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Wl cone to the Tourism Marketing Sem nar.

Thi s manual has been designed as a study aid and reference nanual
for use in conjunction with the Tourism Marketing semnars in
Rankin Inlet, March 5 - 9, and in Hay River, March 12 _ 15, 1984.

It has been prepared by The Econom c-Planning Goup of Canada for
the Travel Industry Association of the Northwest Territories.

The sem nar program consists of 10 “nodul es” or- sections and is

designed to be given over a 4 - 5 day period. In addition to

| ectures covering the content of the manual, several case studies
have been included as follows:

Case #1: Marketing Plan for the Rankin Inlet Lodge/
Ptarm gan I nn.

Case #2: Pricing a Property; The Concorde Hot el
Case #3: Packaging a WIderness Excursion Product

Cese #4: Developing a Regional Advertising and
Pronotional Pl an

Participants are encouraged to read ahead of the instructor and to

prepare questions for hinher. A discussion period will be held at
the conpletion of each module to answer any questions, and to
discuss the contents in a less fornal nanner. Participants will be

asked to offer commentary on their own experiences and Vi ews
during these discussion peri ods.




The cases will be dealt with at appropriate points during the
sem nar, generally following the relevant nodule. During the
first day of the sem nar, participants, will be allocated to smal
wor kshop groups of sone 6 - 8 persons. Partici pants shoul d
individually or in their group, review the case information in
advance and be prepared to docunment their solution to the case
with their group in a “workshop” format during the semnar. The
results of the work of sone, or all, of the groups may then be
reviewed with the whole class.

Participants will be asked to evaluate the sem nar program at its
conpl eti on. Evaluation fornms will be distributed at the beginning
of the semnar so that participants can conplete their evaluation
at the end of each day. In addition to the individual evaluation,
a general evaluation of the program will be considered by the class
as a whole during the | ast day.

W have enjoyed preparing this nmanual and | ook forward to working
with each of you during the sem nar.

Yours truly,
THE ECONOM C PLANNI NG GROUP OF CANADA

S. CGordon Phillips
Vi ce—Pr esi dent

Joanne Sigurdson
Associ at e
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MODULE 1

I NTRODUCTI ON TO MARKETI NG

1. BACKGROUND

Before we define what marketing is, let’s consider the broad
perspective that we face at the present tine in the tourism

i ndustry. You will agree that the follow ng events have happened
in tourismsince Wrld War 2:

The international tourism industry has

gone through a period of astronom cal growh
over the past 30 to 35 years. Prior to
about 1950, travel was reserved for the very
weal t hy, people who had the noney and the
time to travel by ship and rail, at higher
rel ative costs.

Now tourism and travel have becone part of
the lifestyle of the mddle and |ower mddle
classes of all industrialized nations. It
is no longer a luxury but is now considered
a necessity of life.

Dramatic technol ogi cal changes, particularly
in air travel and extensive ownership of the
autonmobil e, have brought the relative cost

of travel down to the neans of all but the
poorer menbers of society. Concurrently,
rising incones and |arge increases in
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di sposabl e incone in particular have accounted
for this rapid growth.

Al though tourism is expected to continue

to grow strongly until the end of the
century, the rate of growth has been slow ng
as the industry has started to reach a state
of maturity.

A growing market is a forgiving market as
far as excellence is concerned. However ,
as we are now in a period of consolidation
where conpanies, to continue to prosper,
will do so only by leading the conpetition
in terns of the quality of their planning
and marketing. Strategies for increased
mar ket share, differentiation and specialization
and for market segnentation will becone in-
creasingly inportant, as will the need to
becone increasingly responsive to changes
in market demands.

Qovi ously some destinations have been in the
slow growth cycle for years, while others
will continue to grow rapidly in the

com ng years. The principles we deal wth
in this seminar will assist in either case,
in optimzing the benefits available to
firmse and travel zones in the marketpl ace.

Certainly, tourism has grown very rapidly in NWM during this
peri od. A report entitled “Community Based Tourism A Strategy

THE ECONOMIC PLANNING GROUP of Conada



for the Northwest Territories Tourismlndustry: Summary Report”
reflected this growh trend by quoting the follow ng statistics:

In 1959, only an estimated 500 tourists
visited NWI.

By 1969, this figure had grown to 12,500
pl easure travelers.

By 1981-82, this figure grew even nore to
around 35,000 pleasure travelers. Tot al
person trips, including those nade by business
travelers, were approximtely 106,000. In
addition to this, NAT residents nade about
75,000 person trips in NW in the sanme period.

These statistics show that the growh in tourismin NAW is
slowing, indicating that the industry has entered a new phase
in its devel opnent. W might call this the “mature” phase -

a phase where marketing is of paranount inportance.

What, then, is marketing? There are many definitions contained
in a growing library of marketing textbooks. When you cut away
all the niceties that each author has used to make his or her
definition unique, you re left with one basic fact - marketing
is philosophy or franme of mnd that a tourism nanager has to
adopt to be successful in today’s business environnent. Peopl e
refer to this philosophy or frane of mnd as a “marketing
orientation”. Al'l of you nust have a “marketing orientation”
irrespective of whether you operate a hotel, |odge, escorted
tours, or nmnage a regional tourism association; it is a nust
in today’ s business environnent.

THE ECONOMIC PLANNING GROUP of conodo
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2. BASI C PRINCI PLES AND THE FOUR p's

One of the leading authors in the marketing field, Philip Kotler,
offers the following definition of marketing

“Marketing is the analyzing, organizing, planning
and controlling of the firm s custoner-inpinging
resources, policies and activities with a view to
satisfying the needs and wants of chosen customer
groups at a profit.”

Oten these activities and the basic nmanagenent philosophy from
which they result are referred to as the “marketing concept.”
The assunption behind this concept is that the ultimte success
of any business enterprise is dependent upon finding custoners
and giving them good value and satisfaction. This may sound
very sinple and basic to you, but you should realize that the.re
are still many businesses which do not acconplish this goal

As a tourism nmanager, you should realize that the twin ains of
marketing are as follows:

To recogni ze, identify and assess the
existing and latent demand for facilities
and services which your business or region
provi des or could provide.

i To direct your organization’s efforts to
devel op, provide, distribute and pronote
these facilities and services to selected
mar ket groups.

THE ECONOMIC PLANNING GROUP of conodo



Now that we’'ve told what marketing is and you know what it
takes to be “marketing-oriented” , let’'s test your current
mar keting perceptions. Ask yourself the follow ng questions:

(a) Do you know who your present custoners
are?

(b) Do you know where your present custoners
live?

(c) I's your business or region set up to serve
the needs and desires of your key guests?

(d) Do you respond to changes in the narket?

(e) Is there a firm comm tnent and exanple
fromthe top in your business or region
that the custoner cones first?

(f) Do you believe that all parts of the
mar keting system in your business or
region nmust be functioning well for
marketing to be effective?

If you honestly answered yes to all six of the above questions,
then you can consider yourself to be nmarketing-oriented.

You will recall that we said that one of the ainms of marketing
was to “direct your organization's efforts to devel op, provide,
distribute and pronote facilities and services to selected

mar ket groups.” Many marketing textbooks refer to these
activities as the “four Ps of narketing”, i.e., product,

THE ECONOMIC PLANNING GROUP of Conado
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place, price and pronotion. These are the four classical com

ponents or steps in marketing any facilities or services. Lat er
in the semnar, we'll be tal king about another two inportant
“P's” in tourism marketing, nanely packaging and Progranm ng;

the seventh “P” of marketing in tourismis people.

Christie-MIIl and Murrison , in their book “The Tourism Systeni,
state that a tourism destination is “a mx of interdependent
elements” including attractions, facilities, services, infra-
structure, transportation and hospitality resources. The tourism

“product” in the NW or in your region of NW includes all six

of these el enents. Later in this nodule, we shall talk nore about
the tourism “product” and the unique features of tourism “product”
mar ket i ng. For now you should realize that your product is just
one of a range of products which your destination has to offer

to custoners. You are probably highly dependent on the suppliers
of many of these other products in ensuring that your business

or zone is marketed successfully.

In a tourism context, ¢ \y »” refers to the neans of travel and
access (infrastructure and transportation) to the tourism “product”,
t he geographic locations of attractions, facilities and hospitality
resources, and the “channels of distribution” that customers

can use to buy your tourism experience. Tour wholesalers,

tour operators and travel agents are the key “channels of dis-
tribution” in tourism

“Price” represents the dollar value that the custoner nust pay
to purchase a tourism experience and the conponent costs wthin
this total price tag. I f you own an individual tourism business
you represent one of these conponent costs.

THE ECONOMIC PLANNING GROUP of conodo
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“Pronpotion” is perhaps one of the nost easily recogni zable of’

the “four P's of marketing”. It represents the mxture of
activities by which a business or association nakes customners
aware of its tourism product and attenpts to persuade themto
visit. These activities include advertising (use of nedia),
personal or direct selling, sales pronotion, publicity, public

rel ations and nerchandi sing. These activities are all conponents
of a destination’s or business’s “marketing mx”, which we review
in detail later.

If you owmn or nanage a tourism business you should be aware

of the “big picture” at the destination |evel and recognize
your operation’s role within it. You should also realize that
your individual business has its own parallel set of “four P s”
(and the three other “P s” of tourism marketing) which are the
mai n conponents of your narketing activities.

3. THE TCQOURI SM PRODUCT

Earlier we tal ked about the tourism product at the destination

| evel as consisting of “a mx of interdependent elenments”
including attractions, facilities, infrastructure, transportation
and hospitality resources. Certainly, this is one valid way

of defining tourism fromthe supply side of the picture; but

what about the custoner’s view of the product? Using our newly-
honed marketing orientation, we would turn this around to say
that the tourism product is the mxture of benefits which
custonmers perceive they will receive at the destination or at the
i ndi vi dual businesses within it. Thus , our tourism product is
not necessarily the hotels, |odges, restaurants, roons, neals,

or transportation services you provide; although you probably
woul d say that these are your products. Under the marketing

THE ECONOMIC PLANNING GROUP of Conoda
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concept, what really counts npbst is how your custoners fee

your offerings will benefit them by satisfying their needs

and wants. In a whitewater rafting operation, the users are
not buying the rafts or the food they receive, rather they are
satisfying their needs for adventure and excitenent. I n your
hotel s, the guests are not buying the beds and the other room
furniture, rather they are satisfying their needs for overnight
accommodation in confort, relaxation and cleanliness.

Shoul d you be selling rafts and beds; or adventure, excitenent,
confort, relaxation and cleanliness? You' |l probably agree

that many existing tourism busi nesses have a product rather

than a marketing orientation, thus they sell the quality and
quantity of their rafts and bedroons, rather than the quality

of the experience these provide to the custoner. The answer

to the question is that you nust gear all your marketing activities
to custoners’ needs and wants.

Anot her way of | ooking at the tourism product is that it represents
the full range of attractions, activities, facilities, experiences
and services required or desired by the custoner in a given purchase
decision or travel experience. It also includes el enments outside

of the travel period itself, such as booking, ticketing, information
travel docunents and so on.

When you consider the reasons why pleasure travelers visit the

NW, you will no doubt agree that their real demand is for the
“free” elenments of the tourism product that your destination
offers, including your natural resources, climte, culture,

hi story and ethnic nosaic. These are unquestionably unique
and are the true “draws” of your destination. The other product
el ements including |odge/hotel roons, neals and transportation

THE ECONOMIC PLANNING GROUP of Conodo



services are “supportive” in that they have to be purchased by
pl easure travelers for them to enjoy the “free” elenents;

they are, therefore, a neans to an end rather than the end
itself. We can also then define the tourism product in the
foll owi ng diagrammatic fashion

ATTRACTI ONS
Nat ural resources.
Climte THE REAL *“ PRODUCT”
Cul ture DEMANDED
H story
Et hni c
. EBEvents
.Entertai nment/recreation
e R %
FACILITIES
HOSPITALITY D THE "SUPPORTIVE"
RESOURCES ELEMENTS OF THE
TOURISM PRODUCT

Many tourism rmanagers fail to grasp this apparently sinple
concept and as a result their nmarketing activities are not as
effective as they could be. They concentrate on selling the
physical attributes of their facilities or services, rather
than on the real “demand-generators”

Wien we review this question further, you'll no doubt agree
that what really determ nes travel purchase behaviour is the
nmental image that the custoner has of the destination, whether
this image reflects reality or not. By and large, this nental
image is created by the following three inputs:

1. Past experience and personal know edge.

2. Reports and advice received from friends
and relatives.

WE ECONOMIC PLANNING GROUP of Conoda
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3. Infornmati on avail able or recall ed.

These three inputs in turn determ ne custoner’s awareness of the
tourism product, their attitudes towards it and their
expectations of the benefits they will receive fromit.

You have probably heard the expression “sell the sizzle, not

the steak.” This is not just applicable to restaurant operators;
it is relevant to all of you. In marketing a tourism product,
you mnust create an expectation that the custonmer will receive

a rewardi ng and pl easurabl e experience. In order to do this,

you must first inplant an awareness of the potential experience
in custonmers’ mnds, then you nust try to influence their
attitudes toward your particular product by showi ng them how
your product wll satisfy their needs and wants, and, finally,
you nmust notivate them to make purchase deci sions.

This brings us to “programm ng” and “packaging” - they are
the second last two “P's” in what we mght call the “seven
P's of tourism nmarketing”. Al of the points that we have

made previously should not only have an inpact on your

mar keting prograns, but also on the product itself that you
have to offer or could offer. | f you have not already realized
it, there are probably a variety of activities and experiences
in your destination that you could program or package for your

guests - surely these will add to the attractiveness of your
particul ar tourism product. W shal |l discuss vacation packagi ng
in detail later in Mdule 5. By programm ng we nean the

organi zati on of events, activities and support services for
your guests.

THE ECONOMIC PLANNING GROUP of Canada
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Cruise ship operators are |leaders in programm ng and are,
therefore, a good example of this for you to consider. They
don’t just |eave passengers to their own devices when they
board ship, but they organize and provide a wi de variety of
recreational, educational, entertainnent activities and shore
excursions for them It is these progranmed activities that
are the primary benefits that the cruise passenger expects

and receives; the transportation of the cruise, on the other hand,
i s al nost neani ngl ess. You can probably think up other good
exanpl es of excellence in progranm ng. Many resorts and resort
| odges have becone very successful due to progranmm ng,

i ncluding Cub Med. Even hotels, restaurants and bars have

i ncreased their business volunes by doing nore progranmm ng.

Those tourism operators who can develop and offer interesting
or exciting program and support services, in conjunction wth

their existing facilities and services, wll have a greater
i npact on the narketpl ace. They will, in fact, be creating
new “products” in the eyes of their potential custoners.

4. UNI QUE FEATURES OF TOURI SM MARKETI NG

Marketing in the tourismindustry is unique; it differs in
a nunber of inportant respects from the marketing in other
i ndustrial sectors.

Tourism first of all, is a service. An intangi bl e experience
is being sold, not a physical good which can be inspected prior
to purchase. Bei ng a service, production and consunption of
the service takes place at the sane tine. I n manuf act uri ng
goods are produced, stored and sold. The “inventory” process
serves as a way of linking these stages of production and
consunpti on. Touri sm supply cannot be stored. Unli ke a can

THE ECONOMIC PLANNING GROUP of conodo
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of food which, if it is not sold one day can be sold the
next, if an airline seat, hotel room or restaurant seat is not
sold today that particular sale is l|lost forever. Al t hough the

inventory cannot be stored and adjusted to changes in denand,

the capacity to produce these tourism services nust be devel oped
ahead of tine. This puts a great deal of pressure on producers
to effectively plan the proper amounts of facilities and, having
devel oped those facilities, keep themas fully used as possible.
This in itself creates another kind of problem,for tourism supply
is relatively fixed. The resources and infrastructure of a
destination cannot change as quickly as can tourist denand.

A second inportant point is that the service provided - a vacation —

is in fact an amal gam of several products and services. A
vacation has a transportation conponent, a |odging conponent,

a food and beverage conponent, an attractions conponent, an
activities conponent and so on. These conponents are usually
offered by different firns and may be marketed directly to the
tourist or conmbined into a package where they are offered as
one vacation but the services are supplied by different firnmns.
This lack of control over the entire vacation neans that a great
deal of interdependence results. A satisfied tourist results
from many independent businesses each providing a satisfying
part of the total vacation. The marketing efforts of each of
the parts are thus affected by the efforts of the others providing
a part of the vacation. The satisfaction provided is also a
function of the human el enment providing the service. This al so
is very difficult to control in terns of the consistent quality
of service provided.

THE ECONOMIC PLANNING GROUP of Conado
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A third factor concerns the role of travel internediaries

(channel s of distribution). Because nost tourist services

are located at distances far from their potential custoners,
speci alized internediaries - organizations which operate between
the producer and the tourist - are often necessary to bridge the

gap. Additionally, the fact that nmany tourism producers are
relatively small nmeans that they cannot afford to set up their
own retail outlets. Thus, while in nost industries the producer
exerts nmuch control over every stage in the devel opnent and de-
livery of the product, in tourism,the travel internediaries can

i nfluence if not determ ne which services should be offered,

to whom when, ,and at what price. The role of governnment

organi zations, such as National Tourism Ofices and provincial/
territorial tourism departnments is also nore significant in
tourism

QO her features of tourism marketing which make it uni que include
the foll ow ng:

Compl ex and diverse notivations determ ne
consuner choice; there is a large el enent
of irrationality involved in purchase

deci si ons. This makes it difficult to de-
termne the nost effective marketing
approach and appeal s.

Pricing, pronotion and product policies

are extensively influenced by internediaries,
often with limted flexibility for the
supplier.

THE ECONOMIC PLANNING GROUP of Conodo
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The custoner has to buy the product w thout
seeing it or trying it. H s risk and uncer-
tainty are therefore higher and his dependence
on information is acute.

The supplier and customer usually have different
views of what “product” is involved. The
supplier sees his product as being his

facility or service (i.e. ,'bums in seats” for

an airline) whereas the consuner sees it

being the attractions and the overall experience.

(This accounts for the success of packages)

The interdependence of the services of
different suppliers causes problens in
providing a consistent and high quality
experience to the consuner. Poor service in
one conponent damages the whol e product.

The labour intensive nature of nost tourism
services cause difficulties in maintaining
service quality - the human elenent is a
nmaj or factor.

Demand is highly elastic with respect to
price and income while supply is highly
i nel asti c.

Seasonal denmand variations are acute.

THE ECONOMIC PLANNING GROUP of canodo
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Uncontrol | able and often unpredictable
external factors can have a nmjor inpact

on tourism - an energy crisis, a currency
deval uation or political turnoil can affect

tourism activity dramatically.

The |low | evel of custoner loyalty to suppliers

makes for an unstabl e market.

Demand patterns are changi ng continuously

because of external factors and new technol ogy.

The high proportion of fixed costs in nost
touri sm operations increases their financia
risk in the face of fluctuations in demand
and seasonality. Their location often linmts
the possibility of alternative uses for the
facilities.

Demand is difficult to predict because of
external factors and the diversity of human
notivations involved with consuners.

Competition is strong and the availability
of substitute leisure activities is very
ext ensi ve.

Suppliers bear the brunt of pronotion and
marketing activities because travel agents
won’'t recommend a particular product.

Peaks in demand often result in a |ower |evel
of quality and service, with the resultant
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negative effects on custoner’s attitudes.

The quality of managenent and narketing of
tourist facilities usually suffers from the

smal | size of the businesses involved. They
don’t have the skills, resources or the
attitude to enploy proper techniques. Cust om

and tradition tends to predom nate.

It is difficult to adapt the marketing
t echnol ogy used in other industries to

tourism Little tourism marketing technol ogy
exi sts.
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MCDULE 2

TOURI SM MARKETS

1. OVERVIEW OF TOURI SM NARKETS

One of the basic principles of marketing referred to in
Module 1 was “market segnentation” or the task of breaking down

the overall market into segnents or groups, and then targeting
in on one or nore of these groups. In Mdules 3 and 4, you
are shown how to practice market segnentation; in this module,
we review and describe the various segnents of the tourism
market, and some of the inportant trends within them

Anot her aspect of tourism nmarkets is the “travel trade”, who
may not directly be our custoners but who may influence them

and who can sell our product for us. In Mdule 1, the travel
trade was referred to as the “channels of distribution” in
tourismand as the travel “internediaries”

2. SEGVENTATI ON

Mar ket segmentation in tourism is based upon the follow ng
four assunptions:

1. The market fcr business and pl easure/
personal travel trips is nade up of severa
i ndi vi dual segnents each of which has its
own uni que needs and preferences relative to
these trips.

THE ECONOMIC PLANNING GROUP of Conodo
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2. Potential travellers can be grouped into
segnents, whose nenbers have simlar and
identifiable characteristics.

3. A single tourism product offering, e.g., a
fishing trip to the NW, wll appeal to sone
segnents of the market nore than to others.

4. Firms and organi zations involved in tourism
can nore effectively market their facilities
and services by devel opi ng specific product
offerings to appeal to specific segnents of
the market.

What we are basically saying is that it is wong to try to be

all things to all people; each individual tourism business
and region has its own range of market segnents to which it
has the greatest potential appeal. Let’s call these narket

segnents your “target narkets”, at which you are going to aim
all of your marketing activities. Many marketing experts call
this the “rifle approach” to marketing, where you take aim at

a specific target or targets. The opposite of this is the
“shot gun approach”, where you spread your marketing efforts
thinly over the tourism market as a whol e. Qovi ously, by

now you will realize that the “rifle approach” is the soundest
of these two alternatives. The great advantage of market
segnentation, or “rifle approach”, is that you can tailor your

facilities and services, your narketing appeals and pronotions
to fit closely to the needs and interests of potential visitors

in your target markets, thereby increasing your chances of
success.
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Since you know their needs and wants, you can appeal to them

in a manner which you are confident will have the greatest
i mpact upon them

Before you decide that a given market segnment is going to be
your target, you nust check its “viability”, in other words
will it return sufficient profit to your business or to your
region. Not all of the potential market segments that are
available to you will be viable. There are six criteria which
you can use to evaluate the viability of narket segnents and

these are as foll ows:

1. MEASURABLE

You nust be able to nake a reasonably
accurate estimate of the size of the
mar ket segnment, i.e., the nunber of
potential visitors.

2. ACCESSI BLE

You nust be able to reach the nmarket
segnent through pronotion and/or
through the travel trade w thout major
difficulties.

3. SUBSTANTI AL

You nust be sure that there are enough
potential visitors in the market segnent
to justify the expenses you will encounter
in appealing specifically to them

4.  DEFENSI BLE

You nust be able to defend your opinion that
the characteristics of the nmarket segnent

THE ECONOMIC PLANNING GROUP of Conodo
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are uni que enough to justify a special
mar ket i ng program

5. DURABLE

You must be quite sure that the market
segment will maintain its unique characteris-
tics over a sufficiently long period of

time, i.e., try to avoid “fads”

6. COVPETI TI VE

You must be sure that you have or could
have advantages over your conpetitors in
serving the needs and wants of the market
segnent .

The nost common method used in tourismto segnent the overall
busi ness and pl easure/ personal travel market is a “geographical”
one. Thi s happens due to the follow ng reasons:

(a) It is generally accepted that travelers’
notivations and behaviour patterns differ
fromregion to region.

(b) It isusually easy to identify and measure
geographic nmarkets, and also affordable to
aim marketing progranms at them

(c) Published travel statistics are nornally
presented using geographi c breakdowns.

(d) On the other hand, other types of segnentation
often require statistics that are not so readily
avail able, or that nmay necessitate expensive
research to obtain.

THE ECONOMIC PLANNING GROUP of Canoda



21

Despite its combn usage in tourism geographic segnentation
on its own, is normally not the best approach. There are six
general categories of “segnentation criteria” which can be
used in tourism only one of which is geographic. The six

are as foll ows:

1. PURPOSE OF TRI P SEGVENTATI ON

2. CHANNEL OF DI STRI BUTI ON SEGVENTATI ON

3.  SOCIO-ECONOMIC/DEMOGRAPHIC SEGVENTATI ON
4. PRCDUCT- RELATED SEGVENTATI ON

5. PSYCHOGRAPHI C  SEGVENTATI ON.

6. CGEOCCGRAPHI C SEGVENTATI ON

Exhibit 1 presents a list of the variables or factors that

can be used under these four headings to segnent the overal

busi ness and pl easure/ personal travel nmarket. W will be

dealing with the topic of segnmentation in greater detail in
Module 4. For the neantinme, you should realize that the nost
effective way to segnent the tourism market normally involves the
use of several segnentation criteria concurrently.

In the balance of this nodule we will consider aspects of the
first two types of segnentation. The others will be covered in
Modul e 4.

