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1. INTRODUCTION

“You mean you can really drive to the Arctic, sounds like a winner
whats' there to do when you get there?"l

Despite his total lack of knowledge of the Western Arctic this

gentlemen succinctly summed up the region - its product (the
Arctic), its potential (a winner) and yes its problem - {(whatto

do when you get there?).

The Western Arctic has product. And while it too easily conjures
up adjectives like “unique”, “diverse”, “world-class” and

“pristine” 1t does offer:

o

the only public highway to the Arctic - with a short flight to
the Arctic Ocean;

@]

diversity of cultures, 1including all 3 native cultures as
well;

@]

diversity of scenery, including mountains, a major Canadian
river and delta, barren lands and ocean coastline;

o world-class adventure such as wildlife observation on Banks
Island, canoeing the Firth River, photography on Herschel
Island, contacting native culture in Fort Good Hope and
Paulatuk and trophy fishing on Great Bear Lake; and

o pristine wilderness, Richardson Mountains, Northern Banks
Island and Anderson River.
It would also seem to be a winner. In recent years and especially

the 1987 season growth rates in most market segments achieved
astonishing high levels.

Leading the increase in visitation and in revenues was the stellar
performance in the recreational vehicle segment which grew by
approximately 60% over 1986. Improved conditions on the Dempster

7Q§>
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Highway, the affects of the N. W. T./Yukon pavilions at Expo ’86,
improved maps and promotion brought unprecedent numbers of
vehicles to Inuvik. This growth also led to phenomenal increases
in flightseeing, particularly to Tuktoyaktuk and Aklavik.
Although the projected “tourism crisis” did not materialize in
1987, campgrounds were frequently filled to near capacity and
retail outlets benefited.

More specifically tourism came into its own as an industry.
Tuktoyaktuk was not exposed to the normal 100 tourists but instead
1,500 and Aklavik which knew very little of tourism saw 800 pass
through the community. The growth was also part of a new and
powerful trend towards adventure travel. While this rapidly
emerging tourism segment has been experiencing 20% growth in the
south for the past 5 years these markets are only starting to
discover the north where similar growth rates are evident in the
Yukon, Dawson City and Alaska. The particular element of the
adventure traveller that is most appropriate to the Western Arctic
is the casual category and particularly those that are
recreational vehicle operators. This segment will continue to
drive volume growth in the Western Arctic over the next 5 to 7
years.

Finally there is the issue of “what is there to do when you get
there?"2 At this time there are not enough activities and
products to meet the demands of the markets. Consequently one of
the objectives of this document is to indicate what can be done to
satisfy existing markets as well as continue to attract new
customers. The Master Plan has also gone beyond the simple
identification:of development opportunities, based on perceived
market demand,” and provided on site, hands-on information on how
to develop product.

‘,\’.’
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The tourists will continue to come in great numbers despite what
happens in terms of marketing and product development over the
next 5 years. What this study addresses is the long term via- ,
bil ity of a healthy tourism industry for the region based on
qualified and quality tourism development.

This will require extensive:

private/public capital investment;
realistic and targeted marketing;
extensive hospitality training;

O O o o

ongoing technical assistance in terms of product development
and marketing; and

o commitment by the government, WAVA and the private sector.

These final five points have been described in great detail in
virtually every Regional Master Plan to be produced in the
Northwest Territories. There is no need to go into further detail
other than to underline that where the requirements have been met,

such as in the Baffin and the Keewatin regions, real growth has
been realized.

If that commitment is shown, the economic impacts will be many

times greater than those two regions (Baffin, Keewatin) combined.

The Western Arctic can become the number one tourism region in the
Northwest Territories. Overall investment in this area will yield
a greater return” than in other regions and monies, particular
government expenditures to defray construction and start-up costs
will be paid back many times as the industry continues to grow.

METHODOLOGY

The Action Research Approach

The study was characterized by an action research approach that Q:
placed emphasis on: Q§:§
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0 providing ongoing technical assistance to operators throughout
the region in terms of:

product design

product strategy

marketing advice

pricing;

o0 meeting with wholesalers who were interested in selling the
Western Arctic; and

o responding directly to requests by steering committee, Economic
Development and Tourism and WAYA members. This has included
everything from attending the regional economic conferences to
having articles in trade magazines.

The purpose of the approach was to:

o heighten the level of tourism industry understanding at the
operator level where it is most important;

0 assist the operators with their basic concerns about product
development and marketing;

o accelerate the rate of product development in order to respond
to the immediate growing demand and interest in the region;

O create a positive atmosphere for tourism development and
elevate’ the status of the industry in a region that has been
dependent on oil and gas for so many years; and

o establish a base of information at the operator and wholesaler
level that will support the industry during the ongoing
implementation “of the study.

During the process there were substantial changes in the regional
tourism industry that are directly and indirectly a result of this

action research approach. Itresulted in:

o greater involvement by Mmany operators in WAVA and the regional
travel industry;
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0 a basic core of operators that could respond to many of the

existing demands of travelers to the Western Arctic;

o approximately one dozen wholesalers who are preparing to put

tourists into the region by 1988; and

o a confidence in a number of operators that can count on tech-

nical assistance to assist them in the growth and promotion of
their product.

The Steps

1. Development of Community Awareness

Initial meetings were held in 12 Western Arctic communities in
the fall of 1986 to heighten community awareness and to intro-

duce each community to the opportunities offered by tourism
development.

2. Inventory and Analysis of Resources

3.

An inventory of all existing and potential resources was com-
pleted. The inventory included the natural, cultural, histor-
ical, community, and human resources of the overall Western
Arctic region and each community. In addition, the interest of
each community in tourist development was assessed. At this
stage, the study team identified the urgent need for technical
assistance with individual operators.

Assessment of Markets

Existing and potential target markets were assessed, markets
were classified by activity segment. The market analysis was
based on a detailed review of the literature, consultations
with government officials and in depth interviews with private

operators in southern and northern Canada.

&
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4. Assessment of Community Carrying Capacity and Product/

Market Matching

Existing tourism-related resources and the ability of commun-
ities to accommodate tourism growth (community carrying cap-
acity) were matched with existing and potential markets.
Matching potential products and markets provided a preliminary
estimate of tourism visitation as well as potential development
opportunities.

. Selection of Alternative Development Themes/Concepts

Matching resources with existing and potential markets
suggested several development images - e.g. MacKenzie, Dempster
Highway, Arctic Ocean, Inuit, Dene, etc. These images, in
turn, suggested two development themes for the region. Both

~the 'Access1b1e Arctic’ and “Mighty Mackenzie’ were selected as

’ the preferred themes because the region is already strongly

identified with the Mackenzie/Dempster access and they
differentiate the region from other N.W.T. tourism zones.

. Tourism Conference

In the spring of 1987 a Regional Tourism Conference/Workshop

was held. It stimulated additional interest in the industry.

7. Formulation of the Development Strategy

The development strategy was formulated, including the develop-
ment principles to be employed, development opportunities,
travel products, and marketing strategies to be pursued, and
other requirements for successful implementation. The develop-
ment strategy identified three broad areas requiring concerted
action: community awareness and training, product development
and marketing.
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8. Work on Product Development and Marketing

10.

Further work was conducted on the two action areas under the

strategy and plan: product development and marketing.

. Formuaition of Implementation Plan

The formulation of the implementation plan involved final
ranking of the development opportunities, identification of
roles and responsibilities of different actors, the preparation
of development projects, assessment of the feasibility and
implementation requirements of each product, development of

project costs and preparation of the implementation schedule.

Evaluation of Economic Impacts

The potential effects of the strategy and plan were evaluated
on a range of economic indicators. Indicators included tourism

expenditures, employment, personal income, business development
and taxation.

STUDY PRODUCTS

The results of the study are presented in the following six

volumes:

Volume 1: Executive Summary

Volume 2: Tourism Strategy

volume 3: Background Report

Volume 4: Dempster Highway Development Plan

Volume 5: Western Arctic Visitors Centre Development Plan
Volume 6: Prefeasibility Studies

This volume, Prefeasibility Studies presents the results of the

prefeasibility studies which were conducted as part of the product gg?iy
development. They include: q§>o
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Fort McPherson Visitors Servi ce Centre
- Fort Franklin Fishing lodge
- Inbound Operator in Inuvik; and
- Package Tour Development.
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2. FORT MCPHERSON VISITORS SERVICE CENTRE

INTRODUCTION

Background

In 1979, John Diefenbaker's “Road to Riches" was completed.
Stretching 750 km across largely ung1ac1’ated landscape from Dawson
City in the Yukon to Inuvik,Northwest Territories, this new highway
was called “The Dempster" after corporal W.J.D. Dempster of the North
HWest Mounted Police. The Dempster 1is the oniy highwayin North
America that crosses the Arctic Circle and allows the automobile
traveller to reach the Mackenzie River Delta, on the shores of the
Beaufort Sea and Arctic Ocean.

