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INTRODUCTION : WHAT'S HAPPENING IN THE REGION?

Leisure destinations and attractions are arguably the most important
components in the tourism system. They are the main motivators for
tourist trips and form the core of the tourism product. They are a
backbone to experience economy. They are a very complex sector of the
tourism industry and are often not well understood for their contribution to
the economy.

While this lack of understanding prevails, the recent natural, geopolitical,
financial, health, security and environmental turmoils in the Asian region
have further complicated the equation as it directly affects leisure
spending power and has a major influence in diverting the tourist trend.

The Asian countries have numerous challenges on their cards which will
eventually determine the manner in which the various leisure and resort
destinations succeed or fail.

PriceWaterhouseCoopers reported recently that the potential amusement

industry revenues for the Asian market will grow to US$7.6 billion by
2008.

TRENDS AND DEVELOPMENTS IN THE INDUSTRY

The emphasis today is on the “experience economy”. Mega projects are
creating a new thrust into the leisure and entertainment economy. We
are going to witness the advent of the first Disney project in China in Hong
Kong. It has also been announced that there is the possibility of another
Disney park in Shanghai. Ocean Park in Hong Kong has also announced
a $700 million revamp to reposition itself against the competition.



OCEAN PARK HONG KONG — PROPOSED MASTERPLAN REVAMP

Gaming as an economic activity is gradually taking root in Asia with
Macau and Singapore adopting various forms of developmental models
incorporating gaming components as part of larger integrated
developments.

Macau is also emerging as another entertainment capital of Asia with its
rapid expansion of Casino resorts involving large amounts of investment
from internationally recognised resort developers. Concept resort
developments by the Las Vegas investors in the Sands and Wynn
Resorts along the Cotai strip are setting the benchmark for other similar
styled resorts in the region.

Dubai is reinventing itself as a lifestyle and MICE destination of the world
with its tourism and real estate developments coupled with its status as
the financial hub of the Middle East. The range of developments in Dubai
and capitals of the UAE are giving vast opportunities for investors form all
corners to come together to invest. For example Kerzner International
which developed the highly successful Atlantis Resort in The Bahamas is
also developing the Atlantis Resort Dubai on The Palm.

Singapore is always continuously reinventing itself to maintain its
competitive position and its recent announcement to attract two integrated
resort developments which will include a gaming component will enhance
its position as another top-of-the mind destination in Asia. The two
proposed developments, one on the resort island of Sentosa and the
other in the Bayfront of Singapore are expected to have a significant
multiplier effect on the economy.

To stamp its mark as another entertainment destination, Singapore is also
creating the Sentosa-Harbourfront Destination which is integrating the
experiences of Sentosa (Multi Dimensional Entertainment) Sentosa Cove
(Lifestyle Residential), Southern Islands (Island Lifestyle), VivoCity



(Thematic retail), St James (Big-box Multilevel Entertainment), Singapore
Cruise Centre ( Cruise Destination). This destination will also include the
proposed Integrated Family Resort on Sentosa.

Some of the sectors that are continuously expanding are the spa
experience, vacation ownership, medical-tourism and the eco tourism
sectors.

The spa experience is moving forward with developer operators such as
Banyan Tree, Six Senses, Evason/Soneva and Sanctuary Resorts are
creating a new generation of destination sap resorts.

BEACH RESORTS AND ENTERTAINMENT COUPLED TOGETHER

Vacation ownership is being created in resorts such as Hilton Cebu,
Marriot Phuket and Horizon Hainan.

Eco tourism is taking to the fore together with medi-tourism as a new
entrant into the markets. This has also given rise to Retirement
Communities, Managed Living, Managed Care Resorts which tend to be
combined with a wellness/spa dimension in climate-acceptable
destinations.
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FAST FACTS

Asia : Snapshot of trends

The Asian leisure industry is seeing growing disposable incomes with
large markets. Time spent on leisure has historically been short for
Asians and this pitched against growing competition for leisure is
creating a demand for immediate “value for money” experiences. Asian
developers think alike - they incorporate leisure attractions as part of a
larger real estate project. Often these turn out to be loss leaders, off the
mark from the earlier objective of creating real estate value. With
domestic demand increasing, developers are showing a greater
awareness for quality attractions. This is helped a great deal by the fact
that media companies are growing quickly in the region and conveying
ideas to end users rapidly. There is growth of large theme parks, indoor
entertainment centres ‘product’ attractions. The mega project mentality
used to render smaller parks less competitive. But now with domestic
demand increasing — smaller leisure destinations are seeing a
turnaround. Leisure attractions have a large import content : this may be
slightly favourable for developers how vis-a-vis the current currency
exchange scenario.

