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Mony Slngaporeans w1ll be surprised to learn that the supnly
of hotel rooms in response to demand in the Remiblic bears a closc
rosemblance to the supply of pigs to the markcte Yet I believe
this to be so and the explanation is a simple once In both |
instances, therc is a time lapse in the responso of supply to denande
The subjcot is studled in one of the more arcanc branches of micro

cconomios cxllcd thc Cobweb Theorcme

To ovex-31mp11fy, the process works in this waye When pricc
,(f pork 1s hlgh, pig farmers rear more pigs in the hope of maoking
morc moneye This is a ratlonal business respoiscs However, sincc
211 pig farmers do this nore or less togethery when the piglings
grow up and rench the mm“ket thore is a glut and priges dropo
Parmers then reduce the number of piglings they raisey thcrcby
onsuring that when;these mature, there will bc a shortage and pricus
go up again, '

1iteraturce

If we 1ook at statlstlcs on visitor arrivals, hotel roms

onhd cooupancy rates, very much the same thing can be seen to havc

happened&

In, 1964, therc werc only 91,000 visitors to Singaporee
then had 1,148 hotel‘rooms, Tho occupancy ratc was 68.9 per certe

The tourigt boom then got going and in 1967, visitor arrivals
knore than doubled, 205,00D¢‘ The number of hotel rooms was virtuslliry

the samo, 1,169, The average occupancy rate soarad 1o 931 ner cotte
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The hotcl bu1luln€ boom then began ond in subscqucnt

years, fhe mumbor of v1m1tor and hotel rooms. incrcased  rapidlye
By 1973, the number of fdurists had reached el million, or 5%
times the, number, in 1967. Pat the nunbor of hotol rooms wentd
up fauter, 9,413, or elght tlﬁbua So the occupnncy rato dropped
to 67g2 per cents The hotel business ron into frouble. LAny
{ unteznrlslng Slnbuporban w1th confidence in the Cobweb Theorem

‘could have PleGd up shurc of thlo Hotel for cbout 85 contse

. With low occupuncy rptes, the building of ncw hotels
 ;laoL¢nud.‘ Five ycars 1ﬂtcr, 1978, visitors arrivals pauscd
“thu two millicn mwrk, an 80 per cent increasce over 1973. On
the other hand, hotel rnnmg increased by a mere 22 pcrpent,'to

‘11,505. The occupancy rgtcfrogo to 86¢5 per conte So the
' bUIldln of hottls began éaaing Evidencc of this can be éeon
‘:1n nany parts of Slnghporoa ‘ '

; - It looks as if the hotcleroom cycle covers a poriod of
711;y¢ars from boom to béom;with‘a slump mideways If this is
S04 WO should sce another glut of hotel rooms in 198384

, ‘ T%m quout1ong arlubs Will this happen? Cannot we
‘ munago our afxalrs butter th.n pig farmers? On,the basis of

informa tlon I rcceived from 'ovornnbnt afencicsy the answers arcfss
(i) thﬂro w111 e no glub, and
(ii)~ we ¢an cutperform pig farmcrse

The rcason for opt1m1°m is thet there is now COwe .
ordination between the Slnanporo Tourist Promotion Board and
thoe Buil ;
Dovglornont. | ; ) ﬂﬁiiﬁjlgg%ojectionsﬁof visitor
arr1Vﬂls in future years. On the basis of estimotes made of
hotel TOOﬂu ruqulrcd, plonning aﬂprov1l ig adjusted to ensure

that tny wild swings o_‘thg rast will not recurs

e projedtions:show that by 1985, 3,98 million visitors

‘will'comeito Singcpere._ If we set 80 per cont occupancy rate as
a rougondbloytargofi,thon there should be 244424 roomse :
Projeotiqnskof hotel rooms in 1985 ceme to 25,390, But some

of prcgcht~hctcl rdomﬂ,yestimated at 10 per cont by the

:Tourl Promotlon Boarc Vfill be remoyed from the market for
 redovelopmente Thcre W111 thon be 24,123 rooms. If our plannors

hﬂvo dono thglr ﬂrmthmotlc correc'ély9 we shell be bang on target in 19850
U : ‘ bae.o/3e
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