Fort McPherson is situated on the east bank of the scenic Peel River,
approximately 540 km north of Dawson and 210 kmsouthofINUVik. This
historically and culturally rich Loucheaux Indian community has a
population of approximately 700 people. The first trading post was
established along the Peel River in 1840, and twelve years later moved
to the present townsite location which was then named after the Hudson
Bay company’s chief trader, MurdochMcPherson. In 1958, Fort
McPhersonwas establishedasthe centre for the Anglican Church’s work
in the Western Arctic. The Kiondike Gold Rush throughout the Yukon
brought thousands of prospectors through Fort McPherson in 1897.
Their intent was to hire local Dene guides to take them over the
mountains to the Yukon. In the early 1900°s, Fort McPherson was an
important RCMP post. It was from there that the famous Lost Patrol
departed on its way to Dawson in 1910. The four members of the patrol
perished while trying to return to Fort McPherson. They are buried
along the Peel River and a monument stands in the townsite in
recognition of their bravery.

The people of Fort McPherson today are known for their sense of pride

in local culture. Several of the residents have become involved in

regional , territorial and national politics and quality canvas Qz
() N
&§§~3
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products are manufactured in the community produce.
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Purpose

Fort McPherson is the first Northwest Territories and Western Arctic
community which travelers encounter when going up the Dempster
Highway towards Inuvik. Currently, there are no facilities between
Eagle Plains (180 «km to the south) and Inuvik (210 kmto the north).
As a result, the 390 km distance, Whichrequires s to 6 hours of
driving time, depending on road conditions, is long, tiring, dusty and
a possible deterrent to some travelers. Therefore, Fort McPherson is
a prime location for welcoming visitors to the Western Arctic and
providing them with an opportunity to rest, obtain necessary goods and
services and participate in local and native tourist activities. With
over 6,000 travelers on the Dempster at present and a 370 /increase
to some 22,000 by 1993, (see Section 4). A suitable Fort McPherson
visitor service area would be an integral tourism component of the
Dempster Highway’s short/immediate term development and would provide

a valuable revenue generator to the community.

The purpose of this study is to define, evaluate and design the most
appropriate and profitable Fort McPherson Visitor Service Area based

on the following three objectives:

o to maximize its strategic location on the Dempster Highway;
0 to provide essential services to the rapidly expanding visitor
traffic on the highway; and

o0 to increase visitation and expenditure in Fort McPherson.

An analysis of existing facilities in Fort McPherson and Dempster
Highway Visitor information/service centres plus insight into the
typical Dempster Highway traveller will provide the basis for the

summary and recommendations on meeting these three objectives.

6(}&
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EXI STING FACI LI TI ES anpservices IN FORT MCPHERSON

This section outlines those facilities and services of interest to
tourists and currently existing in or near Fort McPherson. When
addressing the feasibility of the proposed visitor service area, it
must be recognized that certain existing facilities may have to be
modified slightly and/or relocated in order to respond to market

opportunities.

Restaurants - there is currently one restaurant in Fort McPherson.

The facility provides cafeteria style service and its current capacity
is 20-25 persons. It is conveniently adjacent to aiWheaton's store,
however tourists must drive to the community center to use Iits

services.

Motels - there is a transient centre in the community above the

Wheaton Store. This facility has a capacity of approximately 6-8
persons. , It only provides basic sleeping facilities. The Cariboo
Motel (currently closed) can accommodate approximately 6 to 10 persons
per night. Although this motel is closed, it is anticipated that it
may open at any time, should it be required for special occasions. In
addition to the Caribou Motel, there is a “bed and breakfast”
arrangement currently in operation in the community. It can
accommodate up to 6 persons per night. There are plans for expansion
of the bed and breakfast service to include an additional 3 rooms.

Camping and Picnic Area - there are no camping facilities in or

adjacent to the townsite. The closest is Nutuiluie Park, located 8 km
south of Fort McPherson at the Peel River crossing. It has 20
campsites, picnic sites quarters and an attractive visitor information
booth. There are also several campgrounds north of the Mackenzie
River but closer to Inuvik.

Tavern Lounge - there are currently no drinking establishments in the

community.
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Service Station - there are two auto service stations in Fort

McPherson. One station located close to the main roadway into town is
owned and operated by the Incorporated Band. The station offers minor
service and repair fTacilities (tires, air and gas). A second gas
outlet owned by Al Wheaton, is located more centrally in the town.
Due to its central location, it has captured most of the local market
for gasoline, despite its higher prices. Two other private mechanics

do vehicle repair work in the community and one specializes in tire
repair.

Grocery - the Bay Department store and the Wheaton Service Station
sell food items.

Gift Shops - the Fort McPherson Canvas Shop offers a range of quality
canvas products produced locally. There is a small arts and crafts
shop in the Administration Building at Fort McPherson. Most visitors
are unaware of this shop due to its low, visibility and lack of
promotion.. There are also small arts and crafts displayed throughout
the community in the Hudson Bay and Co-0op store. There are virtually
unadvertised and not well patronized.

Cultural/Heritage Displays and Centre - there are currently displays

and exhibits in the local school and the language/cultural centre.
These exhibits have excellent potential for attracting local
residents; however, they are somewhat dispersed and poorly located for
access by non-resident markets.

Tourist Sites/Activities - sites of historical interest to Fort
McPherson visitors include the Anglican Church and the Lost Patrol

Monument. The local canvas factory/shop and cultural/heritage
displays and centre have the potential for attracting tourists. At
present there are no organized activities such as independent or
guided walking tours available for tourists stopping for a look around
the community.

R
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In order to hold tourists in Fort McPherson, attractions and
activities such as a stable and Visible arts and crafts outlets, a
museum or community tours must be organized. Since Fort McPherson
lies off the Dempster Highway a roadside facility or kiosk could

capture visitor interest and encourage them to stop and obtain

information on the community.

EXI STI NG VI S| TOR_SERVICE CENTRES/AREAS ON THE DEMPSTER HIGHHAY

A look at the two majorexistingvisitor centres on the Dempster
Highway will provide insight on what services are currently available

and what may be lacking and could thereby be fulfilled by the Fort
McPherson Visitor Service Area.

Dawson City/South End

Corresponding with overall tourism growth in the Yukon, Dawson at the
south end of the Dempster Highway has experienced substantial
increases: in the number of visitors it receives. Tourism visitation
was close to 50,000 in 1986, representing just over 10% of the 486,000
total visitors to the Yukon.l The actual number of visitors to Dawson

City during 1987 was 60,000 giving an impressive 35% growth.

The recent ‘“streetscape" program to make Yukon communities more
attractive to visit has created a conveniently located and appealing
Visitor Reception Centre {(VRC) in Dawson City. In addition to
providing general information to visitors, the receptionists are
dressed in historical costumes and VRC encompasses a theatre which
offers a variety of ongoing tourist activities. As a result, the VRC
has actually become an attraction in itself so that up to 75% of all
Dawson City visitors are said to drop in atsomepoint.3
Registrations have increased from an annual average of 34,000 in the
years from 1984 to 1986 to 46,000 in 1987.
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In 1987, WAVA sponsored the hiring of a fourth receptionist at the
Dawson City VRC which made the delivery of Dempster Highway and
Western Inuvik area information much more efficient and knowledgeable.
The Dawson City VRCis anindication of what might be achieved at the
Fort McPherson Visitor Service area on a smaller scale. With the
number of potential Dempster travelers passing through the VRCitis
important For all Dempster-related tourist service facilities to
supply the centre with their marketing information.

2.3.2 Inuvik/North End

Inuvik, the northern most destination point along the Dempster Highway
has also experienced significant growth in tourism visitation over the

last few years. Total tourist traffic to the Western Arctic was
approximately 5,000° in 1986 and was over 7,700°in 1987 (an increase
of 71%).

In terms of attendance at the Inuvik Visitor Centre (IVC),
registration surveys at the Inuvik (IVC) indicate that at least 75% of
these travelers are coming by rubber tire and could therefore be
potential Fort McPherson visitors on their drive north, south or both
ways. However, the propportion of visitor registrations to total
visitation is low (30%) compared to that of Dawson City. This low
attendance is partially attributed to the fact that the IVC building
itself has limited appeal as a tourist attraction. In addition its
location is less central, hours of operation are shorter and fewer
visitor activities are planned than in Dawson City. There were only
2,200 registrations during the period from June 17 - August 29, 1987.
Nonetheless, as efforts are made to offer more visitor activities
through the IVC both the centre and the community benefit greatly.
For example, 1987 visitor registrations did increase 70% over 1986.
That was also .the first year that the Denji Native Corporation
organized a Summer Culture Event Program in Inuvik. Three scheduled
events per week for a total of nineteen different programs involving
music entertainment, northern foods and special events were offered.
Employment was created for 120 local people and enough interest,
enthusiasm and participation was shown by residents and visitors a]ikeqigp

that in 1988 an admission fee may be charged in order to generate sq%5>
revenue back into the program. éiég
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Anti er Aviation, based in Inuwi k, off ered air excursions to
Tuktoyaktuk and Aklavik forthe second year in a row and reported 88%

and 500% growth rates respectively.

Other activities now being offered through the IVCare walking tours,
slide shows and church igloo tours, alof which act to enhance and
consequently lengthen tourists’ experience in the region. Recognition
of these principles should prompt both the IVC and the proposed Fort
McPherson visitor area to set attendance goals at 75% of visitor
volume.

