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1.INTRODUCTION

Over the last few years, federal and provincialgovernmentshave increasingly

focussed their attention on the tourism product in order to ensure that Canada

continuesto offer competitive,unique and superiortourism productsto a growing

andmoresophisticatedmarketathomeandabroad.

At the last Conferenceof Tourism Ministersin June of 1987, each jurisdiction

agreed to produce a productdevelopmentstrategy. Parametersfor these product

strategieswere drawn up by the Ministerswhereby it was agreed that product

developmentshouldbe based on the researchedneeds of domesticand international

markets and that the overall objectivesof product developmentare to improve

internationalcompetitiveness,stimulateinvestmentand create new jobs in all areas

of Canada. At the same time, Ministersexpressedthe need for a forum where

productdevelopmentissuescouldbediscussedwithindustry.

As a preliminarystep towards the developmentof a federal product development

strategy,Tourism Canada has undertakenan analysisof trends in the marketplace ~

which have implicationsfor productdevelopmentacross Canada. The state of the I
productanditspotentialfordevelopmenthavealsobeenreviewed.

This paper presents,very briefly,the preliminaryresultsof this work and identifies

the main product developmentchallengesthat the industryand-g.o~eln~ent-.-are-.---
,-——————— ——...—---- -—---- -

facing in the years ahead.., If Canada’sproduct is to remain competitive+ve-mEJSt
—------- ———
meet these challenges through the collective effotts of the industry working

collaborat”welywiththefederalandprovincialgovernments.

The indust~/governmentsymposium of March 21, 1988, is being held in

conjunction with a federal-provincial/territorialmeeting of ministers. This

symposium marks the beginning of a new co-operativeapproach to product
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development. The paper is intendedas backgroundfor an open and frank discuss:on~,q..+{~.f

betvtieentourism ministersand industry representativesat the symposium.
.,,,
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)

paper does not attemptto allocateroles and responsibilities.Rather,it focusseson

whatneedsto bedone.
---.——.—...-—..-

Il. CANADAINTHEWORLDMARKET

Wofid wide tourismis a high growthsector.

arrivalsincreasedby 15% between1981 and

The aggregatenumberof world tourist

1985. Between1975 and 1986, tourism

receiptswere growingat an averageannual rate of 5.40A,one of the fastestgrowing

rates among items of world trade. One just has to compareannualgrowthratesfor

thatperiod:

Internationaltourismreceipts(1) 5.4%

GrossDomesticProductinOECD(2) 2.9Y0

TotalWoridexport(3) 3.5%

Worldexportofagriculturalproducts(3) 2.5%

Worldexportofminerals 3.2%

Worldexportofmanufactures(3) 3.6%

(1)WTO,ReviewofWorldTourism

(2)OECD,EconomicIndicators

(3)GAll, InternationalTrade

This growth in world tourismis expectedto continue. Accordingto severaltourism

analysts, it is predicted that tourism will be the world’s largest industry by the

turn of the century. For instance,world passengerair transpoti is projected to

increaseat anaverageannualrateof8Y0 to 1995.

4
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Economicforecastsindicatethat economiesin the industrializedworld will continue

to grow at a rate of 2% to 3°A for the next one to two

economicprosperitywillspurthegrowthofinternationaltourism.

Canada can also expect growth in the tourism sector due

factors such as the continuing favorable exchange

liberalizationandairlinederegulation.

years. Continuationof

to a number of other

rate, increased trade

The CanadianTourismResearchInstitutepredictsgrowth in the accommodationand

food sectorsof between3.5% and 4.5% in 1988and 1989and for the

recreationsectorsfor the same period of approximately2.5%. The

shouldcontinueto outperformotherindust~sectorsinCanada.

Canada’stourismperformancehas not alwaysbeen commensurate

amusementsand

tourismindustry

with the worid’s

growth; its share of world tourism receiptsdropped from 4% in 1975 to 2.4% by

1980. Fortunately,since 1980, Canada has reversed this downward trend and

regainedsome of the losses i.e. its share of world tourismreceiptsreached 4.O’%O

again in 1986. This level representeda 0.7 percentagepoint gain over 1985, a huge

gain within a one year period. This 1986 performancemoved Canada into eighth

place among all wotld countriesfor its share of internationaltourism receipts,

ahead of countriessuch as Australia,Japan and Switzerland,but behind the United

States,Spain,Italy,France,UnitedKingdom,West GermanyandAustria.

World share figuresfor 1987 are not yet available. However,the use of Canada’s

internationaltourism receipts for last year to extrapolateits share of the world

markettends to indicatethat the gain that was made since 1980 will be maintained

in 1987. While Canada’s internationaltourism receipts in 1987 dropped by 0.7%

when comparedto 1986, they remainhoweversome 87.8°Ahigherthan in 1980 and

25.6°Ahigherthanin1985.

5
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Despite a high level of internationalvisitation in 1967, Canada’s travel deficit

reached an all-time peak of close to $2.5 billion,a travel deficit increaseof $1.3

billionover 1966. More than 96% of the travel deficit increasewas the result of

increasedspendingbyCanadianstravelingabroad.

Increasingly,analystsare of the view that the internationaltravel balance is not a

good indicationof the economic performanceof the tourism industryin Canada.

The healthyCanadianeconomy resultedin higher disposableincome which in turn

led to more Canadianstraveling abroad and therefore increasedtravel payments.

