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Moon Travel is a travel agency primarily selling air tickets, hotel rooms and holidays in
Finland. The company has recently been growing, which consequently arises the need
of internationalizing its operations beyond Finland. As a result, Moon Travel is consid-
ering expanding into the Estonian market and is planning to participate in the Tourest
travel trade fair in Estonia. The idea is to visualize the company as a promising travel
agency in front of potential customers and business partners in that particular market.
However, the company is uncertain whether participating in Tourest would be finan-
cially worth the effort.

Addressing the stated problem, the author researched the financial management per-
spective of attending the Tourest travel trade fair for Moon Travel. The author mainly
focused on three important financial management issues of Tourest, namely, the as-
sessment of the strategic planning process based on internal and external factors; the
budget development process; and the measurement of the quantitative and qualitative
outcomes.

The author used a wide range of rich academic sources in order to find appropriate
theories and models for this thesis. The author also conducted several interviews in
order to find solutions for the stated problem. As the study is a pre-analysis of attend-
ing Tourest, the author presented most of the findings based on projections. The au-
thor used well-reasoned estimations and applied sensitivity analysis in order to show
different views of possible outcomes. The whole process has been carried out based on
educated guesswork and logical thinking. Last but not least, the author presented sev-
eral implications and provided clear recommendations in order for Moon Travel to
understand the financial management perspective of attending the Tourest travel trade
fair in Estonia.
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1 Introduction

Moon Travel Oy is a travel agency primarily selling airline tickets, holidays and hotel
rooms to its customers. The company is positively growing in the recent years. Conse-
quently, there has emerged a need of attracting new customer base internationally while
retaining the domestic ones. As part of the growth strategy, the company feels that it
should participate in the international travel trade fair to discover new business oppot-
tunities in terms of attracting new customer base and finding potential business part-
ners. Therefore, the company plans to participate in the international Tourest travel
trade fair in Tallinn, Estonia. It is a travel trade fair organized by Estonian Travel and
Tourism Association; and Estonian Tourist Board every year. However, Moon Travel
doesn’t have any research based information whether attending Tourest would be a
strategic decision for the company; and what process and method it should use to effi-

ciently develop the budget and measure the success of that trade fair.

Addressing the stated problem, this author aims to research the financial management
perspective of attending Tourest for Moon Travel Oy. More precisely, it is a pre-study
of Tourest travel trade fair participation, which primarily provides financial processes
and guidelines for taking strategic decisions for the case company. This is a research
based thesis. The author conducted a number of interviews with professionals in rele-
vant fields and used rich academic materials to support the arguments. As the final
outcomes, the author presents the findings; provides recommendations; and discusses
the shortcomings and the potential future developments of this thesis. Thus, the thesis
will help Moon Travel to understand the Tourest travel trade fair participation from
the financial management point of view and to take educated decisions regarding in-

vesting in the Tourest.



1.1 Research topic

The research topic of the thesis is “Financial management perspective of participating
Tourest travel trade fair in Estonia. Case: Moon Travel Oy”. The author researches the

problem based on 3 investigative questions and they are:

a.  What kind of audit does Moon Travel need to undertake while planning for
Tourest in Estonia?

b. How can Moon Travel effectively develop the budget for Tourest travel trade
fair?

c. What methods should Moon Travel apply in order to measure the outcomes of

Tourest travel trade fair?

The author addresses the abovementioned investigative questions as to research the
financial management perspective of attending Tourest travel trade fair in Estonia. The
first research question assesses different external and internal factors that are essential
to consider while planning for Tourest travel trade fair. Then, there is second research
question which introduces a process along with other important factors in order to
effectively develop the budget. In practice, it helps Moon Travel to estimate costs, rev-
enues and break-even for the event. Finally, the third research question suggests some
useful methods that will help Moon Travel to effectively measure the outcomes of par-

ticipating in the Tourest travel trade fair.

1.2 Research scope

The research scope of the thesis has carefully been defined in order to keep its focus
and to serve the purpose. For example, the topic is based on Moon Travel’s business
need. The travel trade fair and the organizing country are also clearly defined i.e.
Tourest in Estonia. In addition, participating in a travel trade fair can be analyzed from
different perspectives e.g. strategic perspective, marketing perspective, management
perspective and so forth. Being a financial management student, the author intends to

analyze the Tourest travel trade fair attendance from the financial management point



of view. Thus, the author ascertains that the thesis topic is propetly demarcated and

also has a clear research scope.

1.3 Key concepts

Key concepts are indispensable to help readers clarify different terminologies and un-
derstand what the thesis is all about. This subchapter briefly defines the key concepts
that are used throughout the thesis. The key concepts are discussed more thoroughly in

the theoretical framework chapter.

Travel trade fair: Travel trade fair represents a place where travel professionals and
potential customers meet face to face and develop a potentially advantageous relation.
It offers unlimited opportunities to promote and sale the company’s special destination

or special product. (Mihai 2010, 1025.)

Financial management: Financial management is defined as decisions that concern
the sourcing, planning, allocation, monitoring and evaluation of the money resource.
The management of event finance is a process, a series of steps that starts with fore-
casting and setting up to monitor the event finances. (Allen, O’Toole, Harris &

McDonnell 2008, 199-200.)

Budgeting process: A budget can be described as a quantified statement of plans
which is expressed in numerical terms. The budget process includes costing and esti-

mating income and allocating financial resources. (Allen et al. 2008, 204.)

Breakeven point: Breakeven point is the sales level at which operating income is zero.
Breakeven point (BEP) can be used as a benchmark where sales below it result in loss

and sales above this point are considered as a profit. (Braun, Tietz & Harrison 2010,

368.)

Sensitivity analysis: Sensitivity analysis is a ‘what-if” technique that asks what results
will be if actual prices or costs change or if underlying assumptions such as sales mix

changes (Braun, Tietz & Harrison 2010, 376).



Return on investment (ROI): Return on investment is the measure of the financial
return for investment in the event (Allen et al. 2008, 202). It measures the amount of

income an investment center earns relative to the size of its assets (Braun, Tietz & Har-

rison 2010, 632).

1.4 Case company introduction

Moon travel is an IATA accredited travel agency. It is situated at Himeentie 1 in Hel-
sinki. The company started its operations in June 2004. The main product of Moon
Travel is to sell holidays and airline tickets on behalf of different airline companies.
The company also sells hotel accommodations depending on the need of customers.
For instance, customers who travel to their home countries buy only the airline tickets.
On the other hand, customers who travel for vacation or business purpose sometimes

buy hotel accommodations in addition to their airline tickets.

About the current situation, Moon Travel has achieved a strong business reputation
with many loyal customers. In general, the company has been doing quite well in terms
of its revenues and growth. For example, the company has recently acquired a compa-
ny named My Jet, which used to be a competitor of Moon Travel previously. It has
also received twice the best seller award in Finland on behalf of Turkish Aitlines,

which is considered as a big milestone for the company.

1.5 Benefits to the case company

Moon Travel Oy is the main beneficiary of this thesis. In the following, the author dis-

cusses how the final outcomes of this thesis will benefit the case company:

—  Moon Travel will particularly understand the benefits of being at Tourest.

— The case company will learn about different internal and external factors that
influence the strategic plan development.

— Moon Travel will understand the budgeting process for Tourest in details; espe-

cially in terms of estimating costs, revenues and breakeven for the event.



The company will comprehend how changes in the cost structure affect the
breakeven in revenues.

The company will learn different methods for evaluating the outcomes. More
precisely, it will be introduced with several scenarios for doing profit sensitivity
analysis and measuring the return on investment (ROI) of Tourest.

Not all the benefits are quantitative or immediately realized. With the help of
this thesis, the case company will also realize the method of measuring objective
based return, which it can simultaneously achieve by attending Tourest.

Overall, the case company can consider this study as a guide or benchmark for

any future travel trade fair attendance.



2 Theoretical framework

“Leading companies understand that better financial performance comes from devel-
oping and executing good competitive strategies.” (Neely, Bourne & Adams 2003, 27.)
In twenty first century, the way of doing business has radically been changed with the
pace of globalization. The success of a business is no more confined to having great
products or services. Having better financial management has prevailed in many cases.
In many industries, trade fair is considered as one of the most indispensable means of
promotion. Travel and tourism industry is certainly one of those. Attending travel
trade fair allows a company to get potential business partners and clients under the
same umbrella which alternatively helps increase new venture and hence profitability

for the company.

In sub-chapter 1.1, the author mentioned the research topic and relevant investigative
questions of this thesis. In chapter 2, the author introduces the theoretical framework
that will help the readers to understand the thesis development process more effective-
ly. As part of it, the author divided the whole theoretical framework based on the in-
vestigative questions and presented the relevant theories under each of them. The the-

oretical framework of this thesis is presented in Figure 1.



MT planning to

attend Tourest in
Estonia

MT decided but is not sure about the whole process. This
problem gives the need to conduct this research

Financial Management Perspective |

Focus point: The author only researches
the financial management perspective
from exhibitor's point of view

1Q 1: What kind of audit
does Moon Travel need to
undertake while planning

for Tourest in Estonia?

1Q 3: What methods should
Moon Travel apply in order

1Q 2: How can Moon Travel
effectively develop the
budget for Tourest travel
trade fair?

to measure the outcomes of
Tourest travel trade fair?

Audit of strategic Budget development Post-event evaluation
planning process process method

Figure 1. Theoretical framework of the thesis research process

2.1 'Travel trade fair

Trade fair is an event where different types of businesses from the similar or compli-
mentary industry participate in order to exhibit their services to prospective clients. As
Mihai (2010, 1025) states, “Travel fairs offer unlimited opportunities to promote and
sale the company’s special destination or special product. It represents a place where
travel professionals and potential customers meet face to face and develop a potentially
advantageous relation.” Mihai (2010, 1025-1026) defines the benefits of attending trav-

el trade fair as follows:

— Create awareness of products/services with potential buyers.
— Evaluate the competitors.

— Research for demand.

— Generating sales.

— Enhancing the image of the company.

— Reach of a specific targeted public.



— Establishing a strong market presence.

— Distribution of brochures, catalogues, promotion objects.

— Enhancing marketing policies.

— Meeting face to face the customers, competitors and distributors.

— Evaluation of potential or new competitors/customerts.

— Demonstrating products in ways not possible using other marketing channels.
— Recruiting new distributors.

— Education and information for targeted customers.

A company may not justify the revenues immediately after attending a travel trade fair
but it can establish contacts, for example, which may bring new business opportunities
and revenues in the future. Even a company can face to face meet its potential cus-
tomers or business partners which would otherwise not be possible without attending a
travel trade fair. (Mihai 2010, 1025-1026.) In many industries, competitions are unim-
aginably high and companies are forced to attend trade fair because their competitors
are there. Thus, blocking the competition is another reason to participate in travel
trade fair which may alternatively boost the financial performance for the companies.

(Fenich 2005, 460.)

2.2 Audit of strategic planning process

An organization needs to identify a purpose to its existence, a meaning to its operation
and a broad direction to follow. Likewise, a business organization is developed in order
to create wealth especially for the investors who form and perpetuate that organization.
It also needs to provide wealth for other stakeholders like employees, lenders and gov-
ernment who directly or indirectly contribute to that organization. While creating
wealth, the organization must take advantage of opportunities that are available to
them and avert potential threats in order to sustain in the long run. The organization
must ensure that it optimizes the resources that it has. Doing so, the organization must

develop strategic plans for each of its activities. (Owen 1998, 298.)



