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ABSTRACT

LAPLAND UNIVERSITY OF APPLIED SCIENCES, Businessagulture

Degree programme: Master Biisiness Administration
Writer: Johanna Rytkdnen
Thesis title: A practical project of new servicesdm in the

tourism industry
Case Anttolanhovi

Pages (of which appendices81 (3)

Date: 26.10.2014

Thesis instructor: Sari Mattinen

The topic of the thesis is new service developnetiie context of tourism industr
The objective of the research is to create newitie8 that the commissioner c
provide to its customers outside summer seasonn \ifee occupancy rate is low
than during the peak. The thesis is done for Aaitbbvi, a tourism resort locat
close to Mikkeli on the shore of Saimaa.

The research was completed as a qualitative casly.sMethods of user-drive
innovation were used. Customers were invited ta@pate in the project through «
open call for innovation and through group intemsge In addition, observation a

expert interview were used. Data gathered througse methods was analyz

through content analysis.

The empirical research indicates that it is not dbavities themselves that cre
problems for the case compaijhere seems to be space for strategic definitig
target customer segments. Therefore, there seeni tohallenges in the ca
company’s decision making processes, specificallyiew of committing to long
term goals, which could also create hindrancedbksténg a recognizable profile.
could also pose challenges for product developniktite company tries to provig
products that suit all customers' needs. The rekeadicates that there also seem
be space for enhanced communication about theitegiavailable. It is suggest

that the company assesses its current customepgend makes a strategic decisi
about which groups to target in the future. Regaydproduct development it |i

suggested that in the future the memorability efekperiences is enhanced thro
story based design.

Keywords: new service design, product developmetatrism, user-drive
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1 INTRODUCTION

The motivation and background for this study aseaésed initially, followed by the discussion of
the research objectives. The methodological appraalso dealt with. Lastly, the structure of the

thesis is described.

1.1 Background and motivation

Tourism is currently the largest service sectoustdy in the world, supporting about 234 million

jobs, which equals to 8 percent of the world’s emgpient and 9 percent of world Gross Domestic
Product. Growth in this sector can be explainedugh globalization and rising standard of living.

Global travel is becoming increasingly accessiblenaisses. In 2012, the number of arriving airline
passengers exceeded the threshold of one billionthi® first time. This number is expected to
continue to grow rapidly. (Page 2011, 2, 7; UNWT@L2; Kotler & Bowen & Makens 2014, 5.)

Understanding customers is the key to successtulysts and customer relationships. The aim for
businesses is to acquire and maintain satisfiethies's, who create profit for the company (Levitt
1986, cited in Kotler et al. 2014, 7). Customers attracted and kept when their needs are met.
Successful companies consider customer satisfattien first priority. A satisfied customer will
pay a fair price, which includes profit for the goamy. For a company it pays off to take actions to
ensure that the customer repeats their patron&gelef et al. 2014, 7.) These actions include
planning products and services to fulfil customeeds. According to Kotler et al. (2014, 9), “[i]f
marketers do a good job of identifying consumerdsee&eveloping a good product, and pricing,
distributing, and promoting it effectively, the oviiswill be attractive products and satisfied

customers”.

Customer participation in product planning is ongyvio aim for products that target customers’
needs more accurately than products whose develdpmsolely in the hands of the company. In
recent years, especially after 2006, studies imfolving customers in the product design process
have become increasingly commonplace in North Acaeand Northern Europe, and especially in
Scandinavia. However, studies in tourism industmtext are very rare. (Hjalager & Nordin 2011,

292.) The tourism industry itself has traditionadlgen itself as receptive to customer feedback.



However, the topic of customer involvement in n@wgce design (hereinafter NSD) in the tourism
field has received very little attention in reséarSigala 2012, 972.) In fact, the first interoagl

book on the topic is forthcoming (Egger 2012). heas where the existing theory base lacks in
scope, case studies are considered especiallplu{@igala 2012, 972). In this research a pralctica

project of NSD is analyzed against the approptiageretical background.

Understanding customer needs is especially impbmaservices, as the end product is co-created
with the customer during the service process. éntthurism industry, the goal is to fulfill tourists
needs, whether conscious or unconscious. (KompguBoxberg 2002, 47-51.) The value of
customerships and through that competitive advantag be increased through designing a service
offering that is interesting to customers (Storlza8k Korkman & Mattinen & Westerlund 2001,
16).

Product development work is a relatively new pheeoom in Finnish tourism companies.
Traditionally, tourism companies have focused oiding and maintaining their one core product.
Only in the last decade issues such as total guafithe tourism product and differentiation of the
product for various customer groups have gainednatin. (Komppula & Boxberg 2002, 6.)
Growth can be sought from either existing or newk®es, and by offering either existing or new
products. Modifying an existing product to attradditional purchases from existing customers is
the least risky approach to growth. (Holloway 20081-153.)

The Finnish tourism industry comprises mainly ofafiimscarcely situated units who mostly are
responsible for the distribution themselves. Thanesfthe responsibility for the product usuallyslie
with the entrepreneur. Through globalization andreased competition the role of product

development in tourism is growing. (Komppula & Bexg 2002, 6.)

On country level branding is done by the Finnisturisi Board. One of their strategic themes,
called Finrelax®, combines the elements of sauoantryside holidays, forest and water (Finnish
Tourist Board 2013, 3). Producing services thatHis profile could make it easier for the case

company to market their services in the future.



1.2 The case company

Anttolanhovi is a Finnish SME providing serviceste hospitality sector since 1981. Anttolanhovi

is located on the shore of Finland’s biggest laleke Saimaa, about 25 kilometers from the city of
Mikkeli and close to the village of Anttola, in Eash Finland, about 130 kilometers from the
Russian border. The premises include a hotel,svélad terrace houses, two restaurants and a spa.
The nineteen luxury Art&Design Villas were built dime lakeshore in 2008. The hotel rooms and
terrace house apartments are older and more mddese are altogether 235 beds and 160 seats in
the restaurant. The case company offers servicesrehlmabilitation, meetings, occasions,
accommodation and restaurant sector. Rehabilitati@mts are customers whose stay is fully or
partially financed by another party, usually eitkeenployer or a rehabilitation organization. These

clients have a ready-made daily programme of d&s/and lectures.