3. PLEASURE - PERSONAL TRAVEL MARKETS

It is difficult to establish exactly why people take pleasure-
personal travel trips. Sonetinmes, many of these travelers
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EXHBIT 1

TOURI SM NMARKET SEGVENTATI ON BASES

1. PURPOCSE OF TRI P _VARI ABLES

Touri ng 1
Vacat i on
Busi ness
Personal Busi ness

pl easure

2. CHANNEL OF DI STRI BUTI ON

Direct Sale

Travel Agents

Tour QOperators

Whol esal ers

Airlines o
Tourism Organi zations

3. SOCIO-ECONOMIC AND DEMOGRAPHI C VARI ABLES

Age

Educati on

Sex

I ncone

Famly Size

Family Life Cycle
Soci al d ass

Home Ownership
Second Hone Oanership
Race or Ethnic Goup
Qccupati on

4. PRODUCT- RELATED VARI ABLES

Recreation Activity
Equi prent  Type

Vol une Usage

Brand Loyalty

Benefit Expectations
Length of Stay
Transportation Mde
Experi ence Preferences
Participation Patterns

5. Psychographic Vari abl es

Personality Traits

Lifestyle

Attitudes, Interests, Opinions
Mot i vati ons

6. GEOGRAPHI C VARI ABLES
Regi on
Mar ket Area
Ur ban, Suburban, Rural
Cty Size
Popul ati on Density

Source:

Economi ¢ Pl anning G oup and Daniel J. Stynes, “Market
Segrmentation in Recreation and Tourism ” Mchigan State
University Agricultural Experinment Station project NE-137,
unpubl i shed paper, adapted from WIlliam M Pride and o.cC.
Ferrell, Marketing, Basic Concepts and Decisions, (2nd
Ed., Boston , Houghton Mfflin), 1980.
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may not thenselves grasp the true reasons for their trips, and
others anmong them if they do know the reasons, nmay be unwi lling
to divulge themto the researcher. It is very hard, therefore,
for you to accurately determ ne which needs and wants these

pl easure-personal travelers are trying to satisfy. On the
other hand, you know that the business traveller is primarily
traveling to conduct business or to attend a meeting or
conventi on.

One first step we can take in dividing up pleasure-persona
travel markets is into “individuals” and “organi zed groups”.
The latter division includes pleasure travelers who arrive

in the NWI in groups that are organi zed by a conpany or

associ ati on. For exanple, Horizon Holidays of Toronto, is a
travel trade conpany which organi zes and escorts tour groups to
and within NWT; Mijestic Tours, Mupintour and Golliger's Tours
are three others. Qur other segnent, the “individual” pleasure-
personal travelers includes individual people, couples, famly
groups, or groups of friends, who generally organize their own
trips and who travel in snaller groups than the “organi zed”
visitors. These “individuals” nmay al so have nade use of sone of
the travel trade firns, particularly travel agents and the
airlines.

Perhaps the best way you can now start to look at this market

is to exam ne how the tourism industry and its advisors perceive
it. You can be assured that if g pleasure-personal trave

mar ket is substantial, someone has already put a label on it and
witten about it in a magazine or book. The famly travel

market , the sports fishing travel market, the elderly travel
market, the handi capped travel market, the resort traveller
market , the cruise market, the ski travel market, the tinmesharing

vacation travel narket are but a few of these groups that have been

THE ECONOMIC PLANNING GROUP of canoso



24

earmarked for special attention in articles, books and studies
prepared by know edgeabl e industry people. The travel market
and product trends that are discussed later in this chapter
clearly show the overall pleasure-personal travel narket is
becoming increasingly fragmented, as the nunber of identifiable
segnents grows steadily from year to year. To prove this

take a quick |look at the nagazine rack in your |ocal newsstand.
Youll find that there are nmany nore special interest nagazines
there than there were ten years ago.

A greater variety of factors are involved in the determ nants

of pleasure travel demand, in the notivations of the consuner,

and in the manner in which he nakes a purchase deci sion. Furt her -
more, irrational factors can play a large part in the process as
vel |l . | rmust caution you that, although a great deal of effort
and time can be spent in trying to determ ne what kind of consuner
is going to buy which kind of tourism product in what manner, the
conplexity and individuality of the forces at work nake this a
very difficult and often inpractical effort. W can only hope

to gain sonme insight into the processes at work.

A wide range of variables affect the existence and nature of
t he demands of the consunmer. The following list is fairly
conpr ehensi ve:

Informati on available and recall ed

Past experience

Percei ved opportunities or alternatives available
Motives and interests

Personality characteristics

Per sonal val ues

Exi sting attitudes and opinions

Geography - where consuner is |ocated

® N oA w N e
. '
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9. Cul tural influences

10. Soci al class and influences

11. Ref erence groups

12. Fam |y

13. Fi nanci al situation - disposable incone
14. Tinme available

15, dimate - at home and at destination

16. Age and health

17. Nature of work

18. Popul ati on density

19.  Technol ogy

20.  Architecture

21. Quality and intensity of pronotional efforts
22. | mages and expectations

The notivation to purchase a tourism product is influenced
by all of the foregoing general demand determ nants but the
sel ection anong alternatives will be largely determ ned by
nore specific factors such as:

1. Price

2. Destination attractions, facilities and services,
relative appeals of the travel product

Accessibility
4, Pre~travel informati on and services

5. | mrages and associations relative to the tourism
product .

6. Per cei ved ri sks

The notivation to purchase a tourism product is generated by
a perceived need or desire on the part of the consuner
Basically the notivation is a desire for a change from
day to day routines, pressures and lifestyle. Tourismis not
the only alternative available to him but it is an extrenely
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attractive alternative to nost people for using their available
| eisure time and di sposable inconme. The notivations nanifest
t henselves in one or nore of the follow ng areas of persona

interest:
1. Ethnic - to see how others live, work and play
- to return to the place of birth or

ancestral hone

2.  Cultural - learning about and experiencing the
lifestyle of other, different cultures

3. Historical - to see evidence of former cultures,
wor ks of art and nonunents

4, Environnental - scenery, climate

5. Recreation and Health

6. Ent er t ai nnent

7. Soci al or Ego Enhancenent

8. Interpersonal - visiting friends and relatives

9. Escape, adventure and pleasure

Usual | y several of these notivations are at play in a given
si tuation.

A nunber of de-notivators are at work as well in varying
quantities in different people. To the extent that they out
bal ance the tourism notivators, a non-tourism alternative
will be selected. The tourism de-notivators are:

1 Insecurity in strange places
2 fear of travel

3. | ack of | anguage

4 | oss of security of hone
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cost

limted time available
poor health and old age
famly obligations

alternative demands on noney

Recogni zing the wide variety of influences and factors involved
in consumer travel decisions, it is no wonder that consumer
decisions often have a largely irrational conponent - and that
touri sm suppliers have generally despaired of attenpting to
predict the likely response of different market sectors to the
offering of a new tourism product. The only practical way to
come to grips with these issues is to observe the actual response
of different market sectors or travel groups to specific tourism
products and to narketing appeals. The actual notivations

or influences affecting behaviour can then be inferred fromthe
behavi our resulting.

The inferred notivations can be used in establishing pronotiona
appeal s.

4. BUSI NESS TRAVEL NMARKETS

In nmbst Canadian and U.S. tourism destination areas, business
travel is the “bread and butter” market for the tourism industry

for much of the year. As with the pleasure-personal travel, business

travel has many conmponent segnents and the nunber of these al so
appears to grow from year to year. The business travel narket can
broadly be segnented in the follow ng way:
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1. REGULAR BUSI NESS TRAVEL

Executi ve busi ness travel narket.
o Commerci al / sal esperson travel narket.
.Governnent travel market.

Busi nesswonen travel market.

O her regul ar business travel narkets.

2. BUSI NESS TRAVEL RELATED TO MEETI NGS5,
CONVENTI ONS  AND CONGRESSES

Convention travel market:

i nternati onal associati ons;

conti nental associations;

nati onal associ ati ons;

regi onal associ ations.
Corporate neetings travel market.
Trade show travel market.

3. | NCENTI VE TRAVEL

4. “HYBRID' (BUSINESS + PLEASURE- PERSONAL) TRAVEL

The available statistics for the NW indicate that business

travel ers outnunber pleasure-personal travelers by several

times to one, although, as nentioned in Mddule 1, the pleasure-
personal travelers have steadily increased in relative inportance

Qbviously, if you operate an urban hotel, notel or notor hotel,
you don’t have to be rem nded about the inportance of business
travelers; they probably are your “bread and butter”! What

shoul d be realized, however, by all tourism nanagers is that
busi ness travel is changing rapidly and that new marketing
opportunities arise each year.

5. THE TRAVEL TRADE

You will rermenber in Mddule 1, that one of the “four P s of
mar keting” was said to be “place” and that the “channels of
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distribution” in tourismhad a key role to play in this respect.
The best way to start |ooking at the travel trade is to consider
for a nmonent how you as a tourism operator or zone nanager can
put across your marketing appeals to your selected target

mar ket s. Qoviously, as a supplier of attractions, facilities,
hospitality resources or transportation, you can do this directly
by advertising and pronoting to your potential custonmers and
paying for this yourself. You can also do it indirectly by

channel i ng your messages through the travel trade, the inter-
nmedi ari es between you (the producer) and potential customners.
As we often find that the role of travel trade organizations is
m sunderstood by tourism operators, we wll spend sonme tine
reviemng this topic.

Nature of the Tourism |Industry

The autonobile industry is characterized by a small nunber of
very large suppliers of autonobiles. They effectively contro

not only the creation of their products but also their marketing
and distribution. Each manufacturer, along with his exclusive
deal ers, provides the full range of products and services desired
by a purchaser of an autonobile and controls and manner in which
these are presented to the custoner.

The tourism industry, by contrast, is nmade uw of a large

nunber of small and nedi um-si zed suppliers. It is a highly
decentralized industry, whose nenbers act independently in a
general ly unto-ordi nated manner. Conpl enentary product suppliers
often have conpeting or contradictory marketing prograns and

each supplier has control only over the products or services

he provides. CGenerally, nost suppliers are too small and un-
sophisticated to do a proper job of marketing their products.
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The result of this situation has been the growmh in the inportance
of travel internediaries; the travel agents, tour operators and
whol esalers, as well as the involvenent of governnments and

ot her tourism organizations as active participants in the

mar keti ng process. They have provided the integration and

coordi nati on of conponent parts of the tourism “product” on

behal f of the custoner, and have provided the neans for suppliers
to reach their potential narkets. In fact, the internediaries
have a disproportionate influence in the tourism marketing

process. Marketing to the internediaries has becone as inportant,
or in some cases nore inportant, than marketing to the custoner.
The influence of these internediaries often extends back to the
influence or control of the pricing, pronotion and product policies
of the tourism product suppliers.

Types of Tourism Market |Internediaries

The following are the eight major travel internediaries:

Travel agents

Tour operators

Whol esal ers

Travel clubs, associations

O ficial tourism organizations
Sal es representatives

Br oker s

© NS o B w

Airlines

Oten the travel internmediaries are nore effective as narketers
of travel products. They are usually located in the market
area involved and are, therefore, nore know edgeabl e about

t he uni que demands and travel pattern of their nmarket. They
can al so assenble products nost appropriate to their market.
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They can relieve sone of the need for a supplier to build his own
mar keting organi zation and they can be a val uable source of
mar keting ideas and intelligence.

1. Travel Agents

Travel agents sell about 80% of all airline tickets and an even
hi gher percentage of all packaged tours. They represent a
smal | er proportion of hotel bookings, but a higher portion of
the vacation bookings for destination resort hotels.

Travel agents in effect, create a custom zed “package” of

tourism services for their customers. They make the necessary
reservations, handle all pre-paynents and deposits, issue

tickets and other necessary docunents, provide information and
advice and generally assist travelers in making their decisions
and arrangenents. They provide all of these services at no cost
to the custoner, but obtain comm ssions from the travel suppliers,
ranging from 7.5% on regular airline bookings, UP to 20% ‘o ot her
servi ces. The normal conmm ssion for hotel bookings and tour
-bookings is 10% al though nmany suppliers pay them overrides based
on vol une of bookings.

Technically, the travel agent is an agent for the supplier but,
in practice he functions as an agent for the consuner. The
consuner tends to be loyal to his travel agent, whereas he is
not generally loyal to any supplier.

Wth a few exceptions, a travel agent is reluctant to recomend
any particular supplier to their custoner as they have no control
over the quality of service given by the supplier and in nost

i nstancesdo not have personal know edge of the facilities or
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servi ces. The exceptions are where several of their custoners
have reported very favorably to them about a particular supplier,
or where an agent is sponsoring and pronoting a departure of a
particul ar tour. As a result, they rarely “sell” a destination
product, but rely on the custoners to nmake their own decisions
based on the brochures and other information they are able to
provi de. They are “order-takers”, not marketers. When you
consider the nyriad of products they have to know sonet hi ng
about, the fact that they have little time available for product
education and that travel counselors are generally poorly paid,
sem -clerical enployees, it is not surprising that they are not
nore marketing-oriented.

The inplications of t-hese facts are that you, as a supplier,

cannot depend on travel agents to market this product for you.
Wiile it is inportant that you provide themwth a supply of
brochures and an awareness of the primary attractions and features
of your product, you nust do the marketing job yourself or wth

ot her internediaries.

Sonme | arge travel agencies and chains market tour products

under their own nane. The tours can either be their own or a

tour operator’s product. A few of them have been quite successful,
but generally they are not nearly as successful as they will tel

you . The problemis that they rarely do a thorough job in
planning their tours and are unable to get other travel agencies
to sell their products. Suppliers, therefore, have to be very
careful in block-booking space for a travel agent’s own tour.

2. Tour Operators

Tour operators create their own products which are conplete
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travel packages involving the products and services of a nunber
of suppliers. Their products are the closest match to what
t he consuner perceives the travel product to be.

The tour operator books blocks of space with suppliers,
assenbl es the conponents in an interesting and coherent manner
and offers the package at a single, attractive priceon selected
dat es.

A good tour operator can, therefore, be a powerful ally of a
supplier in generating indirect demand for the supplier’s
product, and in doing a large part of the marketing job for him

Tour operators sell primarily through travel agents, although -
some of themw |l take sone or all of their bookings directly
fromthe custoner. Generally, the latter type of operator is
already dealing directly with the public in another area of

his business, (i.e., airlines, notor coach conpanies and railways),
and operates tours only as a secondary business as a neans of
increasing sales of the transportation service.

The di sadvantages of having a tour operator sell your product
are as follows:

(a) The supplier has no control over the quantity, timng,
mar keting and pricing of the tour product.

(b) Many tour operators are disreputable in their business
dealings, are on shaky financial ground or have a poor
track record in reaching their proposed sal es objectives
(the tour operator does not share the hotel’s risk in
havi ng roons unoccupi ed).
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(c) The tour operator will use his bargaining power to
obtain the |owest possible rate fromtheir suppliers.

(d) Business can be switched to a conpetitor on short

noti ce.

(e) The tour operator usually wants your best facilities
in the peak tourist season.

(f) Your product can be msrepresented, but the blane and
difficulties occur on your doorstep

The inmplications for the supplier are that care nust be taken

in accepting booking requests from tour operators to ensure

that their expectations are realistic and that they are reputable,
that you should not tie up a disproportionate share of your
facilities with tour groups, and that you insist that they provide
regul ar reports of their booking status.

3. Whol esal ers

Whol esal ers act as agents for suppliers, providing a reservations
and selling service in a given geographic area, usually at a great
di stance from the supplier’s base of operations. They wor k
exclusively through travel arsents and, in effect, represent

the supplier in that area, asan agent. Unli ke tour operators,

whol esal ers do not create their own products nor do they book

bl ocks of space.

The advantage of using wholesalers is that they are selling
your product, not theirs, and they do so on a comm ssion basis
so your marketing cost is directly related to sal es. Whol esal ers
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are worthwhile in markets where suppliers cannot justify their
own selling and reservations function. In some instances,

whol esalers will require a mninmm comm ssion for a given year
to ensure that their tine and effort is covered, and sone of
their marketing costs may be charged back to the supplier

The disadvantages are that wholesalers sell the products that
are the easiest to sell and make them the nost noney. Your
product may or nmay not be adequately represented by whol esal ers
and you have little control over the quality of their efforts
and staff. You have limted flexibility in that your marketing
program nust conform to the whol esalers’ and You nust renenber
that they are pronoting their inmage, not yours. They are also
usual ly selling your conpetitors’ products and won't therefore
recommend anybody’s.

4, Travel O ubs and Associ ations

These organi zati ons work on behalf of their own nenbers in
arrangi ng packages of interest to them Frequently the packages
are special interest products. There is usually no continuity
within these organizations and normally their packages are
arranged on a one-tine basis only. Oten you are dealing with
unpr of essi onal organi zers who can m shandl e the arrangenents
with a negative reflection on you, the supplier

5. Oficial Tourism O gani zati ons

Travel agents, tourism operator associations and governnent
travel pronotion bodies play an active and inportant role in
mar keting tourism Oten only they have the size, financial
resources and breadth of mandate to pronbte an area or a
country’s attractions.
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Associ ati ons sponsor trade shows, enabling suppliers and tour
operators to present their products to travel agents. Exanpl es
are the ASTA and NBA trade shows. They often will also sponsor
consurer shows in given geographic areas.

Covernnent agencies in Canada are active in tourism advertising
and pronotion activities, particularly in non-donestic markets.
They are usually the primary representative of their tourism
industry outside of their region. The NW Departnent of
Econom ¢ Devel opnent and Tourism perforns this role for you.
The Departnent’s marketing prograns are described in sone
detail in their publication entitled “Comunity Based Tourism
A Strategy for the Northwest Territories Tourism |Industry”.
According to this publication, the Departnment’s marketing prograns
fall into four distinct categories - information prograns,
consumer pronotion prograns, trade pronotions prograns and
assi stance for industry pronotions program The six zone
travel associations in the N\WI, (i.e., Arctic Coast, Big River,
Keewatin, Northern Frontier, Wstern Arctic and Baffin) also
play an inportant role in marketing tourismin your region.

Anot her very inportant official tourism organization is Tourism
Canada, Canada’s national tourism organization. Touri sm

Canada’s narketing nmandate is basically to maintain and enhance
the Canadian inmage as well as pronoting Canada as a desirable
travel destination. It maintains offices in Canada, the U S.

and overseas in order to achieve these marketing objectives.

The specific marketing activities which Touri sm Canada undert akes
itself or in conjunction with the territories/provinces and the
private sector are shown in Exhibit 2.
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CANMAP

This program is designed to assist
Canada-based or foreign-based tour
wholesalers, tour operators,

transportation companies, automobile

clubs, travel suppliers or influencers
who currently offer Canada package 6.
tours or have the interest and

capability of developing and marketing
Canada package tours.

VISIT CANADA PROGRAM - TRADE

A program providing financial

assistance to tour producers towards

the cost of their travelto specific 7.
Canadian destinations with the

intention of developing new tour areas

and seasons and/or improving or

expanding existing tours. The trips

are almostalways cost-sharing

ventures with a carrier and the

provinces and/or tbe private sector.

FAMILIARIZATION TOURS

Regional Offices and/or OEA posts will
purchase and negotiate transportation
and/or tour components for groups of
Carefully selected travelinfluencers,
who will travel toor ipnp Canada to
familiarize themselves with Canadian
marketing priority areasand products.
Tours will take two forms: educat ion
with destination specific, and product

testing with product specific. .

VISIT CANADA PRoGRAM - MEDIA

A program providing familiarization
tours of Canada for those who it is
determined are in the best position
to research, prepare and place
reports of Canada‘'s vacation
attractions.

MARKET ANO MARKETING RESEARCH

A series of market research studies,
conducted on a regular basis, which
examine socio-economic, demographic,
travel trends and attitudes towards
Canada as a travel destination, in
major international markets and
within Canada, as input for the
development oOf annual Marketing
Plans, In addition, Tourism Canada’'s
advertising campaigns are pre - and
post-tested amongst a representative
sample of defined cqnsumer target
markets. Pre-testsare conducted to

EXHBIT 2

TOURI SM CANADA' S MARKETI NG PROGRAM

appraise consumer response toa
selection of proposed advertisements,
while post-tests assess the
effectiveness of executed advertising
campaigns in reaching stated
communicat ions objectives.

PUBLIC RELATIONS

To create in the media, consumer,
travel influencer, and meetings and
incentive travel decision-makers, an
awareness of Canada as an attractive
accessible and competitively-priced
travel destination.

TRAVEL COUNSELING AND DISTRIBUTION
SERVICES

Travel counselors provide advice
and information on travel to and
within Canada to prospective
visitors, media and travel trade.
Service is provided by direct
contact, telephone and mail.

The service of acquiring and
distributing travel literature and
promotional material produced by
Tourism Canada, other federal
departments, provinces, territories,
regions, municipalities and the
private sector, is the
responsibility of Tourism Canada's
distribution centre in Yarmouth,
Nova Scotia.

FILMS

The Canadian Travel Program (CTP) is
a formalized and long-standing
federal /provincial program. It does
not produce films, but rather
encourages its provincialmembers,
and through them, film producers, to
produce films that will effectively
promote travel to and within Canada.
Through cost-sharing arrangements,
qualified films are versioned and

prints made. Tourism Canada then
undertakes the promotion and
distribution of such films, i n

cooperation with the National Film
Board of Canada.

AUDIQ-VISUAL - PHOTO

The production of audio visual
presentations using either in-house
expertise or private sector
production houses.

10.

11.

12.

13.

14.

MEETINGS k INCENTIVE TRAVEL SALES 15,
DEVELOPMENT

The planning and execution of
seminars, workshops, marketplace and
trade show promotions in cooperation
with other public and private sector
partners, targeted against planners
and decision-makers in the meetings
and incentive travel market.

MEETINGS AND_ INCENTIVE TRAVEL SITE
INSPECTION

Association , corporate and incentive 16.
decision-makers are considering a
Canadian site for a future event. 17.

The site inspection visit is used to
familiarize the prospective buyer
with the Canadian product and to
enable the buyer to make the final
decision.

RETAIL TRAVEL AGENT DISPLAY
CONTRACTS

Through negotiated contract with
window display specialist firms in
selected U.S.A. and Overseas markets,
the installation of Canadfan travel
displays in travel trade outlets and
in other high consumer trafficareas.18.
Tourism Canada offices work directly
with consumer merchandising groups
with their own window display
specialists, who hold special
Canada-oriented promotions.

BUSINESS DEVELOPMENT AIDS

The production and distribution of
displays and merchandising aids to
support the field offices’ display
contracts and other promotional
activities.

TRADE SHOWS - CANADIAN SUPPLIER
PARTICIPATION

The planning for and organizing of
Canada’s presence, in cooperation
with provincial and related Canadian
trade partners in positioning and
maximizing Canada’'s presence at key
traveltrade Influencer conferences
and marketplaces.

RENDEZ-VOUS CANADA

A four-day marketplace at which
the demand elements of both

Canadian and foreign travel
(i. e., wholesalers, brokers
and operators) meet indivi-

dually with the supply
elements of Canadian tourism
industry (i. e., ground
operators, carriers, accommo-
dation companies, events a nd
attractions officials, etc. )

MARSET INTELLIGENCE GATHERING

TRAVEL TRAOE SUPPORT ACTIVITIES

The starting of seminars,
marketplaces, sales blitzes,
educational sessions, 1in
cooperation with publiec and
private sector partners,
targeted against travel
influencers abroad and In
Canada, to further acquaint
them with the availability
and sales potential of Canadian
travel products.

Tourcan

A three day marketplace held in
Canada which will give the de-
mand elements of Canadian
travel (i. e., wholesalers,
brokers and operators) an
opportunity to meet in
business sessions with the
supply elements of the
Canadian Tourism industry

(i. e., carriers, accommodat ion
companies and ground operators
of a specific region).

LE
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6 & 7. Sales Representatives and Brokers

Sal es representatives (supplier’s salesnen) and brokers

(i ndependent sal esnen representing several suppliers on a

conmm ssion or fee basis) performthe sane kind of role as

whol esal ers, but they do not provide a reservations service

They sinply act as sales representatives, calling on travel agents,
participating in trade shows and using other direct selling

t echni ques.

The broker route shares the sane disadvantages as using a
whol esal er, but the absolute cost is normally substantially

| ess than having a salaried salesman for a sales territory.

8. Airlines

Airlines have becone internediaries through their efforts to
generate nore traffic on their airline. They offer their own
tours, will help pronote a tour operator’s tours, wll share
advertising and pronotion costs, run famliarization trips,
provide a reservations service and will give out a supplier’s
brochure during their sales calls. They charge nothing for these
servi ces. Their support and assistance can, therefore, be
extrenely val uabl e.

Again, it is difficult to say conclusively what is the best
formula to use in your choice of travel trade channels and,
i ndeed, on the best mxture of direct and indirect selling.



(a) The nature of your tourism product.
(b) The type of custoners and their |ocations.

(c) The nunber of potential custoners in a given
ar ea.

(d) Your resources.

(e) Your objectives and policies, and the
marketability of your product in the eyes
of travel internediaries.

6. TOURI SM MARKET AND PRODUCT TRENDS

As pointed out in Mdule 1, tourism has undergone significant
changes since Wrld War Il and is expected to continue to

change during the 1980's and beyond. The trends that have
influenced travel in Canada and that will continue to do so can
be divided into two groups - “external” and “internal” trends.
The external trends are ones over which you, as suppliers, have
no direct control, while the internal trends are ones over which
you can exert some control or influence.