Allen et al. (2008, 90) define strategic planning as the process of determining the cur-
rent position as well as the favorable future position in the industry so that the organi-
zation can maximally progress its mission and create strategies and tactics to achieve
that position. In other words, strategic planning involves with the end results and the

ways to achieve those results.

As Owen (1998, 298) states, every strategic plan emerges from two distinct but inter-
dependent audits and they are 1) Audit of external environmental influences and 2)
Audit of internal resources. It is important that companies carry out these two audits
and assess them carefully while planning for any project or event. By evaluating the
environmental influences (opportunities and threats) and the resource constraints
(strengths and weaknesses), a company can easily put the strategic plan together and
set itself on the proper course in the hope of reaching its goals in the end. This type of
audit is widely known as strengths, weaknesses, opportunities and threats (SWOT)

analysis. (Owen 1998, 298.) The concept is depicted in Figure 2.

e Political R e T

e Technological . ]
g » Financial resources

. » Physical capacity
¢ Economic
* Human capability

e Social

Figure 2. Auditing of external environmental influences and internal resources (Owen

1998, 298-299)



2.2.1 Audit of external environmental influences

In order to do the audit of external environmental influences, a company must initially
decide what business it intends to get in. The company needs to reevaluate this deci-
sion periodically in the form of external and internal developments. While deciding
about the products or services that it wants to offer to the market, a company should
also take into consideration on the prevailing environmental influences and the re-
sources available to it. To give this concept a clearer picture, several external environ-
mental factors are mentioned below. In the following list, it is shown how these exter-
nal environmental factors have influence over tourism, leisure and hospitality industry,

for example. (Owen 1998, 298.)

— Exchange rate affects the number of tourist and level of their expenditure in a
certain country.
— Socio cultural values influence the growth of healthy eating habits and physi-

cal exercise.
— Government policy affects the duties of imported products.

— Business competition level influences the number of businesses e.g. restau-

rants in a certain area.

All these factors have direct and strong influence on the strategic operations of a com-
pany; and the products and services it has to offer. Therefore, the company needs to
carry out the audit of its external environmental influences as the environmental influ-
ences tend to change constantly as a result of political, social, technological and eco-
nomic trend. The auditing of external environments is often referred as examining the

potential opportunity or threat to a company. (Owen 1998, 298.)

2.2.2 Audit of internal resources

External environmental influences are usually beyond the control of a company.
Therefore, a company must audit the internal resources e.g. its own physical resources

in response to the external environmental influences. In practice, the internal audit im-

10



plies the audit of a company’s strengths and weaknesses. An internal resource audit

usually involves the following items:

Examination of financial resources: the company examines if it has required finan-
cial resources available; it can afford the pre advertising and promotional hype of an
event; it can finance certain project to start production and to sustain long enough until

it moves into profit and so forth.

Examination of physical capacity: the company examines the size of infrastructure;
capacity of infrastructure and machinery; the number of products to be made; the

number of customers to be accommodated etc.

Examination of human capability: the company examines if it has got proper kind
of employees; the employees possess necessary skills and experience to support and
execute activities; the convincing and adaptability power of employees are in line with

the requirement for a certain project and so on. (Owen 1998, 299.)

2.3 Budget development process

O’Toole (2011, 197) defines a recommended process of event budgeting which con-
sists of 7 consecutive steps. However, the author feels that discussing only step 2 to 5
is the most relevant in budgeting part. Therefore, the steps with grey background in

Figure 3 will only be discussed in this chapter.

Brainstorm Estimate Create Suggest
event all costs event revenue
content budget sources

Leverage Cost Decide
revenue sensitivity <:| breakeven
sources analysis point

Figure 3. The process of event budgeting through financial management (O’ Toole
2011, 197)
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2.3.1 Cost estimation

In most cases, the cost estimation is done through quotations and expert judgments.
Companies must clearly define the scope an event in order to predict, monitor and
control the costs more precisely. Costs can be estimated based on its nature e.g. direct
cost or indirect cost; unique cost or standard cost; fixed cost or variable cost; onetime
cost or recurring cost and so forth. The estimation of costs based on different classifi-
cations helps companies to monitor and control their costs more accurately. (O Toole
2011, 198.) While estimating costs, exhibitors shouldn’t only consider the costs that
occur during the event. There are also many important costs that take place even be-
fore and after the event. Thus, costs can also be estimated based on different phases

(Figure 4) of an event e.g. pre-event, over the event and post event costs. (Mihai 2010,

1028))

Pre-event
costs

Cost Over the
Estimation event costs

Post event
costs

Figure 4. Cost estimation based on different phases of event (Mihai 2010, 1028)

McLaurin and Wykes (1997, in Fenich 2005, 49) lists a number of possible cost items
such as administrative overhead, registration materials, signs, posters and banners,
room rental, temporary staff, staff travel and expenses, food and beverage, promotion,
insurance and so forth. To stick to the budget and to achieve the financial objectives,
companies should apply cost control measures. Companies often use parametric meth-

ods such as cost per head for conference or cost per square meter for exhibition in

order to control cost (O Toole 2011, 198).

12



2.3.2 Create an event budget

A budget can be described as a quantified statement of plans, which is expressed in
numerical terms (Allen et al. 208, 204). Zero-based budget or ‘starting with nothing’ is
commonly used for special event budgeting (O Toole 2011, 198). Zero-based budget-
ing is “a method that begins each new budgeting cycle from a zero base, or from the
ground up, as though the budget were being prepared for the first time.” (Harvard
Business School Press 2005, 163.) In this budgeting method, all the cycles go through a
critical reviewing process for every assumption and suggested expenditure. The ad-
vantage of using zero-based budgeting is that it requisites a more in-depth analysis of
each line item e.g. considering objectives, exploring alternative options and justifying
their requests. About the disadvantage, zero-based budgeting can be extremely time-
consuming as this budgeting process is more analytic and thorough. (Harvard Business

School Press 2005, 163.)

2.3.3 Suggest revenue sources

As budget constraint is one of the noteworthy challenges in trade fair, successful ex-
hibitors always put efforts to generate revenues from the event in order to partially
offset the cost. There are plenty of ways to fund trade fairs e.g. corporate or associa-
tion funding, private funding from individuals, registration fees or ticket sales, spon-
sorships, selling logo merchandise, advertising fees, such as banners or ads in the con-
vention program and establishing “official partnerships” with other companies to
promote their products for a fee or percentage of their revenue. (Fenich 2005, 50.)
Revenue generation from events is also considered as in-kind cost reduction. Re-
source planning has a direct relationship with the revenue generation. Contracting sup-
pliers in most cases reflects the amount and timing of incoming revenues. Besides the
revenue generation from ticket sales and merchandise has a direct proportional relation
to the number visitors and event demographic. Therefore, the certainty in the number
of visitors creates a certainty in the revenue generation. Getting sponsorship is also a
great way to subsidize the event costs. However, investors are not willing to sponsor
unless the event has become a level of importance or hold a great possibility to become

a success. (O Toole 2011, 196.)
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2.3.4 Decide breakeven point

“Breakeven point is the sales level at which operating income is zero.” (Braun, Tietz &
Harrison 2010, 368). Breakeven point (BEP) can be used as a benchmark where sales
below it result in loss and sales above this point are considered as a profit. There are
three approach of calculating BEP. The shortcut approach using the contribution mar-
gin ratio is more useful for companies that has multiple and complex product lines.
Dividing fixed costs by the contribution margin ratio results breakeven in revenues.

(Braun, Tietz & Harrison 2010, 368.) The formula is shown below.

Fixed expenses + Operating income

Breakeven in Revenues = - - - .
Contribution margin ratio

2.3.5 Cost sensitivity analysis

According to Braun, Tietz & Harrison (2010, 376), “Sensitivity analysis is a ‘what-if’
technique that asks what results will be if actual prices or costs change or if an underly-
ing assumption such as sales mix changes.” There is always possibility that changes will
take place although a trade fair is sophisticatedly planned. Therefore, every trade fair
plan should include several assumptions because of rapid changes in business envi-
ronment. The changes can be external e.g. political or economic; or internal e.g. staff
or the event program. Change can take place in the sales price which consequently af-
fects the contribution margin. On the other hand, changes in the fixed cost and the
variable cost may also happen. Costs can unpredictably change because of changes in
airline ticket price, exchange rate, sponsor withdrawal and extraneous artists’ expenses.
The wise trade fair exhibitors are aware of the effect of any changes. Therefore, com-
panies sometimes add 10-15 per cent contingency in their budget. The contingency
amount means the expected changes in the budget estimation. (Allen et al. 2008, 217;
Braun et al. 2010, 376.) As the forecasting is a mere estimation process and doesn’t
have certainties, it is better to use 3 case scenarios e.g. a high estimation meaning the
better case scenario, medium estimation meaning the expected scenario and low esti-

mation meaning the worst case scenario (Jones, Atkinson, Lorenz & Harris 2012, 239).

14



2.4 Post-event evaluation method

Post-event evaluation can be defined as the process of “measuring the success of an
event in terms of its objectives by collecting and analyzing relevant data from the
event.” (Allen et al. 2008, 532). It also involves with evaluating the process of organiz-
ing the event and reporting back the lessons and observations that have been learnt
from the ongoing event management process. Post-event evaluation includes a number
of important functions such as measuring outcome, creating demographic profiles,
identifying developments, enhancing event reputation, evaluating event management

process and so forth. (Allen et al. 2008, 532.)

The author feels that it would be more appropriate only to discuss the first step called
measuring outcomes since the author intends to research the post-event evaluation
from financial management point of view. Therefore, the author decided to focus on

the following theories and methods in order for measuring the event outcome.

2.4.1 Profit sensitivity analysis (PSA)

Profit sensitivity analysis is a tool that assists managers to understand their business in
a more detailed way. As stated by Jones et al. (2012, 113), “PSA concerns understand-
ing how sensitivity profits are to changes, these could be changes in revenues, or
changes in specific costs.” Thus, it helps managers to get a better orientation of the
business and areas where they should focus most of their time and investment. Profit
sensitivity analysis addresses the impact on profits if an individual variable e.g. volume,
selling price or a cost element changes by certain percentage. By doing a profit sensitiv-
ity analysis, financial analysts can also prepare profit multipliers for the business. Profit
multipliers show the changes in profits due to a certain percent change in different var-
iables. In order to figure out the profit multiplier, one has to calculate the percentage

change in the profit first.

Revised profit — Original expected profit

00
Original expected profit

15



The change in profit is calculated in percentages. On the next step, the profit multiplier
can be calculated by the dividing the calculated percentage change in profit by percent-

age change in key factor.

% Change in profit

% Change in key factor

If a specific percentage change is brought individually in unit price, number of unit
sold and fixed cost in three different scenarios, the profit multiplier would be different
for each of these three cases. For example, if a 10% increase in the unit price increases
the profitability by 35%, a 10% decrease in unit price decreases the profitability by 35%
as well. In this case, the profit multiplier would be 3.5. Similarly, a 10% increase or de-
crease in the number of unit sold may respectively increase or decrease the total profit-
ability by 23% with a profit multiplier of 2.3. From the given examples, it can be de-
duced that the multiplier that has the biggest positive impact on profitability also has

the biggest negative impact by the same percentage. (Jones et al. 2012, 113-116.)

2.4.2 Return on investment (ROI)

Attending travel trade fair involves significant investment of time and resources.
Therefore, what management and investors are most interested in is getting sound re-

turn from the investment.

“In general, investors expect their return to compensate them not only for the cost of
money—current interest rate—which they could easily earn just by investing their money
in a bank account or bond, but they also expect it to compensate them for the level of

risk they accept by making the investment in the first place.” (Engel 1996, 30.)