Anttolanhovi is owned by The Organisation for Rezfmiry Health in Finland. Since 2010 the
rehabilitation activities have been organized un@erve, which is the owner organization’s
nationwide provider of occupational welfare sersiceThe case company operates as an
independent unit with its own management. (Vervd42D The turnover of Anttolanhovi is
currently about 2 million eurodhe majority of revenue is derived from lodging aedtaurants,
lodging accounting for 55% and the restaurant 45%he revenue. The company employs 28

employees throughout the year, and extras duri@guimmer season. (Martikainen 2013.)

Anttolanhovi currently serves about 14,000 rehtdiibn and holiday customers per year (Salmela
2008). Anttolanhovi’'s customers are mainly domesiier 80% of customers in the hotel and 55%
in the villas are Finns. Foreign customers are makussians. Growth in the international sector is
sought from corporate groups and the wellbeingosdobm the Russian customers. (Martikainen
2013))

Anttolanhovi differs from a traditional hotel in éhsense that it does not only provide
accommodation and catering services in a destmafo@r most customers Anttolanhovi tise
destination, and therefore has to bear all the desasually set for a travel destination, including
lodging, catering and all the activities the visstavish to engage themselves in. Visitor attragtion
are usually the deciding factors in purchase dewssin the tourism sector (Swarbrooke 2000, cited

in Page 2011, 215). The activities customers wasta on their trip can only be chosen from the
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services or surroundings Anttolanhovi or nearbysm@ producers have to off&or Anttolanhovi
nature elements include the lakeshore, freshwaker, local wildlife and the surrounding pine heath
as well as the relatively secluded location awaymfrthe city. There is a golf course in
Anttolanhovi’s vicinity and a Frisbee golf course the premises. In the surrounding nature there
are jogging and skiing tracks of various lengthd ane nature trail. Anttolanhovi also organizes
cultural events, which are usually set around spart or food. These factors form the basis fer th
activity possibilities at Anttolanhovi’s premisesdasurroundingsThe results of this research will
be used in developing the activities that are atéal for customers.

1.3 Research objectives and questions

In Anttolanhovi almost half of the yearly sales areated during the three summer months. During
the rest of the year there is overcapacity. (Mantign 2013.)'he main objective of this study is to
create new low season service modules for the casgany, in order to balance the large
differences in demand between the high and lowoseddotel rooms and restaurant tables cause
fixed costs whether they are used or not. In congsawhere production causes high fixed costs,
such as hotel business, the companies aim to rathiteosts via strategies that maximise utility
rates (Albanese 2004, 14). Increasing the usageapécity during spring, autumn and winter
seasons would improve the profitability of the casmmpany. It is the assumption of the
management that by designing new activities thatroestomer wants better than the current ones,

the case company will be able to attract more eoste during current low season.

RQ 1: How can the case company increase low sadsmmiand by redesigning the activities being

offered through methods of new service development?

Answering this research question requires undeistgntourism as an industry, the nature of a
tourism product and the means how customers camvadved in NSD. While tourism product

shares many features with services, it has its @articular characteristics, which must be
understood in order to be able to successfully ldgpveew service components. Special attention is
paid to theories about the development of tourisimdypcts. These areas form the theoretical

background for developing successful new servicdutes.
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There are many ways through which customers canvadved in product or service development.
Customers can serve as passive producers of infiemmar as active participants in the process.
The source of information can be a limited or agdamumber of users of tourism services.
Combinations of these four elements create foufemiht groups of methods in user-driven

innovations, each of which are particularly suigatar certain types of data collection.

At the case company, the surrounding scenery has bederutilized in the service concepts. The
management wishes to make it increasingly a patheif service offering. The second research
guestion contemplates this topic combined with végti development from the customer

perspective.

RQ2: Which activities do customers wish to engdgamselves in during the low season in the

nature surrounding Anttolanhovi?

According to Weaver and Lawton (2010, 171), tosristn either be interested in a particular type
of activities and choose their destination basedhis preference, or they can be interested in a
particular destination and pursue whichever aatisitare available. The latter scenario is less
common and consists of tourists who are limiteth&ir choices to near-by destinations either from
financial or time constrictions. It can also inatutravelers who are particularly interested in a
specific destination for other reasons, such aplpdeoaveling to visit their family roots. (Weav&r
Lawton 2010, 171 — 172.) It is more likely a destion to be chosen if it offers activities that are
attractive for potential customers. Thus it is tottdlanhovi’'s benefit to seek to understand what
these activities are and provide them in theirctela of services. The results of this research wil
be used in developing the activities that are abé#l for customers. Activities are planned to be
launched initially for private clients. Later susstul activities can be included in rehabilitation

clients' schedules.

1.4 Research methodology

In this study the main approach is qualitative aesle. Qualitative research is an umbrella term for
many different types of research methods. It saesf scope for detail, and strives for the
understanding of phenomena. Samples are smallableea thorough understanding. (Silverman
2005 10, 14; Eskola & Suoranta 1998, 18.)
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Case study is used as the methodological apprdmadis. nature case studies are subjective and the
answers sought are about the qualitative elemeatte Gtudies research how people understand the
situation and their surroundings, and what liesebhe more objective evidence. (Gillham 2001,
7.) The case study method is the preferred optibanwthe current state of affairs is studied, but
when the relevant behavior cannot be systematiealty intentionally manipulated (Yin 2003, 7 -
8). The case study method, unlike a controllecearment, embraces real-life situation as a whole
with all its complexities, rather than trying twiate the research subject (Yin, 2003, 13). In case
studies evidence is the starting point insteadhebty. The case is not fitted into a theoretical
framework chosen in advance; instead a groundearythe developed from the case. (Gillham
2001, 12))

Both quantitative and qualitative data collectiorthods are used in case studies, but usually the
gualitative methods will predominate (Gummesson02@®). It is typical of a case study to use
multiple sources for evidence (Gillham 2000, 2)tHis research, the literature review is supported
by an empirical part consisting of two complemegtdata collection methods and their analysis.
Approaching the topic from different viewpoints bging multiple sources of evidence is called
triangulation. Using multiple methods instead oé @amsures the reliability of the study and adds to
the versatility of the case. Such versatility ipexsally useful in case study research, as fewscase
are one-dimensional. (Gillham 2001, 13; Yin 20038.) Iriangulation in this research is achieved
by combining the theoretical knowledge, analyssrirthe empirical study and observations and

insights gained from communication with the casmpgany representatives.