It is necessary to understand what the whole spectrum of leisure and
resort attractions entails to ensure how it succeeds or fails under different
natural, geopolitical, economic, social and cultural circumstances. This
paper attempts to take a ride through the roller coaster process of
developing, managing and marketing leisure destinations.

EAST FACTS

Experiential branding
Takes the core values of the brand and immerses it in an actual
environment.
Experience branding is the intersection of entertainment and
marketing.
Gives the visitor a visceral experience of what the brand means
and feels.
Experiential branding has moved outside the consumer arena and
gone deeper into the brand psyche.
This has created a trend towards corporations creating corporate
heritage centres and corporate attractions.
Experiential Branding:
- creates a “see, feel, touch” atmosphere
- creates an environment of emotional attachment to the brand
- presents strong image to investors
- offers a platform for brand introductions.

Source: The Entertainment Marketing Revolution: Al Lieberman,
Patricia Esgate.

THE DEVELOPMENT PROCESS




In the field of leisure attractions there exists a number of different types of
developments :

a. Wholly new purpose-built leisure attractions on new sites.

b. New purpose-built attractions on sites previously developed as
attractions.

C. New subcomponent developments at existing leisure attractions to

relaunch “tired” attractions at the end of their product life cycle, for
example the installation of a major new ride at a theme park.

EAST FACTS

Mega Parks in Japan
Tokyo Disneyland (1983) on 48.3ha with 13.8 million visitors.
Tokyo Disney Sea (2001) on 47.8ha costing US$2.82 billion with 12
million visitors.
Universal Studios Japan (2001) on 54ha costing US$1.4 billion with
8.81 million visitors.

d. New main developments to supplement the core business in the form
of themed catering or new retail outlets.

TOKYO DISNEYLAND AND DISNEYSEA: AN INTEGRATED RESOR T THAT
HAS CREATED A NEW ECONOMIC ENCLAVE IN THE TOKYO BAY AREA

e. The creation of new events that move from one geographic
location to another which require the modifications of buildings and



structures eg. the Commonwealth Games, Olympic Games, The
World Expo.

f. The inclusion of the food, beverage and entertainment components
in a larger real estate development to provide the lifestyle element
for the growing urban populations.

FAST FACTS

Hong Kong Disneyland
Location : Penny’'s Bay, Lantau Island
Government spend :  HK$21.5 billion
Total area : Phase 1: 126ha Phase 2: 180ha,

Land Premium: HK$4 billion
Lease Period: 50 yrs + 50 yrs

Cost : US$3.5 billion
Opening date : 12 Sept 2005
Company : Hong Kong International Theme Parks Pte Ltd
Ownership: Government 57%, Disney 43%
Visitorship forecast: 5, 6 million (first year)
Job creation: 11400 construction jobs
5000 on opening day
Economic US$19 billion (over 40 years)

contribution:

Source: Business Times, Singapore, Bloomberg

HONG KONG DISNEYLAND HAS CREATED A REVITALISATION O F THE
ENTERTAINMENT INDUSTRY IN THE ASIAN REGION

The main agents of development are :
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a. Public Sector . Central Government, Local authorities,
Development Corporations

b. Private Sector . Private Companies, Public Listed
Companies Developers who use Leisure as
part of mixed use developments.

C. Not-for-profit Sector: National bodies such as the Heritage
Societies, Local trusts.

The motivation for development can come from the following:

a. Education and the understanding of science and technology;
b. To provide leisure facilities for the community;
C. To improve the image of the country;
d. As a tool for urban regeneration or economic development.
e. As a new component for lifestyle improvement.
Fast Facts
Attendence in 2004 at top 50 parks across the world was on
average up 2.2% from 2003 to 252.4 million. Top 50 _ North American
Parks posted a 4% increase to 169.1 million in the corresponding
period. Admissions to the World’s major leisure at tractions :
2004 2003
1. Magic Kingdom (WDW) 15.1m 14.0m (1)
2. Disneyland 134 m 12.7m (3)
3. Tokyo Disneyland 13.2m 13.2m (2)
4. Tokyo Disneysea 12.2m 12.2m (4)
5. Disneyland Paris 10.2m 10.2 m (5)
6. Universal Japan 9.9 m 8.8 m (6)
7. EPCOT (WDW) 94m 8.6 m (8)
8. Disney-MGM (WDW) 82m 7.8 m (10)
9. Lotte World (S.Korea) 8.0m 8.5m (9)
10. Disney Animal Kingdom 7.8m 7.3 m (11)
Some regional comparisons
Japan
Tokyo Disneyland 13 million visits
Disney Sea 12 million visits
Universal Studios, Japan 8 million visits
Hong Kong
Ocean Park 3.4 million visits
Australia
Warner Brothers Movieworld 1.4 million
Sea World 1.3 million




