
1+1 National Library
of Canada

Bibliothèque nationale
du Canada

Acquisitions and Direction des acquisiliC'ns et
Bibliographic Services Branch des services bibliographiques

395 Wellington Stree! 395. rue Welhnglon
Ottawa. OntarIO Ollawa (Ontario)
K1AON4 K1AON4

NOTICE AVIS

The quality of this microform is
heavily dependent upon the
quality of the original thesis
submitted for microfilming.
Every effort has been made to
ensure the highest quality of
reproduction possible.

If pages are missing, contact the
university which granted the
degree.

Sorne pages may have indistinct
print especially if the original
pages were typed with a poor
typewriter ribbon or if the
university sent us an inferior
photocopy.

Reproduction in full or in part of
this microform is governed by
the Canadian Copyright Act,
R.S.C. 1970, c. C-30, and
subsequent amendments.

Canada

La qualité de cette microforme
dépend grandement de la qualité
de la thèse soumise au
microfilmage. Nous avons tout
fait pour assurer une qualité
supérieure de reproduction.

S'il manque des pages, veuillez
communiquer avec l'université
qui a conféré le grade.

La qualité d'impression de
certaines pages peut laisser à
désirer, surtout si les pages
originales ont été
dactylographiées à l'aide d'un
ruban usé ou si l'université nous
a fait parvenir une photocopie de
qualité inférieure.

La reproduction, même partielle,
de cette microforme est soumise
à la Loi canadienne sur le droit
d'auteur, SRC 1970, c. C-30, et
ses amendements subséquents.



•

•

THE RESTRUCTURING OF THE MONTREAL
TOURISM INDUSTRY:

A SECTORAL ANALYSIS

Corinne Pohlmann
Department of Geography

McGiII University, Montreal

July 1994

AThesis submitted 10 the Faculty ofGraduate Studies and Research in partial fulfilmenl of
the requirements of the degrec of Masters of Arts

© Corinne Pohlmann 1994



.+. National Library
of Canada

Bibliothèque nationale
du Canada

Acquisitions and Direction des acquisitions et
Bibliographie Services Braneh des services bibliographiques

395 Wellington Sireel 395. rue Wellington
Dnawa. Onlario Otlawa (Ontario)
KIA ON4 K1A ON4

THE AUTHOR HAS GRANTED AN
IRREVOCABLE NON-EXCLUSIVE
LICENCE ALLOWING THE NATIONAL
LffiRARYOFCANADATO
REPRODUCE, LOAN, DISTRmUTE OR
SELL COPIES OF HISIHER THESIS BY
ANY MEANS AND IN ANY FORM OR
FORMAT, MAKING THIS THESIS
AVAILABLE TO lNTERESTED
PERSONS.

THE AUTHOR RETAINS OWNERSHIP
OF THE COPYRIGHT IN HISIHER
THESIS. NEITHER THE THESIS NOR
SUBSTANTIAL EXTRACTS FROM IT
MAY BE PRlNTED OR OTHERWISE
REPRODUCED WITHOUT HISIHER
PERMISSION.

L'AUTEUR A ACC;ORDE UNE LICENCE
IRREVOCABLE ET NON EXCLUSIVE
PERMETTANT A LA BIBLIOTHEQUE
NATIONALE DU CANADA DE
REPRODUIRE, PRETER, DISTRIBUER
OU VENDRE DES COPIES DE SA
THESE DE QUELQUE MANIERE ET
SOUS QUELQUE FORME QUE CE SOIT
POUR METTRE DES EXEMPLAIRES DE
CETTE THESE A LA DISPOSITION DES
PERSONNE INTERESSEES.

L'AUTEUR CONSERVE LA PROPRIETE
DU DROIT D'AUTEUR QUI PROTEGE
SA THESE. NI LA THESE NI DES
EXTRAITS SUBSTANTIELS DE CELLE­
CI NE DOIVENT ETRE IMPRIMES OU
AUTREMENT REPRODUITS SANS SON
AUTORISATION.

ISBN 0-315-99923-3

Canada



•

•

ABSTRACT

D~spite its growing importance in industrialized nations. the service sector has received
relatively little attention from economic geographers in recent debates over the nature and
significance of the current processes of change affecting contemporary capitalism. This
lack of attention means that we have Iittle detailed knowledge about how the various
industries that comprise the service sector are restructuring ,heir operations and how these
processes. in IU,Il, influence broader economic change. This thesis goes sorne way toward
redressing Ihis imbalance by studying the evoh ing structure of two key sectors of the
Montreal tocrism industry - hotels and travel agencies.

1 OOgin with a.1 overview of past attempts to understand the changing role of the service
sector in devel'~ped econC'mies. 'Conventional' studies have focused mainly on producer
and inforr::::.ion services and have provided valuable insights into the ways in which
services can generate economic development. Unfortunately such approaches have
downplayed the diversity of the service sector and have tended to ignore its role in broader
processes of economic change. Such approaches have also often failed to provide detailed
firm-Ievel analyses of restructuring. 'Alternative' approaches. especially those adopting
new political economy fmrneworks. are shown to provide a broader explanation of the role
lhat services play in structural change. They are. however. constrained. by the
manufacturing bias of much of the literature - with services usually viewed as subservient
to manufacturing. Despite their weaknesses new political economy frameworks are shown
to perbaps provide the oost starting point for the developrnent of a more 'services informed'
approach to understanding current economic change.

ln an allempt to higblightthe strengths and weaknesses of applying such approaches to the
study of services 1first review their ability to explain and predict changes cUTTently taking
place in the tourism industry as a whole. This is followed by a discussion of the empirical
findings of the thesis based on 103 interviews with managers and owners of Montreal
hotels and travel agencies. 1 focus on the following key areas: the evolving competitive
environment, changes in corporate organization. the adoption of new technologies and
shifts in labour use. After presenting the research findings. the ability of new political
economy theories to explain and predict the evolving nature of these IWo tourism industries
is discussed. 1conclude by turning to sorne of the broader theoretical and policy-related
implications of the findings.
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ABSTRACT

Malgré son importance croissante dans les pays industrialisés, le secleur des serviœs n'a
reçu que relativement peu d'attention des géographes-économistes lors des plus récents
débats portant sur la nature et la signification des processus de changement courants qui
influent le capitalisme contemporain, Ce manque d'attention fait en sorte que nous ne
détenons que peu d'informations détaillées sur la façon dont les industries qui renferment le
secteur des services restructurent leurs opérations et comment ces processus. de leur part.
influencent de plus grands changements économiques, Cett..: thèse redresse quelque peu
cette injustice en étudiant la structure évoluante de deux secteurs-clés de l'industrie du
tourisme de Montréal -- l'hôtellerie et les ag~. ;ces de voyages.

Je débute avec un exposé général sur les efforts précédents qui ont été faits pour
comprendre le rôle changeant du secteur des services au sein d'économies développées.
Des études dites 'conventionnel1es' se sont surtout concentrées sur les services de
production et d'informations et ont fourni de précieux aperçus sur les façons à travers
lesquelles les services peuvent générer le développement économique. Malheureusement.
de telles approches ont manqué de faire prévaloir la diversité du secteur des services et ont
eu tendance à ignorer son rôle lors de plus grands changements économiques. Ces
approches ont aussi souvent manqué de fournir des analyses détaillées au niveau de la
restructuration en ce qui concerne les raisons sociales. Des approches alternatives, surtout
<:el1es adoptant de nouveaux cadres politico-économiques. ont pu fournir des explications
compréhensives au sujet du rôle que jouent les services dans le changement structural. Ces
approches sont, cependant. gênées par le fort penchant que la docum,~ntation existante
possède pour la manufacture -- où les services sont habituel1ement vus comme étant
subordonnés à la manufacture. Malgré leurs faiblesses. les nouveaux cadres politico­
économiques ont démontré qu'ils fournissent peut-être le meilleur point de départ pour ce
qui s'agit du développement d'une approche plus informée au sujet des services pour
comprendre le changement économique présent.

Désirant exposer les avantages et les désanvatages encourus en appliquant de tel1es
approches à l'étude d"s services, je revise d'abord leurs capacités à expliquer et à prévoir
les changements qui ont lieu dans l'industrie du tourisme en général. Ceci est suivi par une
discussion des découvertes empiriques de cette thèse basée sur 103 entrevues avec gérants
et propriétaires d'agences de voyages et d'hÔtels de Montréal. Je m'arrête sur les thèmes
suivants: l'environnement compétitif croissant, les changements qui ont lieu dans les
organisations corporatives, l'adoption de nouvel1es technologies. ainsi qu'aux changements
concernant l'utilisation de la main d'oeuvre. Une fois les trouvailles de recherche
présentées, la capacité des nouvelles théories politico-économiques à expliquer et prédire la
D'lture évoluante de ces deux industries du tourisme sera évaluée. Je conclus en
m'addressant à quelques-unes des implications théoriques et aux lignes de condui te
suggérées par les trouvailIes.
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• CHAPTER 1
INTRODUCTION

Shifts on t!Je cOllsumption side. coupled with changes in production.
information gathering and financing. seem to underlie a remarkable
proportionate surge in service employment.. any acccunt of the
transformation of the advanced capitalist economies since 1970 has to
look carefully at this shift (Harvey. 1989. 156-7)

1.1 The growinll significonce or services

During the past 40 years the service sector has grown rapidly throughout the

industrialized world. The tertiary sector has provided enough new employment to

compensate for the massive job losses that have occurred in the manufacturing sector. The

result. in Most nations. has been a transformation of the workforce with manufacturing

employment currently accounting for only a fraction of the jobs that services provide

(Figure 1.I and 1.2). In addition servic:l activities now account for more tban half the

output of most industrialized economies (Figure 13). Indeed it has been argued by sorne

commentators that many rich 'industrial economies' would be more appropriately labelled

as "service econoOOes" (EconoOOst 1994).

Figure 1.1: Employment in Manufacturing
(as % of total employmcnt)
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• Fi!!ure 1.2: Employment in Services
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Figure 1.3: Services as % oÎGDP for 1970 and 1991
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• ln Canada. service employment grew at a cumulative annual rate of 3% from the early

1960s to the early 1990s compared to a rate of only 0.5"% in manufacturing (Royal Bank

1993. 1). In 1967 the goods sector (primary industries. manufacturing and construction)

employed 40% of Canada's workforce whi1e the service sector employed 59% (Table 1.1).

Since 1967 nearly 90% of the job growth in Canada has taken place in services and they

now employ approximately 8 million Canadian workers or 77% of the economy's actively

employed workforce (Royal Bank 1993. 1; Economic Council of Canada 1990) (Figure

1.2). In terms of output. service industries have grown at an average annual rate of 4.6%

compared to 3.4% for manufacturing industries. By 1992. service activities accounted for

over65% of the nation's GDP, upfrom 59% in 1961 (Royal Bank 1993, I) (Figure 13).

Table 1.1: Canada's Sbift to a Service Economy

Activity

Sector Employment

As a sbare of total employment Annual growth
1967 1988 1967-1988

•

Service sector 59.4 70.9 3.4

Producer and circulation 19.7 23.0 3.2
Consumer 21.7 25.7 33
Public 18.0 22.2 3.5

Goods sector 40.6 29.1 0.9

Primary industries 103 6.0 -0.1
Manufacturing 23.9 17.2 0.9
Construction 6.5 5.9 2.1

Source: Economie Council of Canada 1990

The relative growth of tbe tertiary 'leetor has been particularly strong in urban areas.

The traditional manufacturing base of mast North American cities bas eroded since the

1970s; tbe victim of intense global competition and tbe growing tendency of multinationals

to invest overseas (Fainstein 1990; Feagin and Smitb 1987. for tbe European context see

Miles and Wyatt 1991; Martin and Rowtborn 1986). In Montreal. for example. 84% of tbe

urban labour force is now employed in service-related activities (Ville de Montreal 1993a).

This is a substantial increase from tbe 59% who were employed in such aetivities in 1971

(Ville de Montreal 1993b) and it is significantly greatertban tbe Canadian average of 77%

(Royal Bank 1993. 1). Through public investments and development ineentives,

numerous cities have attempted to restructure tbeir eeonomies and alter tbeir land-use

3
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patterns in order to altract and accommodate new economic activities such as advanced

corporate services and tourism (Levine 1989: Goltman 1989: Gappert 1989). In simple

tzrms. service industries are increasingly integral to the continued growth and development

of urban centres.

Despite the growing importance of tertiary activities there is still much debate over how

the service sector should he defined. The broad spectrum of service occupations, from

cocktail waitresses to computer software engineers. and the fact that service oriented jobs

are dispersed throughout othe. sectors of the economy, means that the detailed

classification and segmentation of tertiary activities is a difficult task. At a broad level there

appears to he sorne agreement that services are those economic activities in which the

primary output is intangible (purely comprising labour input) and is consumed when

produced (unable to he stored) (Begg 1993; Quinn and Gagnon 1986,95). Sorne also

argue that services differ from material production in their heavy dependence on constantly

evolving. flexibly allocated labour skilIs (O'FarrelI and Hitchins 1990; Wood 1991a). A

more critical factor is perhaps the notion that services, especialIy consumer services, are

unproductive and are therefore dependent on productive and wealth~reating goods (Begg

1993.817). It is this latter point that has had a significant influence on the ways in which

economic geographers have attempled to integrate service sector change into their analysis

of the evolving structure of contemporary capitalism.

1.% Eeonomie geography and serviees

ln their attempts to understand the evolving character of developed economic systems

economic geographers have traditionally foeused on shifts occurring in the goods

producing elements of the economy. Where services have bl:en analysed and integrated

into analyses of broader proeesses of economic restructuring certain general trends can be

seen. Sorne research approaches are based on the view that the growth of services is part

of an emerging post-industrial economy; with the rise of services secn to partly refiect their

statns as "superior products" (Miles and Wyatt 1991; Gottman 1983; BelI 1974). It is

argued that as discretionary income increases the demand for services will increase,

providing much needed employment for those who have lost work due to the increasing

automation of manufacturing activities. This approach views 'post-industrial' employment

as more rewarding and fulfilling for labour because it demands a higher level of skill. The

implication is that those countries witb an economy dependent on service activities are more

economica1ly advanced than those who rely or. manufacturing activities (Price and Blair

1989.68; Petit 1986). Much of this research bas foeused on particular elements of the

service sector - especially producer services and services that are closely tied te the growth

4
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in information flows and technology. In each of these cases researchers have made an

important contribution by raising the overall profile of services, however they have tended

to view services as separate from the rest of the economy. They also often fail to recognize

the diversity of service activities and the different roles they can play in relation to the

changes taking place in the overall economy (Marshall and Wood 1992, 1256).

Other, more recent, approaches view the relative growth of services as a result of the

deindustrialization of developed economies and general structural shifts occurring in the

manufacturing sector. These Marxist-inspired analyses have, in many cases, evolved from

the restructuring thesis put forward by Massey (984) which is based on the relationship

between the organization of production and its interaction with the pre-existing

characterislics of a place (Marshall and Wood 1992, 1260). White considered an

improvement over eartier frameworks, the restructuring approach is still limited by its

inability to explain in detail why and how structural changes are occurring and how they

influence the role that services play in broader processes of economic change. As a result

several researchers have attempted in recent years to develop a broader and more nuanced

theoretical analysis of shifts in contemporary capitalism. These 'new' poEùcal economy

theories, based on the flexible specialization and french 'regulationist' approaches. argue

that a broad bascd economic and social transformation is occurring in advanced capitalist

economies. 1t is argued that the once dominant framework of production, consumption and

state regulalion, known as fordism. is gradually being replaced by a new competitive and

organisalional period. In response to increased international competition and stagnating

economic conditions, flexible production bas evolved and is considered the driving force

underlying the restrueturing of industrial production in many capitalist economies.

Despite the fact that these newer approaches pride themselves on being more holislic

and broad ranging in their analysis of contemporary economic change they have conlinued

to largely ignore the role of services. While many of the researchers adopting these new

approaches recognize that there bas been a rapid growth in service activities they continue ta

view the modem economy as essentially goods dependent with services providing ooly a

supportive (and sometimes burdensome) role (Allen 1992, 293: Sayer and Walker 1992;

Price and Blair 1989,61: Storper and Walker 1989). This mates it difficult to perceive

tertiary activities outside oftheir relationship ta manufacturing (Allen 1992,293; Marshall

and Wood 1992; Gertler 1992: Daniels 1991; Urry 1987). In simple terms while a number

of ulCful overviews of service seclor restructuring have emerged in recent years (Marshall

and Wood 1992; Allen 199'2; Christopherson and Noyelle 1992; Christopherson 1989;

Wood 1991a), we stilliack the detailed sectoral and firm level slUdies of service activities

5
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that can provide a basis for furthering our understanding of the evolution of advanced

capitalism (Begg 1993. see Milne and Waddington 1994).

The lack of detailed attention that has been paid to the ways in which service activities

interact with the surrounding economic environment has created a number of important

gaps in our knowledge about tertiary activities themselves. and the ways in which they

influence processes of economic change. Not much is known about how services have

been influenced by the types of intensifying competition and shifting consumer demand that

is argued to have forced secondary manufacturers to alter elements of their past

organisational best practice. We know Iittle about the changing organisational structures of

services - especially the relative role that small finns and large enterprises will play in the

future development of the sector. Similarly there has been a relative absence of detailed

research into the dynamics of labour use in tertiary activities despite the fac! that such

employment dominates developed economies. There are also gaps in our knowledge about

the role that new technologies play in shaping the structure and organizational dynamics of

services.

lt is only by strengthening our knowledge of these issues that we can analyse with any

certainty the processes of change that characterise contemporary capitalism. At a

fundamental level the manufacturing bias of much of the Iiterature also diminishes our

ability to judge the efficacy or otherwise of adopting new 'political economy' theories to

explain the broad-based shifts occurring in advanced capit&list economies. As Wood

(199la, 67) notes, "Any representation of modem production change or its social impacts

that focuses only on manufacturing.... is.... damagingly incomplete",

ln an attempt to account for sorne of these gaps in our knowledge sorne geographers

have started to focus on service sector development as a catalyst for local economic growth

arguing !hat it is problematic to assume !hat only manufacturing represents an 'engine of

growth' (Allen (992). lndeed,!here has been a growing cali for economic geographers to

adopt a more 'service-infonned' approacb in their attempts to understand contemporary

economic change. Sucb an approach emphasises !he inter-dependency of services and

manufacturing and situates service sector cbange witbin the context of economy-wide

restructuring, tbus providing a more accurate perspective on the changes occurring in

contemporary capitalism and their spatial ramifications (Marsball and Wood 1992, (263).

While !hose calling for !he adoption of a services infonned approach are weil aware of

the dangers inberent in generalising about service sector change based on studies of

individual teltÏary industries, they nevertbeless point to the fact that these types of detailed

analyses are a necessary precursor to building a clearer picture of the role !bat services play

in modem economies. Urry (1987, 6), for example, argues tbat service industries are

6
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elttremely diverse and that it is grossiYmisleading to failto analyse these differences, while

Marshall and Wood (1992, 12&.» stress the need 10:

clarify the raie of individual services in the economy. at differenttimes
and places, as a means of developing a 'service-informed' view of
structural change,

1.3 The research context

This thesis adopts a services informed approach to understanding the dynamics of

change in the Montreal tourism industry and how these May. in tum. influence certain

aspects of urban economic development, Because tourism itself comprises so Many

different sub-sectcrs. two core components of the industry form the focus of this research ­

hotels and travel agencies. Hotels are often the central base for tourists visiting a city and

therefore influence Many of the tourism choices made by the visitor, Travel agencies are

the primary intermediary between Most travel suppliers and the consumer and therefore

they are one of the best indicators of emerging trends in travel supply and demand, Hotels

and travel agents are also important sources of employment and revenue for the Montreal

economy,

Tourism has become a major component of Western capitalist economies and is one of

the quintessential features of modem life (Britton 1991). The industry is a popular

development option for urban areas bit by job losses in more 'traditional' economic sectors

as it creates employment. stimulates entrepreneurial activity. increases local tax bases and

generates new monetary flows through the urban economy (Haywood 1992; Law 1991;

1992), ln addition. tourism focuses attention on the history. beauty and entertainment

qualities of the city; providing a sense of identity and civic pride arnong residents. city

managers and entrepreneurs (Ashworth and Tunbridge 1990). As tourism develops. new

facilities can also help ta create a better environment, sorne of the benefits of which will be

passed on to local residents. and there will be general improvement in the image of the city

to would-be investors (Law 1992; Shaw and Williams 1994.213). Furthermore. by using

Many of the derelict features abandoned in the economic collapse of other industries,

tourism can also be an economic stimulus for inner city areas (Ashworth and Tunbridge

1990.260).

ln Montrea1, taurisrn has always played an important role in economic development. Il

\Jas become even more significant in recent years as the city bas struggled ta regain sorne of

its lost economic prominence. The Montrea1 tourism industry has helped to creste a bigh

proportion of new jobs in the city and is now thought to employ over 6S 000 people

(Broadway 1993. 32). The hotel sector has grown quickly over the last decade. adding
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over 4 000 new rooms to the city's supply since the carly 1980s (Ville de Montreal 1(92).

thereby dramatically increasing the demand for hotel employees. The travel agency sector

is made up of over 600 retail outlcts throughout the greater Montreal area. and is considered

one of the fastest growing industries in North America (Lavery and Van Doren 1990.67).

1.4 Aims and Objectives

ln attempting to gain a better understanding of how these two components of the

tourism industry have been evolving and how. in turn. these changes may influence

processes of urban economic development. the thesis focuses on the following key aims

and objectives:

i. To analyse the competitive conteltt (international. national and local) within which the
Montreal hotel and travel agent industries operate. and how this has changed since the
late 19705. The analysis revolves around the impact of recessionary pressures, market
saturation, changing consumer demand. new technologies and deregulation on the
industries' performance. An understanding of the way in which lirms restructure their
operations can only be gained through an initial eltploration of the competitive pressures
to which they are responding. Throughout the discussions 1alsa focus on the important
role that the public sector has played in influencing tourism development in the city.

ii. To study how individual firms, and the hotel and travel agent sectors as a whole, ha\'e
been affected by this changing environment and how they are responding to it.
Emphasis is placed on three key areas of service sector dynamics: changing
organisational structure; the use of new technologies, and labour use.

a. By focusing on organisational structure 1aim to determine what types of affiliations
eltist among firms and what etTects strategies of srecialization, market segmentation
and networking are having on the competitive success of enterprises. A key issue,
which ties in closely with current dellates in economic geography, is the Iikely role
that large and small firms will have to play in the future of these industries.

b. In studying the use of new technologies in these industries and their impact on
various aspects of a corporate operations, 1aim to develop a better understanding of
severa! important issues: how ditTerentiai use of, and access to, new technologies
influences the competitiveness of various firm types; how the evolving relationship
between workers and technology influences labour market requirements and skill
levels; and how new technologies may, in the case of travel agencies, influence the
very existence and productive focus of a sector.

c. By focusing on labour use, 1 hope to explore the management techniques that are
currently being used and whether they represent a shift from previous approaches.
The research focuses mainly on cbanges in the use of temporary and part-time
employees, turnover issues, training. the changing role of middle management and
the theme of gender in the workplace.

iii. To provide a clearer understanding of the ability of new political economy approaches
to aid our understanding of the processes of restructuring characterising these two
tourism sectors. The researcb findings will allow me to comment on wbether the
processes of change identified in much of the manufacturing focused literature are alsa
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occurring in these components of the tourism industry. This in tum aHows us to raise
the important question of whether or not fle~ible specialization/regulation school
approaches can provide the basis for the development of a more 'service, informed'
approach to understanding current economic change and its societal implications.

iv. While the primary focus of this thesis is on the nature of the restructuring occurring in
the Montreal hotel and travel agency sectors, 1address two further themes in a more
tentative fashion in the concluding chapter.

a. 1discuss sorne of the economic policy implications that stem from the restructuring
occurring in the industries: focusing on labour market issues and the theme of small
firrn survival.

b. 1alsa tease out sorne broader themes for service sector research that are raised by
the findings of the study.

1.4 Thesis ootline

Chapter two outlines recent debates over the changing structure of services and the

evolving role they play in advanced industrial economies. Much of the chapter concentrates
on the various approaches used to explain the growth of services and inc1udes an

explanation of the new political economy frameworks that are currently the focus of much

attention in economic geography.
The following chapter builds upon this discussion by focusing on one key element of

the service sector. tourism, and how it is being influenced by new compet:tive pressures. 1

provide a brief overview of the rather Iimited attention that has been paid to tourism by

economic geographers and then move on to analyse recent attempts (by geographers and
others) to improve our understanding of the changing structure of the industry and how this

influences processes ofeconomic development. Most of the chapter is dedicated la relating

the basic tenets of the 'new' politicai economy theories outlined in chapter IWo to the trends
identified by previous studies of the tourism industry.

ln chapter four 1outline the context of the research. 1briefly discuss the economic and
industrial development of Montreal; focusing primarily on the evolution of the city's

tourism infrastructure. 1 then move on to provide dlltails of the hotel and travel agency

sectors and why they were selected for research. In the final sections 1 outline the
methodologicai approach adopted.

The following IWo chapters present the empirical findings of the research (chapter 5­

hotels; chapter 5 - travel agencies). In each case 1discuss the competitive pressures faeing

the sectors and the various strategies that companies have adopted in order la respond la the
problems and prospects posed by the evolving operalional environment. The discussion of

corporate restructuring focuses on the key issues of organizalional structure. technology
and labour use.
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The final chapter provides a synthesis of the major research findings and returns to

consider the central research objectives. 1 discuss \Vhether 'new' political economy

theories really assist us in gaining a beller understanding of the ways in which these

branches of the tourism industry are restructuring. 1 then go on to suggest how my

findings may influence future government policy concerning the use of new technologies.

and issues of labour. The chapter concludes with an overview of sorne of the broader

implications of service sector change that are raised by the thesis.
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CHAPTER 2
THE ROLE OF SERVICES - A REVIEW

...modem soc: 11 science has erred in not paying sufficient attention to
various aspec:~ oL.services (Urry 1987. 6).

The chapter begins by summarizil'g sorne service classification debates within economic

geography and an array of other disciplines. The body of the discussion is devoted to

reviewing many of the approaches that have been adopted by those studying the service

sector and its role in processes of regional economic development. Following Marshall and

Wood (1992) this literature review divides the work conducted on services into

'conventional' and 'alternative' approaches. The chapter concludes with a review of the

problems and prospects associated with adopting a "service-informed" perspective to

studying economic change (Marshall and Wood 1992).

2.1 DeftniDS services
One of the most important obstacles to understanding the role of services in economic

change is the lack of agreement concerning their definition. This leads to confusion over

the role services play in the economy and is one reason why services have received

relatively limited theoretical and analytical attention when compared to the ma..ufacturing

sector. Several service classification schemes have œen developed ranging from relatively

simple dualistic approaches to complicated categorisations based on industry specific

criteria.

One of the simplest dassifications is the splitting of tertiary activities into producer and

consumer services • depending on the final consumer of the service (business or

individual). Allen (1988) broadened this simple classification by adding a third category,

circulation services, including transportation and telecommunications. One of the most

widely used frameworks divides tertiary activities into 4 categories: producer; distributive

or circulation; personal or consumer; and social or public services (see Miles and Wyatt

1991, 19: Wood 1991a; Myles 1991). The classification procedure has become more

complex as new bases for categorisation have been introduced. For example. Drucker

(1991. 76) eategorizcs services by the productive performance a given job represents. This

results in three categories of occupations which cut across sectoral boundaries: the quality

performance grouping where the quantity of output is secondary to the quality (eg.

knowledae intensive service jobs such as scientists. politicians and editors); jobs in which

quality andquanlity constitute performance including most knowlcdge and servicejobs Iike

sales clerks, nurses. and waiters: and finally. thase service jobs that are defined by quantity

only Iike filing, making hospital beds and handling death claims.
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This lack of consensus over how to define the service sector is cvident in allcmpts by

Canadian public sector bodies to map out and explain shifting employment structures in the

country. Statistics Canada, for example, relies on a classificationthat divides services into

two major groupings: commercial and non-commercial. Commercial services are funher

sub-divided into distributive, consumer and producer elements (Figure 2.\). Distributive

services are allthose businesses involved in the circulation of goods and information.

Consumer services are more closely affiliated with the individl.al while producer services

are defined as those service activities that cater main1y to other economic enterprises (Picot

1986; Miles and Wyatt 1991, 13: Allen 1988, 16).

Figure 7,1: A Classificatiop or Service Actjyltles

Commercial Services: Distributive

Tramportation (air, ~l, water and gronnd transport)
Storage and warehousmg
Communications (radio, TV, cable, telephones, postal and courier services)
Utilities (e1ectricity, gas, water and sewage)
Wholesale and retai1 trade

Commercial Services: Consumer

Accommodation and food services (hotels, restaurants, bars, !rave1 agencies etc..)
Personal services (barber shops, massage therapists, tanning salons, etc.. )
Amusement and recreational services (theatres, museums, sporting events, etc..)
Misceilaneous services (laundries, c1eaners, funeral services, rentai agencies, etc.)

Commercial Services: Prodacer

Business services (accounting, engineering, 1egal or management consulting, etc..)
Financial services (banlr.s, trust companies, credit unions, m'lrtgage firms, etc...)
Insurance companies
Real estate operators

Non-Commercial Services

Education services (schoo1s, colleges. universities,libraries, archives, etc...)
Health and welfare services (medicallabs, hospitals, social workers, daycare, etc.)
Religious organizations (churches, synagogues, mosques, etc...)
Public administration (govemment)

Source: Picot 1986

By contrast, the Economie Council of Canada (1990) chose to interpret the service

sector in a different way by classifying services in terms of their job creation and growth

potential. The services are categorized as either dynamic services (transportation, finance

and business services) which implies that these services are rapidly expanding; traditionaJ
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services (retail trade and personal services) which implies that these services arc somehow

stagnant and unchanging; and nnnmarker services (health. education and government).

Clearly this is a biased interpretation of the service sector as s')me of the so-called

rraJirinnai service industries are. in facto growing as quickly as many of the Jynamic

services (lSTC 1991). In simple term~. one must be cautious when choosing these types

of labels as they may perpetuate false assumptions about the services they categorize.

Several commentators have criticizect the expansion of service sector classifications.

Sayer and Walker (1992, 58-66) claim that service theorists have created confusion by

failing to distinguish between goods and labour services. The basis of their argument is

that ail useful goods provide a so~rvice in the sense that they are fulfilling a need; and that, as

a result, ail usefullabour renders a service. They argue that many of the industries lumped

under service headings do not belong there, such as consumer finance or restaurants and

hotels. These are seen, instead, to represent goods production or circulation activities. For

example, hotels offer shelter, a useful aspect of a building, which is considered a good.

Having someone take your money or clean up after you docs not represoent a service, rather

such work is hetter classified as sales and maintenance. Thus, Sayer and Walker ( 1992,

61) argue that hotels should be cOllnted partly as manufacturing, partly as retailing, with a

residual of labour services. In simple terms this approach views the dominance of goods

productior. in the modem industrial economy as remaining largely unaltered:

What is called the transition to a service economy is oost characterized as
a widening and deepening of the social and technical divisions of labour,
part of a more general process of industrial evolution and capitalist
development (Sayer and Walker 1992,56).

One problem with this interpretation is that it reduces many services to the level of

mechanistic production operations - which they are most certainly not (Allen 1992). To

address ail elements of an evolving capitalist economy in this 'Alay downplays the

complexity of services and tends to negate the important role that services play in

supporting manufacturing activity and the economy as a whole. To look upen a hotel as

merely a good with sorne residual sales and maintenance work disregards the importance of

the labour services provided by the smiling front desk clerk, or the efficient maid, who are

both a requisite part of any botel room OOing sold. Without the contribution of this labour

consumers may go elsewhere to receive the hotel service they expect. Indeed. as we shall

see. it is often the level of service that is seen as the way to differentiate service activities

from one another. In much the sarne way that 'quality' has come to 00 a driving force in

many parts of the manufacturing sector, there are now many tertiary activities that are
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attempting to become 'service driven' in order to gain eompctitive advantage (Sl'hksinger

and Heskett 1991).

Services do. of course. play an important role in ail seetors of the eeonomy and arc. in

many instances. vital to illlproving overail levels of economic produetivity and

competitiveness (Milne et al. 1994). It has been shown that a large proportion of the total

value added in many goods producing sectors is crcated by service activities that arc

embedded in the product (Quinn and Gagnon 1986; Quinn et al. 1988). In 1987 Canadian

goods industries consumed over 30% of the value of services. Similarly it has been

estimated that 39 cents of l'very dollar of goods exported is actually made up of services

(mostly R&D. marketing and distribution) (ISTC 1991). Thus. to argue that the growth of

services is simply the result of an evolution of the manufacturing sector's needs and

organizational strategies negates many of the service-initiated developments of the last 40

years. Perhaps a better interpretation of the relationship between the manufacturing and

service sectors is that neither dominates the other, rather they are becoming more closely

integrated and co-dependent (Wood 1991a; Allen 1992). In fact, as services become

increasingly prevalent in the economy, service-service interactions are beginning to

dominate (Townsend 1991; Britton 1990; Goe 1990).

2.2 The roll' of services in economic development

This review of research into the service sector and its evolving roll' in developed

economies follows Marshall and Wood (1992) by dividing the relevant literature into two

groupings. Conventional approaches view the growth of service sector employment in

terrns of shifts in business demand and labour productivity (Marshall and Wood 1992,

1256). That is, as consumer incomes rise, more discretionary spending on higher value

goods and services accurs, requiriDg more complex organization and production

techniques. ID tum, the amount of manufacturing employment declines due to new

technology, but service employment grows due to increased demand and an inability to

automate 'personal services' (Marshall and Wood 1992, 1256). These 'post-industrial'

approaches have helped to strengthen our knowledge of the locational tendencies of service

activities aDd have raised the profile of tertiary activities. By contrast, alternative

approaches emphasise the roll' of capital in creating new forrns of production, taking into

accouDt the complex relationship between economic and social change and geographic

structure (Lovering 1989). They provide a more sophisticated analysis of the diverse

character of services and a broader interpretation of the character of structural change

(Marshall and Wood 1992, 1255).
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2.2.1 Conventional approaches

There are three broad approaches to service sector research that fall within the

conventional grouping: the analysis of producer services. the analysis of services as part of

',h~ information economy. and services as explained through the 'geography of enterprise'.

Producer services are seen as being a relevant area of research because of their close

relationship with manufacturing. They are theorised to be at the forefront of service

employment growth alld therefore are considered central to the economic base of many

regions (Marshall and Wood :992. 1257). Much of the empirical work on services

conducted by geographers has concentrated on producer services (see Keeble et al. 1991;

Marshall 1988; Noyelle and Stanback 1984; Gershuny and Miles 1983). but many ofthese

studies have focused almost purely on the locational dynamics of firms. and on their

development as a result of the vertical disintegration of manufacturing firms that

increasingly subcontract service-related tasks.

The second conventional approach emphasises the growing importance of an

information sector, where the production, eltchange and transformation of information is a

key function (Marshall and Wood 1992. 1258). This work is, in someways, a revision of

Many of the ideas of the early post-industrial theorists (Bell 1974) who helieve that we are

witnessing an economic transfonnation toward an infonnation society where service

outputs have largely replaced goods production in tenns of their economic importance

(Marshall and Jaeger 1990). Much of this work concentrates on th,~ development of

infonnation technology and how this has changed the distribution, stori"g and processing

of ail kinds of infonnation (see Bressand et al. 1989; Castells 1989; Hepworth 1986;

Kellennan 1984). Many proponents of Ibis approach argue that information tecbnology will

positively impact the future development of Many service activities by reducing costs

through labour productivity improvements such as the automation of previously routine

tasks, leaving the employee free to spend more time with the client (Priee and Blair 1989,

62). While sorne jobs may he lost others will he generated as the development of

infonnation and communications technology is predicted to bring about a growth in

demand for new services (Marshall and Jaeger 1990, 1341). As a result, it is postulated

that new jobs will he more rewarding and skill levels will increase.