The maj or external trends which have affected tourism during the
1970’ s and 1980's have been changi ng denographi cs, changing
general econom c conditions, energy supply-demand changes and

changi ng values and |ifestyl es. In Exhibits 3 to 6 , the major

trends occuring under each of these four headi ngs have been
shown along with their inmpacts upon tourism
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EXH BIT 3

CHANG NG DEMOGRAPHI CS

TRENDS

() HORE PERSONS OVER 65

() KORE PERSONS [N THE 20-39 AGE
BRACKET

DFEHER CHILDREN AND TEENAGERS

DFORE ADULT AGE SINGLES

EXPECTED IMPACT ON TOURISM

BUS TOURS HWILL CONTINUE TO RAPIDLY IHCREASEIN
POPULARITY

INCREASED DEMAND FOR PACKAGED VACATIOPIS
MORE DEMAND FOR .”OFFPEAK” VACATIONS

INCREASED NUMBER OF VERY “MOBILE” PEOPLE WITHMORE

TO SPEND ON VACATIONS AND GREATER INCLINATION TO
TRAVELI

MORE CHILDLESS, TWO-JOB FAt ILY UNITS - MORE
VACATIONS OF SHORTER DURAT ON

MORE DEMAND FOR “OFF-PEAK” VACATIONS
MORE BUSINESSWOMEN TRAVELL NG

THE EMPHASIS ON THE TRADITIONAL SUMMER VACATION
WILL DECREASE

MORE DEMANDFOR “oFF-PEAK’ VACAT loN S
MORE BUSINESSWOMEN TRAVELING

MORE GROUP TRAVEL:

® MORE DEMAND FOR VACATION FACILITIES CATERING TO

THE SINGLES MARKET
MORE DEMAND FOR “ADVENTURE” TRAVEL EXPERITENCES




EXHBIT 4

CHANGES | N GENERAL ECONOM C CONDI TI ONS

TRENDS

(VECONOHIC GROWTH RATES WILL CONTINUE TO
BE SLOWER THAN IN THE PAST IN HORTH
AMERICA

(COTINVING HIGH RATES OF INFLATION IN
NORTH ANERICA

OCAADIAN $ WILL CONTINUE AT A DEVALUED
LEVEL RELATIVE TO THE 0.5, $ AND HAJOR
EUROPEAN  CURRENCIES

EXPECTED IMPACT ON TOURISM

GHILLCONTIBUTE TO THE MOYE T WARDS A “CONSERVER
SOCIETY" (IMPACTS SHOWN LATER?

e | NCREASED DEMAND FOR SIMPLE,LOW-COST VACATION
FACILITIES AND SERVICES

e CONTINUING GROWTH IN TRAVEL TO CANADA BY
EUROPEANS

e INCREASED LEVELS OF TRAVEL WITHIN CANADA BY
CANADIAN RESIDENTS

v




EXH BIT 5

CHANG NG VALUES anp LI FESTYLES

TRENDS

() MORE IMPORTANCE ATTACHED TO IN DIVIDUALISH,

SELF- 1 PROVEWENT , SELF-EXPRESSION AND
INTELLECTUAL ERRICHMENT

DGREATER COHCERM AD APPRECIATION FOR
THEZ NATURAL ENVIRONNENT

OHOVE TOWARDS A “COHSERVER SOCIETY” OR
“VOLUNTARY SIMIPLICITY

EXPECTED IMPACT ON TOURISM

o | NCREASED INTEREST IN TRIPS WITH EDUCATI ONAL
COMPONENTS

. GREATER INTEREST IH HISTORICAL, CULTURAL AND
INDUSTRIAL ATTRACTIONS AND EVENTS

0 MORE TRAVEL FOR THE PURPOSE OF LEARMING AND/OR
IMPROVING A SPORTING OR OTHER SKILL

® INCREASED INTEREST IN PHYSICAL FITNESS ACTIVITIES

(E.G, CANOEING, HIKING, BICYCLING, CROSS-COUNTRY
SKIING, ETC,

° GREATER DEMAND FOR WILDERNESS EXPERIENCES OF A

VARIETY, E.Gy, NATURE PHOTOGRAPHY,
HORSEBACK TRAIL RIDIHG, WILDERNESS CAMPING,

WILDERNESS CANOEING, NATURE VIEWING, SAILING, ETC,

e DEMAND FOR CONSUMPTIYE USES SUCH AS SPORTS

FISHING AND HUNTING WILL NOT ENJOY THE SAME,
HIGH LEVELS Of GROWTH

O A FUEL-CONSCIOUS SOCIETY WILL DEVELOP THAT HILL
PLACE A GREAT DEAL OF FMPHASIS ON FUEL COIISER-

VATION 'HEAVILY CONSUMPTIVE TRAYEL MODES WIlLL
DECREASE IN POPULARITY

cy .
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EXHBIT 6

ENERGY SUPPLY-DEMAND CHANGES

TRENDS

DMPIDLY INCREASING PRICE OF
GASOLTHE

OPERIODIC SHORTAGES OF GASOLINE

(SUALLER, LIGHTER CARS

EXPECTED IMPACT ON TOURISM

GENERALLY, LESS USE OF THE PRIVATELY-OWNED AUTOMOBILE

FOR VACATION PURPOSES, THIS WILL BE PARTICULARLY TRUE
FOR LONG-DISTANCE TRAVEL,;

INCREAStED DEMAND FOR PACKAGED AND FULLY-INCLUSIVE
VACATIONS

GREATER USE OF PUBLIC TRANSPORTATION AND NON-PERSONAL
TRANSPORTATION FOR VACATION PURPOSES:!.E, BUS, AIR~
PLLANE, TRAIN, SHIP AND RENTAL CAR

. LESS VACATIONS OF THE TOURING VARIETY AND MORE SINGLE

DESTINATION TRIPS;
LENGTHS OF, STAY AT DESTINATIONS WILL BE LONGER

.PEOPLE WILL MAKE FEWER TRIPS AND THESE WILL BE CLOSER

TO HOME

TOQURIST-DEPENDENTREGIONS THAT ARE A LONGDISTANCE
EROM THEIR MAJOR HARKETS MAY ERTEN 1CANT
DECREASES IN YISITOR TRAFEIC

VISITOR SERVICE BUSINESSES THAT ARE HIGHLY DEPENDENT
ON PASSING HIGHWAY TRAFFIC WILL SUFFER MOST

MORE DEMAND FOR “TOTAL” OR “DIVERSIFIED” RESORT AREAS
OR RESORTS, I.E, QNE STQP YACATIONS

MORE DEMAND FOR “DESTINATION” AND LESS FOR “EN Reute”
CAMPGROUNDS, CAMPGROUHND DESIGNS WILL HAVE TO ng
SIGNIFICANTLY ALTERED

COMPROMISES WILL HAVE TO BE MADE IN THE TRAVEL
EXPERIENCE, 1 .E, MORE SPENT ON TRANSPORTATIOIl, LESS
ON FOOD AND ACCOMMODATION

« MAY LEAD TO DECREASES IN COTTAGING

£b
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MCDULE 3

SI TUATI ON ANALYSI S

1. THE MARKETI NG PLANNI NG PROCESS

In this second nmajor segnent of this semnar, the two inter-related
topics of “marketing planning” and “narketing nanagenent” are

revi ened. W begin with the “marketing planning” process of which
the “situation analysis” is just the first step. Modules 1 and 2

have given you the background to the nmarketing concept and certain
basic information on tourism narkets. This nodul e and the seven
remai ni ng ones describe the procedures you should use in designing,
i mpl ementing, managing and nonitoring the marketing plans that

you will devel op

If you decide to begin the “nmarketing planning” Process this implies
that you have determined to adopt a future orientation to your

busi ness or your region. Exhibit 7 graphically illustrates the

mar keting planning process as it relates to tourism As you can

see , the marketing process should always answer four very basic
guestions and these are as follows:

QUESTI ONS TECHNI QUES
1. Wiere are you now? — - — — — - - - — — SITUATION ANALYSI S
2Where would you like to be? - - - - - GOALS AND
OBJECTI VES
3. How are vou going to get there?- - - - NMARKETI NG pLAN

4. How do you make sure you get there?— - MARKETI NG MANAGEMENT

THE ECONOMIC PLANNING GROUP of conodo
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EXHIBIT 7

THE MARKETING PLANNING PROCESS

SI TUATI ON_ ANALYSI S
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PRODUCT/ MARKET COVPETI TOR COMMUNITY/ CORPORATE EXTERNAL VHERE
PROGRAM ANALYSI S ANALYSI S REG ONAL OBJECTIVES -«-| TRENDS/ ARE YOU
ANALYSI S ANALYSI S AND POLICIES FORCES NOW ?
Y ‘} Y Y
IDENTIFICATION OF
MARKETING OPPORTUNITIES
AND TARGET MARKETS WHERE WOULD
YOU LI KE
J , TO BE?
| DENTI FI CATI ON OF
MARKETI NG GOALS AND
OBJECTI VES
MARKETI NG PLAN DEVELOPMENT HO%GRE
GO NG
PRODUCT PACKAGING PROGRAMMING ACCESS/ PRICE PROMOTION/ TO GET
DISTRIBUTION ADVERTISING <
THERE?
MARKETING| MI \
MA|
RKETI NG MANAGEMENT HOW DO
; YOU MAKE
BUDGETI NG CONTROL POLICIES - NANAGEMENT SURE YOU
AND ADDI Tl ONS/ TRAINING GET
REPORTI NG CHANGES AND THERE?
DEVELOPMENT
|
Y \ Y Yy

¥

REVIEW AND
EVALUATION
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Marketing planning is, in reality, corporate or organizational

pl anni ng. Marketing planning is based on the marketing concept
and therefore, on the premse that the ultimte success of any
enterprise is dependent upon its ability to satisfy the needs and
wants of its customers, and to do so at a profit. Hence, it

is planning in which the prinary focus is directed to the market-
pl ace. The process is designed to ensure that all parts of your
organi zation are directed to fulfill objectives and prograns

that are not only marketing-oriented, but that have been carefully
establ i shed based upon an evaluation of marketing opportunities.
Whereas this description may sound sinple and nmay, to some, be
self-evident , we can assure you that few tourism organizations
acconplish this objective. Most tourism organi zati ons nake

mar keting decisions on an ad hoc basis, with little coordination
among their marketing prograns and activities. Little attention
is given to the synergy and nutual reinforcenment of different
marketing activities. There is often a lack of concentration of
effort , a lack of custom zed approaches to different market
segments and a lack of continuity in marketing prograns.

Sone of the reasons why many tourism suppliers do not follow the
mar keting planning process are felt to be as foll ows:

tradition-oriented thinking (“we’ve always done it this
way in this industry”);

use of subjective judgments (“seat-of-the-pants planning”);

a reluctance to try new ideas or to question past
prograns (“it worked before for us, why won't it work
again?") ;

a lack of interest in and support for planning at senior
managenent |evels (“we don't need to plan”);

doubts as to the useful ness of planning activities(’’ why
should we waste our tinme planning for the future when we
can hardly cope with the present?”);

THE ECONOMIC PLANNING GROUP of canado
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insufficient attention to obtaining reliable, up-to-
date and conprehensive nmarket statistics (“we neither
have the time nor noney to gather market statistics
isn't that the government’s job anyway?”);

insufficient tine and resources devoted to planning
(“we don’t have the time or money to plan”);

a lack of coordination between planners and those
responsi ble for execution and control (“nanagenent
draws up the plan and then just drops it on our desks”).

Using the marketing planning process, you match your organization's
resources to the opportunities in the marketplace and do so far
enough in advance to allow for the tinmely inplenmentation of the
actions you are required to take. It forces you as tourism
managers to commit yourselves to realistic objectives, to use these
objectives in setting imediate and |ong—-term goals and to

devel op prograns for action to attain these goals. At the sane
tinme, it provides a framework for marketing managenent by providing
for decision-making, budgeting, control and performance eval uation

2. SI TUATI ON ANALYSI S

The “situation analysis” is the first step in the marketing planning
pr ocess. It is called a situation analysis because it neans that
you have to carefully evaluate the present situation in your

busi ness or region. Wiy do you need to do this? Basically, you

have to because, as sonme narketing experts have said, “It’s
i npossible to know where you're going in the future, if you don't
know where you’ve been in the past”. Your evaluation of the present

and past situation should cover your tourism Pproduct(s), prograns,
conpetitors, community, region and your current customers ( if
applicable) . Bel ow, a review of each of these topics of evaluation
is given.

THE ECONOMIC PLANNING GROUP of conodo
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Eval uati on of Your Product, Prograns and Markets

As Exhibit 7 showed, the basic objective of the situation analysis
is to answer the question “where are you now?” You will have three
basi c purposes in doing this analysis — evaluating the product(s)
and prograns you have to sell conpared to those of your conpetitors;
finding out what your present/past/future customers think of them
and identifying the potential of the markets available to you

Qobviously, the way you do this analysis will vary according to
whet her you own or operate an individual tourism business, or

if you are a zone travel association nmanager. The scope of your
evaluation will undoubtedly be far greater if you nmanage a zone.

If we assunme that you operate a |odge, hotel, notel or other type
of accomodation facility, you nust consider all of the follow ng
factors in your product analysis:

1. SIZE

a. nunber of guest roonms, guest capacity
b. frontage or acreage.

2. FACILITIES

a. different types of guest roons — nunber of each
maxi mum nunber of guests for each type.

b. food and beverage facilities — nunber of seats.

C. group business facilities - nunber of roons,
capabilities for neeting and for dining.

d. guest service facilities - parking, laundry, room
service, transportation, ice makers, coffee makers,etc.

e. recreational facilities — swnmmng pool, golf,
bow i ng, skiing, boating, fishing etc.

3. PROGRAMS COFFERED

a. packages
b. guest services
C. speci al prograns and events

THE ECONOMIC PLANNING GROUP of Canodo
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4. PHYSI CAL  CONDI TI ON

a. age of property.
b. condition of interior, exterior, structure.
C. cl eanliness and state of repair

5. ATMOSPHERE

Ceneral inpression the property creates; style,
warnth , hospitality, well kept, run down, etc.

6. LOCATI ON

size of town/city and inmedi ate area.

near by industries, business centers, attractions
and ot her sources of guests.

C. proximty to expressways, highways, airports and
other transportation forns.

7. TYPES COF BUSINESS ATTRACTED

When i s business:
a. best-tinme of year; day of week; hours of the day.
b. slowest—tinme of year; day of week; hours of the day.

If you are a zone travel association nmanager, your analysis should
deal with the attractions, facilities, transportation, infrastructure
and hospitality resources contained in your zone, i.e. , the broad
“tourism product” that was discussed in Mdule 1. Your concern

is an amalgum of individual tourism products and progranms which

you will have to inventory.

Now t hat you have assessed what you have to offer, it’s tinme to
turn your attention to your present and past custoners. You
should review the follow ng checklist and be able to answer

all six of the questions before noving ahead:
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PROCEDURE FOR ANALYZI NG PRESENT AND PAST MARKET DEMAND

1. WHO ARE YOUR CUSTOMERS?

Total nunber of custoners

Soci o- econom c/ denogr aphi c
characteristics

Physi ol ogi cal characteristics

Mar ket segnments and their relative
si zes

Party sizes

2. WHERE DO THEY COME
FROM AND TRAVEL TO?

CGeographic origins (provinces/states
and cities/towns)

CGeographic destinations on trip

3. HOW DO THEY PLAN THEIR
TRIPS, AND TRAVEL TO
AND WTHI N THE
DESTI NATI ON?

Trip planning procedures

Sources of information used
Booki ng procedures

Use of the travel trade

Trip routes and carriers/
transportation/infrastructure used

4. WHEN DO THEY TRAVEL,
FOR HOW LONG AND VWHEN
DO THEY MAKE THEIR
TRAVEL DECI SI ONS?

Season of travel

Weekday versus weekend

Lengt hs of stay/spending

When do they decide to travel?
Who decides they will travel?

5. VWHY DO THEY TRAVEL?

Purpose of trip

Recreation and other activities
desired

| nportant notivations for trave
Travel influencers

6. VWHAT DO THEY THI NK ABCUT
YOUR PRODUCT(S) AND
PROGRAMS?

Ability to satisfy their needs and
want s

Perception of quality and need for
i nprovenents in your product(s)/

pr ogr ans

Perception on need for new product(s)/
pr ogr ans

Attitudes to/evaluation of

THE ECONOMIC PLANNING GROUP of Conoso
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Havi ng reviewed the above checklist, many of you m ght be thinking
that you neither have the tine, noney nor inclination to gather

t oget her such an extensive anmount of information. Wat if we told
you that it probably wll be the best investnent of your tine and
noney that you will ever make? Wwy? There are two reasons.

First , your present and past custonmers are nornally your best
potential group of future custoners and the easiest to attract.
Second, word-of-nouth advertising is generally recognized as the
nost powerful pronotional tool in tourism - you'll want to nake
sure that your past/present custoners’ “comments” about your
business or region are, in fact, positive.

The information can be collected in a variety of ways. Acconmodation
facilities and tour operators can gather it by having well designed
reservation/ booking forns, registration cards and in-room
qguestionnaires. Travel association zones can get it by having

good registration records at information booths and by asking other

i nformati on—-seekers (by mail and tel ephone) a selected |ist of

questi ons. Speci al surveys can also be carried out by mail

tel ephone, in person or by using the focus group technique. In
Module 4, a nore detailed discussion of narket research techniques
used in tourismis given.

Eval uati on of Your Conpetitors

Havi ng inventoried your product(s)/prograns and characterized your
past/present custoners, Yyou should then critically evaluate your
conpetitors. Your conpetitors are all those firns and organizations
seeking to serve the sane narket segnents as you are. Thus , they * re
not necessarily just the “guys down the road’” but they may 2lso

i ncl ude busi nesses and other organi zations operating outside of the
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NAT . For exanple, if you operate a fishing |odge, your conpetitors
for sports fishernen are probably located in several Canadian

provi nces and states of the U S A In fact, your colleagues

in the NWI may serve to help or conplenent your business rather
than conpete wth it.

You should evaluate your conpetitors carefully for the follow ng
reasons:

1. COVPARI SON . To determne how the quality and quantity
of your product(s) and prograns conpares
to those of your conpetitors (follow ng
the same checklist as that on Page 50 )

2. OPPORTUNI TY No- one usually has a patent on an idea

| DENTI FI CATI ON . To identify market segnments that
conpetitors are successfully appealing to.

To identify product(s) and prograns that
conpetitors are successfully marketing.

. To identify pronotional, packaging and
pricing techniques that conpetitors are
usi ng successful ly.

To identify channels of distribution that
conpetitors are using successfully.

To identify opportunities for cooperation
with conpetitors.

3. | DENTI FI CATI ON COF . To identify the nost inportant conpetitive
advant ages you have over your conpetitors
YOR UNFQUE SELLING in terms of satisfying the needs and
PO NTS wants of your common target nmnarket
segnent s.

To provide ideas for your pronotiona
efforts based upon these conpetitive
advant ages
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You should try to obtain the exact sane information on your
conpetitors as was described above in the product/program market

anal ysis for your own business or region. O course, you m ght

not be able to get the sanme calibre and |evel of detail of

information , but you should be as resourceful as you can in trying
to acquire it. You should at least visit your conpetitor’s

busi nesses or regions and develop a first-hand know edge of what
they have to offer. Use your own present and past custoners to

give you an inpression of your conpetitors and their reaction to
what your conpetitors have to offer. Use your tel ephone and ask

for your conpetitors’ brochures, rates and any other pronotiona
literature. Look out for the advertisenents of your conpetitors in
magazi nes, newspapers, guidebooks and radio/tel evision and determ ne
what thenes and conpetitive advantages they are trying to put across.

There are other sources of “market intelligence” about conpetitors.
For exanple, if they own a hotel you could count the cars in their
parking lot and note where the license plates are from You could
check their restaurants periodically and take a head count. There
are many |egal ways you can do this if you are both resourcefu

and creative.

Eval uation of Your Target Markets and Future Marketing Opportunities

G ven the inportance of this issue, it will be dealt with in
greater detail in Mdule #4.

Eval uation of Your Community and Regi on

Now | ook at your community and your region, since they will have
many clues as to the future directions you should take in your
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busi ness or region. |f you are highly dependent on regular
business travelers, you nust evaluate the current health and
future prospects of the businesses and governnment agencies in your
community or region. Additionally , your conmmunity and region
probably offers other product(s) and prograns that you can add to
your own and, in so doing, better satisfy the needs and wants of
your custoners. In fact the NWI Departnent of Econom ¢ Devel opnent
and Tourism has identified “community based tourisni as one of the
maj or thenes for your industry in the future. The Departnent has
defined this concept in the follow ng way:

“Many tourists are prepared to travel and stay in NAT
communities if they are assured of being welconmed, and

if they are provided with quality opportunities to explore,
enjoy and learn about our comunities’ cultural heritage

and the natural |andscape that surrounds them  Community
based tourism can provide the visitor with excellent value
and a unique and precious vacation experience: t hat of being
part of a community different from his or her own.

Community based tourismis a term which describes a tourism
i ndustry focused on the conmmunity, with tourism opportunities
and infrastructure centred in and around the comunity.

Community based tourism prograns will involve all activities
in and around communities including hunting and fishing; but
enphasis will be placed on activities in which visitors wll

be provided with an opportunity to | earn, observe and
experience a unique land and its culture. The visitors would

purchase tours from conmunity businesses, to |learn about the
comunity , the surrounding land, and its history.

Byencouraging tourists to use our comunities as “base canps”
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for their visit, and by devel oping points of interest close

to the comunities, local operators can increase the use of
existing services, lessen the need for constructing new
tourist facilities, increase local benefits and facilitate
| ocal control. Addi tionally, through community based

tourism comunities can direct the planning, growh and
nature of tourist operations within their jurisdictions.”*

If you refer back to Mddule 1, one of the inportant points that was
made there was that the real tourismdemand generators are usually
free of charge and individual tourism businesses do not necessarily

own them You will recall that this point was put across through
the follow ng diagram

ATTRACTI ONS
. Natural resources.
 dimte THE REAL “ PRODUCT”
Cul ture DEMANDED
Hi story
Et hni c
Event s
Ent ert ai nnent/recreation
z s -
FACILITIES TRANSPORTA- "
TION AND HOSPITALITY THE "“SUPPORTIVE
INFRASTRUCTURE RESOQURCES ELEMENTS OF THE
TOURISM .PRODUCT

*Sour ce: Departnent of Econom ¢ Devel opnent and Tourism “Comunity
Based Tourism A Strategy for the Northwest Territories
Tourism Industry”, (Yellowknife, NW, June, 1983)
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The above diagram clearly denonstrates the reason why the Departnent
has adopted this thenme and the inportance of your comunity and
region to all of you. In evaluating your community and region

you should consider all five of the tourism product elenents,

(i.e., attractions, facilities, transportation, infrastructure

and hospitality resources). You should try to spot new opportunities
for vacation packages, pronotions and cooperative advertising in
doing this analysis. You should also nmake sure you identify the
conpetitive advantages or “unique selling points” of your

community and region;, they may provide a new and better focus

for your own marketing activities.

Cor por ate/ Organi zati onal bjectives and External Trends/ Forces

Exhibit 7 shows that your corporate or organi zational objectives

and external trends and forces nust also be considered in preparing
your situation analysis. If you own a business, these objectives

are sinple to define; you want to make a financial profit. However ,

if you manage a travel zone or work for the Departnent of Economc
Devel opnment and Tourism your objectives will not be so sinple

In this case, you will have to take into account and ensure
conpatibility between your objectives and those of other organizations.

Mdule 2 talked in part about the external trends and forces which
i nfl uence tourism You should also take these into account in your
situation anal ysis.

It is essential that the work carried out in the situation analysis
be both thorough and objective, since the success of the marketing

pl anning effort rests on this foundation. It is also essential that
you have the comm tnent and involvenent of senior managenent in the
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pl anni ng process. It is not good enough to relegate these activities
to a “junior group” of researchers outside the mainstream of the
organi zation's activities. The result of such an effort,

excellent as it mght be, usually falls on deaf ears of senior
managenment who will have preconceptions covering nost points

reviewed in the situation analysis.

You should al so evaluate each of your facilities and services in
terns of the contribution to the overall marketing of your operation
and in terns of their profitability. |If you operate a business,

you should make up a mni—-profit and |oss statnent for each of

the services, allocating revenues, direct costs and indirect costs
to each. Services that are not in thenselves profitable or which
don’t nmake an inportant contribution to overall marketing success
shoul d be dropped.

Articles describing two exanples of situation analysis are
available from the instructor, one for a highway notor hotel and
one from an urban hotel. The first exanple was taken from the
June and July, 1976 issues of Lodgi ng magazi ne published by the
Anerican Hotel and Mtel Association. The second is a situation
anal ysis questionnaire (called a “marketing audit”) used by the
Westin Hotel group in the early 1970 s.
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MCDULE 4

DEVELOPI NG MARKETI NG STRATEG ES AND PLANS

The next step in the nmarketing planning process is to develop a
marketing strategy and a marketing plan. Basically, what these
two techniques do is answer the inportant question of “where
woul d you like to be?”

However, before we talk about strategies and plans, it is
important to discuss how you can identify future nmarketing
opportunities and how you should select target markets. Thi s
is really part of the “situation analysis” process in that we
are now trying to match products with avail able markets and
identify opportunities. It addresses a transitional question
whi ch mght be described as “where could we be?”

1. MARKETI NG RESEARCH TECHNI QUES I N TOURI SM

The situation analysis discussed in Mdule 3 dealt with only
exi sting and past custoners, and did not explore future potenti al
new custonmers for your business or region. Bef ore you devel op any

marketing strategies and plans, you nust consider past, present
and potential custoners and narket segments.

The Federal, Provincial and Territorial Governnments in Canada are
very active in tourism marketing research. They are undoubtedly
the best sources of marketing research information at the present
tinme. Wth the exception of very large tourism business, narketing
research techni ques have not been extensively used in Canada by

i ndi vi dual busi nesses or associations.
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Exhibit 8 provides a partial listing of the nmarketing research
t echni ques avail abl e. It also shows the general type of research
and the sources of data for each technique. It is beyond the

scope of this semnar to describe all these techniques in detail
many of these, indeed, should only be attenpted by experienced
mar ket researchers and statisticians.