Dreamworld

Thailand

Safari World
FantaSea
Dreamworld
Siam Park City

Indonesia
Dunia Fantasi

Malaysia
Sunway Lagoon

Mines Resort

A Famosa

Genting (Ride Park)
Berjaya Times Square

Singapore
Sentosa

Singapore Zoo

Night Safari

Jurong Bird Park

Escape Theme Park

Snow City

Singapore Science Centre
Singapore Discovery Centre

Source: ERA/ Amusement Business

1.1 million

1.4 million
1.0 million
0.75 million
1.8 million

2.8 million

1.8 million
0.3 million
n.a.
13 million
n.a

5.1 million
1.4 million
1.0 million
0.9 million
0.6 million
0.25 million
0.52 million
0.4 million
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Similar to any development project, the development of leisure attractions
will commence with a feasibility study which will necessitate the collection

of the following information:

a. Environmental base data
- Topography analysis
- Boundary analysis
- Surrounding land use analysis
- Circulation analysis
- Subterranean condition
- Vegetations
- Drainage/Flood Plane
- Utilities/Infrastructure on and off site
- Vicinity base plan
- Site Photographs

b. Regulatory requirements
- Planning and Zoning regulations
- Development Standards
- Conservation requirements

C. Marketing parameters
- Demographics
- Phasing Goals



EAST FACTS
SENTOSA — SETTING THE PACE

The Sentosa Resort in Singapore is owned and managed by the
Sentosa Leisure Group. For more than 33 years the resort has seen
transformation from a military backwater into a signature top-of-the-mind
tourism and lifestyle destination.

The last major transformation commenced in 2002 when the
implementations of its latest S$10b master plan commenced. The
master plan aims to create a tourism destination of choice combining the
various facets to entertainment, food and beverage, retail, golf and
lifestyle housing.

THE PALAWAN BEACH REDEVELOPMENT ON SENTOSA

Central to the development is the implementation of the S$140 million
state of the art monorail system that will seamlessly connect the national
grid railway to Sentosa.

More than S$2 billion had already been invested by both the public and
private sectors on Sentosa in a vide variety of hotels, beach pubs,
attractions upgrading, lifestyle housing on Sentosa Cove.

The feather in the cap will be the billion dollar Integrated Family Resort
that will also be located on Sentosa. This will complement and add a
different experience to Sentosa.

12



d.

Reinvention is the central theme to the developments on Sentosa
where this has seen the introduction of new attractions such as the
Skytower, Sentosa Luge, Sentosa 4D, Siloso Beach Hub, Coasts, KM8,
Palawan Beach Hub, Siloso Point, Imbiah Lookout and many more.

Market Place Statistics
- Resident Market

- Ethnicity

- Age

- Income

- Tourist Market

- Climate

- School terms

- Vacation trends

- Work habits

- Consumer prices

- Household size

- Household ownership of entertainment goods

FAST FACTS

Asian Entertainment Culture

Ethics revolve around family recreation. The rapid increase in leisure
spending and travel has created a greater number of holiday periods
throughout the year. Asians place a high value on branded
entertainment merchandise. With technological advancements there is
also a big shift to passive recreation such as online gaming which is
keeping more people at home or static. This will pose a big challenge to
leisure attractions.

13
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e. Competitor analysis of other leisure attractions
- Admission prices by category
- Annual attendance
- Monthly attendance
- Peak weekly attendance
- Attendance by day of the week for a typical busy week
- Arrival pattern by hour for a typical busy day
- Tourist/Resident mix
- Adult/Child mix
- Operating season
- Operating hours
- Press kit
- Annual report
- Visitor spending data
- Length of stay
- Modal split

FAST FACTS

US Amusement/Theme Parks: Attendance and Revenues

America has approximately 600 parks and attractions. The attendance
and revenues for the last 5 years are:

Year Attendance Revenue
1999 309 million $9.1 billion
2000 317 million $9.6 billion
2001 319 million $9.6 billion
2002 324 million $9.9 billion
2003 322 million $10.3 billion

Source: Amusement Business

While all this is done at great expense through consultants, feasibility
studies are generally difficult to undertake accurately for leisure attractions
for the following reasons :

a. By the time the attraction is to open, there are major changes in
consumer behaviour and tastes. Or as is the case currently,
geopolitical turmoils can cause a shift in spending away from
leisure.

b. No two attractions are the same. Therefore it is difficult to compare
performances to enable decisions to be made whether a new
attraction will succeed based on the performance of an existing
successful attraction.
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C. Assumptions made on base data such as interest rates, building
costs, human resource management costs may be out of date
because the gestation periods are too long for leisure attractions.

d. Public Sector leisure attractions may have non-profit objectives
which may blur the criteria against which to measure the potential
performance of a proposed attraction.