The writer is not personally a member of the casgamzation. Therefore, all information
concerning the case company is limited to whatdbmpany wished to supply and to sources
publicly available. In this research that inclugmdblic sources and communication with the hotel
manager via email, telephone and face-to-face si&sons. According to Gillham (2001, 28), it
takes time to penetrate the facade to really utalesthe company culture. Most companies and
individuals put up a front that they present tosalgrs. During the empirical study conducted at the
premises, the director of Verve commented thhere is nowhere as much bullshitting as in
tourism industry; we know how to make things lookdy” It should be noted that this research
project might not allow for an outside researchéfigent time to see behind this front. Therefore,
the role of the writer is more that of an outsidesultant. Being an outsider reduces the typis#l ri
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of insider bias, where the researcher of a cas#ystifamiliar with the context and expects to

‘know’ it, making assumptions (Gillham 2001, 18).

As a case study, the findings of this research @abe generalized (Gillham 2000, 6). The aim of
this study is to produce in-depth findings for fh&poses of the case company only. If there are
generalizable findings that match other Finnish SNtkEthe tourism sector, they are merely a by-

product, not the aim itself.

Case approach can be seen as the main methodsddttinly, with different sub-methods in data
collection and analysis. In order to collect engalidata for this research two methods of user-
driven innovations were utilized. The data collectand analysis methods are presented and their
choice is motivated in chapters 4 and 5, afteptioeess of user-driven innovation is explained.

1.5 Structure of the thesis

The thesis is written in eight main chapters. Tharacteristics of tourism as an industry and
tourism products are dealt with in chapters 2 an@t&apter 4 discusses product development and
ways in which customers can be involved in NSD egillg in the tourism sector, presenting the
choice of research methods available for user-drimaovation. Chapter 5 motivates the choice of
the data collection and analysis methods and desscthe course of the empirical study. In chapter
6 the findings of the practical case are presenithd.chapter to follow discusses the results of the
empirical study and provides recommendations ferdlise company both in the field of NSD and

regarding strategic management. The final chaqtermarizes the research and draws conclusions.
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2 TOURISM AS A FIELD OF TRADE

Operating in the context of tourism has speciallicagions for a company. This chapter discusses
those implications. It provides the backdrop of finactical development project presented in this
research. The first subchapter discusses the dmwelast of tourism and future forecasts,

commenting on the characteristics of the industigl their repercussions for the case company.
Different types of tourists are presented in theosd subchapter. The last subchapter deals with
strategic management in the industry and bringsmmapagement issues that are typical for tourism

industry and the case company.

2.1 Development of tourism industry

Tourism per se is almost as old as civilizatiorlfisbut only in recent times it has become a
phenomenon of the masses (Page 2011, 35). Thebpitiesi for individuals to travel have
increased rapidly in the last decades. During &t half of the 2B century tourism developed
from a marginal activity with only local significaa to an economic giant. (Weaver & Lawton
2010, 3.) The major consumption patterns have ménad home ownership to car ownership and
later to spending on travel and tourism (Page 2@)L1The growth of international tourism since

1950s and the expected development in the futererasented in figure 1.

International Arrivals: Actual and Forecast
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Figure 1. The growth of international tourism since 1950 &mekcasts to 2020 (UN-WTO data,

cited in Page 2011, 17)
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The second half of the #century saw a rapid rise in modern mass touristh thie amount of
inbound stayover visitors growing over 36 timesaszn 1950 and 2007 (Weaver & Lawton 2010,
57). During this development phase tourism was aeatisized, as the increased free time, income
and opportunities for international travel allowmdddle and working classes in the Western world
and later in some Asian societies to travel (Wed& eawton 2010, 153; Page 2011, 49). The pace
of development has only increased with the low @dines entering the industry in the recent
decade (Page 2011, 8 - 9).

Today, over 900 million international tourist tripse taken yearly, and it is estimated that the
amount of domestic travel is tenfold of this volur@airrently, tourism attributes for about 10% of

the global GDP, and around 235 million jobs areethelent on it. (Weaver & Lawton 2010, 3; Page
2011, 1 - 2.) The amount of tourists is expectedaiatinue rapid growth in the future (Page 2011,
2).

In Finland there are about 27 000 tourism comparoéswhich over 90% micro companies.
Tourism industry employed 184 400 employees in 2@ddking the industry a significant employer
at national level. The employment has grown 35%veen 1995 and 2012. (Matkailu.org 2014.) It
is expected that tourism will continue growing alsoFinland. A total of 45.000 new jobs are
expected to be created between 2007 and 2020012 there was a total of 20.3 million overnight
stays in Finland, out of which 71% by domestic 28&b6 by foreign customers. (TEM 2014, 8-10.)
In the foreign sector Russians are the largesbmest group and their share is expected to grow, as

demonstrated in figure 2.
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Figure 2. The prognosis of foreign stayovers (Hietasaari 2@k8d in TEM 2014, 12)

The significance of the Russian and Asian markegrasving in Finland. In 2012, most foreign
customers arrived from EU (49%), Russia (26%), 8Scavia (14%) and Asia (9%). Largest
growth was seen in the customer segments from Chlm@an, Great Britain and Russia. (TEM
2014, 12))

However, the development in the number of arrivingrists does not always remain stable.
Tourism as an industry is very susceptible to tfieces of external shocks, such as terrorism or
natural disasters, which often lead to declinehi@ humber of visitors (Evans & Campbell &

Stonehouse 2003, 32- 40). Currently this tendeseysible especially in Eastern Finland due to the
events in Ukraine and Crimea in 2014. In March 2@feicombined amount of tax free shopping in
Finland by Russian customers had sunk 34% fronptheious year (Kemppainen 2014). Crises
related to Russia are especially problematic fatafid. That is because Finland's most significant
competitors in international tourism, i.e. Sweder &Norway, are situated closer to all source
regions apart from Russia. Transit time to Finlamdhus longer and trips more expensive from
other source regions. Therefore, Finland’s tounsmore dependent on the Russian market. (TEM
2010, 15.) Russian tourism is especially significea Southern Finland and in Eastern Finland

close to the border, where the case company isddca

Certain demographical trends are likely to influetaurism in the future. These include the growth
of the active 50+ age group and an increase imatheunt of single households as families are

started later and due to divorces and single pageniNew trends also include information
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technology becoming an essential element even thareit is today, environmental consciousness,
preference for greater convenience while travellthg media shaping the industry and technology
providing new ways to access tourism opportunit{®age 2011, 52; Matkailu.org 2014.) These
new developments have an impact on most tourismpaoies and need to be taken into
consideration in the strategic planning processheg set new demands to the services. This holds

true also for the case company.