2.4 MARKET ANALYSIS

Based on the mode and purpose of travel, rubber tire is by far the
largest travel market to the Western Arctic, representing between 80%
to 84% of total tourist traffic to the region. The majority to Fort
McPherson are clearly rubber tire and therefore, the only market

segment to be analyzed here with respect to the proposed Fort
McPherson Visitor Service Area.

Rubber tire tourism traffic is defined as all vehicle traffic and
includes four sub-segments based on the type of vehicle. As Table 2.1
indicates, the R.V. segment represents the largest proportion of
visitors (74% in 1987) and this is expected to increase nearly 300% by
1993 due to intensified target marketing and continued improvements to
the highway. The bus tour segment will experience more moderate
gr‘owth.6

2.4.1 Yolume

In 1987, approximately 6,400 “rubber tire” travelers drove along the
Dempster Highway’between Dawson and Inuvik. Table 2.2 displays actual
visitor volume for each of the four segments from 1985-1987 and market
projections for the years 1988 to 1993. Of particular significance is

the degree of growth exhibited between 1986 and 1987, a total of 71%.’
This phenomenon is attributed to the interest and awareness sparked inAQQD
the north during Expo ”86 in Vancouver, major improvements made to i§>

condition of the Dempster Highway during 1986 on the Yukon si d&
overall improved awareness of the highway. Some travelers e



TABLE 2.1
RUBBER TIRE SUB-SEGMENTS

1987 1993*
Recreational Vehicles (R.V. ”S) 75% 81%
Automobiles 13% 14%
Bus/Coach Tours 11% 4%
Small Vans _ 1% _ 1%
TOTAL: 100% 100%

* projected



TABLE 2.2

ACTUAL AND PROJECTED DEMPSTER HIGHHAY TRAVELERS*

ACTUAL PROJECTED
1985 1986 1987 1988 1989 1990 1991 1992 19?3
Recreational Vehicle 2,625 2,625 4,815 5,906 7,677 9,980 12,475 15,594 17,933
Automobile 515 515 850 1,027 1,335 1,735 2,168 2,710 3,116
Bus/Coach Tour 600 580 649 690 750 810 870 930 990
Small Vans _ N/A N/A 47 83 113 143 173 193 230
TOTAL: 3,740 3,720 6,361 7,706 9,875 12,668 15,686 19,427 22,269

Source: Western Arctic

o

(;,

Tourism Strategy Interim

Report: Phase 2 Market Analysis (Revised October 1987).

%)
>
LN
P?On average party size of 2.8 per vehicle from 1985 Dempster Highway Exit Survey.
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turned back at the sight of major highway construction and then
returned to try againin 1987.° As a result of these factors and the
activities of the present Western Arctic marketing strategy which will
focus on Dempster traffic and its association with Dawson City, rubber
tire is expected to cont nue at an average annual growth rate of 26%
between the years 1987 to 1992 before it begins to slow down (expected
15% from 1992 to 1993). The total increase in the number of rubber

tire visitors projected for the six year period is 270%.

Profile

The 1985 Dempster Highway Exit Survey plus an analysis of the Inuvik
Visitor Centre's 1986 and 1987 visitor registration books (Table 2.3)
indicates that in descending order, Western Arctic Visitor’s origins
are as follows:

1. Canadian - the four major provinces are B.C., Alberta, Ontario and
the Yukon.

2. U.S.A. - the western and eastern states represent the largest

proportions especially California, Alaska, Washington,
Florida and Texas.

3. Overseas - Germany, Switzerland and to a smaller degree Australia

and Japan are key countries.

Other data obtained from the 1985 Dempster Highway Exit Survey and the
1987 Inuvik Visitor Centre Registration survey makes it possible to
develop a typical Dempster Highway Traveller Profile:

0 average party size is 2.8 travelers per vehicle;

0 35-45% are 41 years or older (IVC suggests average age may be
decreasing);

o the proportions of professional and skilled labourer occupations
and retirees are fairly equal at 20-25% each;

o close to 50% earn incomes greater than $40,000.00 per annum;

o average length of stay (travel on the Dempster to Inuvik and back),
was 3 nights/4 days in 1985 but appears to have increased in 19%Z>
as IVC indicates 67% of registrants spent 2-3 days in Inuvik éié&g,



TABLE 2.3

DEMPSTER TRAFFIC: POINT OF ORIGIN

1985 DEMPSTER

1986 INUVIK
VISITOR CENTRE

1987 INUVIK
VISITOR CENTRE

EXIT SURVEY REGISTRATION REGISTRATION
2 Total % Total % Total
Canada Z Can. Z Can. % Can.
N.WLT . N/A 6 5
Yukon 19 4 8
British Columbia 34 25 31
Alberta 21 22 19
Ontario 13 24 27
Other Prairie 8 10 4
Other Eastern 5 9 3
100% 58 100% 43 100% 45
United States % Us. z Us. % Us.
Western 39 34 55
Midwest 24 9 10
Mideast 20 22 13
Eastern 17 35 22
100% 38 100% 30 100% 34
Europe % Europe % Europe % Europe
West Germany 50 25 36
Switzerland 43
Great Britain 50 9 11
Others 23 23
100% 4 100% 25 100% 19
Other -4 Other ¢ Other % Other
Japan 12 15
Australia 54 51
Others 34 34
100% 100% 2 100% 2
(1
100% 100% Q‘VO 0%
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0 average per person expenditure was $209.45 or $52.00 per day in
1985. This is estimated to have increased to $70.00 in 1987.°; and
o five activities dominate visitors’ interests, namely camping,
shopping for crafts, visiting museums/historic sites, nature study
and fishing. These can all be categorized as either outdoor or

heritage related, perhaps indicating how most tourists view the
Northwest Territories.

As a result, Dempster visitors are typically older and have the time
and money to spend at various Vvisitor attractions during their
travels. The fact that length of stay has increased in recent years
can largely be attributed to the greater number of visitor activities
available in Inuvik and the surrounding communities. Similarly,
longer visitation in Fort McPherson could be expected with the
development of a visitor service centre on the highway. The areas of

interest noted by Dempster tourists are themes that Fort McPherson
could provide.

Additional comments from the 1985 survey indicates that Dempster
travelers seek improved road conditions and services, information
outlets and activities. These needs were confirmed by recent
interviews with several R.V. caravans operators which also indicated
that there is concern over the Dempster Highway’s safety in terms of
its road conditions and facilities, especially gas pumps, and that

there is a general lack of information (both before and while on the
highway), activities and festivals.

Another potential market group to be attracted to a Fort McPherson
Visitor Service facility is the bus/coach tours and small van segment.
Bus tours typically consist of 50 to 60 year old, retired or
semi-retired. Bus tour groups consisting of 20 to 30 travelers
generally like to stop every 3 to 5 hours to give their passengers a
chance to stretch their legs, buy snacks, souvenirs, etc. Small van
scheduled and unscheduled tours offer a group of 6 to 12 travelers
the flexibility to stop at points of interests. Since the ciosest
service centre is a 3-5 hour drive in either direction, both van and
bus groups would likely welcome a stop at Fort McPherson. In order to@iv
attract these markets, the food and services must be appropria;%§§b
competitively prices. Ei§§
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PROPOSED PRODUCT

The preceding analyses indicate that a visitor service area (VSA) at
Fort McPherson could be a viable undertaking given that it meets the
needs of the marketplace and is thereby able to attract sufficient
numbers of travelers. This can be achieved by understanding and

meeting the three previously defined objectives as follows:

1. MAXIMIZE ITS STRATEGIC LOCATION ON THE DEMPSTER HIGHWAY

Since Fort McPherson is the only potential visitor service area after
Eagle Plains and before Inuvik (+200 km) and also the first northwest
community encountered when traveling upthe Dempster,itsiocationis
vitalincreating a sense of security and cohesiveness for travelers
as well as welcoming them to the region. An esthetically appalling
roadside structure should be successful in capturing drivers attention
and interest. Highway signage for travelers in both directions
should be designed to general interest by informing, convincing and
reminding visitors of what Fort McPherson and the VSA have to offer.
Effective communication and coordination with the visitor centres in
Dawson City and Inuvik to ensure that potential travelers are aware
of the facilities, services and activities available “en route” will
further increase the VSA'slikelihood of attracting 75% of rubber tire

travelers.

2. PROVIDE ESSENTIAL SERVICES TO THE RAPIDLY EXPANDING VISITOR
TRAFFIC ON THE HIGHVWAY

Fort McPherson’s role as a secondary service area willhelp to create
a sense of security and safety to travelers driving this wilderness
highway. In addition, it will play an important role in fulfiling
travelers” general convenience and information needs. Existing
operators in the community could move their operations to the roadside
facility duringits opening season. In meeting the demands of the
rubber tire and largely R.V. market, the followingessential products
and services are recommended:

n

N N
R
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Safety Needs

0 gas/diesel fuel supply;
o automobile supplies (oil, windshield cleaner, fluid, etc.); and

otire and minor vehicle repairs.

Convenience Needs

o camping supplies; and {;CZK/{NQ*CV'

o arts and crafts.

Information Needs

o Provide information on local history, culture and community points
of interest and activities as well as general highway conditions
and pre-destination information on Inuvik and DawsonCity.

