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.1. he CTC is proud to present the first profile of 
Canada's travel agencies and tour operators. 
The report breaks new ground by providing 

a strategic knowledge base on Canadian tour oper-
ators and wholesalers and retail travel agencies. 

Providing measures that can assist individual 
businesses in comparing their performance with 
the industry is one of the objectives of this 
project. This information also serves to enhance 
an understanding of the scope, size and impor-
tance of these travel distribution businesses to 
Canadian tourism. 

This report underscores the CTC's ongoing com-
mitment to work in partnership with the industry 
to produce information products that meet the 
needs of the industry. It is our hope that it helps 
to shed light on this important segment of the 
tourism industry. 

The report is organized in two parts: 

• Part 1:  travel agencies 

• Part 2:  tours operators and wholesalers 

Each part contains an analysis of the business 
characteristics, revenue, cost structure, client 
base, marketing methods and trade patterns. 

Travel distribution is a complex process and a 
wide range of businesses sell their products to 
the travelling public; however, travel agencies 
and tour operators are its twin engines, moving 
travel products to market. 

The travel distribution industry has undergone 
sweeping changes over the past decade that 
have dramatically affected the way products are 
developed and delivered. For travel agencies, 
affiliation and alliances between small agencies 
and large national agency consortia have 
helped make more resources available to small 
agencies and has increased their buying power 
through shared purchases of technology, man-
agement systems and training expertise (40% of 

surveyed agencies are members of a marketing 
consortium). Affiliations have also mitigated to 
some extent against the threat of reductions in 
commission rates, emerging information tech-
nologies and an increase in direct sales bypass-
ing agents. These have posed more threats to 
travel agencies than to other segments within 
the tourism industry. 

For tour operators and wholesalers, airline dereg-
ulation, industry consolidation and the growth in 
the supply of packaged holidays to international 
destinations have challenged operators to devel-
op products that have a competitive edge in 
terms of pricing, margins and in developing dif-
ferentiated products and brands. 

Ten years of airline deregulation in Canada has 
increased cross ownership and marketing 
alliances between airlines, tour operators and 
wholesalers and has opened up more routes cre-
ating new opportunities to attract increasing 
numbers of tourists. One measure of this growth 
is the number of tickets sold for pleasure trips on 
scheduled airlines which increased by 20% in 
1995 and 17% in 1996. The Open Skies agree-
ment has further added more than 140 new 
flights (representing 12,000 new seats per day) 
since 1995. Moreover, the explosive growth in 
the number of domestic charter air carriers has 
also fuelled new opportunities for travel agen-
cies, tour operators and wholesalers (231% 
increase 1990-1995) 

Industry consolidation and the integration of 
transportation companies and tour operators 
has occurred in order to reap the advantages 
of yield management. Non-airline owned 
operators are countering this advantage 
through preferred supplier relationships with 
airlines. Some operators across North America 
have also been working to forge stronger 
relationships with foreign travel suppliers to 
grow inbound and outbound business to 
mutual advantage. 



The survey was directed primarily at businesses 
with a minimum gross revenue of $250,000, 
although some of the smaller businesses report-
ed revenues below that level. 

The industry segments referred to in the report 
conform to the retail travel agencies, tour opera-
tors and tour wholesalers industries specified 
under Groups 9961 and 9962 of the Standard 
Industrial Classification (SIC). 

• In terms of packaging, tour operators and whole-
salers have experienced growing competition 
from traditional sun and sand destinations but 
also from theme parks and resort destinations, 
cruises lines and destinations that have defined 
themselves in terms of unique experiences. The 

challenge is and will continue to be to build 
products and packages designed around an 
understanding of changing market demand. 

Methodology 

Statistics Canada introduced this survey in 1986, 
as part of its program to strengthen data on ser-
vice industries. Initially, the survey was designed 
to meet and serve the internal needs of the 
agency through its system of National Accounts. 
In the early 1990's, more questions were added, 
after consultation with major clients to collect 
more information on the sources of revenue. 
Following the publication of an earlier report in 
1994, chronicling trends affecting travel distribu-
tion, the CTC and Statistics Canada in 1995, joint-
ly launched a project to re-develop the survey. 
This resulted in an Advisory Steering Committee 
being established in 1996, with the participation 
of Statistics Canada, Association of Canadian 
Travel Agents (ACTA) and the Tourism Industry 
Alliance of Canada (TIAC) to ensure that the 
information collected had relevance for the ana-
lytical needs of the industry. 