2.2 Typology of tourists

Tourists travel different distances, lengths and didferent reasons. Different types of visitors
create different financial outcomes for compani€surists can be divided to domestic and
international tourists depending on whether the eerpce occurs outside their country of
residence. Domestic tourism is considered to behnaiger than international tourism. Domestic
tourists account for about 70% of total accommastathights according to World Tourism

Organization statistics. (Weaver & Lawton 2010,-223.) This ratio is similar in Anttolanhovi

(Martikainen 2013).

Those visiting from nearby areas, such as AnttolMikkeli in the case of Anttolanhovi, are not
officially considered tourists. These visitors dat feave additional revenue to the local economy,
although their customer relationship may be higldgirable for local companies and help even out
fluctuations in demand. (Weaver & Lawton 2010, 2239

Depending on whether the tourist stays overnightdhtegories of excursionist and stayover are
created. Excursionists are not labeled as touristfficial statistics. Those staying for a longesit

are likelier to need and use more services. In ddarthovi excursionists use catering and
programme services, whereas stayover tourists tueast accommodation services. Some tourists
stay up to ten weeks at the premises. Longer diays Anttolanhovi to manage its capacity.
(Weaver & Lawton 2010, 25; Martikainen 2014b.)

Tourists can also be categorized according to thipgse of their trip. The three main categories
are leisure and recreation, visiting friends ardtiees (VFR) and business. Leisure and recreation
form the biggest category, with VFR and businessdeelatively similar in size. One tourist may

have several purposes on one trip. Health toursmften connected with leisure motivations.



18

(Weaver & Lawton 2010, 26 — 30.) Customers visittalanhovi mainly for leisure, business or
rehabilitation purposes. A significant part of thestomer base consists of rehabilitation customers.
In the business sector Anttolanhovi organizes mgstand workplace health promotion activities,
but a recent law about companies no longer beilogvad to deduct their representational costs in
taxes has had an effect to the revenue from tli®is@oivuranta 2014). It was estimated that the
law reduces companies’ use of restaurant and acoolaion services by 40% (Oksanen 2014).
The Finnish Hospitality Association MaRa has repdrtincreased unemployment figures
(Koivuranta 2014).

2.3 Management in the context of tourism industry

Tourism industry can be seen as the sum of thestndland commercial activities that produce
goods and services for the use of tourists (Weé&vieawton 2010, 40). According to Page (2011,
241), tourism is a “complex amalgam of businesbas tooperate and work together to supply
products and services to tourists as consumersavéfeand Lawton (2010, 2) define tourism as
follows:

Tourism may be defined as the sum of the processésities, and outcomes arising
from the relationships and the interactions amangists, tourism suppliers, host
governments, host communities, and surroundingrenwients that are involved in
the attracting, transporting, hosting and manageémitourists and other visitors.

Different categories of operations include accomatioth, transportation, food and beverage, tour
operations, travel agencies, commercial attractamtssales of souvenirs (Weaver & Lawton 2010,
40). Thus the tourism sector is not a homogeneegment of the economy. It is formed by
companies and organizations directly or indireatlyolved in tourism. The indirectly involved or
allied industries, such as food suppliers, do meotgs see themselves as members of the tourism
industry. There is no joint industry control fromsangle source. The most significant sector is
accommodation. (Page 2011, 30 — 32.)

Tourism as an industry is constantly changing, &nsl the role of the management to anticipate
these changes and seek responses to them (HolR@@ly 158; Page 2011, 54). Page (2011, 242)
concludes that “management is about harnessingrgaization’s resources (especially people, as
its most valuable asset) to create services, owsoan products in line with what the tourist

requires as a customer.”
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Tourism can be managed at several levels. At thel & an individual enterprise the management
is responsible for running the company. At desiomatevel the responsibility for management is
often handled by a public sector body, such asiastm department. State-owned national tourism
organizations usually are responsible for tourisanagement at the country level. The complex
nature of the tourism industry must be taken irdosideration at all levels. (Page 2011, 32.) This
research operates at the level of an individuangnise. Decisions on national and destinationlleve

also have an impact on the case company.

Individual companies are managed at operational strategic level. Corporate level strategy
focuses on long-term planning towards the ovenalppse of the company, while operational level
is concerned with putting these strategies intetpra. Management between corporate level and
strategic business units can also be distinguishid.focus of corporate level strategy is on the
entire organization, while strategy of busines&ldocuses on the different strategic businesssunit
(SBUs) (Evans et al. 2003, 206-207, 209; Page 282], In Anttolanhovi the SBUs have been
divided into rehabilitation activities and the Ho#tad restaurant business, although all customer
groups use the same resources. Strategic managesndane jointly with Verve. (Martikainen
2014a; 2014b.)

One question in enterprise level strategy is resoylanning, which can fall to three general
categories. Strategies can be used to increasecogatse the company’s resources, or to keep them
relatively stable. (Evans et al. 2003, 289 - 2%Mjtolanhovi currently uses a combination of the
latter two strategies. Concerning the Art&Desighlag a retrenchment strategy is presently being
used. The capacity utilization of the villas has met the company targets, and therefore the villas
are currently on sale. Typically retrenchment stgjggs are used, when the competitive position is
weak or the environment is hostile for growth stgi¢s. (Evans et al. 2003, 238.) Despite the fact
that the villas are treated with a retrenchmamattatly, the company is not in a rush to sell thach a
they are still being rented to customers (Martikain2014b). The recent investments in the
Art&Design Villas are also an encumbrance to thegany’s finances, and therefore the company
is not planning on doing large investments in tearnfuture, but intends to keep other business

areas as they are (Martikainen 2013.)

Another consideration for the management is whetbgoroduce services in-house or to obtain

them through collaboration with other companiesisltoften essential for companies to work
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together to create services that respond to cusgdmeeds. In the tourism sector there is a high
level of interdependence, i.e. the accommodatittrgcions, transport and organizing sector are all
dependent on each other’s services. Collaboratistead of competition between companies can to
some extent create a competitive advantage. Itregicamanagement theory the competence based
approach suggests businesses to focus on theircoorpetences, outsourcing any other activities.
Collaborative networks allow the companies to foonswhat they do best, increasing efficiency
and flexibility. Collaboration can be either honal, where the partners are at the same levéleof t
value network, or vertical, including partners dtedent levels of the value system. (Evans et al.
2003, 326.) In tourism, co-opetition is a typictdategy for small companies, who co-operate to
attracts the customers to a particular area, ard ttompete against each other for the actual
patronage (Grangsjo 2003, 432-433).