FAST FACTS

Impact of Hong Kong Disneyland:
The region that will be impacted will include Hong Kong, the Pearl
River Delta region, Southeast Asia and Australiasia.
Quality and Standard of theme park products: market education will
improve and this will either diminish poor competing products or
raise the standards of existing products to compete.
Market penetration: The marketing strength of Disney will penetrate
deep into the population of the region raising awareness of theme
park products.
Positioning: The Disney product will change the demographics of
park attendance. Greater family tourism will be generated.
Price positioning: Product value for money will be the mainstay led
by the Disney Park. Other Parks will have to shape up to this.
Expansionary activities: The Disney investment will be a catalyst to
reinvestment in Leisure products in the region. There is a growing
trend to differentiate with Disney.

THE TOPPING UP CEREMONY : DISNEYLAND CASTLE HONG KO NG



16

When considering the development of a leisure attraction, due consideration
must be given to the factors that influence the success of the visitor attractions
such as:

a. The Organisation and its Resources :
- The experience of the organisation in developing and managing
attractions
A human resource team with the skills and knowledge to run
leisure attractions
Accessibility to financial resources.

b. The Product :

- The possession of a novel idea or a unique approach. This is
critical in a highly competitive market.
Location of the product which will determine its catchment area
locality within existing tourism areas and accessibility.
The degree of variety of on-site attractions.
The variety of the special events.
The type of environment.
The degree and level of customer service.
The value-for-money factor.
The range of visitor services.

EAST FACTS
THE MACAU FACTOR — A REBORN DESTINATION

COTAI STRIP MACAU : MAIN FOCUS OF
DEVELOPMENT IN MACAU

Macau is fast emerging as an alternate playground for China, India
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and rest of Asia.

Fast emerging as the bustling entertainment capital of Asia.

12 new hotels, 3 new resort casinos, 2 new theme parks, a
convention centre and a stadium under construction.

Tourist arrivals up 44% in 2004.

Deregulation changed the economic scenario.

Gaming tourism is the mainstay: 1200 gambling tables in Macau
today (compared to 400 in Malaysia and 1100 in all of Australasia)
and by 2007 it will be 2400.

2004 gaming revenue was US$5.1 billion compared to Las Vegas's
US$5.4 billion. 2005 expects gaming revenues to be US$5.8 billion.
Net revenues per table in Macau are 2 times that of Las Vegas and
Atlantic City in the USA.

Las Vegas gaming investors are already in Macau ie: Steve Wynn
and Sheldon Adelson.

Singapore and Thailand are considering a casino component.
South Korea is considering liberasing its own casino laws.

Source: The Edge Business Weekly.

FISHERMAN'S WHARF MACAU — ONE OF THE LATEST DEVELOP MENTS
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COTAI STRIP MACAU : MAIN FOCUS OF DEVELOPMENT IN MA CAU

C. The Mar

The target market must be a growth market

The characteristics of the market must be inclined to a higher
spend on leisure.

Market Criteria for a leisure attraction

° Large residential population in close proximity

° Young population

° Upper and Middle Class families

° Strong, growing economy

° Regional transportation infrastructure

° Large numbers of domestic and international tourists
° Stable business and social climate

° “Entertainment Culture”.

EAST FACTS
Electronic Games : Friend or Foe

Video games outsold film tickets in the USA raking in US$10.0 billion
compared to US$9.3 billion movie box office sales. Adult players are
discovering that playing games is more than entertainment — it helps
them bridge the generation gap with their kids. Electronic gaming leisure
is catching up on active leisure. So it is a major competitor to leisure
time spent at theme parks and attractions. Theme park and leisure
attraction developers need to rethink the need for the electronic games
or related leisure in their parks.

Source: AWSJ
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d. The Management of the leisure attraction :

- The need for experienced professional managers

- The marketing effort
° Giving adequate attention to market research
° Taking long-term strategic views
° Recognising the different target market segments
° Recognising the need for niche marketing

- Ability to assess competitors rapidly

- Carry out internal portfolio performance measurement.

Getting the conceptual development right is only a third of the equation.
There is then the question of obtaining adequate and the right type of
financing for the project. This is a bigger task as it involves convincing
financiers that the project is viable.

FAST FACTS
FUN IN THE MALL — Competing for the entertainment/leisure dollar

Entertainment is become a bigger part of the mall.

Malls keep increasing the amount of space devoted to non-
shopping function.