Touri sm Canada naintains The Tourism Research and Data Centre
(TRDC) (formerly The Tourism Reference and Data Centre) in its
Otawa offices. The TRDC contains the nobst conprehensive
collection of tourismrelated information anywhere in Canada,

and now has over 6,000 books and other docunents on the subject.
Exhibit 9 describes the types of services provided by the TRDC.
One of the key services is that of data searches which the TRDC
staff will carry out on your behalf. Let’s say you had deci ded
that cross-country skiers were a potential customer group that
you would like to consider. Sinply by giving the TRDC the
“description” of cross-country skiing, they could then give you
a conplete conputer printout of all their books and other docunents
on this market segnent/activity.

There are a nunber of steps which you should follow in all your
research into potential customer groups and these are as foll ows:

1. Define the marketing opportunity or custoner
group.

2. Devel op specific research objectives, i.e.,
guestions that you want answered.

3. Identify marketing research techniques and
sources of information
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EXHIB) T 8

PART{AL 11sT oF MARKETINGRESEARCH TECHNIQUES

AVAILABLE IN TOURISM

AR EAS OF RESEARCH

present Customers

Customer mlXx

Customer profiltes

Market Penetration

Decision/purchase
process

TECHNIQUES AVAILABLE

Potential Customers

sales analysis

sales analysis
questionnaires

competitor analysis
awareness surveys
image surveys

SOURCES OF DATA

Market Definition

demographic analysis

sales records
registration

registration
questionnaires

observation
brochure

sales call feed-
back
questionnaires
interviews

questionnaires
interviews with
customers, travel
trade members

published census
data and statisti-
cal studies
border surveys
mailed question-
naires
questionnaires to
customers

trade publication

5. Consuner movita- behavioristic questionnaires
tions techniques projective tech-
niques )
indepth interviews
focus group inter-
views ]
lifestyle studies
market testing
7. Advertising test advertising
effect iveness media surveys
coupons
codes
c. Forecasting
8. Sales forecasting statistical techniques sal es daa
regression analysis
experimental smoothing
9. Behaviour fore- econometric models from other researc
casting input/output models
{ D. External Factors
o 10. Economic trends mass medla_ ) |
11. Social trends tradg publication!
B 12. Political/legal studies and
: trends articles
13. Special events and expert opinions
situations
(i.e., encrgy) ~
1 .
7 E Travel Trade trade publica-
': tion
¥ exper t opinaions
interviews with
travel trade
b
3 F. Technological Chan ‘ ‘
= and New Products trade publication
G. Product analvsis complaints feedba
from salesperson
i questionnaires
4 internal analys is
.
; SOURCE: Economic Planning Group of Canada

Part of
Situation

Analysis

Part of
Situation

Analvsis
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4, Develop a research plan and the
guestionnaires/fornms for the
collection of information.

5. Prepare a sanple design (if appropriate).

6. Execute the plan and conduct field work
(if appropriate).

7. Analyze the data.
8. Prepare a report’ of findings and recommendati ons.

It was pointed out in Mdule 3 that, in fact, your present and
past custonmers are usually your best potential source of future
customers. Thus, at the absolute mninum any business or
organi zation involved in tourism should collect and review the
follow ng information:

1. Sales statistics by season, geographic area
and type of custoner

2. Profit and loss statenments for each product
and program i.e. , “profit centre”

3. Short questionnaires for visitors to gather
informati on on denographics, satisfaction
with services, travel habits

4, Post-visit, nmailed questionnaires to a sanple
of quests
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5. Conplaints records

6. Sales call reports of sal esnen

7. Enquiries records (mail, telephone and
i n-person )

8. Coupon returns and enquiries from
adverti sing

9. Turnaway statistics (acconmodation
facilities, canpgrounds, tours, etc. )

2. SELECTI NG TARGET MARKETS

W have now exam ned the existing situation and researched
potential future customer groups, and are, therefore, in a
position to select the target markets to be addressed in your
mar keting strategies, objectives and plan.

Your target markets are the market segnents which you determne
as being the nost “viable” for your business or organization. In
Module 2, a list of six criteria was given to be used in judging
the viability of the various narkets potentially available to you,
nanely that they nust be neasurable, accessible, substantial

defensi ble, durable and conpetitively advantageous to you. Wy

set up a specialized vacation package that is very expensive
for you to develop and pronmote, if the nunber of users that you
foresee is not substantial enough to pay for your investnent

in the package? Wy go after any new target market if you
cannot reasonably estimate its size and/or be able to pronote
directly to the potential custonmers within the group? Try not
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o fall victimto the "80:20 rule”, where you fall into the
trap of putting 80% of your tine and financial resources into
attracting 20% of your custoners; but try to match your
resources as closely as possible to relative shares of your
target custoner m x

3. MARKETI NG STRATEGQ ES

The next step is to define a marketing strategy for each

selected target market. The three nost commonly used marketing
strategies are “differentiation”, “segnentation” and
“different-iation/segnentation” . These are described bel ow

1. Differentiation: This strategy enphasizes the differences
bet ween your business and other tourism businesses. Enphasis

is placed on pointing out how your operation or region is
different from your conpetitors’ . The location, services
offered or facilities may have special qualities. Your

“uni que selling points” (USP's) are enphasized in narketing.
A USP is sonething which can be used in marketing that wl
set your business apart fromthe rest. Your USP's should
be highlighted in all your adverti sing.

2.  Segnentation: The second strategy is based on the idea that

the total market consists of a nunber of snaller segnents

whi ch have distinct characteristics, i.e. , the concept of

mar ket segnentation. This we considered in sone detail in the
| ast nodul e. Qut of all the people who may be possible
visitors, you may want to nmarket only to certain types.
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Some tourists may be interested in recreational activities.
I'n marketing your enterprise, you could enphasize your
recreational facilities in hope of attracting these people.
O hers may be interested in low rates, and still others

i n package deal s. I nstead of directing your marketing
canpai gn to everyone in general, you would choose particul ar
segnents that would be interested in what your business can
of fer.

3. Differentiation/ Segnmentation : A conbi nation of the
differentiation and segnentation approaches. After you have
det erm ned whi ch market segnents are best for your operation,
you likely will have to also enphasize your USP's to be
successful .  Your tourism business will need to appeal to
t hese segnents by explaining why you are special, and why
they should visit your establishnment.

You can see the true value of doing the situation analysis and
subsequent eval uation of potential new target markets, as these
prelimnary steps give you a good indication of which product(s)
and prograns will be unique and different in the marketplace,
and which are likely to have the greatest inpact.

4. MARKETING GOALS AND OBJECTIVES

The next step in the marketing planning process is to estab-
lish marketing goals and objectives. The difference between

a marketing goal and an objective is really a question of tineg;
you should attain an objective in the short-term the various
short-term objectives lead to a |ong-term goal. An objective
can usually be stated nore concretely than can a goal, since it
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shoul d describe a nmeasure of progress towards the goal.

To review the process you have just been through, and the steps
required to conplete the marketing planning process, review
Exhi bit 10.

The goal s and objectives should have the follow ng characteristics:

(a) They should be as specific as possible.

(b) They should be stated in terns of your
desired end results.

(c) They should be expressed in quantitative
terns where possible to assist you in evaluating
your actual results.

You should not base the goals and objectives on the basis of
your last year’s results, but rather you should fornulate them
upon your situational analysis and your evaluation of marketing
opportunities.

Let’s say you operate a hotel in an urban comunity and Target
Market #1 is the business conference/ neeting market. You deci de
to use a differentiation strategy based upon your USP that your
operation has the only custom designed, conference/ neeting room
in town. You haven't really pushed this fact before but your
previous analysis indicates that you m ght increase your

exi sting business by 25% if vyoudid feature this conpetitive
advantage in your pronotions. You decide to use the 25%
increase in Target Market #1 custonmers as your objective for

t hat mar ket
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THE MARKETI NG PLANNI NG PROCESS

| SI TUATI ON ANALYSI S |

¥
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\

: TARGET MARKET SELECTI ON

¥

MARKETI NG GOALS
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jOBJECTIVES Fg] [OEJECTIVES FOR OBJECTI VES FOR
TARGET MARKET TARGET MARKET TARGET MARKET
’ #1 l 2 #3
t \ \
. I |
STRATEGY FOR | STRATEGY FOR | | STRATEGY FOR
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BUDGETI NG | " IMPLEMENTATION ‘
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J

| EVALUATI ON |
1
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5. DEVELOP STRATEG ES AND DETERM NE RESOURCE ALLQOCATI ON

The next step in the process is the preparation of basic
strategies to acconplish the objectives and goal s. Here again

seni or managenent nust carry the
the allocation of noney and tine

bal I . We are concerned with
i n devel opi ng the market

opportunities selected, as well as the allocation of responsibility
to different individuals and departnments. It also involves the

devel opnent of the detailed progr
pl an.

Each departnent and individual w
tati on should become involved in
deci si ons:

ans required to inplenment the

th responsibility for implemen-
the follow ng planning and

(a) selection of target groups within the

mar ket sectors.

(b) devel opnment of specific marketing and

pronoti on programnms
goal s.

(c) setting out a tine

(¢) preparation of ind
and quot as.

6. BUDGETI NG AND CONTROL

Once managenent endorses the plan,
or individual is responsible for
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within the resources all ocated. The budget provides a
quantitative yardstick against which actual performance wl

be neasured, as well as an instrunent to control the actions

of individuals. In the absence of a proper marketing plan
conpanies tend to budget based on what their conpetition is
doing, on a given percentage of sales (which is backwards),

on what they spent |ast year or on industry standards. None of
t hese nethods are appropriate.

Various initiatives designed to nonitor and control the process
will also be required. These are discussed in Mdul e 6.

7. EVALUATI ON

The marketing planning process provides specific and quantitative
yardsticks to neasure success and to evaluate the work of the
i ndi vidual s invol ved.

A program of incentives can be built into the plan to reinforce
its internal inpact and to solicit greater cooperation from
the individuals involved. This subject is also considered
further in Mdule 6.

8.  MARKETI NG PLANS

Once you have defined nmarketing goals and objectives, a strategy
for each target market, a budget and a control and eval uation
program you shoul d docunent your marketing plan. A marketing
plan is essentially a witten docunent, with a specified tine
frame, which details all the activities and prograns you decide

to undertake to achi eve your goals and objectives. It answers
the question, shown in Exhibit 7, of “how are you going to
get there?” In Modules 7 to 10, the various elenments of the

“marketing mx” wll be discussed. The “marketing mx” is
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really the heart of your marketing plan, as it represents the
product, progranmng, distribution, pricing, pronotiona

and packaging activities that you intend to use in inplenmenting
your strategy for each target narket.

Several principles should be followed in conpleting the plan.
First , if the planning process is to be effective and if per-
formance is to be evaluated against a plan, mnagenent at all

| evel s of the conpany nust see its objectives and goals as being
valid and realistic. Al'l managers should therefore be involved
in devel opnment of the plan and should be given the appropriate
authority in its admnistration. Communi cati on anong these
managers will simlarly be inportant in coordinating activities.
These are difficult things to acconplish, since any new goal s
or objectives defined by top managenent may be resisted by
other |evels of managenent, particularly if an individual or
departnent is threatened in any way. A properly executed

pl anni ng process can aid in overcom ng sone of these stunbling
bl ocks, but for it to be successful it nust be acconpanied

by a vigorous control and enforcenment procedure as well.

It is inmportant to have a single person responsible for the
overal | devel opnent and inplenentation of the marketing plan;
in order to ensure the coordination of efforts anong different
activities.

It is equally inportant that all staff be aware of and

understand the marketing plan, even if they are only indirectly
i nvol ved.
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It is inportant that the plan be conmtted to witing to ensure
that everyone has common terms of’ reference as well as a ful

under st andi ng of the background analysis and rationale invol ved.

Basically the benefits of marketing planning can be sunmarized
as follows:

(a) it ensures that prograns and activities
are conpatible with the objectives defined
by seni or managenent.

(b) expected individual programresults can be
related to their contribution to overall
obj ectives and goal s.

(c) it mnimzes the risk of counter productive
or mninmal val ue prograns,

and nost inportant of all

(d) it ensures that the conpany’'s efforts are
directed to respond to defined market
opportunities.

For those of you who have studied “Mnagenent by Cbjectives”
(MBO) or Zero Based Budgeting, you wll recognize that the
full benefits of these managenent nethods are acconplished in

a properly executed marketing planning process.

9. PRODUCT AND PROGRAM DEVELOPMENT

In this concluding part of Mddule 4, we are going to briefly
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review three key marketing plan elenents, nanely product/program
devel opment , pricing and cooperative narketing.

Product and program devel opnent concerns decisions relating

to the addition of new products or prograns or changes to
existing ones. You wll realize from what we have said before-
hand that you should only make additions or changes if they

will serve viable target markets available to you and do so at
a profit. Some of these decisions nmay be so mgjor, e.g. , an
expansi on to your buildings, that you will need to carry out a
detail ed economic feasibility study on them However, Smaller
|arge, the follow ng steps should be taken and key questions
answer ed:

St eps

1. Estimate present and future demand (total and Your
expected share).

2. Determne start-up and ongoi ng costs.
3. Determine the likely “life” of the product or program

4. Consider the effects on your conpetition (will they
retaliate and how?).

5. Consider the inpact on your existing products and
programns.

6. Estimate the expected revenues, direct costs, increnenta

indirect costs and profitability of the proposed new
product or program
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Key Questions

1. |Is the new product or program desired by one or nore of
your organi zation’s viable market segnents?

2. WIIl the product or program satisfy custoners from other
mar ket segnents as wel | ?

3. Does the new product/program fit in with your existing
facilities and services and the inage of your product?

4. Does your organization have the necessary skills to
devel op and nmanage this service?

5. WIIl the service contribute to the growh of your organization?

10. PRI Cl NG

Price is a very inportant selling and notivating feature in the
marketing mx in tourism Demand for nost tourism products is
highly price—elastic and nunmerous substitution possibilities are
avai l abl e. Price variations have a strong appeal to custoners
and they will substitute to save noney.

The inportance of price as a marketing instrunment is further
reinforced by the fact that price changes can be nade nore
qui ckly than changes in other elenents of the marketing m X,
and the travel trade will usually respond and push advertised
price savings.

As you will no doubt realize, price is not. only a marketing

mx elenment; it is also a primary determ nant of revenues
and profitability. You nust, if you own or operate a tourism
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busi ness, be able to choose the correct pricing nethods and to
optimze profitability through the correct bal ance of vol unes,
costs and prices.

There are two general groups of pricing nethods available to you -
the “unsophisticated” and the “sophisticated’”, and a variety

of specific nmethods within each category. Some of the typica
questions you mght be faced with when deciding upon your prices
are as follows:

If your biggest conpetitor drastically
cuts his rates to get nore business, can
you afford to follow his lead? Can you
afford not to?

Can you afford to accept a |large reservation
from say, a bus-tour operator, even though
the operator insists on a |large discount?

Can you afford to turn the business away?

How nuch extra would you have to charge to
recoup the costs of a proposed renovation?

Shoul d you add a sw mm ng pool ?

Shoul d you raise your prices to cover
i ncreased operating costs?

Are your prices fair and appropriate at the
present tinme?

A good pricing nethod will permt you to answer these questions
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properly. However , before we | ook at these nethods, we wll
briefly review the “unsophisticated” nethods which don’t
answer these questions but are in nore conmon use.

Unsophi sticated Pricing Methods

Despite the fact that they are comonly used in Canada, you
shoul d avoid using nost of the “unsophisticated” pricing methods,
or at least do not use them as your only pricing nethod.

Intuitive nethod. We mght call this the “gut feel”
appr oach. It requires no research into costs,

conpetitive prices or market expectations — just
some common sense.

Di sadvant ages Your intuition may be excellent,

but how do you know if you are making a satisfactory
profit? If you set your prices too low, you wll
probably earn |l ess than you shoul d. | f you set them
too high, you may | ose business, so again you wll

be earning | ess than you shoul d.

Advant ages: This nmethod has no redeem ng features.
It should be avoi ded altogether.

Conpetitive nethod. W could call this the “ne-too”
met hod. In this case, research is conducted into
conpetitive pricing, but not into operational cost

or market expectations.
Disadvantages: This nethod does not take into

account differences in quality or cost/financing

variat ions from one hotel /motel to another. A
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conpetitive rate may be too low for you to achieve
a reasonable profit; or it may be Loo high based
on your hotel/notel’s cost structure.

Advant ages: Clearly, you have to pay attention to
your conpetitors’ prices. However, if used on its
omm, this nethod is alnost as dangerous as intuitive
pricing. It should also be avoided

Fol | ow-t he-1 eader net hod. This is a variation of the

conpetitive pricing nethod. The difference is that
your prices follow those of your |argest or nost
successful conpetition; rather than those of severa
of your conpetitors.

D sadvant ages: This nmethod suffers fromthe dis-
advant ages of the conpetitive pricing nethod.

Advant ages: Once again, this nmethod cannot be
recomended on its own.

Traditional or rule-of-thunb nethod. A traditional
pricing nethod is sinply one that has been wi dely

76

used by the lodging industry in the past. For exanpl e,

one rule-of-thunb used to be that for every $1,000
of investment, you should charge a roomrate of $1.00.

Di sadvant ages: The 1-to0-1,000 ratio is out of date,
since construction costs have risen more sharply
t han room rates. Anyway, the pist IS not the best

basis upon which to predict the future. Also, this
method does not consider operat ing, linancial and
other costs; nor does i Lconsider compet i Live pri ce

THE ECONOMIC PLANNING GROUP of Conado
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levels or market expectations.

Advant ages: There are no outstandi ng advantages Lo
traditional pricing nmethods — only weaknesses.

Trial -and-error nethod. Here, you vary your prices

over a period of time to see what volune the different
prices generate. The price/vol unme conbination that
produces the highest revenue is eventually identified,
and your prices are set accordingly.

Di sadvant ages: I f you change your prices too frequently,
you can upset your custoners, particular if they are
regul ar custoners. An even greater drawback is that
there are many other factors affecting demand ot her

than price (e.g., seasonality, growh in competition,
general econom c conditions and changi ng vacation
patterns). These factors nuddy the supposedly direct

rel ati onship between prices and vol unes.

Advant ages: Only if you have a thorough know edge

of costs and other variables can this nethod be
considered effective — and only then for setting
restaurant prices. Its use in establishing roomrates
is much riskier

Excl usi ve net hod. You may feel that your operation is
vastly superior to your conpetitors’ or that vou have
a clear-cut advantage due to location, accessibility
or some other important factor. You may then decide

to set prices - normal 1y on the high side — thatare

significantly different from yourcompetitors'.

THE ECONOMIC PLANNING GROUP of Conodo
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Di sadvant ages: The market has shown that many

pl aces are not as exclusive as their prices suggest.
Charging a high price does not by itself’ guarantee
exclusivity.

Advant ages: This method may work only if your

conpetitive advantage is so strong that it makes your
custoners pay the exclusive price. But in an increasingly
conpetitive world, the probability of success is |ow

o Price cutting. Price cutting here neans |owering your
prices bel ow conpetitive levels to gain a bigger narket
share. (This is not the same as the discounting nethod,

which will be described in a nonent. )

Di sadvant ages: You may get all the business in the
world, but you nmay also lose nmoney if you can't at
| east cover your variable costs.

Advant ages: Price cutting is extrenely dangerous

if it is done without a thorough know edge of vyour
costs of operation. It has no inherent advantages
if you do not have this depth of know edge.

Sophi sticated Pricing Methods

The “sophisticated” pricing nmethods are the ones we reconmend

you use. You will, however, have to do nore work and use |ess

of your *“gut feel” than you would if you chose one of the pre-
viously described “unsophisticated” techniques. The “sophisticated”
pricing methods are all cost-based_and they require that you use
reasonably accurate operating cost data when using them. Two of

these are the “target” and “discounting” pricing methods. We are

THE ECONOMIC PLANNING GROUP of Conoda



going to use two exanples drawn from Tourism Canada’ s “Tourism

i's Your Business: A Financial Managenent Program for Canada’s

Lodgi ng I ndustry”* to denonstrate the use of these two nethods.

Even if you do not operate a lodging facility, you will see how
t hese sane nethods can be applied to your business.

Target Pricing Wth the Hubbart Fornul a

Target pricing is based on your costs and on the profit l|evels
you want to attain. This nmeans you nust have accurate cost
figures and you nust know what rate of return you need. The
Hubbart fornula is one target pricing nethod used by nmany hotel/
not el s. It is a cost—based nmethod through which a targeted
average rate per occupied room night is calcul ated. It is

best denonstrated by neans of an exanple.

Suppose the owners of the 35-room full-service
Concorde Hotel have established the follow ng from
a review of their |atest balance sheet and incone
statement . At the end of year 1;

The value of their total assets is

$750, 000.

Their long-term liabilities, consisting

of a first nortgage on the property, are
$400,000. In year 2, they expect to pay
interest on the outstanding principal at a

rate of 18%

Their current liabilities are $20, 000.

The value of their equity is $330,000 ($750, 000-
$400, 000- $20, 000) .
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* Prepared by The Econom c Planning Goup for Tourism Canada in
1983.
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Based upon these figures and on their nanagenent information
reports, the owners have drawn up an operating budget for
Year 2, which calls for:

An occupancy percentage of 75% on their 35
r oons. This would translate to 9,581 occupied
room nights (75% x 35 roons x 365 nights).
An incone tax rate of 28% on income before
i ncome taxes.
Food departnment revenues of $175, 000.
A cost of food sales equal to 38% of food
revenues.
Beverage departnent revenues of $115, 000.
A cost of beverage sales equal to 34% of
bever age revenues.
A food and beverage labour cost equal to 40%
of conbi ned food and beverage revenues.
O her direct food and beverage depart ment
expenses equal to 10% of conbined food and
bever age revenues.
Tel ephone departnent revenues of $11, 500.
Tel ephone departnent expenses equal to 140%
of revenues (nmeaning a | oss of 40% on

L t el ephone revenues).

| A roons departnment efficiency of 68% at the
75% occupancy | evel .

In addition, the owners have cal cul ated their depreciation
financi ng and ot her expenses, and their undistributed operating
expenses. These figures (we’'ll get to the actual nunbers in
a nonent) are based on their year 1 financial statenents
i and on their known fixed costs, contained in the operating
budget for year 2. Finally, the owners have set a target
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after-tax return on equity of 20%

So the question is: What average rate per occupied room
ni ght nmust the owners charge in year 2 so that they reach
that target after-tax return of 20% on equity? That's
where the Hubbart formula comes in. It gives you the
answer .

The Hubbart formula is shown in Exhibit 11, and its
application to the Concorde Hotel is shown in Exhibit 12.
The cal culations used in Exhibit 12 require sonme careful
study, but all the nunbers used there are drawn from

the information on the Concorde Hotel, |isted above.

Exhi bit 12 shows that the average rate per occupied room
night that the owners of the Concorde Hotel nust charge
is $45.10. It does this by calculating the room revenues
needed to give the desired after-tax return on owners’
equity (i.e., $432,157), and then dividing the required
room revenues by the projected nunber of occupied room
nights (i.e., 9,6581).

D scounti ng Method

The ot her sophisticated pricing nmethod is the discounting

met hod. It is not the sane as the unsophisticated price cutting
nmet hod nentioned earlier. Instead, it is a precision nmethod designed
either to attract particular types of business (e.g. , bus tour

groups) or to attract any types of business at specific tines of
the day, week, nonth or year.
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EXHBIT 11

The Hubbart formula

Desired aftertax return on equity ($
PLUS

Income taxes

Depreciation

Insurance

Municipal taxes

Interest

Administrative and general expenses
Marketing

Energv costs

Property operation and maintenance

MINUS

Food and beverage department revenues
Telephone department revenues
Other department revenues

PLUS

Food and beverage department expenses
Telephone department expenses
Other department expenses

PLUS
Rooms department expenses
ALL DI VI DED BY
Projected number of occupied room nights
EQUALS

Average rate per occupied room night ($)

SOURCE: “Tourismis Your Business: A Fi nanci al
Program for Canada’ s Lodging |ndustry”

Canada.

Managenent
Tourism
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Apply ingthe Hubbart formula to the Concorde Hotel

Desired after-tax return on owners

equity 20% x $330, 000 $ 66, 000
PLUS
Income taxes $66,000 x 28
100-28 $ 25,667
Depreciation 28,000
Insurance! 2,000
Municipal taxes! 12,000
Interest 18% X $400, 000 72,000
Admi nistration and general expenses? 40,000
Mar ket i ng® 20,000
Energy costs’ _ 28,000
Property operation and maintenance 35,000
$262,667 $262,667
MINUS
Food and beverage department
revenues $175,000 + $115,000 $290, 000
Telephone department revenues 11,500
$301, 500 (301,500)
PLUS
Food and beverage department
expenses 38%x $175,000 $ 66,500
+ 34% X $115,000 39,100
+ 40%x .$290,000 116,000
+10% x $290,000 29,000
140% x $ 11,500 16,100
$266,700 266,700
293,867
PLUS
Rooms department expenses $293,867 138,290
T x(loo - 68) —_—
Required room revenues $432,157
ALL DIVIDED BY
Projected number of occupied
room nights 9,581
EQUALS
Average rate per occupied room night $ 45.10
! These are fixed costs that are predicted for year 2. We've assumed the numbers shown.
“These are budgeted figures for year 2. We've assumed the numbers shown.
SOURCE : “Tourismis Your Business: A Financi al Managenent

Program for Canada’s Lodgi ng I ndustry”

Tourism Canada.
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D scounting, like targeting, is a cost-based nmethod of pricing.
But it relies nore heavily than does targeting on break-even
analysis. That’'s because the basic principle behind discounting
is that certain fixed costs are incurred regardl ess of whether
you have any sales. Therefore, if you can attract guests

during traditionally slow periods, then you should probably do
so; at least sonme contribution towards neeting your fixed

costs will then be nade. The trick isto reduce rates close to
the break-even point, but to nake sure that at all tinmes your
costs are covered.