The net resultwas a tendancyto move the internationaltravel account to a deficit

position.However, this situationhas not preventedthe Canadian tourism industry

from growing in terms of receipts. Given that the growth is largely the result of

increasedexpendituresfrom foreign visitors,the strategyof the federal government

is to increase internationalvisitationand expenditures,thereby increasingworld

marketshare.

Ill. ECONOMICIMPACTOFTOURISMINCANADA

The contribution

In 1966, foreign

or approximately

servicesfor that

of the tourismindustryto the Canadaianeconomy is considerable.

visitorsand Canadiantravelers spent nearly $20 billionin Canada,

6.7% of the total personalexpenditureson consumergoods and

year. Stated in other terms, the $20 billion represents4.5% of

Canada’sGrossNationalProductin1966.

Tourismis a major source of foreignexchange($6.3 billionin 1966), earningmore

thanallothercommoditiesandsewicesexceptautomobileandautomotiveparts.

Approximately600,000 jobs are directlyrelatedto tourismin Canada and more than

60,000 businessesdepend on touristsfor their existence. As the base of North

American economies shifts from the production of goods to the provision of

6
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services,these numbers will undoubtedlygrow. The Canadian Tourism Research

Instituteof the ConferenceBoard of Canada predictsthat employmentin tourism

willincreaseby18%bytheyear1992.

DIRECXTOURISMEMPLOYMENTASA PERCENTAGE

OFTOTALPROVINCIALEMPLOYMENT-1966

Newfoundland

PrinceEdwardIsland

NovaScotia

NewBrunswick

Quebec

Ontario

Manitoba

Saskatchewan

Alberta

BritishColumbiaandtheTerritories

Source:TourismCanada- TourismImpactSystem

,,

3.4%

5.4%
4.794

4.6%

2.9%

3.7%

3.9%

3.4%

5.3%

7.3%

7



-.. 4--- - “

Tourism generates economic growth for all provincesand territoriesacross the

country, ranking among the major industrialsectors in terms of provincialoutput.

Tourismreceiptsexpressedin percentageof the Gross ProvincialProduct

1986froma lowof3.7%inAlbertatoa highof 10.3%inPrinceEdwardIsland.

12
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ranged in

5.5

10.3

B.C. ALTA.SASK.MAN. ONT. QUE. N.E. P.E.L N.S. NF’LD.

Note: % ofGPPisbasedonreceiptsfor1986andGPPfor1985.

Tourism is an importantsource-of governmentrevenue,generatingsome $9 billion

annually in taxes for all levels of government.Tourism activity in Canada aiso

8
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requiresan annual level of $3.1 billioninvestmentin new buildings,equipmentand

repairsto meetthecurrentlevelofdemand.

Given this growth potentialand the significanteconomiccontributionof tourism in

Canada, the key questionis whether or not Canada can meet the expectationsof

the marketplacein the future, particularlywith respectto the qualityof its tourism

product which will play a large patt in determiningthe future success of the

tourismindustry.

IV. MARKETTRENDS

Recent Tourism Canada research studies (Longwoods,Market Facts and CTS)

indicatethat markettrends will cause some significantshifts in the demand for the

Canadiantourismproduct. Someofthesechangesaredescribedbelow.

A DifferentSourcesforMarketGruwth

Since 1980, internationalreceiptshave represent~ an increasingproportionof total

Canadiantourism receipts. Revenuesfrom U.S. visitorsrose from 15% to 22% of

total revenues and revenues from overseas visitors rose from 6.7°4 to 7.1’Yo.

Canadian receipts have accounted for a decllning propotiion of total revenues

generatedby tourists. Domestictourismrevenuesfell from 78% of total revenuesin

1980 to 71Y0 in 1986. This does not representreducedconsumptionby Canadians,

butincreasedrevenuegenerationfromU.S. andoverseasmarkets.

Continuinggrowth in global internationaltourism and continuingstrength in the

Canadianeconomy suggestthat this trend will continueand that the major part of

increased Canadian revenues will be generated in the future by international

visitors.

9
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The majority of internationalvisitorsto Canada have traditionallycome from the

U.S. and Europe - mainlythe U.K., West Germany,and France- and more recently

fromJapan.

Research indicatesthat major shifts are occurring. The share of total overseas

visitsto Canadafrom Europedeclinedfrom 88% in 1977 to 58°A in 1986. The share

from Asia has dramaticallyincreasedfrom 15% in 1977 to 25% in 1988. Research

indicatesthatthistrendwillcontinue.

Growth potentialstill exists in our traditionalmarkets,especiallyin France and in

secondaryU.S. markets,such as the South Atlanticand West South Centralcensus

regions. However, the best prospectsfor growth come from the Japanese and

PacificRimmarkets.

B. Socio-Demographicchanges

The populationsof the industrializedcountries,which provide the vast majorityof

internationaltravelers, are aging. In the Americanmarket, for example, the 55-84

age groupwill grow by 78°Aby the year 2015. This group now represents25°Aof all

U.S. travelers and accounts for 30% of U.S. visitorsto Canada. These persons

have more discretionaryincome than any other age group with better health than

thatagegrouphashadinthepast,andmoreleisuretime.

Familystructuresare changing,too. Familiesoften have two income earnersgiving

more discretionaryincome for travel. Obtainingthe maximum benefits from free

time has becomeimportant. Findingmutuallyconvenientholidayperiodshas become

more dfilcuk, however, resulting-in more frequent trips of shorter duration.These

familiesoftentravelwithchildren.