CTC also made an investment to enlarge the 
sample size of travel agencies and tour operators 
and to build stronger data linkages with the 
National Accounts and the Tourism Satellite 
Account. Additional questions were also added 
to the questionnaire. 

The 1995 survey was based on a carefully select-
ed sample of approximately 1,650 retail travel 
agencies, tour operators and tour wholesalers. 
One of the survey objectives was to achieve the 
maximum possible coverage of the highest rev-
enue producers for each industry segment, as 
well as for each province, within the budgeted 
number of survey units. The "actual operating 
establishment" (rather than the "legal entity") was 
used as the reporting unit. Even on this basis, the 
survey was not a full census of every property in 
every segment. 

The Canadian Tourism Commission joins with 
Statistics Canada to thank all those who partici-
pated in this project, especially the retail travel 
agencies, tour operators and wholesalers who 
responded by completing the survey question-
naires. Valuable input from ACTA, TIAC, and 
Statistics Canada through their partnership in the 
Advisory Steering Committee resulted in many 
improvements to the survey. 

Special thanks are also extended to Statistics 
Canada for their ongoing support and co-operation. • 
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TRAVEL AGENCIES 

Results at-a-glance 

✓ In 1995 there were nearly 4,000 travel agencies in Canada with total sales 
exceeding $10 billion.' 

The industry is highly competitive.The average profit margin reported is 5%. 
About one quarter of surveyed agencies operated at a loss. 

V  It is heavily concentrated geographically in Ontario and Quebec, and highly 
labour intensive. 

✓ Wages, salaries and employee benefits amount to 53% of operating costs with 
85% of staff classified as holding permanent, full-time status. 

✓ The sale of travel to foreign destinations accounts for 55% of total agency 
receipts. 

✓ More than half of foreign sales are to the U.S. (55%) 

TRAVEL AGENCIES IN BRIEF 

Travel agencies, with annual revenues of more 
than $10 billion, make a significant contribution 
to the Canadian economy. About 25 cents of every 
dollar attributed directly to tourism in Canada is 
generated by and can be traced back to the travel 
agencies. The business reported some $1.8 billion 
in earnings (before deductions) in fiscal year 
1995-96. It also employs some 30,000 workers, 

85% of whom are full-time, full-year. Travel agen-

cies are labour-intensive—salaries and wages 
account for more than half their total expenses. 

Of the agencies surveyed, over half of their travel 

agency sales are generated through commis-
sions, primarily from airlines and tour operators 
(56%).' The high proportion of sales derived from 
airfare increases the vulnerability of agents in the 

face of commission caps and ticketless travel. 

Intensely competitive 

The services that agencies provide to travellers 
include selling transportation fares, furnishing 
information to travellers, acting as agents for 
tour operators and booking accommodation as 
well as transportation for travellers. Travel 
agencies receive most of their revenue from 
commissions paid by suppliers, mainly airlines 

and tour operators. 

The great majority (95%) of travel agencies sur-
veyed were incorporated, 61% were affiliated 
with a chain and 39% with a franchise. In addi-

tion, 40% belonged to a consortium. 

The travel agency business is very competitive-
the average profit margin was only 5%, and one-

quarter of agencies surveyed operated at a loss. • 
•Sales including: the cost of airfares within Canada and for international travel. 
' The IATA Bank Settlement Plan (BSP) reports its 3,000 Canadian agency members attribute, on average, nearly 75% of total sales to scheduled airline business. 



Distribution of Revenue by Province 
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TRAVEL  AGENCES  

Distribution of Revenue by Type 
Travel Agencies 

Revenue of the industry increased by 26% 
between 1990 and 1995 to a level of $2.7 billion, 

in line with the general improvement in the 
Canadian economy (nominal GDP grew by 16%, 
including inflation, between 1990-1995). 

Sales of airfares are the main source (56%) of 
agency revenue. Commissions from sales of tour 
packages and cruises accounted for 31% of total 
revenue. The high percentage of sales derived 
from airfares means that this industry is extremely 
vulnerable to attempts by major airlines to reduce 
commissions to agents, as well as to technological 
changes such as ticketless travel. 

Central Canada concentration 

Travel agencies are concentrated in central Canada. 
Agencies in Ontario and Quebec accounted for 
more than 80% of total industry revenue. 