The use of discounting can be denonstrated by the foll ow ng
exanpl e of the In-Can |Inn. We'll assune that the Inn has 15
roons and that it has an occupancy percentage of 707%. However,
in both Novenber and Decenber, onlythree roons are occupied
each night. W’Ill also assune that you are the owner and that
one day a tour operator approaches you and suggests that you
accept tour guests over a 60-day period in Novenber and Decenber.
The tour guests will occupy 12 of your roons each night. In
exchange, the tour operator naturally wants a discount on the
regul arly advertised roomrate, which we'll say is $21 per night.
Shoul d you accept the business? And if so, what kind of discount
shoul d you offer?

Certainly, the deal |ooks attractive, since on average you have
been renting only three of your 15 roons during Novenber and
Decenber and it would be good to have the other 12 fill ed. You
could go ahead on that basis alone and nake a guess at the kind
of discount you should offer. However, there’'s a nuch better
way of deciding. It requires analysis of your operation, so

to that end we’ve drawn up an operating budget for the In-Can
Inn. It covers the next 12 nonths, beginning wth Novenber,

and it is shown in Exhibit 13.
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Operating budget for the In-Can Inn for 12months starting in November

EXH BIT 13
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SOURCE:

“Tourism

Departmental revenues

Rooms $80,483
Food 73,113
Beverage 19,088
Telephone 4,010
Total 176,694
Departmental  expenses
Rooms 19,436
Food 62,726
Beverage 10,887
Telephone 4,770
Total 97,819
Departmental income 78,875
Undistributed operating overhead
Administrative and genera 12,545
Marketing 5,478
Energy cost 4,947
Property operation and maintenance 3,900
Total 26,870
Income before fixed charges 52,005
Fixed charges
I nsurance 4,000
Municipal taxes 8,000
Interest expenses 26,053
Depreciation 13,500
Total 51,553
Income before income taxes $ 452
is Your Business: A Financial Management Program

for Canada's Lodging Industry” |,

Tourism Canada.

P, |
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Exhi bit 14 shows you how you can use the discounting nethod to

determ ne your prices - i.e., it shows you how to cal cul ate

the size of the discount you can afford to offer. To sinplify
matters, we have assunmed that there are no guest expenditures

out side the roons departnent. This does not change the principles

i nvol ved. The In-Can Inn exanple can be applied to any hotel/
not el

Nowt hat you know how to use two of the “sophisticated” pricing
nmet hods, here are a list of seven “golden rules” that you

shoul d fol |l ow when establishing any price:

1. Know the costs involved in supplying
each of your products and services.

2. Know the inpact of price and cost changes
on your sales and profits.

3. Follow conpetitors only if there is nore
profitability in it for you

4.  Never price below your variable costs.
5. Don’t price gouge.

6. Be sure of the cost inpact of new facilities,
prograns and services that you add.

7. Talk to your custonmers — base your decisions
on their reactions, not on your own value system
and perceptions.

THE ECONOMIC PLANNING GROUP of Conodo



EXH BIT 14

DI SCOUNTI NG PRI CI NG AT THE I N-CAN | NN

(1 ooking at the roons departnent only)

Discounting pricing at theln-Canlnn (looking at the rooms department only)

Step 1. Calculate total fixed costs for the next 12 months, which apply to
the rooms department.

From the operating budget for the In-Can Inn, you can see that fixed
charges amount to $51,553. A portion of these fixed charges should

be assigned to the rooms department, using the formula:

Rooms department Rooms department Rooms department
fixed charges “Total fixed revenues experises
x ( . )
charges Total departmental income

—  $51553 (S80,483 - $19,436)

N X $78,875

= $51,553 x 0.774

= $39,902

To the fixed charges attributable to the rooms department must be added
those undistributed operating expenses, which are also attributable to the
rooms department. That's because some of the undistributed operating
expenses are fixed, as long as the In-Can Inn remains open (you have to
spend a certain amount on administration, energy costs, maintenance, etc.,
regardless of the number of room nights you sell, and this amount is fixed. )
We have to make some estimates here: We'll assume that $14,000 of the
undistributed operating expenses are fixed, and that 50% of these expenses
can be assigned to the rooms department.

That means the fixed portion of the undistributed operating expenses,
atributable to t he roons department, is:

514,000 x 0.50
= §7,000

Adding this amount tothe fixed charges allocated tothe rooms
department, calculated abowve, gives you the total fixed costs for the next
12 months. which apply to the rooms department. This figure is:

$39.902 + $7,000
= $46.902
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Step 2. Calculate amountof total fixed costs attributable to the rooms
department, which would be incurred during the 60-day tour period,
Thisis calculated as follows:

Rooms department, Total rooms department 60 days
fixed costs for = fixed costs for 12 months 365 days
60-day period
60
= $46,902 x —
365
= $7,710

Step 3. Calculate total variable costs for the next 12 months, which
apply to -the rooms department.

From the operating budget, you can see that rooms department expenses
for the next 12 months are expected to be $19,436.

Tv this amount, you must add the variable portion of the undistributed
operating expenses, which can also be assigned to the rooms department.
Since we assumed earlier that the fixed portion of the undistributed
operating expenses was $14,000, and since the total undistributed
operating expenses, (as seen in the operating budget) was $26,870,
then the portion that can be considered variable must be
$26,870- S14,000 = $12,870.

We will once again assume that 509. of this amount can be attributed
to the rooms department. That means that the variable portion of the
undistributed operating expenses, attributable to the rooms department, is;

$12,870 X 0.50
= .56435

Adding this amount to the rooms department expenses gives you the total

variable costs for the next 12 months, which apply to the rooms department.

Thisfigureis:
S19,436 +86,435
= $25871

Step 4. Calculate variable rooms depart men ¢ costs per occupied room night.
This is calculated as follows, remembering that the In-Can Inn has
15 rooms and an occupancy percentage of 70%:

Variable costs per _ S25,871
occupied roomnight 365 days X 15 rooms X 70%

= $6.75
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EXHIBIT 14/cent’d

Step 5. Calculate t he rooms department variable costs, which would be
incurred during the 60-day tour period.

Altogether, the tour operator plans to fill 12 of your rooms over the 60 -day
period. The number of room nights you would be selling is therefore:

12 x 60
= 720

The variable costs per occupied room night are $6.75, as calculated in
Step 4. Consequently, the total rooms department variable costs arc:

$6.50 x 720
= 54,860

Step 6. Calculate the break-even rooms department revenues during the
60-day tour period.

Thisis clearly equal to the rooms department total costs - i.e.,

the sum of t he fixed costs and the variable costs. Therefore:

Break-even rooms
department revenues
during 60-day tour

S7,710 + $4,860

S12.570

1

Step 7. Calculate the break-even average rate per occupied room for the

60-day period.
Thisis simply the break-even rooms department revenues divided by the

number of room nights. Therefore:

Average rate per

occupied room night  _  S12,570
to break-even during 720
60-day tour
= §817.46
Based upon the calculations , it seems that it wouldbe

unwise for you to offer a room rate of less than $17.46 anight,
the break-even rate. However, with an advertised rate of .S21, vou
could offer the tour operator a10% discount, so that yvou would be
charging $18.90 per room night. At $18.90, you would be earning a profit
of $1.44 beyond your break-even rate.

So should you give the 109’ o discount? Let's look at your business
volumes with and without the tour. We'll assume that you will lose
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EXH BIT 14/cent’d

all your normal room business in November and Decenber. pecause of

In-Can Inn
In-Can Inn with tour
without tour business at
business 10% discount
Fixed costs attributable to rooms department for November $7,710 $7,710
and December (60 days)
Variable costs attributable to rooms department for November $1,215 $ 4,860°
and December(60_days)
Total costs of rooms department for November and December $8,925' $12,570
(80 davs)
Rooms department revenues for November and December $3.780° $13,608°
(m riayc ) ,
($5,145)" $1,0387

Profit(loss)-during-November and December———— 0000

l. Calculated in Step 2
2. Without the tour group,
$6.75 (from Step 4

FromStep 5

SN

Addlines1 and 2.
. $21 per night x 3 rooms x 60 nights. .

Variable costs therefore equal
you normall)éfill three of your 15 rooms.
)x3x60 days.

6 $18.90 per night x 12 rooms x 60 nights.
7. Subtract line 3 from line 4.

It is therefore clear that it would be wise to offer the tour operator
the 10’ 70 discount. This would give you a $1,038 profit during November
and December, compared to a $5,145 loss that would otherwise be incurred.
But what would happen if the tour operator insisted on a 20% discount?
That would mean you would receive s16.80 per tour group occupied room

night - an amount that is below the break-even average rate of $17.46.
? The new Situation, with and without
Should you accept this arrangement.

the tour group business, is shown below:

In-Can Inn

In- Can INn with tour
without tour business at
business 20% discount
$7,710 s 7,710

Fixed costs 41218 . 4860

\ariabhle costs ,
s8,925 $12,570

l_caosts

- 3,780 $12.096

Room revenues .
($5,145) ($474)

Profit-{Loss}
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EXH BIT 14/cent’d

Even with 20% discount, it seems that you would be better off accepting
the business. However, as a general rule, you should not sell rooms at below
the break-even average rate per occupied room night. There may be
occasions, like that of the In-Can Inn, where it appears to make sense.

But if you do so, you must remember that by lowering the contribution
margin on rooms (ie., the rooms department income percentage), You
may be diluting your total rooms department income target for the
year. This dilution has to be made up by adjusting rates for the
balance of the year.

Returning to the In-Can Inn example, you'll recall that your rooms
department income target was $61,047 ($80,483 - S19,436). If you accept
the tour operator’s business at a 20% discount, you will have to increase
your average rate for the rest of the year. The following steps illustrate
how you calculate the required increase. (We again assume you have a 70%
occupancy percentage. )

Step 1. Calculate room revenues from tour.

Room revenues

from tour $16.80 x 720 occupied room nights

$12,096

Step 2. Calculate required room revenues for other 305 days.

Required room revenues

for other 305 days = $80,483-$12,096

= 568,387

Step 3. Calculate required average mte per occupied room night for

ot her 305 days.
Required average rate 568,387
f;r gtChC:rpé%% ré’gz NIght = 365 X 7090 x 15 rooms) 720 room nights
$68,387
"3832.5-720
568,387
31125
= $21.97

Therefore, you would have to achieve an average rate pcr occupied room
night of s2 1.97 for the remaining 10 months (January -October} in order
to accept the tour operator’s business at a 20% discount.

SOURCE: “Tourismin Your Business: A Financi al Mnagenent
Program for Canada’s Lodgi ng I ndustry”, Tourism Canada .
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11. COOPERATI VE NARKETI NG

Cooperative marketing is essentially a joint effort by two or
nore tourism operators, travel associations and/or governnent
agencies in a given destination to nmarket to given market
segnents. Where the tourism destination is geographically
distant fromits sources of business, as in the case in the N\
cooperative marketing efforts nake even nore sense. The
“community based tourisni theme coined by the NW Depart nment

of Econom c Devel opnent and Tourism is an excellent exanple of
encour agi ng cooperative nmarketing efforts. The logic behind
cooperative marketing is quite sinple - there will be a greater
i mpact on the market if nmarketing dollars are pooled rather
than spent in individual pieces (you get “a bigger bang for the
buck™) .

On your own perhaps you don't really have the dollars to nake

a strong pronotional inpression in the marketplace, so you put
sonme of your marketing resources together with others who are
selling to the sane nmarket and who have a conpl enentary or

simlar product. Wth cooperative pronotional activities it

may be able to make the pie bigger for everyone, including yourself,
probably with the sane total dollar value of expenditures.

There are opportunities for cooperative efforts in each of your
marketing mx elenments, e.g. , 1in packaging, progranmmng, pronotion/
advertising and in travel trade marketing. Being aware of the “big
picture” in your conmunity and region is the key to spotting

t hese val uabl e opportunities. A tourist operator should consider
cooperative initiatives with at |least the follow ng kinds or
organi zat i ons.
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transportation conpanies those bringing
tourists to or near your destination.

whol esal ers, tour operators and travel
agents you deal with.

| ocal operators of conplenentary attractions
and servi ces.

regional tourism associations/organizations.

federal /provincial/territorial governments.

conpetitors.

Industry trade associations (i.e., outfitters,
etc. )

THE ECONOMIC PLANNING GROUP of Conodo
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MCDULE 5

PACKAG NG

1. VWHAT IS A VACATI ON PACKAGE?

a) The Conponents of a Vacation Package

A vacation package is a conbination of tourism products and ser-
vi ces which would usually be purchased independently by the
traveller, such as transportation, acconmpbdations, services and

entertainnment , but which are offered as a single, integrated
product at one price, and in one transacti on. For a vacation
product to be considered a package it normally will include at

| east two of the major conponents of:
transportation (either fromthe origin
point or at the destination)
acconmodat i ons

entertai nnent/attract ions

Travel packages today can provide the custoner with the full
range of travel conponents so that little else remains to be
purchased during the vacation; or they can be as basic as an
i nclusive price accomodation and attraction package, which nmany

hotel s offer their guests. The concept of packages is that it
will be easier for a prospective custoner to buy a travel product
in this fashion, and that the overal L_experience will be
appeal i ng.

THE ECONOMIC PLANNING GROUP of canodo

95



96

b) The Advant ages/ D sadvantages of’ Vacation Packagi ng

Advant ages

1. Convenience - Travel planning is nade easy for the custoner

who can enjoy the conveni ence of purchasing a nunber of the
travel conponents that will make up a full vacation
experience through one transaction.

2. Savings — Price/cost efficiencies usually exist in that the
operators who devel op the package can purchase the conponents
at a discount because of volunme buying and they normally
pass on sonme of these savings to the customer to nmake the
“packages” nore attractive.

3. Easier Vacation Planning - By purchasing the conponents of a
vacation in advance through buying a package, the custoner

knows in advance what basic elements their holiday wll
consist of so that they can plan around the basic package

t hey have purchased and can pre-determne and control their
expendi t ures.

4. Consistent Quality - The vacationer who purchases a travel

package for his vacation buys an extra “guarantee” of quality
of product and service in that the tour packager also puts
the reputation of his conpany on the line, along with that

of those who finally deliver the package conponents.

5. Supplier Advantage - From a supplier standpoint the trave

package can be used to attract shoul der or off-season
business and fill roons that m ght otherw se be unoccupied
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by offering cost-conscious packages. It is also a good
nmeans for introducing a new product, since a new attraction
for exanple, can tag on to nore established products in the
package.

D sadvant ages

1. Inflexibility - Just as the consumer is purchasing the

conveni ence of an all-inclusive tour package, this conveni ence
must be traded-off with the inflexibility of buying pre-set
travel conmponents and, perhaps, pre-set dates. For exanpl e,

if one conmponent of the package such as the hotel roomis
unsuitable on a trip, one can always switch hotels, but if

that hotel is part of a tour package, this type of spontaneous
adjustnent nay be nore difficult, if possible at all

2. Need for “Blind Trust” - Wen a custoner |ays down his/her
noney for a vacation package they are placing their trust in the
packager that all components have been selected wi sely and

that each of the conponents will be coordinated properly.
Unfortunately, many people have been badly burned and had
their whole vacation ruined by purchasing an ill-conceived
or ill-mnaged package.

c) Recent Trends in Vacation Packagi ng

The success of travel packages has |ead to substantial increases
in recent years in the general awareness and availability of
this type of vacation alternative.

THE ECONOMIC PLANNING GROUP of Cancdo



oooo o o oo ¢*

98

Maj or increases have been seen in the usage of package tours

anong all age groups and segnments, not only the senior citizen
mar ket s. The availability of new tour products and the fast-
paced lifestyle of the younger market have lead this group to

also take advantage of the convenience of packaged travel.

A broader range of tour products has now become available to
cover all seasons and a variety of destinations. Popul ar today
are packages that include a resort destination that provides
the opportunity to enjoy a variety of activities or learn new
skills in one |ocation.

2. TYPES OF VACATI ON PACKAGES

As diversified and conplex an industry as tourismis, so is the
variety and conplexity of vacation packages offered. Today the
travel consunmer can purchase a host of package types which are
offered by a variety of sponsors.

A brief description of the type and variety of packages including
the typical sponsor and type of custoner each appeals to, is
summari zed as foll ows:

PACKAGE TYPES

CUSTOVER
DESCRI PTI ON SPONSCOR TYPE
1. Fly-Drive
. A conbi nati on of . whol esal ers/ . individua

ori gi n—desti nati on tour operators
air travel plus rental

car at destination

poi nt .
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DESCRI PTI ON

2. Escorted Tours
an itineried travel
package, often by
not or coach, which
usual Iy includes
transportation, nost
nmeal s, and nost
attraction or enter-
t ai nment adm ssi ons.

3. Affinity Goup
Package
a specially organized
or custom nmade
vacati on package for
speci al interest
group travel

4. Incentive Travel
Corporately spon-
sored group or
i ndi vi dual package
travel generally
used as bonus or
i ncentive.

5. Local Attractions

Package

. A one-destination
package whi ch can
i ncl ude one or nore
attractions and sone
services (e.g., neal)
usual Iy of short
duration (e.g. , one-
day city tours)

PACKAGE TYPES

SPONSCR

tour operators/
bus conpani es

cl ubs/ speci a
Interest organiza-
tions

cor poration or
conpany

travel supplier/
attracti ons operator

CUSTOMER
TYPE

.i ndi vi dual
group

group

group or
vidual

group or
i ndi vi dua

/

indi-
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PACKAGE TYPES

DESCRI PTI ON SPONSCOR
6. Extended Attractions . travel supplier/
Package t our operator

A | onger duration

(2-3 days) destination
package that wusually
consists of accommo-
dation , transportation
and a coupl e of
attractions. These
are often used as add-
ons to other types of
travel .

7. Prel/ Post Convention convention organi zer/
Tour tour operator
.A “tag-on” short or
medi um duration
package which generally
i ncl udes sone sel ected
attractions and services
that provide a good cross-
section of a city or
destinati on area.

8. Inbound G oup Package o tour operators/
A standardi zed whol esal ers
package of fered by
an operator that nmay be
sold as the destination
product in itself or
i ncluded in a broader
vacation trave

product .
9. Foreign | ndependent . whol esal ers/

Tour (F. I.T.) tour operators
. A special package

that can be arranged

on an individual basis

and can take advantage

of special airline fares.

CUSTOMVER
TYPE

group or
i ndi vi dua

.group or

i ndi vi dua

group

i ndi vi dual s
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PACKAGE TYPES

CUSTOMER
DESCR! PTI ON SPONSCR __TYPE

LO. Advanced Booki ng . tour operators . group/individual s
Charter (ABC)
. A pre-sold travel
package which
generally just in-
cludes the destination-
oriented travel portion.

11. g ncUusive Tour Charter/ tour operators ' ?Bgyeﬁduals

ITC

Inclusive Tours (IT)

o Packages avail abl e
to groups or individuals
whi ch nmust include certain
conponents (e.g., at
| east 2 nights accommo-
dation) to receive ‘he
low return airfare.

12. Qher Speci al . tour operators - group
Charters
O her special group
charters which may be
arranged for specia
events or circunstances -
i f booked sufficiently
i n advance al so receive
speci al conmi ssi ons.

'
[ .-

B

3. PRINGIPLES OF DEVELOPING A TQUR PACKAGE

a) Conponent Sel ection

A successful tour package Very often devel ops from one maj or

. . e.g.,
conponent in which the packager can offer an advantage (e.g
air travel ). Qher conponents/elenents are then built around

P

e
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the primary product to enhance its appeal and add to the
profitability of the sale. By doing this you not only produce

a nore sal eable product, but may also sell additional conponents
whi ch m ght not nornally be considered by the custoner.

The decision of what conmponents to include is a critical one,
since this is where the product is designed. There are a
variety of choices of what to include in the package. The
sel ection of components will largely depend on the follow ng:

1.  The nature and interests of your
potential customers;

2. The time and budget avail abl e
to your potential custoners;

3. The nature of and availability of
conpl enentary products and services
in your regional area;

4, The type and nature of conpeting vacation
products in your region or area.

G ven these considerations in laying down the basics of your

tour or travel package, the follow ng considerations provide

general guide-lines for the variety and nunber of elenents to
include in the package;
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Attractions, Events and Activities - include themif
they represent the primary notivation for buying the
package (e.g., a mmjor event occuring/or a popul ar | ocal
attraction).

Transportation - include it if it is a group package
or if one nmeans of travel can offer a price or tine
advantage. Transportation can be priced in varying
degrees and can include conplete transfer from origin,
from approxi mate nmajor centre, or just at the travel
desti nation. Local transfers are usually included.

Accomodation - Unless the package is only a |oca
attraction offer, accomobdation is a basic el enent
general Iy included.

Meals — It is generally a good practice to include
at least one neal especially if it enhances the package

(e.g., Ethnic or local restaurant). On | onger packages
people will prefer sone “free” neal tine.

Drinks - Al coholic beverages not wusually included
unl ess part of a special event (e.g., welcone cocktai

party. )

Taxes - Generally included.

Tips - Sone discretion can be exercised depending on your

clientele and the practices of your package suppliers.

O her Considerations - It is good practice to include
novelty itens or “freebees” such as flight bags,
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fruit baskets or elenents of the package type such as
golf balls.

b) Supplier Negotiations

Most major suppliers will have standard di scounts/conm ssions
which they will offer to the travel trade. Some conponent
suppliers such as attractions (nuseuns/galleries, etc. ) may
be flexible in their comm ssion offering, depending on the
vol unme of trade you anticipate bringing their way.

It is up to you to negotiate the best arrangenent possible for
each conponent to ensure that your final package product will
offer an attractive price to your custoner while still providing
you with a return.

c) Package Pricing

The following steps are involved in pricing a package:

1. Add costs of all variable conponents on a
per person basis, at the cost to you from your
supplier.

2. Add fixed costs (e.g., notor coach charter).
D vide by 75% of the nunber of people you
expect to get (this gives you a nmargin of
safety and the possibility of additional profit
margin if you get nore than 75%.

3. Mark up the total cost to cover trave
agents comm ssion (10-15% and your profit
( total base cost of conponents + profit
margin + travel agent conm ssion = sales price.)
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d) Package Pronotion

Your package will need its own pronotion program The promo-
tional approaches discussed in the later modules will provide
some guidance. The most commonly used and most successful central
promotional tool for a travel package is a brochure which

descri bes the conponents of your product attractively. The rest
of your marketing and pronotion mx wll depend |argely on how
much pronotion is being done directly by your supplier or by

the travel agents that maysell your product.
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MCDULE 6

MARKETI NG MANAGEMENT

The successful inplenmentation of your marketing plan is very nuch
dependent on its managenent; on the organizing, |eading,
notivating, conmmunicating and controlling aspects of the program
W will not deal with these issues in any great detail in this
sem nar since we want to concentrate on the “how to’s” of
marketing, but we will briefly review the main principles or

i ssues involved. Sone of them have already been nentioned.

1. NMANAGEMENT AND MOTI VATI ON

For a marketing plan to be a success, nmmnagenent nust have a
“marketing attitude”; that is, they nust see that the satisfying
of custoners’ needs and wants at a profit is the purpose of their
business and of their jobs. W discussed the “marketing concept”
in Mdule 1. It is mentioned again here since it is a pre-
condition for successful marketing planning and/or inplenentation.

Wenentioned earlier that the owners and nmanagenent nust be

personally committed to the marketing plan if it is to have

any real effect. Enpl oyees will “do as you do, not as yousay'.
In other words, nanagenent must be seen to be committed to the
pl an, as evidenced by their actions.

The necessary ingredients nust be put in place by nanagenent;
enough noney, tine, manpower, skills and perseverance. A plan
on paper is only that, until adequate resources, and the right
resources , are put in place.
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The plan's objectives nust be realistic and obtainable, not just

the fantasies of the owner. It nmust al so be understood by the
staff.
The notivation of your staff is a key factor. Later, we wll

tal k about the inportance of friendly, courteous, helpful and
know edgeabl e staff to support the inmage you are trying to
create for your business, and to achieve that ultinmate goal,
custoner satisfaction. Their attitude and behavior in their
daily tasks and in inplenenting your plan can nake or break
your business. To acconplish custoner satisfaction your

enpl oyees nust be custoner oriented. In turn, they have to
be notivated in their jobs and have a sense of inportance in
the role they are to fulfill. Part of this can be acconplished

by your own attitude and behavior, but part of it also relies on
the effective use of good managenent and notivation techni ques.
Some suggestions are:

1. j ob descriptions,
per f ormance eval uati ons,

3. care in staff selection- consider attitude
and personality as being paranount,

4. regul ar and strong orientation and training
sessi ons,

5. enpl oyee incentives - noney, recognition, etc.

I nvol ve you staff in your marketing planning and nmanagenent
process and make sure they receive rewards for their contri-
buti ons.

Regul ar updates on prograns and the use of awards at inter-
nedi ate points as the program noves ahead are very inportant
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insustaining ¢« enthusiasm.

The people in your organization who are directly responsible for
results of the plan should be paid on an incentive basis; that is,
their conpensation should be tied to the results of the plan in
sone fashion such as comm ssions, bonuses for achieving quotas,
etc. It is inportant, however, that the system be fair and
properly matched to the authority the staff really have in the
achi eving of results.