-.
-.”.
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Higher income professionalpeople,often single,are under increasingpressurein the

workplace. Their jobs involvelonger hours in a high pressureenvironment. These

people are seeking short getaway trips and longer, exotic, escape-typevacations

where expense is not a determiningfactor. As “baby boomers”,raised with high

expectationsfor successin the workplace,reach a plateauin the corporatepyramid,

theyseektheirrewardselsewhere- andit isofteninadventureandexotictravei.

Increasingurbanizationof the world’s populationwill also result in the search for

open spaces, clean air, forests, rivers, and lakes, all of which Canada has in

abundance.

Increasingnumbersof

provision of services,

culturesandlanguages.

visitorsfrom new Asian marketswili pose a chaliengefor the

in that the Canadian industry is not familiar with these

C. Different&MoreDermmdingCustomers

Advancesin communicationstechnologyhas made the world a more familiarplace.

The travellerhas more wealth,is bettereducatedand is more sophisticated.He/she

is comfortabletraveling and is more frequentlytraveling independently. A higher

standardofserviceandvalueformoneyarebecomingmoreimportant.

The traveller’s increased sophisticationplaces new demands on still-popular

activities such as shopping and dining. Attractions and entertainment must

constantlyberejuvenatedto havelastingappeal.

These travelers are also seeking new product

adventure,a themed tour (wine”tours, retracing

andall-inclusiverecreationalresorts.

experiencessuch as a wilderness

the steps of an explorer),cruising,

11

-3

J

.



-.. 4-. - -

Increasingnumbersof our internatiomlvisitorswill be from very differentcultures,

will speak differentlanguagesand have differentexpectationsin terms of service,

food and product packaging,e.g. the Japanese prefer structuredtours, and are

uncomfortablein a completelyforeign setting (this has implicationsfor food, and

languageusedininformation,etc.).

As the industrializednations increasinglyfocus on the services sector of their

economiesand thus on tourismto generateincome,competitionfor the international

traveller has intensified. Tourism advertising and promotion budgets have

significantlyIncreased. For example, U.S. state tourism office budgets almost

doubledbetween1981and1988,from$119millionto $234million.

Many countriesin Europe and Asia are consideringtourismas one of their primaty

indust~ sectors, and their governmentsare focussingmore resourceson tourism

productdevelopmentaswellasonmarketing.

These are also the areas of the world experiencingthe highest growth rates in

internationalarrivals- Far East and Pacific,58% growth since 1981; and Europe,

15%since1981.

Trade liberalization(~A/GATT) and new economic unions such as the European

EconomicCommunityare expectedto result in more internationalbusinesstravel to

North America. However, in the case of pleasuretravel, the EEC has removed

barriersto the movementof goods, services,and persons,and Europeandestinations

are now more attractive for European travelers who are being more actively

pursuedbyEECcountries.

12
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The deregulationand privatizationof transportationcowanies will also have a

significant impact on tourism around the world. Increased competition from

deregulation and privatization has already resulted in the spawning of

“mega-carriers’,improved regional service, and greatly increased availabilityof

discountfares.

V. THEIMPLICATIONSOFSHIFTINGMARKETDEMANDON:

A BusinessTmveI

Approximately11% of trips and 18% of tourism revenues(or

billion) are generated by business travel. It is believed

$700-$800 millionis attributableto meetingand conventiontravel

approximately$3.6

that approximately

from the U.S., the

remainderbeing accountedfor by domesticand international independentbusiness

travelers(internationaltravelersoriginatingmainlyfromtheU.S.).

Independentbusinesstravel is not discretionaryand thereforehas fewer implications

for developmentthan the discretionarymeeting, incentiveand conventiontravel.

Increasing competition amongst maturing industrializedeconomies, new trading

unions in Europe and North America, and a trend towards deregulationand

privatizationwill force businessto look outward for new markets. This situation

willprovideopportunitiesforincreasedindependentbusinesstravelto Canada.

Canada now attracts approximately2% of the total U.S. meeting and convention

market. This is a growing market which is increasing its expenditureson

meetingsheld outsidethe U.S. In that market,Canadianlocationsare perceivedto

becostly,difficultto accessandlackingfacilities.

13
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Toronto, Montrealand Vancouvercan accommodatelarge internationalconventions.

Canada also has conventionfacilitiesin provincialcapitals across the country for

smaller conventions. High quality meetingfacilitiesin major hotels are located in

gateway cities and resort areas. Many of these facilitieswere built during the last

sevenyears. Mostofthiscapacityisunder-utilized.

Opportunitiesexist to increasethe Canadian share of the meeting, incentiveand

conventiontravel market, patticulariyin the U.S. The challengewill be to increase

ourpromotionaleffortsinthisarea.

B. FleaaureTravel

The remaining 82% of tourism revenues come from VFR (visiting friends and

relatives)(26%) and pleasuretravel (56%) to Canada. It is expectedthat VFR travel

will decline due to changing immigrationpatterns (immigrantscoming mainly from

less developedcountries). The rest of this section of the paper will discussthe

productconsumedbypleasuretravelers.

Approximately83% of pleasure travel trips to Canada are taken by domestic

traveilors,15%byAmericansand2% byoverseastravelers.

The tourfsmproductconsumedby pleasuretravelers can be grouped under four

broadheadings:touring,city,outdoor/sport/adventure,andrural/resorL

The touringprodu@ a trip through areas of scenic beauty, cultural or general

interest,is by far the most importantfor Canada in the internationalmarketplace.

Demand for the tour product accountsfor 46% of total internationaldemand and

18% oftotaldomesticdemand.