Canadians use travel agents more for foreign 
travel than for travel within Canada. Revenue 
from trips to foreign destinations accounted 
for 55% of sales, while travel to and within 
Canada accounted for the remainder. 

Customer base 

Leisure travel accounts for over half of agency 
revenues (53%). Business and government travel 
generate a further 45% of revenues. Sales to for-
eign clients made up less than 2% of the total. 
Of those sales, over half were to U.S. clients. 
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Operating Expenses 

Wages, salaries and employee benefits made up 
more than half of total expenses.This category was 
followed distantly by rent of land and buildings 
(9%), advertising and sales promotion (5%), and 
postage and telecommunications (nearly 5%). 

Distribution of Expenses by Type 
Travel agencies 

WAGES, SALARIES 
& BENEFITS  58% 

Employment Profile 

Travel agencies are generally small in size and 
number of employees. The number of employees 
per agency ranges from 2 to 20. However, as men-
tioned earlier, the industry is very labour intensive 
and 85% of the employees were full-time, full year. 
Ontario and Quebec account for most travel 
agency employment as well as most revenue. 

Average weekly earnings for travel agents have 
more than doubled since 1988, to $525. 

Employment Profile 

Employment rose from 21,000 in 1990, to 31,000 
in 1994, then fell slightly to 30,000 in 1995, per-
haps because of increased use of technology in 
travel agencies. 

Travel agencies are very sensitive to f the overall 
performance of the economy. Annual revenue 
growth rates rose steadily from 3.5% in 1990 to 
8.8% in 1995, as the economy improved in Canada. 

Advertising budgets restricted 

On average, travel agencies earmark just 5% of 
their total expenses to advertising. While, overall, 
the average advertising budget might appear 
low, agents benefit from cooperative or shared 
advertising ventures with travel service providers 
such as airlines, cruise lines and tour operators. 

Newspapers popular 

All the agencies surveyed used at least one 
method of advertising. The most popular ad 
media were newspapers (79% of agencies used 
them). Listings in travel directory and guides 
were second (56%), followed by direct mail (53%). 
Only one third purchase radio advertising spots. 
Personal sales appear to be extremely important, 
with 20% respectively attending trade shows, 
consumer shows and engaging in sales trips. 
Slightly over one in ten use television to attract 
new business and, while the internet is used by 
only 10% of respondents, this medium is expected 
to rise in coming years. 

Advertising Methods 
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• TOUR  OPERATORS & WHOLESALERS 

Results at-a-glance 

• There were 871 tour operator & wholesaler businesses in Canada in 1995, 
generating revenue of $3.7 billion.' 

3 The business is highly concentrated, with 25% of operators ringing up more than 
90% of sales. 

3 The tour operation business is highly competitive, with an average profit margin 
of only 3%. One out of five tour operators surveyed reported a loss in 1995. 

3 More than 85% of the revenues in this industry are generated in Ontario, 
British Columbia and Québec. 

3 Labour costs account for about 40% of operating expenses, and two-thirds of 
employees are full-time, year round. 

3 Sales of tour packages to foreign destinations make up three-quarters of 

Ile operators' revenue. Domestic customers account for 83% of sales. 

3 Tour operators advertise primarily through brochures, trade shows and 
newspaper ads. 

TOUR OPERATORS & WHOLESALERS IN BRIEF 

• 

Tour operators & wholesalers buy a range of 
travel products in bulk and package them for 
re-sale to individuals, either directly or through 
travel agencies. 

Tour wholesalers, motorcoach companies, recep-
tive agents and operators, inbound and out-
bound operators and other transportation 
companies make up the industry segment. 

Industry concentration is a feature of the tour 
operator business in Canada. A quarter of the 

tour operators control more than 90% of all sales. 

Indeed, the top ten operators alone earned 45% 
of all revenue in this survey group. 

The tour operator business is not as labour inten-
sive as travel agencies, with total labour costs mak-
ing up only about 40% of total operating costs. 

Almost all tour operators surveyed were incor-
porated and 80% are affiliated with transporta-
tion firms. 

The business is intensely competitive, with sur-
veyed operators reporting an average profit mar-
gin of only 3%. 

To deal with increasing competition, operators 
are tending to specialize in the packaging and 
sale of specific products or destinations. 