Positive inducenents are far nore effective than are negative ones.
Threats engender fear and resentnent; praise and rewards
engender enthusiasm and inproved perfornmance.

It is inportant that authority be matched to responsibility so that
peopl e are given the chance to achieve the results they are being

hel d accountable for. This means that you have to del egate
authority to others if you want them to act independently in
carrying their part of the plan ahead.

2. CONTROL; THROUGH BUDGETI NG AND REPORTI NG

Bal anced agai nst the need for del egation and independent action
is the need for central control by the owners or top nanagenent.
Control over the spending of nmoney and of tine and through the
setting and enforcenent of policy are necessary. W wll dea
separately with policy later in this nodul e.

The marketing plan itself provides a “budget” dealing with the

spending of tinme, but a financial budget is first required if the
use of noney is to be properly controlled. The budget should

THE ECONOMIC PLANNING GROUP of Conodo



ooooo

111

i ncorporate the sales objectives for each of the target narkets
and separate budgets should be prepared for each profit centre.

By breaking them out into nonthly or quarterly increments, these
budgets can be used in conjunction with various nonthly/quarterly
reports and thereby becone an effective managenent tool. Tr ends
and variances quickly beconme apparent and renedial action can be

t aken. Regul ar recognition of individual acconplishnents can al so
be instituted as the plan noves ahead.

A regular reporting programis a necessary nanagenent tool for

achi eving control over the inplenentation of the marketing plan.
These reporting systens should nonitor |eads, enquiries, bookings,
sales, expenses and contribution to overhead for each target narket
and/or profit centre. The reporting periods, format and content
shoul d match those of the budgets being used.

3. REVI EW AND EVALUATI ON

Periodic reviews of progress nust be made, and the plan altered to
adapt to realities, new opportunities and to successes and failures.
Nothing is static and a rigid plan will quickly become obsolete
and i nappropri ate. Managenent has to ensure that it is regularly
refocused to achieve the best results, and preferably, the desired
resul t

The budgeting and reporting prograns described above are critical
in supporting such revi ews. However, managenent should al so hold
regular neetings with the staff involved in carrying the prograns
forward to hear of their views on, and experience wth,

i npl emrentation . New i nformation com ng from the narket and
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internally regularly requiresa reconsideration of various aspects
of the plan. Other communication devices such as nenps, news-
letters, etc. should be enployed as well. The point is: meke
sure your staff are kept well informed on progress, and that they

i nform you of successes and failures.

| f the managenent, control and review procedures described in
this nodule are properly followed, the planning exercise wl|l
prove to be a success in the eyes of both managenent and staff,

and the |earning experience will make the next cycle of planning
much easier for everyone. People will be better notivated and
will apply thensel ves to achieving vour marketing objectives

nore enthusiastically.

4. PQLICIES

Before we | eave the subject of marketing managenment, we will
briefly consider the issues of “policy” and of training.

Policies can be considered as being the “rules” of the organization;
the “do’s and don'ts" for the staff and custonmers. Over tineg,
owners and nanagers tend to add and add policies, often on an ad
hoc basis and usually w thout anending other policy that m ght

be contradictory. Usual |y, sone policies are enforced while others
are not.

W are considering this issue here because the policies of

an organi zation can enhance or detract from the success of a marketing
pl an. A careful review of all policies and rules should be made

as part of the planning process, to ensure that all of them

contribute to the success of the program and those that conflict

with it are nodified.
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5. TRAI NI NG

Managenent and/or staff training may be required to ensure that
both groups are able to do their part in inplenenting the marketing
plan. Aside fromtraining to give themthe skills and specific

information they will require, consideration should also be given
to attitude/ hospitality skills training. Friendl i ness, concern
for the custoner, pleasure in giving good service are all “skills”

whi ch both managenment and staff mnust devel op.
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ADVERTI SI NG

1. WHAT IS ADVERTI SING WHAT CAN IT ACCOWPLI SH FOR YQU?

Advertising is a means of communicating the benefits of your
products or services through one of the many possible public
comuni cation systens that can be directed either toward the
mass nmarket or on a selective basis to specific target narkets.

Typi cal advertising vehicles include print nedia, such as news-
paper and magazi nes, broadcast or electronic nmedia which includes
radio and television, direct mail, brochures and point-of-
purchase materials.

Advertising and pronotion have traditionally been relied on
heavily by tourism operators. The inportance of a good adver-
tising and pronotional programis reinforced by the follow ng
factors:

1. Demand for tourism products is unstable,
seasonal , price and incone elastic and is
determ ned by a varying conbination of
obj ective and subjective, rational and
irrational factors. As a result, consuner
loyalty is Iow and purchase is strongly
i nfluenced by pronotional appeals. Demand
is often created by the offering of an
appeal i ng tourism vacati on product.

2. Qpportunities for changing the product in the
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short term aevery limted.

3. Seasonality increases the need for off-season
pronotion of business to even out denand.

4. Most tourism products are subject to intensive
conpetition and substitution, so that your
touri sm product nust be kept in the consumers
mnd if it is to be considered.

5. Pronoti on can be enployed selectively vis-a-
vismar ket segnments so that you can communicate
your travel product to people who are likely to
be nost receptive.

It is vitally important that yOour advertising and promotional
prograns and strategies be linked to your overall marketing
objective so that these tools are utilized as a neans to an end
rather than as an end in thensel ves. I n the devel opnent of
advertising and pronotional policies and prograns one mnust
constantly remenber “what they are trying to acconplish” in the
br oader marketing sense.

Some basic rules to follow in developing your advertising plan

are as follows:

1. Revi ew your marketing objectives and strategy plans
to re-assure yourself that the instrument of adver-
tisingwill be able to accomplish something towards
these objectives. Refresh your memory on who your
target markets and target audiences are, since
definition of the audience is the most vital step in
launching any type of communication effort.
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Determine what it is you want to acconplish from
an adverti si ng/ comuni cat ions standpoint wthin
the context of your broader narketing objective.
For exanple, do you nerely want to inform your
potential custonmers of your product or do you
want to convince them your product is better than
soneone elses? This will provide you with a
specific advertising or conmunications objective
that will be different and nuch nore specific

t han your overall narketing objective.

Revi ew the avail able distribution nethods for

your product to ensure that you have established

a sound distribution system that can deliver the
product which you are pronoting. There is nothing
worse than pronoting sonething that cannot be

del i vered. The consumer not only needs to know
what shoul d be purchased but al so how the

product is to be received.

Deternm ne an appropriate advertising and pronotiona
budget based on what you want/need to acconplish and

on what your conpany can feasibly afford, and not on

what your conpetitors spend or the advertising

sal esman thinks you should spend. Advertising budgets
determ ned on “objective selling” rather than on

i ndustry standards (e.g. , % of sales), will be much

nore directed to your specific requirenents. (Sal es
should be the result of advertising, not the causeofit!)

A wel | -concei ved advertising plan must recognize
product strengths and attenpt to differentiate your
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product in sone way that will set it above other
conpetitive products. Be careful that your ad-
vertising and pronotional nessages do not endanger
the present strengths of your product in the

mar ket pl ace.

6. Al t hough your advertising plan should lay out sone
direction for you in making advertising and pronoting
decisions, it should remain flexible enough to adapt
to new opportunities. Many conpani es set aside an
“opportunity advertising” fund to allow for speci al
pronotional opportunities such as mmgazine or newspaper
suppl ements which neet their marketing goals and
obj ecti ves.

7. Al'l conponents of your advertising and pronotion plan
should work together in a synergistic manner to
ensure that they are conpl enenting each other, hence
the reason for referring to it as an advertising or
mar keting “mx”.

8. CGood advertising, if properly devel oped, can be utilized
not only to create demand for new tourism products but
also to reinforce earlier purchases of travel products.
Al though the travel nmarket can be fickle and in
constant search of new vacation opportunities, repeat
purchases of good, well-pronmoted travel products are
al so commmon.

9. Carefully exam ne all potential advertising and prono-
tional vehicles available to you. Do not be coerced
by a clever nedia sal esman who earns his/her incone
on conmi ssi on. Learn the advantages and usage of a
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variety of media and judge for yourself which
advertising nediumw ||l best suit your needs.

Sone common probl ems encountered in devel opnent of an effective
advertising plan are as foll ows:

1. The nunber of choices and decisions are |arge,
even though advertising and pronotion are sub-
ordinate to other marketing decisions.

2. CGood advertising requires information about
mar kets, custoner characteristics and behavior,
di stribution channels and conpetitors. As
di scussed earlier, much of this information
is very difficult and costly to obtain.

3. Many characteristics of tourism businesses
[imt their ability to adapt to changes in the
mar ket condi ti ons.

4. It is easy to neasure noney spent, but
difficult to nmeasure results.

Once you have established a shorter term advertising or conmmunication
objective, it is useful to then determ ne an appropriate advertising
strategy that will determne the flavour and approach of your nedia
and pronotional m x
H The stage of devel opment of your product, i.e., new or established,
among ot her things, will determ ne what strategy you sel ect.

PR
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Advertising strategies can be:

1. Product oriented - illustrating features of the
product, user benefits, and product conparisons.

2. Consumer oriented — directed to consuner attitude
and interests, life styles, reference group
characteristics and subconscious appeals to
repressed desires (i.e. , sex, power).

3. Image oriented - directed to establishing an

exciting personality or identity for the
product - often used by governnents and
associ ations to pronote an area rather than a
speci fic product.

4. Positioning oriented - used to establish a
uni que niche in the narket.

The nature of your product, the characteristics of your target
mar ket sector, your overall nmarketing strategy and the nature of
your distribution systemwll determne the kind of advertising
strategy whi ch should be used.

2.  AVAI LABLE FORMS OF ADVERTI SING MEDIA AND THEI R ASSCCI ATED

CHARACTERI STI CS

A variety of advertising vehicles are available providing the
advertiser with a broad range of alternatives in conmmunicating
hi s message to the audi ence.
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The follow ng advertising nedia will be considered in this section
which will outline the relative characteristics of each:

Print Media

1. Newspapers

Magazines

Travel Guides and Journals
Trade Publications

Direct Mail

Yellow Pages

Outdoor Advertising

~N O g b~ WON

Electronic or Broadcast Media
8. Radi o
9. Tel evi si on

Q her Types
10. Contra
11. Cooperati ve

Print Media

1. Newspapers: Have a hi gh geographic concentration and are read by
an educated mddl e and higher socio-economic group which tends
to be anong the nore “involved” elenents of society. St udi es
have shown that the consuner considers the newspaper to be a
good place to ook for information on travel products and
generally uses it as a shoppi ng guide. As newspaper reading
tends to becone an habitual, daily activity, it is a good
met hod of reinforcing a nessage. Many newspapers have trave
sections and classified sections for resorts and the consuner
with an active interest in a travel product will often seek out
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t hese sections. Newspaper advertising is flexible in that ads
can be placed on short notice and is therefore good for
of fering “specials”

The di sadvantages of newspapers are that they have a broad
readership and, therefore, a |ot of waste is involved in that
only a small mnority of the audience would have an active
interest in your advertisenent and product. The ad has a short
life, in that newspapers are read and thrown out. The quality
of advertisenment reproduction is often poor especially when
phot ographs are used in snaller advertisenents.

Magazi nes: There are many types and each type will vary sone-
what in its characteristics. Generally speaking, nagazines have
a nore selective readership, and many special interest nagazi nes
exist . They are therefore a very good neans of reaching a

speci alized target market (e.g. , skiers, fishernen). Magazi nes
have a nmuch longer life in that they tend to be kept around the
honme and are often passed on to others, and they have a nuch

hi gher production quality.

The di sadvantages of nmgazines are the longer l|lead tine
required in placing ads and nost have a problemin tailoring
circulation to your geographic market area. Even nmagazi nes
with regional editions will generally not be able to match

your target area without a lot of spillover. Relative to their
longer life, nore targeted circulation and better quality, the
price of nmagazine advertising is relatively high.

Travel Quides and Journal s: These can be a very useful neans

of advertising or listing your product. Cenerally, sone wll
be geared to your target market area and their readers are people
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whoare actively looking for travel information. The
audience wll generally be small but nmay have a real interest
in your product.

4.  Trade Publications: can be effective if you are |ooking for
incentive travel, group neetings, travel agent and tour operator

business (the latter two categories will be dealt with in nore
detail later). Again, problens mght exist in directing your
advertisenments to your market sector.

5. Drect Mil: is one of the nore effective nmediuns for tourism
pronoti on. It can be directed to specific, honbgeneous groups
and contain a specialized nessage for that group. The quality
of the mailing list is nost critical. The best sources of

mailing lists are usually within your own business and nay
i ncl ude:
1. past custoners
2. friends and rel atives of former custoners
3. general inquiries
4, cancel | ati ons.
O her obtai nabl e sources i ncl ude:
1. credit card holders
tel ephone and city directories (business |eads)
professional directories
Chanbers of Commerce (business leads)
travel agents

S T

mai ling |ist conpanies.
The effectiveness of direct mail can be neasured by using

coupons, reply cards or a coded address, and nmailings can be
done on short noti ce. Mailings are particularly effective
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in reaching former guests, in pronpting a specialized offer to
a specialized market, and in comunicating with the travel
t rade.

The mmj or disadvantage is that nailings have becone very
expensive at current postage rates. However, special rates
can be obtained fromthe post office if you pre-sort a large
mai ling by postal code and deliver it to the post office for
bul k mailing.

Yel | ow Pages: are an often underrated nedium for advertising
your tourism product. If you cater to transient and | oca
trade, an ad in the yellow pages can be a very cost—effective
nmeans of pronotion.

Qut door Adverti sing: refers to both directional signs or bill-
boards on nmajor arteries leading to your property, as well as
general billboard advertisenents throughout a geographic area.
The former is an effective nmediumif you cater to transient
trade. A di sadvantage is that your nessage in either case has
to be short and punchy. Therefore, its primary advantage is
for established products with identifiable inages. It is often

used as a neans of reinforcing a newspaper, T.V. or radio
canpai gn.

El ectronic or Broadcast Media

Radi o: has a captive audience at a given nonent, and everyone

in that audience will receive your nessage. Usual |y each radio
station will have a segnented audi ence profile and a defined
geogr aphi ¢ coverage so that you can target your nessage
accordingly. It is a good nediumto reinforce a newspaper
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program or to obtain inmmediate response to special offers. It
is also useful in building general awareness of your product
t hrough repeated announcenents.

D sadvantages of radio are that it is costly and a high frequency

of repeated ads are required for inpact. | medi ate response nay be

difficult at tines, for example,in recording a phone nunber or
recal ling an address.

9. Tel evi si on: is the nost powerful of all nediuns and is the nost

effective nmeans of influencing consuner purchase behavior. The
conbi nation of visual and audio nessages is very effective if
properly conceived in conmunicating the product. Li ke radi o,

it has a captive audience and a defined geographic coverage.

A di sadvantage of television is its very high cost both

in advertisenent preparation and in air tine. Cenerally, it is
reserved for conpanies which can afford the frequency and ad
production costs.

O her Types of Advertising

10. Contra: refers to a product—for-product trade with the adver-
tising nedium Oten radio and bill board conpanies wll carry
your nessages in return for credits in using your product.
Travel products lend thenselves to this type of advertising in
that conpanies will often use them for sales incentives.

They may al so use travel products for a prize give-away or
sinply allow their enployees to take advantage of the credits.
A di sadvantage to contra advertising is that your product wll
probably be scheduled into off-peak or |ow audience tinme but
you will also try to do the sane. Caution should be exercised
to see that you are getting value for val ue.
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11. Cooperative (Coop) Adverti sing: can be an effective neans
of extending your budget over a |arger program coop
advertising with travel internediaries is common and we
dealt with that subject a little earlier. It can al so be
undertaken wth other, conplenentary suppliers in your area,
where each participant shares in the cost of the ad,or with

gover nnent agenci es. The only real problemis the dilution
in inmpact involved and your inability to control quantity and
content of the ads unless you are coordinating the program

In general, print nessages are retained in consuner’s nenories
| onger . Print ads allow the use of in-depth material and the

reader can control the tinme and pace of exposure. Somre print

medi uns provide several re-exposures of the sane ad.

Broadcast nediuns offer a greater sense of realism and can
therefore have a greater inpact on consuners. They are good at
devel oping a product inmage or in inproving the imge of your
product .

Al though all nedia have their tinme and place, it is generally a
good practice to develop a nedia mx so that each nmedi um can
reinforce the ot her

3.  MEDIA SELECTION

The selection of the appropriate nedium for delivering your product

wi |l be dependent upon a nunber of things, but should be focused
on the follow ng:

1. your product and its inmage,

2. your target audience,
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3. your advertising objective and strategy,
4, your distribution channels,
5. the relative costs of nedia in your area.

A basic fornula to follow in nedia selection is to select the
nmedi a vehicles that will reach your target audience on a nost
direct basis and with a m nimum of wasted coverage.

Al so renmenber that advertising is a continuous process and fickle
“one shot” attempts are generally ineffective. Do not select an
expensive medium such as television if you cannot afford t o carry
it through.

Al t hough the selection of the nmediumthat is right for your

pur poses should by no neans be determ ned by this alone, there
are sone nedia that have proven thenselves effective for certain
products and services and these are sunmarized bel ow

PRCDUCT AUDI ENCE EFFECTI VE MEDI A
1. Travel Services I ndi vi dual s/ Newspapers/ Radio
(Restaurants, Hotels Groups Sorme Tel evi sion
Lounges) (dependi ng on proxi-

mty of market)/
Bil | boards for
Transi ent Trade

2. Package Tour I ndi vi dual s/ Newspaper s/ Speci al

Product s G oups I nterest Magazi nes/
Direct Mail

3. Conference/ G oup Groups Trade Magazi nes/
Meet i ngs Direct Mil

4. Travel |nterned- I ndi vi dual s/ Direct Mil/
iaries G oups Trade Journal s

This list is by no neans neant to be all-inclusive, but rather to

provide a representative sanpling.
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I n addition to the above considerations in selection of
appropriate media, decisions should also be made on the relative

cost effectiveness of various media.

Quantitative research data should be obtained to assist in
assessing the likely relative inpact of different nedia alter-
natives. Informati on should be obtained on:

nmedi a audi ence profile,
circulation/readership /viewers - nunbers,
coverage and penetration,

cost per 1,000 contacts.

il A

Cost Per Thousand or CPM is your way of evaluating the cost of
each actual advertisenment, placed in a particular mnmedia option,
on the basis of one thousand potential viewers/listeners/readers.

Exanple I: Magazi ne X has an estinmated circulation of 20,000
readers and the cost of placing an ad in the magazine is $1, 200.
The estimated CPM or actual cost per thousand readers is:

$1, 200 divided by Estimated Circulation (20) or $60.

Exanple Il: Newspaper Y has an estimated Monday - Friday daily
circul ati on of 300,000 readers. The cost to place an ad in the
paper is $4.00 per line. Assumng the ad is 15 lines, the
estimated CPM woul d be:
Cost of Ad ($4 x 15) divided by Estimated Circul ati on (300)
or $0.20

From these two hypothetical exanples, it is easy to see the

actual costs involved in placing an advertisenent in a particular
medi um Your job is to determne the mediumthat will reach your
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mar ket at the nost efficient cost. Referring back to the
exanpl es, Magazine X has a CPM of $60.00 and will reach 20,000
peopl e. Newspaper Y has a CPM of $0.20, and has a narket area

15 tines greater than Magazine X However, only you can decide
whi ch nmedia option will be nore beneficial to your property. The
newspaper mnay appear a better bargain, but it may not be the

one your market reads.

The criteria for selection of non-media pronotion alternatives
are not quantifiable. W have to rely on our experience,
conpetitor activities and their success, pre-testing of possible
alternatives and “rules of thunb”.

4. DIRECT MAIL AS A FORM OF ADVERTI SI NG

Because of its relative inportance and usefulness in the pronotion
of travel products, direct mail will now be considered separately
as an advertising tool.

If properly planned and targeted, direct mail can be al nost as
effective as a sales call . It can be personalized to match
your audi ence (e.g., past custoners) and can include incentives
to make your product nore appealing to the potential custoner.

Unfortunately , poorly designed and presented direct mail has
somewhat tainted this nediumas “junk mail” but it is still a
proven fact that well-designed direct nmail advertisenents wll
be treated with as nmuch respect as went into their preparation.

Li ke any other pronotional tool, the reputation of your product
and conpany is at stake when you prepare your direct nail piece.
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Be sure to carefully design your piece to your target audience;
be cordial but do not insult their intelligence with poorly
used gi mm cks.

Direct Mail has an advantage over some media advertising because
you have complete control over who receives your message. Unlike
other forms of media advertising you have a good chance of
catching and holding the recipient’s attention. The reader may
save the direct mail piece for future reference or pass it along
to soneone el se. Only your imagination will restrict the format.
Radio is restricted to limted anmobunts of sound, the newspapers
to colums in print. Direct nmail can be a decal, a poster, a
very personal letter, a pop-up card or fold-outs. You can even
add snell and texture to your direct nmmil advertising or include
reply forns.

Sone itens that can be considered as direct nail materials are
as foll ows:

personal letters

newspaper s

br ochur es

greeting cards

post car ds

specialty itens: cal endars and ot her give—aways
speci al pronotions

encl osures and stuffers: reservation forms, nenus
busi ness cards, tent cards, matches, etc.

flyers

reprints of advertisenents, press rel eases and
publicity articles

br oadsi des (no envel ope, |arge, one-piece fold-open

item.
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In addition to the potential usages of direct mail identified
earlier in this section, use direct mail as an effective neans
of announci ng special pronotions, opening of new facilities, or
sinply to properly announce the start of your tourist season.

5. USE AND SELECTI ON OF MARKETI NG CONSULTANTS AND AD AGENC ES

Deciding when to bring in the experts is often a difficult

deci si on. Many advertising agencies and narketing consultants
have m nimum sizes of projects that they will consider worth-
while to undertake (i.e. , it may not be feasible to get involved
with a client who only has $5,000 to spend on advertising per

year) . On the other hand, many tourism operators attenpt to

pl an and develop their own advertising and pronotional program
and they may waste thousands of dollars in badly directed efforts.

The decision on whether to hire a consultant will be your own. A
consultant may offer to assist you for a nomnal fee at first
i f your conpany shows good prospects for future work.

In selecting a consultant or agency, it is a good idea to ask
around the industry as to who is available and doi ng good work.
Make sure the firm or individual knows your type of business and
the travel industry.

Your agency should not plan and devel op your canpaign in

i solation and independently of your staff. Make sure you involve
them in your planning process and insist they experience and get
to know your product thoroughly. In turn, be certain that you

i nvol ve yourself in the planning of the advertising concepts,
appeals and information to be presented. Insist that they
convince you of the validity of everything they suggest (too
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much advertising is very creative, but is not based On researched
and valid precepts). |f their market research is inadequate,
insist that they do sone nore or do it yourself before you proceed.

“Advertising agencies” can be very beneficial to the snal
operator who may not have either the tine or the talent to
create an effective advertising canpaign. The “National List of
Advertisers” provides information on advertising agencies that

will help with your selection. Wien sel ecting an “ad” agency, ask
them to outline the scope of their services, creativeabilities,
resumes, client list and billing practices. The agency w |l advise

on,or arrange for, market research, co-ordinate your marketing

pl an, create ads and canpaigns, select nedia and schedul e advertis-
ments. But their success depends on how much information you give
t hem For instance, what are your facilities and services, your
selling points or your market characteristics? Wat do you hope

to achieve? Do not make the agency guess. Your input is

critical . Make sure the personality of your operation is

expressed in your adverti sing.

The cost is usually based on a 15% comm ssion of supplier and
production costs. An additional creative fee mght be based on
the artistic fees and labour that went into your project.

There are other sources that may be nore realistic for the small
tourism operator. \Wat about the local art teacher? O the
typesetter for the local newspaper? Use the talents of the
people in your comrunity to design an advertisenent. They are
probably famliar with your property and nmay be able to design
an ad that really projects your inmage.

Devel op a strong relationship wth your consultant so that he/she
begins to feel part of your planning and marketing process. Once
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you have established this relationship it is usually counter-
productive to shop around for new agencies or consultants, unless
you are not getting good service or work from your current service.

6. PREPARATI ON OF ADVERTI SEMENTS

In planning an advertising nessage and designing an adverti sing
layout, it is useful to analyse the follow ng:

princi pal product appeals and features

specific information to be presented

custoner notivation and expectations invol ved

i mges and nental association to be evoked

any overall corporate imge factors

creative approach and form

production specifications

You nust al so decide, based on your advertising strategy, if it is
nore inportant for your advertisenment to be nore informationa

N o oA e

or notivational in approach.

A variety of approaches can be used. Sone of the nobre conmon ones
i ncl ude:

1. t wo- si ded nessages (conparisons with alternatives)
- good for educated audi ences and | oyal custoners
of your conpetitor.

2. fear appeals - “Don’t freeze this wnter”

3. pl easant distractions - “escape your cares and
worries”

4, audi ence involvenent —“join us this spring” or
“how s your golf gane?”

5. enotional appeals (better than rational) - “feel
like a king . "
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6. humour - good for attention and recal

1. non-verbal - creation of nmental inages through
musi c, scenery, etc. |,

8. not herhood — dogs and children as cute attention
getters

9. sex

Advertising should follow the KISS principle ("Keep it sinple
stupid'")and be geared to the attractions of your product on
one hand, and the notivations of your target audience on the
ot her.