The third 'conventional' approach, the 'geography of enterprise', views large firms as

the primary drivers of advanced industrial economies. This approach is less clearly defined

than the previous two by Marshall and Wood (1992) but is based on the idea that many of

the changes occurring in the global economy, like the breaking down of boundaries

hetween services and manufacturing, or the increasing internationalisation of services, are

the result of activities of large, increasingly international, conglomerates (for examples sec
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Enderwick 1989. Danicls 1985. and Marshall 1982). For instanl·e. the hierarchic'al

character of large firms where different layers of management arc located in \'ariolls places

cano in tum, shape the location of new services (Marshall and Wood 1992. 1259).

While conventional approaches to service sector research have been useflll in

encouraging interest in service sector development their contributions to our understanding

of the role that tertiary activities play in broader processes of economic change have !>een

rather limited. These works tend to ignore the diverse. overlapping geographies of a

variety of services, including public and consumer services. despite the fact that they arc of

vital economil' importance (Urry 1987, II; Schlesinger and Heskett 199\, 72; Townsend

1991,314). The approaches outlined above also tend to provide a rather unidimensional

perspective on service sector restructuring, often neglecting key factors, such as cvolving

employment structures, shifting consumer demand. rising levels of global competition and

the increasing links between goods and services.

Conventional approaches also have a tendency to generalise from the dynamic of

individual services to the entire service sector as a whole (Marshall and Wood 1992. 1263).

and to present these results independent of specifie historie, national and local

circumstances that play such an influential role in the development of regional economic

structures (Marshall and Jaeger 1990, 1341), These approaches often downplay the fact

that service growth is not only influenced by technological or economic reasons but alsa by

spatially specifie social and political developments (Marshall and Jaeger 1990). As a result.

there is no 'natural' trajectory from a manufacturing based economy to a service dominated

economy. and in fact, there are a number of possible ways that services can develop

(Christopherson. 1989, 132).

2.2.2 Alternative approaches
The first 'alternative' approach to understanding the role that services play in regional

economic development draws heavily upon restructuring approaches. which were

developed to understand the mechanisms underlying the decline in traditional manufacturing

industries. Much ofthis research has been inspired by Doreen Massey (1978; 1979; 19&3;

1984) who focused on the relationship between the organisation of production and the

characteristics of particular places in her work on the restructuring of Britain's economy

and it's regional implications. Massey demonstrated that to understand the processes that

produce spatially specifie phenomena. like changing regional patterns of employment. it is

essential to understand the basic unit of production. the firm (Massey 1978).

Economie pressures that are both national and international in nature, such as shifts in

demand. changes in technology and other competitive factors, will force firms to adapt their
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scale and methods of production. lndividual companies respond to these pressures with

three basic approaches (Massey and Meegan 1982. 127). Finns can intensify production

without changing technology by. for example. implementing new fonns of labour force

organisation. They can introduce technical changes in production or. \astly. they can

rationalise (i.e. cut back or close) existing capacity. Each of these will in tum create

impacts of a spatial and aspatial nature. For example. the impact of intensification is

confined to existing factories; there is no significant new investment. or expansion of

employment and no plant closure. Rationalisation does not involvc new investtnent either,

and ail changes in employment are confined to the existing range of plants. However, due

to plant closure, there is a greater possibility of geographical variability between locations

than is the case during intensification. On the other hand, employment change can result

when technical change is the dominant fonn of restructuring and it is not Iimited to the

existing geographical structure. Il is, therefore, possible to find overall sectoral

employment decline linked with considerable job mobility. It is these impacts which can

alter the locational and labour requirements of production, and which may lead to new

spatial patterns of production and employment.

Using the concept of spatial divisions of labour, Massey's later work develops the

theme that the differential distribution of factors such as labour force and community

characteristics may engender a locational response from capital (Massey 1984). In other

wards, white it is necessary to recognise that production characteristics influence location,

50 too does spatial organisation (of social relations) impact upon changing production.

occupational and social structUres. This is especially the case in an age of increasingly

mobile firms when capital is more able than ever before to take advantage of spatially

differentiated social relations while labour remaius relatively immobile.

The major criticisms of Massey's work are that it tends to underestimate the range of

responses that are available to capital, and that it places too great an emphasis on

competition based only on price, and not enough on other strategie initiatives, such as

product innovation (Sayer 1985). Emphasis on the reduction of production costs must be

seen as only one strategy through which the goal of increased profitability can he met

(Milne 1989,56).

While Massey paid littIe explicit attention to the service sector in her work of the early

1980'~. sporadic attempts have since been made to apply the restnicturing approach to the

study of tertiary activities (Townsend 1991; Pinch 1989; Allen 1988; Urry 1987). This

work has made a numher of important contributions. It bas raised our awareness of the

need DOt to treat services as one homogeneous mass. Instead the initial focus should he on

the dynamics and interactions of individual services. This type of research has also
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increased the recognition that the development of specific services is strongl)' intluenced by

their location (Allen 1988. 1992: Townsend 1991: Wood 1991a: Marshall and Jaeger

1990). For example. government policy may encourage or inhibit the investment of

specifie service activities. or a metropolitan area may be preferable for sorne types of

service finns that need to be close to other service and manufacturing clients. Furthennore.

the restructuring approach has revealed the increasingly polarised nature of service

employment. This has resulted from a rise in a 'service class' of professional and technical

workers, and a parallel increase in casual and less-skilled service work (McDowell 1991a.

1991 b; Christopherson 1989; Allen 1988).

The restructuring approach has made an important contribution to research on the

service sector but it does little to aid our understanding of the current socio-economic

dynamics that are propelling these changes. and it does not explain the full range of

strategies used by management to bring about the changes adopted by individual service

industries (Marshall and Wood 1992, 1261; Lovering 1989). Finally, most of this work

still emphasizes the restructuring of manufacturing production as the primary instigator in

economic change, and therefore, services are still only considered as a supporting or

dependent feature in economic transformation (see for example Massey 1984; Scott 1988).

2.2.3 'New' potitietlt economy tlpprotlches
The second set of alternative approaches have emerged from the same theorelical

background as the restrucluring Iilerature but are considered to he more holistic in their

attempts to understand economic processes and the broader social changes that are Iinked to

them (Marshall and Wood 1992). The most important contributions are the flexible

specialization the~is, derived from the work of Piore and Sahel (1984), and the body of

work dea\ing with shifting regimes of accumulation and modes of regulation - drawn from

the French Regulation school (Aglietta 19'79; Upietz 1986; Hirst and Zeitlin 1991).

Piore and Sahel (1984) argue that the 19705 and 19805 were a major turning point in

industrial history when mass production was abandoned in favour of flexible

specialization. The authors argue that mass productiol1, the dominant form of production

throughout most of the 20th century, is in terminal decline due to a number of regulatory

and internai production problems. Primary among these problems are the increasing

difficulties associated with maintaining productivity growth using sca\e economies, and an

increasing saturation and fragmentation of consumer markets (Teague 1990,34). Aexible

specialization strategies were heralded for encouraging the growth of smaller, more flexible

firms that would provide a greater variety and quality of goods and service, and would

employ relatively high skilled craCt workers.
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Aexible specialization represents a modem form of craft production. It is characterized

by highly volatile and segmented markets. As a consequence. flexible firms must he

capable of switching quickly from one market niche to another. It is also characterized by

new technological methods and innovations in order to achieve the necessary flexibility to

survive. Furthennore. there is constant interaction between enterprises and extemal

economic or commercial networks that allow for increased innovation without harmful

forms of price competition. Workers under flexible specialisation methods are required to

he multiskilled and highly adaptable.

Recently though. commentators have argued that flexible specialisation will also he

characterised by the continued existence of large, oligopolistic firms alongside smaller

enterprises (Martinelli and Schoenherger 1991; Milne and Tufts 1993). The keys to

flexible specialization lie in the capacity and intelligence of companies to reap synergies.

systems gains and scope economies; and their possession of production and organizational

flexibility - characteristics which are not at a11 unique to small size (Poon 1990, 109). ln

addition, advances in technology have allowed large finns to he more flexible in the variety

of products they produce. and to achieve hetter quaiity without losing their economies of

scale (Martinelli and Schoenberger 1991). Consequently, the quality and calibre of

managerial personnel, the development of network economies, competitive strategies,

innovations, and the development of new technologies are far more important to the

success of flexibly specialized firms than such 'static' endowments as tradition and sma11

size (Poon 1990).

The other highly regarded body of theory is drawn from the French Regulation School

whose researchers analyze advanced capitalist economies in terms of a series of distinct

historical stages - each differing in production organisation, patterns of consumption, and

forma of state regulation. Each historical phase is characterised by a dominant regime of

accumulation which reflects the relationship between production and consumption (Hirst

and Zeidin 1991. 18; Norcliffe 1993). Each phase also requires some form of institutional

regulation in order to allow accumulation to he sustained - this is known as the mode of

regulation.

According to the French Regulation School there have been four major regimes of

accumulation in the history of capitalism: extensive accumulation; intensive accumulation

without mass consumption; intensive accumulation with mass consumption known as

Fordiam; and the emergent post-Fordist regime. Fordism is considered to have been a

relatively prosperous era with productivity levels in manufacturing growing on the basis of

shifts in organizational strategies. Bascd upon principles of scientific management and

Taylorism (Taylor 1947), Fontist organisational strategies revolved around mechanized
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moving assembly lines and the rationalized tlow of materials with pre-set labour tasks

embedded in a highly fragmented and rigid division of labour (Wood 1988; Braverman

1974; Norcliffe 1993. 196). As productivity began to increase, a rise in the real incomes of

the expanding midd1e class occurred. This resulted in a growing market for goods,

changes in sodo-demographic patterns (eg. dual-income families. fewer children),

increased investment and a growth in consumer goods production (Benko and Dunford

1991, 10).

Sorne of the main characteristics of Fordism included the dominance of mass­

production techniques produciog standardized products through dedicated machines and

deskilled workers (Dunford and Benko 1991. 288). Mass consumption was the

counterpart to this organisational 'best practice' - allowing the absorption of the large

standardized output that f10wed from Fordist producers. Relative labour peace was

achieved by linking wage increases to productivity growth while rising levels of

consumption were reinforced and sustained by the emergence of the Keynesian welfare

state (Schoenberger 1988; Leborgne and Lipietz 1991.30).

Jessop (1992, 27) a follower of the Regulation schocl, suggests thatthe best definiti(ln

of Fordism is that of a distinctive mode of social regulation, since neither Fordist mass

production and mass consumption were ever widespread enough to claim that they typified

the past-war years. He does however argue that there was a general movement toward

three basic fearures of the Fordist mode of regulation: collective bargaining among key

groups of workers based on productivity; Keynesian economic intervention by the state to

secure full employment within the national economy; and social welfare palicies that served

to genera!ise norms of mass consumption. There were national variations in how far these

features developed, their timing and their forms.

According to Regulation theory, the crisis which Icd to tlle demise of Fordism was

caused by two leading factors. The first was a supply-side crisis caused by decreasing

rates of profit. The second was a demand-side crisis caused by the growing

internationalisation of production which resulted in a weakening link between national

growth and demand (Dunford and Benito 1991,288; Benko and Dunford 1991, 10; Hint

and Zeidin 1991). Leborgne and Lipietz (1991) have oudined severa! phases leading up to

the crisis. The first sign of real problems began in the late 19605 when productivity gains

began to slow despite increases in the capital-oulput ratio. As a result, rates of profit fell

and unemployment began ta rise: placing increased pressure on the welfare state. The 1973

oil crisis helped to accelerate tbis series of events, but until 1979 welfare provisions and

govemment intervention worked to snstain a relatively healthy economy. By 1979 it was

recognised that the 'Keynesian' palicies of previons years were not restoring profit levels.
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From 1<n9 to 1982there was a decision to reduce wages and dismantle the welfare state

adding to global recessionary pressures. In addition. unionization and labour conflict rose

during the 1<nOs (Milne 1989. 12).
Regulation theorists daim that although Fordism has been in a crisis both as an

accumulation regime and li mode of regulation. it is unlikely to be succeeded by the types of

flexibly specialised craft production lionized by Piore and SaOOI. Jessop (1992.40) daims

thatthe new 'post-Fordist' or 'flexible' regime of accumulation will revolve around the

exploitation of new technologies; new forms of competition and internationalisation; new

kinds of corporate organisation which combine financial and strategie centralisation with

various forms of vertical disintegration; new types of state intervention in economic and

social matlers; and new forms of labour relations and labour market use.

Despite their different interpretations of key issues both of these 'new' political

economy theories share many common characteristics. Both are based on the notion that a

radical process of industrial restructuring and societal change is occurring, with past

organizational 'oost practice' OOing superseded by new. more flexible forms of activity

(Sayer and Walker 1992; Jessop 1992; Teague 1990).

While the defining characteristics of i1exible production have been widely debated sorne

consensus has emerged (Figure 2.2). Essentially, flexibility is based on the more flexible

use of technology and workers; new inter-firm relations; flexible relations with the market;

and free-market approaches that f!mphasise a breakdown of the welfare state (Gertler 1992;

Schoenherger 1988). The basis of flexible production is the flexible use of technology 50

that one unit can he used for multiple tasks by programming its configurations to produce

new products as demand warrants it.

Aexible labour methods are used to reduce a firm's labour costs and improve

performance. One of the most commonly used models is Atkinson's (1984) which

descrihes the flexible workforce as divided into a smaller but more highly skilled 'core'

grouping. and a less-skilled but larger 'peripheral' grouping. Among 'peripheral' workers

are thase who work only part-time or temporarily. These workers provide the firm with

l.umerica1labour flexibility - the ability to alter numhers as demand dîctates. Core wodcers

are more highly skilled, more highly paid. and work full-time. The latter grouping tend to

he more functionally flexible than their peripheral counterparts. Furtbermore. employment

relations in the 'new' political economy are influenced by a weakened labour movement

and Iocalized wage determination.

The changing organizational structure of flexible firms is characterized. in part. by the

development of new firm relations. There is increased use of networking, subcontracting

and segmentation strategies among firms of ail sizes. Furtbermore. flexible firms are aware
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Figure 2.2: Fordism & Flexibility• Fordism Flexibility

1. Production Mass production economies Based on flexible automation;
concept through fixed capital; economies of scope

economies of scale

2. Technology Machinery purpose built and General purpose adaptable
dedicated. R&D functionally machinery. imponance of design
separate and discontinuous

3. Products Limited range of standardized Product variety and specialization.
products "niche" markets

4. Inputs Materials are energy-intensive Materials are energy-saving and
inf'Jrmation intensive

5. Work process Fragmented and standardized Open-ended tasks. decentralized
and skills tasks. strict division between responsibility. integration of

mental and manual labour. manual and mental tasks. core of
Semi-skiHed workers multi-skilled linked to ~ubcontract

and semi-skilled labour

6. Payment Rate for the job. fonnalized Payment for person. more
system pay bargaining informai wage seUlement

7. Organization Managerial hierarchies. Aalter hierarchies. centralized
and management centralization. molti- management information systems

divisional corporation with decentraIized production.
networks.subconttacting

8. Markets and Domination of manufacturers Domination of retailing. two-way
consumers over !'l'tailers. of producers over relations between customers

users. one-way relations. mass and manufacturer. firm
advertising rather thnn prodUCI advertising

9.Suppliers Slocks held "just in case" Stocks arrive "just in lime"

10. Competitive Competition through cost-eulting. Competition through
sttategy tends to over-production innovation. responds through

subconlracting or layoff

11. Spatial NIDL (New International Reorganized international
Division of Labour) division of labour. increasing

role for regional economies.

12. Size of firm Dominated by large. Growth of smaIl flexible firms.
vertically integrated firms and large. oligo{lOlistic firms

offering custormzed products

• Source: Poon 1990; Gerder 1992; Martinell and Schoenberger 1992•
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of the constant need ta respond ta changes in demand and 'herefore the tend ta provide a

wider variety of products with shorter life cycles. Finally, competition among firms is no

longer based as much on priee, but is more influenced by innovation, quality and diversity

(Figure 2.2).
There bas been much criticism and debate concerning the ability of these 'new' political

economy theories to address the processes of change affecting contemporary capitalism.

The first set of criticisms revolve around the issue of whether Fordism ever existed as a

dominant regime of accumulation during the post-war period. Sorne argue that this is a

contentious, if not inaccurate, portrayal of the real situation since mass assembly line

production has never accounted for the bulk of either manufacturing output or employment

in the industrialised world (Sayer 1989; Sayer and Walker 1992). Furthennore. any

evidence of the spread of Fordist principles to nations outside the developed core and to

se<:tors beyond assembly based manufacturing is relatively weak (Tickell and Peck 1992;

Hudson 1989; Sayer and Walker 1992, 195). Finally, mass unionization, the productivity

wage. and the state-funded social wage did not produce any discernible jump in mass

consumption in ";e rnid 20th centu.y; wages and mass consumerism had expanded at a

relatively steady p"ce for the preceding century or more (Sayer and Walker 1992. 195).

A second set of criticisms concern the 'crisis' of Fordism (Sayer 1989; Amin and

Robins 1990; Hudson 1989; Teague 1990). Evidence of a relative decline in rates of

output and productivity in mass production industries is inconclusive, with sorne c1assic

mass production indusiries growing rapidly while others have been declining. Sayer and

Walker (1992, 197) propose an alternative interpretation of the 'crisis' claiming that it

resulted from market saturation combined with a relative lar,k of new sectors that could

have provided innovative products to stimulai,; new demand. Furthennore, sorne

commentators argue !hat the decline in mass markets may not be the result of inefficiencies

in Fordist production methods, but could he due to exogenous factors, such as sagging

demand, penetration of national markets by the differen: products of foreign producers, and

new product innovation in general (Sayer and Walker 1992, 197; sec also Gertler 1988;

1989; 1992).

Other criticisms come from those who feel that the 'new' flexible regime of

accumulation is not a clean break from past Structures, but is just another variation of

previons forms of industrial organization. Amin (1989) bas pointed out !hat sorne of those

lheorists who bave adopted the rellulation approach are wary of describing the emerging

regime of accumulation as somethiDIl completely new, while others are equally careful not

to predict any specific organisational outeomes of the changing environment (Upietz 1987;

Leborgne and Lipietz 1988). What may he emerging are new pennutations of previous
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forms of industrial organization rather than a single trend towards a 'new' set of

organizational structures (Lovering 1990; Gertler 1988; Hudson 1989). Indeed. mass
production and flellibility need not be considered as alternatives; mass producers are able to

increase levels of flexibility and decentralize their operations while smaller firms often
improve their efficiency through the introduction of new technologies (Amin and Robins
1990; Sayer 1989; Tiekell and Peek 1992). Many commentators argue that mass

production is alive and weil. and that much of the literature on post-Fordism is long on
speculation and short on coherence because it is based only on selected ellamples whose

spatial. sectoral and temporal specificity is rarely acknowledged (Sayer and Walker 1992;
Cohen and Zysman 1987; Gertler 1992; Teague 1990).

Further criticism stems from the dangers of theorizing about the development of
industrial capital as though changes in its character result simply from factors endogenous

to industry. ignoring the influence of local conditions (Norcliffe 1993; 1994). Despite the
fact that Regulation school theorists pay a great deal of lip-service to variations in

regulatory systems and how they will influence productive activity. these elements remain

some of the Most tentative and poorly developed aspects of the theoretical framework
(Tickel1 and Peck 1992). Differences in the economic, lechnological, urban, political. and

cultural context as wel1 as the size of a country and ils population distribution. the structure

of the urban hierarchy and the dominance of big business and its influence on the national

economy. can all help to shape the nature of restructuring in any location (Marshall and
Jaeger 1990; Sayer and Walker 1992; Norcliffe 1993; 1994; Marshall and Jaeger 1990).

A further criticism of this body of work, and ils ability to comprehend cumnt economic
change. is the fact that much of the research has focused on the manufacturing sector.

largely ignoring the growing dynamics of services. Often when tertiary activities are

mentioned. they are seen as secondary in importance to manufacturing industries. The latter
are considered to he the core of capitalist economies, acting as the primary instigators of

economic change. For example, Sayer and Walker (1992, 104) daim !hat.

the economy can still he characterized in classical terms as a system
dominated by industrial production. whose outputs come mostly as
tangible goods: goods circulating primarily as commodities,
accompanied by the circulation of money; produced by human beings
with the help of machines, technical knowledge and rational
organ~zation; and consumed by the various classes of society...the
proliferation of so-called service sectors and service occupations cao he
explained in terms of burgeoniDg social and technical divisions of labour
throughout the industrial system.
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The manufaclUring bias of economic research has had an important impact on current

analysis of economic change (Christopherson 1989. 132). For example. there has been a

greater emphasis on the coordination of inputs rather than the distribution of outputs.

There has been greater attention given to firm and inter-firm links than to the role and

character of establishments or worksites within firms. Perhaps the major weakness of the

'new' political economy theories is their tendency to explain the evolving dynamics of

tertiary activities purely in relation to shifts within manufacturing. For example, when

services are acknowledged, researchers focus mainly on producer services - most notably

business and financial services - hecause they are seen to he more closely linked to

manufacturing industries and are therefore often considered 'dynamic' or 'high-end'

services, implying that they are of greater importance to advanced economies. This

research fails to address the importance of other service activities such as consumer or

public services, which can he just as dynamic as producer services (Marshall and Wood

1992, 1263).

The growing prominence of service activities poses a serious challenge for
studies of urban and regional development which, until recently, have been
dominated by models of change that are based on the manufacturing sector
as the primary engine of growth (Marshall and Wood 1992, 1255).

Dt:spite the criticisms that surround many of the ideas of the 'new' political economy

approaches, many commentators are borrowing from these frameworks in their attempts to

unrlerstand the changing structure of the service sector and its evolving role in developed

economies (Wood 1991b; Coffey 1992). 'New' politica\ economy theories represent a step

forward from the earlier approaches previously described because they incorporate ~roader

processes of structural change, resulting in a more holistic interpretation of the current

economic situation. Due to the wider variety of issues that are addressed by these theories

they can perhaps help to explain processes of service sector restructuring, and provide a

possible framework for understanding the dynamics of service-driven change.

Neverthelesa, the manufacturing bias of the work and the limited number of empirical

studies that have focused on service issues leave many commentators unsure about the

efficacy of adopting post-Fordist frameworks in attempts to explain current economic

change (Christopherson and Noyelle 1992; Milne et al. 1994).

2.3 Towards a IIeniee-iaformed approaehT
The lack of detailed attention that bas becn paid to the ways in which service activities

are restructuring and how, in tum, they interact with the surrounding economic

environment has created a number of important gaps in our knowledge and has allowed
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certain 'myths' about tertiary activities to go unchallengcd. Rcscarchers have rarcly

addressed the fact that services can pro"ide manufacturing industries with the tool5 to

become more efficient and better able to respond quickly to shifting consumer demands

(Marshall and Wood 1992: Wood 1991a: 1991 b). Sorne critics complain that Wilh job

losses in manufacturing, the economy is becoming one of hamburger flippers and sales

clerks, but services have also created many high paying jobs in such highly skilled areas as

telecommunications, research and development, and financial services. Services actllally

represent elements of the economy that are often essential for achieving broader tlexibility

(Coffey 1992; Wood 1991a, 1991b; Allen 1992).

Services are also often considered to be low-value added activities yet sorne tertiary

activities add value to their final outputs at comparable or higher rates than their product­

oriented counterparts (Quinn and Gagnon 1986). Because services are labour intensive it

has also been assumed that capital investment will be limited. Evidence from Canada

shows, however, that the service sector as a whole is at least as capital intensive as the

manufacturing sector, especially in ,he transportation, communication and financial

segments (Royal Bank 1993). In addition, there are service companies of sufficient scale

to be sophisticated buyers and producers of technology (Quinn and Gagnon 1986;

Schlesinger and Heskett 1991). A final myth is that services are unproductive and

inefficient, yet sorne service industries have ellperienced productivity increases great

enough to fuel local growth in per capita income (Townsend 1991; Magnet 1993; ISTC

(991).

ln an attempt to account for sorne of these gaps in our knowledge a growing group of

geographers have started to focus on service sector development as a catalyst for local

economic growth. Townsend (1991, 3(6), calls for a greater ell8mination of specific

services and their contributions ID regional economies. He argues that service growth may

be the best route for local economic development because tertiaty activities do not need to

be located in the same place as material production, and therefore, they may be as good as

other industrial sectors in m8lÙmising local economic activity and income. Allen (1992,

302) agrees that it is problematic to assume that ooly manufacturing represents an 'engine

of growth'. As local economies lose their manufacturing base tbey need to find new

industries to generate employment and income. As a result, it is more important than ever

to develop a frameworlt slÙtable for understanding the relalionship between service glOwtb

and structural change•
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It has recently been suggested that a 'service-informed' approach to
economic geography research, which emphasises the inter-dependency of
services and manufacturing and situates service sector change within the
context of economy-wide restructuring, May provide a more accurate
perspective on the changes occurring in contemporary capitalism and their
spatial ramifications (Marshall and Wood 1992, 1263).

Marshall and Wood (1992) do not spell out any specilic framework for their service­

informed approach, but they do cali for greater empirical research on services. As

suggested previously, post-f'ordist theories May represent a possible step forward in

understanding services if sorne of their manufacturing bias is reduced. To do that, an

explicit recognition of how services differ from manufacturing is needed. For example,

how, among other things, do services differ from manufacturing in their use of technology

and labour? Services have been recognized as ~ing highly capital intensive but, unlike

manufacturing, this does not necessarily reduce their reliance on labour, though it can

change skill requirements (Marshall and Wood 1992, 1265; Wood 1991a, 71). Since

services use technology differently than many manufacturing firms, alternative methods for

analyzing labour performance are also required. Measuring levels of productivity, using

traditional manufacturing approaches, denies the importance of the workers who are in

direct contact with customers - whose central role is in encouraging customer satisfaction.

ln facto the more that technology becomes a standard part of services, the more important

personal interactions are in satisfying customers needs and differentiating competitors

(Schlesinger and Heskett 1991,74).

Because different services influence economic change in a variety of ways the role of

individual tertiary activities in the economy (at different limes and in different places) must

he clarified in order to develop a 'service-informed' view of structural change (Marshall

and Wood 1992, 1266). The ahility of post-Fordist theories to provide a detailed

understanding of service activity needs to he empirically tested in order to gain a basic

understanding of whether such theories can adequately explain the Many changes taking

place in the tertiary sector. This thesis aims to address this issue by providing a detailed

empirical investigation of how key elements of post-Fordist frameworks relate to two

tourism sectors. BefOTe discussing the results of the research an overview of changes

influencing the tourism industry as a whole is provided in the following chapter.
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CHAPTER 3
THE CHANGING TOURISM INDUSTRY • AN OVERVIEW

...vital elements of the study of travel and tourism...are dealt with in
descriptive and weakly theorised ways. This is a major problem for the
advancement of the geographic study of tourism. Geographers worlting
in the field have been reluctant to recognise explicitly the capitalistic
nature of the phenomenon they are researching...This problem is of
fundamental importance as it has meant an absence of an adequate
theoretical foundation for our understanding of the dynamics of the
industry...(Britton 1991,451).

1 begin with a brief overview of the tourism industry's many components and then

review recent attempts to theorise the changing structure of the industry and the role it plays

in economic development. 1focus on the key themes alluded to in the aims and objectives

section: the competitive environment. shifts in the organizational structure of the tourism

industry. the influence of technology, and changing labour use. The final section of the

chapter retums to the 'DeW' political economy frameworks outlined in the previous chapter

and reviews their ability to aid our understanding of the current processes of change

affecting tbis branch of the service sector.

3.1 The tourlsm iDdostry • a brier overvlew

Tourism is a complex and often misunderstood industry representing a range of

enterprises from hotels and souvenir shops to airlines and travel agencies each of which

produce distinct services and goods for incorporation into tourist 'products' (Economist

1991,4; Britton 1991,456; Mullins 1991). Tourism Canada has attempted to account for

Ibis diversity by developing a model that divides the various components of the industry

into three groups according to their dependence on tourism revenue (Figure 3.1). Those

activities considered core to the tourism induslry. such as accommodations, transportation

and souvenirs, rely almost exclusively on tourists for their income, As one moves away

from the centre, Ille reliar.ce on tourists as a source of revenue becomes less important ln

the tirst periphery, I>ctiv. ies such as COnstnlCtion, cIolbing and distiIlers have an important

part to play in supplyh:.g the tourism industry, but tourism is not their primary source of

income. In the second periphery are those activities, such as sporting events, film

processing stores and retailers, that benetit from tourism but regard tourists as only a minor

source of revenue (Figure 3.l).

Clearly many 'tourism' activities, are also widely used by the local population - only

adding to the complications inherent in trying to determine the industry's cconomic impacts

(Richter 1987,221; wro 1990). Most tourisrn products, as is the case with many service
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• outputs, tend to be produced and consumed simultaneously. Once the product is consumed

it no longer ellists, the only remaining value being the memory of the experience, and

therefore tourist services can never be ellactly reproduced.

Figure 3.1: Defining the Tourism Industry

® Core
Accommodation
Transponatioo
Food & drink services
Travel "Mles
Tour oomJllUlÏe5
Souveoirs
T18vellers cheques
Attraelions
eampng
Fisbing
Hunting equipmentIl"'.Car rentais

Source: Tourism canada 1990

•lst Periphery
Conslruction
Real eslIIIe
Distillers, brewers
Auto manufacturers
Motor fuel producers
aOlhing manufactuler
Telcoommunicalions
Educalioo & training
Computers
Airplane manufactuler
Cartographers, printer
Fmancial insûtutions
Advertising media
Food producers

• 2nd Periphery
Holel suppliers
Restaurant suppliers
Auroclubs
Parks,recreation centre
Sporting events
Taxi services
Cameras, mm
Maps, travel books
Museums, theatre
Cultural activities
Reservation systems
Rdailers
Credit Cards, banking
Service stations

•
Tourism rose to international economic significance in the late 19508 with the

development of 'mus' forms of travel packaging and new transport technologies. The

sustained increases in economic productivity and discretionary incomes that characterised

developed nations durina the post-WWII period, together with the continued division of

peoples Iifes into 'leisure' and 'work' components, fuelled Ibis growth in the industry
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• (Richter 1987,216). New social attitudes also began 10 predominate with consumers

increasingly viewing travel and leisure as a right rather than a privilege (WTO 1990).

The growth of international tourism has been astounding. The number of international

travellers increased from 60 million in 1960 to an estimated 411 million in 1990, and is

expected to reach 600 million by the year 2000 (Bodlender 1990,247; Gouirand 1993,22)

(Figure 3.2). The WTO (\990, 3) estimates that the $2.4 trillion contribution of travel and

tourism to the world economy in 1989 was equivalent to 12% of global GNP; ovcr 5% of

global sales of ail goods and services; and 15% of global service sector sales. Added to

this is the fact that domestic tourism is estimated to involve ten times the number of people

travelling internationally (Economist 1991,4). In many nations, tourism provides higher

value-added figures than those found in Key manufacturing activities (Figure 3.3).lndeed

sorne argue that it is the world's largest industry employing one in fifteen people

worldwide (Tourism Canada 1990; WTTC 1991; WTO 1990). Tourism also helps to

support the development of basic infrastructure, il slimulales complementary industries

through indirecl mulliplier effecls, and promoles foreign inveslmenl (WTTC 1991, 23;

Price and Blair 1989, 67).

ln Canada, international and domestic tourism generated $25 billion in revenue in 1990,

with the former growing to become the nation's third largest source of foreign exchange.

The industry employs 632,000 people (Tourism Canada 1990; 19(1). Tourism

Figure 3.2: Development of Intemational Tourism
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• Figure 3.3: Value-added for Tourism vs Other Industries
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employment in Canada grew at an annuai rate of 4% between 1975 and 1989. surpassing

the growth rates of all major industrial sectors (Tourism Canada 1991; Wickens 1991;

Heinricb 1994b). In Quebec. tourism also plays a significant role, with tbe industry

generating revenues of over $4 billion or 2.5% of GPP in 1990. Due to the $1.1 billion

generated from intcrnational market!'. tourism bas become tbe province's fiftb most

important source of foreign eKchange. placing it ahead of the food processing and textile

industrics and hydro-electric power generation (Tourism Canada and Tourisme Qucbec

1992; Cluzeau 1991; Tourisme Quebec 1992). The industry employs approximately

225,000 people across the province (Cluzeau 1991). Approximately 80% of the tourism

industry is made up of smal1 and medium-sized businesses that are local1y owned

(Tourisme Qucbec 1992, 5).

3.2 The evolvlq toarbm IDdutry • tbeoreticai perlpectlves
Economic geographcrs bave conducted relatively little researcb 00 the toutism industry

and its raie in "'gional ecooomics. There are exceptions. such as Townsend (1991, 316)

who bints at the ability of ncw forros of tourism establishments to eithcr displace income

and jobs. or provide additions to the economic base. depending on the local slralegy of

economic developmenL Townsend (1992) expands on these ideas by focussing on the

geograpbic distribution of tourism employment growth in tbe 1980s tbrougbout Britain.
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He linds that older tourism areas of Britain, sueh as seaside resorts, have experienced

reduetions in their tourism employment as new forms of 'herilage' and 'historie' lourism

destinations have evolved. Another eeonomic geographer. Allen (1992). agrees with

Townsend's analysis and argues thallocaltourism development tends to he uneven. with

sorne areas henefiting much more than others. However. Allen (1992) also points out lhat

making generalizations about tourism growth is risky due to the diverse ways in which

cilies and regions promole Iheir areas. and the different seale of companies involved in local

tourism development.

Similar findings are drawn by Bull and Church (1994) who examine employmenl

growth in the British hotel and eatering seetors. By analysing a partieular tourism sector.

Bull and Church are among the first economic geographers to realize that tourism is made

up of many different sectors and therefore. that it is difficult to accumtely analyse tourism

as one industry. a weakness inherent in both Townsend's (1991;1992) and Allen's (1992)

work. Bull and Church (1994) have also broadened the analysis of tourism and regional

development by further strengthening our knowledge of how the spatial outcomes of

tourism employment growlh are influenced by shifting consumer demand.

White this body of work is to he welcomed for its incorporation of tourism into

economic geogmphy discourse. it largely fails to add to our understanding of the role that

corpomte restructuring in tourism can influence regional economic development. The

studies cited above focus on the spatial distribution of tourism employment growlh (or in

the case of Bull and Church ( 1994) hotel and catering employment growth) across Britain

and how this contributes to the uneven development of the British economy. None of the

work addresses the possibility that firm-spccific changes may have influenced the research

findings. While Allen (1992) docs briefly discuss the influence of tourism enterprises on a

region's development. only Bull and Church (1994) cali for further supply-side rescarch to

understand the intemctions between different elements of the hotel and catering sectors, and

the evolving spatial division of labour.

Tourism geogmphers have, on the other hand, focused largely on descriptive studies

that are concemed with the movement of tourists, resort development. or economic,

environmental and socio/cultural impacts (Britton 1991.451; Pr,arce 1989; Shaw and

Williams 1994). Many of the more theoretical developments in tourism geogmphy have

evolved from attempts ta understand the spatial and temporal dcvelopment of resort areas.

One of the earliest attempts to move beyond simple descriptive analyses was made by

Butler (1980) who introd.;ced the idea of the tourism arca cycle of evolution (fACE). This

framework was adapted from the product Iife cycle - a model that was based on the prcmisc

that demand (and hence output) for a particular product follows a pattern of introduction
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(\ow demand), rapid expansion. malurily (growlh in demand but at a declining rate). and

eventually decline (see Hoover 1948; Vernon 1966; Storper and Walker 1983). The TACE

envisages destination areas initially receiving a small number of visitors. due 10 lack of

publicity. and infrastructure, As these preconditions to 'take-orr are fulfilled. destinations

receive more lourists untilthe point where their carrying capacity is reached or exceeded,

thereby destroying their attractions and causing a decline in visitor numbers. Control and

source of capital, and hence benefit, is envisaged as evolving from local to exogenous

'1ctors (Grekin 1994).