Outbound operators—those who provide tour 

packages to foreign destinations—have been 
adversely affected by the decreasing value of the 
Canadian dollar, since they purchase these travel 
services and attractions in advance. As a result, 
their profit margins are heavily influenced by 
supplier pricing. 

' Enterprises that identified their core business as a tour operator or tour wholesaler. 
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TOUR OPERATORS  & WHOLESALERS 

• Client base Employment Profile 

Canadian leisure travellers are the primary cus-
tomers of tour operators, contributing more than 
half of total revenue (58%). Interestingly, busi-
ness travellers generate one-quarter of the oper-
ators' total revenue, underscoring the impor-
tance of business travel for the tourism industry. 
Foreign clients account for 16% of the client 
base of surveyed operators. France and Japan 
(43% and 34%) were the two most important for-
eign client groups. 

Client Base 

Employment profile 

Tour operators are generally larger employers than 
travel agencies, with an average of 32 employees, 
compared with the travel agency average of 7-8. 
However, labour costs are a smaller proportion of 
total operating costs (40%) than is the case with 
travel agencies. (Operating costs exclude the cost 
of travel purchased from suppliers). 

Three-quarters of all tour operator employees were 
full-time and full-year, of the operators surveyed, 
Ontario and Quebec-based businesses employed 
more than three-quarters of the workforce. 

Broad range of advertising methods 

Tour operators advertise more heavily than travel 
agents. Advertising is their second highest busi-
ness expense after salaries, wages and benefits, 
accounting for more than 15% of average operat-
ing costs. • 

All the tour operators surveyed used at least one 
method of advertising and most use a combina-
tion of approaches. Brochures, attending trade 
shows, newspaper ads and sales trips were the 
most popular ways of making their products 
known. Only ten percent of tour operators report-

ed advertising on the Internet. 

Clearly, personal sales is the method of choice 
in selling the products. Conversely, the elec-
tronic media are the less-favoured means of 
reaching clients. 



Advertising Methods 
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Percentage of Sales of Tour Packages by Type 
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Percentage of Revenue from Tour Packages by Season 

Trade Pattern 

Travel agencies were the favoured distribution 
channel for tour operators & wholesalers, 

accounting for 78% of their total tour sales. 
Foreign tour operators were a distant second 
with 9%. 

Package Tours 

FALL  18% 	
SUMMER  30% 

Escorted tours account for 82% of sales with motor- 	 SPRING 24% 

coach representing 18% of tour sales by type. 

Anytime is a good time for a tour if the package 
meets the market demand. Sales of packages are 
evenly spread across the seasons. 

INTER  28% 

Packages of from one to two weeks duration 

were the biggest sellers. 
Average Duration of Tour Packages or Cruises 
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A Profile of Canada's Travel Agencies and Tour Operators 

1. How do you rate this publication in terms of the quality of information that it contains? 

) Excellent 	) Good 	) Fair ) Poor 

2. How do you rate this publication in terms of the degree of usefulness to your operation? 

) Very helpful 	) Helpful 	,) Not very helpful 

3. What section or area of information did you find: 

Most useful? 	  

Least useful? 	  

4. What related information do you believe should be added to this publication? 
Please describe: 

5. Do you have any other suggestions to improve this publication? 
Please describe (feel free to elaborate on a separate sheet of paper): 

6. Please indicate the nature of your occupation: 

()Travel agent 

0 Prospective travel agent or tour operator 

°Tour operator 

0 Government 

0 Industry association 

0 Other (please specify) 

For more information about your area of interest in the Canadian tourism industry, please 
enclose your business card.  Thanks for your help! 

WE WANT YOUR FEEDBACK 

I n order to make improvements to sub-
sequent editions of this report, the 
Canadian Tourism Commission seeks the 

input and feedback of travel agents tour 
operators, stakeholders in the tourism 
industry and other readers. 

Your input is essential to this ongoing 
process of improving the quality and utility 
of the information that the CTC provides. So, 
please take a minute to respond to this 
questionnaire with your comments. There is 
no better way to promote and sustain Canada's 

tourism industry than to foster open' commu-
nication within the CTC's unique public-
private sector initiative. 

You can provide your comments by mailing 
or faxing a photocopy of the accompanying 
form to: 

Canadian Tourism Commission 
Travel Agencies & Tour Operators Study 
240 Sparks  Street, 8t  floor, West Tower 
Ottawa, Ontario 
Canada K1A  0 H6 Fax: [613] 954-3964 
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