Entertainment in malls also prolongs the stay by solving the central
problem of group shopping.

Connection between entertainment and increased spending in
malls is not iron clad.

Surveys have found that the overall perceived entertainment value
of a mall is unrelated to the amount of time people devote to
shopping.

Source: Call of the Mall: Paco Underhill.

FINANCING LEISURE ATTRACTION PROJECTS

Leisure attractions are viewed critically by funding agencies when
requests for project financing are made. This is simply because there is
the great unknown factor of how successful the leisure product will be.

The key investment issues for leisure attractions favour :

- A critical mass of experience

- Good location within sufficient tourism infrastruc ture

- Large local market

- Apparent income and capital growth

- Operators with established track record and strong balance
sheets

- Operator’s high level of equity in project

- Operating agreements that align interest of operat  or with
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investors

- Moderate gearing with hedging

- Listed structure
- Investment tax incentives.

K

a.

b.

C.

d.

FAST FACTS
Investment costs of leisure attractions (US standar ds) in US$million

Seasonal Fairs : (equipment only) $1mto $7m
Family Entertainment Centers $2m to $20m
Waterparks $10m to $40m
Small amusement parks $10m to $100m
Urban Entertainment Centres $20m to $80m

Major Branded Amusement Parks $150m to $350m
Mega Theme Parks/Movie Parks $1000m >

Source : ERA

ey lending issues for banks are as follows :

The project :
- Location

- Accessibility

- Market

- Critical mass of experience

- Diversification of experience

- Exclusive and valuable intellectual property.

The Consortium members :

- Big balance sheets

- Experienced developers with diverse cash flow sources
- Experienced operators

- Technology and Information Personnel Support

- Sensitivity to local market

- Understanding of local development environment.

The Operator relationship :

- Remuneration based on performance
Equity preferred over passive management agreement
Licence/Franchise agreement should include only reasonable
ongoing costs
Sensitivity to local environment operating and regulatory
conditions
Identification of key people who will continue to contribute to
ongoing project.

Debt Structure :
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Construction debt

Multiple tranches of operating debt with fixed amortisation
Mixture of interest only period and principle and interest.
Long term debt consistent with asset life cycle.

e. Financial Ratios :
Gearing 40 - 50%
Interest margin 1% - 3%
Interest cover 1% - 4 times
Project IRR 20% plus

f. Exit Strategies :
Loan amortization
Put option or corporate guarantee
Public vehicle for access to capital

FAST FACTS

Risks in Development

In Asia, there is limited international financing and expertise and coupled
with the regional and international risks for leisure attractions, deeper
assessments will have to be made with regard to investments in
attractions.  Construction quality has to be well controlled and
maintenance procedures strictly adhered to. Some regulations regarding
attractions need to be re-evaluated. Intellectual property rights are still
being tested especially in China. Another adverse characteristic is that
there is generally a lack of reinvestment and product renewal. A lot of
mega leisure development has goverrent infrastructure investments to
provide the catalystic framework for investments to roll in. Government
supporting contributions as a percentage of total development costs can
range from 20% to 80% depending on the size of the project.

There are numerous problems of attracting financing for leisure
attraction
projects :

Attraction projects are seen to be a high risk investment

Attraction sites are highly specialised and inflexible so that if an
attraction failed, it would be very difficult to find a buyer.

Rapid changes in consumer preferences and the resultant
shortening of the attraction’s product life cycle will have high
start up costs and will also need regular expensive new
developments to maintain competitiveness.

Shortening life cycle means payback period for investment can
be short, such as three to four years. This puts great pressure
on the attraction to generate high annual profits.



EAST FACTS

DUBAI- A MAJOR TRANSFORMATION

Dubai started as a small fishing village. It became an important trading
point for Indian and Iranian traders. As a British protectorate until 1972,
trade grew. Oil was discovered in 1966 which immediately transformed
the Emirate. Dubai has constantly been building up its international
standard infrastructure for tourism and real estate. Today Dubai is the
third most important re-exporter in the world after Hong Kong and
Singapore. The population is about 1 milion with 75% of them
expatriates.

The Ruler of Dubai has realised that oil reserves will not last forever and
therefore set out to reposition Dubai as a multifaceted international
destination city that is capable to be the lifestyle capital of the world.

Numerous mega developments are taking place with resorts such as the
Burj Al Arab, Jumeriah Beach Resort, The Palm developments, The
World, Jumeriah Islands Themed Residential Communities, Themed
Mega Retail Developments by numerous public and privately owned
companies such as Nakheel, Emaar Properties, Damac Properties and
Saba Real Estate.