The many variants of the product life cycle have been widely criticized by economic

geographers as being overly simplistic. They generalize from stl11ctural tendencies to real­

life results. They also lack empirical support to substantiate many aspects of the model

thereby reducing its overall credibility (see Storper and Walker 1983. Storper 1985 and

Taylor 1986 for further discussion). While the resort cycle model suffers from an identica1

array of criticisms it still remains an important model of development in tourism geography.

Tourism geography has has also borrowed heavily from tbeories of economic

dependency. These approaches have been used to explain how the structure of the tourism

industry can negatively affect the local development oftourism (Brillon 1982; Turner and

Ash 1975; Hills and Lundgren 1977). Essentially, tourism is seen in sorne regions as

being an exploitative industry because the destination has become dependent on external

sources of capital, such as tour operators, travel agencies and airlines who control and

benefit from tourist expenditures through their direct dea1ing with clients. This means that

a great deal of tourist expenditure never reaches the tourism destination. It also leads to a

Icss oflocal control over tourism development, and often local resentment (see Grekin and

Milne 1994 for an overview). These studies conclude that,

The international tourist industry, because of the commercial power held
by foreign enterprises, imposes on peripheral destinations a
development mode which reinforces dependency on, and vulnerability
to, developed countries (Britton 1982,355).

Dependency theories have largely lost their popular appeal as their weeknesses have

been exposed. A major problem is their failure to acknowledge the ability of local forces

and actors to influence tourism development and that these forces can he as important as

global or external influences (Pocn 1988a; Corbridge 1986). They a1so fail to acknowledge

the dynamics ofcapitalist accumulation in either the local or global arena, often ignoring or

down playing the impacts of technology change, shifts in markets and macroeconomic

relations, and the emergence of other competitive pressures (Grekin 1994; Upietz 1987;

1993; Milne 1994).
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While such models of tourism development represent important contributions 10 our

understanding of the dynamics of tourism growth in a region. they remain quite limited in

their ability to contextualise these shifts. For example. they do not take into account

changes in both supplYand demand. such as finn-specifie changes that may cause a hotelto

close or consolidate with another. or shifts in tourists demand for new types of travel

destinations (Cooper 1990). They also tend to overlook changes in the overall structure of

the tourism industry and rising competition from other areas (Debbage 1990). As a result.

such models provide \ittle understanding of how the evolving structure of the tourism

industry has influenced regional development. A further critical shortcoming of these

approaches is their inability to fonnulate workable strategies that might allow destinations to

escape the resort life cycle or dependent tourism development (Oppennan 1993).

Britton (1991) recognized this when he expressed growing concem about the inability

of current tourism theory to grapple with the complex relationship between the evolving

structure of the industry and ils impact on processes of regional development:

...the geographic study of tourism requires a more rigorous core of
theory in order to conceptua.ise fully ils role in capita\ist accumulation.
ils economic dynamies, and ils role in creating the materiality and social
meaning of places (1991. 452).

While Britton's (1991) cali for the development of a new body of tourism theory has not

yet been fully answered sorne progress is being made. Recent years have seen a small

group of researchers begin to transfer some of the new poiitical economy approaches

oudined in chapter two to tourism research (Poon 1990; Urry 1990; Milne 1992; Peacock

1992; Mullins (991). The rest of this theoretical discussion of tourism will focus primarily

on the work of Poon. One of the most widely published researchers of the group and the

author who focuses most explicitly on the public policy implications of economic

restructuring in the tourism industry.

Poon (l988a, 1988b, 1989, 1990) argues that the tourism industry is witnessing a shift

from 'old' forros of consumer demand and organizational hest practice toward new forros.

Old or mass, standardised and rigidly packaged (MSRP) tourism. is secn to he giving way

to an emergent forro of tourism based on flexibility, segmentation and diagonal integration

(FSDI). MSRP tourism was created and sustained by a numher of favourable featum of

the post-war WWII period. including: the development of long haul jet passenger aircraft.

cheap oil and the enshrining of rigid working times and holiday periods in western culture.

Competition was based largely on price with economies of scale achieved through the

development of 'mass produced' holidays that package cheap 'sun-Iust' destinations.
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• The perfonnance of new tourism no longer rests solely on economies of scale and the

el(ploitation of mass undifferentiated markets .. Under FSDI economics of scope. system

gains. segmented markets. and customized holidays are becoming more and more

important for profitability and competitiveness <Figure 3.4). Ael(ibility is found in the

organization. production and distribution of trave!. Thc increasing use of information

technology plays a major role in facilitating this flel(ibility in the travel market-place.

Segmentation results from. and also facilitates, the breaking up of mass marlœts into c\uster

segments who display a diversity of needs and characteristics. Finally, diagonal integration

is the process whereby service firms move into new and different activities through

alliances and networks. Il is postulated that considerable synergies, systems gains. and

scope economies can he derived from such integration.

FIGUBE 3.4; The ChaPlinl Strosture of International Toprlam

Mass, standardlzed and
rigldly.packaged touism

Information technology
increases the quality and
efficiency of tourism

-'>

Flexible, segmented, eustomized
& diagonally integrated tourism

tourism as a 'system' of wealth
creation and new services

•

Jet aircraft, promotional -'> passenger mix, optimal routing
fares, charter flights

Sun lust -> Anti-sun syndrome

Tinsel andjunk -> ReaI,nat~,authentic

'The more the merrier' -> Growing concem, planning

Vertical and horizontal -> Diagonal integration
integration

Franchises -> Designed and custom-made

Mass markets -> Segmentation and niches

Mass, impersonalized -> 'High tech, high touch'
services

Scaleeconomies -> Ec.:oo0mies of scope and system
gams

Source: Pooo 1989,93.

This new best practice is 'enabled' by a numher of factors including the diffusion of

new information technologies (especially computer reservation systems - CRS) throughout
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the tourism industry which increase the efficiency, quality. and tlexibility with which travel

services are supplied. Most significantly such technologies al10w different components of

the tourism product to be linked together in an efficient and innovative manner. Other

'enabling' factors that have helped to bring about new forms of tourism include

deregulation in the airline industry and financial services, the negative impact of mass

tourism on host countries. increasing environmental pressures and changing consumer

tastes (Poon 1989,92). Others have also noted sorne of these changes, such as Peacock

(1992) who has commented on the shift in tourist demand towards a new consumer who is

more individualistic, and less attracted to mass forms of consumption. Another, Mullins

(1991), discusses tourism urbanization (a process of urban development whereby the city,

or part of a city, is built exclusively for pleasure) as a 'new' form of tourism development

that is characterized by a flexible system of production and catel'll to both mass and

customized demand.

Poon's model of 'new' tourism bas some profound implications. She argues that

competitors increasingly come from outside the tourism industry as many non-tourism

sectol'll are getting involved in tourism related functions. With new technology,

deregulation and various forms of alliances, the 'new' tourism industry is hecoming

increasingly competitive (Urry 1990; Thompso\l 1990). Another implication is that

suppliers will need to get closer to the consumer in order to understand the comple7Jty of

demand. As mentioned previously, many tourism researchers have noted a change in

consumer attitudes resulting in a greater divel'llity of consumer tastes (Peacock 1992; Urry
1990). Furthermore. beeause of the frequent changes in consumer demand fmns will bave

to quickly mall:h their stills and resources to the market-place (Poon 1989, 101), A final

implication is !hat new information teehno1ogy. especially CRS, cao he vital in influencing

a firm or reBÎ0n's competi~veness, Thase reBÎons and tourism companies that are under­

represented in terms of ownel'llbip of, or participation in, tbese CRS systems will find it

more and more diffacult to compete in the DeW tourism environment (Milne 1992),

The parallels of Poon's (1989; 1990) analysis with the 'new' politica1 economy theories

outlined in the previous cbapter are clear, Many of the previously descrihed tourism

developments appear to mirror the structural changes that are perceived to bave lIken place

in manufacturing industries. The major weakness of Pooo's approacb stems mainly from

ber focus on tourism as one bomogeneous industry. As a mol!, there is \iule detailed

understanding of changes taking place within perticular stetors, nor of any intra firm

change, and therefore. we are unaware of how individual firms are responding to the new

tourism environment. ln fact, the lack of a firm-Ievel focus in their anaIysis oC the tourism

industry, is a criticism 1hat cao he levelled at a1most all the tourism literature cited bere.
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Poon's (1989; 1990) analysis also tends to foc us mainly on the impact and tlel'.ibility of

infonnation technologies and changing organisational structures. but neglects to stress the

impacts of changing labour patterns and management techniques which are 50 important at

the finn level (Milne 1992). Furthennore. Poon (1989; 1990) implies that there is a

singular shift from old fonns of tourism to new fonns. yet it is c1ear that despite the growth

of new types of tourism. mass tourism remains alive and weil (Shaw and Williams 1994;

Economist 1991; Urry 1990). For example. Shaw and Williams (1994.248) maintain that

in the future•

...there will be a strong and still viable market for mass tourism, bath
from existing participants in tbis form of leisnre and, more importantly.
from newer consumers...[and)...there is likely to he a continued growth
of...more critical consumers wbose leisure interests fall witbin the
realms of green [newl tourism.

As a consequence, Poon's use of a new-old tourism dichotomy appears to hinder our

ability to grapple with he variations and comp1exities that are inherent in the vast tourism

industry.

3.3 The restrac:turiDI of tonrism
Despite the problems inherent in these attempts to apply post-Fordist approaches to the

study of tourism, the work of Poon anù others does represent an important attempt to create

a more rigorous body of theory for the study of tourism and its interactions with

regionaVnational ec:onomies. What remains is to build on this work and focus on the firm

level changes that are. to a large extent. missing from this analysis. What follows is a

review of current trends discussed in the services and tourism literature. i focus on those

thernes outlined earlier as being Itey in helping us to unde-"SlaIId the evolving service sector:

the competitive enviroument (including the role of government); changing organisational

structure; the l'Ole of tecbnology; and shifts in labour management.

3.3.1 TI•• co",p.liti•• •,..iro,.",.nl

During the 19708. c:ompetition intensified dramatically for Many firms as a resu1t of

foreign imports. domestic market saturation, and the effec:ts of deregulation on bath

manufacluring and service industries (Teague 1990; Schoenberger 1988). Furthermore.

extemal ec:onomic facton such as the recession. fluc:tuations in exchange rates, and free

trade dea1s have ail contributed to the increasingly competitive global environment.

The service sec:tor has not been immune to many of these competitive pressures. The

advent of new technology, the intemationalization of markets, increasing cost pressures

and trends toward growing concentration via mergers and acquisitions Mean that Many
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• tcrtiary activities are cxperiencing the type of far reaching restmcturing that manufacturing

has undergone since the late 1960s (Roach 1991.88; Howells and Green 1986; Begg

1993.821). Furthennore. the recession of the 1990s was the tirst recession to have a truly

marked effect on the service sector (Begg 1993.822). Prior to this recession. the service

sector had grown relatively steadily. remaining far more insulated to the fluctuations of the

global economy than the manufacturing and primary sectors.

As Canada's GOP decreased during the most recent recession, tourism sectors. such as

airlines and accommodation. experienced rapid reductions in revenue that far exceeded the

actual drop in the overall economy (Figure 3.5). As a result. consumers became mo"

cautious about spending on travel (McDougalll99l; Go 1990; Fisher and Marescotti 1993;

Frechtling 1987; Cockerell 1990) and, in tum, tourism employment dropped by 3.4%

during the recession years of 1990-\99I{Chadwick 1992. 1). Employment in these

tourism sectors experienced even greater fluctuations than the overall workforce which

decreased by only 1.8% (Chadwick 1992. 1) (Figure 3.5).
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Figure 3.5: GDP Chanl!e in Canada and Two Tourism Sectors
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•
Competition bas also intensified because of pressures within the tourism industry. This

is due to a number offactors including the relative esse of entry into certain segments of the

industry. and the deregulation of airlines and financiai institutions in developed nations

(Teoros 1993,33; Thompson 1990). Also important is the growth of large. multinational

tourism suppliers, including companies from other industries that have diversified and
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invesled inlo the lourism induslry. For example. many financial institutions have expanded

their operations to include travel related services such as insurance. traveller's checks and

foreign currency exchange (Brillon 1991; Lavery and Van Doren 1990).

Despite the tremendous amount of consolidation and the greater concentration of power

in the tourism industry. small independenttravel companies do still exisl. They are able to

compete with the larger firms on the basis of their lower overhead costs, and by providing

specialized service. They are also able to capitalize on those market segments !hat are too

smallto 00 attractive to large companies. The critical size seems to 00 the medium-scale

and independent finns that will find it difficult to OOnefit either from individuality or

economies of scale (Shaw and Wil1iams 1994. 101; Davidoff and Davidoff 1986). In sum,

competition in tourism seems to 00 characterized by;

Failures, mergers, acquisitions, and diversification [which] are the day­
to-day diet offinns involved in the industry. Competitive pressures are
intense and economic fluctuations are highly significant to the fortunes
of companies... (Thompson 1990.218).

As noted in chapter 2 it has becn suggested that changes in consumer demand are

among the major pressures influencing current economic restructuring (Piore and SaOOI

1984). Essentially. mass stable markets of the Fordist era are OOing replaced by highly

volatile and differentiated patterns of demand. This radically different commercial

environment necessitates that finns 00 adaptable, capable of switching almost automatically

from one market to another (feague 1990,45). Management literature argues that service

finns are reacting to changing consumer demand by 'putting the customer first'. 'Service

driven' enterprises focus on how and where customers interact with the company and

concentrate on dealing with these demands as quickly, efficiently and flexibly as possible

(Schlesinger and Heskett 199\).

Many tourism commentators argue tbat there bas been a similar sbift in the basic values

and demands of travellers. Urry (1990) states that the growth of tourism is a result of the

consumers' need to "gaze" on other societies and places. He argues that the development

of 'new' tourism results from. among other things,

...the widespread perversion of the 'romantic' gaze 50 that more and
more people wisb to isolate themselves from the existing patterns of
mass tounsm; the increased fascination of the developed world with the
cultural practices of less developed societies; the development of the
tourist as essentially a 'collector' of place often gazed upon and
experienced on the surface... (Urry 1990,64).
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This increased need to "gaze" has been associaled wilh a change in consumer altiludes.

Many argue lhat consumers are no longer setlling for mass-produced. low quality producls

jusl because they are cheap. The 'new' consumer demands betler qualily products. more

variety. plus value for money (WTO 1990, 16; Teoros 1993\. As a consequence. many

suppliers have re-evaluated their focus on price sinee il is no longer the sole decision maker

for most consumers. They concentrate instead on increasing the overal1 quality of product

offerings.

Modem consumers are demanding to he treated as individuals not as a "mass". The

problem is that it is increasingly diflicult to have a holiday away from where the mass of

the population is visiting. As a result, there has been a recognizable growth in what

Lickorish (1987; 1990) terms "mini mass-markets" that require different packages and

products within the same infrastructure. He argues that changes in consumer demand

represent a breakdown of the old simple annual holiday, as many consumers now travelto

lcam or pursue specific hobbies. to widen contacts or practice a sport.

The future tourist will have a greater awareness of the range of tourism choices

available, demand higher standards of service and value from tourist operators, and there is

Iikely to he a growing concem about the quality of tourism eltperiences (Martin and Mason

1987; Krippendorf 1986: WTO 1990). Krippendorf (1986) argues that many of these

changes result from a fundamental change in society. The primary characteristic of this

new society is that it is no longer based on the work ethos, instead the primary focus is on

leisure time.

Sorne have suggested that the perceived change in consumer demand for greater quality

and variety is actually supplYled and that the tourism system is strongly manipulative of

consumption levels and hehaviour patterns (Teoros 1993, 33). However, despite the

arguments of sorne tourism writers, it seems to he widely accepted that tourism and

consumption levels are not purely the outcome of manipulation by image·makers (Shaw

and Williams 1994,245).

While empirical evidence to support these types of changes in demand is not easy to

find, other factors are more quantifiable. Key among these are shifts in demographics and

societal roles in industrialized nations. According to the WTO (1990, 8),

Changes in the demographic structure and social pattern of populations
of the developed and newly industrializing countries means that,
regardless of other factors, more people will have the time, inclination
and income ta travel.

Older adults (age 55 and over), who now malte up 21% of Canada's population, will

represent 36% by 2031; among those over 70 there will he a tremendous growth from 8%
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to 17% (McDougall and D-avis 1991, 1). These seniors are projected to have a great impact

on the tourism industry as they are reportedly to he healthier than in the past, with more

active lifestyles (Dychtwald 1990; McDougall and Davis 1991). In fact, older Canadians

are eltploring the world at a faster rate than the rest of the population. Between 1980 and

\990, there was a 40% increase in trips taken by Canadian seniors to ail destinations

compared to only \1% for the entire population (McDougall 1991 and Davis, 3).

Working women are an increasingly important segment in the business and leisure

travel market segment reflecting broader societal shifts in the role of women in the fonnal

labour force (WTO 1990,9; Bodlender 1990; 248; Sorhelli 1987,338). Other socio­

demographic factors that might influence the tourism industry are the growth of two­

income households (WTO 1990, 9, Sorbelli 1987, 338); trends toward later marriages; and

more childless couples (WTO 1990,8; Hawkins et al. 199\), Ali these demographic

changes are equated with higher disposable incomes, and therefore, for a wider variety of

the population, there are more funds available for trave\. This forces travel companies to

restructure their existing products to caler to a broader diversity of tastes (Milne 1992).

3.3.2 Th. role of gOllemmen'
According to sorne geographers, using regulation theory to infonn their research,

govemment aid and intervention in the economy is slowly being withdrawn as part of an

increasingly neo-conservative politieal agenda (Scott 1988). Govemments are redueing

their role in wage relations, in planning !lI1d physical social investment, and in the process

of supra-national economic eo-operation, and therefore, they are no longer as aetively

involved in supporting and protecting certain industries (Tickell and Peck 1992). Other

post-Fordist theorists agree that while the nation-state bas progressively withdrawn from

many of these functions, regional and local govemments are eonsiderably increasing their

role in direct economie intervention, bargaining with local finns and promoting innovation,

ail of which were previously eonsidered to be nati!>n-state funetions (Moulaert and

Swyngedouw 1989; Hirst and Zeitlin 1991; Tickell and Peck 1992).

Govemments are one of the mast important eomponents involved in the development

and smooth operation of the tourism industry. The most significant tourism function of

urban govemments is to efTectively market the city as a tourism destination, and they are

usually less involved in direct tourism investmenL Instead local govemments and business

leaders often unite to 'boost' the city to convince investors, consumers, and potential

residents that the city is vibrant, innovative, fun, profitable and a good place in which to

live or visil (Mullins 1990, 331). Local govemments are also responsible for

transportation and economic policy aimed at maximising tourism's contribution to the
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economy. and they often have to deal with issues relating to labour and workplace training.

consumer affairs and public awareness campaigns (OECD 1993. 21 l. Furthermore. local
governments provide forums where industry associations and their representatives can meet

to overcome their differences (Brillon 1991, 458). Other roles that may be taken on by the
state include the offering of investment incentives for new tourism investment; the creation

of campaigns to attract large festivals and events. like the Olympics or World's Fair; and to
minimize any impediments to tourism industry growth (Brillon 1991, 458; OECD 1993).

National governments, do however. continue to play an important role in the development
of the tourism industry through international marketing campaigns, and the preservation
and maintenance of parks and wildlife which benefit the tourism industry.

3.3.3 OrganisatioJUIl structure • alliances and segmentation

Much of the post-Fordist Iiterature fceuses on small, highly specialised and interlinked

finns, each responsible for a particular phase of a broader production process (Martinelli

and Schoenberger 1991, 119). Large. oligopolistic, c1assically Fordist firms are beginning
to adopt many of the organizational innovations that were pre'!iously thought to be the

exclusive domain of small and medium-sized companies in order to become more
responsive to ~'hanging market demand (Gertler 1992; Martinelli and Schoenberger 1991;

Schoenberger 1988; Milne and Tufts 1993).

Networks and supporting institutions are becoming increasingly important for bath

smal1 and large finns. Furthennore. finns in direct competition with each other are
cooperating more frequently in the fonn of strategie alliances and joint ventures (Ahem

1993; Gertler 1992). Alliances and other col1aborative arrangements are strategies which

allow finns to cut product development times and increase their responsiveness to the

market (Gertler 1992. 264). These collaborative strategies also allow companies to

disperse financial responsibility and risk, react more quickly to market and competitive

conditions. and launch new products or enter new markets withoutjeopardizing established
business (Ahem 1993; Sayer and Walker 1992. 138).

The tourisrn industry is witnessing the increasing fonnation of global alliances between

firms of different types (eg. hotel firms witb airlines), as weil as between similar

businesscs. Many small and medium·sized tourism enterprises have joined voluntary

consortiums in an effort to survive in a competitive environment characterised by growina
levels of ownership concentration. These groupinas allow sma1ler finns ta secure sorne of

the seale advantages of large chains for marketing or purchasina purposes (Shaw and

Williams 1994, 104).
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Many links with companies outside the tourism industry have alsa been establishcd.

For cxample airlines arc further integrating transnational financial institutions into the

tourism industry by tying these companies into their frequent traveller programs. This has

resulted in increasingly complex links between the tourism industry and the transnational

banking/financial industry. Such linkages are made possible through innovations in

computer technologies, which in turn, have triggered increasingly complex economic and

information interdependencîes ti:roughoutthe tourism infrastructure (Mowlana and Smith

1993, 24).

Other links have been formed among airlines and telecommunication companies. For

example, American Airlines and MCI have combined to offer American frequent flyer

points for every dollar spent on MCI residential long distance calling. Electronic capital

flows and credit and travel information data bases have become shared resaurces, making

economies of scale in travel, telecommunications, and financial service~ more allRinable

(Mowlana and Smith 1993,26).

Vertical integration continues to play a role in the industry. For example, Quebec's

Groupe Transat has a controlling interest in the airline, Air Transal, travel agencies known

as Club Voyages, and a tour operator, Transat tours. Horizontal integration is also

continuing with Thomas Cook recently purchasing Canada's MarIin Travel in arder ta

strengthen its presence in the nation's business travel market (fhompsan 1990,204).

The reorientation of competitive strategies alsa creates a greater speciaJization and

differentiation of products with a heightened rate of change in product design and product

mix (Piore and Sabel 1984; Schoenberger 1988, 254). This, in turn, creates opportunities

for small, specialized producers and leads larger firms to diversify their product mix to

cater to the more highly segmented marltet. Within tourism it has been argued that there

will be renewed emphasis on the management of information as enterprises attempt to

anticipate fickIe consumer tastes. Marltets will increasingly diversify and this will be seen

in different styles of service, varied products, and more informai modes of doing business

(Peacoclt 1992).

ln the tourism industry small firms tend ta concentrate on individuality and personalized

service providing a specific product which allows them to cater to niche marltets. In the

past such niche markets lay beyond the interest and organizational capabilities of larger

firms. Now, however, as competitive pressures increase and new technologies malte it

ever easier to supply specialized tourism products, large companies are beginning to

segment their markets in increasingly innovative ways and are entering into specialized

travel rnarltets (Urry 1990). This change has resulted in new aircraft configurations (eg.

business dass), the segmentation of tour operator products (eg. growth in eco-tours,
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cultural tours. urban tours). and new hotel facilities (cg. e,eculive t1oors,lïtness areas). A

single outlet or product can no longer appeal across the tolal range of potellliai customers

(Mayhew 1987.51). The tourism industry is sp1itting into a wide variety of travel

segments which no longer rely on general divisions of busincss and pleasure trave\, but

ineorporate morc specialized or 'alternative' choiccs sueh as cultural and environmcntal

tourism into their strategie thinking.

The market segmentation, and other innovativc organizational strategies outlined above,

have important implications for the future make-up of the industry. Sorne argue that thcse

organizational developments have resulted in a 'hollowing' of the tourism industry with

large firms continuing to dominate and small firms surviving in ever more specialized

niches. This occurs at the expense of medium and small finns who are unable to

successfully specialize in a niche market and/or are unable to match the marketing power

and technological dominance of the large players in the industry (Shaw and Williams 1994,

101; Hudson and Townsend 1992; Milne 1992).

3.3.4 The role of technology

At the heart of the revolution in production methods described by the 'post-Fordist'

theories outlined in chapter 2 is a new generation of fixed capital. Aexible machines assist

firms in producing a wider range of goods with out having to sacrifice economies of scale

(SchoenOOrger 1988.252-253). The growth of flexible machines has allowed firms to

economically service small market niches using flexible batch production systems. In

theory, flexible technologies offer the promise of substantial cost savings and will possibly

he capital saving in the long nm as they can he reprogrammed, rather than replaced, to cape

with product changes (Schoenberger 1988.252-253). The literature also stresses the fact

that the high cost of this technology presents a serious competitive barrier ta smaller lirms

(Martinelli and Schoenherger 1991. 119; Milne and Tufts 1993).

While the manufacturing sector bas witnessed massive substitution of labour by capital

equipment in the past two decades, and equally startling increases in overall labour

productivity, the situation in the service sector is rather different. Despite the fact that

services now account for the bulk of installed information technology in North America

productivity increases have been minimal at oost (Schlesinger and Heskett 1991; Royal

Bank 1993). Roach (1991, 86) argues that the service sector has OOcome addicted to

technology. and as a result, it has moved from a, ·variable-cost to a fixed-cost regime

thereby sacrificing flexibility without gaining any concomitant productivity benefits.·

Others agree that technology has had a negative impact on the flexibility of a service

operations. For example, many automated services have come to depend more highly on
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othcr business and consumer services for certain tasks previously handled by workers

(Wood 1991a, 67). In addition, technology can limitthe abilities of a direct public contact

employee to immediately manipulate a given situation, or resolve a problem (Roach 1991).

During the last decade computer technologies have been adopted rapidly by ail sectors

of the tourism industry (WTO 1988b, 10). Those firms that have adapted various

technologies have often been rewarded with greater data accumulation and processing

abilities, and lower operating costs (\V!'O 1990, 14; Bruce ;987, 115). The cutting of

labour costs is especially important to such a labour intensive industry as tourism, and can

be partially achieved through technology replacement (Bodlender 1990, 254). J:or

example, fast food restaurants are increasing their dependency on labour and time-saving

technological devices Iike point-of-sale systems (l'OS) that have been found to significantly

increase the productivity of fast-food restaurants (Tufts and Milne 1994).

Compared to manufacturing, the possibilities of substituting capital for labour in the

production of tourism services is limited to certain sectors, although the possibility of it

spreading is growing (Shaw and Williams 1994; 143; Rutter 1990, 220). In fact, some

jobs have already becn lost in the reservation and information offices of tour operators and

airlines but new jobs are being created becausc of a greater empl:asis on sales and

marketing, and new technology that provides vast amounts of information that needs to he

collected and interpreted (Lecours 1993.26; Bruce 1987. 116).

Tourism has hecome one of the leading heneficiaries of information technology (Urry

1990,50). The industry faces immense communication and transaction based problems.

Due to the fact that most towism products cannat he stored. there is an immense volatility

of demand. and the various components of a tourist product or company often tend to he

geographically dispersed. Information technology has improved these communications

linkages and has also improved the quality of information reaching the consumer of the

tourist product. Il bas brought better coordination of various services into packages offered

by tourist suppliers. and it bas led to greater diversification and tlexibility in adjusting the

tourist product to the individual consumer's requirements (WTO 1988b. 8). In addition.

computers are used to generate. process. store and analyze information. as weil as facilitate

various levels of communication. for example. among staff and guests at a hotcl. from one

department to anotber, and with other travel suppliers (Poon 1988. 538), The diffusion of

technology also brings hidden implicatiœs for corporate performance and strategies:

...it is worth noting that the wide disseminatioD of QCY! technologies has
an important side effec:t, namely the ~liferatioD and wide acceptanee of
basic quality standards directly or IDdirectly applicable to the tourist
product(WTOI988b,I~.
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CRS is probably the most important technology currently in use in the tourism

industry. Il has had a significant impact on productivity and is a critical marketing 100\

(Truilt et al. 1991.22: Lickorish 1987,94). CRS has become 50 important in the USA that

92% of all domestic airline tickets. 71% of international airline lickets. 69% of car rentais,

53% of hotels, 8% of tou·'lvacation packages and 4% of all cruises are booked through

such systems (Beaver 1992, 15; Go 1992,25; Travel Weekly 1992,99). In Canada,travel

agencies se!! 80% of ail airline tickets, 97% of ail croise trips and at least40% of ail hotel

rooms through CRS (Dineen 1993,29).

The first automated reservation system was developed in the early 196Cs by American

airlines to serve ils own reservation agents. By the mid 19705. bath American and United

airlinl';s realized that if travel agents could book directly on these terminais, rather than

telephoning the r~~ervation centre, important labeur savings could he made (Chervenak

1992,23). By 1975 United Airlines had launched Apollo, which was the first system that

could he directly accessed by tmvel agents, this was quickly followed by American

Airlines' Sabre system (Deng and Ryan 1992). By the mid-l980s American airlines had

invested $1.3 billion into its reservalion system, and Sabre is now Americans' most

profitable division (Chervenak 1992,23).

ln Canada, the first system to he introduced was Reservee (Air Canada) in 1978,

Canadian Pacifie followed quickly, buying out Pegasus in 1979. A few years later. these

two systems joined and Gemil!i was formed. Gemini was linked with Apollo of United

Airlines, which, in turn, is part of the second largest mega-CRS system in the world:

Galileo International (Deng and Ryan 1992) (Figure 3.6). Recently Gemini was dissolved

due to the withdrawa! of Canadian Airlines from the system (Hallman 19948, 1994b). To

compensate for the loss. Air Canada has signed an agreement with Galileo International ta

create a new CRS to replace Gemini. Air Canada will he the sole owner of the system to

he known as Galileo Canada. They will continue to use Galileo International's Apollo

software and processing services (Hallman 19948, 1994b)

These events are fairly typical of the rapid changes that have been taking place within

giobal CRS. During the last half of the 1980s many airlines saw the need to expand their

systems and provide enhanced services, so that travel agents could malte multiple

reservations with hotels. car rentais and other airlines, in a single transaction. To

compensate for the large amounts of money requiR'i to obtain expanded services a number

of cost-sharing mergers oecurred. Today after multiple alliances and mergen among

airlines, three CRS 'mega-systems' h&ve evolved: Sabre, Galileo International and

Worldspan (Archdale 1993,3; Chervenak 1992, 23) (Figure 3.6).
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Figure 3.6: The Evolution of CRS Alliances
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Computerisation of previously manlla\ tasks has resultcd in more cllicient data handling

and processing. reducing the requirement for staff and. hence, lowering operating costs.

For example. travel agents prior to the mid-l980s relied primarily on the telephone as li

means of doing business. It could take them hours to coordinate and book li single travel

request. Today. with the use of CRS, obtaining tourism information and transacting travel

requests can be done almost instantaneously, allowing a single travel agency to process

dozens more requests daily than it could only a decade ago. The consumer also benelits

from these systems because the technology assists the industry in providing a faster. more

customized service (WfO 1990, 14; WfO 1988b, 15).

There are, however, concems about possible impacts of new technologies, such as the

effects of technology on job design and displacement (Bruce 1987, 119). Furthermore,

CRS has become 50 much a part of the modem tourism system that if a travel company is

not represented, or if they do not have access to such systems, then they risk being eut out

of the market place (Poon 1988; Go 1992; Bennett 1993). In addition, the unrepresented

companies risk falling behind their competitors in tenns of productivity and levels of

elliciency 50 that they are no longer able to provide the level of quality and fast service that

consumers have come to expect (Truitt et a\. 1991; Poon 1988). As a result, those who

lirst take advantage of CRS and other related technologies will have a clear competitive

advantage. These sarne arguments could be applied to destinations eager to take advantage

of the new tourism environment. Just Iike travel firms, destinations need to take advantage

of new technologies to promote their region to as wide a market as possible. Those that do

so quickly will gain a competitive advantage over their tourism rivais who have not yet

promoted their area through a CRS, or developed their own destination database (DO).

3.3.5 lAbour ule ,,"d IfI"lIIIgemenJ

Labour coots in services onen account for between two thirds to three quarters of total

operating costs, therefore, employers are concemed about holding down these coots and

increasing productivity (Christopherson and Noyelle 1992, 169; Urry 1987, 18). As a

resuit, it is in service industries that sorne of the most significant innovations in labour use

are occurring (Christopherson, 1989, 131).

Labour flexibility is characterized by two broad components. The first is enhanced

functional flexibility, which involves the use of the same worker for a wide variety of

tasks. The second is numerical flexibility, which refera to the ability offinns to adjust the

quantity of labour used in production in response to fluctuations in demand for individual

products, through greater use of overtime, temporary and part-time employment (Gertler

1988,421; Martinelli and Schoenberger 1991, 121).
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As noled in chapler 2. models of nexible labou. use have been slrongly innuenced by

Alkinson's (1984) model of Ihe nexible finn. Sorne service seclor researchers argue Ihal

Ihis approach has limited applicability 10 Ihe service sector, arguing that inlernal labour

markets in the sector are characterised by a complex. multi-Iayered pattern of segmentation.

not just a core/periphery division (Christopherson and Noyelle 1992, 177). In simple

tenns, white the use of sorne fonns of tlexible labour, namely part-time and temporary

workers, may be increasing in sorne services, they have always existed among other

lertiary activities. In fact, part-lime and temporary slaff are often considered 10 be as

important to a service finn as full-time, pennanent workers (Christopherson and Noyelle

1992).

Most academic studies that touch on the issue of tourism employment are filled with

references concerning the quality of the jobs being generated. Often tourism is associated

with low-skilled, low-paying part-time/seasonal jobs held mainly by females and ethnic

minorities (Hudson and Townsend 1992, 55). The wro (l988a. 75) states more

accurately that tourism activities generaIly require both highly qualified personnel and

labour that may be trained rapidly. In reality, employmeni in tourism is as complex and

heterogeneous as the different subsectors which constitute the industry (Shaw and Wil1iams

1994. 142; Waters 1990,31).

Two types of tourism employees can be recognized: back-office workers who have

minimal contact with consumers, and front-line employees who have high contact. While

both groups are affected by technical change and work reorganization, the latter are

managed differently, often being recruited and trained on the basis of interpersonal and

public relations skills (Hudson and Townsend 1992,57; Urry 1990,68). These divisions

relate to Drucker's (1991) service classification that is based on the degree of quality and

quantity expected in the service output. Front-Iine workers are primarily valued for their

ability to provide a quaU'y service, white back-office employees are more quantity

oriented as they are primarily valued for their efficiency at getting wks completed.

Aexible working practices are not new to the tourism industry (Wood 1992, 142;

Bagguley 1990; Guerrier and Lockwood 1990. 407; Riley 1992). In facto tlexibility in

emplo)'ment has traditionally been used by employers as a means of matching the nature

and level of staffing to their business requirements (Kelliher 1989. 157; Urry 1990). The

temporal variation in tourism demand is, in many cases. far greater than is experienced in

manufacturing. As a result, tourism services have to be delivered to customer~ in both

temporal and spatial clusters and Ibis is one of the primary reasons that tourism is plagued

with high levels of labour turnover.
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The tourism jobs that generally lise numerical ne~ibilily lend to he at a low skill

operative level and consequently training for additional staff is nsually minimal. A pool of

temporal")' employees familiar with the organisational practiees of the company is developed

and they are called upon as needed. Many of the skills possessed by tempomry workers

are 'industry' as opposed to 'firm' specifie and therefore, a pool of tempomry staff has

developed (Kelliher 1989, 160). In contrast,levels of functional l1exibility are often not as

high as expected in an industry with such varying levels of demand. Staff tend to build up

specialisms in departmental areas and within departments, but rarely do they cross

functional boundaries.