The ultimate goal of attending any trade fair is to generate sound profitability for the
stakeholders by getting the best possible visibility in front of potential clients and part-
ners. As all events are very significant investments for companies, the return on in-
vestment or ROI has become increasingly common to justify events. As O Toole
(2011, 234) defines, “The return on investment (ROI) is the surplus generated by an

event divided by the invested.” The ROI formula is (Income-Cost)/Cost. However,
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this surplus is produced in a variety of forms and spread over a period. In addition, not
all the profits are quantifiable, direct or immediately realized. Therefore, the accurate
ROI from most of the events is often difficult to measure. In this case, the ideal ap-

proach would be to give every benefit of the event a monetary value in order to most

accurately measure the ROI of that event. (O Toole 2011, 234.)

2.4.3 Return on objectives (ROO)

In most theories of management, objectives are considered as the foundation of any
project. One of the most popular ways to measure the success of investing in trade fair
attendance is return on objectives (ROO). It is an intangible ROI measurement tool.
ROI from the trade fair is generally not the immediate profit but the future business.
However, the future business can be measured based on a number of factors that can
be found during the exhibition. The most important one is the generation of leads. It is
also important to look at the quality of the leads and their potentiality to turn into fu-
ture business. The promotional codes, competition and surveying are some commonly

used tools to trace the sales that generated from the trade fair. (OToole 2011, 230.)

ROO is popularly used to define if the agreed objectives for the event have been met.
The outcome of ROO is often non-quantifiable but crucial. However, this process has
some limitations. For example, some events are highly complex and involve a wide
range of stakeholders. Besides, event planning also changes over time and adapts with
new situations e.g. new sponsors may involve right up to or during the event. Because
of the dynamic environment of business, the objectives may need to be adjusted from
time to time, which may skew the initial objectives that were determined to measure
the success. Regardless the limitation, the ROO is a considered as a highly effective

tool to measure the success of trade fair attendance. (O Toole 2011, 236.)

2.4.4 Pro-forma income statement

A pro-forma financial statement is similar to historical financial statement except to the
fact that they look forward instead of tracking the past. New ventures as to track their

future operations make pro-forma statements whereas well established organizations
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often make these statements as an important part of their routine financial planning
activities and to help construct their budgets. Pro-forma statements have a significant
importance for the facts that they help management to reevaluate their strategies and
to make adjustments where necessary. For instance, if the pro-forma statements indi-
cate a negative profitability, a company is likely to make operational changes by in-
creasing the price and decreasing the expenses in order to bring profitability back in a
favorable situation. There are several sorts of pro-forma statements e.g. pro-forma in-
come statement, pro-forma balance sheet, pro-forma statement of cash flows and so

forth. (Barringer & Ireland 2006, 166-167.)

Pro-forma income statement works similarly like an income statement except it pre-
dicts the revenue and expenses for a firm based on educated and foundation based
projections. The challenging part to make the pro-forma invoice is to forecast the fu-
ture income and expenses precisely. Once a firm can do it, the making of a pro-forma

income statement becomes a mere task of plugging in the numbers in the statement.

(Barringer & Ireland 20006, 167.)
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3 Research methodology

Research method has significant roles in conducting any sort of research successfully.
As stated by Ghauri & Grenhaug (2005, 40), “Research methods are rules and proce-
dures, and can be seen as tools or ways of proceeding to solve problems.” In chapter 3,
the author introduces research method and design; data collection tools; and the data
analysis process which comprises the consecutive steps for research methodology. The

author also discusses how those steps were implemented in this thesis.

3.1 Research method and design

The author used qualitative method as the mean to conduct this research. According to
Bryman & Bell (2011, 27), “Qualitative research can be construed as a research strategy
that usually emphasizes words rather than quantification in the collection and analysis
of data.” Ghauri & Grenhaug (2005, 202) consider qualitative research as a relevant
method where the preceding insights about any incident or phenomenon are modest.
While researching the financial management perspective of attending the Tourest travel
trade fair for Moon Travel, the author realized that the stated topic is highly unstruc-
tured and entails huge scope to research for. Therefore, the author selected qualitative
research method because of its exploratory and flexible characteristics. The author also
felt that it would be much beneficial to investigate perceptions and understand the
phenomena through exploratory research since the existing academic studies and re-
searches may not be up to date to successfully address the research topic of the thesis

(Ereaut 2012).

3.2 Data collection

Data collection is inevitable in order to answer the research problem in more reliable
and valid way. Several tools like observation, experiment, interview, survey are widely
used as data collection tool nowadays. Regarding the choice of data collection tool,
Ghauri & Gronhaug (2005, 108) emphasized that it will largely depend upon the over-
all judgment on the nature of data needed for a particular research problem. Due to

having an unstructured scope in the prospective research problem, the author did the
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data collection primarily through qualitative interviews. Besides, the author used sever-
al secondary sources like e-journals, books and trustworthy web pages in order to add

values to this thesis.

3.2.1 Interviews

Interviews can be highly formal and structured or informal and unstructured conversa-
tions (Saunders, Lewis & Thronhill 2009, 320). Due to the nature of the research prob-
lem, the author decided to do semi-structured interviews as to collect data for this the-
sis. Semi-structured interviews are one form of non-standardized interviews. It is also
referred as qualitative research interview. Through semi-structured interviews, the au-
thor could understand the experiences and reconstruct the events in which he/she has
not participated (Rubin & Rubin 2005, 3). As for the interviewing, the author catego-
rized the entire interview questionnaire based on 4 different themes and each of the
themes contained some relevant questions under it. The interview questionnaire is
supplemented as Attachment 2. As Bryman & Bell (2011, 467) emphasize, all the ques-
tions must be asked and a similar wording should be used to each of the interviewees.
The author did interviewing in that suggested way. However, the order of the interview
questions shuffled in some cases because of the flow of conversation, which, according
to Saunders, Lewis & Thronhill (2009, 320), is stated as a normal incident during an
interview. Besides, the author also asked additional questions in order to explore dif-
ferent perspectives of the research problem and to get the most out of the conversa-

tion.

As for the primary data collection, 6 respondents were interviewed. Initially, the author
emailed to 25 possible respondents with a target of getting 6 respondents out of them.
To ensure the quality of the received data, the author contacted respondents with ap-
propriate positions and experience mainly from travel and tourism industry (Attach-
ment 3). It is worth of mention that the author found it difficult to interview travel
agency executives from Finland since Moon Travel is a direct competitor to them.
Therefore, the author also interviewed respondents who were from other but relevant
industries. All of the interviews were done face to face except in two cases where the

interviews were done online via audio calling and email respectively. In all cases, the
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questionnaire was sent to the interviewees beforehand so that they can prepare them-
selves well for the interview. During the interviews, the author aimed to create a relax-
ing and friendly atmosphere to allow the interviewees to talk freely and provide more
useful information. The author was primarily in the role of a good listener despite lead-
ing and controlling the whole discussion without imposing any pressure, judgment or
domination to the interviewees. The interviews neatly lasted 35-45 minutes for each

and were voice-recorded in most of the cases.

3.2.2 Secondary data sources

Saunders, Lewis & Thronhill (2009, 256) define secondary data as such data that have
already been collected for some other purpose. Secondary data can be both quantita-
tive and qualitative data; and raw (if not processed) and compiled (if processed or
summarized). In case of this thesis, the author used many secondary data sources like
books, peer-reviewed journals and Moon Travel’s financial statement in order to add
value to this thesis. The official webpage of Tourest and several other trustworthy web
pages also proved extremely beneficial in implementing the research. In a nutshell, the
author found secondary data useful not only to find information to solve the research
problem, but also to better understand and explain the research problem. Even in

many cases, the author solved part of research question by using secondary data only.

(Ghauri & Gronhaug 2005, 91.)

3.3 Data analysis

Rubin & Rubin (2005, 201) define data analysis as “the process of moving from raw
interviews to evidence-based interpretations that are foundation for published reports.”
Following that, the author conducted data analysis to classify, compare, weigh and
combine material from the interviews in order to dig out the meanings and implica-
tions, to show patterns, and to stitch together the description of event in a consistent
narrative. Although there are different approaches for qualitative data analysis, the au-

thor followed the ‘deductive approach’ in this thesis. As illustrated by Saunders, Lewis

& Thronhill (2009, 256), deductive approach is a method of data analysis where the
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researcher seeks existing theory to shape the approach by adopting to the qualitative

research process and to the aspects of data analysis.

The beginning stage of data analysis consists of transcription and coding (Rubin & Ru-
bin 2005, 201). After completing each interview, the author on the very same day tran-
scribed the conversations into Microsoft Word file. The author also took important
notes during the interviews despite having recorded the conversations. It proved very
useful in the data analysis process. For two of the interviews, the author was not al-
lowed to record the conversation and thus had to take written notes only. Then the
next task was coding, which can be defined as the process of “specifying the categories
or classes into which the responses are to be placed.”(Ghauri & Grenhaug 2005, 158.)
As for coding, the author segmented an interview transcript based on different con-
texts and gave a label for each of them. Since the author intended to find certain pat-
terns, the author categorized all the same labeled contexts in one place; compared,
weighed and combined them into appropriate summaries; and then put them under the
identified concepts and themes. (Rubin & Rubin 2005, 201.) It is worth to mention
that the task of data analysis also took place throughout the interviewing process.
Therefore, the author had to examine the contents of preceding interview to figure out
what still needed to be investigated on the following interview. (Rubin & Rubin 2005,

201-202.)
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4 Results

In chapter 4, the author discusses about the potential results that were gathered from
the interviews and the secondary sources. The information received from them was
very useful. In some cases, the information was a bit abstract and from the general
point of view. The author believed that having something concrete would help the case
company to understand the findings more clearly. Therefore, the author presented the
results both as summaries and in the form of calculations. The calculations are based
on interviews, educated estimations and logical thinking; and consultation with the case
company. The author also used different scenarios to show different perspectives of

the calculations.

4.1 An introduction to Tourest international travel trade fair

Tourest travel trade fair is the oldest and the biggest travel trade fair in the Baltic Re-
gions. This event has been continuously organized and supervised by Estonian Travel
and Tourism Association (ETFL) since 1991. It is primarily a 3 days event where more
than 450 exhibitors from nearly 25 countries have participated in recent years. Tourest
travel trade fair has been proved a huge success and the number of exhibitors is con-
stantly growing every year. In 2014, the number of visitors reached around 36000. An
overview of the number of exhibitors, countries and visitors for year 2008-2014 is giv-
en in Table 1 in order to understand the size of this exhibition. (Tourest 2014a.) In
addition, a projection for Tourest 2015 is also made in Table 1 in order to give a basis
to research this thesis. The projection is done based on educated guess from the avail-

able data and upon discussing with the Managing Director of Moon Travel.

23



Table 1. An overview of the number of exhibitors, participating countries and number

of visitors
Year Exhibitors Countries Visitors Growth index of visitors
Tourest 2015 480 25 36000 153.42
(Projection)

Tourest 2014 482 24 35994 153.39
Tourest 2013 403 22 36316 154.77
Tourest 2012 468 26 26080 111.14
Tourest 2011 458 25 20853 88.87
Tourest 2010 408 25 23734 101.15
Tourest 2009 N/A N/A 23684 100.93
Tourest 2008 N/A N/A 23465 100.00

This trade fair event is held in 3 halls. Travel agencies, transportation and insurance
companies, educational institutions, hotels, spas, restaurants, entertainment and leisure
companies, foreign destinations and the relevant businesses exhibit in the main hall.
Entrepreneurs from all Estonian counties exhibit in a hall called "Holidays in Estonia".
This hall is dedicated to promote Estonia as a tourist destination. Finally, there is a
children’s hall which offers fun and different educative activities to the kids. Tourest
also offer interactive main stage program to amuse the visitors. Seminars, meetings,
presentations, performances, auctions, quizzes, games etc. are also interesting part of

this international travel trade fair. (Tourest 2014a.)