3. INCREASE VISITATION AND EXPENDITURE IN FORT MCPHERSON

The examples provided by the visitor service centres in Dawson City
and Inuvik clearly show that the time spent traveling the Dempster
Highway area has the potential for extension. Fort McPherson is a
likely candidate to receive anywhere from an hour to a half-day of
this time. By also developing an appealing array of tourist services
and activities designed to meet the interests of tourists, appropriate
themes would include the local LoucheuxIndian culture, gold rush
history and spectacular wilderness.

The visitor service area and community can work together to provide
the following:

Visitor Service Area

o cultural, historical and nature information/display area;
0 arts and crafts sales; and

0 canvas shop sales.
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Communi ty

0 walking tours of the community to visit cultural and historic
sites, canvas shop production;

o0 short hikes or nature walks with explanations of Western Arctic °
terrain and vegetation (i.e. non-glaciated aspects);

o cultural presentation and interpretation programs (i.e. dancing,
music, crafts, etc.); and

0 outdoor tours such as Peel River boat tour.

FINANCIAL FEASIBILITY

Optimistic and pessimistic proforma statements have been prepared for
the Service Centre, 1990 is considered as the start-up year. Even
though the facility will not be completed until 1992, it shows to be

making a slight profit in the second year even in the pessimistic
scenario.

Start-up capital, in the way of grants or loans will be necessary in

the first few years in order to develop inventory and meet salary
requirements in the first month each season.

Revenues are projected based on:

o gasoline purchase;

0 auto repairs;

o camping supply purchase; and
o0 arts and crafts .purchase.

The following assumptions and cash flow statements indicate profit and
loss for the first 4 years.
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FOOTNOTES

Don Weisbeck, Tourism Yukon, Whitehorse.
Don Weisbeck and George Sinfield Tourism Yukon, Whitehorse, October 1987.

IBID

Compiled from 3 sources: 1985 Dempster Highwya Exit Survey, The Market for
Motoring Visitors to the N.W.T. 1985, and telephone interviews with Western

Arctic tourism operators.

Western Arctic Tourism Strategy Interim Report: Phase 2 Market Analysis

(Revised October 1987),
Interviews with Atlas Tours, Horizon Holidays and Wells Gray, October 1987.
Telephone interviews with Western Arctic Operators, October 1987.

Frank Addison, President, Addison Travel Marketing.

Don Weisbeck and George Sinfield Tourism Yukon, Whitehorse, October 1987.
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3. FORT FRANKLIN FISHING LODGE

INTRODUCTION

Great Bear Lake is the 4th largest body of freshwater in  North America
has over 1,700 miles of shoreline world class trophy fishing and
arctic scenery. Presently, there are 5 fishing lodges locate
Great Bear Lake offering 1 week packages that include trophy fishing,
food and accommodation in addition to cultural and wildlife side
trips. The quality and quantity of fishing in Great Bear Lake is
protected by Northwest Territories government and Great Bear Lake
Association. The number and size of lodges has been restricted as has
the number of fish each guest can catch and keep. However, the Dene
Indian Community in Fort Franklin has been granted permission by

Northwest Territories government to build one additional lodge on
Great Bear Lake.

The purpose of this report is to present a prefeasibility study for a
proposed fishing lodge on Great Bear Lake. A brief description of
Fort Franklin’s natural and community resources is followed by a
discussion of sportsfishing and tourism market trends in Northwest

Territories and of features and occupancy rates of competing lodges on

Great Bear Lake. The report concludes with an outline of proposed
lodge  concept, including preliminary design of the lodge,
developmental and  operational costs, projected revenues and

profit/loss statement.

FORT FRANKLIN RESOURCES

Fort Franklin is a traditional Dene Community with a population of
over 600 persons.1 Located on southwest shore of Great Bear Lake,
Fort Franklin is approximately 540 km northwest of Yellowknife.
Access to Fort Franklin includes a road from Fort Norman in the winter
and daily plane service (excluding Saturday and Sunday) from Norman
HWells throughout the year‘.2 The natural and community resources of
Fort Franklin will contribute to the viability of the proposed fishing
lodge. Z
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Natural Resources

Great Bear Lake 1is world renowned for its trophy fishing of trout,
Northern Pi ke, Arctic Grayling and White Fish. The predominant
species in the lake is trout, weighing an average of 8-20 pounds with

some trout weighing over 50 pounds.

The proximity of Great Bear Lake to the Arctic Coast also provides
opportunities for float plane trips to the coast to catch Arctic char.
Overnight trips to outpost camps in different parts of lake and day
trips to view wildlife, picturesque scenery and traditional Inuit and
Dene communities can also be organized. In addition, the lake and
local rivers offer opportunities for guests to participate in
recreational activities such as canoeing.

Two or three locations have been identified as possible sites for the
proposed lodge. According to Gary Palfreyman of the Fort Franklin
Dene Development Corporation, a location across the Bay on Keith Arm,
approximately 90 miles from Fort Franklin, would be most suitable.
This preferred site faces Cloud Bay and has sandy beaches. However a
site location at the mouth of the Great Bear River provides both staff

proximity to the village as well as opportunities to organize canoe
trips on the River to Fort Norman.

Community Resources

Fort Franklin also has many community resources that could contribute
to a unique lodge operation. For example, Fort Franklin is recognized
for its artwork and local handicrafts which could be sold to guests at
the proposed lodge. Cultural and historical aspects of the community
in Fort Franklin could also be marketed to guests at proposed lodge.
Gary Palfreyman: suggested that the design and materials used in
construction of the lodge be along the lines of an authentic Dene
structure.
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3.3

Fort Franklin also provides a willing and able manpower resource that
could work at the proposed lodge. several Cooks,hotel staff and
fishingguides have already had some training and work experience i N
the hospitality industry. The only position which would require
bringing someone in from outside the community would be that of a
general manager. Such a person would have the responsibility of
training a local person until he or she is experienced enough to take
over the role. The community currently operates and manages a
successful hotel operation.

Sahtu Air based in Fort Franklin provides direct service to Fort
Franklin from Yellowknife and Norman Wells. Yellowknife 1is a
regularly scheduled flight destination from Canadian Airlines. There
is a direct flight from Edmonton and connecting services are provided
from most major Canadian and American cities, thereby making the Great
Bear Lake area conveniently accessible for avid sportsfishermen across
North America. In addition, the community of Fort Franklin is
planning-to lease and operate a plane during the summer of 1988. If
the venture proves successful, the community will consider purchasing
the plane.

The primary economic activities of the people in Fort Franklin are
hunting, fishing and trapping. The proposed lodge would likely
complement these, as it would inject income both directly and
indirectly into the Fort Franklin community.

In summary, many of the resources and infrastructure necessary to
develop a lodge at.Great Bear Lake are already available including the
site, desired activities, labour, transportation services, and an
economically well established community nearby.

PRELIMINARY MARKET ANALYSIS

Several tourism market segments have been identified for the Northwest
Territories: rubber tire, air pleasure, adventure, hunting and
sportfishing. The sportfishing market is a unique and significant
segment of the tourism industry in the Northwest Territories. Thég§%9

following sections provide an overview of relevant trends <§
marketplace characteristics. Ei>
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Sportfishing Tourism Market Trends

A review of the sportsfishing tourism market since 1975 reveals
several important trends. They are based on an analysis of fishing
licences and other relevant data by the Northwest Territories

. i 4,5,6,7
Department of Economic Development and Tourism.

0 there has been an absolute and relative increase in the number of
fishing licences purchased by Canadians in the Northwest
Territories;

o the purchase of fishing licences in the Northwest Territories by
non-Canadians (largely persons from the United States) declined in
the early 1980°s and has remained relatively stable since that
period;

o anglers from the United States are more likely to stay at lodges
(80%) than anglers from Canada (50%). Anglers from Canada more
often fish independently and travel to the area by road. Anglers
from the United States almost always fly to the Northwest
Territories;

o anglers from the United States have higher incomes and are older
than anglers from Canada; and

o there are 3 main geographical markets for lodges in the Northwest
Territories: Ontario, Alberta and the states bordering to the west
of the Great Lakes. The above market areas reflect major
population centres and high proportions of affluent people.

Therefore, the overall size of the market for Tfishing lodges in the
Northwest Territories has remained relatively stable in the last 5
years. As a result, the number of fishing lodges has not increased
significantly. In the Great Bear Lake area there have been no new
fishing lodges or lodges that have closed down permanently since
1978.* These trends indicate that fishing lodge industry in Northwest
Territories is stable, mature and established.

* Qutpost camps are excluded as they offer alternative accommodation to guests

and do not increase numbers of guests at any lodge.
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3.3.2 Market Competition

There are presently five lodges on Great Bear Lake that would all
offer the same product as a proposed new lodge at Fort Franklin based
on their package, description and offerings, staffing and target

markets. Tables 3.1, 3.2 and 3.3 are derived from telephone
interviews with the lodge operators and review of the brochures for
each lodge.