The industrial relations climate of tourism finns has also been addressed by

researchers. A generallack of unionisation within the industry means that there is liule

fonnally organized opposition to new working practices. Many reasons have been

advanced for the relatively low level of unionisation in the tourism industry (Rutter 1990,

213; Riley 1985; Mill 1989, 165). First, a substantial proportion of the workforce is

employed in small businesses, and therefore, there is little opportunity for any kind of

worker collective to develop. The existence of high turnover rates only exacerbates the

situation. Furthennore, the industry is made up of many part-time female employees who

are traditionally reluctant to join a trade union (Mill 1989). And finally, the practice of

tipping makes it difficult to regulate salaries. In fact, pay l1exibility is a commonly used

and well-established practice in the industry to regulate labour costs. Employees,

particularly those in customer contact, have their pay levels linked to business activity via

commission, i.e. service payment or tips. Because of the low levels of unionisation,

management has considerable freedom to alter pay levels in Hne with levels of business

activity, productivity or market availabiHty of skills (Kelliher 1989, 16; Urry 1990, SO).

ln an attempt to compensate for low levels of unionisation and increase the dedication

of the employees to their finn, there have been sorne attempts to apply new management

techniques (UllY 1990, 74). For example, front-Hne workers are given more respoosibility

and l1exibility to respond more effectively, quickly, and courteously to the particular needs

of the customer, which means that 'front-line' workers are much more highly valued (Urry

1990, 71; Hudson and Townsend 1992, 57). In turn, finns can gain a competitive

advantage by promoting higher quality service as a distinct feature of the establishment

(Schlesinger and HeskeU 1991). Other ideas include bonuses to employees who surpass

productivity or sales targets, greater emphasis on training, the development of 'quality

circles' so that management gets direct feedback from those working directly with the

customers, aUempts at JIT inventory techniques to reduce storage, and the restruclUring of
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the management hierarchy so that upper management is doser to the client (Bodlendcr

1990.251; lIrry 1990; Hudson and Townsend 1992).

A furlher issue facing the tourism industry is how it can shed excessive layers of

middle management. Sorne companies are experimenting with lateraltransfers. providing

training for new positions. and job rotation (Mill 1989, 172). but many more have been

laid off creating a 'nallened' organization (Lecours 1993.25). What makes this resizing

possible is the development of new technology to retrieve and transfer the infonnation that

middle managers once controlled (Schlesinger and Heskell 1991). With good systems in

place a company can achieve gains in productivity in ways that assist frontline workers and

are not obvious to consumers. effectively reducing the need for middle management.

Sorne of the greatest impacts of restructuring are perceived as affecting those who are

the least protected: women. youth and visible minorities who get stuck in low-wage jobs

with women fi1ling the majority of new part-time jobs (Christopherson and Noyelle 1992;

Chadwick 1992). In fact, it is the very lack of employee protection and bargaining power,

among women and minority workers that has enabled companies to employ them more

flexibly (Drache 199t, 259; Sayer and Walker 1992, 103; Christopherson 1989, 140).

Christopherson (1989. 140) maltes a valid observation when she notes that the,

...costs of a flexible economy are being dispropurtionately borne by
those segments of the workforce historically neglected by labour
institutions. . .We should not be surprised if the romance of flexible
specialization is inexplicable to such workers.

The tourism industry is dominated by women, particularly among part-time and low

skilled positions. Bagguley (1990) argues that tbere is a gendered quality to labour

flexibility in tourism. Women's work is often regarded as inferior or unskilled, simply

hecause it is undertaken by females and therefore, the definition of skills may he no more

than a social classification based on gender. This same argument applies to part-time jobs.

Some jobs in tourism are socially constructed as part-time becausc they are seen to he

women's jobs. Tbe tourism industry docs not just provide jobs for women; some argue

tbat the very elÛstence of a pool of women. and of the social possibility of paying them low

wages or keeping tbem on temporary or part-time contracts. belps to shape a more

polarized labour force (Shaw and Williams 1994, 150; Bagguley 1990).

Tbe growtb of women's part-time employment is central to any
consideration of service scctor restructuring and employment cbange as
it accounts for the vast majority of growth in service scctor employment.
the processes of restructuring and production reorganisation (Bagguley
1990.739).
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ln Canada part-lime work is delined as paid employment of less (han 30 hours a week.

ln 1991. almost70% of part-time jobs in accommodaI ion and travel related services were

lïlled by women. but women lïlled only 53% of the full-lime jobs in these same seclors

(Chadwi<:k 1992.6). Bagguley (1990.741) argues that women's dominance in part-lime

employment (they account for 70% of ail part-lime work in Canada (Chadwick 1992) is the

resuIt of a combination of supply-side. demand-side and legislative factors including:

biases in labour market legislation that allow employers to exploit part-lime workers:

women who need to combine work with managing a home: and employer's search for

numerical flexibility. Another more subtle feature of female employment in the tourism

industry is the existence of a 'glass-ceiling' that seemingly prevents women from gaining

access to upper-management levels (Hicks 1990: Guerrier (986).

3.4 Summary

A literature review has shown that certain elements of post-Fordist theories may be

relevant in explaining sorne of the shifts that are occurring in the tourism industry.

Heightened levels of competition due to industry concentration and diversification. coupled

with deregulation. have combined to create an extremely dynamic tourism environment.

Along with such pressures has been the impact of shifting consumer demand. These

pressures are considered to be at the crux of the many changes that are taking place in

manufacturing, and are considered important components of post-Fordist theories. Il

seems that post-Fordist theories may be useful in aiding our understanding of the pressures

that are causing tourism firrns to restructure their operations.

The organizational structUre of the tourism industry is increasingly characterised by

alliances, segmentation and specialization strategies. Many of the structural changes

discussed in tourism literature are similar to industry developments presented in post­

Fordist theories, and therefore, these frameworks may be helpful in understanding the

organizational ch3llges of the tourism industry. It is significant to note tbat botb small

firrns (tbrougb specialization and networking strategies) and large firms (tbrough

segmentation and joint ventures) are altempting to become both mOre flexible and gain

greater access to new technologies. As a result, there seems to be a hollowing out of the

tourism industry, witb rnid-sized independent firrns finding it particularly difficult to

compete. Tbis too coincides with ideas proposed by post-Fordist theories that predict

growth in small, specialized firrns tbat build customized products, and the continued

existence of large, oIigopolistic firms tbat can invest in flexible macbinery that a1lows them

to quickly cbange tbeir product configuration as demand wamlnts it (Martinelli and

Scboenberger 1991; Gertler 1~2).
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The rising use of new technology in the tourism industry has not yel brought about any

significant increases in productivity. White consumer access to information. and speed of

daily transactions have both greatly improved, technology has not significantly replaced

employees. but it does appear as though we may have reached the tip of the iceberg in this

respect. Thus. it is still unclear how weil post-Fordist theories can explain the impacts of

technology on labour use in tourism firms.

Issues of labour seem to be the most problematic area when determining the

applicability of post-Fordist theories to tourism since flexible labour strategies are not new

to the tourism industry. But the great diversity of tourism sectors that comprise the

industry are not aIl based on round the clock attendance and shift work. nor do they aIl

share problems of seasonality. Furthermore, there are many characteristics of tourism

labour that are unique and have inf1uenced the way in which tourism employment has

developed.

At this preliminary point. it is difficult to conclude how applicable theories of post­

Fordism are in explaining changes that are thought to be occurring in the tourism industry

since there is very little empirical information on any of the key issues mentioned here.

This chapter is drawn mainly from literature that is highly anecdotal and impressionistïc and

tbere are many gaps in our practical understanding of bow tbe tourism industry is

cbanging. To fully comprebend the evolving tourism industry. sorne key issues need to he

empirically examined and sorne important gaps in tourism researcb need to he addressed.

First, there is very \iule information on the role of networks. alliances and segmentation

strategies among tourism firms. and bow their use differs among large and small firm

types. Secondly, there is no real knowledge of the differential diffusion of CRS and other

technologies. Furthermore. by iocussing on tourism as one entity we are unaware of the

different uses of technology among various tourism seclOrs. Sorne sectors are mucb more

dependent on technology for day-to-day proceedings than otbers who view technology

merely as a tool to provide assistance. Finally. information conceming tourism

employment is \imited but growing. Current research need ta he expanded to include such

labour issues as changing skill requirements. technological impacts, middle management

cuts and gender.

AIl of tbese issues require empirical investigation in order to clarify their role in the

restructurin[l of the tourism industJy. Since the tourism industJy is made up of several

inter-related activities. it is far tao complex to study as a whole. Instead the botel and travel

agency sectors of Montreal are examined iD relation to the key issues mentioned throughout

Ibis chapter.
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CHAPTER 4
THE RESEARCH CONTEXT AND METHODOLOGY

When analysing the dynamies of change taking place in an industry it is imponantto

understand the local features that may influence it's development. A location's historieal

development. political forces and govemment policies ean impact the type and direction of

industrial development and affect the strategie eorporate choiees being made. Marshall and

Jaeger (1990) comment that too often service sector analysis is presented independent of

specific historieal and local eircumstances. This results in confusion conceming the various

possibilities of service development. In a similar argument, Norcliffe (1993) calls for the

extension of post-Fordist theories to Icnalities beeause particular local circumstanees can

lead to a great deal of variation in the form of f1exibility (of machines, labour, production

organization or response to market) adopted by a community. This chapter identifies the

local circumstances that may have influenced the development of the Montreal tourism

industry. A discussion of the historical development of Montreal and the role of

govemment in encouraging the growth of the localtourism industry will resu1t in a clearer

understanding of why changes are taking place within the tourism sectors being studied.

This is fol1owed by a discussion of the m.:thodology used to gather information, briefly

describing why hotels and \ravel agencies were chosen for this research.

4.1 Montreal· an economic: overview

While Montreal's distinct cultural identity makes it somewhat unique in the North

American setting, its historical economic development is fairly typical of many older,

industrialized, North American cities. Montreal's industrial development began during the

mid-l800s and was closely Iinked to ils emergence as a major North American port. The

port and other transportatiOIl improvements. such as the construction of railways linking the

city with northeastem US cities, and 1ater the Canadian west, he1ped to create a boom

environment for the city's young industries.

Tbree categories of industry dominated Montrea1's economic growth tbrougbout the laie

1800s and ear1y 1900s: food, c10thing and equipment (Linteau 1992). In IBler years,

Montreal alsa became a major aeronautics rnanufacturing centre but missed out on the

automotive revolution. Otber beavy industries tbat contributed to the economic growth of

the city included electrical appliance manufacturing, metal-working, petroleum producls,

chemica1s and pharmaceutica1s (Linteau 1992). Coinciding with the city's rise as a

transportation and manufacturing centre was the arowth of ils financial sector, with banks,
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stock brokerages and investment houses of St-James street representing the heart of

financial activity in Canada until the Depression.

Up 10 and including the World War Il years. Montreal prospered as it possessed many

of the advantages favoured by industry: prollimity to markets. access to transportation and

communications. cheap labour. available raw materials. low energy costs and affordable

land (Higgins 1986.40). Fol1owing World War 11 the strength of the Montreal economy

began to decline relative to other Canadian cities. This was the result of a combination of

several events. According to Léveillée and Whelan (1990) one of the most significant

factors was the replacement of Britain by the USA as the focal point for the Canadian

economy. Montreal was the most important Canadian city when east-westtrade linkages

predominated but it was later bypassed by Toronto which was beUer situated for north­

south trade. Furthermore, the St-Lawrence seaway, opened in 1959, resulted in a greatly

reduced significance for Montreal's port, and by the 1940s and SOs, many manufacturers

moved from the city centre to outlying suburbs where rent was cheaper alld space more

abundant (Léveillée and Whelan 1990). Finally, the general decline of industry and

commerce in Montreal also affected the financial sector, particularly in relation to Toronto.

For example, in the 19205, Montreal's stock exchange accounted for 70% of the volume of

shares traded nationally. By the carly 19705 the Toronto stock exchange was home to 69%

of the volume of Canadian trading versus 24% in Montreal (Nader 1976, 136). By 1976

the population of Toronto finally surpassed that of Montreal (Higgins 1986, 54).

Much of the job loss and company exodus from Montreal occurred following the

election of the separatist Parti Quebecois (PQ) in November of 1976. Some commentators

blame the departure of many large firms from Quebec on the politica1 uncertainty created by

the separatist threats of the PQ govemment but there is some debate concerning how

influential their e1ection was given the longer run historical decline of Montreal already in

progress (Levine 1989). Furthermore, a new international division of labour was taking

hold at this time which shifted a portion of manufacturing production to countries with low

cost workers. Many 'traditional' Montreal industries were vulnerable to this new global

order because they were characterized by labour intensive, low value-added operations

which were devastated by foreign competition. This was especially the case in such

industries as 1eather goods, textiles, and clothing (Whelan 1991, 163; Léveillée and Whe1an

1990, 153; Levine 1989, 142).

ln total. 70 000 manufacturing jobs or 36% of Montreal's industria1 base was lost

between 1971 and 1986 (Levine 1989. 142; Léveillée and Whelan 1990. 152) (Table 4.1).

As a result, services have grown to dominate the Montreal economy. with 84% of the city's

620 000 member workforce emp10yed in this sector. Public services (health, education and
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• govemment) and producer services (finance. business and tradel cach provide a lhird of ail

Montreal jobs (Figure 4.1). Tourism related businesses are included among many

categories and their contribution 10 urban cmployment is. therefore. more difficult to

determine. Hotels and restaurants alone employ 6% of the Montreal labour force (Figure

4.1 ).

Table 4.1: Percent of Total Montreal Employment by Sector

[ndustry Group [95[ [96[ [97[ [98[ [986 [992

Primary 0.6 0.7 0.6 0.4 004 OA[
Manufacturing 37.6 31.6 30.6 24.[ 20.[ 14.0
Construction 6.9 7.0 5.6 43 4.0 1.6[
Tertiary 54.9 60.7 63.1 71.1 75.0 84.0

Source: Nader 1976. [32; Whe[an [991. 158; Ville de Montreal 1993b
1 - These are estimations based on extrapolation

Figure 4.1: Montreal Employment by Economie Sedor
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4.2 Toorism developmeot in Muntreal

To respond to the significant decline in manufacturing employment. the City of Montreal

has tumed to new industries· including tourism. The Montreal tourism industry was

developed through various tourism and cultural programs of the Quebec and Montreal
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governments who activcly pursued a strategy of beautifying the urban landscape 10 atlract

visitors and investors (Uveillée and Whelan 1990, (67). Over the last40 years Montreal

has gone lhrough lhree phases of economic development, each of which has contributed

significant structures and events that have come to characterize the present-day tourism

industry.

The first development phase began in the late 1950s when commercial and office

activity moved from the traditional "Vieux Montreal" to a new city core located 10 blocks

north (Levine 1989, 143; Léveillée and Whelan 1990, 155). This was instigated by the

construction of Place Ville Marie, the first major office development since the 1930s, and

an extensive underground system that came to be known as the "Underground City". This

underground system consisted of an ever growing network of shops and services geared to

both downtown workers and tourists. The Underground City would eventually encompass

1400 boutiques, two department stores, three concert halls, two rail stations, an efficient

underground transit system and several hotels, movie theatres and restaurants (Broadway

1993, 35). Aise during this time concems were raised for the future of "Vieux Montreal"

which was quickly deteriorating. A commission was then set up to oversee preservation

and restoration of this hbloric district which bas since become central to Montreal's tourist

product.

The second development phase took place during the 1960s and '70s and revolved

around the "grand projects" of mayor Jean Drapeau. Drapeau's redevelopment strategy had

two objectives: to make Montreal a leading tourist centre, and to rebuild the position of

Montreal's new downtown as a financial, commercial and communication centre (Levine

1989, 143). The first mega-project was Expo 67, a major development based on two

islands in the St-Lawrence seaway that were enlarged and modified to accommodate

pavillions. During this period there was a parallel construction boom taking place within

the city, inc\uding the construction of an underground rapid transit system linked into the

Underground City.

Another "grand project" revolved around the 1976 summer Olympic Games. Not only

did this bring interuational recognition to the city, but it provided an abundance of modem

athletic facilities, inc\uding the Olympie stadium which has remained a sigoificant tourist

attraction. At the same time, Montreal's Underground City and metro systems were

expanded to connect the various mega-projects and bring people to the new city core

(Levine 1989, 144).

The events of this second development phase, such as the World's Fair and the

Olympics, were very important in prom;:ling Montreal's image as a world class city and in

direct1y stimuiating the tourism industry (Léveillée and Whelan 1991, 156). For example,
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the islands at the centre of Expo 67 now support the La Ronde alllllsemellt park and the

Piste Gilles Villeneuve for the Canadian motor racing Grand Prix. In 1992. the cily

invested a further $55 million into the islands and they now support such attractions as a

large public beach, waler slides and a casino.

Following these mega-events, and their related construction booms, the development of

the Montrealtourism industry slowed considerably. With the exception of the construction

of the Palais de Congres (1983), improvements were insignificant until the late 1980s when

local and national govemments decided to refocus Montrea1's development strategy. A ne\\'

development focus arose from two extensive studies of the Montreal urban economy that

were conducted during the late 1980s (Picard 1986; Ville de Montreal 1993a). They

recommended certain international activities, including the development of tourism, as

economic development priorities for Montreal because these industries would provide the

city with a competitive advantage in the new world economy (Picard 1986; Ville de

Montreal 1993a). Other activities that were recommended include: headquarters of

international organizations, high technology, finance and international trade, design,

cultural industries and transportation.

The local government bas been involved with various tourism partners in building and

promoting Montreal's tourism resources. Both the governments of Quebec and Canada

bave dedicated about $100 million to tourism development in this region (Tourisme Quebec

and Tourism Canada 1993). In addition, local authorities are building the Montreal tourism

industry with other city agencies, such as the Montreal Tourism and Convention Bureau

(OCTGM). which is the most important body involved in developing the local tourism

industry, and the Palais de Congres (Ville de Montreal 1993a, 25). The OCfGM provides

infonnation services to finns active in the tourist business around Montreal. and acts as a

liaison for potential tourism investors to the city, The Palais de Congres is the city

convention centre and actively recruits convention business to the city, Together these

organizations have helped to build a tourism industry that directly or indirectly employs

over 65,000 people (Broadway 1993.32), and in 1992 injected over $1.2 billion into the

local economy (OCfGM 1993b, 1).

Despite the fact that hotel occupancy rates have been falling since 1989. they have

recently started increasing and there is still great optimism about Montreal's continued

tourism potential. Hotel investment bas been substantial with total rooms in "large" hotels

growing by 39% between 1977 and 1991 (l0 241 to 14262) (Ville de Montreal 1992). In

addition, coinciding with the city's 350th birthday celebrations in 1992. 14 attractions were

completed to increase the supply of attractions available to the travelling and local

populations. and to help boast the image of Montreal (OCfGM 1993a; Ville de Montreal
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1993a). The city of Montreal has also signilicantly increased its investment in tourism

promotion. Prior to 1992, investment in promotion was less than $2 million per year

(Milne 1992) but they have since increased their budget to $5 million in 1993, $6 millio!) in

1994 and $6,5 million in 1995 (OCfGM 1992).

The number of delegates for conventions. has al50 increased steadily over the last four

years (From 350 000 in 1989 to 415 ()()() in 1991) (OCfGM 1992). Montreal now ranks

lirst in Canada and third in North America as a host of international conferences, and is

well-positioned in the business/tounst market. Besides the business/convention rnarket,

areas identilied as having the greatest potential for tourism in Montreal are festivals, cruise

ships and professional sports (Broadway 1993,32; Ville de Montreal 1993a). Tourism is

also expected to continue to create jobs, albeit at a slower rate than during the late 19805,

and provide gradually increasing revenue to the city, should the city continue to invest in

tourism infrastructure and promotion (Milne 1992).

Montreal's current tourism infrastructure is grouped into 5 main areas: downtown, OId

Montreal and the OId Port, St-Joseph's Oratory and Mount-Royal, Parc des Iles (the old

Expo 67), and Maisonneuve (Olympie complex and Botanical Gardens) (Ville de Montreal

1993a). Most of these attractions are centrally located, therefore the urban core of Montreal

has been the primary heneficiary of increased tourist activity (Map 4.1). There are

increasing attempts to Iink the live areas with 'tourism corridors'. Plans are afoot to Iink

the OId Port, Lachine CanaI and OIympic Park complexes by rail, using existing trackage

which is now unused. The corridors would also feature revitalised urban landscapes

including industrial heritage museums.

The City of Montreal is involved with several tourism related organizations and

businesses in a public-private partnership dedicated to building and maintaining a healthy

tourism industry. Participating organizations and local government have put together a

tourism development plan to acbieve the fo\lowing three objectives (OCfGM 1992). First,

by 1995, the city would like to increase the number I)f tourists by 15% bringing about

6,500,000 visitors and Sl.5 bil1ion in revenues to the city. The 'lCcond objective is to

stre;;lIthen the imagl' -Â Montreal 50 that it bas its own personality and can be distinguished

from its competitors. And the third goal is to invest in tourist attractions and services that

help develop Montreal as a city with an international focus. These goals will be acbieved

by implementing plans for promotion and market development, by achieving hetter

customer service and reception through training of tourism employees and citizen

awareness campaigns, and by bringing together aIl participants of tourism and building new

partnersbips with bath tourism and non-tourism related industries (OCfGM 1992).
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4.3 Tourism inrlustry sectors

ln this research. the two sectors studied are bath ~'lnsidered core to the tourism system.

hotels and travel agencies (Figure 3.1). Each of these seclors rely heavily on travelling

consumers for their revenues and can therefore be considered good indicators of change in

consumer demand and levels of competition, as weil as providing infonnation about how

tourism firms are adjusting their operations to remain competitive in a new global economy.

4.3.1 Hotels

Hotels are considered principal suppliers of the tourism experience and are often use<! in

tourism studies as indicators of economic trends inlluencing the entire tourism industry.

Hotels account for over 15% of total tourist expenditure in Canada (Tourism Canada \990,

7) and provide 168,000 jobs, with 31,000 of these heing in Quehec (Chadwick 1992, 4).

Il has also been estimated that hotel and food services are the top perfonners of ail services

in providing downstream linkages to Canadian goods producers (Economie Council of

Canada 1990, 8).

Hotels are not only important in tenns of employment and revenue generation. They

also act as a base for visitors arrivh.g to a city, and can therefore exert considerable

influente over the competitiveness and nature of urban tourist 'products' (Milne and

Pohlmann 1994). Fa,' example, hotels' ability to attract and cater to convention business

will he an important factor in the ability of the city to compete with other urban areas for

future convention business. Another important feature of hotels is the influence they can

exert or visitors perceptions and actions in the urban environment, by recommending only

particular restaurants, attractions or entertainment facilities. Furthennore. hotcls are

considered very important when pursuing urban core regeneration strategies as they are

often part of an integrated hotel, convention centre, retail complex that is intended to bring

new life to a rundown ares by transfonning the built environment and providing it with a

new economic and social role (Britton 1991.467). Hotel representatives also provide a

good indicator of the consumer trends for those visiting the City, and the concems these

iocoming tourists may have about tlIe image and supply of the local tourism industry.

4.3.2 T,."lIe' agencies

Travel ageocies were chosen because they fonn an integml part of the retail/commercial

end of the tourism industry. They provide links between consumers and a variety of

tourism suppliers ranging from hotels. car rentais and flights to wholesalers, consolidators

and tour operators. Travel agencies are highly reliant on both upstream and downstream
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suppliers or buyers to ensure growth of sales. and therefore are very aware of the lalesl

trends and challenges facing Ihe entire tourism industry (Britton 1991.457),

While Iravel agents have been in existence for over 100 years. il was uot uutilthe 19.50s

and '60s thattheir numbers multiplied significantly. This increase was largely due to two

factors: the large-scale growth of commercial airlines and the post-:-var growth in package

tours - both of which used travel agents to sell their products (Lavery and Van Doren 1990.

67). Today, it is estimated thatthere are sorne 60.000 travel agent companies around the

world (many of which operate hundreds of branch offices). About half of lhese companies

are in NOIth America (Co!tman 1989.336). In 1987, the US Bureau of Labour Slatislics

reported thatthe travel agency sector was expected to achieve a growlh of 5.9% from 1987

to the year 2000. This was considered one of the fastest growing industries, second only

to the computer equipment industry (Lavery and Van Doren 1990,67).

ln Canada. the travel retail sector employed approximately 2ï,OOO people during 1991

(Chadwick 1992,4), through 5,000 travel agencies across the country (Dineen 1993,28).

ln 1989, 1076 of these retail travel agencies were in Quebec and they generated about $1.2

billion in revenue (Roy 1990, 12). In Montreal, and its surrounding areas. there are

approximately 650 travel agencies.

4.4 Methodology

The research sample was devised by contacting a random selection of 200 CEOs or

owners of firms in the two tourism sectors. They were contacted through a letter that

outlined the study and what their contribution would be should they choose to participate in

the research. The letter was then followed up by a phone cali at which time an interview

was scheduled. On average, interviews took about one hour with sorne lasting up to three

hours. In total, 103 interviews were completed givillg a response rate of approximately

50%. The hotel research was conducted throughout the Greater ::'ontreal Area from

February to August of 1992. In total, 61 hotels, representing over 10,700 rooms, were

surveyed. This represents approximately 50% of ail hotel rooms in the Greater Montreal

Area (Map 4.2). Forty-five of these hotels were located in the urban core area (Map 43).

They represented over 8,000 rooms or 53% of all downtown hotel rooms. In addition, the

heads of IWO hotel associations (The Quebec Hotel Association and the Hotel Association

of Greater Montreal) were interviewed for broader comments. The travel agency research

was conducted primarily in the urban core area, from October of 1992 until May of 1993.

Due to the strong similarities among travel agencies, the 40 enterprises interviewed for this

research are considered an adequate representation of the travel agency sector in Montreal.
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Dnlwing on the research rcsults, 1produced industr)' reports for cach sector (Pohlmann and

Milne 1993a; 1993b), These were distributed to ail those who participated in the study.

The interviews were conducted as structured but open-ended discussions so that the

candidate could freely ex.press their opinions and ideas and provide bath qualitative and

quantitative infonnation that was essential to the research. The accumulated quantitative

infonnation was often supported by personal anecdotes that were revealed throughout the

interviews. This approach allowed the interviews to drift into new areas of interest if the

discussion revealed sorne intriguing infonnatic" not covered by the structured set of

prepared topics.

This research approach was chosen because other statistical methods of large-scale data

accumulation tend to provide data for particular events but they do not necessarily allow

researchers to understand the underlying rationale for these activities (Herod 1993,306).

The open-ended interview, or what Schoenberger (1991) calls the "corporate interview", is

designed with a numher of prepared questions that may be reformulated during the course

of the int~rview as new information warrants (Herod 1993,306; Schoenberger 1991).

There are a numher of advantages to using this interview framework. First, open­

ended interviews tend to be more spontaneous as they allow greater flexibility if an area of

interest needs to he further explored. Second, variations between interviews are not

considered "errors" but rather as significant "data" which can provide information

conceming the perceived meaning of questions and answers, power dynarnics between

interviewee and researcher, and how various interviewees may interpret a situation

differently (Herod 1993, 306). Finally, open-ended interviews allow interviewees to

introduce topics and to speak in their own words rather than in categories dictated by the

researcher (McDowell 1988; 1992; Reinhan 1992).

These types of interviews were extreme1y helpful in accumulating the research

information that 1 needed. On occasion interview subjects even provided new information

that was highly relevant to the final findings. For examp1e, one of the travel agency

managers revealed the concept of an "outside agent" who could he seen as a form of sub­

contracted employee, while another interviewee first described the tourism industry as a

'pink-collar ghetto', a very appropriate term given the high proportion of women found in

lower skilled tourism jobs. Some interviews revealed topics of discussion that would he

worthy of further research but are beyond the scope of this work. For example, issues of

sexual discrimination and tourism promotion strategies were very interesting issues in their

own righl. Finally, the open-ended approach allowed me to adjust my questions to each

interview situation. For example, a few interviews were rushed, or the interview candidate
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had liltle willingness to share their ideas. In these situations 1 foeussed on quantitative

infonnation accumulation. using only a few relalively simple qualitalive questions.

There are, however, sorne dangers in using open-ended interviews. the most important

being the tendency for respondents ta drift into discussing irrelevant topics. and the high

degree of personal bias that can be interpreted as fact by the interviewer. As an interviewer.

1 found myself altempting ta control the proceedings of the interview. not always an easy

process, while trying ta differentiate what was personal bias and what was facl.

As a female student often interviewing one-an-one with much aider, male, corporate

executives. there was sometimes a diflicult wall ta penetrate before they would accept my

ability ta discuss their area of expertise. Generally, once the interview had progressed, the

candidate would become more open and reveal more of their opinions and ideas. During

one particular interview though, the wall would not come down and the interviewee would

answer ail my questions with a question. Only by calmly confronting the candidate with

his behaviour did the interview finally progress more nonnally. By using the open-ended

interview concept, 1was able to subtly steer the interview candidate back to the topics that

needed answers, and regained control of the interview process.

A furtl>er danger inherent in any interview process is the influence that the interviewer

may have on the ansWers given by the interviewee. For example, my first pilot interview

with a travel agency owner was not going weil as the subject seemed completely unaware

of any of the issues 1 was raising. 1 found myself feeding the answers 1 wanted into the

questions in order to have them provide some significant information. Following the

interview 1recognized my bias, and decided to use only the quantitative information that 1

had aceumulated for analysis.

The interviews focused on the prestures being faced by particular companies. Often

these pressures included discussions of intensified competition due to the recession and the

growing number of competitors. Also, the impact of changing consumer demand due to

shifts in socio-demographic structure like the aging population, and more singles and dual­

income families. In addition, there was usually a discussion of changing demand based on

a perceived need for more quality and variety in the travel products consumed.

Other topics concemed the strategies that companies had implemented to overcome

sorne of the pressures mentioned carlier in the interview. One such tapic was the changing

organisational structure of the sector under study. This included discussions of the growth

of large nation-wide and multinational organiz::iio,IS, alliances, and the growing interest in

specialization and segmentation. Another area of discussion related to the impact of new

technologies. There were questions about the advantages in obtaining or participating in

CRS and/or other information and computer technologies, what systems they used and
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what implications may result as technology use increases. A further topic of discussion

involved various labour related subjects. For example, some of the questions related to

how the lïrm adapted their labour force to various pressures like the recession, competition.

and new technology. whattraining methods and skills they required now and in the future.

and how yearly and economic fluctuations in demand affected their labour needs. An

oulline of the standard interview fonnat for both the hotets and travel agencies is provided

in appendices A and B.
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• CHAPTER 5
THE MONTREAL HOTEL SECTOR

5.1 Overview of the Montreal hotel sector

Visitors to Montreal spend over 26% of their budget en accommodations. he!ping to

employ the equivalent of 7,000 full-time employees (CX"TGM 199301). Hotels contribute a

considerable amount to the urban economy, with the 44 largest hotels that make up the

Hotel Association of Greater Montreal generating $403.5 million in 1990, and contributing

over $40 million in municipal taxes (I-'.AGM 1990). By 1992, the city of Montreal had

15,330 rooms available, while the greater Montreal area had approximately 23,000 rooms

(CX"TGM 1993b). Montreal hotels cater to alltastes altracting approximately equal amounts

of tourists and business people. Furthermore, they must cope with a severe seasonality of

demand. During winter months the number of visitors to the city is relatively low and hote!

occupancy rates drop below 48%, while in the peak tourist summer months of July and

August, occupancy rates often exceed 70% (Broadway 1993,34).

The city's hotels range from small family-owned businesses with only a handful of

employees to large convention centres employing thousands of people. The hotels

surveyed ranged in size from 3 to 1030 rooms. A mixture of ownership types was also

represented (Table 5.1).

Table 5.1: Characteristics of Rotels Interviewed

Size

Independent

Ownership Type

Quebec Based
Chain

Non.Quebec
Chain

Total

Sman (1-60 rooms) 22
Medium (61-229 rooms) II
Large (230+ rooms) 1

3
2

II
II

22
25
14

•

NorE: Hotels ranged in size from 3 to 1030 rooms.
Indepeodent includes alilocally-owned hotels that are unaffiliated with any chain
Quebec-Based Chain includes an hotels owned by a province-wide hotel chain
Non-Quebec Chain includes an hotels owned by national or international hotel chains

5.2 The competitive contnt

Managers were asked what they feh were the greatest pressures currently affecting their

hote\. Numerous responses were given but two of the most significant were increasing

competition and changing consumer demand. Due to recessionary pressures, 1991 saw

slower growth in leisure and business travel to and within Canada than in previous years:
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• bclwecn january and June of 1991 the number of trips by non-residenls was down 2%

compared to the previous year, wilb the usually strong montb of July seeing a 3% decline.

Ontario and Quebec saw an overall decline in tourism business of 10-15% compared to

previous years (Tourism Canada 1991). Business lravel bas also been reduced as many

linns allempl 10 lrim Iheir budgets. The average occllpancy rate for the city's botels stood

at 55% dllring 1992 - down from 67% in 1987 (Table 5.2). Competition for the

convention market bas also beightened with botb Montreal and its other major Canadian

competitor. Toronto, having to deal with a convention revenue slump that peaked in 1989

(Purdie 1992).

Table 5.2: The Evolntion of the Montreal Hotel Sector

Year

1985
1986
1987
1988
1989
1990
1991
1992
1993

Available Room Nights
(000)

14960
14965
15250
16072
16593
17314
17834
18380
NIA

Occupancy Rate
(%)

64.5
64.5
66.7
66.2
62.9
59.8
54.5
553
.56.0

•

Source: ocrGM 1993b; ocrGM 1992; Semenak 1994

ln the past tbe botel sector bas demonstrated its resilience in times of economic

recession and often recovers more quickly than otber tourism sectors (Lavery and Van

Doren 1990, 105). Tbe last recession appears. bowever, to bave caused greater damage

(and damage control) than previous economic downturns. The city's botels bave attempted

to adapt by identifying new markets. using greater product and market segmentation, and

implementing more productive and efficient management techniques.

Along with recessionary pressures, levels of intemational competition and ownersbip

concentration are baving a major impact on the botel sector. The growing saturation of

domestic markets bas made it increasingly difficult for independent botels to obtain a retum

on investment. At the same time, large international botel chains are attempting to increase

profits and market sbare by investing overseas and/or by breaking into bigber margin nicbe

markets tbrougb increased market segmentation (Dunning and McQueen 1982; Littlejohn

and Beattie 1992; Go 1990). While independent operations continue to have an important
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presence in the sector, chains have increased lheir oycrall share of global room capacily

considerably in recent decades: with the total number of roOll1S controlled by the world's 25

largest companies virtually doubling every decade since the 1970s (712.000 - 1970, \.32

million - 1980,2.45 million - 1990) (Martin 19(2). The rapid growth of chains has often

occurred through franchising and 'management contract' approaches which allow chains to

add existing hotels to their grouping with minimal or no capital investment ('fable 5.3).

Such an arrangement also provides the new partner with ail the advantages of bcing pan of

a large, weil recognised chain including access to increasingly sophisticated CRS (Baum

1992b).