4.2 Justifications for attending Tourest travel trade fair

As mentioned earlier, travel trade fair involves significant investment of time and re-
sources. Therefore, it must be ensured that Moon Travel’s plan to invest in interna-
tional travel trade fair is well justified. In this respect, the author investigated why it is
beneficial to attend in international travel trade fair for Moon Travel. While discussing
this issue with interviewees, the author summed up that there are two different aspects
of this issue. In the first aspect, the interviewees explained the unique reasons that
make travel trade fair indispensable over other promotional strategies. In the second
aspect, they explained why international travel trade fair attendance holds more im-

portance for the companies that plan to expand in a foreign market.
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Moon travel has numerous options to promote itself among its clients and potential
business partners. However, all of the interviewees agreed that travel trade fair is the
quickest way to network with potential business contacts. As it may take months and
even years for Moon Travel to know and to get in touch with customers, business
partners, suppliers and even competitors, travel trade fair is a great place to meet and
greet those people. Besides, while discussing the effectiveness of travel trade fair as a
promotional tool, one of the interviewees strongly pointed out that if a company can-
not establish shops everywhere, it can at least exhibit its products in a common plat-

form where almost all the stakeholders from the industry participate.

Interviewees confirmed face to face meeting as the most substantial advantage of being
at travel trade fair. According to all of the interviewees, the role of face to face meeting
can never be replaced by technologies. Technology may help build connections but to

take it to the next level, face to face meeting is crucial.

The author also understood from the interviews that Moon Travel can attend domestic
travel trade fair as many times as it wants. But to expand into a foreign market, attend-
ing the international travel trade fair in that prospective country is a must. Going into
an international travel trade fair may be seemed very expensive. However, most of the
costs of international travel trade fair in a foreign country are also applicable to the
domestic travel trade fair except few costs like travel, accommodation, which, accord-
ing to the interviewees, are not much significant. Rather, because of the presence of
large number of participators and visitors in the international travel trade fair, the cost

per client often decreases.

Tourest is the oldest and biggest travel exhibition in Baltic States. In February 2014,
Tourest took place for the 23t time and the number of visitors is growing every year.
Tourest always gets significant media attention, which also results in the growing num-
ber of exhibitors every year. (Tourest 2014a.) Besides, there are strategic advantages for
Moon Travel to expand into Estonia in terms of proximity, manpower cost, use of

single currency and so forth. Considering all of the given facts and the strategic plan to
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expand into Estonian market, the author justified that it is worth the effort for Moon

Travel to participate in the Tourest travel trade fair.

4.3 Audit of budget planning process

Moon Travel instantly doesn’t make a lot of money from attending travel trade fairs.
So it has to be really careful which travel trade fair it attends in terms of getting the
best value for the money it will spend. While making the strategic budget plan for
Tourest, it is crucial that Moon Travel audits the external environmental influences and
its internal resources in order to participate in the Tourest with low potential risks. Ex-
ternal environmental influences are those which cannot be controlled by Moon Travel
whereas internal resources are more influenced and controlled by Moon Travel. The
most important external environmental influences and internal resources for Moon

Travel are shown with the help of Figure 5.

* Global economic e —
condition

* Size of the event = Financial resources

* Location — High salaries
— Spacious stand cost
* Costof trade fair = Physical capacity

. e — Offer and price differentiation
* Existing — System to track leads
competition -
pe = Human capability

» Participation of — Sufficient personnel

potential stakeholders ~ Trained personnel

Figure 5. Auditing of external environmental influences and internal resources for

Tourest travel trade fair by Moon Travel
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4.3.1 Audit of external environmental influences on Tourest

Audit of external environmental influences help Moon Travel to understand the fac-
tors that can potentially turn into either opportunities or threats. From the interviews,

the following internal environmental influences are identified as vital for the company.

Global economic condition: Global economic condition plays a vital role on the suc-
cess of travel trade fair participation. Moon Travel must follow the global economic
trend while planning to participate in the Tourest. As one of the interviewees men-
tioned, his company didn’t participate in the trade fair in 2008 due to the global eco-

nomic recession. It was not worth investing because there were no real buyers.

Existing competition: The competition in travel industry in very intense. Companies
often sell holidays with very low profit margins. As one of the interviewee pointed out,
Moon Travel would have negative profits if it tries to offer holidays or air tickets on
reduced prices in the travel trade fair. For smaller companies like Moon Travel, it is
also difficult to beat the existing players who are extremely matured in the industry, for

example, Aurinkomatkat, Finnmatkat in Finland.

Cost of the trade fair: The cost of attending a trade fair has direct influence on the
spending behavior of Moon Travel. Expensive trade fairs lead exhibitors, especially the
small companies, to squeeze their activities as the small companies usually have “worst

kind of restricted budget” for trade fairs, according to one interviewee.
g ) g

Size of the event: The outcomes from Tourest are highly influenced by the size of the
event. As all of the interviewees agreed, the big travel trade fairs like I'TB (Internatio-
nale Tourismus-Borse) in Berlin or WTM (World Travel Market) in London are the
most popular ones in general. Consequently, they have huge number of exhibitors and

visitors which reduce the cost per client or cost per visitor for the exhibitor.

Location: Attending travel trade fair in one of the neighbor countries is often cheap in

terms of traveling e.g. air tickets. However, Moon Travel may still require arranging
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accommodation, interpreter, and local transportation. The cost of those largely de-

pends on the living standards of a prospective country.

Participation of potential stakeholders: The presence of potential stakeholders e.g.
companies, visitors affects the outcomes of a trade fair participation. As stated by one
of the interviewees, “You don’t go to the trade shows because lot of trade shows you

go to, there’s no real people there.”

4.3.2 Audit of internal resources for attending Tourest

Moon Travel equally requires auditing its internal resources during its budget planning
process. This audit would help the company to comprehend its organizational
strengths and weaknesses and take corrective actions where necessary. The internal
resource factors, which are indispensable to assess before attending the Tourest travel

trade fair are mentioned below.

Providing high salaries to employees: The salary of employees in Tourest can rela-
tively be higher in many cases because the employees need to stand there for longer
hours to sell holidays. The cost of staffing may also be higher as because Moon Travel
sends its employees to a travel trade fair in a foreign country. The imbursement is

mainly because the employees are leaving their country for the company.

Financing stand with enough square meters: There are hundreds of exhibitors at a
travel trade fair. Therefore, Moon Travel needs sufficient square meters of space for its
stand in order to separate itself from the other stands and to accommodate extreme
influx of visitors at any point. Having such stand is expensive and according to one

interviewee, the cost of such spacious stand can often be one third of the whole cost.

Offer and price differentiation: Moon Travel will participate in the Tourest travel
trade fair in order to build reputation, make sales of its products or services and gener-
ate leads for future business. However, the company must ensure that it differentiates
itself from its competitors in terms of the products or services and the price. A com-

pany failed to differentiate itself will end up wasting its resources at the travel trade fair.
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System to track leads: One of the major activities while being at the Tourest is to
generate leads, which are considered as potential contacts for future businesses. Moon
Travel must have efficient systems to track those leads. The purchase or development

and the maintenance of lead tracking system often cost a great deal of money.

Sufficient personnel at stand: The exhibit duration of Tourest is pretty long and pet-
sonnel at the stand always need to engage in conversation with visitors. Moon Travel

must ensure that it dispatches sufficient number of employees at the event.

Trained personnel at stand: Moon Travel needs to employ trained personnel at the
stand so that they can bring value to the company. Trained personnel are good at pre-
senting, negotiating and influencing clients. While planning, Moon Travel must consid-
er if it has enough trained personnel and if not, what would be the cost of training or

outsourcing that kind of personnel.

4.4 Budget development process for Tourest

This chapter aims at discussing several important issues regarding the budgeting pro-
cess for the Tourest. Objective setting gets the first importance since Moon Travel
should beware of what it is expecting from that particular travel trade fair. Next im-
portance is to communicate those objectives inside the organization. The effort from
all the departments must work as a synergy in developing and executing the budget.
The communication of objectives also helps individual department to plan their re-
sources and estimate costs well in advance. Last but not least is the budget develop-
ment process that integrates the whole organization towards a shared process of budg-

et construction with the help of several important steps.

4.4.1 Setting objectives with measurable targets

According to one of the interviewees,

You should have targets when you go to the trade fair. You should plan beforehand
what you got to achieve and when you are there, you try to achieve that. You should

have matched against.
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Objective setting is the very first step to develop the budgeting process for any trade
fair. Objective setting in the budget development process helps Moon Travel to esti-
mate the necessary resources it requires to achieve its goals (Harvard Business School
Press 2005, 158). Objective setting is also important to measure the effectiveness of
attending trade fair. However, it is not ideal to set universally applicable objectives for
Tourest. Rather, the objectives should be customized based on the activity or event
that is being planned. All objectives must be realistic and clearly defined with measura-

ble targets. (Pizam 1994, 579.) A standard procedure of setting objectives is depicted in

3!
k=

o

o

- Objective 1 * X%
- Objective 2 *Y%

- Objective 3 e A numbers
- Objective 4 * B numbers

- Objective 5 e Cnumbers

Figure 6. Setting objectives with measureable targets (Pizam 1994, 579)

Experts observed that “the more specific goals of an event are the more effective the
sales personnel will be.” (Pizam 1994, 579.) Narrowly defined objectives e.g. “have five
major speakers” may miss the key measures of success whereas abstractly defined ob-
jectives e.g. “keep the sponsor happy” may fail to give direction to the employees
(O’Toole 2011, 236). Objectives must be attainable and demanding. Setting unneces-
sarily higher objectives create slack in the budgeting process which negatively affects

the employee motivation by making the targets unreachable. (Owen 1998, 308-309.)
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4.4.2 Communicating objectives inside organization

In order to coordinate the budget plan, communicating objectives inside Moon Travel
is indispensable. The communication proficiency by the top management has a ripple
effect throughout the organization. The top management needs to communicate the
strategic objectives of the budgeting process to all levels in the organization. On the
other hand, the individual planners also need to inform their needs, expectations and
goals to their immediate managers who usually take care of evaluating the departmental
and functional budget pieces. Most importantly, the different group or teams from
different units or divisions must communicate to each other. For example, if a particu-
lar team in the Moon Travel is heavily pursuing to increase sales goals beyond its ca-
pacity, it must communicate with the marketing department to increase their promo-
tional activities. Also it must communicate with the production department for provid-
ing it with additional products. Since the marketing department initiates the plan to
attend Tourest in Estonia, it must inform the finance department and human resource
department about the plan so that those departments can define the cost of their pro-
spective supply for developing the master budget of the Tourest. (Harvard Business

School Press 2005, 159.) The concept is illustrated in Figure 7.