I

I
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The outdoor/sport/adventureprodt@ a trip to a single destinationto experience

nature and outdoor activitiesaccounts for 24% of total internationaldemand and

30%oftotaldomesticdemand.

The city product, usually a short trip of 2 to 4 days, accounts for 16% of

internationalmarketdemandand12%ofdomesticdemand.

There is a growing demand in the internationalmarketplace(14°4 of total) for a

resort product This demand relates primarilyto a sun/beach vacation as the

market equates “resort”to that type of vacation. In the domestic market the

rural/resortproduct is mainlythe Canadian summervacationto a campgroundor

cottage and thus reflects a large propotiion of domestic demand for Canadian

product(40%).

c. SpeciiicProductLines

1. Touring

The touringvacationis a trip by car, bus or train throughareas of scenic beauty,

cultural or general interest. The tourist comes to experiencea different culture

and to see well-knownlandmarks. The importantelementsof a touring trip are

historic sites, national parks, scenery and wildlife, cities, and cultural attractions

suchasmuseumsandartgalleries.

Approximatelyone fifth of trips in Canada are touringtrips. Canadiansaccount for

77%, 21% are U.S. and 2% of total touringtrips are by overseasvisitors. There is a

strong demand for this product in internationalmarkets and from the growing

marketof retiredpersonsintheU.S.

16
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Canada has a strong competitiveadvantagein the marketplacein terms of scenic

attractionsand nationalparks. We are perceivedas lacking some amenitiesand

culturalattractions. .

Canada’s internationallycompetitivetouring product is located in three areas of the

country:

(a) The central Canada corridorextendingfrom Quebec City to Windsor lacks

scenic attractionsbut has four major cities (Quebec City, Montreal,Ottawa,

Toronto) and a rich culturaland ethnicflavour. It is well suitedto touring

as it issetvicedbyanextensiveroadnetwork.

(b) The Rocky Mountain National Parks - Calgary circuit offers spectacular

scenic beauty, the facilitiesof the national parks and two major cities

(Calgaty,Edmonton).

(c) The B.C. lower mainland- southernVancouverIsland region again offers

the scenic beauty of the West Coast, and two major cities (Vancouver,

Victoria).

A touring product with the potentialto be internationallycompetitivebut needing

further developmentis located in the Maritimes,the southern Rockies, the B.C.
interior,the Alaska Highway and the Prairies. In all areas, many elementsof a

competitive touring product are found (e.g. Canadian/Loyalisthistory in the

Maritimes,cities and the frontierspirit/ attractionsin the Prairies,and the scenic

attractionsof the B.C. intedor). Developmentof the potential touring product

would also provideopportunitiesfor increasedeconomicbeneffisin less-advantaged

regionsofCanada.

In many of these areas there‘are gaps, particularlyoutside major centres, in the

quantityand quality of attractionsand services.In some areas there is a lack of

culturaland historicalattractionsand general points of interest. There is also a

17
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lack of a completerange of accommodationand foodservicesto cater to the lower

and higher spendingsegmentsof the touringmarket. This is exacerbatedin many

instancesbyseasonaloperations(IabourDayclosings).

The key to a sellable,marketabletouring product is in the integrationof product

elementsand packagingfor both the escortedtour and the independenttraveller.

Canada is at a disadvantagein this area as there are relativelyfew Canadiantour

operators compared with the U.S., which is our main competition. The trend

towardsshortervacationsand the long distancesand differenttime zones in Canada

willpresenta challengetotouroperators.

The city product includes a variety of sightseeing,entertainmentand dining

experiences, combined with shopping. Cities can be destinations in and of

themselves,partofa tourora stopoverto breaka longtrip.

The importantelementsof the city product are: a full range of accommodation,

quality restaurants,nightlife, theatre, concerts, spectator sporting events, historic

sites,museums,galleries,zoosandshopping.

Demandfor the city product representsapproximately12% of total productdemand.

Demand for the city product comes 11% from the U.S. market, 87% from the

Canadianmarketand 2% from the overseasmarket. This representsdemand for a

short trip and as such the demand in long-haulmarketswill probablynot translate

into consumptionof this product in Canada. However,the city product remainsan

importantelementofa touringvacationinthelong-haulmarket.

Canadiancitiesdo not have a clear image in any of our markets- domestic,U.S. or

overseas. Americanand overseascitiesare generallyrated higher. The U.S. market

.
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views Canadiancities as relativelyinexpensive,clean, safe, uncrowdedand friendly,

but we are not seen as

quality restaurants and

entertainment.

having many lmpoftant city

accommodation, shopping,

product attributessuch as

cultural attractions and

Many of these perceptionsclearly are not representativeof our major gateway

cities of Toronto, Montreal and Vancouver. Other cities such as Quebec City,

Calgary, Winnipeg, Halifax, Ottawa and Victoria are also major attractionson a

touringvacation.

Toronto has become a world-classcity destination. Montrealand Vancouverhave

attributesthat make them very attractivealso (the coastal setting of Vancouver,

the French flavour of Montreal),but they lack attractions(museums,theme parks)

and activities- things to do. VkJtationto Montreal has declined since the ’76

Olympics. Efforts are now under way to rejwenate the tourism product in

Montreal. Vancower may face a similar situation. Cultural and historical

attractions,entertainmentand satellitetours are lacking in other Canadian cities.

Integrationof the variousproductelements- accommodation,restaurants,museums,

theatre,etc. - andpackagingoftheC.RYproductarealsoinadequate.