Table 5.3: The World's 15 Largest Hotel Companies • 1991

Chain (HQ Location) Rooms No. of Hotels Countncs
Total Franchised operated in

Holiday Inns Inc. (USA) 327,059 1,645 (1,437) 52
Hospitality Franchise Systems (USA)1 288,990 2,298 (2,298) n.a.
Best Western International (USA) 266,123 3,310 n.a. 40
Choice Hotels International (USA)2 214,411 2,295 (2,279) 26
Accor/Pullman (France) 212,500 1,875 n.a. 74
Marriott Corp. (USA) 160,968 698 n.a. n.a.
m Sheraton Corp. (USA) 131,348 423 (259) 61
Hilton Hotels Corp. (USA) 94,452 257 ([99) 7
Forte PLC (UK) 76,330 853 (288) 32
Hyatt Hotels! Hyatt International (USA) 74,801 159 n.a. 54
CarisoniRadissoniColony (USA) 69,104 315 (264) n.a.
Promus Companies3 (USA) 68,664 423 (315) n.a.
Oub M6diterran~(France) 66,269 269 n.a. 34
Super 8 Motels Inc. (USA) 53,336 863 (811 ) 1
Hilton International (UK) 50,779 151 n.a. 47

Source: Martin 1992, Baum 1992a
Notes:
1. Includes Ramada, Days Inns and Howard Johnson brands
2.lncludes Quality, Sleep Inn, Econo Lodge and Comfort brands
3. Specializes in Casino hotels

These competitive pressures are forcing smaller independent companies to affiliate with

narketing consortia and referral organizations to achieve global represe!ltation (Go 1990).

As a result of the intense competition, consolidation of a previously fragmented scctor is

being acbieved, particularly at the middle and upper market levels, through new building,

takeovers, franchising, and the creation of consortia. These linked processes of

competition and growth have encouraged a search for identity and product consistency,
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expresseli throllgh branliing, market segmentation and the devclopment of new 'products'

slIch as short break holidays (Tarrant 1989, 187).

Over tl:ree quarters of the hotel managers surveyed feh that competition is more severe

now than ever before. Il is interesting to note that small hotels do not feel as threatened by

intensifying competitive pressures (Table 5.4). This result is not surprising when one

considers that most of the recent growth of hotels in Montreal has been in the large and

medium sized segments (Table 5.2). Many of the smaller hotels daim to have benefited at

the expense of larger hotels because more money-conscious guests are looking for chcaper

accommodatious and more personalized service.

Table 5.4: Major Pressures Faeing Montreal Hotels

No. of Responses
Reces Taxes GST Comp. Quebec Gov't Other Tatal

Small (22) 12 Il Il 1 4 7 10 56
Medium (25) 20 6 13 9 II 1 6 66
Large (14) 13 6 6 7 12 2 7 53

Total 45 23 30 17 27 10 23 175

Note: Reces:Recession, Comp.=Competition, Quebec=Quebec issues,
Gov't=Govemment issues

Much of the hotel sector literature (Dev and Klein 1993; Fisher and Marescotti 1993;

Lanier and Bennan 1993; Milne 1992; WTO 1990) has mentioned a future growth among

large and small hotels at the expense of medium sized hotels. This is substantiated by this

research as many medium sized hotels are feeling the greatest competitive pressure, not

only from other medium sized hotels but from bath small and larger hotels. Small hotels

are better able to cater to current consumer demand, while the competitive advantage of

larger hotels stems from their ability to acquire sophisticated technological resources.

5.3 Consamer demaBd

As discussed in chapter 3, many commentators feel that the tourism industry is

currently undergoing a transition caused, at least in part, by the emergence of new

consumer attitudes and demographic profiles. Greater dollar-value, tlexibility and

personalized service are the most widely perceived demands of the hotel consumers of the

1990s (Fisher and Marescotti 1993; Peacock 1992; WTO 1990; Urry 1990). Changing

consumer demand is considered a pressure by over 85% of those surveyed. The most
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frequently mentioned change in consumer attitude was an increased demand for bettl'r

value. This was weil portrayed hy one manager who describcd the 'new' consuml'r as

having. lia beer budget \Vith champagne tastes".

Travellers, and other tourist 'buyers'. arc also denmnding higher quality and a greater

variety of services. Managers surveyed l'cel that today's traveller is much better educated

and knows what to expect l'rom travel suppliers. Often to attract a particular dientele a hotd

will offer a luxury item as standard. thereby increasing the expectations of the traveller. and

the quality and services of the hote!. Furthennore, particular hotel characteristics hdp to

perpetuate problems of competitiveness. For example, consumers arc aware that since

hotel rooms are sold in advance and demand fluctuates at each price level in relation to

competition, he or she rarely pays the printed price for a hotel because they know that ail

hotels will accept offcrs that are reasonable (McGuffie 1990). As a result. sales staff must

be prepared to do more negotiating and bargaining (Milne and Pohlmann 1994).

Equally important to hotels are wholesalers. travel agents and tour brokers who now

account for about one-third of the room-nights consumed annually in the USA (Go 1992,

23). Using increasingly sophisticated technologies. these types of 'buyers' are able to

compare prices and find alternative hotel space. As a result they enhance competition by

playing one hotel off against another and force prices down (Milne and Pohlmann 1994).

An indication of growing consumer pressures is the introduction of yield management

systems which allow advanced planning and allocation of a hotel's bedrooms and tariff

structure to allow for different types of business. Their ultimate objective is the

maximisation of occupancy rates and net revenue per available bedroom (McGuffie 1990,

23). They have become important to the hotel sector because they quickly provide the

necessary infonnation to enable a decision to be made about acceptance or rejection of any

business on offer. They primarily help in facilitating negotiations with both corporate

clients and travel agents (McGuffie 1990,25). This new technology has helped to simplify

the more complicated business of selling a bedroom. and provides a front-desk employee

with greater negotiating power to handle the increasingly sophisticated and "travel-smart"

consumer. While not yet widely used by Montreal hotels. many of the larger hotels

surveyed did have sorne form of yield management system in place.

5.4 Other pressures
There are many Quebec-related cultural and political issues tha, are seen as detrimental

to the competitive context. One of the most often mentioned Quebec-related pressures

facing hotels is the unstable and unpredictable future of the status of Quebec within Canada.

Many of those interviewed felt that many Canadian and American travellers would rather
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travel or do business c1sewhere (Table 5.4). One manager added that competing

convention cities have used Montreal's locatÎor, in an area of political uncertainty to steer

potential clients away from the City and towards them. This pressure was especially

apparent among medium and larger hotels who are more likely to attract convention

delegates and out-of-province guests (Table 5.4).

Small hotels mentioned different pre~sures and were more concerned with high

municipal taxes and a lack of government involvement with small hotel interests (Table

5.4). Montreal municipal taxes are considered to be among the highest in Canada, and this

likely represenls a larger proportion of a small hotelf.' revenue than it does for a larger hotel

(HAGM 1990). Many alsû complained of the 'large hotel bias' among government bodies

and their related associations who often deal with issues that are not applicable to small

hotels. These are further eXai7lples of the need to take 'local' issues into account when

analysing the restructuring 01 economic sectors (Norcliffe 1994).

5.5 Segmentation and spec:ialization

A growing feature of the hotel sector is increased product segmentation. The growth of

budget hotels, Ali-suites and Bed & Breakfasts has been a reflection of this trend (Lanier

and Berman 1993; Leitch 1989; Whelihan and Chon 1991). Time-based market

segmentations have also developed. These allow a single hotel access to several markets,

with the busine;s hotel during the week becoming the family break hotel for the weekend

(Tarrant 1989, 188). This segmentation strategy is particularly prevalent among large chain

hotels who have added certain amenities to attract particular market segments. This is

reflected by the names of the properties within corporations (Lavery and Van Doren 1990,

IlS). For exarnple, Holiday Inn Corporation has upscale properties labelled Crowne

Plazas, more middle c1ass properties called Garden Courts and a budget segment knoW.1 as

HGHday Express (Hotel interviews).

The managers interviewed were questioned about increases in hotel segmentation.

Most of the hotels interviewed did not consider themselves to be a niche hotel, nor did they

feel threalened by their existence. However, 75% of the hotels did believe that there was a

good future for niche oriented hotels. This is supported by the WTO (1990, 17) which

states,

...holels are increasingly addressing more specific sectors of the
market; hotel product segmentation will assume greater significance in
the future development of hotel companies...Overall, the pace of produet
sellmentation will accelerate over the next 10 to 15 years, with most
rapid growth likely to œcur at the top and bottom of the hotel sector - in
luxury hot~b...and in the economy range where minimum levels of
service are offered and which therefore should be cheaper.
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This coincides with the earlicr discussion of the 'hollowing out' of t:, hotd s\:ctnr.

lncreasingly specialized hotels tend to be of the smaller variety. while larger "otels are ahle

to diversify their products and cater 10 differenl tastes. This leaves mid-range hotels lhal are

too large to specialize in any particular theme and cannot rely exclusiveiy on one market

source of revenue. Furthermcre. they are too small to greatly diversify lheir stock

(bedrooms) into different components that aUract various market segments. ln simple

terms, this research supports the predictions of the WTO that product segmentation will

increase at the expense of mid-range hotels.

5.6 Alliances

Another trend of increasing significance to the hotel sector is the growth of alliances

between hotels and other sectors that are directly or indirectly related to tourism. Alliances

are relationships between independent parties that agrec to cooperate but still retain their

separate identities (Dev and Klein 1993,43). These alliances take a variety of forms that

include participation in marketing schemes and consortia. access to expensive reservation

technologies, and lobby groups.

Many of the participants in this research stated that frequent flyer programs have

revolutionized the hotel sector. An estimated 20% to 25% of airline traffic in general

consists of travellers accruing benefits in airline frequent l1yer programs. and 72% of

business lravellers participate in one or more programs (Mowlana and Smith 1993, 23).

Many consumers choose only those hotels that allow them to accumulate frequent l1yer

points (Toh et al. 1991). Participation in airline frequent l1yer programs was limited to

larger hotels, of which almost 60% honoured and distributed points.

As a result of the popularity of these programs many hotels have also developed lheir

own 'frequent stay' programs.

Subsector linkages among airline frequent l1yer and hotel frequent guest
prograrns with rerluced-rate car rentai incentives...(arel ...Made possible
primarily through innovations in computer technologies, these links in
tom triggered incl'easingly complex economic and information based
intcrdependence throughout the tourism infrastructure (Mowlana and
Smith 1993,24)

ln this research only 9% of the small hotels had programs that recognized their repeat

guests compared to 40% of medium and nearly 80% of large hoMs. The lower

participation rate of small hotels in guest incentive programs probably stems from the

expense required to set up and market an official program. Most small hotels rely instead

on tbeir personalized service .eputation to entice their guests, who are mostly tourists, to
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• return. As a consequence, the flow of business pecple, who most frequently use frequent

stay programs, are channelled to larger hotels who are able to oITer these incentives,

Equally important is the development of hotel consortia. There are a number of types of

consortia but the most important are marketing related: allowing independent hotels to gain

access to national and international markets through joint promotions (Lavery and Van

Doren 1990, 109). One of the leading global consortia, Best Western, describes itself as

"an association of lodging members". Il represents more than 3,400 independently owned

hotels in 2,400 cities in 38 countries and makes about 9 million reservations pel' year

(McGuffie 1990,27). The other important type of consortia are those that provide hotels

access to international and national reservation systems (see below). ln this survey 22

hotels were part of a chain or consortia that provided marketing and sales publicity as weil

as access to hotel CRS systems. Moreover, independent hotels that need access to wider

markets can joïn reservation centres that hook into CRS systems. In this survey another 13

hotels were members of a hotel reservation network (Table 5.5).

Groups or associations have also been fonned in regions to represent hotels in

negotiations with govemment over issues such as destination marketing and lall collection

(Coltman 1990,342). In Montreal, 44 of the largest hotels in the city are represented by

the HAGM whose mandate is to provide links between hotels by meeting monthly to

discuss concems, collect statistics, and lobby for or against tourism related govemment

action. In this survey, 24 of the medium and large hotels are members of the HAGM

But alliances are not only limited to large hotels. A group of smaller Montreal hotels

have responded to what they cali the 'large company' bias of govemment policy by fonning

the Association of Sman Hotels of Montreal. Their principal mandate is to provide an

organized front when dealing with govemment groups. As a unit together they represent

more than 300 beds, putting them on an equal footing with one large hote\. In tbis survey,

10 of the sman hotels are members of the Small Hotel Association of Montreal and 3 are

Bed & Breakfast networks (Table 55).

Table 5.5: Botel Membership iD VarioDs Networks

•

Halel Size

Small

Mediwn

Large

Types of Allillllce
HotelCRS Marketing Lobby Group

2 3 (B&8) 10

7 12 Il

4 10 13
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5.7 Technology· Hotel CRS

Currently. more lhan half of ail North American hotel reservations are made through

CRS (Go 1992.25; Beaver 1992. 15; Travel Weekly 1992. (9). The marketing praclices

and in particular the distribution strategies of hotels lhroughoutthe world are increasingly

influenced by CRS (Go 1992.26). Hotels run the risk of losing business if they do not

feature on these mega-systems. Any hotel featured on a CRS immediately becomes

available to be booked by travel agents throughoutthe world (Beaver 1992. 15). Agents

prefer not to cal1 a hotel's central res~rvation office. even though it's a free cali. because it

is faster, cheaper and more efficientto book through the airline systems (Carper 1993.68).

Il is clear that global CRS networks are changing forever how hotel reserval'ons are made.

and which properties get the business (Chervenak 1992.22).

Although airlines created the first CRS, the lodging sector was not far behind. By

1965, Holiday Inn introduced Holidex CRS, which has been credited with helping to

transform the company from a smal1 budget chain to a world leader (Chcrvenak 1992.24).

Sheraton was a close second, introducing the 1-800 tol1 free number which has since been

adapted by mast large chain hotels. From that point on hotel CRS have gradual1y grown in

sophistication and size ,Chervenak 1992,24). The main functions of a hotel CRS are to

centrally control room inventory, provide yield management, facilitate extensive marketing,

do the sales and opti"lltional reports, keep track of frequent flyers and repeat hotel gucsts.

and provide better handling of packages and group bookings (Chervenak 1992. ~6;

McGuffie 1990). The biggest difference between airline and haiel CRS is that the former

al10ws access to multiple airlines, hotels, trains, car rentais and so on. while hotel CRS is

maintained in-house, within a company, or within voluntary reservation networks.

ln the last 5 years holel CRS has seen sorne significant developments. First. al1 major

lodgings chains are investing in upgrading or developing new systems. In this research. Z7

of the hotels were members of a chain or network consortia. Almost al1 who voluntarily

joined these groups claimed access to CRS as one of the primary incentives. Secondly.

new hotel CRS software has been developed that provides options for smal1 chains and

multiple-property hotels that want their own system. Third is the creation of a number of

private-Iabel botel central reservation services that provide botels with their own CRS

without having to invest in equipment, software, facilities and staffing (Chervenak 1992,

25) (Table 5.6). One such organization that is used extensively by hotels in this survey is

Utell International. Utell is the worlds largest independent hotel sales representative

organization (Beaver 1992, 18), representing 6,500 hotels and handling about 1.5 million

reservations per year, 98% of which come from travel agencies (McGuflie 1990,28). In
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• this resc'l'ch. 13 of the independcnt hotels wcre mcmbers of a voluntary rcscrvation

consortium (Tabl!' 5.5).

Table 5.6: World's Largest Voluntary Reservation Consortia • 1991

Company

Utellinlemationai
JAL World Hotels
Supranational Hotels
LRI/Grande Collection of Hotels
Logis de France
Leading Hotels of the World
SRS Hotels Steigenberger
Golden Tulip Worldwide Hotels
Foremost Hotets 1nt.
Minotels Int.

Source: Baum 19920,61

Rooms

1.300,000
180.000
117.168
105,000
80,036
70.000
60.000
54.000
37,378
30,000

Hotels

6.500
366
628
441

4,594
260
270
270
6f57
700

HQ Location

UK
Japan
UK
USA
France
USA
Germany
Netherlands
USA
Switzerland

•

Although hotel CRS and airline CRS have developed separately, neither is fully

effective without some kind of Iink between them. To provide the needed link has been

bath technically and commercially difticult. As a result. two main types of intermediaries,

providing a range of services, have emerged: those who are already providing a service and

have automated their systems to improve their efficiency and outreacb, like Utell, and those

that enter the market to provide a 'new' service, Iike Avis witb its Wizcom division, and

THISCo. The latter two companies distribute a "universai switcb" whicb provides an

interface between any major ajrline CRS and any hotel central reservation operation

(Archdale 1993, 6; Cherve~ak 1992, 26) (Figure 5.1). This allows botels te provide upote­

date room availabilil)/ information to travel agents througb tbe airline CRS. and lets botels

gai. ,:ontrol over the information \bat is displayed to travel agents.

.. he increasing dominance of CRS as a rnarketing and distribution tool bas a number of

important implications for botels. International cbains stand to benefit the most in the sbort

term and will gain considerate competitive advantage should they be willing to invest in

upgrading their in-bouse reservation systems and obtaining links with airline CRS (Milne

and Pohlmann 1994; Go 1992. 25; McGuffie 1990, 32). In tbis research c.Jy 2 of the

small botels were part of a CRS. Of tbe 25 medium sized botels 64% are part of a CRS

or{.anization. witb ail but 1 of the large hotels being connected to such a system (Table

5.7). Many of those survéyell felt that botels need to be part of a CRS in order to survive.

•
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Figure S.l: The Central Keservation~ Network
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• Tab:e 5.7: Variations in Montreal Hotel CRS Use by Size
and Ownership Type

HarEL Small
CRS NO CRS

Medium
CRS NOCRS

Large
CRS NOCRS

Independent 2

Quebec Chain

International Chain -

20 4

2

11

7

1 2

11

•

The advantages of being part of these systems are many. They provide marketing

strenglh which allo\Ys hotels to exploit the customer ~rofile data and direct their sales to

specific cliente le. These systems can also assist in developing yield management

techniques which allow _'ompanies to match pricing structures to seasonal and weekly

fluctuations in demand 50 thal they can maximize their occupancy raIes. [n addition, major

chains are able to get the majority of advance reservations from foreign clients before lhe

local, and often independent, owner operator (Go 1992). The international chain hotels

surveyed receive between 30-60% oi their reservations through CRS. Independent hotels

who have voluntarily joined a reservation consortia or CRS receive around 10% of their

reservations through CRS, but they nevertheless feel it is important to be represented and

lhat the investment will eventually pay for itself.

The increased reliance of hotels on airline CRS has other consequences. It is predicted

that an increase in the published price of hote[s is imminent because the cost of making

reservations through CRS is equivalent to :lS-30% of the published room rates. Ali

reservations involve seveml commissions and transaction fees (Beaver 1992, 18; Go 1992,

25; McGuffie 1990,41). In addition, airiines regard hotels as an ancillary service and

therefore, tbey will standardize the display of hotels on CRS and include as many

properties as possible to maximise transaction revenue. This contradicts the marketing

objective of hotels to be unique and display their own identity (McGuffie 1990, 33).

Il has becn recognized in the Iiterature that the dominance of CRS is a difficult obstacle

to overcorne for thase unable to afford il. For example, McGuffie (1992, 18) notes:

smaller operators, and especially the independent hotels, may be faced
with a stark choice. Either they band together a cooperative defense
against the big guns in the industry. or they lose much of their ability to
market themselves widely and internationally. At present, many seem
not to have realised that technology may he overtaking them.
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Il is likcly that small and independent hotels will suffer unless Ihey attempt to overcomc this

handicap by joining voluntary marketing consortia which establish reservatioll systems

similar to those used by large chains (Milne and Pohlmann 1994; McGuflie 1990J2). The

major stumbling block is cost. and lhey will need to adapt by providillg toll-free numbers.

However. these numbers arc often used only 10 gain infomlation which can lead to delaying

contact by others (Leslie 1990). Many small and independent hotels surveyed underslood

thatthey will eventually need access to a CRS in order to achieve economies '1f scale. The

biggest problem is the cost, in the range of $10,000 per year, which is beyolld the budget

of most small and independent hoteis (hotel interviews). Those that survive without CRS

affiliation willlikely focus their sales on: regular customers, direct personal contact with

those that control bookings in volume in their domestic markets, and with specialist

operators and holel booking agents. A significant source of publicity for small and

independent hotels will continue to be pers.>nal recommendations (Chervenak 1992,26;

McGuffie 1990,33).

As a response to the large firm bias of CRS access, there has been a growing interest in

the establishment of regional CRS or destination databases by local govemments to assist

small and medium sized non-chain operations to gain access to wider markets and global

reservation networks (Archdale 1993; Chervenak 1992,26). The Quebec govemment was

involved in setting up such a system called Reservations Quebec, a central reservation

operation financed in collaboration with the Quebec Ministry Gf Tourism. While these

regional reservation offices appear to be a good idea, there are potential problems associated

with govemment involvement. Small companies are criticized by their larger counterparts,

for being unfairly subsidized by the tax-paYl'\r. Travel agencies, on the other hand, fee!

threatened by the ability of potential clients to gain direct access to travel information

previously supplied by the agency. Independent and smal1 hotels in this research ail

welcomed the creation of Reservations Quebec. The larger chain hotels were less

enthusiastic, citing the use of tax-payers money to subsidize private enterprise. but

nonetheless were accepting of it. as they too were part of the system. 1 will retum to a

discussion of Reservations Quebec in the final chapter.

5.8 Labour
~ecent attempts to reorganize hotels and eut costs have been felt by allleveis of labour:

managerial. front-office and back-office. Before discussing these impacts in detail. certain

key characteristics of the hotel workplace should be emphasized. The first is that most

medium or large botels are organised along relatively rigid departmentallines (eg. food and

beverage, accommodation services. security) with each department often boasting a wide
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range of job types. Management sometimes treat, each department as a 'stand alone' unit.

only incrcasing the differentiation between positions (Wood 1992. 146; Guerrier and

Lockwood 1990,412). The diverse range of positions found within any one hotel- from

bed making to banquet preparation - will clearly make it difficult to discern whether

dominant trends are emerging in 'labour processes'. This complexity is only heightened by

the fact thatthe industry's labour force is made up of two broad employee 'categories' that

overlay the aforementioned divisions: front-line workers are involved in direct contact

with the consumer (eg. waiters, front office staff) whi1e background workers perform

'behind the scenes' tasks (eg. making beds, preparing food, accounting).

While such a division of labour may seem rather crude, it docs add an important

dimension in our ability to understand changing labour processes within the industry. For

example, performance in background jobs is largely measured in terms of quantity (how

many bedrooms can he tidied during a shift) white quality is largely a malter of meeting

extemally imposed criteria. On the other hand, the performance of a frontline worker

embodies both quantity and quality: with behaviour toward customers often viewed as j ust

as important as the physicallabour undertaken in performing the task (Drucker 199\). In

other words, frontline performance must he viewed not only in terms of number of meals

sold or clients 'checked out' but also in terms of producing a 'satislied' customer (Urry

1990,40; Britton 1991). As we shall see this division of labour has important implications

for reward structures, processes of automation, training, and moves toward functional and

numerical flexibility.

One final theme is !hat of hotel productivity. Despite heavy investments in technology

during the past decade overall productivity has remained more or less stagnant (Roach

199\). In recent years, however, increasing competitive pressures have forced companies

to move toward reducing labour costs while at the same time trying to increase the level and

quality of service (Milne and Pohlmann 1994). Labour costs remain the hotel industry's

single largest operating expense, but new software systems are helping to put a brake on

these costs and increase the quality of service (Lattin 1990, 221). The 'service driven'

approach is being increasingly adoptcd by the industry with a numher of important

ramifications for labour use, training and rewards structures.

5.8.1 lAbour and tec1l"ology
ln his survey of the labour process in hotels Wood (1992, 133-137) points to two

common misconceptions. The first is that the sector is simply labour intensive and tbat

technology can play only a limited role in improving labour productivity and reducing
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costs. The second is that where technology is introduccd it is incvitably associutcd wilh

processes of deskilling.

The hotel sector is both labour and capital intensive in diffcrent arcas of operation and is

increasingly influenced by new workplace technologies. A rcduction in labour inlensity can

be achieved by either substituting capital for labour. by substituting the consumer's labour

forthat of the worker, or by sorne combination of the two (Wood 1992. 137: Riley 1991,

234). Front and back-office duties. cleaning and room preparation. security. maintenance.

laundry. and restaurant/bar services are all experiencing major technological change

(Tourism Canada 1988. Gambie 1990). The back-office has lagged behind front/guest

contact areas in its adaptation of new technologies, but due to rising labour costs, lack of

available skilied labour and the need to streamline costs, this too is changing (Bodlender

1990, 254). Computer based front and back-office management systems are spreading

rapidly through larger hotels with henefits reported including increased staff productivity

and decreased operating costs. Similarly advances in security, kitchen and point-of-sale

equipment are reducing labour requirements (Gambie 1990).

In sorne hotels the introduction of technology is not possible hecause of a lack of

investment finance and/or a lack of will on the part of management. For luxury hotels, who

pride themselves on providing high quality personal service and a top quality product,

labour savings are more difficult hecause the economic disadvantages and costs of

technological rationalisation may he greater than the costs of maintaining a large workforce

(Wood 1992. 137). By replacing employees with new technologies, personal service is

diminished since fewer workers are available to immediately respond to customer demands.

In this respect the theme of workplace reorganisation and the use of 'consumer labour'

hecomes paramount (Milne and Pohlmann 1994). For example. many of the larger hotels

have installed automated television check-out in rooms 50 that the guest can check

themselves out reducing the amount of work and traffic at the front desk. ln the kitchen it

is the menu itself that provides management with the greatest opportunity for reducing thc

workforce: a move toward simpler foods can allow substantial cutsldeskilling among

cooking staff while self-serve buffets can reduce levels of serving staff. Similarly room

service cau he reduced by the introduction of mini-bars or colTee machines (Grimcs 1991).

The introduction of CRS at the front-dCdk cau arguably eliminate thc need to exercisc all but

the most elementary clerical skills since knowledge. control and technique are invested in

machines that only require operators to input and extract information (Wood 1992, 136).

Computers aid botcls in reservations management. gucst accounting. room managcmcnt.

purcbasing, payroll, inventory, and food and beverage control. Today it is cvcn

tecbnologically possible to almost completcly eliminate thc human toucb in hotcls (for
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example the all-electronic hotels in Tokyo and London) (Poon 1988.539). The question is

whelher this will really happen since technology creales a degree of homogeneity among

hOlels al a lime when hOlels arc seeking new ways 10 differentiate themselves from their

competitors and stand out in lerms of service.

The evidcnce for deskilling in the holel and catering sectors in lhe wake of these

changes is complex and a straight deskilling thesis cannol be applied (Wood 1992, 136).

While lechnology has certainly reduced labour and skill requiremenls in a number of

background areas it cannot replace the need and desire for human contact. However, by

routinizing or simplifying certain tasks technology does allow front-tine workers to reduce

time spent on certain lasks while focusing more on the people-oriented activities that arc so

critical to a hotel's success (Quinn and Paquette 1990,70; Schlesinger and Heskett 1991).

Thus, il can be argue!! that technology will aclually raise lhe overall skill profile of lhe hotel

workforce by rcducing, in absolule lerms, the number of unskilled or repetilive background

funclions and broadening i:he customer contact functions of fronlline workers (Milne and

Pohlmann 1994).

On lhe other hand, il can also be argued thallhe process of skill rationalization may

allow hotels to use technologicai substitution. thereby reducing the requiremenl for highly

skilied staff (Riley 1992, 367). Due to lhe significant changes in the market, and greater

hotel segmentation, it is Iikely lhat luxury units will continue to provide a high level of

personal service alongside more basic hotels that provide less personal service and more

do-it-yourself facilities. Technology and computerisation will be used to reduce staffing

levels of non-Iuxury units, primarily in the back-office, and to improve guest service in

luxury units (Bodlender 1990,2,56).

My interviews revealed that the level of automation and its impact on employment varies

significantly according to hotel size. Only 3 of the 22 small hotels surveyed used

computerized systems to run day-to-day business activities, although a larger number had

stand alone personal computers for accounting purposes. Nearly three quarters of the

medium sized operations were computerised. meaning the front desk made use of computer

technology for reservation and checking in purposes, while ail of the large firms were

automated with the exception of a privately run 'boutique' hote\. Many of these larger

hotels also provided check-out capabilities from the rooms. had computer and fax terminais

available to their guests. and could control the room temperature from the front desk.

The low level of technology adoption by smaller hotels stems from a number of factors.

The consensus among management is that computerisation is not ail that important at the

small hotellevel with sorne managers stating that tbey would rather focus on human contact

and that the use of computers detracted from an establishment's 'personal touch'. Aiso
•
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important was thc limited ability of sma11er operations to fïnd alTorùable softwarc suitable to

thcir needs. lt is interesting to note lhat the three operations Ihal used computers for front

desk dulies had ail developed their own software.

As wouId be expected the bulk of the sma11 hOlels staleù that thal no employees had lost

their jobs due to technologieal change and most (two thirds) feh thal future instances of

lechnology related lay-offs would be Iimited. On the other hand over 75% of the large

hotels felt thal the inlroduction of technology had effectively eliminated some jobs in recenl

years, primarily routine back-office duties, such as the night auditor. Most strcssed that

these systems had been able to increase efficiency while increasing their time available for

employees to provide beUer service to clients. It has also prol'ided vast amounls of dala

and information concerning the c1ientele which helps in producing marketing plans anù

budget reports. In sorne hotels the technology has also played a role in creating new jobs,

for example, sorne hotels have created a communications manager who is responsible for

the fax, computer and special telecommunications needs of guests (Lecours 1993, 26).

Furthermore, the increased amounts of data and information created by CRS and yield

management systems has brought with it a need to hire people able to analyze the

information and build larger sales and marketing tcarns.

5.8.2 Flexible labour strategies
Hotels have a1ways made sorne use of flexible employment methods because of the

high unpredietability and volatility of demand. Their use has beeome even more eommon

sinee the 1%Os when tbere was a shortage of labour and the move ti) use more flexible

labour strategies was designed to deal with this problem (Bagguley 1990, 743). Of the two

principal types of flexible labour, numerieal and funetional, the former is used mueh more

extensively tbroughout the hotel sector. For example, in tbis research 74% of hotels would

eut at least sorne of their staff during the low season, a form of numerieal flexibility, with

only 26% of hotels maintaining their entire staff tbroughout the year. Surprisingly, there

was found ta be Iittie variation aecording to botel size.

Il seerns that numerieal flexibility is beeoming a more signifieant aspect of hotel

employment, especially among hotels witb a wide variation in demand (Wood 1992;

Bagguley 1990; Guerrier and Lockwood 1990). This supports theories of post-Fordism

whieh claim tbat there is inereased use of flexible employment strategies in a restruetured

industry. However, part-time workers frequently have firm specifie skills, lona term job

eontraets, and more recently, aeeess to job training whieh eontradiets post-Fordist theories

that suggest such numerieally flexible jobs are low-skilled and often temporary. In faet,
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many hotds view their part-time 'peripheral workers' as signifieant participants in the

rllnning of the hote!.

lncreasingly....hotels are recognising their part-time and casual staff as
key clements of the establishment and lare) providing them with similar
rewards to full-time staff. No longer are they seen as pllrely 'pcripheral'
(Lockwood and Guerrier 1989. 14)

A major implication for hotels using part-lime and temporary staff is thatthey must deal

with the tendency for temporary workers to lack commitmentto the organisation and. as a

result. produce a lower standard of service. To handle this problem, Guerrier and

Lockwood (1990, 417) suggest improvements in benefit packages through incentives and

bonuses, publication of a newsletter, and better training provision. In this survey close to

80% of the large hotels and 65% of the medium-sized operations had set up formai

employee incentive programs. These incentive programs often stressed a mixture of

productivity and qualitative components such as increased customer satisfaction to

encourage employees to provide a superior service. Such approaches are far less common

among smaller hotels.

Many tourism analysts have cal1ed for greater use of functional flexibility in hotels

(Riley 1992; Guerrier and Lockwood 1990; Kelliher 1989) arguing that it provides greater

job satisfaction and job security for employees. Furthermore, functional flexibility is said

to oITer employers greater labour flexibility and a more stable world"orce since the increased

training requirement involved is paid back by lower labour turnover and greater

responsiveness to demand (Riley 1992,364). The tendency towards functional flexibility

is argued to be greatest in sma11er hotels due to the fact that there are fewer employees who

are required to do a multitude of tasks in order·to maintain the smooth running of the hotel

(see alsa Bagguley 1990,741). There are few Montreal hotels adapting functionallabour

strategies, instead there are a clear majority of hotels cutting staff as demand warrants it.

Furthermore, only one-third of the hotels, a11 larger, have any kind of formai training

program \hat might increase levels of functional flexibility. While the Iiterature predicts an

increased interest in the use of fllnctional tlexibility, financial constraints due to the

recession and priee competition, limil the ability of many Montreal hotels to actively pursue

a training strategy that would increase the ski11s of hotel staff.
A further characteristic of the hotel sector has been high levels of labour turnover

(Hudson and Townsend 1992; Kelliher 1989; Riley 1992; Guerrier and Lockwood 1990).

There are two distinct views as to the signiticance of labour turnover. The tirst sees it as

problematic for the hotel sector but fhe second regards it as an unavoidable and necessary

feature of the industry (Wood 1992). T~e tirst view is expressed as a result of indiITerent
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attitudes of management towards labour issues. Sincc manag~mcnt unes flot regard

turnover as a priority problem. many employees feellittle loyalty towards a l·ompany. and

arc often dismissed from ajob for the mosttrivial of reasons (Wood 19(2). This hclps to

reduce any necd for training since it is regarded as a wasted investment of lime and money.

ln turn. this leads to workers receiving low pay and liulc opportunity for can-er palh

advancement. This scenario tends to be viewed as somelhing of a vicious cycle wilh

limited advancement and poor working conditions perpetuating high turnover (Milne and

Pohlmann 1994). This view is supported by Hiemstra (1990. 218) who survcycd 99

hotels in the USA and found that managers in this seetor have become accustomcd to

surplus availability of entry-Ievel workers and high turnover mtes. In facto Hiemstra found

that in sorne cases. rapid staff changes appear to have been encouraged in order to keep

wages near entry levels. The second. more optimistic view stems l'rom the idea that high

turnover is necessary in order to develop employee ski Ils. Il is argued that promotion

within one organization is not common so through a series of job changes an employee

gains new skiIIs by moving on to a higher status establishment than in previous jobs (Wood

1992; Riley 1980).

This survey revealed that the average turnover rate for ail hotels hovered around the

10% level with most respondents noting a decline in reeent years. This dedine is mostly

due to the lack of alternative employment caused by increased recessionary pressures.

However. increasingly management is realising that high levels of turnover not only

increase things like training costs and worker compensation daim rates, but also have a

negative impact on consumer service and levels of return business (Milne and Pohlmann

1994). For example. a study recently undertaken by the Mamou Corporation showed that

a 10% reduction in turnover would reduce customer 'non-repeats' by up to 3% and raise

revenues by between US$ 50 and 150 million per year (Schlesinger and Heskeu 1991,76).

ln recent years there has been an increase in demands placed on hotel workers due to

labour cutbacks and new technologies. Theoretically, this should coincide with improved

reward structures but the hotel sector continues to be characterized by very low pay. In

fact, many of the surveyed managers recognized that low pay was a major factor in

boosting turnover levels and reducing worker performance, butthey ~Iso l'eh that basic

wage rates were unli:<ely to rise significantly because of increased pressures to eut costs.

The research did re"eal sorne interesting ideas to reduce turnover thal involve changing

sorne traditional hiring and training practices. For e7\ample, when hiring for front-Iine

positions, there seems to be a greater tendency to emplCJY people without previous

experience in the hotel sector but who possess general computer knowledge and have an

ability to interact weil with clients. Another approach to improving turnover performance is
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the use of 'quality eircles' where employees and management torma\ly discuss possitlle

improvemenls to the areas of work in whieh they are invol\'l'd.

Other rorms of f1e~ibility. sueh as pay f1exibility and subeonlraeting strategies. have

always exisled in holels. Pay f1exibility has beeu manifesled through lhe the use of

individual wage eoUlraets, lipping and employee ineentive programs. The subcontractiug

of certain lasks like laundry, has al50 been r. significant aspect of lhe hotel sector (8agguley

1990, 742). Approximately 60% of the hotels surveyed made some use of sub-contraeting

wilh laundry and maintenance being the most commonly subconlracted tasks. Half of the

sma\l hotels tend to sub-contract and among medium sized hotels the proportion is slighlly

greater (68%). The lower level found in large hotels (57%) reflecls their tendency to be

more heavily unionized with resultant restrictions on the range of sub-eontracting that can

be done. lt is interesting to note that several managers of large hotels said thatthey wouId

seriously consider expanding the use of subcontracting if union resistance could be

diminished. lt is, however, important to rea!ize that levels of sub-contracting appear to

have increased !iule during the past decade.

