand in Zimbabwe tourism
destination
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Changein Changein Change priceof | Failingto Negative media

Respondents Prices Disposable other market publicity
Income destinations

Hotels 2141 1.001 1.220 2.789 1.210
Ministry of 1.988 1.108 1.117 3.456 1.012
Tourism and
hospitality
Ministry of 1121 1.056 2971 2.777 1.359
Finance and
Economic
Development
Travel agents 2.101 1.410 1.003 2.547 1122
Holiday resorts | 1.531 1.007 1.210 3.561 1.050
Zimbabwe 1.314 1112 1.064 4.556 1.001
Tourism
Authority
Total means 10.196 6.694 8.585 19.686 6754
Average means | 1.699 1.115 1431 3.281 1.126

Note. The average mean are in arange of 1-5 (1= Strongly Agree; 5=Strongly Disagree).
Source: Research Survey (2015).
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Elasticity and other demand determinats

Figure 1. Responses on the variables affecting elasticity of demand in Zimbabwe tourism
destination

Note. The average mean are in arange of 1-5 (1= Strongly Agree; 5=Strongly Disagree).
Source: Research Survey (2015).
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The average means in table 1 and figure 1 above shows that changes in disposable income
has the lowest average mean (1.115) followed by negative media publicity (1.126), changes
in the price of other destinations (1.431) and changesin price (1.699). Failing to market has a
high average mean of 3.281. Disposable income can be referred to as net income after tax.
The Zimbabwe tourism destination is struggling to provide wages and salaries that meet the
poverty datum level. This has negatively affected the consumption of tourism products and
services by local people. Also at an international level various economies both developed and
developing countries have faced economic slumps over the years leading to retrenchments
and high unemployment rates. This has reduced the aggregate disposable income levels at a
global level. The tourism consumption has been reduced therefore showing that levels of
incomes affect the budget of both local and foreign tourists. The responsiveness of tourism
demand to negative media publicity is also highly negative. This is because information and
word of mouth has a greater effect in tourist consumption behaviour. Zimbabwe tourism
destination has been tarnished by international negative media publicity which resulted in
reduced demand for tourism offerings. Other existing tourism destinations especially in the
Southern African region have become substitutes for Zimbabwe tourism destination over the
years. This is because the shortages and inflationary gaps that transpired in the country
resulted in the prices charged in Zimbabwe tourism destination becoming relatively high thus
losing market share to other destinations. The general price level of tourism products and
services also affected the elasticity of demand but not to an extent of other issues like income
levels and media publicity. Zimbabwe Tourism Authority has aggressively marketed the
tourism destination over the years and this is shown by the response of participant who
denied that failing to market has affected the country’ s tourism elasticity of demand.
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5.1 Contributions on Other Tourism Specific Determinants

During the research survey, the respondents provided other main determinants which have
been regarded as tourism industry specified. These determinants included culture (originality)
and environment management (naturalistic). The responses showed that there is a direct
relationship between the originality of culture and quantity demanded for tourism products
and services. When a tourism destination preserves its culture by maintaining original values,
beliefs and norms it becomes unique and will have a price inelastic demand. This means that
even if the prices charged in a tourism destination becomes relatively expensive, people will
still patronize the tourist destination as it carries a unique culture that everyone want to
experience. Therefore in this case culture becomes one of the most dominant determinants of
Zimbabwe tourism destination demand. An origina culture will lead to a less than
proportional decrease in quantity demanded for tourism when the price goes up by a more
than proportionate margin. Thisisin line with the concept of relatively price inelastic.

The current paradigm has seen tourists inclined to environmentally friendly practices. Thisis
because of the increased disturbance in natural resources giving rise to detrimental issues
such as global warming and extinction of rare species. The new view has therefore become
highly naturalistic with tourists favoring tourism organisations that are practicing green
management, eco-certified and sustainable practice endorsed. The response divulged that the
new tourist has a relatively high price inelastic demand on tourism products and services

23



ISSN 2333-3324

\ Macrothink Case Sudies in Business and Management
A I“Stitute " 2015, Vol. 2, No. 2

when a destination is perceived to be purely naturalistic. The construction and establishment
of facilities which are aesthetic to nature has increased demand for tourism products and
services. Even with a relatively higher pricing system, tourists will aways visit an
environmental friendly destination as they will manage to see rare species which have
become extinct in other tourism destinations. A combination of the two mainly discovered
determinants of culture and naturalistic has led to a new tourism elasticity model as shown in
figure 2 below.

Maturalistic Original

Culture

e

Figure 2. Tourism inelastic demand determinants

Source: Research Design (2015).

6. Recommendations

Zimbabwe tourism destination can be effectively positioned through striving to charge low
prices. Elasticity of demand avails vital information for tourism organizations and business to
manipulate pricing so as to increase demand for tourism products (Tran, 2011). As
discovered from the research using the price elasticity of demand concept, the tourism
offerings in Zimbabwe are highly perfectly price elastic. This means that a slight increase in
the price of the country’s offerings will lead to total Slump in their demand.

The disposable income of the maority in Zimbabwe is at low levels as it cannot meet the
poverty datum level requirements. The tourism income elasticity for various tourism
offerings has proven to be negative. This means that the disposable income levels of the
locals cannot afford the prices charged by various tourism businesses. Therefore price should
be reduced to match with low level of incomes in the economy. This helps in improving the
real income of potential local tourists such that they will regard the tourism product as a
normal good and increase their consumption.

Zimbabwe tourism destination should charge prices that are relatively cheap compared to
other destinations particularly in Africa. The price cross elasticity of demand concept
reveaed that, Zimbabwe tourism destination prices are relatively high as compared to those
of neighbouring destinations. This means that Zimbabwe tourism destination is being
substituted with other relatively cheaper destinations thus losing its share on the global
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tourism market. Therefore, to improve on the position of destination Zimbabwe there is a
need to adjust the prices so that they become competitive.
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Zimbabwe tourist destination should put mechanisms and policies that help in encouraging
high preservation of culture and sustainable management of natural resources. Thisis because,
these are the main factors that attract the new type of tourists who is adventurous and expects
new experiences associated with originality.

7. Conclusion

The concept of elasticity of demand has proven to be an effective tool in positioning
Zimbabwe tourism destination. The main discovered elasticity of demand includes price
elasticity of demand, income elasticity of demand and cross price elasticity of demand. They
measure the responsiveness of quantity demanded for destination tourism offerings due to
changes in prices, disposable income and price of other related tourism destinations
respectively. Knowledge of these concepts has proven to help in improving tourism
destination operators decision making, destination price strategy, tax decisions of the
government and price discrimination.
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