THE BURJ AL ARAB TH E WORLD

Dubai has its own challenges which are surfacing as developments take
place. Firstly the frenzied pace of development is outstripping demand
and it is now a fact that not all developments are being snapped up as
before. Also there is the issue of the land law gradually being developed
to ensure that property owners have some sense of security with their
properties.

The upside to what is happening in Dubai is that it is in the mid point
between Europe and Asia and it stands to tap on the ability to attract the
European based tourists before they go to Asia.

Therefore Dubai poses a serious challenge to Asia in terms of this ability
to tap on the vast pool of high yielding European tourists. In fact the real
estate boom has been due to the attractiveness of a booming Dubai real
estate market and its proximity to Europe

22
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THE PLAM JUMERIAH IN DUBAI SETTING A NEW STANDARD

We see yet again that the world of leisure attractions is highly complex. In
a highly competitive and volatile economic environment, attractions that
are under capitalised and with the lack of funds to regularly update and
relaunch themselves will usually be the attractions that fail. Failure to
prevent failure is not forgiveable. To prevent this, prudent financial
management must prevail from the onset.

FINANCIAL MANAGEMENT OF LEISURE ATTRACTIONS

The core of all corporate strategy for leisure attractions is financial
management. Financial management is related to and is concerned with
ensuring funds are available to permit the attraction to function on a daily
basis. Financial management covers Financial Planning, Financial

Control, Management Accounting, Cost Accounting and Financial

Reporting .

To improve the quality of decision making, the attraction managers must
monitor financial performance of parts of the attraction rather than the
total operation. Therefore the concept of breaking up the attraction into
cost centres _and profit centres _ must be employed.
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In financial management, budgeting is a core activity. However there are
problems with budgeting for leisure attractions :

Practice of basing budgets on historical performance is not useful.
The attractions business is rapidly changing. Budgeting exercises
should be based on zero-based strategy.

In a volatile market the forecasting of items such as admission income
is difficult.

There are numerous factors that are outside the control of the
operation such as legislation which may reduce the size of the market,
environmental conditions which may retard tourism arrivals or the
breakdown of plant and machinery.

FAST FACTS

ECONOMIC IMPACTS OF LEISURE DESTINATIONS
The multiplier effect — contribution to the GDP
Net incremental expenditure associated with the construction of the
destination.
Impact from the visitation induced by the destination.
Visitor spending impact thru increased visitor nights and other
consumer spend.
Increased visitor stay in the destination.
Decrease in outbound leisure travellers due to the availability of the
new destination at home.
Retained expenditure from outbound leisure travellers.
The economic multiplier will depend on “leakage” which is how
much money received at the destination is subsequently spent for
goods and services outside the impacted area.

Source: Various articles, Walt's Revolution by the Numbers: Harrison
“Buzz” Price.

In prudent financial management, good information systems allow for
performance monitoring through performance indicators. Some of the
more common indicators used are :

Payroll Cost x 100% = Ratio of payroll cost to revenue
Revenue Generated generated

Income from profit centre
Staff involved

Profit contribution per staff

Net operating expenditure = Expenditure per visitor
Number of visitors
Net cost of marketing = Marketing cost per visitor

Number of visitors

Admission Income x100% = Ratio of income to cost
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Total operating cost

Total Visitor Expenditure = Visitor spend per head
Total Visitor Numbers

Income X 100%
Operating Expenditure

Recovery Rate

Individual profit centre income as a
fraction of total attraction income
Individual cost centre expenditure

as a fraction of total attraction expenditure.

(Where the profit and cost centres are one and the same part of the
attraction, if the top fraction is higher than the lower, the centre is
performing well and vice versa).

THE LEISURE ATTRACTIONS PRODUCT LIFE CYCLE

Leisure attractions which are man-made have to be continuously
evaluated in terms of its product life cycle.

Large attractions reach the maximum number of visitors relatively quickly
in their life span. This is because these large attractions often have to pay
back their capital costs over a relatively short period for two reasons :

it's difficult to borrow money for attraction prod ucts over a long
period because they are seen as high risk investmen  ts

the life cycle is relatively short, therefore iti s important that most
of the original capital cost is paid before expensi ve relaunches
are done. If constant relauching does not take pla ce the
attraction goes into steady decline.

With increased competition and sophistication of customers, the life cycle
of purpose-built attractions is getting shorter. The period between
introduction and relaunch can be as short as two years.

EAST FACTS
EMERGING FUTURE PRODUCT RENEWAL IN ASIA

Destination attractions are associating with other sectors of
business eg. attractions associated with corporate brand
development.

Leisure developments are being used to kick start regeneration of
urban areas and tourism economies in locations where cheaper
resources exist.