5.8.3 Other labour issues

The concept of the 'flattened organization', cutting away at middle management and

getting the CEO as close to the customer as possible, has become significant in the hotel

sector during the 1990s (Lecours 1993.25). On numerous occasions senior management

of large hotels would discuss attempts to 'flatten' the organisational pyramid of their

operation and indeed only three had not eut middle management levels in recent years. In

fact, a couple of hotels had completely eliminated their middle management staff. This

approach is often seen as a way of cutting labour costs but al50 brings more work and

requires higher levels of skill from remaining employees. One hotel maintained that

initially the cu!s were made as a means of reducing labour costs during a period of severe

financial constraint, and their intention was to eventuaHy replace those positions once the

financial crisis had lessened. However. this and other hotels no longer intend to refillthese

positions since computer technology has effectively handled many middle management

functions and the remaining staff has incorporated ail other middle management tasks illto

their duties. This finding reveals a key weakness in much of the current Iiterature on

economic restructuring - its lack of attention to middle management layoffs.

The hotel sector is also heavily dominated by women, with three quarters of those

surveyed employing a clear majority of female laoour. The findings al50 reveal that lower

skill positions, such as housekeeping, tend to be over-represented by women. Women

also tend to be disproportionately represented among part-time and seasonal positions in
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general. These findings tend to support the work of Bagguley (1990,7...3) whose detailed

study of labour use in the UK hotel sector revealed that there is a distinct gender division in

the form and extent of work flexibility. In other words, men are more likely to be involved

in 'functional' types of positions such as general hotel management, while women mostly

hold 'numerical' types of jobs such as cooks, kitchen staff, domestic staff and c1eaners.

While women c1early dominate the lower ranks of the hotel sector, this survey also

found that the proportion of women working at the managementlevel was surprisingly high

with .50% of those surveyed c1aiming that at \east .50% of management personnel were

fcmale. However, it is clear thatthe majority of this employment fell in the middle and

lower management areas with a 'glass eeiling' effect reducing upward mobility into higher

positions (Guerrier 1986, Hicks 1990). Over one third of the small hotels surveyed were

run by women, but among the medium sized hotels the figure fellto 24%. No hotel with

more than 200 rooms was run by a woman.

5.9 Summary
The hotel seetor is facing new pressures brought about by an inereasingly competitive

environment. Intensifying competition and changing consumer demand have forced hotels

to find new ways to respond to a 'new', more demanding, competitive context, Large

hotels increasingly have the ability to expand into new areas and segment their products to

cater to changing consumer demand, Small hotels are well situated to provide particular

niche-type accommodations without high overheads. Furthermore, the research

demonstrated the increasing importance of mega-CRS and alliances, especially among

larger hotels, CRS provides larger hotels with an important competitive advantage over

medium and smaller sized operations which often have neither the money nor the expertise

to gain access to reservation networks. Small hotels feel less at risk becal1se they will

continue to attract those travellers who want something that cannot be offered by larger

hotels, either in terms of price or the 'personaltouch'. It is the medium sized, and small,

non-specialized hotels that will suffer the most in the emerging competitive environment as

they do not have the financial revenue to invest in new technologies or take risks in

providing a new 'product',

Hotels are becoming increasingly technologically intensive and it appears that

employment growth will slow in the future. A Iikely scenario is that low-skilled, behind

the scenes work, sueh as food-preparation, security and back-office funetions, will be

greatly a1Tected by increasingly affordable labour saving technologies, Middle management

is already being cut as larger eompanies attempt to tlatten their organisational structures.
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Skill requirements willlikely increase in rernaining jobs but it is lInlikdy thal wage rates

and rcwards will keep pace with the rising demands :llade of labollr.

These tïndings indicate that the 'new' political economy frameworks discussed in

chapter 2 cano at best. offer only a partial explanation of the shifts occurring in the hote!

sector. Post-·Fordist appruaches are lIsefu\ when explaining why shifts are occurring by

focllssing on changing consumer demand and incrcased global and local competition. They

are also useful in explaining the growth of small. niche type companies catering to specitïc

markets, a.nd in the growing importance of strategic alliances. However. sorne problems

arise when discussing issues of technology and labour. In the hotel sector, technology

certainly has the capability of effectively replacing some workers but it is unlikely that they

will ever completely replace front-line workers since the need for human contact remains an

integral factor in the hotel business. The hotel sector has always relied on part-time and

temporary labour, and part-time workers are often considered as valuable as core

employees. Recent attempts by hotels to reduce labour costs (such as middle management

cuts and technology replacement) are unrelated to their use of flexible labour strategies since

the high variability of demand has a1ways required that hotels use these methods to maintain

the smooth running of a hote\. Consequently, it seems certain that the Montreal hotel sector

is experiencing a period of restructuring but post-Fordist theories are not entirely adequate

in explaining the dynamics involved.
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CHAPTER 6
THE MONTREAL TRAVEL AGENCY SECTOR

6.1 The travel agent

Travel agents are an integral component of the travel distribution network and receive

the bulk of their income from commissions on the sale of travel products (Lavery and Van

Doren 1990, 70; Richter 1987, 226). In addition to selling travel products, they are

expected to be professional counsellors with an in-depth knowledge of major tourism

products and travel destinations (Leblanc 1992, 10). In order to conduct these functions

efficiently travel agents rely on access to information through computerized information

systems. Bitner and Booms (1982.43) suggest that there are three roles for a travel agent.

First as a decision maker, in whlch they actually help people to decide when, where and

how to trave!. Secondly, as salesperson in which they promote travel that might otherwise

not occur. And thirdly. as a clerk to process requests for specific airline tickets or room

accommodations.

This survey covered a wide array of agency types. The 40 travel agencies surveyed

were classified as either catering to business or pleasure clients, as selling all types of travel

or specific travel products, and by ownership type (Table 6.1). Travel agencies ranged in

size from those that employed only a couple of people to those with staffs of more than 40.

6.2 The competitive contest

The travel agency sector faces a wide variety of competitive pressures (Table 6.2).

Increased competition was mentioned by 35 of the 40 travel agency managers, 25 of them

indicating that it is the most significant pressure they face. These findings are supported by

the research of OHts and Prough (1991, 40) who surveyed 201 US travel agencies about

their thoughts on the competitive environment. Over tbree quarters of their respondents

agreed that co'" ~"ùtion was becoming ·substantially more intense· since the latter half of

the 19805.

The rising intensity of competition results from a number of factors. Foremost are

recessionary pressures and increased amounts of new entrants ÎDto the travel agency sector

(Table 6.2). Although ail types of agencies have felt the pressure of intensified

competition, business agencies are pal1icularly sensitive to recessionary pressures because

most companies, in efforts to cut costs, reduce their corporate travel expenses. Pleasure

travel agencies felt most of their competitive pressures stemmed from intense price wars

among siltines and tour operators over which they have Iittle control.
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• Table 6.1: Charaeteristies of Travel Agencies Survcyed

Type Total No. Produet
Gen) Spee.2 Ind.3

Ownership type
Chain4 NetworkS Umb.6

Business7

Pleasure8

Both9

Size

sman lO
Medium11
Large12

Total

14
12
14

9
17
14

40

8
7
8

6
10
7

23

6
5
6

3
7
7

17

6
3
6

4
5
6

15

4
5
.!

2
5
5

12

3

3

1
6
1

8

2
2

2
1
2

5

•

Notes: 1. General agencies that sen travel to anyone anywhere
2. Specialized agencies that sell a specifie type of travel or sen to a specific market
3. Independent operation
4. Part of local, national or intemationally owned chain
5. Part of network of travel agents that are affiliated for economic and marketing reasons
6. Umbrella operations that work under the Iicense of a larger agency but are independent
7. At least 70% of revenue derived from business c1ientele
8. At least 70% of revenue derived from p1easure travel
9. Agencies that do not meet the criteria Iisted in notes 7 & 8
10. Agencies employing 5 or fewer people
Il. Agencies employing hetween 6 and 10 people
12. Agencies employing more than 10 people

Another source of increasing competition has hec:n the tremendous growth in travel

agency consolidation as individual travel companies look for new ways to increase

economies of seale and reduce operating costs. In addition. the travel agflncy sector has

witnessed the eniJ'ance of many large, non-travel companies into the tmvel retai! business in

recent years. Finally, competition is further exacerbated by the ease of entry of new travel

agencies since there is Iittle overbead or skill required. nor is there any difficult certification

process. As a result, the travel retail sector is an ideal business for budding entrepreneurs

and large companies looking to diversify because it does not require substantial start-up

costs and involves relatively Iittle rislc.
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• Table 6.2: Major Pressures Faced by Travel Agencies

No. of Responses

Type Recession GSTrraxes Discounting Competition

Business 13 8 6 9
P1easure 6 9 ~ 8-'
Bath 8 9 Il 8

Travel Product

General 14 15 16 15
Specializcd 13 Il 6 10

Ownership Type

1ndependent 11 9 5 12
Chain 8 8 10 6
Network 4 6 4 6
Umbrella 4 3 3 1

Size

Small 8 5 6 5
Medium 10 Il 9 !2
Large 9 10 7 8

Total 27 26 22 25

Note: See Table 6.1 for agency classifications

6.2.1 Recession

The recent recession has had a major impact on business travel operations (Table 6.2).

The combination of recession and airline deregulation bas Icd to intense price wars among

airlines and tour operators. As a resuh, many business travel agencies have suffered a

double blow caused by decreased business travel and reduced ticket prices. Many of those

surveyed eltpressed the opinion that the decline in business travel was Iike!y to be

• permanent because corporate consumers have become much more aware of their trave!

costs. 011 the other hand, the recession has had a more Iimited effect on those trave!
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agcncics dealing in plcasurc travcl. For thcsc agcncics. the rl~ccssions' biggcst impact was

an inerease in priee comparison by eonsumers.

A rcccnt American survey of travel agencies fcund that the mte of tmvcl agency growth

had slowed significantly during the reeession years. lt revealed that there was an increase

of only 8% bctween 1989 and 1991. compared to an inereasc of 24% from 1987 to 1989

(Travel Weekly 1992. II). The survey also found that over 40% of travel agencies had

operated at a 1055 over the same period (Travel Weekly 1992. II). According to Duvall et

al. (1993. 10) small travel agencies (those with less than $2 million in sales) were

especially hard hit by the recession. They found thatthere were 10% fewer smalltnlvel

agencies in the USA during the summer of 1991than at the beginning of the year.

6.2.2 Discounting

Discounting refers to the last-minute. greatly reduced specials from tour companies.

and seat sales by airlines. This practice effectively decreases the final commission received

by travel agencies. For example. a flight to Toronto from Montreal would normally cost

$500. and the travel agency would receive approximately $50 in commission. but with seat

sales reducing the price of an airline ticket to $120. the travel agency would then receive

only $12. This type of discounting bas resulted in real fare reductions especially on highly

competitive rates (Travel agency interviews).

Discounting can also refer to the agent's voluntary reduction of the price of an airline

ticket or package tour by cutting into it's own commission. Due to the relatively limited

profit margins involved in travel retail (around 10-12%). the margin for providing

discounts or rebates is Iimited (Davidoff and Davidoff 1986.38). This research showed

that many in the travel retail sector felt that there was little desire to stop or reduce levels of

discounting. As a result. profit margins. and therefore revenues, have been decreasing.

Many of the small and medium-sized travel agencies surveyed are unsatisfied with this type

of discounting because the larger travel agencies tend to have greater negotiating power and

can therefore obtain better commissions from airlines and tour operators while also offering

lower priees (Bitner and Booms 1982,43) (Table 6.2).

Another discounting strategy is the use of preferred suppliers. Generally, agencies are

not supposed to be tied to any partieular airline or hotel and therefore are thought to be

impartial in their adviee (Coltman 1989,337). Yet the majority of ail travel ageneies

encourage sales personnel to sell the 'preferred' supplier in order to take advantage of

override commissions. using other suppliers only when the service of the preferred

supplier does not meet the customers needs (Davidoff and Davidoff 1986,34). Override

commissions are extra payments designed to encourage the selling of a particular airline's
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seats ralhcr .han those of another carrier. Override commissions are awarded to the travel

agents by ,he airlines in retum for increases in volume or in market share. As a result.

there is greater leverage for discounlÎlIg airfares if they are able to sellthe required amount.

Hmels are also providing incentives for trave\ agents to book with them. For example.

Radisson hotels provide prizes lhrough the accumulation of credit. Every time an agent

books a Radisson hotelthrough the CRS the former receives 10 points for every dollar

booked (Dineen 1993, 29). These practices eliminate the unbiased nature of the travel

agent in the distribution system (Truilt et al. 1991.30). In fact, a recent travel agency

survey in the USA reported that when travel agents were asked if they confine their

bookings to select operators, 81% said they were using a preferred Iist (Travel Weekly

1992,32).

Discounting has become so common that most clients know they need not pay the

brochure price. Sorne managers primarily blame the airlines for the continuing discounting

of travel packages and airfares (especially last minute) forcing other tour opcrators to do the

same. One of the biggest problems resulting from intense discounting of airline seats is

that consumers have come to expect low fares, especially when travelling on 'Iast-minute'

specials (Long 1992, 123). As a result of intense discounting wars, travel agencies have

Iittle control or knowledge of what will be on special from one week to the next

My interviews revealed that discounting was felt by ail types of travel agencies, but

especially by those that sell both "'. ·:ness and pleasure travel and by chain related travel

agencies (Table 6.2). Both these '.. ,,-'s of agencies are particularly sensitive to discounting

techniques because thr;y often attempt to provide travel prodUCIS for ail tastes and market

segments but find themselves selling mostly discounted !ravel products to maintain a client

base. Among specialized and independent !ravel retailers discounting is far less common

(Table 6.2). Their products are sold for their quality and type, and not on the basis of

price. In fact, many of the specialized !ravel agencies interviewed stated that they would

not accept business from clients demanding ooly the lowest price.

6,2,3 Consolidation
The !ravel agency sector has been ch~'llcterized by a series of takeovers and mergers in

recent years (Thompson 1990,210; Truitt et al. 1991,33). The growing concentration of

alobal agencies has, in tum, resulted in the birth of "mega-agencies" (Davidoff and

DavidofT 1986, 31). Mega-agencies have developed for a number of reasons. First, there

is a need for a certain level of operation to be able to afTord the sophisticated systems and

automated equipment required to keep up to date with the complex and changing travel

information. Furthermore, many agencies grouped together following the lowering of
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commissions on air ticket sales to l'ut costs. and to consolidate cnrporate accounls. Many

of these consolidated agencies believe that economies of scale l'an best be achieved by

encouraging iarg~ corporations to centralise their trave! business. As a rcsu\t. many

smaller. regional travel agencics. handling branchl's of thcsc national corporations. have

lost their accounts (Davidoff and Davidoff lQ86. 38). In addition. the trave! industry

literaturc suggests that larger agencies have higher profit margins. and thereforc they arc in

a better position to absorb the costs of discounting and rebating (Bitner and Booms 1982.

43: Feldman 1989). This is due to the fact that mega-agencies are able to exerl grcater

influence when negotiating fares and commissions with the airlines.

Corporate trave1 companies have also grown for other reasons. Long after corporate

controllers began looking for efficiencies in the labour force, on the production \ine and in

management, they began questioning travel ex.penses. Travel eJ<:penses rank third in

controllable costs after labour and data processing, and corporations increasingly want to

reduce them (Feldman 1989). Thus, travel agencies have fell pressure to grow to achieve

breadth of geographica1 cover to meet corporate travel needs and retain strong purchasiug

power with suppliers.

During the 19805 there were e number of consolidations among travel com"anies as

well as a marked increase in travel agency franchises. A USA travel agency survey found

that in 1987 only 7% of those surveyed had acquired allother agency in the previous two

years, by 1989 this had jumped to 16%, and by 1991 29% had acquired other agencies

(Travel Weekly 1992, 22). This trend is ex.pectcd to continue as many of the largest

agencies reported an upswing in inquiries from small firms looking for buyers in 1992

(Crocker 1992, 118). This same USA survey also found a 29% increase in large travel

agencies (those with sales over $5 million) while overal1 lhere had been ooly a 3% increase

in travel agency locations, Tbougb they are still far outnumbered by smaller travel agencies

across the USA, larger travel agencies have continued to increase their share, accounting

for II% of all agencies and, more significantly, providing 36% of total agency revenue

(Table 6.3).

White Iittle quantitative evidence exists conceming the prevalence of consolidations

among Montreal travel agencies, the q,,31itative findings of this research generally support

the USA survey. Many Montreal travel agents felt that large agencies would continue to

increase their presence in the local market tbrough consolidations and takeovers. For

exarnple, during the course of this research, Thomas Cook merged with Marlin Travel to

create one of the largest business travel agencies in Canada .
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• Table 6.3: Dollar Volume and Market Share of US Agencies

Size of Agency
by Revenue

% of Ail Agencies
1989 1991

% of Ail Revenues
1989 1991

Under $ 1million
$1-2 million
$2-5 million
$5 million or more

27%
39%
25%
9%

30%
34%
25%
11%

8%
25%
36%
31%

8%
22%
34%
36%

•

Source: Travel Weekly Survey 1992,26.

Competition, especially in business travel, is greatly affected by the growth of such

multinational chains. These corporate travel companies are able to aUract large corporate

accounts because of their international size, ability to get better incentives from airlines. and

the provision of various travel related services. For example, American Express and

Thomas Cook, two of the largest travel cornpanip.s, ca., oITer services lhat other companies

cannol and because of lheir size and breadlh the overall cosl of these extra services is smal1

(Feldman 1989,64). This is supported by the Montreal research which found that many

of the business travel agencies were concemed with the number of consolidations lhat had

laken place over the last decade. Many of lhem cited the ability of such agencies to oITer

low corporate rates and free ancillary services which are beyond lhe means of most smaller,

independenl travel agencies. Of the 14 business travel agencies interviewed in this

research, only 3 would be considered small and none of them are independent (as defined

in Table 6.1). Ali three have linked with organizations or chains that oITer these extra

services because they see it as the only way for them to remain competitive.

6.2.4 ElUe 0/ en'rJI 6y Ile.. co",peti'ors
Travel retailing is an attractive cash-based business and its low entry cosls and rather

glamourous image have continued to attract a large number of independent operators. The

capital cost of setting up a travel agency is less than almosl any other kind of retail business

because the agent requircs relatively litde in terms of stock (Lavery and Van Doren 1990,

69: Mayllew 1987, 72). Furtbermore, in mostjurisdictions, only a locallicense is needed.

A typical agency will receive "appointments" from groups, such as lATA for international

airline ticket sales, and from the agcncy's domestic airline association.

ln order 10 get an "appointment" from one of these groups, such as lATA, the travel

agcncy bas to prove, in the first few months. that it cau operate in a reputable, business-like

manner. The associations want 10 be sure that a travel agency will have the competence to
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repr~sent the suppliers, have a good location to attract suf!ïc;ent volume, and have a

reasonable tinanciai standing (Coltman 1989,341). During this pcriod an agency must pay

cash ta obtain tickets from the carriers. As the tickets are sold the agency rcceives its c:\sh

back but does not receive any commission. Once the "appC'intment" is received,

commissions will be paid ta the agency retroactively for those tirst few months, and they

will no longer have ta pay cash ta obtain tickets. From that point on, as tickets are sold,

the agency will give the cash from the ticket sales ta the supplier and hold back the

commission eamed (Coltman 1989. 34\).

Many of those sur'leyed eltpressed the desire for govemmellt to adapt sorne kind of

regulation, along the tines of the European system, whereby people who want to open a

travel agency must have minimum 5 years eltperience in the business before they are

granted a Iicense. Many daim that as a result of the loose regulations in Quebec, there has

been a proliferation of new travel agencies in recent years. especially those selling

discounted, often last minute, travel products. Many of those interviewed complained that

these types of new entrants concentrate on undercutting their competition, adding another

level of competition to an already highly competitive :Jector.

Airlines may deal with any retailer that adheres to the airline's standar:!q, therefore,

travel agents are faced wiL't competition not only from an abundance of local travel retailers

but from other new competitors (Bitner and Booms 1981; Dilts and Prough 1991,37).

These new competitors include many non-tourism industries that have decided to encroach

on the traditional territory of conventionally defined tourism companies. Sorne examples

include banks and department stores which are in contact with large volumes of customers,

and therefore they have the potentialto provide retailtmvel agency services; banks have an

additional advantage of being able to supply other complimentary financial services such as

loans, insurance, travellers cheques and foreign currency transactions (Brillon 1991,457),

Other industries entering the tmvel agency business include financial services, such as

American Express, Access and Visa, who offer a wide range of tmvel support products

from accessories and valet services to world-wide insurance and money supply (Lavery

and Van Doren 1990,74). For example, Diners Club, a credit card company owned by

Citicorp., oITers along with it's card, a travel management system Iinked to travel agencies.

They also provides infonnation on trip planning (not booking), emergency cash, aqd car

rentai insumnce (Feldman 1989,61).

Some airlines have also developed their own retail and wholesale outlets. For example,

Quebec's Groupe Tmnsat owns Air Tmnsat, Transat tour operators, and has a control\ing

interest in the travel distribution networks Club Voyages, En Liberte and Tourbec

(Interview with Oub Voyages). Many department stores also oITer tmvel products bec!luse
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it helps to raise their profile. offers a more complete service and brings in sorne additional

revenue (Mayhew 1987. 65). Both Sears and JC Penny have attempted to sell travel

through their catalogues (Davidoff and Davidoff 1986.32). and Sears now operates a chain

of travel agencies that are located separately from their department stores. To compete with

Sears. Zcllers has recently established a travel retail department as weil.

Others cutting into the competition include wholesalers and consolidators who are

running their own travel retail outlets by selling directly to the public. Consolidators

operate with the participation of the airline industry. The airline sells tickets to the

-:onsolidators and gives them a rebate or commission as high as 40%. The consolidators.in

tum, distribute the tickets to retail travel agents at commissions that vary from 15-35%

(Coltman 1989,339). They sell most of the tlights of a particular airline to travel agents,

though this study found that sorne consolidators did sell directly to the public as weil. As a

result they are able to undercut the travel agencies because no commission needs to be paid.

ln this research, the travel agencies that are the hardest hit by new competitors are

independent and medium-sized operations (Table 6.~). Both types of agencies have much

to lose should new types of competitors enter the travel retail market. Independent travel

agencies cannot easily reach the broad markets that department stores and airlines can, nor

can they afford many of the elttra services and lower prices that banks and consolidators

provide. Medium-sized travel agencies are a1so finding it more difficult to compete because

they do not have the financial resources to takeover other operations, demand higher

commissions, or provide extra services. Furthermore, they are often too large to specialize

injust one typo.: of travel, needing revenue from a wider variety of travel resources in order

to maintain a steady income, and are often unable to sellthe required amount of travel

products that would allow them to receive higher commissions. As a consequence, the

travel agency sector seems to be suffering a similar hollowing out process that was found

to bt: affecting the hotel sector. In the new competitive travel agency environment, both

large chains and small specialized agencies are growing at the eltpense of medium-sized,

especially independenl, operations.

6.3 Coaaamer demand
One of the driving forces behind the evolving competitive enviro!lment has been

shifting consumer demand. Ail of those surveyed had noted sorne kind of change among

their customers (Table 6.4). Most had noted an increased demand for greater value, while

fewer respondents had also noted a greater demand for quality and variety in the travel

product.
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• Table 6.4: Percentage of Changes in Consumer Demand

Change in Agency Type
Demand Business Pleasure Both General Specialized

Value 55 66 69 72 45
Quality 27 20 25 22 ~.,

.~

Variety 18 7 3 18
Environmental 7 5
None 6 3

Total 100 100 \00 100 100

Note: See Figure 6.1 for agency classifications

•

While an account can still be lost on service, it is increasingly being won on price and

cost control (Mayhew 1987,52). Price has always been a major factor when choosing

travel products but seems to have increased its importance throughoutthe recessioll years.

Among business travel retailers there is a clear feeling thllt demalld has changed as

companies are 'trimming the fat' and are now watching every dollar they spend. Leisure

travel agents must deal with increasing demands by cllstomers for higher standards of

service, greater value and specialisation (Mayhew 1987,64). Among business travel

retailers, high levels of service quality are often used as competitive tools to differentiate

one company from another. In fact, with the increasing importance of technology in the

travel distribution network, there has been a homogenization of travel retail as ail

participants are aecessing the same systems. As a consequence, there is Iittle difference in

price among ail travel agencies and they have almos! no control in setting price levels. As a

result, travel agencies need to focus on a distinctive feature that will set them apart from

their competitors, often attempting to build their reputation on service quality.

It is argued that consumers once favoured organized vacations to familiar areas but with

increased levels of education and travel experience they are now demanding greater choice

(WTO 1990). Today's consumer is more often purchasing only the flight and travelling on

their own. Furthermore, more than half of the agents surveyed noted a decrease in the

length of holiday resulting in a noticeable increase in the amounts of3 and 5 day packages

being supplied by the tour operators. This raises the question of whether increased travel

product variety results from consumer demand or from tour operators who want to increase

interest in new. more profitable, types of trave\. Sorne argue tbat shifts in demand patterns

are fol1owed closely by the market, 50 that trends of increasing numben of self-catering

holidays and flight-only arrangements are precluded by a more sophisticated and discerning

consumer (Buck 1988.74; Bennet 1993,260).
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The travel literalure is replele with articles heralding the growth of new forms of

specialized trave\. These 'new' travc\ products have come under many different headings

l'rom eco-lourism and adventure lravel ta educational lours and cultural trave\. The

participants in Ihis survey were asked whelher they had noted any increase in demand for

such specialized travel products. The result was fairly evenly split with 58% noting a

greater demand for specialized travel and 42% indicaling Ihalthere was liule new dema,d

for specialized Iypes of Irave\. Many who did not perceive any change felt that mass

tourism would al ways be important since il is easy to supply and relatively inexpensive for

the consumer. In fact, many survey respondents stated that specialized travel was not a

new phenomenon, and that Ihere had always been a small but significant demand for more

cxotic trave\. Sorne lrends seem to indicate, however, that consumers are increasingly

dissatisfied with mass packaging, bUI this does not mean that travel suppliers will offer

only 'individual' holidays. The 'individual' market will continue to exist and is expected to

expand but its overail volume of clients will remain far below that of mass tourism

(Mayhew 1987,64).

Agents were asked if they had noticed an increased demand for, or supply of, 'flexible'

tours. These tours were defined as being travel packages that allow consumers to

manipulate how, when and where they want to trave\. These types of holidays demand

greater skills of the !ravel agent as they must be l'ully aware of ail travel supply options, and

be able to properly manipulate a CRS in order to retrieve the relevant information. A

majority (67%) of the respondents had noted a greater supply of, and demand for, more

fleltible package tours, the most popular being packages that provide cars and flights or

hotel only. A further 20% of the respondents noted an increase in the variety of packages

available to one destination. This provides greater f1elti bility as it allows consumers to

choose the tour most suitable to their needs. A recent USA travel agenc)' survey supports

the trend found in this survey. They found that the minimum-category tour (flight and/or

car and/or hotel only) now accounts for 54% of all packages sold (Blum 1992,34).

6.4 Selmeatatioa aad spec:laUzation

While there has been a significant growth in !ravel agency consolidations there has also

be~n a growing interest in smaller agents that specialize in specifi·~ modes of travel,

destinations or types of !raveller. Nearly 90% of !ravel agencies in the USA have revenues

of less than $5 million a year and small agencies (thase earning less than SI million a year)

increased l'rom 27% of alliocations in 1989 to 30% in 1991, though they are still making

only 8% of the total revenue (Travel Weekly 1992.26) (Table 6.3).
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With the recognition of an increasingly segmented market. travel agents are ~ddinillg

their priorities. At tr.e one extreme American E"press Travel Related Services are gea~d to

global travel management. encompassing not only business travel but the whole

management of travel and entertainment expenditufC. At the other extreme. leisure-based

multiples or small independents offer local, individual service based on strong knowledge

and involvement in the local community (Mayhew 19'8:7,67).

Smaller agents have also developed specialized services. something that big travel

companies have yet to do on a large scale (Feldman 1989,67). Nearly 70% of those

surveyed believe that there is a future for specialized travel agencies and thattheir growth is

Iikely to continue. Many mentioned that it might be the only way for new independent

travel agencies ta get into an established and saturated market; by specializing in one area,

an agency can bargain for better rates and provid~ their clients with the lowest priees.

The remaining 32% of those surveyed generally felt that specialized travel agencies are

Iimiting their cptions. Should something happen to the area in which they specialize (war,

natural disaster), or if there is a low season, the agency would need to have an alternative

travel option to remain in business. Ta provide specialized travel products without limiting

one's supply, some travel agencies, including some large chains, have opted to specialize

within the firm. This way they still provide a variety of travel products to the consumer but

each of their employees are experts on specifie destinations or types of holidays and can

therefore provide ail information needed with confidence (Sorbelli 19'8:7, 344).

A single outlet or image can no longer appeal across the total range of potential

customer.;. The travel agency sector is splitting into different businesses, at one level into

business travel, group travel, incentive travel: but beyond that into outlets renecting

different Iifestyles and cultures. For example, corporate !ravel is one of the most important

areas of specialization today. It has been taken away from the street level retait shop and

moved into purpose made office units equipped with specialised staff and technology

(Mayhew 19'8:7,51; Gates 199\).

6.S Alliances
Over the last decade there has been a proliferation of new types of affiliations as a result

of the creation of travel retail mega-agencies and the emergence of new competitors like

airlines, consolidators, wholesalers and tour operators selling directly to the public. Also,

the power of CRS to produce significant gains in productivity foreed a number of travel

agents either to merge with competitors or discontinue operations (Davidoff and Davidoff

1986; Feldman 1989). The 19805 can be charactcrized as the decadc of consolidations for

the !ravel agency sector in the USA as a number of agencies either disappearcd or joined
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forces with others (Truill et al. 1991.33). Due to these events which have significantly

increased competition. new types of industrial organization based on partnerships and

alliances have become more common (Ahem 1993; Davidoff and DavidofT 1986; Feldman

192Q; Thompson 1990). Since the travel agency sector is made up of a large proportion of

relatively small. locally owned businesses. many of these smaller agencies are exploring

these new options to expand operations and gain greater access to national marketing

campaigns. higher commissions and more sophisticated technologies.

Only a quarter of the travel agencies surveyed are completely unafTiliated with any other

travel agency, network or chain. The remaining three quarters are either owned by a larger

organization, are partnered with another travel agency or network, or work independently

under the license of a larger travel company. Most of the agencies surveyed agreed that one

needs to he afTiliated with a network or chain in order to remain competitive because these

associations provide much greater visibility, higher commissions and an image of stability.

One option for independent travel retailers is franchising which allows the travel agency

to benefit from a franchise organization's expertise, operating system and national

advertising (Coltman 1989,340). Another option is to join a travel agency association or

cooperative such as Club Voyages or ITP (Independent Travel Professionals). Members of

these cooperatives can benefit from higher commissions negotiated by the head office

through bulk buying approaches. Agencies also pay an annual membership flle to the head

office but not an ongoing royalty based on sales, as is the case with franchise agreements

(Coltman 1989, 340). With the continued growth of chain agencies, franchises and

cooperatives, the independent travel agency entrepreneur will find it more and more

difficult to survive financially.

The corporate travel sub-sector is characterized by a continued growth of large,

multinational companies. Four-fifths of corporate travel in Canada is handled by only 5

companies, therefore the threat to small independent corpornte travel agencies is very real

(interviews). Many of those surveyed doubt whether they cao survive in the future without

sorne kind of affiliation and have joined consortiums that concentrate on providing special

services and networking capabilities (Davidoff and Davidoff 1986,36). In the USA, the

number of agencies affiliated with associations specializing in corporate !ravel bas increased

to 20% in 1992 from ooly 13% in 1989. and 8% in 1987 (Travel Weekly Survay 1992.

116). In this survey over 70% of the business travel agencies were either part of a large

chain of travel agencies or had joined a corporate travel association.

Leisure-oriented consortia and cooperatives date back to the late 1%Os. Their major

function is to negotiate with travel suppliers for over-ride commissions based upon the

combined sales of member agencies. Among agencies primarily selling leisure travel, the
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percentage of consortium members in the USA has risen steadily from 36% in 1987 to 41%

today (Field 1992. 121). Of the 26 pleasure travel-oriented agencies surveyed (indudes

pleasure and both - see Table 6.1), 18 were either part of a larger chain or affiliated Wilh a

con30rtia. Higher commissions from suppliers, greater efficiencies in the office. and a

beller overall knowledge of travel are among the primary benefits agents say a dose

working relationship with other members of the sector can bring (Field 1992, 121).

A few agencies have opted to shan:: expenses with other local travel agents while

retaining their (·wn employees and independence. Most of these associations arc formed

because they allow sorne expansion of business without loss of control over advertising or

independence (Travel Agency Interviews). Of the few agents who have remained

completely independent, many claim that larger chains do not provide the high quality

service that one can get from a smaller, independent agency. They repeatedly state in the

interviews that the ability of an agency to give personalized service is far superior if one is

independent than part of a large chain or network, ln the long run, many felt that

personalized service will help an agency keep their clients and high quality service is

increasingly more importantto the competitiveness of a travel agency.

Travel agencies have formed their own mega-association. AcrA, the Alliance of

Canadian Travel Associations, is responsible for bringing travel retailers, wholesalers and

tour operators together. Sixty-eight percent of the travel agencies surveyed were members

of the local AcrA chapter. Their mandate is mainly to lobby for various changes within

the sector and local government. They are supposed to keep agencies abreast of trends and

events in the travel sector and to help develop the travel industry within the city economy.

Each province has its own chapter to deal with their specific problems,

6.6 Technology

Technology has become a significant factor in the business of retail trave!. While the

primary capital investment needed in a travel agency is a CRS system, many have

discovered that further investment in office automation and other client-oriented technology

can provide a needed competitive boast. Agents use information teehnology in the day-ta­

day planning and management of their operations, in fact, many suppliers of CRS now

provide software packages with office applications such as accounting, payroll, sales and

profitability analysis systems, as optional extras (Truitt et al. 1991,22). In the USA, 51%

of agency locations have automated accounting systems. This is a significant increase from

the 45% that did in 1989, and the 38% that did in 1987 (Travel Weekly 1992. 17).

ln my research 70% of the travel agencies were entirely automated. This means they

had personal computers that did the accounting and invoicing, automated telephone
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answcring. and kept memos. schcdules and up to date infonn1tion stored on computers.

Often these functions were integrated with the CRS. Many multinational travel companies.

likc AmeriLan Express. are also expanding their technology-related operations to provide

extra trave! related computer services to their clients. such as travel management systems

and expense report software.

One of the most recent advances in trave! agency operations is the Satellite Ticket

Printer (STP). An STP sits in an office of a corporation and. when activated by a travel

agent through a telephone line hook-up, prints out tickets in the office of the corporation.

This can eliminate the high costs of delivering tickets and eventually allow companies to

manage their own travel requests, eliminating the need for an outside travel agent (Co!tman

1989,338; Davidoff and Davidoff 1986, 36). A recent USA survey found that 13% of

agency locations already deliver tickets and issue boarding passes via a satellite ticket

printer (Travel Weekly 1992,46).

Also in use t<>day for the general public are airline ticket-dispensing machines accessed

by a credit card, these are located in banks, supermarkets, airports and other convenient

areas. It is Dot likely that automatic ticketing machines will initially take a large share of the

market because the system of routes and airfares would need to be simplified for the

average tourist who has limited time and interest in sorting through a great deal of

information to find what is desired. Furthermore, ticketing machines cannot offer

counselling and other services!hat are normally provided al a travel agency (Coltman 1989,

338; Davidoff and Davidoff 1986. 32).