A good ad will follow the AIDA formula; (attention, interest,
desire, action) in sequence of construction. Print ads should
| eave plenty of white space and should use pictures or illustra-

tions to increase their inpact. Do not try to get too nmuch
information into your advertisement. Copy structure shoul d
consi st of:
1. Headl i ne - your attention grabber - in bold type
2. Sub-headline - to provoke interest — a snaller

type and fuller nessage

3. Body COpy - provides information and the sales
pitch - asks for action

4. Property’ s | ogo, nane, address and phone nunber.

Br oadcast ad nessages should be shorter ; should use film
photos and nusic to enhance imagery and should repeat the key
points two or three tines. Like print, they should call for
action .
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Direct mail nessages should follow the principles of print ads

but will contain nore details and supporting materials (photos,
endorsenents, etc. ) . However, be selective in the infornmation
you include so it will be read. Custom ze it for the target

audi ence as nuch as possible.

7. MEASURI NG THE EFFECTI VENESS OF ADVERTI SI NG

As indicated earlier, one of the nost difficult tasks in adver-
tising is to neasure the effectiveness of the nedia and creative
nessage you have sel ect ed.

Sophi sticated methods for pre and post surveying of advertising
are avail able today, but often at substantial cost. None-t he-| ess,
for a major canpaign |aunch or a significant advertising effort,
they may be worth the cost.

In spite of the conplexity of determning the effectiveness of your
adverti sing canpaign, sonme nore basic nmethods are avail able

so that you can obtain sonme nmeasure of whether you are receiving
the results you are paying for.

Some useful yardsticks to measure inquiries and conversions of
enquiries to sales can be incorporated into your campaign. This
represents only a portion of the effectiveness, however, in

t hat sone people may book without first enquiring and others
will book through travel internediaries. It is suggested that
the follow ng techniques be enployed on an on-goi ng basis:

1. Code your ads in some ways by using return cards,

tear-of f coupons, department nunbers or other neans
so that enquiries can be traced. Wth phone

THE ECONOMIC PLANNING GROUP of Conoso



ooooo

enquiries , have your staff ask where they heard
or saw the advertisenent.

Log all enquiries if possible; do so separately
by ad or nedi um responsi bl e.

Check guest registrations against enquiries to
measur e “conversions”

Have your guests conplete a questionnaire
containing a question of what advertisenents

t hey have seen or, for future canpai gns, what
notivated them to use your property or facility.
Test ads in selected areas and neasure change

in business fromthat areas relative to other
areas.

Keep the nanes and addresses of custoners and
persons enquiring for later direct mail follow up.

THE ECONOMIC PLANNING GROUP of Conoca
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BROCHURES - DEVELOPMENT AND DI STRI BUTI ON

1.  TYPES OF BROCHURES

The brochure usually is a vital elenent in
product . There are a nunber of types of br

selling the tourism
ochures that can

be applied to any product, but in the tourismindustry these

di stinctions becone even nore inportant. T
descri bed bel ow

a) I nformati onal Brochures

These are devel oped for the purpose of info
and therefore may sinply be a listing of tr

he key types are

rmati on di ssenm nati on
avel products or

destinations with a brief description. Sonetimes they nmay
contain sone “sell” inthe form of photographs or descriptive
par agraphs but wusually, as with advertisenents, the nore

i nformation youhave to provide, the nore di
add the “sell”.

b) Pronotional Brochures

These brochures are designed with the “sell”
because of this, may not be able to include

fficult it is to

in mnd and,
too nmuch information

and may have to refer the potential custoner to other

sources of information about the product.
are usually used for an established product

Pronoti onal brochures
where there already is

an established identity and not nmuch explanation is required,
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al though they can also be used effectively to encourage people
to find out nore about the tourism product or service.

c) Lure Brochures

These are nore attractive brochures that are often used by
governnent tourism departnents or tourist associations and

are used as “teasers” to intrigue the potential custoner on
what the region has to offer. They are usual ly sonewhat
simplistic in that they may only contain many attractive photos
and very little, if any, copy. Their use can be very effective
in stinmulating interest in a region or in encouraging a target
mar ket group to find out nore about what you have to offer.

2. USES COF BROCHURES

The deci sion on whether to develop a brochure to pronote your
product is usually one of the first pronotional decisions a
touri sm operator wll rmake.

For nost tourism products, the brochure is the key selling too
since the travel product lends itself to this sales vehicle.

Al t hough an i ndependent brochure nmay not be required for certain
types of tourism businesses such as restaurants, it certainly

is a primary tool for a destination resort, a tour operation,
hotel property, hunting or fishing |odge, w | derness adventure
program a service such as ground operations, and numerous

ot hers.

CGenerally, a good rule of thunmb to follow is that, if your
product is the type that can be explained or presented well in
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this type of nedium and there are distribution mechanisns
available to get this information to your potential custoners,
then the devel opnent of even an inexpensive, basic brochure
is likely to be a good investnent.

Brochures need not be el aborate and expensive; a well—-designed
one-fold black and white information piece can prove just as
effective in sone cases as nore el aborate works of art. The
type of brochure you decide to use will depend on your audience,
the inportance of imagery and information and, of course, your
adverti si ng budget.

In some ways the brochure is the tourism product in the

mar keti ng process. Since you cannot show your customner the
product he/she is purchasing in advance, it represents a
facsimle of your product and is normally the primary instrunent
used by the consuner in making a purchase deci sion. Q her

i ndustries use a brochure only to increase interest. I'n tourism
the brochure not only has to do this, but also has to facilitate
the nmaking of the actual salee It nmay be the only opportunity

the customer has to visualize your product.

The brochure is used not only by the consuner in nmaking a
purchase, but is used also by the travel agent in providing
information and in processing the booking. It has tosupply
all the necessary information required by both parties at all
stages of the purchase process.

The inportance of brochures is evidenced by the quality

and size of the brochures published by destination resorts/
| odges and tour operators. A tour operator may spend up to
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5% of his total gross revenues on printing his brochure since
this will often be his primary pronotional tool

3. BROCHURE CONTENT AND DESIGN

A brochure will normally contain the follow ng information
although it will vary according to how informational or how
pronoti onal you want your brochure to be:

1. conpany/ product nane

2. pictures, preferably in colour, of al
main features, attractions, facilities
and services

3. descriptive copy on above

4. notivational copy, highlighting the consuner
appeal involved (often good to include photos
of custoners)

5. detailed information on prices, discounts,
travel booking procedures and terns, deposit
requi rements, etc.

6. an address and phone nunber
Your brochure may be the nost widely circulated adverti sing
pi ece you have. Design one that you are proud of -- one that

really appeals to your market and projects your product ‘s
personal ity.
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Start by outlining what the brochure is supposed to achieve.
Next , renenber how you defined your target markets. What are
they nost interested in? Then, describe the benefits and

uni que selling points of your product -or service. What i mage

or personality do you want to inply through your brochure? What

will set you apart from your conpetition?
The cover of the brochure should catch attention, illustrate your
product and encourge the viewer to read further. You ni ght

want to include a picture of the product, slogan, nanme and
addr ess.

Any phot ographs used should be carefully selected as they too

will create the inmages of what you have to sell. Use a conbi nation
of photographs that illustrate your product, action shots

involving your facilities and its guests/custoners and “nood”
phot ogr aphs . Peopl e want to see what type of a place it is.

Phot ographs illustrate the benefits and show potential customers
what to expect. Be honest in your photography. Show the property
as it really |ooks. Do not include flowers and fruit baskets

as part of the guest roomif that is not what you can deliver.
Action shots have great appeal but should be carefully designed.
For instance, do not show peopl e doing sonething wong or
awkward (i.e. , standing in boats). I ncl ude captions with the

pi ctures. The captions are read twice as often as the copy or
text of the brochure. Use the captions to get your selling
nessage acr oss. They can work as m ni-ads.

The contents of the brochure should be used to list and

descri be your facilities and services. ‘1l here is often a
tendency to overcrowd, to say and show too much. Try to avoid
falling into this trap; people just wWll not read it allif it has
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too much in it. Stick to bas j¢ informat jon, and avoid eXag -
gerat ion. It is of ten a good idea to al so include photographs
of any local tourist at traction that may conplenment or enhance
your product. I nclude hel pful information on what people can
see, participate in, and what they should bring. Leave space
on the back cover for travel agent stanps or stickers. Remenber
that the dinmensions of your brochure should allow you to mail

it and permt travel agents to display them properly in their stands.

Desi gn your brochure for a long life. Do not be too gi mm cky or
use pictures, slogans or rates that will outdate your brochure
before its tine. Produce a separate rate card that can be

i ncluded and regul arly updat ed.

A black and white or two-colour brochure may suit your needs.

you can also cut down on cost Dby producing a two colour brochure,
whi ch appears to have nore colour when two plus black are

comnbi ned. Get help fromlocal art teachers and newspaper witers
or talk to yvour local advertising consultant.

In addition to these pointers in the design and preparation
of Dbrochures, the follow ng guidelines should be applied once
vou are ready to lay it out and print it:

1. Use a few, carefully selected photographs.
If you can afford it, usecolour photos as they
el 1l better than black and whi te or copy . opt
for fewer and larger phot os, for example, a

single shoton the cover

2. Use clear, simole L yp e, indi (ferent sizes

for titles, sub-=-titles, headings and copy .
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3. Copy should be black on white for easier
legibility and greater inpact.

4. Colour panels should be avoided - use colour
headi ngs and borders i nstead.

5. Oganize your topic. Do not mx information -
set topic areas out clearly in separate sections,
preferably on separate pages.

6. Avoid small print especially if you want elderly
people to read it.

1. Put your sell copy at the front and the booking
and other details at the back.

8. Leave a lot of white space, Particularly in
i nportant sections to clearly highlight the

i nformation .

9. Use 8% x 11 if you can afford it. Most travel
agency racks are designed for this size.

10. Enploy a consistent layout and design for each
section .

11. On the front cover, Kkeep all of your copy on
the top % page so it shows on the rack

12. Allow a space on the back for a travelagent's
st anp.
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Mountains to the Sea

(in association with Horizon

10 Days - 9 Nights

Holidays of Canada)
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Calgary, Banff Springs, Columbia Ice Fields, Jasper Park Lodge,

Chateau Lake Louise, Rogers Pass, Okanagan Valley, Vancouver and Victoria.

Departs Calgary June 18, 25; July 14 | 23, 28« , 30; August 47, 20, 257

September 3, 10

This trip means mountains covered year-round with snow, and gentle harbor
waters reflecting cafe lights. There's an ice field 150 miles square. And a hotel which
serves the most sumptuous high tea we're likely to find outside London.

We'll do the mountains first, stopping at places like the Banft Springs Hotel and
Chateau Lake Louise, where we can swim, hike or just plain marvel at the scenery.

Then we'll go to the harbor cities of Vancouver and Victoria. There's plenty to
love there. Eskimo handicrafts and Queen Anne antiques. Scrupulously-tended flower
gardens. Service that bears the unmistakable signs of British finesse.

What this trip means is some of Canada's most startling country. And two of its

most colorful cities.

JASPER
LAKE LOUISE
.
i,
CALGARY
= ' ]
“IVICTORIA {
1st Day - Home Town - Calgary -

Banff — We'll meet our tour escort and
other members of our group atthe Lower
Level o(the Hughes Air West Terminal at
2:30 p.m. Our sightseeing excursion
heads downtown 10 visit the Calgary
Tower for a view of the city, surrounding
prairie and distant mountains. We
continue westintothe foothills of the
Rockies and on ta one o(the world's
greatest mountain playgrounds, Banff
National Park. We’ll spend the next (wo
nights atthe BANFF SPRINGS HOTEL.
In [he evening. a festive get-acquainted
dinner party. (D)

2nd D. - Banff — Our morning
sightseeing visits Bow Falls, Buffalo
Paddocks. Rock Gardens. Tunnel
Mountain and Sulphur Hot Springs,
followed by a gondolalift ride 10 the 7.500
ft. summit of Sulphur Mountainfor a view
o(Banffandits surrounding mountains.
We have the afternoon at leisure. {B, D)
3rd Day - Banff - Jasper — We
board our motorcoach this morning for an
excursion along the Banff-Jasper Highway
to se¢ some of the mostmajesti csce nery
inthe Rockie s. Atplaces the road reaches
nearly 7.000 1. above sea level, while
snowcapped peaks nse more than 11 .00
1. We'll see the Vermilion Lakes, Pilot
Maountain and Castle Mountain. And then,
the most spectacular sight of the day, the
great Columbia lcefield, 1 50 square miles
ol ice ste addling th ¢ boundary of Banf f and
Jasper National Parks. We'll explore the
atea on a sightsecing snowinabile,

climbing across the Athabasca Glacier on
ice 1,000 ft. thick. [Later we continue on to
Jasper where we spend thenexttwo
nights at JASPER PARK LODGE. (B. L.D)
4th Day - Jasper — Our lodge is the
showplace of the Rockies. Our luxurious
cabins are setin trim and restful gardens
overlooked by cedar, spruce and pine
trees. We have the morning at leisure to
enjoy the heated pool. gol(, hike or
horseback riding. This afternoon’s
excursion brings us to Maligne Lake.
Canada’s most photographed mountain
scene. (B. D)

5th Day - Jasper - Lake Louise
This morning we drive back down the
Banff-Jasper Highway and continue on to
Lake Louise and the CHATEAU LAKE
LOUISE. located on the mostbeautiful
lake in the Canadian West. With the
afternoon free, we can enjoy the hotel's
recreational facilities. (B, D)

6th Day - Lake Louise - Kelowna
This morning our motorcoach travels
along the Trans-Canada Highway,
crossing the Great Divide and continuing
through Kicking Horse Pass info Yoho
National Park. We'll see the sSpiral
Tunnels and then drive through Glacier
National Park”s Rogers Pass. the most
scenic part of the Trans-Canada. Crossing
the Columbia River we stop 10 view the
spot where thelast spike was driven 10
complete Canada’sfirst [rans-continental
railroad and then turn south info the high.
dry country of (heOkanagan Valley.
Canada’s famed “Valley of the Sun”
shows us miles ol orchards and vineyards
protected by mountain peaks and nurtured
by sparkling lakes. Qur drive continues
along [he shoresof Kalamalka and
Okanagan lakes to Kclowna. we will be
staying at the CAPRI H OTEL (3.1

7th Day - Kelowna - Vance. ver
We continue our drive through the
Okanagan Valley via Penticton, then we st
through the Similkamecen valley. We
rejoin the Trans. Canada Highway and
follow the Fraser River through to
vancouver andHilton's 1 IOTEL
VANCOUVER. (D)

8th Day - Vancouver — Thismorning
we cross the Lion’s Gate Bridge 1o the
Salmon Hatchery at Capilano. Then to

the 1,000 forest acres of Stanley Park,
with its giant {irs and colorful totems.
Later we’ll drive through the downtown
area tovisit Gastown, the old section now
a lively center of art galleries. antique
shops and boutiques. We have the
afternoon at leisure. (D)

9th Day - Vancouver — Victoria
This morning we board the ferry for the
scenic 25 mile cruise across theStraitof
Georgia toVictoria on Vancouver lIsland.
We enjoy thiscity of gardens. from the
fiowerborderediawns of the Parliament
Buildingstothe baskets decorating the
lamp posts. Firs(,tothe world-famous
Butchart Gardens where 30 acres of
fragrant floral beautyextendover
Japanese. Italian and English Gardens
linked by lawns and lily ponds. we'll enjoy
a drive around the citybefore checking
into our hotel, THE EMPRESS. In the
evening. a farewell dinner party. (D)

10th Day - Victoria - Home Town
The morning is at leisure to explore the
antique shops. handicraft studios and
other shopping attractions. We bid
farewell to beautiful British Columbia as
wefeave Victoria and transfer (o the
airport forour flight home.

Price per person: $890.00. Twin in.
cludes 15 meals, sightseeing as listed,
transpor tation, hotel accommodations,
taxes, s, baggage handling andcom-
plete escort service throughout the tour.
Single supplement $260.0)().

ITA-OTDRMY

July 14, 28; Augus ¢ 4. 25 aperates from
Vancouver to Calga ry.
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Printing and distributing a quality brochure is a very
expensi ve process. The follow ng variables will determ ne your
cost :

1. type of paper stock - heavier and glossier
i's nore expensive

2. nunber of colours

3. nunber of pages and their size

4, type of binding

5. nunber of copies printed

6. printing process used - there are variations in
reproduction quality, particularly with colour

7. nunber of copies to be mailed

The specific steps involved in developing a brochure are as
fol | ows:

1. Deci de on your product features, attractions,
facilities and services to be included.

2. Est abli sh your budget, the total size of your
brochure, paper type, quantities, etc.

3. Al locate brochure space to each feature and
category of information to be included.

4, Gat her product descriptions, photos, prices
and other detailed information.

5. Produce a “dummy” brochure showing the layout

and overal 1 des ign you hop cloachicev ¢,
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6. Write the copy and check the accuracy of the
i nf ormati on.

1. Prepare artwork, copy, typesetting, colour
separati ons.

8. Carefully check the copy and artwork proofs.

9. Print the brochure.

10. Develop a distribution plan, print covering
letter and re—order cards.

11. Di stribute your brochure.

4. BROCHURE DI STRI BUTI ON

Because of the anount of noney involved, a carefully planned
distribution programis essential, particularly when distributing
to the travel trade. Every travel agent should be qualified on
the basis of his past business and realistic future potenti al

and the quantities of brochures sent should be matched to this
qualification

A nunber of distribution channels exist for getting your

conpl eted brochure into the hands of the right people. The
gquantity of brochures you produce should be dependent

on some projected usage factor or distribution pian. Depending
on your product or service and the target marketsvouhavoe
defined for it, you may want to consider onc or sceveral ol the

tollowing potential distributionchannels:
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bulk or individual mailing to
prospective or past customers

government or association tourist information

centres

hotel and restaurant lobby areas where your
potential custonmers may congregate

club, association or other group functions
t hat woul d have a good cross-section of your
mar ket

public events, fairs and festivals

transportation centres such as airports and
train stations

travel agencies, tour whol esal ers and ot her
travel influences

In travel agency mailings of brochures, include a covering
letter or a card giving comm ssion rates,WATSline nunbers

and other information required by the agent but not included in
the brochure. Encl ose a return, addressed re-order card.

Perhaps nost inportantly, wuse vour brochure to answer direct
inquiries about your product or service and in your direct
sales activities, which wil! be discussed 1h the next sect jon.

Use your well-designed brochure to introduce your property to

companies, travel agents and other potential sources of
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busi ness. Make your brochure work for you by getting it into
as many locations as possible that. are likely to involve your
target audi ence. Be careful not to over—distribute or waste
your brochures though. Make inquiries as to how many each
agency or location would likely use and supply only that
anmount . Past vol unes of’ business fromthat source is a good
i ndi cati on of how many brochures should be stocked. Renmenber
that you can always provide nore if they should run out.

The brochure is a very versatile sales tool that can be very
cost—effective. That is why it is so inmportant that your brochure
be wel | produced. It may be the only way a potential custoner

has of evaluating your property as a possible place to visit.
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MCDULE 9

DI RECT SELLING SALES PROMOTI ON, PUBLI C RELATI ONS AND GUEST RELATI ONS

1. THE | MPORTANCE OF | MAGE

Medi a advertising is only one nethod of selling your tourism
product or service. Al t hough you create an image wth your
advertising, each conponent of your marketing mx wll and
should contribute to this inage. Al elements of your marketing
program should contribute to the total image of your product.

Marketing is a continuous process and in the tourismindustry

is vitally inmportant that you take advantage of every

opportunity to create and reinforce the positive inmge you have
devel oped. The sal es process does not stop when your client

pays for this ticket or walks in the door of your facility. They
must be constantly reinforced in their tourism product choice,

on your facilities and services. Qpportunities will also

exist in the process to get themto spend nore tinme and noney

and very inportantly, to get themto come back or to reconmmrend
your product to their friends.

2. DI RECT OR PERSONAL SELLI NG

Personal Selling

It is extrenely inportant in the tourism industry to recognize the
val ue of personal selling. There IS NO better way of securing
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business than by coming right. out and asking for it. Per sona
selling is direct, person-to-person conmmunication and therefore
can be very effective. It may be a personal visit to soneone’s
office or internal personal selling to guests or potentia
guests. Direct two-way comuni cation allows you to respond to
the contact’s particular interests and desires, to clarify
questions or to expand on the benefits of your operation. A
probl em foreseen or an objection raised by that person can be
di scussed and overcone inmedi ately. Personal selling gives you
a greater chance for imediate and definite business.

Al t hough personal or direct selling is only one aspect of the
entire concept of marketing, it can be a very effective form of
pronoting your products and services.

As with all other aspects of good marketing it is inportant to
develop a direct sales plan so that you can direct your efforts
to those areas which are likely to give you the best results.

Al 'though direct selling is a very effective marketing tool, it
is also time—consunm ng and costly and therefore should be
carefully focused.

Because of the cost involved in making a sales call, in the
tourism industry personal selling is generally utilized for
one of the follow ng purposes:

selling group business
sel 1 ing to wholesalers and travel

i nfluencers who will become additional
sales agents for your product or service
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If your marketing plan includes these target groups and
agencies in its target markets then you will likely want to
consi der sone form of direct sales program

O her than direct selling to the travel trade, nost direct
selling efforts are likely to be directed to conference, neeting
and convention organi zers, and to clubs and associ ati ons.

In planning your sales efforts, identify those groups or
agenci es which appear to be the best prospects and project the
type or volume of sales you would hope to generate from them

Leads are the starting point. The best prospects are your
past custoners. They already know your operation and are |ess
expensive to reach. Hopefully they were satisfied and wil |
consi der com ng agai n. They may al ready have reconmended vou
to others and their endorsenent will carry a |lot of weight.

In addition to your past custoners, other |ead resources include:
| ocal firms and organi zations

past enquiries and cancellations
announcenents in the nedia

B~ w e

travel agents and tour operators selling your
kind of product and trips to your area. Tal k
to know edgeabl e people in your |ocal travel
associ ation, governnent travel office and in
the travel trade

Have a | ead recording system - on cards or sales call reports,
set up so the card is brought up on a curry-forward date. Sales
call reports should record cent.ac,t person, financial ability,

l'i kely ambunt and type of business, special requirenents and
past response to sales pitch.
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Have a carefully devel oped plan for each type of sales call

Your presentation should be snooth, |ogical and cover key

poi nt s. The presentation nmust appeal to the self-interest

of the recipient -- personalize it and relate it to his problens,
concerns and needs.

Be sensitive as to when to talk, when to |isten, when to push,
when to back off, when to speed up or slow down, when to bring
hi m back to the topic and when to wap up. Summari ze the key
points of the discussion and then ASK FOR A COW TMENT. If he
is not ready to buy, get himto agree to visit your facility, or
to agree to a date when you will get back to himfor a decision.

Wiere a prospect is indecisive, avoid asking for a decision and
i nstead proceed on the assunption that he is agreeing. Suggest
you draw up the contract. | f necessary, indicate that a great
demand exists and an inmedi ate deci sion would protect the space
for him

Once the sale has been nade, brief your staff about the client
and his needs in advance of his arrival. Check with him during
his stay to see if everything is alright, and then contact

him afterwards to see if his neeting or stay was successful, and
di scuss future business possibilities.

Internal Selling

Internal selling includes the direct sales efforts of you and
your staff when the customer is visiting your property or on
your tour.

Personal selling does not conclude when you book a client. It.
i ncludes your staff's daily effort to encourage guests to spend
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more, to order that. delicious cheesecake, to purchase the

better room to stay one day longer or to eat in your restaurant.
Your guests will enjoy thenselves that nuch nore, will return,
and will recomrend your operation to their friends. Your sales-
oriented staff can make the difference between merely breaking-
even or achieving your profit objectives. Your guests have

arrived knowing they will spend noney but how nuch they spend
and what they spend it on depends to sone degree on the attitudes
of your staff. Use your staff as inportant extensions to your

sal es team

Teach your staff to use effective sal es nessages. "We have

a lovely secluded cabin on the waterfront” can work wonders
conpared to, our doubles start at $22 in the notel, $26 for

the waterfront units and $32 for the cabins”. [t is inportant
to describe roons by their attributes, not by their rates.

The initial contact of your clients with your staff wll largely
contribute to the image that the custonmer wll have of your
facility or service.

Your enployees might not realize the effect that they have on
sal es. It is up to you to give themdirection. You shoul d
have an on-going program to encourage your staff to be good
sal espeopl e. Your staff should be well versed in your product

and its facilities. If it is a hotel property, they need to
know every style of room your conmunity and its restaurants,
entertainnent, recreation and transportation facilities. St af f

should be able to assist guests in conpleting travel and
vacation plans.

Tel ephone selling by you, your sales nmanager and other nenbers
of your staff is also a very inportant form of direct sales.
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Youcan use the tel ephone to nake initial contact and set up

an appointnent for a sales call, to followup |eads or sales
calls and to make “cold calls” on people who if properly

sold will end up becom ng a custoner. Be friendly, courteous
and sal es-oriented when you or your staff talk to people on the
t el ephone about your product or services. A friendly, positive
approach can go a long way to developing or solidifying a

sal e and i n enhanci ng your image.

3. SALES PROMOTION

Most sales pronotion prograns in tourismare directed at the
travel trade, and we will deal with these later in this course.
Neverthel ess, there are sone sales pronotion itens that can
remnd or reinforce your general custoners of your products or

servi ce. Sone consuner-oriented sales pronotion approaches m ght
i ncl ude:

1. posters or tent cards on-premnise

2. coupons for discounts and free gifts

3. premuns/novelties - matches, placemats, souvenirs

4. contests

5. consuner travel shows

6. ads in prograns of a local theatre or sports

facility

1. exhibits in shopping nalls, hotels, airports, and
ot her appropriate public places.