The lucrativebusinessmarket will make most of its expendituresin

major cities, and as indicatedpreviouslythere are many opportunities

meetingandconventiontravelto ourcities.

one of the

to increase

The main challengeis to promoteour cities more effectivelyfor the domesticand

U.S.pleasureandmeetingandconventionmarkets.

,
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3.outdoor/sPOR/luvenme

This is a single destinationtrip to a naturalarea to engage in activitiessuch as

hiking, rafting, kayaking/canoeing,hunting, fishing, or skiing. A large proportion

of this market will camp or stay in budget accommodation,visit parks and

participate in recreational activities. A small market segment, preferring a

wildemess/adventuretype of experience,is willingto spend much more to accessa

wildernesslocation or to participatein an expensiveor risky sport, e.g. rafting,

skiing.

The bigger market seeks an easily accessibledestinationfor a two to three day

trip. The small wiIdemess/adventuremarket will take a longer trip and

accessibility,intheacceptedsense,isnota factor.

Demandfor the outdmr productrepresents

fromU.S.,91.7%domestic,0.4%overseas).

approximately30°A of total demand (8?40

Canada is well known as a fresh-waterand deep-sea fishing and trophy hunting

destinationand is well-perceivedas havingwildernessproduct. Canadianspreferto

consumethis product in Canada. The U.S. marketalso showsa preferencefor the

“closeto home”product.

There are approximately

which are in Quebec

2700 huntingand fishinglodges in Canada, almost 70°A of

and Ontario. It is estimated that about 40% of these

establishmentsoffer a superiorproduct and that they are located in almost every

province/territory. Revenue earned from foreign anglers in 1986 was $446 million

outoftotalrevenuesof$4.4billion.”

20



-.. J-. - - ●

. .-

,.

Canada’simage in the U.S. as a ski destinationis poor. The overseasmarket,on

the other hand, has a good image of the Canadianski product. Canadianproduct

has stiff competitionfrom a large number of high qual”~ ski resotts in the United

States(Colorado,Vermont,NewYork,California).

There is internationalcalibre ski product at Whistler,Blackcomb,Banff/lake Louise,

Mont Ste-Anneand the burentlans. Canada has, over all, close to 300 ski centres

fordownhillskiing,over50%ofwhichareinQuebecandOntario.

Skiing, hunting and fishing are very seasonal activities. The most competitive

establishmentsoperate at near capacity in the peak seasonsbut close or operate

significantlyunder capacity in the off-peak seasons. Trends indicate that the

marketfor these productsis unlikelyto grow significantlyand that there is limited

opportun”Ryto increaserevenuesin this productarea. However,opportunitiesmay

exist for these operations to develop off-peak season adventure/recreational

activitiesandnon-consumptivehunting/fishing.

Market trends suggest that there is potentialto expand the market and increase

revenues from the small, high-spending market segment interested in the

wilderness/adventureproduct.

Canada has a definitecompetitiveadvantagein this area in terms of perceptionand

in the quality of the product offered, particularitythrough its parks system. Parks

in remoteareas such as Baffh island,the Queen CharlotteIslands,and Gros Morne

inNewfoundlandoffersignificantpotential.

Our understandingof the market for the adventure/wildernessproduct and the

status of the product in Canada is not sufficient. This product appears to offer

significantpotentialfor economic benefitsparticularityin less developed regions of

Canada. One of our prioritiesshould be to determinethe extent of this potential,

.,
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with a view to developing and effectively packaging the adventure/wildemess

productforthedomesticandtheinternationalmarket.

4. RuEii/Reson

A rural/resotivacationin Canada is a single destinationtrip to a rural area where

the visitor is offered ail vacation requirements(relaxation,sport, entertainment)at

one facility. The marketbreaks into two distinctsegments: one at the low end of

the price scale which is the largestpart of the group; the other a high-spending,

sophisticatedgroup. 96% of the marketfor this productis domesticand represents

mainlycampers,cottagersand farm/ranchvacations. The remaining4% comesfrom

theU.S.andoverseasmarkets.

The important elements of the resort product sought by the smaller, higher-

spending group are: water (oceans/lakes),beaches, high quality cuisine, nightlife,

entertainment,watersports,golf,tennis,andshopping.

A resoti is consideredby the internationalmarket to be located in a hot, sunny

climate by the ocean. Although Canada has an internationallycompetitive

four-seasonresort productat Banff, Whistlerand the Laurentians,these resortsare

not perceivedin the marketplaceas “resorts”becauseof the lack of sun and sand.

At the present time there is very

internationalvisitors.

In all markets there is a growing

little consumption

demand for some

of the Canadian product

sort of resort product -

shott getaway vacation for relaxation and recreation. This demand may

restricted to destinationsthat are close to home due to its relatively short

by

the

be

duration, e.g. weekend travel. “The potential market for Canada’s resort product

may therefore be restrictedto Notth America, but this could be a large market

segmentinthefuture.
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D. OtherProductElements

1. Parks

Canada’s nationalparks, nationalhistoricparks and sites, Canadian heritage rivers

and heritage canals are prime tourist attractions. In particularthe 34 national

parks and national park rese~es are major generators of both domestic and

internationaltourismandinfactdominateCanada’simageabroad.

The national parks receive roughly 25 million visitors annually, who spend

approximately$300 millionin and aroundthe IX@. Of this, $50 millionk spent by
2 millionforeignvisitors.