Nevertheless, expert systems are being developed that will enable the prospective

traveller to provide sorne parameters of intended travel, and the computer then generates a

number of possible consumer products (Bruce 1987, 117; Urry 1990, SO). It is now

possible, through cable and satellite. for travel suppliers to by-pass agencies and sell

directiy to the consumer (Bennet 1988, 35). For example, customers with a

microcomputer and telephone modem can directiy access airline reservation systems

through computer data banks and networks. They are not only able to make their own

airline, hotel and car rentai reservation charged to a credit card, but a15O, given enough

advance notice, have the ticket sent to a home or business address (Coltrnan 1989,338).

The growt!l of CRS technology over the last decade has been rapid. In 1981 only 69%

of ail US agene,l locations had access to CRS, this rose to 90% in 1985. and now 96% of

ail agencies have access to a CRS (Travel Weekly 1992. 17). These numbers are presumed

to be slightly lower in Canada. In this survey only 5 travel agencies had no access to a

CRS (Table 6.5). They were ail independently owned operations. Two of these travel

agencies 50Id only travelto specifie destinations that were not yet fully available on these
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systems. and another was in the process of reinstating a system lhat \Vas temporarily cut to

save costs.

Table 6.5: Variations in CRS Use by Product and Ownership Type

Ownership Business Pleasure Both
CRS NO CRS CRS NO CRS CRS NO CRS

1ndependent 5 2 4
Chain 4 6 4
Network 2 1 3
Umbrella 1 1 1 2

The most common CRS in this survey was Sabre which was used by 57% of the travel

agencies, followed closely by the 40% who used Apollo. Apollo, owned by United

airlines, was linked to Gemini, the CRS that was formerly owned by Canadian Airlines and

Air Canada. Since these interviews were conducted, Canadian Airlines has successfully

pulled out of Gemini and has joined with American Airlines' Sabre system and as a result,

Gemini bas been dissolved. Air Canada has built a new CRS that will continue its link

with the Apollo system (Hallman 19943, 1994b).

Those working with Apollo chose it for its betler Canadian content, but many

complained about a range of glitches and said that it could be quite slow. One respondent

even jokingly referred to it as "appalled". The main advantage of Apollo, despite ail the

criticisms, is that it is less expensive then its Sabre counterpart. Sabre received higher

praise from its users and is referred to as a more complete and solid system. It is

considered to be more technologically sophisticated and represents more airlines. Its

biggest fault is its higher priee.

Ali agree that the advantages of CRS are numerous, regardless of the system in use.

Airline CRSs offer travel booking and information collection and dissemination capabilities

necessary to cope with the forecast growth in tourist movements. These systems are seen

as a definite advantage to the business as they allow information retrieval and transactions

to be completed almost instantaneously (Bennet 1993; wro 1990,21).

Despite the many benefits of CRS, there are also some disadvantages for travel agents.

The cost of these systems for small, independent travel agencies can he enormous. Though

the price varies among the systems, on average they cost approximately 5250-350 per

month for the rentai of one terminal including communication costs and maintenance. In

addition, there is a one-time installation charge per site that can ron into the thousands of
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dollars. Travel agencies can reduce these costs by booking a certain amount of tickets per

month. For example. Worldspan provides a 100% discount on the monthly rentai if at Icast

300 bookings are made on the tenninal. The size of tlle discount depends on the number of

bookings made. a minimum of 150 bookings must be rMde from each tenninal to receiv" a

minimum 25% discount (Sloane 1990. 12). Consequently, CRS may cost nothing for

sorne larger travel agencies but most small travel agencies would be unable to sell the

required amount of tickets to bring down the priee.

A further disadvantage concems bias. Travel agencies can nonnally aITord to join only

one system, which means that they sell products available only on the networks that system

is linked into. thereby limiting consumer choice (Bennet 1993,264). Furthennore, there

are problems with the supplie!'s placement on the screen. Most analysts estimate that 50%

of ail flight bookings are made from the first line of listings displayed while 75% come

from the first screen. This produces a 'bias' effect for those airlines, usually the host

airline of the system in use (Truitt et al. 1991,27; Bressand 1989, 54). Another difficulty

is the so-called 'halo' effect. This occurs when a travel agent books flights primarily with

the CRS's parent rather than those of competing air carriers because agents have more

confidence in the aceuracy and timeliness of the infonnation provided by the online carriers

(Truitt et al. 1991, 28).

6.7 Labour
6.7.1 Labour and technology

New technology has had a massive impact on the trave1 retai! sector during the last

decade. The question of how this will impact the need for employees, or even the very

existence of trave1 agencies, has been the source of sorne debate (McGovem 1994). Sorne

have argued that the effect of new techno10gy has been to reduce the customer:employee

ratio and to displace jobs from the individuai trave1 retai1ers to centralized booking centres

(Shaw and Williams 1994, 143). The respondents of Ibis survey were asked to discuss

their ideas conceming the impacts of technology on employees and the travel retai! sector

(Table 6.6).

Almast half (47%) of thase surveyed felt thattechnology is capable of elinùnating sorne

jobs in the travel retail sector. On the other band, 53% c1aimed that personal contact is still

an important element of such a service-oriented business and therefore, technology will not

quickly replace travel agency staff. Those that argue that technology has eliminated jobs

point to the computerisation of previously manual tasks, such as billing, ticketing, and

accounting, which has resulted in more efficient data hillldling and processing. This, in

tum, has reduced the requirement for staff and, hence, has lowered operating costs (wro
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1990. 14). Indeed.jobs have already been lost in the reservation and information oflices

of tour operators and carriers (Bruce 1987. 116).

Table 6.6: Technological Impact by Type of Travel Sold

Type ofTravel Elimination of Jobs Travel Agency Extinction
Yes No Yes No Impact Role

Only Change

Business 5 9 5 3 3 2
P1easure 8 3 2 6 0 2
Both 5 8 1 6 2 3

Total 18 20 8 15 5 7

Others felt that while technological systems have been able to reduce the need for

employees, especially in reservations, they have also created a lot of work in data and

systems analysis. One respondent said that his company was no longer considered a travel

agency but rather a travel management company because they not only provide travel

information and reservations, but also the latest in travel computer technology to assist their

clients in receiving the hest service possible. As a result, they have eliminated a lot of the

low skilled staff and created work for highly skilled specialists. Greater knowledge and an

ability to work easily with computers is now essential, along with greater sales ability and

high quality service skills. For example, the impact on the front-Iine staff will he less

quantitative than qualitative: technology will he used to enhance or substitute knowledge

skills by providing quick and easy access to infonnation (Mayhew 1987).

Almost half of those surveyed said they had not replaced any employees as a result of

new technologies (Table 6.6). People are still very much needed in order to operate the

technology, and research destinations and priees. As technology increases in sophistication

and so assumes more tasks, it enables staff to concentrate on providing a beUer personal

service because less of their time will he expended on routine administrative tasks (Bennet

1993,261; Bruce 1987, 117). As a result, employees will need less detailed memory of

travel facls and more selling skills to identify and satisfy a customers' real needs. As such,

the principal role of the travel agent will change from being a vendor of travel products

performing clerical tasks, to that of a consultant requiring greater knowledge and

communication skills.

With the extreme advances in computer technology and telecommunications over the

last couple of decades there bas been some discussion conceming the possible extinction of
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lravcl agencies (McGovem 1994). The argument is that LOnsumers could direclly access ail

lheir travel needs via personal computers. television and automated trave! machines in

department stores and phannacies. The most dramatic scenario is the elimination of travel

agencies in their present fonn from the chain of dis!. :bution. This survey revealed that

46% of respondents do not believe that technological advances wouId threaten their

existence but another 2.1% felt that it is most definitely a very real threat (Table 6.6). A

further 20% felt that it would impact the sector by changing its primary mie from a travel

retailer to a travel consultant, and thus, attract people seeking infonnation conceming

trave!.

Many of those surveyed did not feel threatened by the introduction of direct access

technologies hecause they do not provide ail the infonnation consumers desire on nights

and package tours. Most consumers need to consult with an 'expert' about certain areas,

they need to have someone provide them with infonnation and technology is not always

capable of oITering every option that is available. As long as the travel agent can oITer high

quality, comprehensive and personalized service, which cannot he provided by a home

computer, then the risk of revenue loss is reduced (Anderson 1988,34). New technology

is appropriate for those who know exactly what they want but if one is shopping around

then an agent is still important. While computers and automation make certain aspects l .

the business more efficient, they cannot solve ail problems and they especially cannot

replace persona! service (Feldman 1989, 69).

The survey revealed that business travel agencies feel the the most threatened by the

growth of direct access technology, with 38% c1aiming that corporate travel retailers will

eventually disappear (Table 6.6). Combine this with the 23% who feel thatthere will he

sorne kind of impact, and one finds that over 60% of business travel agents feel at least

somewhat threatened by technology. By way of comparison, only 20% of pleasure, and

25% of agencies providing for both business and pleasure, felt threatened by new

technology. This nnding is supported by the WTO (1990, 14) who state,

Travel suppliers will he increasingly able to target their products and
services directly at the corporate sector and may choose to reduce the
l'Ole and importance of the travel agent in facilitating travel bookings.

1t would seem that in the short term there will continue to he an important l'Ole for travel

agents in the travel distribution system, but only if they adapt to new technologies and

concentrate on their consultative skills. The long term future is less clear and highly

dependent on the ability of today's travel agent to take advantage of tomorrow's

opportunities.
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6.7.2 Other labollr isslIes

[n such a labour intensive industry where human knowl~dge and guidance is one of the

most important components of the service provided. tinding ways ta cut labour costs can

be difficult. A recent US survey found that in arder ta reduce costs. many tmvc\ agencies.

are using outside agents. changing staff from full-time to part-time. hiring only part-timers.

freezing salaries and laying off employees (Travel Weekly 1992. 116). My interviews

revealed a growing use of outside agents who work their own hours and are paid on a

commission basis. In total. there were 18 travel agencies that cmployed outside agents

(Table 6.7). Interestingly it is mostly the larger travel agencies that made use of outside

agents. Almost two-thirds of the large travel agencies had outside agems but less then half

of the medium and only a quarter of the small travel retailers had them (Table 6.7).

Table 6.7: Travel Agency Employment

# Employees 100% FT' <50% Frl >=50% Fr 1 Outside agents2

Small (5 and less) 5 4 2
Medium (6 to 10) 3 4 10 7
Large (II plus) 3 4 7 9

Total Il 8 21 18

iiiOiës:
1 - Full-Time
2 - Number of travel agencies that also employ sorne outside agents

Many respondents that had bath outside and full-time agents felt that having a mixture

was good for business. Often employees working on commission are more aggressive in

getting sales but are not as relaxed and accommodating to the client as those on a salary.

The proportion of outside agents employed by a travel agency often rellected the agency's

business pbilosophy. Those with a bigh proportion of outside agents were more concemed

with selling a bigh volume of travel products than those with very few outside agents who

were more concemed with the quality of service and reiaining repeat clients.

Travel agencies are heavily dominated by women. Sorne have argued that this is

because females are more likely to accept employmentthat is part-time and which allows

them to work their own hours, features that are chltJ'ltcteristic of travel agency employment

(Chadwick 1992). In tbis survey 87% of the travel agencies employed a majority of female

workers. Unfortunately, this is also an sector plagued by long hours, low pay and little

recognition. It was aptly termed a "pink collar ghetto" by one female travel manager
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because of the high proportion of women found in the lower paying positions. While

women most definitely dominate the lower ranks of the travel agency sector. they also seem

10 be successfully infiltrating the upper management and ownership ranks. In this survey

21 respondents were female mangers or owners and 19 were men. This is in contrast to

the hotel sector. where women were under-represented among ewners and general

managers. This discrepancy is probably based on the fact that travel agencies are much

more abundant and they tend to he much smaller operations than hotels. Iherefore women

are more easily able to infiltrate the upper levels of travel agency management.

6.8 Summary
Travel agencies have gone through immense changes and developments over the last

two decades. During the 1980s. the sector experienced a period of consolidation which

brought about a fiurry of consortia and acquisitions that were meant to increase an agency's

negotiating power. consolidate corporate accounts and allow easier access to information

systems and CRS. As a result, !ravel agencies. like hotels. bave felt increasing pressures

that are brought about by nelV ievels of compe~itionand changing consumer demand. To

respond. many travel agencies have restructured their operations in order to remain

competitive. Larger chains have altered their operations by Ilroviding new services. or by

purchasing existing travel agencies to exp'ind their operations and cater to a new market.

At the same lime. there has been a continuai growth in small. specialized travel agencies

that cater their services to a specific region. client or travel product. Indications are that

mid-sized agencies (with sales volumes of $1-5 million) will surfer the most. This is

supported by a US survey that found that the number of travel agencies with revenues of

$1-5 nùllion have declined 5% since 1989 (Table 63). Consequently, it is the medium and

small sized. unaffiliated travel agencies that sell mostly general travel, that seem to he

facing the mast uncertain future.

ln order for corporate travel agencies to survive. companies must he on the leading

edge of technological developments and he able to exploit them as quickly as possible. In

the pleasure travel sector there will he growth of more specialized !ravel and in order to

remain competitive, companies must adapt some kind of travel niche or be prepared to Iink

up with a network.

Ali !ravel agencies, regardless of ownership type or travel product sold, are demanding

greater skills of their employees. General agreement exists that travel agents need to

concentrate more than ever hefore on being good business managers, effective sales

people. and expert travel advisers (Kendall and Booms 1989, 29). It is also understood

that with the growth of technology providing casier direct access to the consumer. there
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will likely be sorne job loss and fewer travel agencies overail. Of thase lravcl agencil's that

remain. there may be a shift in the role of travel agent towards greater consulting skills

(Sorbelli 1987.345: Bitner and Booms 1982).

Many of the organisational responses pursued by travel agencies. are typical of those

discussed in the context of post-Fordist debates. The increasing use of alliances. the

continuing concentration of ownership. along with a growing number of small. specialized

travel retail companies. are characteristic of an sector in the proccss of restructuring.

Furthermore. technology has radically altered the modu.~ operandi of most travel agencies.

allowing for more efficient and comprehensive service to their customers. Il is still

debatable whether technology has eliminated many jobs in the sector. but it has certainly

allowed the industry to grow without the concomitant increase in labour demand (as one

finds in the hotel sector). Finally. the increasing use of outside agents is certainly

indicative of a more flexible use of labour. It allows an agency to increase their business

input which permits the firm to build a reputation with a supplier and increase their overall

commissions, without incurring li salary expense. As a result, it seems that many of the

core themes of post-Fordist theories appear to have sorne applicability to the study of

changes in the travel agency sector.

111



•

•

CHAPTER 7
CONCLUSIONS

This chapter begins by outlining the major ftndings of the research. 1 review the main

competitive pressures affecting the MOIl\real hotet and travel agency industries and then

focus on the key areas of corporate restructuring that Jave been addressed throughout the

thesis: organizational structure, the adoption of new technologies. and shifts in labour use.

1also tum my attention 10 an important issue that has been raised in earlier chapters • the

role of govemment in assistinf, tourism product development and promotion. In each of

these cases 1draw a range of conclusions regarding the ability of post-Fordist theories to

explain and predictthe changes that have been occurring. This, in tum, allows me to make

sorne broader comments about the possibility of adopting post-Fordist frameworks as the

basis for a more service·informed approach to understanding economic change. 1 then

focus on sorne of the implications of the findings for govemment policy and suggest sorne

areas where further research is required to improve our understanding of tourism change.

The final section of the chapter presents sorne general thoughts about the broader

implications of these findings for the study of services, and concludes with a brief

discussion of sorne of significant theoretical implications raised by the research.

7.1 Summary of major findings

7.1.1 The competitive environment
Levels of competition have been intensifying in recent years, causing both hotets and

travel agencies to adopt new competitive strategies. Since the late 1980s, hotels in

Montreal bave been dealing with severe recessionary pressures and an increasing supply of

hotels in Montreal. Competition among travel agencies bas intensified due to an onslaught

of travel agency consolidations during the late 19805. combined with the emergence of

many new entrants to the travel retail sector.

Since tourism was created to serve people's leisure desires, its various sectors are

greatly affected by shifts in consumer demand. Numerous factors bave been suggested as

contributing to the development of a 'new' tourist including demographic and social

changes. economic variations and technological developments (Bentley 1991). Almost ail

the hotels and travel agencies surveyed noted a cbange in consumer demand: primarily

manifest in the increased desire for better value and quality in travel products.

This research found that consumer demand is cbanging. There is a greater variety of

travel products and new types of travel bave evolved tbat cater to tbis new demand. In

addition. hotels have put a greater emphasis on bigh quality service by offering ail kinds of
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e~tras (cg. flowers in room. moming newspaper under door. billing in room) and options

(cg. e~ecutive floors. 'clubs' that provide free llleais and lonnge. freqnent gnest prograllls)

to the more discerning consumer.

Changing lourist demand has also helped to bring about 'new' types of tonrism. The

emergence of specialized trave! agencies and hotels in recent years arc a retlection of Ihis

trend. An important question is whether these 'new' fornls of tourism arc replacing older.

mass-oriented travel products and suppliers. '1'0 assume that there is a straight shi ft l'rom

mass tourism to 'new' fonns of tourism is too simplistic. In fact, it seems that the tourism

industry is becoming more and more complex. incorporating a broader variety of travel

options. For example, mass tourism remains a thriving and essential component of the

tourism industry, while at the same time, new fonns of tourism, such as eco-tourism and

culturaltravel, have evolved as a result of changes in demand.

New tourist demands are likely to complement rather than replace many
of the weil established existing patterns, such as mass tourism... In the
future. the overall market for tourism will not only be larger, it will also
be more complex and competitive (Pearce 1989,292).

Hotels and traveI agencies were greatly affected by the recent recession as many

consumers Iimited their spending habits, especially on IUllury items such as travel.

Furthennore, both sectors have ellpanded rapidly over the last two decades, greatly

increasing the supply of hotels and travel agencies throughout Montreal. These

developments coincide weil with post-Fordist theories that identify increasing levels of

competition as one of the most significant pressures causing finns to restructure thei r

operations.

As a result, it would seem that theories of post-Fordism are generally appropriate in

explaining why the tourism industry is restrncturing, but they do not go far enough in

understanding many of the complexities that still ellist in the tourism induslry. For

instance, mass tourism remains a viable and profitable fonn of travel in a restructured

tourism environment (Shaw and Williams 1994; Urry 1990; WTO 1990). Tt.is does not

coincide with post-Fordist theories which indicate that mass fonns of production and

consumption have gradually been succeeded by f1eltible production systems that cater 10 a

more discriminating consumer. Another important theoretical discrepancy revealed by the

research is the prirnary change in consumer demand as eltperienced by the surveyed hotels

and travel agencies. While most agreed that consumer demand had shifted, the majority

perceived the change as a desire for better value, a kind of demand rarely addressed in post­

Fordist theories. While issues of value are not disregarded by post-Fordistlheories, they

do stress that firms no longer rely on price as their only source of competitive advantage,
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yet price remains a vcry important factor among tourists in Montreal. Consequently. the

increased consumer emphasis on value and the continued strength of mass tourism in a

'new' competitive environment indicates that the reasons for tourism restructuring are more

complex than post-Fordist theories would suggest.

7.1.2 Industry organi:ation

The changing competitive environment of tourism is affecting large and small firms

differently. Strategies of segmentation, networking, consolidation and specialization are

occurring among tourism firms of ail sizes - creating a complex mixture of organizational

responses. The 1980s saw an incredible growth in the supply of hotel rooms and travel

agencies in Montreal, mostly due to consolidations and new compelitors. However, the

19905 has seen many large firms attempting to downsize their operations through staff

reductions and the shedding of non-profitable branches. As a result, expansion capabilities

became limited by a firm's financial resources. More recently, large firms have been

applying alternative organizational strategies, such as networking and segmentation

strategies, in order ''l expand and diversify their operations without incurring high costs or

unnecessary risks.

As an alternative to consolidation, many large tourism firms that want to expand their

operations without increasing their costs have turned to ',arge scale strategie alliances.

These are especially prevalent among large hotel and travel agency companies who Iink

with other travel and non-travel firms to gain access to various promotions, such as

frequent llyer programs. The nature of tourism almost forces such links to take place as

companies often have to work together to provide a complete travel product It is Iikely that

such links will continue to grow and become more integrated and cornplex. New types of

affiliations are being created ail the time producing an increasingly integrated tourism

industry.

Large firms are also segmenting their products in order to cater to (and stimulate) the

diversity of consumer tastes. lnitially. specialized travel companies were mostly ."ade up

of small, independent firms. Recently, Iike manufacturing sectors, larger tourism

companies have increased their focus on competing in this market (Urry 1990).

Segmentation is particularly prevalent among large, multinational hotels. many of which

now offer various types of accommodations that provide different levels of comfort. This

strategy effectively diversifies their product. enabling them to please a variety of consumer

tastes and incomes. Large travel agencies have begun to specialize within the firm. They

have set up individual departments that specialize in different types of travel. When a client

requests a particular type of vacation. they are simply transferred to the 'expert' group.
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This is done easily through the sophistication of CRS which provides a\most ail the

required information. These tourism tïml strategies have primarily benelïlted large

companies. and this. in lUm. has put increased pressure on smaller tïmls to lind new ways

to compete in the global tourism environmenI.

There is no doubt that small capital continues to be of enduring signitïcance in the

tourism industry. especially among hotels and travel agencies that are heavily dominated

by small, independent entrepreneurs. Since the late 19805, howcver, integration (both

vertical and horizontal) and consolidation of tourism companics has becn the most prevalcnt

new fOffil of organisational structure. With the growing concentration of large hole\ and

travel agency companies, many of the smaller tïffilS have begun to look for new ways to

increase their competitive advantage. Smaller tïffilS may have an advantage in the new

competitive environment because they are considered to be more flexible, but they face

encroaching larger tïffilS that are becoming more flexible because they have the means to

access sophisticated technologies and fOffil strategie alliances. Hence, smaller tïffil3 need

to find new ways to compete. Many of them have found success by specializing in market

niches not addressed by larger companies, and by relying heavily on strategie alliances to

bolster their presence in the market place.

Many smaller, especially independent, hotels and travel agencies have begun

specializing in specifie c1ientele or travel 'products'. Many small hotels label themselves as

'inns' or 'bed and breakfasts' to entice the interests of particular market segments, while

many smaller travel agencies have specialized in market niches not yet widely developed by

their larger counterparts. Small tourism companies are also relying on various types of

networks and alliances to gain access to broader markets, new technologies and advertising

opportunities (Ahem 1993; Dev and Klein 1993; Poon 1990). In both the hotel and travel

agency sectors, alliances havI' been fOffiled to provide access to CRS systems and for

promotional purposes. These affiliations have become so important that many of the

managers in this research viewed this strategy as one of the only ways that small and/or

independent fiffilS could continue to successfully compete.

The concept of consortia, designed to assist small producers bas become
very important in tourism.....Networks of shared costs, resources and
infoffilation will help small hotels to alleviate sorne of the constraints of
small size and enable them to obtain the benefits of scale economies
(Poon 1990, 119).

Firms of all sizes in both the hotel and travel agency sectors have merged or fOffiled

networks and alliances in order to remain competitive. There has alsa been increased

specialization, especially among smaller fiffilS, but with the advent of sophisticated
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tcchnology larger companics are also able to provide many of these specializcd products.

As a result of these tcndencies, a hollowing out of both the hotel and travel agency sectors

is occurring. lt seems certain that large and small Iirrns will continue to grow through

various alliances and segmentation strategies. It is the mid-size, mostly independent

companics that will likely Iind it more diflicult to compete because they cannot afford

sophisticated technology, nor can they risk specializing in a single market or product.

Post-Fordist theories are, to sorne degree, useful in helping to understand the changes

in the organisational structure of these tourism sectors. Clearly the thesis Iindings do not

support the early tlexible specialization assertions that small Iirrns dominate the new

competitive environment. Instead, the emerging competitive tourism environment retlects

those organizational structures that have been described more recently by commentators

who argue that there is an increasing role for both small, specialized Iirms and large

companies - with the latter remaining an important feature of the 'tlexible' economic

environment (see for example Martinelli and Schoenberger,l992 and Milne 1993).

The role of both small and large Iirms in the restructured competitive environment has

been addressed by many, but few post-Fordist theorists have discussed the theme of

industry hollowing that is characterizing the new tourism environment. In fact, post­

Fordist theories do not appear to adequately address the different levels of organizational

complexity identified in this research. While there has becn an increase in both nelWorking

and segmentation, large and small firms are implementing these strategies in different ways

and for different reasons.

7.1.3 New technologies
The most significant new technology discussed in tbis study is CRS wbich bas had an

impact on every aspect of the tourism industry. It is now an integral part of the travel

agency sector, where it has been able to increase the efficiency and productivity of travel

agents. CRS has even been described as having revolutionized the travel agency sector

because it has been effective in reducing staff needs and changing skill requirements.

While fears of technology replacement are abundant among travel agencies, there is a

general feeling that it would never replace the counseling feature of travel agents. As a

result, a greater concentration on personal service is a key feature in future travel agency

development. CRS has also become a signifiesnt competitive tool for the hotel sector,

helping firms target specific clientele and maxirnize occupancy rates.

Both sectors have also becn intluenced by other technological advances. From office

operations software (accounting, yield management, payroll, etc...) and interactive

televisions to satellite ticket printers, these tourism sectors are becoming increasingly
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technologically sophisticated. allowing those firms who can afford these new technologies

to gain an important source of competitive advantage. While there is no denying the

benefits of these new technologies. especially CRS. they have a1so had an impact on labour

needs. While sorne jobs have been created by them. such as computer programmers and

technical experts who build these systems and train others to use them. others have been

displaced. Where job loss has occurred. it has primarily affected back-office functions.

Among the surveyed hotels. smaller operalors do not feel it is necessary to computerize

their operations. while most larger hotels rely on computerized systems for almost alllheir

day to day transactions. As a result. teehnology related job 105S is insignifieant for most

small hotels while most larger hOlels have effectively replaeed sorne employees. especially

those performing baek-offiee funetions. Technology seems to be less of a threat for front­

\ine staff as it is used mainiy as an adjunet to their principal duties of dealillg with

eustomers.

What is i:nportant to note is that both the hotel and travel ageney seetors provide

produets in whieh personal service is an essential element. It is generally understood that

eomputers eould never eompletely replace the human touch. Recently, many hotel and

travel agencies have focused on providing high quality service as a source of competitive

advantage. Rather than regarding technology as a means of replacing employees, many

tourism firms are instead using technology to enhanee worker productivity (particularly in

front-office situations). Technology can therefore he regarded as a resource that supports

the functions of front-\ine tourism employees and allows them 10 have more time to focus

on individual service.

ln the tourism industry. new technology and personal service do not have to be

mutually exclusive since technology can he used to enhance the quality of personal service.

However, sorne new technology is also used as a cost-cutting source of competitive

advantage to eliminate employees, mostly those working at back-office functions. such as

night auditors. whose tasks are highly routine and do not require them to come in contact

with the customer. Overall. there has been sorne job loss due to new technologies in boUI

tourism sectors but they are relatively few when compared to manufacturine.

New technology investment bas been significant in the tourism industry. but it has not

yet resulted in the productivity illCreases lhat have characterized the rnanufacturing sector in

recent decades (Wood 1991a). In many manufacturing firms technology effectively

substituted labour and significantly increased the efficiency of production. It is too difficult

to make the same conclusions about the hotel and travel agency sectors because their

technological needs are highly diverse. and therefore. impacts of tec:hnology vary according
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to the degree of personal contact required in ajob. the size of the company. the amount of

routine work. the effectiveness of the technology. and so on.

Many of the new technologies. especially CRS. can certainly be considered 'flexible'.

For example. CRS enables the development of 'flexible packages'. which are customized

tour packages devised by the consumer. without any serious cost drawbacks or time­

consuming research. Furthermore. technology does appear to be leading to new skill

requirements and can alter job boundaries or the degree of job flexibility to sorne extent.

For example. a travel agent currently seeking employment must possess computer

knowledgl" of mast CRS systems and be certified by a credible travel agency school.

There are many areas of discrepancy between the actual use of technology in hotels and

travel agencies and how theories of post-Fordism view the role of technology in a

restructured environment. Generally, among manufacturing firms, technology is used as a

means of replacing blue-collar workers and this has resulted in increased levels of

productivity. The workers that remain often require higher levels of skill in order to

manipulate and maintain the new technology. Among hotels and travel agencies the wide

use of computer technology is relatively recent, with many smaller hotels yet to adopt

computers. Among those companies that have invested in new technologies there seems to

be two sets of impacts. The first affects front-Iine workers who use technology as a means

of providing a higher quality of service. So far there has been IittIe job loss but staff is

required to possess computer skills. The other set of impacts affects back-office workers

whose duties are more routine and require Iittle client contact, therefore they can be more

easily replaced by computer technology. Among those back-office workers that remain

(eg. chambermaids, cooks) the level ofskill required remains relatively unchanged. These

findings show the complexity of the impacts that technology can have on tourism labour

and reveals sorne of the limitations of applying post-Fordist theories to the study of tourism

restructuring.

A further discrepancy is found when discussing levels of productivity. Technology bas

been effective in increasing levels of productivity among travel agencies as CRS allows

them to process transactions much more quickly than in the pasto However. productivity

among hotels has not increased in relation to the amount of technological investment

primarily because personal service remains an important part of a successfuI hotel business.

As a result. theories of post-Fordism are not entirely applicable in understanding the

technological impact on these tourism sectors because they do not take into account the

great diversity of technological applications that are used, and the importance of humans in

maintaining an efficient and productive service.
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7.1.4 Labour iSSIles

Numerieal flexibility is the most widely used flexible labour strategy in both the hotel

and travel ageney seetors. Part-time workers are an integral clement of both sectors due to

fluctuations in demand that require varying the number of employees. Hotels also use

many temporary workers, espeeially during the summer months, to handie the inereased

seasonality of demand. These numerieally flexible jobs are often eonsidered low-skilled

and low paying beeause they are theorized to support the more important funetions of the

eore employees (Guerrier and Loekwood 1990). Yet in these two seetors, temporary

employees often have high level skills, and many part-time workers have firm-specific

skills and are employed on a permanent basis. In fact, these jobs are often as weil paid and

respected as their full-time eounterparts. White numerically flexible workers are a new

labour strategy for manufacturing industries. they have been an important component of

hotel and travel agency sectors for decades.

Functional flexibility is not as widespread in the hotel seetor as numerical flexibility.

Functional flexibility is fairly standard among smaller hotels where fewer people are

employed, and therefore more tasks are handled by each of the workers. Il is among the

larger hotels that functional flexibility is rare because there is a tendency to departmentalize

the staff which makes it difficull to cross train employees. Travet agents, on the other

hand, are required to perform a multitude of tasb that make up most functions of a travel

agency because most agencies operate with very few employees. Increases in the use of

functionally flexible labour techniques have not becn apparent in these tourism seclors, nor

is it Iikely to grow in the near future.

Theories of post-Fordism are, therefore, largely inadequate when discussing issues

related to employment change in the hotel and travel agency sectors. The practices on

which these 'flexible' theories are based were tirst used in tourism because of its highly

seasonal nature and ils need for employees to always he available. White there is no doubt

about the broad use of numerical flexibility, functional flexibility is less apparent, especially

among large hotels that function with a high degree of departmentaiization. Travel agencies

and small hotels, on the other hand, have always used some form of functional flexibilily,

hecause such strategies are more useful in maintaining the smooth running of these

companies. To simply argue that levels of labour flexibility are increasing as a means of

lowering company COSIs is erroneous and disregards the historical use of these labour

strategies, and their greater applicability to the job demands of sorne forms of tourism

labour. Furthermore, one could even argue that manufacturing industries have followed

the lead of services, and borrowed ideas of 'new' flexible labour strategies from service

industries, like tourism.
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Both the hotel and travel agency sectors are heavily dominated by women. especially

among the lower-skilled. numerically 'flexible' positions. creating a "pink-collar ghetto".

Very few women have been able to penetrate the upper management ranks of the hotel

sector. leading one to believe that there is a "glass ceiling" preventing their promotion. In

contrast, women working in the travel agency sector have been relatively successful at

infiltrating upper management ranks of travel agency companies. Despite the high

percentage of women working in these tourism sectors. they are often under-represented at

the level of management. especially among hotels. Women are numerous among small

hotel owners and managers, but their numbers diminish drastically as hotel size increases.

Travel agencies seem to be more accepting of female managers perhaps because the sector

rapidly expanded at a time when women were already firmly entrenched in the business.

allowing women to enter into the first wave of management recruits. Hotels, on the other

hand. have existed for centuries, creating a well-established 'boys club' that subtly

discourages women from trying to enter into their ranks.

Theories of post-Fordism have paid little attention to issues of gender, yet sorne critics

(McDoweli 1991 and 19910; Christopherson 1989) have pointed out that it is often women

whc. are occupying many of the newly created, low-paying, numerically flexible jobs that

have replaced the full-time, well-paid, male-dominated manufacturingjobs. As tourism has

always used flexible labour strategies, it is not surprising that it is dominated by female

employees.

The research also found, mostly among large hotel firms, a significant decrease in

levels of middle management. The need to bring upper management closer to the customer

and reduce labour costs, as weil as the technological takeover of a number of middle

management tasks, are sorne of the reasons that middle management has been reduced in

recent years. Il seems tbat these jobs are gone for good, and has resulted in changes in the

functions and responsibilities of the remaining management personne\. A signific.ant

prcblem with theories of post-Fordism is their lack of attention to changes at the level of

management. They are explicit about the displacement and changes in blue-collar work but

neglect to address shifts in management. This is a general weakness in the overall theory,

as these changes have taken place not only in tourism services but among primary and

secondary industries as well. Thus, discussion of flexible labour strategies need to be

broadened to incorporate changes at the level of management.

A further issue that has not been addressed by theories of post-Fordism is the use of

c,:msumer labour. Consumer labour is a labour slrategy !hat is especially important among

ho:els who have reduced the workload of many staff members by substituting paid labour

with the customers own labour (Wood 1992). Post-Fordist theories have not addressed
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issues of self-servicing or consumer labour as they are not an important clement of

manufacturing production. This is more of a service-related charncteristic' as it relies on lhe

consumer to help in the production of the service 'product'. As a result. issues relating to

the use of consumer labour will need to be addressed when attempting to understand the

restructuring of some services.

Hotels and travel agencies are characterized by a diversity of jobs with very different

skills and functions. As such it is difficult to draw general conclusions based on post­

Fordist theories. especially since many important labour issues have not been adequalely

addressed. Manufacturing is. in sorne ways. simpler as issues of productivity are relatively

straightforward. Productivity among services. such as hotels and travel agencies. cannat

be measured in the same way since the quality and degree of personal contact in the service

provided can be an integral faclor in the service output. Once again, the reality of the

tourism labour situation is much more campiex than the labour issues described by the

manufacturing based post-Fordist theories. Il would be dangerous to assume that posl­

Fordist theories can adequately explain any of the described issues as they relaie ta these

tourism services. Major modification and awareness of local circumstances are needed if

there is to be any possibility of using these theories as a framework for understanding

lourism change.

7.2 The roI'!! or government

The role of govemment in the restruclured economic environmenl is an issue Ihat is

addressed ly post-Fordist theories but it has nol received as much theoretical scrutiny as

other aspects of post-Fordist debates. As mentioned in previous chapters Iwo similar areas

of debate have emerged conceming the role of govemment. Bolh argue Ihat national

govemments have withdrawn much of their support and prolection of many industries

(Tickell and Peck 1992). They differ in that one claims that private interests are left 10 fend

for themselves in the 'new' political e.::onomy (Scott 1988). while the other expands on this

and adds that local and regional govemments are taking on many of the responsibilities

previously performed by national govemments (Hirst and Zeitlin 1991).