In Table 3.1 the price, length and description of package offered by
each of competing lodges is outlined. The typical length of each
packages is 1 week or 7 nights and 1988 prices range from $1,852.00 to
$2,895.00 U.S. with an average package price of $2,800.00.** The
package price includes airplane trips to and from Edmonton,
Yellowknife or Winnipeg, meals and accommodation and guided fishing.
Trips to outpost camps, to fish arctic char or to sightsee are most
often an additional charge to the guest.

In Table- 3.2 accommodation and staffing is described for each lodge.
The guest to staff ratio ranges from 1 guest to 2 staff to 1 guest to
84 staff maintenance person. Most lodges hire a manager, guides, a
chef, waitresses, mechanic/maintenance person, pilot(s) and in some
cases a taxidermist.

As indicated, U.S. visitors (largely from the mid-western and eastern
states) are the main market for these lodges. However, Canadians
(particularly from Ontario and Alberta) are increasing in proportions.
In Table 3.3 the target market is described for each lodge.

3.3.3 Potential Market Share fora Proposed New Lodge

Approximately 1669 guests stay an average of 7 nights at one of the
five lodges at Great Bear lake during the 9 week season of 1987. This
represents a 20% increase over 1986 visitation, although management
problems and several resulting guest cancellations at one of the
lodges are partly attributable to the growth. Nonetheless, given the
area’s accommodation capacity of 1,811 guests forthe period,tota
occupancy reached 92%. Repeat visitationis high 40% to 60% VS)

S

** Lodge operators offer discounts to parties greater than 10 and to Canadians.
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TABLE 3.2
GREAT sem LAKE LODGES — DESCRIPTION OF SYAFF
NUMBER OF cuest OF
we OF LOOGE MXOMI30ATION TYPE STANFF STAFF_RATIO OESRIPTION OF STAFF
Arctic Circle Lodge - 16 motel style rooms; 45 people - 1 guest to every - manager;
Contact: Joe Kanik - 34 guests.; 1.3 staff. - chef;
(403) 458-3383 - majority double occupancy, some boat engineer;
rooms have 4 beds; - maids;
- rooms have washroom facilities; - waitresses;
and - bartender;
- lodge has lVicences dining room, pilot;
jacuzzi, lounge and store. - guides (with backgrounds in marine
biology and forestry); and
U.B.C. students.
Bransons Lodge - 1 large lodge with approximately 45-50 people -1 guest to every - manager (landowner);

Contact: ErnieDolinsky
(403) 962-6363

16 motel style rooms;

- 40 guests;

- majority double occupancy, some
rooms have 4 beds;

- rooms have washroom facilities;
and

- lodge has licenced dining room,
2 fireplaces, store (sell
tackle and rents gear).

1.1-1.25 staff.

chief;
guides;
pilot;
maintenance crew;
- kitchen workers; and
chambermaids.

Great Bear Lake Lodge
Contact: Gilles Oube
(403) 920-2023

- 2 lounges 15 miles apart;

- 45 guests;

- 1 lodge has 8 rooms and
other has 15 cabins;

- double occupancy, indoor
washroom and showers; and

- lodge has lounge and store.

40-45 persons
(for both lodges)

-1 guest to every
.9-1 staff

- manager;

- chef;
pilots;

- maids;

- bartender;
maintenance crew;
outboard mechanic;

- taxidermist; and

- guides - in past trained own - last
year held guide training course for
N.W.T. government - hired 3 of 1987
guides from trainingcourse and
other ! from Yast year guides.

Great Bear Lake 1 large lodge; 37 persons - 1 guest to every manager;
Trophy Lodge - 22 rooms .84 staff - chef;
Contact: Bruce Stevens - 44 guests; pilot;
(403) 227-2907 indoor washroom facilities, - bartenders;
showers in each room; and - waitresses;
- lodge has Vicenced dining room, - chambermaid; and
lounge with fireplace and store. - guides - trained their own - lweek
intensive training.
Plumber's Great Uear separate cabins; 75-100 persons 1 guest to every manager  (owner);
Lake Lodge - 2-4 persons per cabin; 1.6 to 2 staff guides;
- 48 guests - chef;
washroom/shower in each cabin; waiter;
and

Contact: Chummy Plumber
@%;()204) 124-5115

Py

- lodge has lounge, jacuzzi,
ticenced dining room, meeting
room and store.

cleaning staff;
marketing people; and
- mechanics.
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and many guests rebook for the following year when they depart.
Several of the lodges indicated that they are already between 85% and
95% booked for the 1988 season. This indicates that there could be

considerable excess demand for fishing at Great Bear Lake in the

marketplace. The increasing numbers of Canadian anglers visiting the

north is an important component of the areas growth potential.

The demonstrated growth, high repeat visitation and positive outlook
for new markets exhibited by the existing lodges on Great Bear Lake
are all positive indicators ‘For the viability of a proposed new lodge.
However, 1in order to be successful, the lodge must offer and
effectively market a well-packaged product that is at least

comparable, but preferably superior to those of the other lodges on
Great Bear Lake.

The potential market share of a new lodge can expect to vary according
to the number of guests the lodge is able to accommodate and to the
actual increase in the size of the market visitors to Great Bear Lake.
For example a 20% increase in guests in 1988 would equal a total of
2,010 guests or an additional 335 guests. Presently the Iodges can
only accommodate 1,811 guests so that 190 anglers or 21 anglers per
week over a 9 week period would be disappointed.

A more conservative estimate of only 15% growth in 1988 would still
indicate insufficient capacity for 110 anglers. As Table 3.4
indicates, this situation will continue as the years go on. If action
is not taken soon to fill the gaps by a new developer the existing
lodges will likely-fill them with their own expansions.

PROPOSED LODGE DEVELOPMENT CONCEPT

Tables 3.5, 3.6; 3.7 and 3.8 present preliminary building and design
components, package description, staffing requirements and target

market iInformation respectively for the proposed lodge at Fort
Franklin.

&
B
@%



GREAT BEAR LAKE MARKET PROJECTIONS 1988-1991

TABLE 3.4

ACTUAL PROJECTED ‘
1986 1987 1988 1989 1990 1991
Projections at 15% growth 1,355 1,669 1,919 2,111 2,322 2,555
Present Capacity 1,811 1,811 1,811 1,811
Excess Demand 108 300 511 744
Projections at 20% growth 1,355 1,669 2,003 2,403 2,884 3,461
Present Capacity 1,811 1,811
Excess Demand 192 592 1,072 1,650
2 \::9
l&o




TABLE 3.5
FORT FRANKLIN PROPOSED LODGE BUILDING AND DESIGN COMPONENTS

PURPOSE

o To provide a fully functional fishing lodge catering to tourists in

the Western Arctic Region and specifically the opportunities for
trophy fishing on the Great Bear Lake. It is the intention to create

a first class facility able to accommodate 20 guests during the first
several years of operation.

BUILDING COMPONENTS

0

Entry/Lobby/Reception:

This area will be devoted to registration of guests.

Guests Rooms:

10 double rooms will be provided in the f“ rst phase w th a future 10
additional rooms. Each room provides two single beds with a writing
desk and a complete closet.

Kitchen/Preparation/Storage:

A full kitchen. preparation and storage resort facility will be

provided using the-latest equipment to provide first class dining for
the guests.

Staff Facilities:

Rooms are provided for the lodge manager and chef, and a dormitory
for staff (waiters and fishing guides).

Storage:

Storage is provided for outdoor equipment as well as requirements for
the building.

Washroom Facilities:

Provide individual men and women’s washrooms as well as access to a
spa facility.

Bar/Dining Room/Lounge:

Seating for 24 people has been provided within the main living and
dining area. The space is accented by a high structure and a rustic
dector and stone fireplace. Also provided for the space is a screen
porch for after fishing pleasure.



.

ARCHITECTURAL CHARACTER

0 The building is designed using a rustic motif of stone veneer on teh
fireplace, round log columns and beams and rough sawn cedar siding
for the exterior treatment for the building.

STRUCTURE

o The building will be built on a gravel pad, siab on grade. The main
frame will be of wooden columns and beams and standard wood framing
for the bedrooms and support facilities.

BUILDING AREA

0 5,200 sqg. ft.

PROJECTED BUILDING COST (1988 $)

O $810,000.00
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TABLE 3.6

FORT FRANKLIN PROPOSED LODGE DESCRIPTION OF PACKAGE

Length of Package and o 1 week or 8 days/7 nights; and
Price of Package 0$2.500.00.
Package Description 0 meals and accommodation;
0 flight from and to Edmonton or Yellowknife;
0 boat (2 persons) and guide;
0 ogasoline, motor, oil, fish care;
0 1 day side trip (optional);
0 hotel in Edmonton or Yellowknife (optional); and
0 travel arrangements.

Options Offered o day trips to Arctic Coast to fish Arctic Char;
(Extra Cost) 0 overnight trips to outpost camps on other parts
of lake; and

o cultural and sightseeing side trips.

Gateway

Edmonton to Yellowknife.
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TABLE 3.7
FORT FRANKLIN PROPOSED LODGE DESCRIPTION OF STAFF

Accommodation Type 10 unit lodge styled log cabins;

double occupancy;

units with washroom facilities; and

o O o o

lodge has recreational program, licensed lounge
and store featuring local handicrafts.