Shopping and _entertainment_will be fully integrated with the
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attractions.
Increasing investment appeal of leisure developments will attract
fresh funding hence more professional management.

Source: Managing Visitor Attractions — New Directions: Terry Stevens

OCEAN PARK HONG KONG IS PROPOSING TO UNDERGO A US$7 00

MILLION REVAMP

The life cycle of an attraction is also closely related to the life cycle of the
area as a tourist destination and the stage it has reached in its life cycle
as a destination.

Attractions can stimulate the onset of the growth stage in the development
of the destination but it can also cause and suffer from the decline stage
of a destination’s life cycle.

Developers of leisure attractions in the region tend to have less regard to
product renewal of the components that make up the attraction. This
probably due to the fact that the attraction usually forms part of a larger
real estate play. Therefore, when product renewal is not taken into
account at the onset of the development which means financing does not
consider it, then the attraction will face a funding crunch and eventually a
decline. Part of the larger prudent financial management strategy is to
keep a sinking fund from the onset to meet the cost of product renewal.

MARKETING LEISURE ATTRACTIONS : “IT'S THE SHOW NOT THE
BUILDING THAT COUNTS"!
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Leisure attractions are fundamentally a service product and therefore their
marketing needs to be organised in terms of the fact that they are service
organisations in general and tourism organisations specifically.
The key factors in leisure attraction marketing are :
a. Marketlng objectives are very varied
Private Sector : Profit, increased market share, expanding product
portfolio, satlsfactory rate of return.

Public Sector : widening leisure opportunities, encouraging public
participation.

Not-for-Profit Sector : Plough back monies earned to sustain
activities such as conservation.

b. Attractions are marketed by others as well as themselves.

c. The level of competition varies dramatically between types of
attractions.

d. The leisure attractions market is volatile and fashion led.

e. Many key factors in the visitor experience are outside the control of the
operators eg. the weather.

f. Visitor usage rates vary dramatically.

g. Attractions tend to have high fixed costs. This has implications for
marketing and particularly sales and promotions.

h. Many small attractions have small marketing budgets and no specialist
marketing staff.

EAST FACTS

Branding

There has been massive application of Branding entertainment
properties in recent years. The value of a brand name for leisure
attractions cannot be understated. The perceived quality of the
experience is assured when the critical mass of food, entertainment,
experience and retail is composed of a mix of successful, worldwide
recognised brands. Warner, Nike, Planet Hollywood, Hard Rock, Sega,
Disney, Imax, Jurassic park, Terminator, Aliens are Brands that excite
customers and provide a level of quality of the experience one can count
on. The value of building your entertainment experience on Brand Name
Products far exceeds whatever the actual cost may be.
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It is pertinent in the marketing of leisure attractions that an assessment is
made in terms of where the attraction is in relation to the product life
cycle:
Type of customers are different at different stages in the product life
cycle. This means that the marketing media used will have to be
different at each stage.
Organisations need to realise at some point that they need to relaunch
their product as this is a major exercise in product development that will
require significant investment over and above normal cost of marketing.

Marketing of leisure attractions is not a homogenous activity as its nature
varies between different types of attractions and from one organisation to
another.

FAST FACTS

Theming

For attractions, theming offers both advantages and challenges. The
advantage is that it allows for a total and fulfilling visitor experience that
engages all the senses and caters for different levels of activity. The
challenge for leisure attractions is to maintain a high level of interest and
novelty. New products are major components of success and such
products must be introduced within a themed framework.

THEMING IS THE FOCUS OF MOST ENTERTAINMENT PRODUCTS

The marketing of leisure attractions is expected to change dramatically in
response to changes in the business environment :

The nature of the attraction product will change with information
technology evolution.

Demographic changes will steer the market. Older age groups may
grow in numbers and attractions may need to cater for this age group.
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Also the concern with green issues may have a real impact on
attractions.

Choice of media may be influenced by technology eg. internet
marketing, web pages etc.

Changes in law relating to consumer protection will be relevant to
attractions.

Political factors with geopolitical factors influence attractions.

Change in the nature of competition from other attractions and other
uses of leisure time and disposable income.

Marketing of leisure attractions will also be influenced by changes in
marketing and management theory. Attractions may try to seek
competitive advantage by selling themselves on the basis of “value
monopolies” where they sell their ethics and values as integral parts of the
product.

Another marketing issue is the question of sponsorships. Can a leisure
attraction survive without sponsorships? Yes, it can but it is becoming
difficult. There is a continuous need for tasteful commercialisation of the
leisure attraction.

Aspects to consider from a sponsorship angle when developing leisure
attractions are :

Is the theme of the attraction attractive to companies marketing
consumer products?