The contributionof the park system, natural and historical,federal and provincial,

could be greater still. Opportunitiesexist for the tourism indust~ to work with

park officialsto develop interpretivesetviceswithin parks which respond to and

changewith the market. For example,recentParksCanada studiesreveala demand

for retreatsand safaris. The quality of amenitiesand servicesadjacent to parks,

the packaging of park visits within tours, and the extension of operationsinto

non-peak/shoulderseasonsmayalsopresentopportunitiesto increasetourism.

2 cruise

At the present time the cruise component of travel to Canada is very small

represer7tingapproximately1% of total revenue generation. The wotid cruise

industryis expandingrapidly,with $3 billionexpectedto be investedin the next

five years. Cruise line marketingbudgetsare increasingat a rate of 25% per year

andpassengercountsaregrowingby 10°4annually.

,
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The cruise industry in Canada is in its ve~ early stages of development. The

major marketfor the Canadianproduct is in the U.S. Cruisingis establishingitself

primarilyon the Pacificand Atlanticcoasts,and along the St. bvrence River,with

some smalloperationson the Great Lakes. The economiccostsand benefitsare not

fully understoodof developingthe cruise product in Canada either as a point of

.embarkation/supplywithpre-andpost-cruisetours,orasa seriesofstopovers.

Increasingdemand,combinedwith the existenceof rugged,sceniccoastlineson

Canadian coasts, may offer an opportunity to attract increased visitation

revenues.

3. Heritage/Culture

An importantcomponentof the Canadian product is culturaldistinctiveness.

both

and

The

resultsof the U.S. PleasureTravel Market Study indicatedthat Americanscome to

Canada to see a foreign countrywhich offers a differentculture and way of life.

Thisis,inlargemeasure,whatallforeigntouristsexpectto see.

The most important cultural attribute is heritage, as presented in museums,art

galleries

strong.

Canada

historical

(Fotiress

Langley).

historic

and historic sites. Canada’s image in all markets in this area is not

has rich native and multiculturalheritage, frontier and British/French

origins with great appeal to the domestic and internationalvisitor alike

Louisbourg,Upper Canada Village, Batoche National Historic Site, Fort

Canada has more than 80 major nationaland many provincial/territorial

parks and sites. The performing afts which offer another cultural

dimensionarealsostronginmanypartsofCanada.

..
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Events and attractionssuch as the MontrealJazz Festival,Folldoramain Winnipeg,

The Gatheringof the Clans in Nova Scotia,and the CalgaryStampedeare impottant

cultural/heritageproducts. These events have a substantialeconomic benefit.

Expenditure impacts are estimated to be approximatelyten times the original

investmentfor productionand promotion. It has been concludedthat these festivals

and events are more effectivein

majorinternationalevents.

Canada’s culturaldistinctivenessis

attractingvisitorsfrom outside the region than

not adequatelyhighlightedor showcased. The

developmentchallengesare complexin thjs area as a new partnershipis

definethetourismculturalproductandto linkdistributionandmarketingefforts.

4. ~“or Events

requiredto

Major events such as Expo ’86 and the 1988 CalgaryWinter OlympicGames have

playedanimportantroleintourisminCanada.

Although the events themselves are not always prof~ble, it is generally

acknowledged that there are significantbenefits in economic spinoffs and in

creatingawarenessof the Canadianproduct. Huge costsare associatedwith staging

Olympic Games with relativelylittle internationalvisitation. However, the increased

awarenessof millionsof televisionviewers around the world is well beyond our

abil”~to createthroughothermeans.

Smaller,less-costlyinternationalexhibitions(King Tut, Picasso)are consideredto be

the most effectivein generatingincreasedtourism as they contributeconsiderably

to theattractiveness)and“internationalcalibre’ofthatdestination.
1

i ~

I . .

I
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V1. HORIZONTALISSUES

Accessto adequateand appropriatefinancingis a key componentof tourismproduct

development. The prime.source of both debt and equity capital is the private

sector, although pools of capitalavailablefor the equity financingof small projects

have also been provided by government programs. Recent government-industry

studieshave shownthat accessto debt financing,giventhe competitiveenvironment

in lendingmarketsand governments’broad supplementaryrange of lendingservices,

is not a problemfor a tourism businesswith a viable and well-preparedbusiness

plan. Debt financingcan be a problemfor small operationslocated outside major

urban centres where financial institutionsare lacking the expertise/knowiedgeto

properlyevaluatetourismdevelopmentproposals. Debt financingis also a probiem

wherea businesshasaninadequateequitybase(highdebtto equityratio).

Simiiarly, the concepts of equity and adequate capitalizationare not always

weil-understoodby smail, less sophisticatedbusinesses. Venturecapitai investments

are concentratedaround our major urban centres and do not usuaiiyaddress the

needs of many eatly-stagecompaniesor those seekinginvestmentsunder $500,000.

For example,over a two year period ending in March 1987, offshorecap”kalinflow

for large projects is estimated at more than $400 miilion, accounting for 42

acquisitionsof existingpiantand 25 newtourisminstallations.

Other factors identifiedas clearlyhamperingthe industry’saccessto both debt and

equity financing are: the iack of mechanisms to link the entrepreneuriai

opportunitywith the investmentfunds avaiiable;the indust~’s low profiieand image

with the financiai community;the lack of managerialskilis in segments of the

industryto prepare informedand convincingbusinesspians;the lack of information

or knowledge on the part of the entrepreneurto seek out creative financing
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vehicles; and, of course, the “seasonalityfactor and real and/or perceived

below-averagereturnoninvestment.