Number of Staff 0 24
Staff to Person Ratio o 1.2
Description of Staff 0 manager;

o chef/cook;

o waitress and helper/chambermaid and helper
(increased each year with increase occupancy) ;

o guides (2 to 1 ratio) hired on contract as
needed; and

0 maintenance person.




TABLE 3.8
FORT FRANKLIN PROPOSED LODGE DESCRIPTION OF TARGET MARKET

Number of People 0 20 guests - Phase |.
Lodge Accommodates
Length of Season 0 9 weeks.
Expected Occupancy o0 50% in Year 1;
o 70% in Year 2; and
0 95% in Year 3.
Total Guests for 0 20 guests x 9 weeks = 90% = 162 guests.
Each Season
Description of 0 60% from United States and 40% from Canada

Target Market (largely Ontario).
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FINANCIAL ANALYSIS

Lodge construction is projected to start in 1990 and dpending on
financing spread over 3 years (1990-1992). Nevertheless, initial
tours could start in 1991 since much of the lodge could possibly be
built by then. Occupancy rates would understandably be lower for
those months (estimate 50%). They would subsequently increase to 70%
and full occupancy (95%) after year 3.

Start-up capital would be required in the first 3 years. This would
be in the form of a loan or grant. In year 1 the $50,000.00 injection
would defray the projected $50,000.00 loss. In year 2 the $30,000.00

assistance would be used to carry the project into 1993 in what is
planned as a breakeven year.

Private investor equity is considered for this project. Its high rate
of return would make it attractive for a minimal participation by a

local entrepreneur if the project proponent (the Development
Corporation) accepts this formula.

Year 3 profits then would be used to buy off dividends and leverage

funds to start a 10 unit expansion in 1994 and 1995.
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4. INUVIK INBOUND OPERATOR

INTRODUCTION

The Western Arctic Tourism Region has experienced significant growth
in visitor volume during recent years. Between the years of 1986 and
1987, an increase of 60% took place on the Dempster Highway alone.
This phenomenon is attributed largely to the interest sparked in the
north during Expo 7’86, as well as major improvements made to the
Dempster Highway during 1986 on the Yukon side. As a result of these
factors and the Western Arctic marketing strategy which will start to
be implemented in 1988, total visitor volume is projected to increase
almost 3.5 times the 1987 figure of 7,804 visitors by the year 1993.

The likelihood that the region will be able to attain such high levels
of growth within a relatively short period of six years will depend
largely on its abilities to:

o0 develop tourism resources into products which meet the needs and
interests of the marketplace; and

0 package, promote and distribute these tourism products to target
markets.

Purpose

The WAVA marketing strategy makes recommendations on over 50 different
tours, activities, packages and events which could potentially be
developed and made- available by 1993. From a current base of 7, this
surge in tourism development or to the possible need for the
establishment of a local representative or inbound operator to
effectively coordinate and market these for the region.

The purpose of this prefeasibility study is to investigate this

opportunity, being cognizant of the following objectives:

0 create inter-product development with multiple area packages;

N
0 encourage travel to the smaller and more remote communities in tﬁi?v

Western Arctic; and <S

©
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0 provide the expertise to act as one cohesive, identifiable Western
Arctic representative and aggressively market a range of WAVA
products.

The task for this was undertaken through an overview of the region’s
tourism products and markets and an analysis of how the travel trade
brings these together in the north. The latter was done through
in-depth interviews with a selection of northern-based tourism
operators (ground, inbound, wholesale, etc.) which provided valuable
information on marketing, particularly in terms of distribution and
promotion. Some of these also provided a basis for comparison and/or
possible future trade linkages.

TOURISM MARKETPLACE ANALYSIS

Products

The Western Arctic’s primary tourism resources involve the uniqueness
and beauty of its natural, cultural and historical attractions. The
Dempster Highway which brings visitors from Dawson City in the Yukon
to Inuvik in the Northwest Territories, 1is the only highway in North
America that crosses the Arctic Circle. Also, the Ogilvie and
Richardson Mountains along the way provide the only opportunity for
travelers to enjoy an unglaciated landscape. Inuvik, at the northern
end of the highway, is accessible to the water-based activities of the
Mackenzie River and Delta and the Beaufort Sea. The communities of
the region are rich with the native culture (i.e. crafts, food and
entertainment) of the local Dene and Inuit people as well as memories
of famous events like the Klondike Gold Rush which brought thousands
of prospectors through Fort McPherson on the Dempster Highway.

As a result of its accessibility (primarily by land) Inuvik continues
to emerge as the major destination and staging area to the region’s
tourist points of interest. Its importance to tourism development in
other communities cannot be underestimated - especially given the fact
that communities such as Tuktoyaktuk on the coast and Aklavik on the
Delta have become among Inuvik's best attractions due to the efforts
of Antler Aviation and Aklak Air operations. A day trip to either one
of these communities usually means another night in Inuvik.
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However only a limited number of activities are available for visitors

in and around Inuvik. In 1987, a summer cultural program was
organized by Economic Development and Tourism and the Denji Native
Corporation for the first time. This proved to be successful with
both visitors and residents alike. The Inuvik Visitors Centre also
offered occasional activities such as a walking and tours of the Igloo ‘
church and slide shows.

4.2.2 Market

Travelers to the Western Arctic can be divided into five segments
based on their mode of travel and trip purpose as follows:

1987% OF TOTAL VISITORS

Rubber Tire 81
Adventure Travel 1
Hunting

Fishing 5
Air 10
TOTAL:

Rubber tire traffic is clearly the main source of visitors within the
overall market. It comprises recreational vehicles (R.V.),
automobiles, coach and small van tours driving the 750 km Dempster
Highway. Due to the significant contribution which this segment makes
to total vistior volume, it is important to understand that this
groups’ interests are primarily outdoor and heritage related
activities such as camping, shopping  for  crafts, visiting
museums/historic sites, nature study and fishing. Accordingly, the
primary visitor markets’ interests tie in directly with the tourism
resources and potential product offerings of the region.

The three Western Arctic activity-related market segments 1i.e.
adventure, hunting and fishing) are largely comprised of people
traveling on all-inclusive package tours who are also likely to pass
through Inuvik at some point on their itinerary. The air travel
segment includes people on business, visiting friends and relatives
and sightseeing in the region. ~ SR

I
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Product/Market Matching Opportunities

Our analysis indicates that despite some new tourism offerings and
improvements to both facilities and services, there is still a large
gap in terms of “things to see and do” for many of the visitors to the
Western Arctic. Although the region provides the resources which the
markets desire, in many cases the product and corresponding
infrastructure is not sufficiently developed or integrated for
visitors to fully enjoy their visit. For example, many people do not
take a trip to either the Arctic coast or communities because of the
lack of activities and attractions in Inuvik. This is particularly
true if a travel party must wait one or two days for a charter to fill
up. Inuvik itself lacks enough interest to keep people in the town or
to entertain them while they are waiting for a fight to other parts of
the region.

Operators we interviewed who are currently bringing groups into the
area or who may offer packages in the future, also commented on the
lack of programming as well as the need for local experts to guide

visitors to the region’s unique tourism resources.

Since the town of Inuvik currently receives over 6,000 Dempster
Highway travelers at its doorstep, this markets' needs interms of
cultural and outdoor activities and sightseeingattractions Must pe
catered to immediately in order for the Western Arctic to meet its
long term objectives for growth and prosperity. Otherwise, the
resultant risk of somewhat bored and discontent travelers returning
south can lead to extremely damaging word-of-mouth advertising. This
could then filter through to the region’s other market segments.
Clearly an opportunity exists for an Inuvik-based organization to
develop and market additional tourism products Tor both the
independent walk-in market and tour operators. These would have the

inbound-operator acting as a local tourism operator and ground-handler
respectively.
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Previous market analysis of existing and potential Dempster travelers
have also revealed varying degrees is discontent with the necessity of
driving both ways on the highway. The possibility of an R.V. exchange
was further investigated here. However, there are several
complications in working out such an arrangement due to the resultant
loss of control for an R.Y. rental company when customers exchange
keys for a vehicle at a distant location and scheduling problems. The
latter is due largely to the fact that Inuvik is relatively isolated
and, therefore, receives only a limited number of visitors.

One R.V. rental company we contacted provided a typical scenario for
an exchange program it offers between Whitehorse, Yukon and Anchorage,
Alaska. Upon booking, customers are charged a $1,000.00 deposit plus
a high drop-off fee of $500.00. A reliable intermediary is available
at the opposite end to ensure that the transition runs smoothly. The
money-making incentive Tfor this third party is to ensure that the
vehicle is booked back to Whitehorse. A commission of $300.00 can be
earned this way, as the drop-off price is reduced to $200.00.