Do individual attractions lend themselves to particular sponsorship
categories.

Can ‘tasteful branding’ be incorporated into the design of the
park/attraction.

The park/attraction should be designed to incorporate effective
sponsor signage.

Merchandise and catering delivery systems should be developed so
that exclusive rights can be sold to for example an official soft drink,
ice cream or official film.

FAST FACTS

Iconography

New generation leisure seekers are looking for Icons in addition to

Branding. They want an experience comprised of well-known, exciting,

proven marketable icons. Physical icons, graphic icons, celebrity icons,
| high technology and_intellectual property icons give an_attraction a
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unique personality. Examples of successful iconography attractions is
T2/3D which features Arnold Schwarzenegger on the BILLBOARDS.

ICON AFFINITY IS RELATED TO MOVIE AND ENTERTAINMENT MEDIA

Leisure attractions can offer some typical sponsorship benefits such as :

Category exclusivity and the ability to lock out competitors
Exclusive product sales/displays/sampling

Signage

Use of the attraction’s logo in advertising

Ride naming or presenting rights

Use of park for hospitality/promotions

Complimentary passes, with priority seating

Logos on printed materials

First right to extend sponsorship to other group parks
Sponsor logo exposure on the attraction’s web page.

8. MANAGING CHANGE AND PLANNING FOR THE FUTURE

There are a number of changing circumstances that can make managers
feel that they must make changes to their attractions :
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Changes in consumer behaviour ie. growing interest in green issues,
animal welfare, healthy eating and the desire to learn or experience
something new.

New legislation and regulations that affect the operations.
Deterioration in the economy resulting in declining visitations.
Demographic changes which threaten to reduce the size of the
market.

Geopolitical and security issues.

Reduction in visitor numbers and hence income.

Poor performance by marketing intermediaries or suppliers

The actions of competitors

EAST FACTS
TRENDS AFFECTING ENTERTAINMENT AND LEISURE

Technology is decentralising the distribution of arts and
entertainment.

Digital Broadcasting — it is bringing superior quality to the home.
Digital Hollywood — theatre owners and film producers will benefit
because digital “actors” and “film sets” will replace real ones.
Pirates of the Internet — what happened to the music industry may
happen to the film industry when digitisation is widespread, people
can download movies and watch movies without leaving their
seats.

Respectable video games — studies are showing that action video
games are improving visual attention skills. This can lead to the
“respectable” utilization of video games.

Safe Thrill Seeking — People are being drawn to bigger thrills but
are seeking greater safety.

Web Lit — writing that is created, distributed and read on
computers.

Source:100 Best Trends 2005 Entertainment, George Ochoa and
Melinda Corey.

Opinions of key ‘stakeholders’ such as major investors in the case of
private attractions.
Complaints from existing customers.

Four things have to be taken into account when considering the
implications of the above factors :

The likely scale of the changes in the business environment.
The aspects of the attractions that will be most affected by the factors.

What aspects of the attraction need to be changed in response to the
factors.

The cost of the changes and the time scale for their implementation.
Le|sure attraction managers must continuously look ahead and plan. In
this sector of tourism where the business environment is constantly
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changing, competition is fierce and the lead time for new developments is
long, future planning is essential but difficult.

For most leisure attractions, future planning involves dealing with a
mixture of predictable certainties, foreseeable probabilities, possible
events and unforeseen eventualities.

Every attraction, no matter how well built, will need refurbishment in
response to changes in the market and this will depend on the following :

How well built the attraction was in the first place.

How quickly or slowly the attraction’s fabric deteriorates under normal
conditions.

The level of maintenance.

Visitor numbers and the nature of the visitors.

The strategic plan for leisure attractions should include ideas on how to
prevent the full onset of the decline stage or what form a relaunch will
take.

In terms of the attractions product, it will without doubt become more
sophisticated and technology based. The distinctions between different
types of attractions will become blurred.

The attractions market will increasingly be made up of distinct niche
markets based on shared lifestyles, opinions and attitudes.

While the attractions sector continues to be dynamic, one fact will remain
true: namely that leisure attractions are the nuclei of the whole tourism
market. Without attractions, there will be no tourism industry. It is
therefore vital for the future of tourism as a whole that it is clearly
understood how attractions should be developed, managed and
marketed.

GURJIT SINGH August 2005

Note :

The views and opinions reflected in this paper are the views and opinions of the author and do
not necessarily reflect the views and opinions of Sentosa Leisure Group.

No part of this paper may be reproduced in any material form (including photocopying or storing
in any medium by electronic means and whether or not transiently or incidentally to some other
use of this paper) without the written permission of the copyright holder.
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