In the tourism industry various types of co-opematnetworks have been developed (Evans et al.
2003, 260). One common form of joint developmentthie tourism sector are public-private
partnerships. In most areas tourism companies @rglemented with public sector agencies or
community groups for various purposes. The goalthese organizations can include regulatory
action, provision of industry infrastructure, renmay obstacles and providing industry leadership
and promotion. (Evans et al. 2003, 257.) Anttotanmtworks together with the local Centre for
Economic Development, Transport and the Environnmrewlifferent development projects, mostly
related to Russian tourism. Anttolanhovi is alsonamber in a local joint venture, Charms of
Saimaa, which brings together local companies éalhedor marketing purposes. The goal is to
attract tourists to choose the Lake Saimaa aremight also be necessary for Anttolanhovi to co-
operate with other local service suppliers to flufustomer needs concerning the new activities
stemming from this research. To the case compasysmot a new practice. Anttolanhovi already

co-operates for example with the local winery teate joint activities. (Martikainen 2014a.)
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3 TOURISM AS A PRODUCT

This chapter examines the typical characteristi€saotourism product. Characteristics that

differentiate products from services are handledwall as features unique to tourism products.
Other subchapters discuss how tourism productdecredue to customers, and discuss purchase
decisions, the factors behind those and the diffdevels of customer loyalty.

Tourism product can be described as a three-lesdemas done in Figure 3.

SERVICE SYSTEM

Figure 3. The tourism product modéhdopted and translated from Komppula & Boxberg2@3)

A tourism product consists of three levels; senggstem, service process and service concept.
Service concept refers to the fulfillment of thesimmer’'s needs, i.e. what the customer expects to
receive. Service process includes the processés vimble and invisible to the customer, which

are needed to create this experience. Servicensysters to both external and internal resources
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and the operational environment in which the sewiare produced. (Komppula & Boxberg 2002,
21; Konu et al. 131) This research concentratethercreation of service concept, i.e. in what the

company provides for its customers.

3.1 Characteristics of tourism products

Instead of producing tourism products as such, spitadity organization produces services. A
tourism product is created when a tourists utilibese services by participating in their produttio
process. This process creates an experience thbased on the customer’s own subjective
perception. It also has a particular price. (Kompp& Boxberg 2002, 21; Konu & Tuohino &
Komppula 2010, 131.)

All service products are intangible, which mearet tiney cannot be directly seen, touched or felt
before the moment of consumption. It also meanisdiistomers only take away the memory of the
services. Therefore, companies strive to create gries) i.e. produce experiences that are as
memorable as possible. Often it is active doing #r@ates these lasting memories, and the
selection of activities on offer also influence tbhoice of destination. Therefore, companies
advertise both the resort and the activities albbgla(Page 2011, 246; Kotler et al. 2014, 39.) For

this reason the case company wishes to develogcthaties available.

If the product is unsatisfactory to the client, gmnsations can be made but the product itself
cannot be returned. Thus the risk for buying teurrelated products is higher than the purchase of
tangible goods. The industry aims to reduce therigk by focusing on tangible elements such as
brochures, merchandise and sales people as wadliag the possibilities of modern technology on
their website to give the customers as accuratgenoé the product as possible. (Weaver & Lawton
2010, 183.) Currently, Anttolanhovi does not pravigictures of all the different types of hotel
accommodation facilities on their website. Doing would provide an opportunity to reduce

buyer’s risk by providing accurate pictures of wtta customer is purchasing.

Tourism products are also inseparable from theinufecturing process. It means that their
consumption and production takes place simultarigouche constant contact between the
producers and consumers of the service meanshibatature of this interaction impacts customer

satisfaction. This feature also means that toundtaence each other’s experience and perceived
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satisfaction with their own behavior. (Middleton @larke 2005, 42-44; Weaver & Lawton 2010,
184.)

Tourism services are heterogeneous, i.e. they lawegh level of variability. Each customer
experience is unique, and often influenced by wfiptable factors usually related to the human
element of the service. The moods, experienceseapdctations of the customer have an impact
the outcome. (Weaver & Lawton 2010, 184 — 185.)

Tourism services are also perishable; they areadashless they have been sold by the time of
production. Empty hotel rooms or tables at a reattucannot be stored for later use, but the
company still has to pay the fixed costs. Thereftoethe success of the company it is highly
relevant how high the occupancy rate is, and the management’s job to make sure that the
company is functioning at full capacity as muchta time as possible. For reasons such as being
able to keep year-round staff it is sometimes aedd to sell the service at cost price. (Evara.et
2003, 28 — 31; Middleton & Clarke 2005, 44-45; Wea& Lawton 2010, 185.) In Anttolanhovi the
capacity is fully used during summer time, but tlket of the year there is overcapacity. It is
therefore the aim of this thesis project to findlsons which help Anttolanhovi to reduce the gap

between supply and demand during low-season.

Besides the above discussed qualities of serviodugts, tourism products have some additional
factors that exist in the tourism context. These l@gh cost, seasonality, ease of entry and exit,
interdependence, impact on society and the effeekigrnal shocks. Typically tourism purchases
are of high cost to the purchaser, and quite afiey form the largest single item of a consumer’s
expenditure in a year. Therefore, tourism purchasesrarely impulse purchases and usually the
purchase decision is preceded with careful consiaer. This feature underlines tourism products’
intangibility, and sets demands to strategy ande@afly marketing. Tourism is also highly
seasonal, which influences the demand and thusales. This combined with the perishability of
tourism products creates issues for many compamelsiding Anttolanhovi. Tourism products in
general are relatively straightforward and easysdb up, therefore lowering the entry and exit
barriers to the industry. However, this is espégcisdue for tour operators, not so much for
providers of accommodation, such as Anttolanhowg #herefore the risk of new entrants is
relatively low for the case company. (Evans e28D3, 32- 40; Middleton & Clarke 2005, 45-47;
Page 2011, 160.)
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It results from the previously mentioned featurest tmany tourism companies have issues with
their capacity usage. This has a direct impacthenprofitability of the company, as overcapacity
means that the company faces fixed costs withauairgarevenue to cover them. (Albanese 2004,
11.) For Anttolanhovi, the main feature causingésswith overcapacity is seasonality. Between the
months June and August demand exceeds or at lgaatseto the supply, whereas during the
remaining months the company has overcapacity {kémnen 2013). To solve these types of
issues, strategic planning can be implemented (Aba 2004, 11). Figure 4 describes strategies to

manage the situation where supply and demand amvealy matched.