Every governmentjurisdiction,as well as the privatesector, has in place financing

instrumentsto meet some of the specialneeds and financingrequirementsin tourism

development(e.g. FBDB, COIN, SBDCS, etc.). A federal-provincialworking group

has recently completed an invento~ of the tried financing instrumentsin all

jurisdictionsand has assessedthe applicabilityof 19 relativelynew or yet untried

financingschemessuggestedby industryand financialcommun-tyrepresentativesin

theNiagaraInstituteStudylastyear.

While the prime role of governmentsis to create a favorable climate for private

sector and foreign investment,joint efforts with the industry and the financial

community may be required to facilitateaccess to capital for vigorous product

developmentand where necessa~ to bridge the gap betweenopportunitiesand the

market’sreactiontotheseopportunitieswithinvestmentdollars.

Levelofservice- HumanResources

Setice is the key componentof the tourismproduct. Unfriendlyor poor setvice,

untidy/unclean facilities, bad food, poorly organized excursions,lack of tourist

information,a foreign visitor’s inability to communicate,etc. will discourage a

returnvisitandmayleadtothatpersontellingfriendsnottovisitaswell.

-:

.i

;
1

- .

A superior level of service is dependent on two factors: an atmosphere of

hosp.Ral”~projectedby the employeesof the industryand by othersencounteredas

the visitortravels in Canada; and the professionalismand level of skills possessed

bytheindustry’semployees.

1 I~
1*
1-

* . ..*
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In the realm of hospitality,Canada is perceivedas a warm and friendlynation by

the marketplace. Governments across

awarenessprogramsfor the general public

BritishColumbia,GoodnessGraciousPrince

theAmbassadorProgramofTourismCanada.

Canada have implemented hosp”tility

and for industrysuch as Superhostin

EdwardIsland,“Bonjout’in Quebec and

it is generallyacknowledgedthat the hospitalityextended by Canadiansat major

eventssuch as Expo ’67, Expo ’86, OlympicGames,and the QuebecWinterCarnival

is of the highest calibre. It is interestingto note that vast numbers of people

workingattheseeventsarevolunteers.

However,this high standardof hospitalitydoes not alwaysextend to the day-today

businesscarriedon in tourkm establishments,and in businessesindirectlyrelatedto

tourismsuchastaxisandretailstores.

Canada’s tourism labour force is not well trained, is not well

suffersfrom high turnover Ieveis, a lack of mobility,a lack of

compensated,and

career opportunity

and a poor image. ImpendingIabourshortageswill exacerbatethese problems. This

isnotasituationconducivetotheprovisionofsuperiorlevelsofsetvice.

Governmentsand industryhave begun to turn their attention to these problems.

Standardsare being developedto defineacceptablelevelsof serviceand to describe

the skills and knowledgerequiredto petform specificjobs in the industry. New

organizationsare being set up to addressthe educationand trainingneeds of the

industry. Industryis beginningto try to change its poor image as an employerand

to encourageprospectiveemployeesto considertourismas a career choice. Much,

however,remainsto bedoneinthisarea.

One means of encouraging,implementingand communicatinga high standardand

level of service is through grading or classifkationof tourism operations - the

28
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“Michelin”approach. Such standardsare well known by the traveling publicand by

industry. They attract visitors,and provide an incentiveto operatorsto achieve

higherstandards.

Integlabon- andPackaging

Individualsectors are respondingto market shifts. For example, large hotels are

providing the business traveller with an environmentwhich facilitates modern

businessrequirements. However,the varioussectors- hotels, restaurants,theatres,

museums,etc. - are not puttingtheir productstogetherto provideeasy access to

thembythetourist.

Most internationalvisitorswant to see as much as possibleduring a trip. All

elementsof the product must be integratedso that they are availableand easily

accessible to the visitor. Operators must be sensitive to the desires and

requirementsof their clienteleand match productelementsto marketdemand. This

is particularly challenging in terms of the growing numbers of independent

travelers.

Asian marketshave tended to travel as part of organizedescortedtours. As this

marketgrowstheremaybemoredemandforthiskindofpackaging.

Innovatmn“ andTatmology

The tourism industry has not been an industry sector quick to adapt new

technologiesto its businesspractices. Large hotel chainsand airiinecompaniesare

the exceptionswith computerizedfront office reservationssystems,cost controland

inventorysystems,and airline reservationssystems. The small operations,85% of

tourismbusinesses,arenotmakingoptimaluseoftheseadvancedtechnologies.

.1
d
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The Iabour-intensivetourism industiy with relativelyinexpensiveIabour costs has

not needed to adopt new technologiesin the past in order to remain competitive.

This situationwill change as the traditionalpool of young, part-timeIabour dries up

and is already becoming serious in certain parts of the country. It is in these

areas that some dishwashersare now being paid $12.00 per hour to operate

advanced dishwashingmachinery,and micro computersare allowing resewations

personnel to work at home. The labour shortage is forcing industry to find

innovat”wewaysofdeliveringthesameservicewithfeweremployees.

Information technology could be adopted to assist in packaging and product

integrationin the same way that travel agents use airline reservationssystems.

Climate-controlledenvironmentscan also be consideredto extendseasonsby making

certainproductsmoreattractiveintheshoulderandwinterseasons.

The industryshouldalso begin to plan for changesin consumptionpatternsthat will

be brought about by aircraft,now on the drawing board, which by the year 2000

will reduce travel time across the Atlantic and Pacific oceans to two to three

hours.

Much

areas

peak

of the industryis operatingat near capacityduring peak seasons. In some

businessis being turned away becauseof a lack of sufficientcapacityduring

seasons. However, these same operationsare closed or are operatingwell

undercapacityduringnon-peakseasons.