Marketing

Department
- To attend Tourest

Finance Human Reousrce
S S S
- To arrange - To provide
necessry funds and .~ Tnvolving ail " necessry personnel

sponsors “._  departments to participate . at stand

Figure 7. Importance of communicating objectives in departmental level and its effect

in forming the master budget
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4.4.3 Estimating costs and budget development

One of the most crucial activities in the budget development process is to estimate the
costs, which alternatively helps to take strategic decisions. As Moon Travel is planning
to attend the Tourest travel trade fair, an estimation of the total costs would help the
company to understand the viability of attending the travel trade fair more effectively.
To start the estimation, the author needed to figure out the number of possible visitors
at the Tourest and the number of potential audience out of the total number of visi-
tors. The number of visitors at Tourest 2014 was 35,198 (Table 1). So, the author as-
sumed a number of 36,000 visitors for the estimation. However, neither all visitors are
Moon Travel’s potential audience nor all potential audience will drop by the booth of
Moon Travel. The Trade Show Institute based on its research has proposed a formula
to calculate the projected potential audience out of all visitors in a trade fair. As a rule
of thumb, a 10 percent of the total visitors can be considered as the potential target

audience. Based on that, the target audience can be approximately 3,600 persons.

(Trade Show Institute, 2013).

36,000 x 10% = 3,600 target audience

Although 3,600 target audiences in this case may sound a good number for a SME like
Moon Travel, it is unlikely that all the target audience would stop by the booth of the
company. “The number of visitors stopping by your booth varies and, over time your
marketing department can measure this. This is called the Audience Interest Factor.”
(Trade Show Institute, 2013.) As industry average, this number is around 45 percent

which is 1,620 potential booth visitors for Moon Travel. (Trade Show Institute, 2013).

3,600 x 45% = 1,620 potential booth visitors

The author made a cost estimation of attending Tourest in Table 2. The estimation is

done based on the data available from Tourest 2014 website and other trustworthy

sources and is applicable for a 3 days event covering 4 stand employees.
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Table 2. Cost estimation of attending the Tourest travel trade fair

BEFORE THE FAIR
Name of costs Specification Cost in €
a. | Registration and stand 15 m? with basic 2214.00
equipment
b. | Booth design (posters) 3 posters for 3 sides 46.24
c. | Promotional material 1 (brochures) 2000 pieces 496.49
d. | Promotional material 2 (flyers) 2000 pieces 86.99
e. | Promotional gift (pens) 1750 pieces 3475.00
f. | Press ads 3 different medium 1044.00
g. | Air tickets to Tallinn (half of total price) 4 persons 230.00
h. | Training costs for event 5 hours 86.65
1. | Others (printing, stationary, local transpor- 150.00
tation, delivery etc.)
Sub total 7829.37
COST OVER THE FAIR
Name of costs Specification Cost in €
j. | Accommodation (4 persons) 4 days 448.00
k. | Salaries (4 persons) 32 hours 2218.24
l. | Meals (4 persons) 8 times 184.00
m. | Others (taxi, entertainment etc.) 100.00
Sub total 2950.24
AFTER THE FAIR
Name of costs Specification Cost in €
n. | Air tickets to Helsinki (half of total price) | (4 persons) 230.00
0. | Others (return moving cost etc.) 50.00
Sub total 280.00
Total Estimated Cost for Tourest € 11059.61
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a. The stand includes rent of space, walls, fascia with exhibitot's company name
(max.20 letters H 10cm), gray carpeting (different color for extra charge), spotlights
(1p/3m2), table @ 70 cm, 3 plastic chairs, 1 bar stool, info counter without doors,
waste paper basket, general lighting, gangway cleaning, stand cleaning before opening
of the fair, general security, EU standard plug socket 220V,1,0kW + electricity during
the exhibition, non-refundable participation fee. All exhibition halls have free Wi-Fi

connections. (Tourest, 2014d.)

b. Booth is covered with posters in three sides. Posters are horizontal and large e.g.

84.7 x 60.1 cm (Vistaprint 2014a.)

c. The size of brochure is 279 x 216 mm (after opening) and 94 x 216 mm (closed)
with 135 g / m?, water-based papet. 2000 pieces are the optimal number to purchase

for 1620 potential booth visitors from cost perspective. (Vistaprint 2014b.)

d. 216X139 mm flyers with 135 g/m?, watetr-based paper. 2000 pieces are the optimal
number to purchase for 1620 potential booth visitors from cost perspective.

(Vistaprint 2014c.)

e. The trim size and printing size of the area are 71 x 32 mm and is 71 x 34 mm respec-
tively. 1750 pieces are the optimal number to purchase for 1620 potential booth visi-

tors from cost perspective. (Vistaprint 2014d.)

f. Press ads are published in the Tourest supplement by Postimees daily newspaper
covering 1/6 page for 672€; in official fair magazine Tourest covering 1/4 page for

360€; and official logo in electronic exhibitor list for 12 € (Tourest 2014b).

g. Finnair is found to be the cheapest and effective means of Helsinki-Tallinn round
trip at a price of 115€ for each person. Half of the total price belongs to before the fair

costs. It is to be noted that the price of air tickets constantly changes and this given

price is based on 25 March 2014. (Momondo 2014.)
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h. A 5 hours training session is estimated and the training cost is decided at 17.33 € per

hour according to the mean salary stated by Suomen Tradenomiliitto (Tral 2014.)

1. Other pre-event costs may include printing of important documents, the courier fee

for promotional materials, transportation to airport, stationary costs and so forth.

j. Accommodation is for 4 days (3days for fair and 1 day for preparation) in Sokos Ho-
tel, Tallinn at 28€/person in a twin room. The rent includes rich buffet breakfast, Wi-

Fi and free entrance to night club (Tourest 2014c.)

k. Salaries are estimated for 4 employees; for 32 houts on basis of 8 hours/day; and at
17.33 € per hour according to the mean salary stated by Suomen Tradenomiliitto (Tral

2014.)

1. The cost is estimated as 5.75 € per meal and each employee will require 2 meals per

day (Numbeo 2014.)

m. Other costs that may occur during Tourest are local transportation, entertainment

and so forth.

n. The rest half of the total air tickets price belongs to after the fair costs.

0. Other costs after the fair may include local transportation cost, cost of moving the

leftover promotional materials etc.

While estimating the costs, the author tried to include all possible costs based on logi-
cal reasoning. It is obvious that there will be additional costs or removal of cost items
during the real event. Even the prices will be changed based on the size, amount and
preference of each cost items. However, an estimation of the cost will help Moon
Travel to understand the approximate amount of costs and to undertake managerial

decisions.
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4.4.4 DPossible revenue sources to subsidize costs

The cost of attending the Tourest seems to be pretty significant for Moon Travel.
Therefore, the company must figure out different revenue sources that can help to
subsidize the total cost of attending the Tourest travel trade fair. Those revenue
sources are also referred as in-kind cost reduction. The author suggests the following

sources for in-kind cost reduction.

Grants: Grants are a great source for reducing the costs of a trade fair. As one inter-
viewee added, companies can apply for grants in different institutions covering local,
state and federal government institutions. Their deadlines always change. So, Moon
Travel should keep it in pace with those deadlines and apply for grants. However, the

interviewee didn’t mention any specific name or institution.

Sponsorships: Getting sponsorship for Tourest can help Moon Travel to alleviate part
of its total cost. Sponsorship can be gotten either in cash or as in-kind gifts. For exam-
ple, a brochure printing company sponsors the brochures for Tourest provided that its

name should also get visible as official printing partner of Moon Travel at that trade

fair. (Allen et al. 2008, 219.)

Individual contribution: In small business, the owner sometimes provides individual
contribution with the hope of sustaining its businesses for the long run (Allen et al.
2008, 219). Although it is capital injection, it still helps to finance part of the total costs

for the company.

Special programs: Moon Travel can also offer raffle draws, auctions or games to win

a holiday and charge a small amount from the participants (Allen et al. 2008, 219).
Merchandise: Merchandising is often used as an effective tool to off-set the cost of

attending trade fair. Moon Travel can sell exotic souvenirs, t-shirt, videos and badges;

and make some money out of it. (Allen et al. 2008, 219.)
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Co-hosting: An interviewee introduced the concept of co-hosting which is to exhibit
products or services by an organization together with another organization in the same
stand in a trade fair. The idea is to minimize the costs and the two organizations must
be complimentary to each other. Moon Travel can add a co-exhibitor at its stand by
paying a fee of 35€ to the Tourest authority. However, Moon Travel may charge higher
amount to that co-exhibitor since it will be participating in the Tourest mainly at Moon

Travel’s expense. (Tourest 2014d.)

4.4.5 Break-even in revenues

Another important step in the budget development process is to calculate the breake-
ven point. An estimation of the breakeven would help Moon Travel to understand the
minimum amount of sales it needs to generate from the Tourest in order to cover the
costs. Knowing the breakeven would also facilitate Moon Travel to decide whether to
invest in Tourest or not. As mentioned earlier, Moon Travel primarily sells holidays,
airline tickets and hotel rooms based on customer’s preferences and the profit margin
from each of the holidays, airline tickets or hotel rooms is different. Therefore, it is
quite complicated and difficult to estimate the breakeven based on the number of
products sold. Hence, the author estimated the breakeven based on the amount of rev-
enues to be generated from the event. It is obvious that the revenues will come after
the event throughout few consecutive months or even years. To estimate breakeven in
revenues, it is important to know the final costs of the attending the Tourest and the
current contribution margin of Moon Travel. In the following, the author deduced the

formula for calculating the final cost of attending the Tourest for Moon Travel (Allen

et al. 2008, 217-220).

The total estimated cost - The total revenue generated as in-kind cost reduction

Here, the total estimated cost for Tourest is 11,060 Euro (Table 2). The total revenue
as in-kind cost reduction is difficult for the author to estimate since it largely depends
on Moon Travel’s ability to collect them from different sources. Therefore, the total
revenue as in-kind cost reduction is considered as zero (€ 0) for the further calculation.

The final cost of attending Tourest is 11,060 Euro and the contribution margin of
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Moon Travel is 39.5% as informed by the company. So, the breakeven for the Tourest

is 28,000 euro for Moon Travel.

€ 11,060 (Final cost of Tourest)
0.395 (Contribution margin ratio of Moon Travel)

= € 28,000 (Breakeven in euro)

4.4.6 Breakeven scenarios using sensitivity

It is quite obvious that the real costs of participating in the Tourest will be different
than the estimated costs. In the real event, Moon Travel may decide to add new costs
e.g. monitor in the stand or remove some of the costs e.g. leaflets which are mentioned
in the given estimation. The total cost may vary because of changes in quantity e.g.
additional number of brochures; quality e.g. engraved pens (promotional gifts) which
are more expensive than the normal pens; and unit price of cost e.g. salary per hour.
External factors such as changes in the air ticket price, registration fee of Tourest, cou-
rier fee for promotional materials may also affect the total costs. Consequently, any
changes in the total costs would also affect the breakeven in terms of revenues. There-
fore, companies generally use sensitivity analysis to look at the changes in breakeven in
relation to the changes in the costs. In this respect, the author used 3 different case
scenarios, namely estimated, better and worse, for the sensitivity analysis. The author
also applied 10%, 15% and 20% contingency (expected change in budget estimation)
for both better and worse scenarios. The break-even is calculated dividing each cost

amount by contribution margin ratio i.e. 0.395. The calculation is shown in Table 3.
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Table 3. Calculation of breakeven in euro based on different contingencies

Scenario Type of changes Cost after changes Break-even in euro

20% decrease in cost € 8,848 € 22,400

Better 15% decrease in cost € 9,401 € 23,800
10% decrease in cost € 9,954 € 25,200

Estimated No changes € 11,060 € 28,000
10% increase in cost €12,166 € 30,800

Worse 15% increase in cost €12,719 € 32,200
20% increase in cost € 13,272 € 33,600

4.5 Post-event evaluation for Tourest

Evaluating the effectiveness of an event is a complicated task, which is generally done
after the event takes place. Since the author is projecting the financial management
perspective of attending the Tourest travel trade fair, the author felt that a logical and
realistic projection of income statement would help Moon Travel to reasonably justify
the Tourest attendance from profitability point of view. In connection to this, the au-
thor did a profit sensitivity analysis (PSA) based on 6 scenarios, which would help
Moon Travel to understand how changes in different variables affect the profitability.
Based on that profit sensitivity analysis, the author also presented return on investment
(ROJ) for each of those scenarios. Additionally, the author discussed the method of
measuring the return on objectives (ROO), which is also critical for Moon Travel to

take into consideration.

