The Liberalisation Paradox: How Liberalisation increases Inbound Tourism by more than Outbound Tourism
Airline liberalisation will lead to lower fares or better services which will stimulate both inbound and outbound tourism. One would expect that these would be roughly equally affected, particularly if inbound and outbound traffic were of comparable magnitude on a route, and if demand elasticities were similar. However, in reality, this is not the case- as a general rule, the impact of airline liberalisation on total inbound tourism will be much greater than its impact on total outbound tourism from a country, such as Australia. In other words, it will lead to a net increase in tourism expenditure in Australia.

This seems paradoxical, yet its explanation is simple. When liberalisation leads to increased inbound tourism to a country, this increase comes from two sources- it partly comes from new, generated tourism traffic, and it partly comes from tourism traffic which is attracted away from other routes. These are routes to other countries, and the tourists are ones who would not otherwise have come to Australia. When liberalisation leads to increased outbound tourism, it comes partly from new generated tourism traffic, and partly from tourism traffic attracted from other routes. These are routes from Australia, and this is outbound tourism which was already taking place. Thus the net increase in outbound tourism from Australia is only the new generated tourism traffic. 

This is reflected in the worked example above. It is no fluke that the impact on inbound tourism is nearly three times the impact on outbound traffic. It would be possible that the increase in outbound tourism from Australia is greater than the increase in inbound if the traffic on the route was dominated by outbound traffic (e.g. it accounted for 75% r more of total traffic). This could be the case for some routes, though not the majority. As long as expenditures per inbound tourist are comparable to expenditures per outbound tourist (as is the case for Australian origins and destinations), it will also be the case that the impact of airline liberalisation on inbound tourism expenditure will greatly exceed its impact on outbound tourism expenditure.

If there is airline liberalisation, the impacts on inbound and outbound tourism will be similar in one- very improbable- situation. This is where all airline routes, between all countries including Australia, are simultaneously liberalised. Such multilateral airline liberalisation is unlikely in the near to moderate future. However when some but not all routes are liberalised, traffic shifts towards the liberalised routes away from routes which have not been liberalised. 

Thus Australian tourism will be a net gainer from airline liberalisation which affects routes to or from Australia. It will also lose if countries other than Australia liberalise, and traffic is attracted away from Australian routes. There has been discussion that European airline liberalisation, which has given rise to the low cost carrier boom with very low fares in Europe, has been negative for inbound tourism to Australia. The forthcoming EU-US liberalisation could be a significant negative for Australian tourism. It will encourage outbound US tourists to visit Europe more, and to switch away from other destinations, such as Australia, and it will also encourage European outbound tourists to switch away from Australia. Inbound tourism to Australia will fall, but outbound tourism will be more or less unaffected.

The aviation liberalisation paradox means that each of the liberalisation options currently under discussion in Australia are all likely to be positive for tourism in Australia, in that they will increase the net tourism expenditure coming into Australia. Allowing Singapore airlines to fly from Australia to the US; allowing Emirates more capacity into Australia; allowing Qatar Airways flights in to Melbourne; and Qantas gaining and using additional flights into Paris would all be positive for Australian tourism. 