Supply Demand
Demand Supply
If supply exceeds demand: If demand exceeds supply:
* Increase demand * Reduce demand
* Reduce supply * Increase supply
* Redistribute supply. » Redistribute demand.

Figure 4. Supply/demand imbalances and appropriate strat@gieaver & Lawton 2010, 188)

In Anttolanhovi supply and demand are in imbalarMgaver and Lawton (2010, 188 - 189)
suggest three strategies for managing excess suppllge context of tourism. These include
increasing demand, reducing supply or redistrilgusapply. Increased demand can be sought from
adapting the product to suit new types of custopradtering or strengthening distribution channels
or identifying new sources of demand. The marketimg can also be adjusted by giving price

discounts or by redesigning marketing campaign®aVér & Lawton 2010, 188 - 189.)

Conversely, reducing supply is achieved by shuttlogin part of the operations, such as closing
one wing of a hotel. Lastly, redistributing or resturing supply means modifying supply, when it
no longer meets the needs it was created for. beldjorooms can be combined to meet the

contemporary demand or they can be converted inmteshare units. (Weaver & Lawton 2010,
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189.) Anttolanhovi expects that by altering the quat during the low season, i.e. by offering
different types of activities during the low seasdemand can be increased. Reducing supply is
sought through the sale of the villas. Restructursupply strategies are not used by the case

company.

In contrast, if demand exceeds supply, one possdilgion is to raise prices. Another possibilgy i
to increase the supply by creating more capacivteld can do this for example by building new
capacity or by providing more beds per room throagts and convertible sofas. The third option,
redistributing demand from high season to low seasotypically done by differentiating the
seasonal price. (Weaver & Lawton 2010, 189-190.AAttolanhovi modest yield management is
used, with a small variation in high season and s@&son prices. In summer temporary staff is
hired to take care of the rising number of custan@lartikainen 2013.)

3.2 Concepts of quality and value in tourism

The customer has certain expectations, which maynay not be met, or they can even be

exceeded. Customer value refers to difference letwiee benefits for the customer and the cost of
obtaining the product. (Kotler et al. 2014, 13.)eTdlifference between customer expectations and
reality determines whether the customer is satisfidost significant in creating the customer’s

perception are the moments where the customer atersuan employee of the organization.

(Komppula & Boxberg 2002, 42 - 43.)

The quality of a tourism product is perceived as tibtal quality from the beginning of the trip to
returning home. Therefore it usually includes p#ntst are produced by many different providers.
Thus it is not possible for a single company intiingism industry to control all the features which
influence the total perceived quality. (KomppulaB&xberg 2002, 12.) For the case company this
means that if activities are produced together wittollaborator, the case company has less control
over the quality the customer perceives in compari® activities that are produced by the case

company itself.

It is not always self-evident who the customelbspecially with companies as customers the user
of tourism is usually different than the payer, wisodifferent than the decision maker. These

groups can have largely differentiating value exgigans for the product. One way to divide
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customer segments is to consider the way thesereliff groups “use” the product. (Komppula &
Boxberg 2002, 21, 67-68.)

3.3 Purchase decisions of tourism products

Purchase choices are influenced by many factoeckjding the purchaser’s personality, the point of
purchase and the role of the sales person. Is iafluenced by the buyer’s prior experience and
by whether the customer is a frequent of infrequanter of the company’s products. Purchase
decisions are also influenced by motivations, @ssineeds, expectations and personal and social
factors, which are in turn influenced by marketipggvious travel experiences as well as possible

constraints in time and money. (Page 2011, 74.)

In tourism context one of the factors influencingghase decisions is distance to the destination.
The distance between the origin region and therdggin influences the number of tourists. The
greater the distance is, the fewer the touristshaf origin. This phenomenon is known as the
distance-decay effect. Geographic proximity is exge to become an increasingly important pull-
factor in tourism in the future, as the energy sastrease. (Weaver & Lawton 2010, 87.) For these
reasons it is logical for Anttolanhovi to striver foreating customer relationships with tourist in

Eastern Finland and Russia.

From the point of view of a tourism company, oneaswgement of a successful product is whether
the customers repeat their purchase decisionshaisdheir visit. The advantage of repeat patronage
is reduced need for marketing, not only becauselaegustomers need less marketing activities to
return, but because they provide the company wige foublicity via positive word-of-mouth
(WOM) and electronic word-of-mouth (eWOM). (Weawetawton 2010, 172 — 173; Kotler et al.
2005, 24-25.) The loyalty matrix pictured in figus divides customers into four groups based on

the attitudinal and behavioral elements.
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Tourist visits the Tourist keeps
destination once, and loves returning to the destination
it, but cannot afford and expresses strong positive
1o return opinions about it

Strong Latent High
Psychological ;

attachiment
Weak

Spurious

Tourist visits the Tourist keeps
destination once, and returning to the destination,
does not like it — will but only because the

not return children like it

Figure 5. The loyalty matrix (Weaver & Lawton 2010, 173)

Customers who repeat their visits and express fghchment to the destination also by
recommending it to others, are considered the loghlty category. The opposite low loyalty

category includes customers who visited only orw \@ho harvest negative feelings towards the
destination, not wishing to return. Spurious loyaétcurs when customers repeat their visit without
their own desire to do so, usually due to outsigsgure from peer groups or family members. The
fourth group, latent loyalty, takes place when thestomer has a strong affinity towards the
destination, but is prevented from repeating thait due to constraints such as distance, time or
money. (Weaver & Lawton 2010, 172 — 173.) For aompany, including Anttolanhovi, the best

customers are those with high loyalty. Both latent spurious loyalty are also beneficial for the
company, the first through word-of-mouth marketargl the second through recurring revenue. It
would make sense for a company to try to influethese groups of customers in a way that would
move them towards the high loyalty category. Ineortb do so, companies need to develop
products that are appealing to customers. The wallgp chapter describes the practice of new

service development in the context of tourism.