4.5.1 Profit sensitivity analysis (PSA) of Tourest

During the interviews, all of the interviewees agreed that the financial return of attend-
ing travel trade fair usually comes in two different forms and they are 1) sales revenue
generated from potential customers and 2) the monetary value of deals which were
made with new business partners and suppliers in that particular travel trade fair. To
facilitate the ROI calculation, the author estimated that 10% of the 1,620 booth visi-
tors, which is 162 potential customers, turn up to Moon Travel for either booking their

holidays or hotel rooms or purchasing air tickets during some part of the year after the
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travel trade fair. On average, they purchase any of the products equivalent to € 200.
Besides, Moon Travel would also be able to make, as an assumption, 8 business deals
of which each equivalent to € 2,500. The contribution margin as stated by Moon Trav-
el is 39.5% at this moment. Consequently, 60.5% of the total revenue is the cost of the

sold products.

In practice, the number of customers or business deals from Tourest will be different
than the prediction. The average purchase by each customer and the revenue size of
each business deal will also be different. The amount of Tourest participation costs will
certainly change as well. Hence, the author realized that it would more prudent to show
the different scenarios of profitability with the changes in different variables. There-
fore, the author used 6 different scenarios for the profit sensitivity analysis (PSA) to
show how a certain percentage change in different variables affects the total profitabil-
ity. In Table 4, the author built 6 different scenarios considering a 10% increase and

decrease in different variables.

— Scenario 1: The average price of individual customer purchase and business

deal decreased by 10%. Other variables stick to the estimation.

— Scenario 2: The average price of individual customer purchase and business

deal increased by 10%. Other variables stick to the estimation.

— Scenario 3: The number of individual customer and business deals decreased

by 10%. Other variables stick to the estimation.

— Scenario 4: The number of individual customer and business deals increased by

10%. Other variables stick to the estimation.

— Scenario 5: The amount of Tourest participation cost decreased by 10%. Other

variables stick to the estimation.

— Scenario 6: The amount of Tourest participation cost increased by 10%. Other

variables stick to the estimation.
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Table 4. Building scenarios for profit sensitivity analysis (grey cells indicate changes)

Base

Change in unit
price

Change in sales
volume

Change in costs

data

S1

S2

S3

S4

S5

S6

Average
individual
customer
purchase

€ 200

€ 180

€ 220

€ 200

€ 200

€ 200

€ 200

Number
of
custometrs

162

162

162

146

178

162

162

Average
business
deals

€ 2,500

€ 2,250

€2,750

€ 2,500

€ 2,500

€ 2,500

€ 2,500

Number
of deals

8

8

8

7

9

8

8

Tourest
cost

€ 11,060

€ 11,060

€ 11,060

€ 11,060

€ 11,060

€ 9,954

€ 12,166

Based on the abovementioned assumptions and created scenarios, the author made a

profit sensitivity analysis in Table 5. This table will help Moon Travel to see the change

in profitability based on both numbers and percentages.
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Table 5. Profit sensitivity analysis based on the estimated data and 6 other scenarios

Change in unit Change in sales Change in costs
Base price volume
dat
e S1 S2 S3 S 4 S5 S6
€ € € € € € €
Revenue
v 32,400 29,160 35,640 29,200 35,600 32,400 32,400
customers
Revenue

from busi. | 20,000 | 18,000 | 220000 | 17,500 | 22500 | 20,000 | 20,000

ness deals

Total 52,400 47,160 57,640 46,700 58,100 52,400 52,400
revenue

Variable
cost

(60.5%)

31,702 | 28532 | 34872 | 28254 | 35151 | 31,702 | 31,702

Contribu-

tion 20,698 18,628 22,768 18,446 22,949 20,698 20,698
margin
(39.5%)

Tourest

ot 11,060 | 11,060 | 11,060 | 11,060 | 11,060 | 9,954 12,166

l;i'oﬁt 9,638 7.568 | 11,708 7.386 11,889 | 10,744 8,532
0SS

% change No

: -21.5% 21.5% -23.4% 23.4% 11.5% -11.5%
in profit change

Profit

- -2.15 2.15 -2.34 2.34 -1.15 1.15
multiplier

From Table 5, it is evident that a 10% decrease in the number of customers (Scenario
3) reduced the profit by 23.4%, which is a profit multiplier factor of -2.34. For clarifi-
cation, the profit multiplier in the table is calculated dividing the percent change in
profit (-23.4%) by percent change in key factor (10%). However, a 10% increase in the
number of customers (Scenario 4) increased the profit by 23.4%. Scenario 3 is a revised
calculation of scenario 4 and they have a common multiplier of 2.34. (Jones et al. 2012,
115.) Below the profit multipliers are ranked in order of size ignoring the positive or

negative sign.

2.34 S 2.15 S 1.15
Scenario 3 & 4 Scenario 1 & 2 Scenario5 & 6
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The idea of ranking the profit multipliers helps to understand the degree of impact
they have on profitability. The biggest number has more impact on profitability both
positively and negatively. For example, 2.34 is the biggest profit multiplier. In scenario
3, it was negative and thus it resulted in the lowest profit out of all scenarios. On the
other hand, it was positive in scenario 4 which resulted in the highest profit out of all
scenarios. (Jones et al. 2012, 115.) However, no scenario faced any loss based on a 10
% change in different variables. As a whole, the given estimation will work as a foun-

dation for Moon Travel to understand how much sales to be made in order keep posi-

tive ROL.

4.5.2 Measuring return on investment (ROI) of different scenarios

From the profit sensitivity analysis done in the previous sub-chapter, Moon Travel can
easily see the profitability of each scenario and rank them in order from highest to low-
est to find the most investment friendly scenario. However, the profit or loss from
profit sensitivity analysis might not always show the real picture to take strategic deci-
sions. A scenario can produce the second highest profit, which is slightly less than the
highest profit, with significantly less investment. Therefore, Moon Travel might also
want to consider the relation between the cost of investment and the gain from the

investment. Considering this, the return on investment (ROI) for all of the scenarios is

calculated in Table 6.
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Table 6. Measuring ROI for different scenarios of Tourest

Base Scenario | Scenario | Scenario | Scenario | Scenario | Scenatio
data 1 2 3 4 5 6
A.
Profit/loss 9,638 7,568 11,708 7,386 11,889 10,744 8,532
€
B.
42,762 | 39,592 45,932 39,314 46,211 41,656 43,868
Total cost €
ROI %
22.54% | 19.12% | 25.49% | 18.79% | 25.73% | 25.79% | 19.45%
(A/B*100)

The profit/loss data is taken from profit sensitivity analysis table and the total cost
consists of variable cost and Tourest cost. As for example, the profit in Scenario 2 and
Scenario 5 is € 11,708 and € 10,744 respectively. Even though Scenario 2 provides one
thousand euro more profit than Scenario 5, the ROI for Scenario 5 is still higher. It
implies that the Scenario 2 costs proportionally more resources to produce a certain
amount of profit than Scenario 5. As a whole, the ROIs of the given scenarios were
pretty much consistent with the profits from the profit sensitivity analysis except in
that one case. However, there can sometimes be situation where the ROI and profit
from sensitivity analysis are dramatically inconsistent. For better financial management,
Moon Travel must always consider the return on investment (ROI) calculation along

with the profit sensitivity analysis.

4.5.3 Measuring return on objectives (ROO) of Tourest

Measuring effectiveness based on the numbers does not always reveal the true picture
to the management. There are a lot of benefits or returns, which are qualitative and
often difficult to measure in monetary value. Therefore, it is advisable for Moon Travel
to evaluate also the qualitative returns from the Tourest participation. The best ap-
proach to do it is to measure the return on objectives (ROO). In this respect, two of
the interviewees agreed that Moon Travel should have set objectives before attending
the Tourest travel trade fair. Those objectives must be measurable and the actual re-

sults must be matched against the set objectives after participating in the Tourest. For
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instance, the reputation of Moon Travel can be significantly increased in the Estonian
travel market if the company can get media coverage. Therefore, Moon Travel can try
to get itself appeared as a speaker when the local TV channel broadcast news about
Tourest. After the fair, the company can evaluate if it was successful to do it or not.
Besides, trade fairs are a good place to generate sales leads that can bring future busi-
nesses for companies. As part of it, Moon Travel can aim to collect the contact infor-
mation of 80% of 1,620 potential booth visitors and match if it could achieve those
numbers after the fair. Other possible objectives could be, for example, having X

numbers of B2B meetings, increasing awareness by Y% and so forth.
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5 Conclusion

Researching the financial management perspective of attending Tourest is very sensi-
tive. The ability of proper estimation of different variables plays a significant role for
the success of Tourest. Besides, procuring from the right place, managing the right
sponsors and convincing the right customers and business partners are also key success
factors. In this chapter, the author concludes the research by summarizing the key
findings and providing the recommendations. The author also addresses several other
important topics like the reliability and validity issues, research gap and limitation and
potential future development of the thesis. The author also reflects own learning expe-

riences that were gathered throughout the thesis writing process.

5.1 Key findings

The viability of attending the Tourest travel trade fair is challenging but quite possible
for Moon Travel. While auditing the internal resources, the author found that the
company needs to possibly hire additional employees for the event as not all of the
office employees can participate in the travel trade fair. During one meeting with
Moon Travel, the managing director confirmed that the company has possibility to
back up all the necessary costs for the Tourest provided that there will be promising
return. Besides, the author also understood that the competition is severe in the indus-
try. So, Moon Travel must differentiate its presence in the Tourest in terms of its
products, services and price. In addition, the company must send well trained staffs
and do excellent promotions in order to differentiate itself from its competitors. By
following these measures, Moon Travel will increase the chance of receiving higher

return from the investment.

Although Moon Travel can alternatively communicate with the companies by emails
and callings, it will be very time consuming. Attending Tourest is more logical for

Moon Travel in order to meet potential customers and business partners face to face
and to instantly network in the Estonian market. On the other hand, attending travel

trade fair in Estonia is cheaper than in other neighbor countries like Sweden or Den-
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mark but again the purchasing power of the Estonians is low compared to that of

Swedish or Danish, which is worth to consider.

Despite growing, Moon Travel is still a small enterprise. Therefore, the budget devel-
opment process will not be very complicated for the company. The management must
decide what should be the unique objectives for being at the Tourest and the depart-
ments can cross-functionally work in developing the budget. Estimating cost is the one
of critical tasks and must be done optimally. While researching the costs, the author
found that the cost of promotional gifts is very expensive but the need of having them
is also critical. Visitors often dump the brochures and other promotional printed mate-
rials. However, the visitors use the promotional gifts, such as pens or key rings, for
longer time. Hence, those gifts are much more effective as a promotional mean. On
the other hand, the spending on training personnel, booth design and promotional ma-

terials has a strong relationship with the financial return from the Tourest.