Do we build more capac”Ryfor the peaks or shouldwe concentrateon spreading

businessmoreevenlyovertheentireyea?

30
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The importanceof touring which is easily a spring, summerand fall activity,the

disappearanceof the traditionalsummer traveller,the trend toward shorter, more

frequentvacations,and the potentialfor the four-seasonresort product,all suggest

that expansioncan take place through extensionof the peak seasons. Tourism

Canada,with its advertisingpartners,has had some successin encouragingincreased

vis”~tionintheshoulderspringandfallseasons.

Operatorswho would normallyclose in an off-seasonmust have

open. If all elements of the product were carefully linked

a reasonto remain

and promoted, all

operations could remain open. Climate controlled environments,and product

integrationandpackagingwouldbekeytothesuccessofthisapproach.

TheEnvfmrlment

Canada’sstrengthin internationalmarketsis its scenicbeauty, its wide open spaces

and clean, safe cities. It is obviousthat the environmentin which the product is

situated is importantto the marketplace. Increasingurbanizationof the world’s

populationswill increasethe demandfor our wide open spaces. This environmentis

oneofourmajorassetsandmustbe presenmdforCanadiansandfortouristsalike.

Conflict often exists between tourism developersand environmentalprotectionists

with seemingly conflicting objectives. Protection of the environment has

traditionallybeen one of the primary concerns of Canadians. Regulation and

control of the environmentreflectsthe importancethat governments

area in responseto these concerns. A well-balancedapproach to

concernedwith maximumbenefitsfor visitorsand, ensuringcomplete

ourenvironmentmustbeourgoal.

place in this

development,

protectionof

A large proportionof the market has also expressedits desire to walk and stroll
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throughsmall towns and villages. Here again the man-madeenvironmentshouldbe

maintainedat itspeakto providea pieasingexperienceforresidentsandtourists.

Infmnaon onProductand Cmpetbn

The level of knowledgein governmentand industryof the product in Canada and

itsreiativecompetitivenessagainstsimiiarproductinothercountriesisnothigh.

in a very competitivetourism market, good quaiity informationis essentiai for

rigorous tourism developmentpianning, and to create a ciimate which attracts

capital. Good informationexists concerningthe market, but informationon the

productisinadequate.

improved informationwouid help to remove boundaries imposed by municipai,

provincialand federal jurisdictionswhich hinder developmentof naturai tourism

regionswhichcrossthoseboundariesandwhichconfusethetourist.

A number of initiativeshave been taken - the NationalTask Force on Tourism

Data, the resultingSateiiiteAccount,and the CanadianTourism Research institute.

However, much more needs to be done, particuiaflyin the area of competitive

analysis.
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VII. TO MEETTHECHALLENGES

In a global environmentwhere our existingand potentialmarketspresent us with

our strongestcompetition,the successof the Canadiantourismindustryresidesin

itscapacityandwillingnessto:

0 adapttheexistingproductto changesinthedemandsofthemarketplace;

0 develop new product for “gaps”where significantrevenue-generating

exists;and,

potential

0 providethe best possibleserviceto a clientelewith a varietyof distinctneeds

andchangingtastes.

InordeftomeetthechallengersitisproposedthatCanadaShouid:

0
enhance establishedinternationaltouring destinationregions: Windsor-Quebec

City Corridor; the Rocky Mountain National Parks; the B.C. Lower

Mainland/SouthernVancouverRegion;

0 devefoppotentialtouring products in distinctiveareas such as the Mariiimes,

theSouthernRockies,theB.C.Interior,theAlaskaHighwayandthePrairies;

0
package and integrateproduct in our major gatewaycities (particularlyMontreal

and Vancouver,to a lesserextentToronto)as stop-overson internationaltours,

aspartoftheCanadiantouringproduct,andfortheshort-triptraveller;

o upgrade,developandpackageattractionsand eventswithinother citiessuch as

33



Quebec, Ottawa, Halifax, Winnipeg, Calgary, Edmonton, and Victoria -

particularlyaspartofthetouringproduct;

0 increasethe use of the parks system, historicsites and natural preservation

areas mainlythroughthe developmentof complementaryservicesin surrounding

areas, the positioningof the parks productin general interestand themed tours

andforadventuretravei,andthroughtheextensionofseasons;

0 developmajor exotic and unique destinationsin Newfoundland,the Queen

CharlotteIslands,andtheNorth;

0 upgradethe Canadian resort product to

range of recreationalactivities,and special

health/fRnessfacilitiesona year-round“basis;

internationalcalibre, offering a

servicessuch as local cuisine

full

and

0 assessproductdevelopmentcosts and benefitsof specializedmarket segments,

suchasadventureandcruise(WestandEastcoasts,SeawayandGreatlakes);

0 identifyand

seasonsand

upgradedand

eiiminateconstraintsto the increase of tourism in the shoulder

expioreways in which the winter,springand fall productscan be

packaged.

0 improvethe match betweendevelopmentopportunitiesand capital availableby:

ensuring rigorous tourism developmentplanning around destinationareas by

industryand government;gatheringand analysingimprovedproduct and market

information;and, enhancingthe image and awarenessof the industry in the

financialcommunity;

0 improvethe quaiity of service through human resource management and

development;
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o stimufateinnovation and technology application within the tourism sector,

mainlyinthesmallandmedium-sizedbusinesses;

0 introduceconsistencyin the design and applicationof classificationstandards

particularitywithintouringregions.
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