Sales pronotions are usually used in conmbination with advertising
or direct selling (e.g., discount coupon on a direct mailing).

An effective utilization of sales pronotion itens in your direct
sal es canpaign mght. be, for exanple, to leave sonmething with the
potential group leader that. will remind him her of your product
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(e.g., a golf or tennis ball with the logo otf your resort hote
on it).

Sales pronotion itens (such as souvenir itens) can do additiona
work for you too when they becone part of the package you
deliver. A fishing hat representing your |odge may be worn
again and again by your customer and will invite questions

that may end up in sales referrals.

What ever sales pronotion tools you develop to sell your product,
be sure that they are done in good taste and are representative
of your product inage. G mm cky or novelty itenms may create
negative inpressions as well if they are not consistent wth
the i mage you want to portray.

4. PUBLIC RELATIONS AND PUBLICITY

Public relations relates to your total comunication effort wth
your guests or potential guests. Publicity is ainmed at achieving
mention of your property from a nedia source.

By becom ng involved with the affairs of the community you can
mai ntain and inprove the imge of your operation. For exanpl e,
vou can contribute to the education ofhospitality students

by hiring these students, speaking in their classes or even par-
ticipating in the awards prograns. Becone involved with local
busi ness, hospitality industry and charitable association
prograns and sem nars. In order for your program to be
effective, it has to be well thought out and planned in
conjunction wth your other marketing efforts.
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Since your public relations and publicity efforts will be so
visible and nay create inpressions anong |arge nunbers of
potential custoners, it is even nore vitally inportant that
these efforts be properly planned and concei ved.

Publicity is one way of keeping your name on view w thout
costly advertisenents. However, it will take creative thought
and tinme to get results. A news itemw th a photograph is nore
effective.

| ssue press releases, wite letters to the editor and get
coverage of “happenings” at or involving your product or service.
No one is interested in trivia or ginmm cks. Keep to newsworthy
items and information of interest to the comunity. Devel op a
good working relationship with the newspapers and radi o stations.
Di scuss their press release requirenents beforehand and present
your releases to themin the proper format.

A good starting point in developing a publicity and public
relations plan is to define the audience or audiences you want
to reach. For exanple, you may feel that coverage of your
product and image devel opnent will be useful to you in another
community and should therefore plan to logically approach this
mar ket in sonme appropriate fashion.

In sone cases the audience will be geographically dispersed but
honogeneous in interest. For exanple, a sports magazi ne may
agree to print an article on your new |odge or adventure trave
product and by doing so reach a broad geographic cross—section
of peopl e.

Once vou have defined who you want to reach to create that
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positive inpression of your business, you must identify what
vehicles may be available to reach this group. One of the great

t hi ngs about an aggressive and wel | -devel oped public relations plan
is that you can get trenendous free or |ow cost pronotional

m | eage out of one article or public appearance. It is a

known fact that positive things said by others about your

product will be nmuch nore believable and credi ble than those

sane positive things said by yourself. One conplenentary trip

to your lodge by a travel witer, for exanple, can earn you

t housands of dollars in free publicity.

Careful planning will ensure you of good pronotional reach through
obtaining free publicity. Any kind of newsworthy information

is likely to be published if it is provided in the right form

to the nedia. It is inportant to establish personal contact. with
the | ocal and trade nedi a. You will probably find them anenabl e
to cooperating.

Sonme suggestions for obtaining publicity through the nedia
i ncl ude:

1. giving interviews; being the |ocal expert
2. stagi ng special events

3. spot news

4, scheduled news, i.e. , a new manager, new service

O her nmethods of publicizing your product and obtaining good
public relations are to attend neetings as a guest speaker,
participate in special events and donate pronotional itens to
speci al events.
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Use press rel eases, prepared in advance and distributed sinul-
taneously to the target nedia but keep them short, punchy and
factual . Date the release, type it double spaced on one side

of one page, include your nane and address at the top and

i nclude a sub-heading (not a major heading). The first

par agr aph shoul d gi ve a synopsis. Fold it with the print on

the outside and deliver it to your local or regional nedia who
will appreciate that the work has been done for them and thus may
be inclined to print what you have provided verbatum

Community and customer public relations are very inportant too.
The local community and your guests are not only a source

of business directly, but they are a source of recomendations
and referrals.

Sonme determ nants of good public relations within this venue are:

proper and friendly conduct of your business

| ocal advertising

t el ephone manner

staff courtesy and friendliness

menbership in service clubs and community groups
free use of facilities for worthy causes

N o~ W e

interest in local features, attractions and
hi story

8. personal <calls on I|ocal businesses and community
| eaders

9. supplies and services purchased locally
10. cooperation with |local authorities.

There are nmany specialized public relations and publicity
agenci es avai lable today who make it their .Job to assist people
in planning their public. relations efforts. [If your budget is
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small and your product relatively straight-forward, a well-

pl anned effort delivered by you and your staff may achieve

the sane results as enploying a public relations agency. On

the other hand, if your product or service is the kind that I|ends
itself to a substantial public relations effort, or if you are

| aunching a new product or opening a new facility, a good

public relations firm could assist you in making the nost of

this opportunity.

These firnms generally receive their conpensation on a fee-for-
service basis so that you can decide in advance if it is worth
the expense. |

5.  GUEST RELATIONS AND HOSPI TALITY TRAI NI NG

Your staff are often your best asset. They wel cone guests

to your property or tour and ensure that their needs and wants

are satisfied. Since the tourismindustry is largely a “people

busi ness”, the attitudes and services of your staff will be |ong
remenbered by your custonmer and will likely form lasting inpressions
of your facility or service. Your staff may be bringing guests

back or they could be costing you sales through |oss of repeat

busi ness. This is the seventh “P” in the nmarketing mix, "people'.

Sell your property through the attitude shown toward your
guests. Have your staff |ook for the needs that can be
satisfied before the quests have to ask. Your guests have
probably paid a substantial anmount of noney for your product
or service; be sure that they get their noney’ s worth.

The attitude of the staff is often a reflection of the attitude
you di splay as the manager. This is especially true in a small
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property where the owner/manager works very closely with the
staff. For exanple, staff may see you walk up to a guest with a
big smle, shake hands and say “H, how are you enjoying
yoursel f? Everything okay? It’s nice to have you here, M.

Jones!" |If your enployees are not as friendly or as hel pful
as you think they should be, have a | ook at your own attitude.
They may be taking tips from your behaviour. If you don’t feel

confortabl e in approaching and wel com ng guests or do not

make the effort to learn their nanes, how can you expect it

of your staff? Make your staff feel like they are an inportant
part of your business and they will likely act that way.

Poor staff attitude toward custoners can be a trenendous

deficit in your business and one that you may not easily recover
from Good guest relations starts with hiring the right people
for the jobs. Al t hough the people available to work in your
touri sm busi ness may be inexperienced or |ack specific training,
sone good pointed screening questions should draw out what their
attitudes are likely to be in dealing with your custoners.

Hospitality training has also become an inportant consideration
in the tourismindustry in the devel opnment of sound, positive
attitudes in staff and in inproving guest relations.

Prograns are avail able through the federal and other provincial
governnents, as well as fromindustry and trade associ ations.
These prograns are generally designed for a variety of staff

| evel s from guides and other service staff to m ddl e nmanagers
and owners.

Sonme of these courses may involve sending your enployees or

A I

yourself on a 2-3 week condensed program but nmany can be delivered
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i n-house by using material and information readily avail able
for this purpose.

A small anount of hospitality training can go a long way towards
inmproving the attitude of the people that will likely come into

contact with your customers the nost frequently.

6. SALES PLANNI NG AND MANAGEMENT

If you are a smaller tourismoperator with only one or two enpl oyees,
then you are likely to do your own sal es managenent and |ay out
your own sales plans and efforts. I n | arger organizations or for

regional tourism marketing, you may want to hire a sal es nmanager
to spear-head your sales efforts.

What ever your approach, it will be of inmeasurable value to
develop a sales plan to work fromand to direct these sales efforts
within the overall marketing objective of your organization.

It is generally a good idea for the people delivering the plan

to develop it but you, as owners, nust approve its overal
approach and direction.

Managi ng your conpany’s sales in the tourismindustry is not
an easy task since there are so many factors which can affect
the final outconme of your sales program As in any other type
of sales, it is vital to set sales objectives for a specified
period in time and to provide sone form of incentive to sales
staff so that they have a specific goal to strive for. Sal es
results can then be nonitored regularly and sales efforts

adj usted accordi ngly. Li ke any other plan, your sales plan
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shoul d be goal -oriented but flexible enough to react to new
opportunities (e.g., a conpetitor closing down).

As it is often difficult to neasure the results of your

sales efforts, it is equally difficult to neasure the effective-
ness of your sales or public relations staff. The best measurement
will be your “cash register” in the long run, but in the shorte
termthe type and attitude of custoners you are getting and the

i npressions they are given of your product or service will provide
a thernoneter on how your sales and public relations staff are
approaching their work.

If a sales person is not working out, do not l|eave the situation
l ong without correcting it, since the damage he/she can create
may take a long tine to repair.

It is inportant to provide financial awards and recognition to
your sales staff, and to other enployees as well, for performng
to or exceeding your expectations. Commissions, bonuses and

awards can all be very effective notivating tools, as long as
they are admnistered fairly and consistently.
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MODULE 10

TRAVEL TRADE NMARKETI NG

1. DIRECT SELLING TO THE TRAVEL TRADE

The travel trade plays an inportant role today in the marketing
of tourism products. Tour operators, tour wholesalers and

travel agents are often referred to as travel influencers in that
they can take your product and sell it to custoners that you may
never be able to reach on your own.

However, since these travel internediaries also deal in a |arge
nunber and broad variety of travel products, they can and nust be
very selective in the travel products they decide to represent.
Because of their position in the industry, t hese agents and
operators can have a disproportionate |level of influence on the
wor ki ngs of the system and on the success of many tourism
products. Hence, nost tourism operators attenpt to have their
products represented in sone fashion in the trade, whether the
product is a hotel, attraction or service facility. That is why
nost direct selling efforts in tourismare directed towards the
travel trade - to inform them about your product and to encourage
themto represent or sell your product instead of sonone elses.

To understand how to approach these travel internediaries, it is
useful to exam ne how they fit into the travel sales distribution
system Exhi bit 15 on page 170 summarizes the position of each
in the system
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Qoviously, the travel agent can play an inportant role in any
travel sales system Al t hough travel agents generally may not
be effective in selling, they nust be able to respond to an
enqui ry about your product. If they are not aware of its

exi stence and do not have any information to give out on your
product, an opportunity is |ost.

Most travel suppliers find dealing with travel agents a very
frustrating process. Travel agents are inundated with a nyriad
of products, mailings, sales calls, product presentations and
other solicitations, and they still have to spend |ong hours
dealing with their clients. As a result, they are rarely very
interested in or responsive to solicitations. They are also

fickle. If your product gives them a problem at any tine, they
may reconmend against it. Do a good job and they are indifferent-
make a mstake and they will cut you off. Nevert hel ess, they

have to know vou exist and what your main attractions are, and
t hey have to have your brochures.

Pronotional efforts directed at the travel trade generally fall
into the foll owi ng categories:

1. salescalls on travel agency staff and tour operator
managenent (rmake an appoi ntnent),

2. receptions and presentations to |aunch new products,
a new season’s products or to educate agents,

3. educational semnars (hold them on the agent’s
prenmises - before 9:00 a.m, if possible),

4. famliarization trips (make sure you control the
invitations and qualify your agents),

5. trade shows,

6. cooperative selling and pronotion progranms wth

tour operators and airlines,
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8. direct mail (new brochures, special offers, etc.).

If you are planning a famliarization trip, remenber that it is
expensive and you are dealing with only a small group of agents.
Some pointers to follow should include:

1. get financial support from conplenmentary suppliers,
airlines and governnent,

2. sel ect the participants carefully, based on the
past and future business potential. Do not be
bullied by agents or airline people,

3. plan your itinerary carefully. Keep up the pace
but do not pack too nuch in. Al'l ow sone tinme off,

4. Do a product presentation at sone point,

Do not make it free - charge $50 to $200, dependi ng
on the nunber of days involved,

6. follow up by calling on the agents later - ask for
t heir business.

Sal es support activities directed at the travel trade can be
useful forms of pronotion. |n travel, the brochure is the primry
i nstrunent of sales support and because of its inportance, it

has been dealt with separately. (Qher types of sales support
materials such as posters and counter cards nmay also assist in

mai ntai ning a good awareness of your product.

Public relations activities are nornmally directed at the travel

trade to gain their attention and support. P.R activities
m ght include receptions, special events, “pews” releases, etc.
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2. TRAVEL TRADE SHOAS AND NMARKETPLACES

A tremendous anount of travel selling today takes place directly

at trade everits and marketpl aces. These are sales events organi zed
by either the trade organi zations thenselves or by governnent

and other travel service departnents.

Your federal and provincial departnent will usually have a

listing of the major shows available in the markets that you have
sel ected. These group events are designed to provide travel
suppliers and travel internediaries with an opportunity to exam ne
each others’ offering and to see what new opportunities are avail -
able in the marketplace. Tours operators, for exanple, often use
t hese types of venues to incorporate new products into their tour
prograns or to devel op new tour packages around interesting new
travel products.

Since these travel trade shows and narketplaces can be a very
cost—effective nmeans of reaching your target markets, they are
wort hwhil e investigating on a selective basis. If you decide to
participate, you should go equipped with appropriate sales
pronotional tools, such as a product visual display, brochures,
posters and price charts. As well, you nust be prepared to do
busi ness and di scuss conmi ssions, discounts and travel arrange-
ments with potential travel mddle nen who attend these events.

Some advice from your local tourist office should be sought on

travel shows that mght be suitable for your travel product (e.qg.
what sport shows for fishing or hunting |odges).
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3. ADVERTI SING TO THE TRAVEL TRADE

As in consuner advertising, a variety of advertising vehicles
are available for reaching these internediaries. Many journals,
magazi nes and other types of trade publications are available on
a national, international and regional basis.

In deciding whether you have a product or service that is worth-
whil e advertising in a travel trade publication, you nust do a
cost-benefit conparison, sjince advertisenents of this nature can
often be costly. As well, advertising alone to the travel trade
may not be effective unless it is supported by sone direct sales
activities, such as participation in travel trade shows or direct
sales calls.

As discussed, travel agencies receive a plethora of travel infornma-
tion at their offices but also do subscribe to and read the

magazi nes and journals directed to them Canadi an Travel News,

for exanple, is a colourful, well-read publication that is useful

in presenting new products and ideas to these agents. An advertise-
ment on your product in this type of publication nmay prove effective
in bringing the uniqueness of your product to their attention. O her
wel | —-read, trade publications include the CTM Travel Wekly,

Canadi an Travel Press and Agent West.

Travel agents and whol esalers often have their own magazi nes and
publications which will accept advertising. Oten the best way
to approach this type of advertising opportunity, if that is a
mar ket you want to pursue, is on a cooperative basis wth other
suppliers or in conjunction with the travel agents or tour
operators who will carry your product.
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4. COOPERATI VE AND CONTRA PROMOTI ONS W TH THE TRAVEL TRADE

In the travel industry and particularly within the travel trade,
there are nmany opportunities for joint or cooperative pronotion.
For exanple, a tour operator may decide to carry your product

or service and launch a major pronotional canpaign in markets
that he/she feels would be good prospects. You may be invited
to participate and contribute to their effort financially as

wel |l as through the provision of brochures and support materials
for their sales efforts. Your decision on whether to participate
wi |l depend on how productive you think this tour operator can
be for your product (i.e., how rmuch he will sell). This type of
cooperative advertising, because it provides expanded pronotiona
resources, can provide good opportunities to pronote your product
in areas you mght never be able to afford to penetrate on your
own.

Be | eery, however, of participating too quickly w thout first

i nvestigating your potential cooperative partner’s reputation
and success | evel. Many young, inexperienced tourism operators
have been known to throw pronotional dollars out the door or

fi nance soneone elses canpaign by not first checking on the
credentials of your ‘partner’ before agreeing to cooperate.

5. CONTRACTI NG _AND BLOCKI NG SPACE

To ensure that they will have a sufficient anpbunt of space or
product to sell once it is included in a program the conmon
practice in the travel trade is to contract or block space.
Whet her your involvenment is with a tour operator, whol esaler
or travel agent, they will require some assurance that you can
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guarantee the space or product before they venture into a
pronotional effort.

Space is normaly booked through negotiations between suppliers
and travel mddle nmen after nuch discussion about what they are

likely to sell. The common practice is for anyone representing
your product in this way to request nore space than they actually

are likely to sell, until they have had an opportunity to test
the market for your product.

To ensure that you are not bl ocking space unreasonably and fore-
goi ng any other potential sales by holding the space for an

operator or wholesaler, it is normal to request advance deposits
as you approach the blocked date. Since travel is a disposable
product which cannot be inventoried to sell later, cautious

practices in blocking and contracting space are advised. A

25% deposit to confirman agent’s sincerity in selling your product
is reasonabl e and cancell ation insurance prograns can assist to
ensure that nobody |oses in the exercise.

It is a good idea to take a cautious or prudent approach when

dealing with the travel trade in product contracting.

6. TOUR OPERATORS

Your do not use a tour operator, he uses you. As a result, you
will have to provide himw th a product when he wants it, usually
in your peak season. However, he will also likely take sone

of f-season space as well if encouraged to do so and if your price

concessi ons are gener ous.
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Tour operators broaden your marketing effort substantially,
and they carry the costs of the marketing. A good tour
operator can give you business in a steady stream over tine.

A tour operator needs his own markup, in addition to the

10% or nore he has to pay the travel agent. He will get it by
bei ng agressive with you in obtaining the |owest possible net
price, so sharpen your pencil.

The quality of the tour operator you deal with is nost critical.
Check him out with other suppliers. Many are unreliable, fly-by-
ni ght operators, others are inept, sone get thenselves over-
extended with product and noney. Do not forget that he has
little at risk. It is the supplier who has his space tied up.

It has been found that, on average, tour operators wll generate
from 25% - 45% of the business they say they will get. Some

fail altogether; a few neet their expectations and the rest

fall in between.

The tour operator collects his noney in advance from his
customers, but he will pay you after the fact. | nsi st on an
early paynent procedure, i.e. , 15 days but not nore than 30 days.

Do not tie up nore than about 30% - 40% of your space wi th tour
operators in any given season. Gt herwi se, you could be in
trouble if one or two pull out and the others perform poorly.
Do not becone dependent on them
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CASE #1

PREPARATI ON OF A MARKETI NG PLAN FOR
THE RANKIN | NLET LODGE/ PTARM GAN | NN

SCENARI O

The lodge/inn in which we are today requires a |long term narketing
plan. You are a tourism consultant from Toronto and you have just
stepped off of the plane, having been hired by the Lodge/lnn, by

letter , to prepare such a plan. So far, you have little information

at hand, just what you have read on the Northwest Territories in a
general tourisminformation package sent to you by the Territoria
gover nment .

Your client has expressed a concern that he is not getting as nuch
busi ness as he should be, especially in the shoul der seasons. He

doesn’'t feel he can afford to spend very nuch nobney on consultants
or, in fact, on a mgjor advertising program

TASKS

1. Prepare a brief situation analysis on the Rankin
Inlet Lodge/Ptarmigan Inn, identifying only the key,
salient information.

2. ldentify potential new target markets for the |odge/inn

3. Prepare a brief marketing plan, identifying:

a) Target Markets Selected (with reasons for their
sel ection)
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b) Product Strategy for each target narket
c) Sales (bjectives for the first year.

NB Background data on the Rankin Inlet Lodge/Ptarmgan Inn will be
assenbled and provided at the seminar prior to this case
bei ng undert aken.
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CASE #2

PRI CI NG A PROPERTY: THE CONCORDE HOTEL

This case is described in the text of this manual, in Mdul e 4,
pages 58 to 94 . The semi nar will go through this case in detail,
as a group.
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CASE #3

PACKAG NG A W LDERNESS EXCURSI ON PRODUCT

SCENARI O

Recogni zing the potential demand for w | derness adventure products
and the variety of activities and natural resources avail able

within his region, Ted Schreyer decided to exanmine the possibilities
of developing a whitewater canoeing or rafting package that he

could market to people who were seeking such an adventure in the

nort h.

Having lived his whole [ife in the Cty of Yellowfork Ted felt
that he would have a solid base of operation from which to connect
his nore renote w | derness packages with the popul ation centres

of the south.

Bei ng inexperienced in this type of business, Ted sought the advice
of the tourist zone association manager for the devel opnent and

mar keting of his tour package. The nmanager provided Ted with a
basic outline of the things he should consider in devel oping the
package as foll ows.

1. Decide who your nmarket is likely to be and what type
of services/product they are likely to want.

2. Decide who your conpetitors would be and how you can
conpete effectively.
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3. Deci de what conponents you can feasibly and logically
include in your package and who your main suppliers wll
be.

4. Contact conplenentary product suppliers to find out a) their
| evel of interest; b) what services and prices they can
of fer you.

5. Price out your package.

6. Lay out a plan for pronoting your program

7. Devel op your package and “Go for it”.

The nmanager al so assisted Ted by helping himlay out the follow ng
i nformation:

at least 3 major rivers existed within an hour’s flying
time of Yellowfork that were suitable for white water

canoei ng and/or rafting.

there were two air charter operations in town that could
transfer groups of up to 10 people in one flight.

Yellowfork has 3 hotels with two offering full nea
servi ce.

e Ted anticipated that start—up capital costs for equipnent
woul d be about $30,000 for canoes and rafts and tents that

coul d accommodate 3 groups of 10 each at a tine.

he al so investigated simlar packages offered in other parts
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of Canada and found that the w | derness adventure nmarket
general ly wanted excursions of 7 - 10 days, exclusive of

air travel to and fromthe start-off point.

He decided to Iimt his package offering initially to
10-day white water canoeing and 7-day white water rafting
excursi ons.

He thought his primary market was likely to be people from
the four major population centres that were within a 2 hour
flight of Yellowfork.

QUESTI ONS

1. Design one or nore packaged product(s) for Ted, describing
all their main features.

2. Describe the seasonal schedul e of departures.
3. Describe the pricing analysis and prices to be used.
4. Describe, in general terns, the follow ng:

a) target nmarkets

b) channels of distribution to be used
c) main marketing activities
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TOUR PACKAG NG FACT SHEET (Case #3)

Airfare Ednonton to Yellowfork $250. Arrives at 2:00 p.m,

Loca

departs sout hbound at
3:00 p.m

| air carrier rates:

3 passengers (185) $1.65 per mle
10 passengers (Qter) $3.20 per mle

D stance from Yellowfork to drop-off point is 85 mles and to
pi ck-up poi nt

Hot e

is 114 ml es.

| rates in Yellowfork are:

Best Hotel (The Ritz) - $75/night, double (Discount 20%

Moder at e

Cheap (F

e QUi de Fees -

.Travel

Tour

agent

oper at or

(M ddl e—of - Road motel) - $50/night, includes breakfast
(Di scount 15%

| op—House) Hotel - $35/night, no neal s (Piscount-None)

$75/day (1 guide required per 5 people)

comm ssion - 10%

comm ssion - 20%
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CASE #4

DEVELOPI NG A REG ONAL ADVERTI SI NG AND PROVOTI ONAL PLAN

SCENARI O

A regional association of tourism operators has decided to enbark on
a major marketing effort for their region. To acconplish this

t hey have been able to raise a total sum of $25, 000. The | oca
governnment has agreed to match their funds. The one nmarketing
effort of any significance that this organization has undertaken

to date has been the production of a black and white, office-copied
listing of regional attractions and facilities and a brief
description of the regional tourism anenities that reads as follows:

“A region that abounds with nature in its rugged
Precanbrian shield parks, its many freshwater |akes
suitable for fishing, boating and sone for diving, and
its many rivers that are ideal for canoeing and sone for
white-water rafting.

Qur region is now devel oped where we can offer the visitor

a variety of accommodations from our 23 famly resorts
offering everything from |ight housekeeping to full-service
Anerican Plan service, to our 6 fly-in fishing |odges that
offer trenmendous trout, pickerel and snall-nmouth bass fishing.

For those who prefer a nore devel oped area the Witeshore
Provincial Park area of our region offers golf, horse

packing, riding, tennis and boat rental facilities as well
as a premer resort facility at Eagle Lake which can cater
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TASKS

to groups and conventions.

The shores of our largest |ake, Lake Athabisquit, also offers
beauti ful sandy beaches for cottaging and public facilities
that are within a 2 hour drive of a major population centre
of 600, 000 peopl e. In fact, our entire region's facilities
are probably within a 2-3 hour drive or short flight by
charter aircraft of this major centre.

W feel we have everything the vacationer can possibly ask
for, except large noisy cities. Qur nunmerous snall towns
provide anple services for our visitors without the hustle
of traffic and crowds.

Conme spend your vacation with us and see what we can offer you”

To devel op a conprehensive advertising and pronotional plan for
this associ ati on. El enents of the plan are to include:

1. Devel opnent of an advertising plan and budget.
sel ection of nedial/preparation of nedia plan
deci sion on usage of outside agencies
preparation of one advertisenent
means of measuring effectiveness of advertising
pr ogr am

2. Devel opnent of a brochure.
deci sion on type/style of brochure
| ay-out and content of brochure
decision on distribution techniques
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3. Sales promotion and public

relations plan

- direct sales program to be utilized
- public relations program
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