The difficulty in working out a similar deal in terms of an Inuvik
exchange lies largely with the Dempster itself, as few companies allow
their vehicles to be driven on the highway because of the poor road
conditions. One company that does, has a Dempster exclusion clause
which causes the renter to bear all responsibility for damaged tires,
vehicle towing, etc. due to the area’s lack of services. Any
mechanical problems which occur on the Dempster can result in further
delays of rental returns. With their already short season, northern
rental companies simply cannot afford such inefficiencies. In
addition, one potential participant commented that the majority of
R.Y. rental clients are European with as much as 4 to 6 weeks of
holiday. Therefore, they are not pressured for time and the owner had
received few complaints from them about having to drive both ways.
Despite this, som’definite interest in working with a Western Arctic
representative in Inuvik was triggered particularly with the predicted
growth in Dempster popularity, recent highway improvements and the
additional services and facilities planned for construction, as well

as recognition of the need to provide customers with a desired range,&gM

-

N
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of tourism products and services.
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Other, perhaps secondary, product/market matching opportunities for an
inbound operator are related to the three Western Arctic activity
segments. OF these, adventure travel is expected to demonstrate the
most substantial growth, which is in line with international trends in
tourism.  The number of adventure related activities and packages will
increase accordingly, as identified in the overall WAVA strategy, and
thereby provide future opportunities for a Western Arctic inbound
operator.

At present, the owners of hunting and fishing lodges tend to handle
most aspects of package development themselves due to the specialized
nature of the target marketing required. However, in the long run, as
these markets grow and the Western Arctic Region as a whole becomes
better known, it will become increasingly effective for the hunting
and fishing segments to integrate their individual efforts with those
of the region.

Visitors in the air travel segment may also provide future
opportunities for an inbound operator in Inuvik because they usually
have more time and money to spend than those who drive to an area.

The development and marketing of tourism products which match the
region’s resources with the demand of the marketplace as described
here and identified further in the WAVA marketing strategy would be
the role of an inbound operator. The following section discusses the
extent of this with respect to how various existing operators in the
north have evolved and successfully sold their own tourism products
and services.
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ANALYSIS OF MARKETINGMIX ALTERNATIVE=FOR AN INBOUND OPERATOR

In preparation for the region’s future tourism product development and
marketing, this analysis looked at the overall distribution network
for tourism products, particularly packages, and found that there are
five different ways in which they can be distributed from tourist
operators to end consumers (Table 4.1). Four of these explicity
involve travel trade intermediaries. The distribution system becomes
increasingly complex as additional parties are added to the flow and
share in the responsibility of the product/package development and/or
marketing. As a result of this and our interviews with operators in
the north, there are three marketing mix (product,Price: distribution

and promotion) alternatives available from an inbound operator to be
located in Inuvik.

For the purpose of this discussion, we have defined two tYPes of
tourism product/packages:

o Mini-tours

These are short (i.e. half or full day) trips or activities to nearby
sites and attractions.

o Complete Tour Packages

These are longer (overnight) tours which require more coordination and
planning for accommodation, meals, transportation, etc. than
mini-tours.

Based on the type of product offerings and the tourism function(s) of
the inbound operator (i.e. ground handler, wholesaler, retailer,
etc.), the three alternatives are listed below in ascending order of
their complexity. and risk in development and marketing expenditures.
Following a discussion of the these, Table 4.2 provides a diagramtic
explanation of the proposed inbound operator’'s role and the

corresponding distribution and marketing flow of each.
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|. LOWCOMPLEXITY AND RISK

This alternative involves the development of mini-tour packages by the
inbound operator alone and/or in conjunction with local tourism
operators. The product appeals to both the walk-in market and tour
companies who seek a local tourism expert to act as a ground handler
for their groups while in the area. Marketing to the walk-in market
is primarily at a local level and includes advertising in the
appropriate northern tourism publications, brochures in travel racks,
as much free publicity possible, travel desks in hotels and visitor
centres and word-of-mouth. Most operators felt that attendance at
trade shows was only useful in making contact with tour companies.
Direct mail marketing however, 1is the more economically feasible and
thereby popular and effective means for most inbound operators of this
type.

Il. MEDIUM COMPLEXITY AND RISK

This alternative may include (1) above as well the inbound operator
acting as a local or regional wholesaler to coordinate, distribute and
market longer, more complete Western Arctic packages to wholesalers in
major U.S. and European target markets. At least 2-3 years of
product/package development experience are required before a sound
reputation is established in the marketplace. Marketing costs are
particularly high early on when the need to create awareness and make
contacts at travel and trade shows in key market areas is crucial.
The competition among inbound operators of this type is extremely
tough because the southern-based travel trade finds it easier and more
profitable to sell southern destinations. In this type of
arrangement, the target market wholesaler assumes some of the
additional financial risk by taking on the responsibility of marketing
the package to consumers.
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111.  H GH COMPLEXITY AND RISK

This alternative may involve both of the above, as well as the even
more complex and risky understanding of having the inbound operator
assume Tull responsibility of product development, distribution and
marketing of complete packages directly to the target market at aill
levels. In this sense the inbound operator is acting as a local
regional wholesaler in the coordinating function and as target market
wholesaler in the distribution and marketing function.

All of our interviewees commented on the patience and persistence
required in setting up their operations. The brief duration of the
northern tourist seasons makes it impossible to survive solely as an
inbound operator. As a result, they tend to offer a combination of
services such as outbound travel and retail (commission) sales for
other local operators and/or take on some non-tourism related
employment during the winter months.

Costs are’ high in the north and the major expenses in package
development are transportation, accommodation/meals and wages. With
packages typically marked up at only 20-30% of cost, 10-15% of which
goes to the travel trade in commissions, profitability is highly
sensitive to variations in market conditions. Furthermore, as
intermediaries become involved in the marketing of tourism products,
either the price to the end consumer increases or the return to the
tourism operator decreases.
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RECOMMENDATIONS

The immediate goal of an inbound operator in Inuvik should be to work
with local and regional people in a coordinating role and as a tourism

operator where necessary to develop and sell tourism products that
meet the demonstrated needs of:

0 the already existing and captive Dempster market; and
0 existing and potential tour operators bringing groups into the area
and seeking a local representative or ground handler.

In the short run, Alternative | which is low in complexity and risk is
recommended to set up the tourism product supply and marketing
infrastructure. Ihe resuliting coordinatidon ot focal ‘ana " régional
tourism operators and their activities will greatly improve both
visitors” memorabi lity of Inuvik and the travel trades perception of

the Western Arctic as a destination worthy of consideration.

Thus the ground work will be set for a continuum of long term growth
in more complete Western Arctic package development and marketing.
This future situation would resemble a combination of Alternatives I
and Il where complete packages would be introduced to the marketplace
in stages and thereby allow the operation to meet the three
organizational objectives outlined earlier. The integration of
Alternative Ill isnot recommended due to the high costs of marketing
and the fact that an operation of this type would not be Ffinancially
viable iIn the Western Arctic given the characteristics of the
marketplace.

The following sections provide short term (1988) and long term
(1989-1993) strategy recommendations for the marketing mix of an
inbound operator” located in Inuvik.

A2
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Product

Short Term Strategy

o Develop and sell an Inuvik region tourism (mini-tour) product line

that expresses northern hospitality and shows the uniqueness of
this part of the world. Some examples could include native games,
crafts, entertainment and food tasting as well as guided tours to
nearby natural, cultural, historical and industrial (i.e oil) sites

of interests. (see WAVA strategy for more details of recommended
products).

0 Build contact with local and regional tourism operators to sell

their product/packages, on a commission basis and thereby
coordinate product development and marketing efforts for the

region. This will then naturally evolve into a Western Arctic
representative/expert role.

o Seek an R.VY. exchange agreement with a rental company (most likely

located in Whitehorse).

Long Term Strategy

oMaintain short term strategy.

o Develop one or two complete Western Arctic tourism packages,

focussing on naturalists and adventure travel (i.e. Herschel and
Kendel Island trips), for introduction into the marketplace by 1989

(see WAVA strategy for more detai 1s of recommended products).

0 Gradually add new product/packages once a sound reputation has been

built and the initial ones have been either fine-tuned to a
profitable level or eliminated if necessary.

o Investigate other complementary tourism related services such as

hospitality training and consulting and/or conference planning to

generate additional revenue and help support the existence of an
inbound operation.

A

S
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Price

Short Term Strategy

o Determine all relevant variable costs (i.e. mileage, wages, etc.)
in setting each tourism product/package price. Also consider an
allocation of fixed costs (i.e. marketing) thatare not directly
attributable.

0 Add approximately 30% to the above cost in order to set the selling
price in line with industry norms.

0 Estimate the break-even point in terms of customer volume for each
product/package.

Long Term Strategy

0 Maintain short term strategy at a profitable level.

0 Pursue the same for new complete packages introduced.

Place/Distribution

Short Term Strategy

o Sell tourism activities directly to independent walk-in travelers
(mainly rubber tire as discussed but also some air).

o Sell ground handling and regional coordination services and
expertise to tour companies and packagers.

Long Term Strategy

0 Maintain short term strategy.

o Sell complete packages to wholesalers in target markets.
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4.4.4 Promotion

Short Term Strategy

o Target the walk-in market via the distribution of brochures at
visitors centres in Whitehorse, Dawson City, the Dempster Highway,
etc. as well as camping grounds, hotels and motels.

o0 Advertise 1in Northwest Territory and Yukon  tourism and
publications.

0 Provide the Arctic hotline with promotional material to use iIn
answering enquiries (i.e. mail-outs).

0 Create trade awareness and interest through direct mail marketing.

o Sell directly to tour companies and wholesalers located in B.C. and
Alberta.

o Follow-up trade promotions by inviting participants and travel
writers on familiarization.