Generating revenues as in-kind cost reductions are the best way to off-set the costs.
Grants are often given to non-profit organizations, start-ups or social businesses. As a
result, it is less likely for Moon Travel to receive grants from any institutions. For
commercial businesses like Moon Travel, it is more common to subsidize costs by get-
ting sponsors. Getting a co-exhibitor can be very cost efficient since Moon Travel can
make the best use of its booth space by sharing it with the co-exhibitor, for example.
Co-selling or merchandising products like DVDs or travel books can also be useful but

there is always a risk of unsold products which may increase the costs in the end.

The estimated breakeven for Moon Travel is € 28,000. Almost all the general costs are
included in the cost estimation. Besides, the number of promotional materials and gifts
is estimated sufficiently more than the estimated number of booth visitors. Conse-
quently, there is very less possibility to have any dramatic change from promotional
perspective. On the other hand, if Moon Travel can get any in-kind contribution, the

actual cost will rather decrease, which will subsequently decrease the breakeven target.
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Predicting the profitability and the return on investment from the Tourest are relatively
the harder task. The actual outcome extensively depends on Moon Travel’s perfor-
mance on the fair. While analyzing the given pro-forma income statement with differ-
ent scenarios, the author found the number of customers and business deals; the aver-
age customer purchase and average deal size; and the cost of Tourest as the most influ-
ential variables respectively. After calculating the profit multipliers, it was clearly ob-
served that a 10% change in the number of unit has more impact on the profitability
closely followed by a 10% change in the unit price. However, the profit multipliers may

be different when a 20% change is applied.

In reality, Moon Travel can have situation where estimation unpredictably fails. To give
a view of extremely worst scenario, the author projected Scenario 7 where both the
unit price and the volume of sales drop by 10%; and the Tourest participation cost
increases by 10% which turns into € 12,166. Following this scenario, the revenue from
the total individual customers would be € 26,280 (€180*%146) and from the business
deals would be € 15,750 (€2,250*7). The revenue in total is € 42,030. After deducting
the COGS (60.5%), the contribution margin is calculated as € 16,602, which is still
higher than the Tourest cost with 10% increase. So, if Moon Travel can perform its

best at the Tourest, the outcomes are more likely to turn into profits.

5.2 Recommendations

The first and foremost recommendation for Moon Travel would be to assess its inter-
nal resources and the external influence factors which would define the scope of

Tourest. Moon Travel must attend Tourest with a view of further developing its busi-
ness. It must realistically set the objectives and targets both for the costs and benefits.
Additionally, Moon Travel must do its homework beforehand so that it clearly knows

which companies to meet, what kind of proposals and deals are to offer and so forth.

The personnel sent over the Tourest must be highly trained who can add value for
Moon Travel by making positive impressions to the visitors and other stakeholders.
Empowerment of employees is a must so that they can take instant decisions if any

potential customer wants to make any deal. Management must back up those decisions.
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Moon Travel can look for alternative options or cheap sources to reduce costs without
compromising the objectives and quality. However, a budget cut for Tourest will not
be a wise idea to reduce the costs since Moon Travel is not a well-known company in
Estonia. Therefore, it requires a booth with sufficient square meters and with outgoing
personnel that can create good impressions and make Moon Travel visible out of other
competitors. A squeeze in the spending may lead the whole investment in vain as the

company may not be noticed by most of the potential visitors and businesses.

Attending Tourest involves a certain amount of cost which is unavoidable and signifi-
cant for Moon Travel. Therefore, it is highly recommended that Moon Travel finds
potential sponsors who can offer money or physical products or services, which the
company can utilize to subsidize its total costs. For example, Moon Travel may con-
vince Finnair to provide free tickets for attending Tourest in return of having Finnair’s
name on the banner as official travel partner. Having this sponsorship reduces the total
cost by 460 euro, which alternatively reduces the target breakeven in revenues by

4.15%. Having co-exhibitor is no less important in reducing the costs.

Moon Travel must have a very effective system to record and track all the potential
leads that generate from the Tourest. In additional, the company must motivate visi-
tors to leave their contact information; sign up for newsletters and offers; and sub-
scribe to its Facebook, Twitter and other social media channels. Making them doing so
would keep the visitors engaged with Moon Travel even after the Tourest. When those
visitors plan for their next holidays or trips, there will be higher chance that they will
consider Moon Travel to buy their air tickets or hotel rooms. The whole idea is to gen-

erate revenues from the potential booth visitors in the future.

The estimation of total costs, revenues and breakeven may change due to adding or
subtracting different elements in any of them. Therefore, Moon Travel can build other
scenarios based on the suggested method shown in this thesis. It will help the company
to understand the financial management of the Tourest more clearly. For example,
Moon travel can build different scenarios and do sensitivity analysis to figure out how

different amount of sponsorships affects the breakeven target. Besides, if Moon Travel
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experiences any difficulty in figuring out its priorities, it can always use the profit mul-
tipliers to figure out the most important variables on which it should focus on. It will

certainly help the case company to reduce the risk level of making losses.

One of the effective ways to evaluate the success of Tourest is to benchmark the
achievements with the predetermined criteria. After a certain period of time of attend-
ing Tourest, Moon Travel can compare the actual expenses and revenues with the es-
timated expenses and revenues of this thesis. When Moon Travel will attend the
Tourest for the second time, it can benchmark the estimated expenses and revenues
against those incurred in the first time. Some of the notable parametric method for
benchmarking travel trade fair are cost per client, hit rate, percentage of leads convert-

ed into sales, average revenue per inquiry and so forth.

Last but not least, the success in terms of profits may not come easily in the first at-
tempt. If Moon Travel can foresee the potentiality or other qualitative benefits, it must
try to keep up attending Tourest in the following years as well. As one interviewee stat-
ed, most companies start with small and it takes years to make networks and connec-
tions in order to achieve the desired success. The processed is described through Fig-

ure 8.
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Figure 8. Continuous development can enhance the effectiveness of financial manage-

ment process of the Tourest for Moon Travel (Allen et al. 2008, 535)

5.3 Research gap and limitations

Although the author tried his best to justify all the arguments and to estimate the
numbers based on logical thinking and reliable sources, this thesis has naturally some
gaps and limitations like all other researches. The author encountered few of them and

they are stated below.

This thesis provides a projection of financial management perspective of attending

Tourest which is subject to change in practice.

The author didn’t find any article or study that contains information about the industry
average for different variables for the travel trade fair. Therefore, the author had to
estimate the whole budgeting process and ROI calculation based on logical thinking

and educated guess, which may vary if the same research is done by another person.

The estimation of the stand cost is done based on Tourest 2014 which may be differ-

ent for Tourest 2015 or for the later years.
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The costs can be different in reality because the author didn’t have opportunity to ask
Moon Travel about the specification of every cost. Besides, Moon Travel can have
good connections with suppliers who can supply, for example, promotional materials
and gifts in much cheaper price than estimated. Then, it will also change the whole

scenario of breakeven and profit sensitivity analysis calculation.

Moon Travel couldn’t provide any information about the sales ratio between hotels
rooms, holidays and air tickets. So, it was not possible to show the breakeven based on
the number of units for each product line, which could have provided different per-

spective for the breakeven targets.

A profit sensibility analysis with more complicated scenarios would have added values
to this research. However, the author kept limited number of scenarios in order to

make it easy for Moon Travel to follow.

The revenue generation shown in different scenarios is based on logical reasoning pro-
vided that Moon Travel will perform its best to achieve them. However, there are ex-
ternal factors that may also affect the influx of revenues from the customers or poten-

tial business partners in the real event.

5.4 Reliability and validity of the study

The author took all necessary cautions in order to maintain the reliability and validity
of this thesis. The author used large number of academic books and journals mostly
written by well-known writers in the relevant field. The author used many appropriate
theories and models that helped the thesis to keep its focus and to research the pro-
spective problem. Besides, the author also did a great deal of self-study about the
Tourest and travel trade fair in general. It helped the author to understand the budget
development of travel trade fair, which alternatively helped to comprehend the finan-

cial management perspective of the Tourest.

As this study involved several estimations regarding the budget development process

and post-event evaluation method, the author had to use many external internet
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sources to support them. In this case, the author used the most accredited and popu-
larly used internet sites in order to maintain the reliability and validity of the infor-
mation. The author also tried to be honest and avoid biasness while picking up infor-

mation.

As for the interviews, the author interviewed 6 people mostly from the travel or rele-
vant industries. All of them had over 12 years of professional experience and were/are
directly involved in the decision making process in the trade fair. The author followed
a common questionnaire while interviewing them. The author observed that the in-
formation received from the interviewees developed similar patterns. Hence, the au-
thor strongly believes that the results of this thesis are undoubtedly reliable and valid;

and can be applied in real business practice by Moon Travel.

5.5 Self-learning evaluation

The author developed numerous skills, gathered knowledge on the particular topic and
encountered diverse experience throughout the thesis writing process. One of the
noteworthy skills was the capability of selecting a well demarcated thesis topic. In the
beginning, the author came across with numerous books and articles with numerous
theories and model. However, the author learned that not all the information is valid
for this particular research. During the thesis writing process, the author learned how
to search relevant information out of vast information pool. Couple of times, the au-
thor had to rephrase an existing theory in order to make it adaptable with the research
problem. The author also had to follow certain procedures and guidelines like semi-
nars, advising sessions, method workshop etc. while writing this thesis. They were cer-
tainly a great experience for the author. Without having them, the writing of this thesis

would never be the same.

Another interesting and very particular skill that the author developed during this the-
sis writing process was interviewing. The author had to develop the questionnaire;
meet and interview potential interviewees; transcribe interviews into texts; categorize

and summarize information in order to get valuable findings to the research problem.
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The author observed that he had developed versatile kind of skills only through single

interviewing process.

In a nutshell, the author enhanced his project management skills. Never before had the
author any experience to deal with such big project. After the successful completion of
writing this thesis, the author evaluated that he had learned time management and pri-
oritizing issues to get things done on time. Other learning and developments were fo-
cusing on the problem, paraphrasing, summarizing, developing appropriate concept

based on available theories and models and so forth.

5.6 Potential future development

The author researched the financial management perspective of participating in the
Tourest based on several estimations since Moon Travel have not participated in the
Tourest by the time the thesis was completed. Hence, there is a possibility for Moon
Travel to conduct a new research regarding the cost variance analysis after the compa-
ny has attended the Tourest. This analysis will compare, contrast and weigh between
the actual costs and the estimated costs of the Tourest travel trade fair participation so
that Moon Travel can do better projections about the costs for the upcoming Tourest
or other travel trade fairs. Besides, there is also a great need for Moon Travel to accu-
rately measure the revenues that would generate throughout a particular time frame
after attending the Tourest travel trade fair. The cost-benefit analysis of Tourest and
similar travel trade fairs is also an interesting topic to be carried out as potential future
development. Further, more specific studies like profit oriented financing, managing
sponsorships, and optimizing costs for the Tourest can also be carried out. In any case,
this thesis will certainly work as a great foundation for any potential event management

research for Moon Travel from the financial management point of view.

54



References

Allen, J., O’Toole, W., Harris, R. & McDonnell, I. 2008. Festival & special event man-
agement. 4th ed. John Wiley & Sons Australia, L.td. Queensland.

Barringer, B. & Ireland, R. 2006. Entrepreneurship. Successfully launching new ven-

tures. Pearson Education, Inc. Upper Saddle River, New Jersey.

Braun, K.W., Tietz, W.M. & Harrison, W.T. 2010. Managerial accounting. 2nd ed.
Pearson Education, Inc. Upper Saddle River, New Jersey.

Bryman, A. & Bell, E. 2011. Business research method. 34 ed. Oxford University
Press. Oxford.