28

4 NEW SERVICE DEVELOPMENT IN TOURISM THROUGH USER-DREN
INNOVATION

One of the principles for competitive success mwét and tourism is continuous learning and
developing of new ideas, experiences and destmafigvans et al. 2003, 222; Page 2011, 261).
Products are constantly altered to respond to @sanythe markets. Product formulation is the
ability of a company to adapt their products to thanging needs of the customers. (Page 2011,
247.) Company survival depends on new service dpwatnt (NSD), a process where new services
are produced, developed and launched to the ma&ig@la 2012, 967).

The rapid changes in today’s society and markessldéth to product life cycles shortening, which
has driven many companies to innovate in order tontain competitive advantage. Increased
competition, often stemming from new product inrtawas, forces many companies to re-think
their own products. The level of newness can vassnfminor modifications in existing products to
completely new products being offered to the custamHigher level of modification means higher
potential gains but also higher potential lossdg Bunch of a new, unsuccesful product can even
lead to bankcruptcy, as a very large proportiome# products fail. This issue is often solved by
producing a large amount of new product ideas, lmtkvonly few will be adopted. (Evans et al.
2003, 141))

Innovation can be seen as the route to competadsantage, especially if it leads to growth,
survival of the company or enhanced profitabiligompanies’ and entrepreneurs’ ability to
innovate is largely based on their accumulatedrmaieknowledge and competence. Innovations,
however, are often created as a response to ob#dleieges, such as environmental crisis or
government intervention. This type of innovatiorsignificant in the tourism industry, since it is

sensitive to external shocks, as discussed in eh@pt

4.1 Phases of new service development in tourism

New service development is a process consistirsgedral stages, as demonstrated in figure 6. The
empirical part of this research focuses on thet fpart of NSD, namely service concept
development. Especially the idea generation stadealt with.
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SERVICE SYSTEM DEVELOPMENT

SERVICE CONCEPT DEVELOPMENT
— ldea generation for the core product
— Core product screening, rough process
— Concept testing (internal)
— Concept development

SERVICE PROCESS DEVELOPMENT
— Module creation and development
— Service blueprinting
—  Prototype testing (internal)
— Business analysis
— Formal product blue printing

MARKET TESTING
—  Product testing (external)
— Financial evaluation

J L

COMMERCIALISATION
— Formal product offering (presentation of the
product)

POSTINTRODUCTION EVALUATION

Figure 6. Service system development in tourism (adopted@amslated from Komppula &
Boxberg 2002, 99)

The first phase in NSD in the tourism sector isaleping the service concept, which is the idea
about how the company serves customer needs. fhsepncludes idea generation, core product
screening, concept testing, and concept developnigonu et al. 2010, 130.) First, ideas are

created using either internal or external sourthas.empirical part of this research is an example o
this stage. At this point customers’ needs and etiens are considered. All products must be
aimed to a particular target group. (Komppula & Berg 2002, 99-100; Holloway 2004, 157.)

Following this phase, the core idea is divided ikey modules, which are then reflected against the
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service system available. The roughly sketchediceprocesses are tested internally, after which

modifications can still be made. When the core idemmpleted, the next phase begins.

During the phase of service process developmergribaiuct is carefully designed and a price is set.
The schedule, expenses, quality factors and pesHdks of each module are discussed. For the
second time the product is internally tested. Gnlthsis of the testing the final plan for the pidu
can be drafted. (Komppula & Boxberg 2002, 103-14@nu et al. 2010, 130.) During market
testing phase, outsiders test the service conceppepcess and its attractiveness and functionality
Drawing from the results of the commercializatidrisi important to evaluate the successes and
failures and use them as a basis for future NSDB(pula & Boxberg 2002, 112-114; Konu et al.
2010, 130-131.)

Evans and Campbell and Stonehouse (2003, 141 — [#3ent an alternative view of the
development process, dividing product developmertburism into three phases. After the initial
ideas have been created, the second phase issendtirough the ideas for the ones with adequate
market potential. The possible risks in this stage approving an idea which ultimately fails to
meet the expectations, or to drop an idea that dvbave made a succesful product. This phase
normally has several stages and at least one fawadiation, where the ideas are assessed against

predetermined criteria. (Evans et al. 2003, 142.)

The final stage in product development accordinget@ns et al. (2003, 142 — 143) is the
development phase. The scope of this phase depmndbhe newness of the product and the
resources available, but should not take placerbéhe screening process in order to ensure that no
resources are used on an unfeasible idea. Typiages in the development process are initial
appraisal, detailed business analysis and investrappraisal, technical development, market
testing and launching the product. In the modeiwvite competed environment these stages often
overlap to ensure the launching of the product asnsas possible. This requires good

communication within the organization and final ideans to be made by higher management.

Any new activities need to be subjected to a resmaudit, which consists of three stages: testing
sufficiency, adequacy and availability. Sufficieregypraises whether there are enough resources for
the activity, adequacy evaluates whether the ressursuch as skis and bicycles, are in a good

condition and of high enough quality in order toveetheir purpose. Lastly, availability assesses
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whether there are enough resources available aintles when they are needed. (Evans et al. 2003,
290.)

The two models differ from each other especiallyewlt comes to how a tourism product is seen.
Evans et al. (2014) do not pay attention to theeHevels of tourism product that form the core of
Komppula and Boxberg’s (2002) product model. Indtdaey consider tourism products as one
entity. Despite the fact that some development ghase presented in a different order, in general
the systems are similar. Both models of new serdieeelopment start with an idea generation

stage, which is also the aim of this research.

4.2 Customer involvement in NSD in tourism

The sources for new product ideas can vary, andatige of sources is likely to correspond to the

scope and amount is ideas generated (Evans €G8, 241 — 142). Since customers participate in
the service process and thus in producing the @greustomer participation in service innovations

is essential (Hjalager & Nordin 2011, 289 — 29Qustomers are often most useful source of ideas,
as ideas generated from clients themselves arly likehave a market (Evans et al. 2003, 141 —
142).