Successful tourist regions are often characterized by a cooperative local govemment Ihat

plays a significant role in the c.Ievelopment of the tourism industry (OECO 1993; Mullins

\990). Rather than withdrawing their support in tourism development. local govemments

have become more interested in its well-being by in;:reasing their involvement in promolion

and strategic support. Poon (\990). in her analysis of Caribbean tourism and its shift

towards a 'new' tourism environment, calls for greater govemment involvement in tourism

promotion and development in order to increase the region's overall competitiveness. She
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argues thallhe crealion of a regional reservation syslem lhallaps inlo global CRS through

lhe laIesI technologies ca,] only he buill wilh lhe guidance of govemment support and

involvement. In the 'new' tourism industry. there will continue to be a major role for

govemment in tourism development and. in facto public involvement seems to he growing.

For example. both the Montreal and Quebec govemments are still increasing their

investment in the Montreal tourism industry despite. or perhaps hecause of. a slowdown in

tourism arrivais. They are actively involved with city hotels and attractions in designing

and distributing promolional brochures and coupons 10 encourage visilors 10 come to

Monlreal. and they have participaled in the development of a regional reservation syslem.

Reservations Quebec (see below). They have also encouraged the development of many

new attractions designed 10 boost the overall image of the city and. at the same time. makes

the city attractive 10 new businesses. In facto it seems that govemments are much more

likely to continue supporting an ailing lourism industry than a troubled manufaclUring lino

because their investment in local tourism infrastructure and promotion is also a way of

stimulating and attracting other businesses to invest in the region (Ashworth and Tunbridge

1990).

The recent actions of local govemments would support the latter post-Fordist argument

that the intervention of local governments has increased in the new competitive

environment. Complications arise when it is found that national govemments are also still

quite involved in the promotion and preservation aspects of the tourism industry. Through

international marketing campaigns and parka or heritage conservation efforts. the federal

govemment remains an integral pkyer in the 'new' tourism environment. Consequently.

more research is still needed to belter comprehend the emerging post-Fordist mode of

regulation, and what l'Ole each level of govemment bas in a restruclUred tourism industry.

7.2.1 Poliq and planning
Govemment participation in the competitive efforts of an urban tourism destination is

essential in order to maintain a healthy tourism industry. and an attractive location for new

investment interest and opportunities. In a changing economic environment. govemments

can with the help of the private sector build a more competitive urban tourism industry if

they are aware of sorne of the emerging impacts of restructuring on local firms and labour.

By creating policics !hat will assist those who will suffer the most in a highly competitive

tourism environment. they cao only help in strengthening the overall competitiveness of the

urban tourism produet. Impacts of tourism restructuring on urban economies that need to

be addressed involve: problems of smalilocally-owned firms; local labour market issues;

and the increased need for research and development.
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A - Problemç Ji" JnU/II. lowl firms

Small and mid-sized. locally-owned !inns face the most uncertain future due to the

prevalence of networking and segmentation strategies that are successfully adopted by their

larger competitors. Most of these finns are aware of the need to expand their marketing

efforts but are unable to accumulate enough funds and expertise to even aUempt a local joint

venture. Sorne possible policy ideas that may help such finns include establishing network

development workshops that provide a forum in which infonnation and possible

partnerships of local finns can he fonned. These networks wouId allow those seeking

such a competitive strategy to join with other finns expressing similar interests so that they

may share resources and increase their market share without substantially increasing their

costs. Furthermore, local govemments should organize research relating to alliance

formation, determine why such ventures fonn and what makes them successful. Such

research would not only henefit tourism firms, but can he useful for other industries that

are in nccd of new options to increase their competitiveness.

Another policy option would he the promotion of 'flexible' tour packages that highlight

locally-owned hotels and attractions, or at least provide an option that includes such

establishments. Currently, most 'flexible' packages primarily involve large hotels that can

afford to integrate and promote themsclves through global CRS. If the govemment can

help provide a local reservation system offering similar tour packages that highlight the

local charm and personality of smaller firms, thesc local enterprises would then be exposcd

to a mueh broader market than they would have bccn able to achieve on their own.

The problems of smaller locally-owned firms and their neccl to remain competitive are

important to address becausc they are an esscntial component of a successful urban

economy. Unfortunately, most locally owned, smaller tourism enterpriscs do not have the

resources to market their product broadly. With the increased use of global CRS, tbis issue

is becoming more serious becausc those firms that are under-represented in lerms of

ownership or participation in thesc systems face problems tapping into the global travel

market. Furthermore, if thesc smaller, local firms (who usuatly make up the bulk of the

urban tourism industry) cannot tap into these markets, then the region in which they are

located will aIso suffer from a lack of global represcntation. As a result, there is a nccd to

coordinate tourism information, and therefore collaboration must go beyond firms, and be

elltended to urban areas and regions (Poon 1990, 119).

To compete with large global distribution systems many regions have created

destination databascs (DDs) that provide rescrvation information through a 1-800 number.

Most small and mid-sized, loca1ly-owned companies cannot afford to join privately-run

global CRS, and thesc systems provide an alternative for regions and their local
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cntcrprises. Many provinces across Canada, and rcgions around the world. now operate

such DD systems which are usually set up by, or in collaboration with. a local or regional

govcmment agency.

An example of such a system is Reservations Quebec (RQ - recently collapsed) which

provided a central database for ail Quebec tourism-related establishments, including the

small and independent firms who would not otherwise have had the resources to be

represented on a commercial global reservation system. RQ was created and operated by a

group of private investors in collaboration with the govemment agency, Tourisme Quebec.

Using a 1-800 number, interested parties wouId cali and make reservations with one of

hundreds of Quebec tourism-related companies. For a $10 charge, RQ would make the

booking, and in retum give a 10% commission on the sale (Heinrich 1994a). Tourism­

related establishments paid no subscribers' fees such as those required by commercial

eRSs, but were instead charged only when a reservation was made.

But such systems also have many problems that are weil demonstrated by the

difficulties of RQ, Many larger hotels were not fully supportive of the system because it

was partially subsidized by public funds and allowed smaller competitors to obtain wider

market exposure that they would otherwise he unable to achieve. Furthermore, many travel

agencies who specialized in incoming tourists fell threatened since the reservation system

created a monopoly on ail local reservations, and was the sole referral of the Quebec

tourism information bureau. The travel agents association (AcrA) was able to delay the

commencement of Reservations Quehec by eight months, causing it to lose an entire high

season of operations and sorne important overseas clients. This is thought to he the leading

cause of the early demise of the system in March of 1994, after only 15 months of

operation.

While RQ no longer exists, the pressure to create a replacement system will grow, The

tourism industry relies on the small, independent companies which need to he more widely

represented through a central database that can he accessed by the general public. This is

one ofthe only ways that small and mid-sized, independent travel companies can continue

to compete with their larger intemationally owned competitors. Such a system must he set

up by. or in close collaboration with. regional or local govemments to ensure a fair and

even representation of tourism companies. As more people gain confidence and knowledge

of computer technology, thase areas who have built effective DDs will gain a competitive

advantage in the highly technologica1ly competitive tourism environrnent of the future.
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B - Lahollr lIIurkl!/ i.\SlIl!s

The bulk of tOlirism jobs are characterized as low ski lied and low paying. In contrast.

Olany of the new jobs created by the increased use of new technologies ..eqllire new

technical skills of tourism personnel. The existence of only one or two adeqllate tOlirism

training facilities in Montreal was often expressed. by those sllrveyed. as a significant

probiem for the future provision of trained employees. New eOlploYOlent created by a

restroctured tourism industry will likely be a combination of low-skilled. low-paying jobs

which will Olake up the bulk of new eOlploYOlent. and some more highly skilled

technologically oriented jobs that would require the development of sorne appropriate

training facilities. Depending on the level of skill available among the segment of the

population seeking employment, this bi-polar nature of future tourism jobs can be either

benelicial or problematic for the economic development of the city. '_n important tourism

labour issue is.

whether the sort of employment primarily generated encourages the
maintenance of a pool of disadvantaged and eltp!ùited labour,
distinguished by income. race or gender. or is a welcome employment
opportunity. often the only realistic option for such groups. especially in
the inner-city (Ashworth and Tunbridge 1990. 256).

Tourism will likely continue to provide jobs. but at a lower rate than in the past. In

facto in sorne countries. such as the UK. tourist-related employment has been growing at

less than the national average rate. not only in declining coastal resorts, but also in most

urban areas (Townsend 199\, 315; 1992). It could he argued that part of the slowdown in

tourism employment growth stems from the ability of new technologies to effectively

handle increases in tourism business. and therefore reduce the need for new employees.

Back-office functions that require liUle contact with consumers, and jobs that involve

highly routine tasks that can he easily automated. will suffer the greatest impacts. In

addition. new technical and social skills will he required of employees as they must he able

to manipulate computers, he weil informed about the p:'Oduct they represent, and he able to

effectively sell a travel product. Advances in computer technology have also had a

considerable impact on the daily operations of travel agencies. As a result. the travel

agency sector faces potential elimination from the tourism system, replaced by home

computers and interactive televisions. However. it seems that this outcome is unlikely as

many travel agencies have perceived these changes and are adjusting their primary roles

within the travel distribution system. The future travel agent will he less concemed with

selling volume. and will focus instead on counselling and providing information. Some

agents even discussed eventually charging a fee for their services.
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Il is certain that Ihere will be sorne job loss during the restructuring of the trnvel agency

sector as travel companies and destinations take advantage of new methods of technology

to promote and sell their travel products. A government policy clevelopment Ihat might

lessen the impact of job 1055 would be to invest in retraining strategies for existing travel

agents. Current travel agent training facilities concentrate mainly on developing CRS and

computer ski Ils. neglecling future travel agency needs. A travel agent will need to be well­

informed about travel destinations and options available and how to quickly find out about

lhem. Furthermore. with increased levels of competition. there will he an increased need

for better marketing and selling skills. What is needed then is a training facility that focuses

on consultative. communication and sales ski115, not only technical skills. as this would

better prepare travel agents for future changes.

Since tourism is such a labour intensive industry. it is important for local govemments

to understand how the dynamics of restructuring could impact on :abour needs and

requirements. Further research in this area would he beneficial as mallY questions remain

which, if left unanswered, may have important consequences for local tourism

development. For example, many areas have long relied on tourism as a source of j~b

growth but does tbis continue to he a realistic e~.pectation? Furthermore, the types of jobs

created by tourism are not always those desired by the local population, therefore it is

important to understand what types of jobs are generated, what skills these jobs require,

and whether they are well-paying full-time jobs or mostly low-paying contract jobs and

shift work.

C - Research and deve/opmenl
Probably one of the most important policy actions local government can take is to

increase its knowledge of the local tourism industry and its performance by funding

research that seeks to uoderstand the dyoamics of tourism restructuring and its impacts on

the urban economy. Since tourism is a vast and diverse iodustry and this work could only

relate the findings of the restructuring process taking place in two tourism sectors - hotels

and travel agencies, there is a need to expand tbis knowledge to other sectors that are

completely or eveo ooly partially dependeot on tourism demand. For example, work on

restructuring in museums or other attractions, restaurants, and airlines would provide a

more complete understanding of the changes in the tourism industry, and alsa provide

insight into the characteristics of change takiog place within each individual sector.

An area of research that could he more fuHy explored is the diffusion of technology

throughout the tourism production system. Despite its growing influence, there is lillie

understanding of all the possible impacts of new technology on the tourism industry, and
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ils intluence mer regional and urban devcl0plllent. The following queslions c'ould l'onu Ihe

basis for fUlure research: How l'an lechnology increase Ihe cOlllpctilivcness of an urbau

area or lourism company? Ooes il really provide a competitive advanlagc for those who

adopt il? Is il capable of increasing productivily?

Finally. govemment ilself is inlegralto local economic developlllenl. and succe,;sful

tourism development depends on ils involvement. Any research aillled at understanding the

role of govemment in the new competitive environment would be welcollled. and should

answer at least sorne of the following questions: How involvcd is the govemlllent in

promoting the region and its allractions? How successful are they in cncouraging new

tourism investment? How c10sely do they work or confer with localtourism cOlllpanics. or

do they mostly act on their own? And how much of a priority does tourism developmcnt in

the overall economic planning of the region?

7.3 Conclusions

Throughoutthe thesis 1 have stressed the dangers inherent in generalizing l'rom small

data bases. nevertheless with trus important caveat in mind 1now conclude by focusing. in

a tentative fashion. on sorne of the broader themes that my findings have raised. 1 look at

sorne of implications of the findings for the future rolt' of services in regional/national

economies. 1 then briefly return my attention to sorne of the theoretical issues raised by the

research and point to how they may reveal sorne of the problems and prospects involved in

developing of a services informed approach to understanding current economic change.

7.3.1 Some broader implications for serJ/ices in economic deJ/elopment

Both the hotel and travel agency sectors have eltperienced a downturn in recent years

due mainly to the impact of recessionary pressures that greatly reduced tourism demand in

Montreal. The previous recession of the early 1980s did not have as big an impact on local

tourism performance (McDougall 1991 and interviews). The recession of the 1990s

changed ail this when tourism companies had to deal directly with an very unstable

economic environment that kept tourists and businesses close to home. Many hotels and

travel agencies c10sed and many others tried discounting their prices to entice consumers,

but they soon realized that they needed to find alternative ways to cornpete. This trend is

not confined to these tourism sectors since similor tendencies are found among services in

general.

Historically, Canadian services have been relatively stable when compared to goods

producing industries but they have become much more sensitive to cyclical fluctuations

during the last two recessions (Norcliffe 1994; Royal Bank 1993; Wood 1991b) (Figure
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7.1 J. While this initially appears to be a service-rclated problem. this volatility has willer

impacts on the amount of output and employment lost during recessions and on an

economy's ability to recover from a downlUm.

Figure 7.1: Cyc1icalitv in Canada's Services vs. Goods
(Annual '"' change in GDP)
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i!lcreased levels of competition among hotels and travel agencies coupled with airline

deregulation and technological advances, have created much greater interdependencies

among tourism sectors. as weil as with many non-tourism sectors whose products and

expertise have become essential to the continued gi'owth of the tourism industry. For

example, the US airline industry !las radically changed since deregulation started in the

19705. There has been the creation of new airlines and bankruptcies of lI'any others, but

the most impressive result is the tremendous growth and concentration of airlines that are

linked together through various affiliation arrangements. This has had impacts on

interdependent sectors such as travel agencies who have had to adjust their business to the

many airline changes and intense price discounting by implementing alliance and

segmentation strategies.

The increased cyclical behaviour of many services seems mainly to stem from issues

relating to the increased competitiveness and interdependence of the new global economy.

This competition has been intensified by deregulation in numerous industries and by

advances in modem technology (Royal Bank 1993; Roach 1991; Quinn and Gagnon
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• 1986). Deregulation has challenged many service industries by allowing new competition

to enter their markets and squeeze margins \Roach 1991 l,

As alluded to above. advances in modem technology are influencing the development

of many services. Travel agencies are becoming more homogeneous as they ail are using

similar technological resources to extract information. This. in tum, allows little

differentiation among travel agencies because they ail sell the same products at similar

priees. By adapting CRS technologies, travel agencies are actually reducing their ability to

be flexible in tenns of product supply and internai operations. The use of CRS technC'logy

requires a monthly fee but often these ;Jes are reduced or even waived once a required

number of reservations have been sold through the system. During a period when demand

is low travel agencies will not make as many reservations and therefore they will need to

make a monthly payment. As a result, their costs increase while their revenues have

dropped, increasing their vulnerability to economic fluctuations. Prior to CRS use, staff

could be laid off or their hOUTS adjusted to offset these fluctuations in demand, thereby

reducing their costs during a low revenue period.

Consequently, the increased sensitivity of services, including tourism, to economic

fluctuations appeaTS to be related to increases in their capital/labour ratio and resultant

increases in the proportion of fixed costs (Begg 1993; Royal Bank 1993; Roach 1991)

(Figure 7.2). In current service industries, a much higher proportion of total costs are

accounted for by fixed costs, and this ends up reducing the flexibility of firms. This is

occurring at a time when manufacturing finns are realizing increased levels of flexibility.

Figure 7.2: Capital Labour Ratios in Canada
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Finally, both these tourism sectors are still growing, but lhey are doing 50 at a much

slower rate than in the pasto This relates to arguments of service sector analysts who

predict that services will continue to grow in importance developed economies but at a

slower rate than in the past, and will likely be spread unevenly among service sectors

(Begg \993: Royal Bank 1993: Wood 1991b). Services will remain a primary player in the

baule for competitive advantage and economic growth due to the growing complexity of

theglobal economy and the importance of information and knowledge as competitive t001s.

But it is unlikely that there will be as high a demand for many service workers and

therefore, service employment growth may be less pronounced over the next decade.

7.3.2 Theoretical conclusions

Most economic geographers agree that services are experiencing a series of changes,

many of which appear to be similar to those experienced by manufacturing firms. The

problem is that some researchers still feel that services are following the same "script

wriUen by manufacturing" (Roach 1991,90), They view ail services as using similar cost­

cutting procedures: slashing payrolls, v ·ng offices and consolidating operations (Roach

199\, 90). Unfortunately, this simple analogy does not take into account the great

diversity found among services, nor the many defining differences between manufacturing

and service industries.

By downplaying these important differences, researchers have often neglected sorne

fundamental issues that can infiuence the restructuring strategies used by different services.

For example, sorne service activities may choose to rely more heavily on technology as a

source of competitive advantage, while others prefer to focus on enhancing their level of

personal service, in fact these two themes may even be complimentary. At the same time

services are intangible and this basic defining feature causes many problems when using

manufacturing based criteria to analyse service activities. For example, when measuring

levels of productivity services are often found to have witnessed much lower growth than

manufacturing firms, yet this neglects the role that non-quantifiable 'people-related' aspects

of providing service play in corporate performance. These are just sorne of the problems

that can result if the specificity of service activities is not built into economic analysis. This

research only begins to address sorne of these important issues as they relate to hotels and

travel agencies, and therefore it is still premature to say that we fully comprehend what is

going on throughout the tourism industry, let alone the service sector.

The use of a service-iuformed approach - utilising the framework provided by post­

Fordist theories - is a start to understanding sorne of these change•. Post-Fordist

approaches are usefu1 because they olTer a more holistic understanding of current change
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than any previous restructuring theories. and they attempt to incorporate sectoral ilnd linn­

level restructuring within the context of economic change. However this thesis has shown

that post-Fordist theories are not able to deal entirely effectively with the complex range

factors influencing many of the changes taking place in tourism firms. For example. the

continued strength of ma55 forms of tourism and increased consumer interest in value are

both features that are more consistent with 'old' fomls of tourism. Yet. at the s.1me time.

there has been a definite growth in 'new' types of tourism demand • with consumers

increasingly demanding higher quality service and a wider variety of travel products.

The responses of hotels and travel agencies to these pressures have also been shown 10

be more complicated than the theories might suggest. Smail and large firms alike are

adapting various networking and segmentation strategies but in different ways and for

different reasons. Technology is being increasingly used in both hotels and trave! agencies

but in a wide variety of ways. The role of technology in hotels and travel agencies is

further complicated by the fact that it can either replace or complement employees. Finally.

many issues relating to hotel and travel agency employment are inconsistent with post­

Fordist theories of labour use. For example, the importance of personal service for both

hotels and travel agencies, and these companies sustained reliance on flexible labour

strategies, combined with the diversity of skills and functions required of these jobs, makes

it difficult to generalize what the impacts of restructuring on hotel and travel agency labour.

ln order for post-Fordist theories to better represent service activities, like hotels and

travel agencies, they also need to be expanded to include such labour issues as the raie of

gender, changes at the level of management, and the use of consumer labour. In addition,

issues of productivity measurement will need to be adjusted when looking at services Iike

tourism. Furthermore, there needs to be an increased focus on the emergence of industry

hollowing. These additions and adjustments to post-Fordist theories would help to make

such frameworks more apprapriate for services informed analysis.

1have shown that by extending our focus beyond those industrial sectors that have

traditionally captured the attention of economic geographers we can add a number of

potentially important strands to recent debates over the pervasiveness and nature of the

current processes of restructuring that are influencing advanced economies. The findings

reveal the benefits of developing a braader and more detailed empirical understanding of

processes of economic change in a range of service sectors. Il is only when more evidence

of this type bas been gathered that we can begin to describe with any certainty the dominant

types of capitalist organisation that are currently emerging in Canada and elsewhere. The

search for a 'service informed' approach to understanding current economic change is only

just beginning.
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APPENDIX A: Base Questions for Hotels

Al General Questions
-How long have you workedlowned this hotel?
-How long have you worked in the tourism/hotel industry?
-How long has this hotel been openlunder current ownership'!
-How Many rooms? Average room rate?
-What has been the average occupancy rate for trus hotel? What has it been recently?
-Whattype of clientele does the hoteltend to altract'? Where are they mostly from'? (if

possible get a breakdownl What is the main purpose of visil'! How do your c1ienls
find out aboutthis hotel?

-What is the percentage of business and pleasure clients? What percentage are walk-ins or
reservations?

-How do you market the hotel (ie. as a budget. family. resort.luxury. etc... l'?
-Who owns this hotel? Is there a group of investors or is it entirely owned by the parent

company?
-How large is t1ùs chain witlùn Canada? Intemationally? What is the regional breakdown

of this chain within Canada (are they focused on the east coast. cities. certain areas
only. etc...)? What raie does Canada play within the international corporate strategy
of the \larent company?

Dl Competitive Pressures
-What, do you feel. are the major pressures being felt by the hotel industry (or your hotel

in particular)? How do you respond to these pressures?
-Has the hotel been hit by recessionary pressures? If sa how? What has hotel done to

respond to t1ùs pressure? Are there fewer clients from certain areas, are there more?
-There has been govemment legislation that directly affects the hotet industry. such as the

GST. How docs your business respond? Do you blame GST for fewer US
tourists? Do you let your US clients know about the refund?

-Have you found the local competition to be greater now than in past years? Who or what
type of establishment are your greatest competitors? What are you doing to combat
the competition?

-Have you found consumers tastes and demands have changed over the last decade? ln
what way? If sa, how have you responded to this? Do you feel that these changes
will remain or do you sense another change in the future?

-Has the average age of your guests changed? Do you find you have more older (seniors)
clients than ever before and are you doing any\hing to altract \his growing lII1d
lucrative part of the population? If no change noted then how do you thinlr. that the
aging population will effect your company? Do you sec seniors hecoming a more
important part of your clientele?

-Has the average length of stay changed? Are consumers travelling at different times of the
year? What is the average length of stay and what was it 5 years ago?

-Do you attract more couples and singles? Do you think that the growing number of single
people and single parent fanùlies will bave an impact on your clientele?

-Do you find there are more women travelling alone and on business? Have you done
anything ta attract them or accommodate them?

-Have you found any difference in the amount of US tourists over the last few years? If
fewer, why? How are you dealing with \his decrease?

-Have you found there ta be an increase in overseas taurists? If sa from where? Do you
feel that \his market will continue ta grow?

-Has the consurners growing concem for the environment had any impact on your
establishment? If sa, how? If not, why not? Do you thinlr. displaying concem is
good for the reputation of the botel?
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-Has competition within the industry prompted you to initiate certain environmental action
like reduce, reuse, recycle. or having environmental audits to see where they could
perhaps conserve energy?

-If hote! has initiated certain environmental\y driven ideas do they marketthemselves as
such (the green hotel etc... )?

Cl Responses

i) Organisational structure
-At one time hote\s were fairly broad-based in that they all provided essentially the same

services to their clients. Now there are ail these dilTerent types of hotels (ali-suite.
microtels) to attract various market segments, and therefore it seems Ihat the need to
find a certain market niche bas hecome very important Do you agT".e, and if 50,
what niche does your hotel fill? If do not agree. why not?

-Questions for independent hotels:
- Has the growing amounts of large chain hotels had a major impact on your

business? If 50 how and what are you doing to respond to it? Are yeu
auempting to fi)) a niche not covered by the large chains and if 50 what do
you provide that maltes your place unique to clients?

-Do yeu feel there is a prosperous future for independer.t hotels in the highly
competitive hotel industry found in large urban centres?

-Question for chain hotels:
--Are independent hotels any kind of competition or threat to your business, or do

you feel thatthey will soon he bought out by larger chains?
-Question for niche hoteI (sueh as an ail-suite):

--Has !his format becn successful? What is the future for these niche market
establishments? Do yeu see them gaining in popularity?

-Question if hotel has a restaurant:
-Have any recent changes been made to the restaurant (strucoore, atmosphere,

menu), if 50 what were they and why did you decide to pursue these
changes? ls the restaurant seen as an important part of the hotel?

Il)Tec:bnology
-How important is computer tecbnology to yeur hotel? How extensive and 50phisticated is

the system in use? AIe both the back and front offices computerized and if 50, are
they integrated? What is the name of the 50ftware used in the front office?

-Are you part of a CRS system, if 50 which one? Do you yourselves possess a CRS
system? If not part ofone how are non-local reservations made and marketed?

-What other types of technology does botel possess? Have you set up telec:onferencing
rooms? If 50, are they succ:essful, how often are they used? Have you set up
tec:bnoIogy that maltes the clients life casier?

-Do yeu feel that tecbnology is important in the running of the botel? What about in the
future? Do yeu sec any trends emerging in the type of technology heing used?

-If botel Dot yet oomputerized or ooly or usina very Iittle new tecbnology, do they plan on
expandina the tecbnology? If 50, by doing wbat? Do you feel there is a future for
those botels that do net take on some sort of computer technology?

•What bas been the major advantage of the new technology? Why? Any disadvantages and
why? If 50, what are yeu doing about it?

-Has taking on these MW technologies reduced then~ for certain positions to he fiIled?
Has tecbnology had an elTec:t on employment structure, ie. were any new jobs
created, while others eliminated? Arelwere there more empIoye.:lll with the
inlJ'Oduetion of tec:bnoIogy? Fewer? Have certain s1àIl requirements changed?



•

•

iii}Labour use
-How many employees does lhis holel support?
-How many part-lime? Full-lime?
-How many are women and in whal capacily are lhey employed'?
-Has there been any new hiring in the last year? If yes in what positions? How does this

compare with previous years?
-From where do you hire people?
-Do you find there is a shortage of qualified labour? Do you have a high employee turnover

rate? Or has mueh of your staff been with you for more than 1 year'?
-Do you provide any kind of employee incentive? Are employees involved in any part of

the decision making process? What makes working for your hotel belter than
working for another hotel?

-Do you have any kind of fonnal training program'! If not, then how are employees trained'/
-Do you feel there is a laek of good educational programs for hotel students? Is the training

received by students in Montreal's two main hotel schools adequate? Do you feel
that this is a an industry that interests many young people today as a career? If not,
why not, and how could tbis be changed?

-How do you deal with seasonal fluctuations? What time of year do you receive most of
your business? How do you get through low periods? Do you rely temporary
labour? If sa, are they usually the sarne people or do you rebire new every year?

-Whot is the average wage rate of a new employee at the front desk? ln housekeeping or
maintenance? Do they get periodic raises, or benefils?

-How do workers and managers interaet? Is there a hierarchy of contact, or does the
general manager interact directly with various employees? How do relations
between managers and employees work?

-Is the hotel unionized and if sa with what union and what percentage are a part of the
union? Are relations between the union and management good? If not why not?

-00 you make use of subcontractors? If so, in what capacity? Has tbis use of sub­
contracting changed in recent years? If sa, why was this donc? What are the cosls
and benefits of sub-contracting?

-Often umons do not allow sub-contracting. if there were Ilot such a restriction against its
use would you be using it more? Why?

iv)MarketiDI
-00 you ally yourselves with any local attractions, car rentai companies, airlines as a means

of promoting yourselves along with these ether organizations?
-Do you provide any kind of incentives to encourage travellers to come and stay at your

hotel? (Discounts, frequent stay programs, added facilities and services etc.,.)
Have you found them to be successful?

-How do you altract clients? How do you advertise?

D)Copcl,dtl' Q'C.tiOA'
-00 you think the government bas donc enough (invests enough) inta the tourism industry

in terms of marketing and planning? What do you tbink they could do ta improve
the industry?

-00 you feel there is a need for greater government and hotel sectar cooperation?
-00 you feel that the government recognizes the importance of tourism to the national,

provincial, municipal economies? What level of govemment should be involved in
Montreal's botel industry and what role sbould cach play?

-What do you see in the future for Montrea1's botel industry? How can tbinlll be
improved? Will there be greater competition? less? What about the future of your
establishment? How will it be doing 10 years from now and what type of client do
you see yourselves catering to?
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APPENDIX B: Base Questions for Travel Agencies

A) General Questions
-How long have you workedlowned this agency?
-How long have you worked in the tourist industry? ln what capacity?
-How long has this agency been under the current ownership? How long has this agency

been open? Is it franchised, part of a chain or privately owned?
-If franchised or part of large chain

--Who is the parent company? Who owns the name? Local or foreign ownership?
--How large is this chain within Canada? Intemationally?
--What is the regional breakdown within Canada?

-What is the main focus of the firrn, ie.what type of travel do you sell the most?
-What percentage of saiesiclients are business or pleasure travellers?
-How do you attract clients (location. walk-ins, advertising, etc... )? Are they mostly

regular clients or are there many newcomers?
-To what ares do you sell the most package trips? Business trips? Individual travel? Docs it

depend on the time of year? When are you busiest for the various types of travel?

Dl Competitive Pressores
-What do you feel are the major pressures being felt by the travel agency industry (or your

agency in particular)? How are you responding to these pressures?
-Have you found the local competition to be grester now !han in past years? Who are your

greatest competitors? What are you doing to combat the competition? Is the
competition arnong the agencies controlled by operators and airlines? Are there
methods that an individual agency cao use to attract clients?

-Has the agency been hit by recessionary pressures? If 50, in what way? What has the
agency done to respond? Has it affected bath business and pleasure travel?

-There bas been government (provincial and federal) legislation that bas been introduced
over the last couple of years that has directly affected the travel retail sector, such as
OST and PST, and the introduction of Reservations Quebec (CRS). Have they
bad or will they have a significant impact on your business? If sa, how do you
respond?

-Have you found that your consumers tastes and demands have changed over the last
decade? ln what way? Are they more piclty, more demanding of quality and
service? Asking for more specialized or exotic choices? If so, how have you
responded to this? Do you feel that these changes will remain ?

-Has the average age of your clients changed? Do you find you have more alder (seniors)
clients than ever before an<l are you doing anything to attract this growing and
lucrative part of tb!: population? Ifno change noted then how do you think that the
aging populatioll will etTect your company?

-Has the average amOlmt of !ravel time cbanged? Has it gotten shorter or longer are clients
!mvellinll at di.rferent times of the year!han in previous years? What is the average
length ofa trip and wbat was it 5 years ago? Is this ditTerent for pleasure and
business? If 50, what are the ditTerences?

-Do you attract more couples and singles as clients? Do you think that the growing number
of single people and sinpe parent families will have an impact on your clientele?

-Have you found that there bas been a shift towards ditTerent destinations recently? What
are the popular destinations and who SOCS there?

-Has the consumers growing concem for the environment had any impact on your
business? If 50, how? Do you think that environmentally driven travel will
continue to grow or remain as a niche forrn of specialized !mvel?

-Do you find that tbere bas becn a reduction in demand for ail inclusive mass tourism, and
an increase in more flexible types of!ravel where people can do what they want?
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Cl ResDonses

i) Organisational structure
-At one time travel agencies were fairly broad-based in tlmt lhey ail provided esselltiaily the

same services ta their clients. Now with the opcning of all these different types of
travel agencies (specializing in different areas. types of travel. age groups. etc... ) ta
attract various market segments. the need ta find a certain market niche has bccome
very important. Do you agree, and if sa, what niche does your travel agency liII'?
If do not agree, why not?

-If an independent travel agency:
-- Has the growing amounts of large chain affiliated agencies had an impact on your

business? If sa how and what are you doing ta respond ta it? Are you
attempting ta fill a niche not covered by the large chains and if sa what do
you provide that makes your agency unique ta clients?

--Have any larger chain agencies olTered ta buy you out or franchise the agency?
Do you feelthere is a prosperous future for independenttravel agencies in
the highly technological travel retail industry? If sa, in what capacity?

-If chain agency:
-- Are independent travel agencies any kind of competition or threatto your

business, or do you feelthatthey will saon be bought out by larger chains?
-If niche travel agency :

-- Has this format been successful? What is the future for these niche market
establishments? Do you see them gaining in popularity? and if sa at the
expense of whom?

-Have you noted an increase in networking among agencies and the formation of more
strategic alliances? Does this pose a threat ta the independent travel agent? What
are the advantages to being part of such a network and what are the advantages ta
remaining independent?

-Many companies have now set up their own travel departments who only arrange trips and
llights for the employees and eliminate the need for a travel agency. Have you fell
this type of pressure and if so how woulà you respond?

il) Technology
-How important is computer technology to your travel agency? How extensive and

sophisticated is the system in use?
-Do you use a CRS system, if so which one? If do not have one how are reservations

made? How important is the CRS to your business? How often is it used? Do you
helieve that an agency can survive without one?

-Have you set up technology that makes the clients Iife easier? Video t-rochures, direct
reservations, ele...

-Do you feel that technology is important in this business? What about in the future? Do
you sec any trends emerging in the type of technology being used?

-If the ttavel agency is not yet automated or bas only Iimited technology, do they plan on
expanding the technology? If so, by doing what? Do you feel tbere is a future for
thase travel agencies that do not take on sorne sort of technology (CRS)?

-Has taking on these new technologies redllCed the need for certain positions ta he filled?
Were any new jobs created. while others eliminated? Arelwere there more
employees with the introduction of technology? Fewer? Have certain skill
requinements changed?

-This is a sector of the tourism industry that bas been gready alTected by the advances in
computer teehnology ta the point where there bas been talk about the eventual
elimination of this sector (or a massive reduction) due ta such advances as direct
access by clients to CRS via home and business computers. and television. What
do you think? Is it possible? Why or why not?



•

•

iii) Lahour use
-How many employees does this lravel agency support?
·How many part-time? Full-lime?
·How many are women and in what capacity are lhey cmpioyed?
·Has there been any new hiring in the last year? If so, in what positions?
-From where do you hire people? How do most people find Y"~?

-Do you find there is a shortage of qualified labour? Do you have i: high employce
turnover rate? Or has much of your staff becn with you for mù"C than 1 year?

-Do you provide any kind of employee incentive to keep them or. (bonuses, commissions)?
Are employees involved in any part of the decision making process? What makes
working for your travel agell':y beller than working for another travel agency?

-Do you have any kind of formai training progmm set up? If not, then bow are new
employees trained? If 50 how mucb training is involved, bow long does it take and
does this dilTer for various occupations?

-Do you feel there is a lack of good educational programs for travel agency students? Is the
training received by students in Montreal's scbools adequate? Do you feel that this
is a an industry that interests many young people today as a career? If not, why
not, and how could this be cbanged?

Iv) Marketing
·Do you provide any kinct of incentives to encourage people to use your agency? Have you

found thern to be successful?
-How do you attract clients? Do you advertise? Where? Do you find it to be successful? ­
Are you a member ofAcrA-Quebec or any other association that works in the best interest

of travel agents? What do they do? Are theyeffective?

D) CogcJgdinR Ogestions
-What is the role of the government for travel agencies? What types of legislation would

affect your business? Do their policies conceming tourism eITeet you?
-What do you think about tbe idea of Reservations Quebec? How would this impact on

your busin.:ss? Do you think it should be implemented? Why or wby not?
•What do you think they couid do to improve things in this city, province, country for this

sector? What level sbould be responsible?
-What do you see for the future of the travel retail sector in Montreal? How cao things

improve? Will the competition get worse before it gets better, or do you feel that
lhis is an expanding industry?