Long Term Strategy

0 Maintain short term strategy.

o Develop wholesaler contact for Western Arctic complete packages by
continuing to build on those relationships already made.

0 Create new wholesaler interest through more extensive direct mail

marketing and by attending trade shows such as TourNorth and
TourCan.

o Invite wholesalers for familiarization tours.

4.5 FINANCIAL ANALYSIS

The inbound operator will establish in 1989 and begin operation in
1990. The private company will require significant financial support
in the first year where it is projected to loose $11,000.00 after
taxes and $13,000.00 in year 2. This financial injection is

considered important to maintain this critical service. The project
will become viable in 1993.

A2
SR
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Revenue estimates are based on attracting walk-in R.V. traffic,

especially to buy the 2-3 day packages, as wellas selling week
packages (Fishing, wilderness adventure).

Guides and community tours will also be available as additional *
revenue sources.
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5. PACKAGE TOUR DEVELOPMENT

INTRODUCTION

Package tours are potentially a very popular and viable Western Arctic
travel product offering to the various market segments. Long haul air
travelers, R.Y. operators and motorcoach passengers are all potential
buyers of a wide range of package tours which may include:

community tours;
1 day boat tours;
2 day nature tours;

3 day culture inclusion tours; and

O o O o o

5 day wildlife observation.

Package tours tend to be in the best interest of both consumers and

the various suppliers.

REASON FOR PACKAGE TOURS

Consumer

o

ease of payment to suppliers;

o

security of dealing with a specialist operator;

o cost savings from bulk buying (air charters, food, etc.);

o0 Peace of mind for older Western Arctic market segments (i.e. % 60
years old); and

o social contacts of group travel.

Operator

o defined product easier to develop and market;

o availability of technical assistance;

0 easy to modify product;

o knowing when and how many are arriving, therefore ease of:
- scheduling
- staffing A2
- minimizing impact on community; N
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0 easier to market to southern wholesalers; and
0 advanced bookings assist:

- cash flow
- advanced equipment/food purchases
- staffing pretraining

Hotels

0 advanced staffing and food purchases; and

o defining room availability (block booking).

Airlines

o dedicate appropriate aircraft; and
0 advanced charter scheduling.

Guides

0 structured work conditions; and
0 assured salary.

Outfitter

o advanced purchasing/staffing; and

o setting up camps for special interest travel.

Inbound Operator

o Emp” oyment opportunity based on commission sales.

There are also certain constraints associated with package tours
including:

0 raising expectations of suppliers; and -

o group cancellations.
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STEPS TO DEVELOP A TOUR PACKAGE

step 1 - Commitment to Offering Package Tours

While this step may seem obvious, It is important to remember that
because of start-up costs, it is important to be totally dedicated to

carrying through with establishing tour packages including:

advanced supply purchases;
hotel guarantees;

non-refundable rentals; and

o O o O

advanced marketing.

step 2 - Evaluate Your Potential to Provide Tours

a) An assessment must be made of your available/reliable:

o equipment - boats/kickers
- hotel rooms

tent frames

4 wheelers

o financing

personal
funding sources

b) Local natural/cultural/historic resources

An assessment must be made of resources that are adjacent to your
community.

e.g. - birdlife/wildlife
historic sites

fishing rivers

unique natural features
- etc.

Step 3 - Estimate Realistic Market Opportunity

a) contact WAVA for current market data
b) using the projections of the WATS study estimate % market share of
each market segment:

e.g. - R.V. operators
- wildlife packages
- arts and crafts workshops
- hikers/canoeists

c) calculate the projected volume on a segment by segment and Week2t5§3
week basis /2>

S
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step 4- Define Particular Package Components or Packages

Determine key attractions and package components on a daily basis
including:

airport meet/greet
transportation to community
hotel accommodation

hotel meals

evening entertainment/elders storytelling

O 0 o o o o

community tour/sightseeing

- arts and crafts
- historic sites

o transportation (including 4 wheelers, site charters, snowmobile,
boats, HTA boat) to sites of interest such as:

bird sanctuary
peregrine falcon nesting areas
Richardson Mountains
fish camp
ramparts
rivers

(@)

daily meal requirements (native foods)

overnight (tent frame/camp) accommodation

o

guided hikes and canoe trips
return trip to community

hotel accommodation (if necessary)
delivery to airport

©O o O o o

departure gift

step5 - Costs of Package by Individual Components (1988)

The following are typical rates and pricing formulas.

a) Hotel Rates, (15-20% reduction for group reservation)
Hotel Food (15-20% reduction)

Discount Food/Accommodation back to customer 5-10%

b) Scheduled Airlines Service - 20-25% reduction on group, add back a
10% mark-up

Charter Airlines - 12% mark-up on net charter rates

S,
&
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c) Boat Transportation

Net cost to boat supplier of fuel ($2.50/gallon), guide
($150.00/day), boat rental ($50.00/day for 18-20) plus a 15%
mark-up. Larger boats (e.g. HTA boats) will have a flat rate of
$100.00/hour of operation plus a 15% mark-up

d) Operator Suppliers

food/beverage - add 35% mark-up to cost

clothing - $30.00/day

fishing gear - $10.00/day

use of camping equipment - $30.00/day

tent frame accommodation - $45.00/day double occupancy
fuel ($2.50/gallon x 30% mark-up)

o O O o o o

e) Commissions

o travel agents - 10%

o WAVA Centre - 10%
o inbound operator - 15%

o southern wholesalers - 17.5%

) Salaries

o0 owner/operator/guide - $175.00/day

0 assistant guide - $125.00/day

O cook ~ $125.00/day

0 entertainers/storytell ers - $20.00/hour

g) Additional Equipment

o snowmobile rental - $50.00/day plus fuel
0 4 wheeler - $50.00/day plus fuel

Step 6 - Final Itinerary and Package Design

Packages should take into consideration:

a) Duration of Package Tour

0 most between 3 to 5 days on the tour itself
0 exceptional tours - 7 days



5-6

b) Typical Daily al 1 Inclusive Rates ( 1988)

nature/hiking - $250.00/day

use of boat transportation - $275.00/day

wilderness lodge accommodation - $300.00/$325.00/day
community hotel accommodation - $300.00/day

side charters - $300.00/day

O o o o o

c) Typical Inclusions (Amenities)

o airport greeting/baggage handling

o meeting local families

o native foods

o non-scheduled community time for arts and crafts shopping
o introduction to local characters, leaders, artists

0 “sushi in Sachs”

o0 introduction to native lifestyle, customs, beliefs

o non-scheduled/spontaneous participation such as:

whalewatching

fishing
+ inclusion in special cultural events
skinning

o 9ift giving - local craft

Step 7- Prepare a Business Plan and Arrange Financing

a) Business Plan includes:

o market forecast
0 revenue projection
0 operating costs
o financing charges

o profit/loss

This is prepared over a five year basis

b) Define Financing Package Including:

0 operator equity ’
0 cash and equipment
o loan

o grant
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c) Approach Funding Sources Including:

Economic Development and Tourism
EDA

0

o]

o0 Special ARDA
o Small Business Loan
o Eskimo Loan Fund

0

Native Development Corporations
d) Private Equity Should be Between 20% and 40%

e) Secure Financing Package

Step 8 - Market the Packages

a) Design and Print Flyers or Brochures

0 Publish price every year in U.S. and Canadian funds
o Average brochure cost of printing (10,000) is $4,000.00
o Distribution of Literature

- WAVA Centre
Dawson City
inbound operator
Travel Arctic
Arctic Hotline
written inquiries
direct mail
travel trade show use

0 Magazine Advertising

- $1,000.00 to $1,500.00/year

- generally 8-10% of projected revenue in first year, then
5-7%

- target marketed - using media identified by WATS study and
TIA/Travel Arctic

o Travel/Trade Shows

- 2/year at $2,000.00 each with assistance from WAVA/TIA NWT
o Travel Writer Visit once every 2 years

- cost to operator $500.00



SO

5-9

PLUS WAGES

0 head guide ($150.00/day x 5 days) $ 750.00
o camp cook ($125.00 x 5 days) 625.00
¢ camp assistant ($110.00 x 6 days) 660.00
SUBTOTAL : $3,370.00
Plus 20% mark-up: 674.00
SUBTOTAL: $4,044.00
Plus (fixed costs) 950.00
TOTAL: $4,994.00

These costs are based on the following basic assumptions:

omeals - breakfast $10.00
- lunch $10.00 - $15.00
- supper $15.00 - 420.00

Maximum use will be made of country foods especially fresh fish, bannack,
caribou, etc.

o boat rental $50.00/day
0 accommodation $20.00 - $30.00/night

Assuming tents/equipment are purchased under funding source, each of these tours
can return an attractive $1,264.00 to the band (or $674.00 @ 20% mark-up plus
$950.00 acommodation which has no operation expenses) or approximately $8,000.00
for the five groups. This money would also offset the price of tents if the Bands
had to purchase them.

The price then is a very competitive $995.00 per person out of Inuvik.
These are exactly the types of trips we like to see and would encourage for

Akalvik. Consider it as a pilot project with several tours of 5 being offered
during the rest of the summer. ”