Engel, P. 1996. Budget & finance. McGraw-Hills Companies, Inc. California.
Ereaut, G. 2012. What is qualitative research? QSR International Pty Ltd. URL:
http://www.gstinternational.com/what-is-qualitative-research.aspx. Assessed: 3 Dec

2013.

Fenich, G.G. 2005. Meetings, expositions, events, and conventions. An introduction to

the industry. Pearson Education Inc. Upper Saddle River, New Jersey.

Ghauri, P. & Gronhaug, K. 2005. Research methods in business studies. 3rd ed. Pear-
son Education Ltd. Harlow, England.

Jones, T., Atkinson, H., Lorenz, A. & Harris, P. 2012. Strategic managerial accounting,.

Hospitality, tourism & events applications. 6th ed. Goodfellow Publishers Ltd. Oxford.

Mihai, S. S. 2010. Economic efficiency and professional advantage of participating at

travel fairs. Annals of Faculty of Economics, 1, 2, pp. 1025-1029.

55



Momondo. 2014. Flights Helsinki - Tallinn. URL:
http://www.momondo.com/multicity/?Search=true& TripType=oneway&SegNo=1&
SO0=HEL&SDO=TLL&SDP0=07-04-
2014&AD=1&TK=ECO&DO=false&NA=false#Search=true& TripType=oneway&
SegNo=1&SO0=HEL&SD0=TLL&SDP0=07-04-
2014&AD=1&TK=ECO&DO=false&NA=false. Accessed: 25 Mar 2014.

Neely, A., Bourne, M. & Adams, C. 2003. Better budgeting or beyond budgeting?.

Measuring Business Excellence, 7, 3, p. 27.

Numbeo. 2014. Cost of living in Tallinn, Estonia. URL:

http://www.numbeo.com/ cost-of-

living/ city_result.jsp?country=Estonia&city=Tallinn. Accessed: 25 Mar 2014.

O’Toole, W. 2011. Events feasibility and development. From strategy to operations.

Butterworth-Heinemann. Elsevier 1.td. Oxford.

Owen, G. 1998. Accounting for hospitality, tourism and leisure. 2nd ed. Addison Wes-

ley Longman Limited. Essex.

Pizam, A. 1994. Evaluating the effectiveness of travel trade shows and other tourism
sales promotion techniques. In Ritchie, J.R. & Goeldner, C.R. (eds.) Travel, Tourism
and Hospitality Research. A Handbook for Managers and Researchers, 2nd ed., pp.
578-579. John Wiley & Sons, Inc. Canada.

Rubin, H. & Rubin, I. 2005. Qualitative interviewing. The art of hearing data. 2nd ed.

Sage Publications, Inc. California.

Saunders, M., Lewis, P. & Thronhill, A. 2009. Research methods for business students.

5th ed. Pearson Education Limited. Essex.

56



Society for Human Resource Management. 2005. The essentials of finance and budget-

ing. Harvard Business School Press. Massachusetts.

Tourest. 2014a. International travel trade fair Tourest. URL:

http://tourest.ee/eng/about-tourest/about-tourest/. Accessed: 3 Jan 2014.

Tourest. 2014b. Additional possibilities for exhibitors. URL:
http://tourest.ee/eng/for-exhibitors/advertising-possibilities/. Accessed: 25 Mar
2014.

Tourest 2014c. Original Sokos hotel Viru. URL:
http://tourest.ee/usetfiles/files/SokosHotelViru_Tourest%202014_eng.pdf. Ac-
cessed: 25 Mar 2014.

Tourest. 2014d. Prices if registered from October 01, 2013. URL:
http://tourest.ee/eng/ for-exhibitors/price-calculators/from-october-01/. Accessed:
25 Mar 2014.

Trade Show Institute. 2013. Trade show budgeting. URL:
http:/ /www.tradeshowinstitute.com/downloads/Trade%20Show%20Budgeting.pdf.
Accessed: 25 Nov 2013.

Tral. 2014. Palkkasuositukset. URL: http://www.tral.fi/jasen/51. Accessed: 25 Mar
2014.

Vistaprint. 2014a. Julisteet.
http:/ /www.vistaprint.fi/julisteet.aspxpfid=640&xnav=pricingdetails. Accessed: 25

Mar 2014.

Vistaprint. 2014b. Esitteet. URL:

http:/ /www.vistaprint.fi/esite.aspx?txi=14950&xnid=ContextualLeftNav_Brochures+

57



(linked+item)_Marketing+Materials_All+Products&xnav=ContextuallLeftNav_Leaf F

lyers+(linked+item). Accessed: 25 Mar 2014.

Vistaprint. 2014c. Flyerit. URL: http://www.vistaprint.fi/ custom-
flyers.aspx?txi=14951&xnid=ContextuallLeftNav_Flyers+(linked+item)_Marketing+M
aterials_ All+Products&xnav=ContextualLeftNav_Category_Marketing+Materials.
Accessed: 25 Mar 2014.

Vistaprint. 2014d. Kynit. URL: http://www.vistaprint.fi/personalized-
pens.aspxrxnav="Tsrltem&xnid=morelnfoPFID376#here. Accessed: 25 Mar 2014.

58



Attachments

Attachment 1. Thesis writing timeline (Gantt chart)

Task Name v |Duration v |Start ¥ [Finish Y| 16Sep'13 | 210ct'13 | 25Nov'i3 | 30Dec'13 | 3Feb'i4 [ 10Mar"
Background 2l1days  Mon 16.9.13 Sun 13.10.13 | EEaadl
study and
planning
Theoretical 40days  Mon Fri 13.12.13 ——d
framework 21.10.13
writing
Research lldays  Mon Sun12.1.14 =3
method study 30.12.13
Questionnaire 9 days Mon 13.1.14 Thu 23.1.14 o |
development
Contacting  25days  Mon 20.1.14 Fri21.2.14 | —
potential
interviewees
Interviewing 19days  Wed5.2.14 Mon 3.3.14  O—
Dataanalysis 15days ~ Mon24.2.14 Fri14.3.14 | o
Empirical part 12days  Sat15.3.14 Sun30.3.14  — |
writing
Finetuning  3days Mon 31.3.14 Wed 2.4.14 1
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Attachment 2. Interview questionnaire

Justification of attending trade fair

1.

What were the important factors that motivated your company to participate in the
international travel trade fait?

In general, how can a company determine whether it’s time to exhibit its products
or services in the international trade fair?

How much has the advancement in technology and social media changed the need

of being at travel trade fair for companies in your industry?

Funding & Revenue

1. According to your experience and knowledge, is there any non-governmental or
governmental sponsorship available for Finnish/Estonian companies to encourage
them for participating in the international travel trade fair?

2. What are the ways for an exhibitor to generate in-spot revenues in order to trade-
off the cost of trade fair attendance?

Budgeting

1. There is no doubt that spending insufficient or excessive resources hamper the
overall objectives of attending trade fair. What aspects should a company consider
to optimally determine the budget for international trade fair?

2. Considering the expenses, what are the differences between attending a travel trade

fair in home country and in abroad?

Measuring return on investment

1.

2.

As we know, attending trade fair doesn't generate instant revenue but brings future
business. So, how can a company distinguish between the sales resulted from at-
tending trade fair and the sales from normal activities?

What is the correct or recommended method to measure the success of interna-

tional trade fair?
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Attachment 3. Description of interviewees

Interviewee Designation Years of Date of | Duration of
professional | interview | interview
experience (Approx.)
Interviewee 1 | Marketing Director +15years | 05.02.2014 40 min
(Travel and tour)
Interviewee 2 | Managing Director 17 years 11.02.2014 40
(Travel and tour)
Interviewee 3 | Entrepreneur; and Former +25 years 26.02.2014 45 min
Director (Construction)
Interviewee 4 | Head of Communication 23 years 26.02.2014 40 min
and CSR
(Travel and tour)
Interviewee 5 | Entrepreneur 12 years 29.02.2014 35 min
(Event management)
Interviewee 6 | Managing Director 26 years 03.03.2014 | Email inter-

(Hotel and leisure)

view
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Attachment 4. Stand cost based on specific requirement

1. Exhibition space only* (86 EUR/m?)

*Includes rent of space, general lighting, gangway cleaning, stand cleaning before open-
ing of the fair, general security, non-refundable participation fee. No partition elements
included. Installation of electrical devices have to be ordered additionally by the Exhib-
itor and will be added to the cost.

2. Standard stand, no equipment** (113 EUR/m?) - 9m?, 12m?, 15m*(min)

**Includes rent of space, walls, fascia with exhibitot's company name (max.20 letters H
10cm), gray carpeting (different color for extra charge), spotlights (1p/3m2), general
lighting, gangway cleaning, stand cleaning before opening of the fair, general security,
EU standard plug socket 220V,1,0kW + electricity during the exhibition, non-
refundable participation fee.

3. Standard stand, no equipment** (108 EUR/m?) - 16m?, 18m?, 20m?, 24m?

**Includes rent of space, walls, fascia with exhibitor's company name (max.20 letters H
10cm), gray carpeting (different color for extra charge), spotlights (1p/3m2), general
lighting, gangway cleaning, stand cleaning before opening of the fair, general security,
EU standard plug socket 220V,1,0kW + electricity during the exhibition, non-
refundable participation fee.

4. Standard stand with basic equipment*** (123 EUR/m?) - 9m?, 12m?, 15m?
(min)

**Includes rent of space, walls, fascia with exhibitor's company name (max.20 letters
H 10cm), gray carpeting (different color for extra chatge), spotlights (1p/3m?2), table @
70 c¢m, 3 plastic chairs, 1 bar stool, info counter without doors, waste paper basket,
general lighting, gangway cleaning, stand cleaning before opening of the fair, general
security, EU standard plug socket 220V,1,0kW + electricity during the exhibition, non-
refundable participation fee.

5. Standard stand with basic equipment**** (116 EUR/m?) - 16m?, 18m?, 20m?,
24m?

*x Includes rent of space, walls, fascia with exhibitor's company name (max.20 letters
H 10cm), gray carpeting (different color for extra charge), spotlights (1p/3m2), table @
100 cm, 4 plastic chairs, bar stool, info counter without doors, waste paper basket,
general lighting, gangway cleaning, stand cleaning before opening of the fair, general
security, EU standard plug socket 220V,1,0kW + electricity during the exhibition, non-
refundable participation fee.

1 side open

2 sides open (up from 12 m2) + 15%

3 sides open (up from 18 m2) + 15%

O|lO0O|O|O

4 sides open (up from 48 m2) + 10%
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Attachment 5. List of all possible costs for Tourest

ADMINISTRATION First aid Cash and cheque
Office rental Tents Audit
Fax/photocopy Tables CLEANING
Computers Chairs Before
Printers Wind breaks During
Telephone Generator After
Stationary Technicians TRAVEL
Postage Parking needs Artists
Office staff Uniforms Freight
PUBLICITY SALARIES ACCOMMODATION
Artwork Coordinators Hotels
Printing Artists DOCUMENTATION
Poster and leaflet Laborers Photo
Press kit Consultants Video
Press ads INSURANCE HOSPITALITY
Radio ads Public liability Tent
Programs Workers compensation Food
VENUE Rain Beverage
Hire PERMITS Personnel
Preparation Liquor Invitations
EQUIPMENT Food COMMUNITY
Stage Council Donations
Sounds Parking VOLUNTEERS
Lights Childcare Food and drink
Transport SECURITY Party
Personnel Security check Awards and prizes
Toilet Equipment
Extra equipment Personnel
Communication ACCOUNTING
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