Despite the fact that companies often strive tgpkbeir R&D activities private, such closed forums
do not always yield the best results. Outsourchgsé tasks can be useful even if it reveals the
development direction to competitors. Occasion@llyist companies invite locals and customers to
come up with development ideas, but in generaltips of activity is still very rare. (Hjalager &
Nordin 2011, 304.) Involving customers in the inabon process is often incidental and
unsystematic, even though the tourism industryn@ato listen to customers and learn from
feedback. Interest towards user-driven innovatias ¢ontinually risen. Participation of clients may
reduce R&D costs. It also brings about other béssfich as improved product image or delivering
message about the products through word-of-mouthveider, there is little scientific evidence of
its contribution to the creation of innovationst id also possible that customers produce radical
ideas that are difficult to implement. This risknche constrained by the participation of the
operative staff because they have a realistic p&oseof the resources and technology available.
(Hjalager & Nordin 2011, 291, 309; Sigala 2012, 9&3.) User-driven innovation is in general

experimental. The level of risk is high, becausmpanies cannot beforehand assess how valuable
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information the process will produce. Often it iscessary to combine the new knowledge with
existing data to achieve useful results. (Hjalag®tordin 2011, 309.)

4.3 Methodologies of user-driven innovation in tourism

Sixteen methods of user-driven innovation in tauriontext can be distinguished. These methods
can be divided into four groups based on whethey thvolve a limited or a large number of users,
and whether customers are passive suppliers ofniafiion or active co-developers. (Hjalager &

Nordin 2011, 292.The sixteen approaches to user-driven innovatierpegsented in Table 1.

Table 1. Sixteen methods of user-driven innovation (adafrimu Hjalager et al. 2011, 292)

I nvolvement of many users I nvolvement of alimited number of
users
Usersas passive 1% group: Tapping data 2" group: Interpreting information

suppliersof information | Customer surveys, complaints Customer interviews, critical incidents
analysis, guest book analysis, bloginterviews, focus group interviews,
mining and product ratings. observing the users, user panels and

diaries

Usersas active suppliers | 39 group: Nurturing creativity 4™ group: Experimenting and testing
of information User communities and open calls| Lead user communities, innovation
for product development and camps and co-production and toolkits

configuration

Tapping data is Hjalager and Nordin’s name for masgrs passively supplying information, which
is the first group of approaches in user-driveroiration. These methods include customer surveys,
complaints analysis, guest book analysis, blog mginand product rating. In this category
customers have not necessarily knowingly submittvedr contribution for development purposes.
They may also not be aware that their contributsonsed in such a way. Information is gathered
from existing and potential customers and ofterduse statistical purposes. (Hjalager & Nordin
2011, 293.)
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The second group of innovation methods helps iarpmeting information. In these methods the
amount of customers is more limited, but they &éitlepassive informants. This group of methods is
used to understand consumer motivation and behavh@se methods include customer interviews,
critical incidents interviews, focus group intemwig observing the users, user panels and diaries.
(Hjalager & Nordin 2011, 292, 298.)

The third group of methods aims to nurture thetorgw of the customers through crowdsourcing
and distributed innovation. These methods allowsoamers to take part in a mutually beneficial
relationship of product development. These mettgader information and innovation from many
active users, who are interested in the companycanthmitted to improve their services. The two
methods in this group are user communities and ogalls for product development and
configuration. (Hjalager & Nordin 2011, 292, 303063.)

Experimenting and testing is the fourth and lagtugr of user-driven innovation. Few selected
customers are invited to take an active part inpttoeluct development process. These include lead
user communities, innovation camps and co-prodndidoolkits. (Hjalager & Nordin 2011, 292,
304.) The different methods suit different situatip corporate cultures and budgets (Hjalager &
Nordin 2011, 310).
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5 METHODOLOGY OF DATA COLLECTION AND ANALYSIS

This chapter elaborates on data collection andyaisaimethods. Firstly, the choice of methods for

the empirical study and data analysis are discu§dezicourse of the empirical study is described.

5.1 Choice of data collection and analysis methods

The sixteen methods of user driven innovation waesented in chapter 4. When choosing the
methods most appropriate for this research, eaclipgof methods was evaluated for their
suitability in the case of Anttolanhovi. The metboaf the tapping data group were ruled out as
unsuitable for this research, as they would notlpce enough information about activity ideas. The
scope and in some cases also depth of the infamaivailable would not be sufficient for a

reliable study. One method was chosen from botbrskand third group of approaches. The fourth
group of methods is suitable for the testing pha#&ch is outside the scope of this research;

therefore no methods of that group were used smgtudy.

For the purpose of nurturing customers’ creatititg approach of open call for innovation was
chosen. The time frame of the research procesdapped low season at the case company,
meaning that the number of customers at the premise limited. To ensure sufficient amount of
responses it was decided that the first stage gireral data gathering would happen online rather
than face-to-face. Information from many activerasis nowadays acquired especially through
internet, because it is an affordable means to lmelpeople. Consumers produce information that
can be used for problem solving and for produciawy services. (Hjalager & Nordin 2011, 302 -

304.) Therefore the best suited method for Anttodewn is an open call for innovation. It was

decided to publish a request in a social mediaic®te provide ideas for services that employ the
surrounding nature. One participant was to be réadrwith an accommodation package to

encourage customer participation.

In order to understand consumer motives and behaaicus group interviews were chosen as the
second approach to user-driven innovation. Intersi@are one of the most important sources of
information in a case study (Yin 2003, 89 — 92). Mterview is a conversation where the

interviewer is seeking responses for a certain ggedrom the interviewee(s) (Gillham 2000, 1).
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Group interviews were chosen because the inter@swéten lead each other on and prompt each
other to create ideas that would otherwise notdoeméd. Interviews with single customers do not
necessarily provide enough new information. Sevefréthe other methods require longer use of the
services in question. (Hjalager & Nordin 2011, 298302.) The chosen focus group was
Anttolanhovi’s customers at their premises. Partinis received a small reward for their
contribution. The aim of the focus group interviewas to use it to process further the ideas

generated through the open call for innovation.

As the data analysis method content analysis wed its material derived from both open call for

innovation and group interviews. Content analysia relatively objective analysis on what types of
content are present in the material. It seeks tegoaize the contents under different headings,
giving a quantitative view of how the contents diaded into different categories. (Gillham 2000,

68.) In the case of the written answers to the ag@hfor innovation the material was relatively

straightforward to categorize, as a significantportion of the responses consisted of listing the
various activities the respondent wished to unétertdJsually such definitive categories cannot be
achieved, since same items can often be categouzder various headings. (Gillham 2000, 71.)
Quantitative analyses allow seeing the power maiatiips of the themes and visualizations in
numerical forms help to grasp the overall pictudee way to reflect whether the results can be
generalized is to evaluate how many times any Qdatii theme came up in the material. (Gillham
2000, 76.) In this case one must differentiate betwthe materials collected through the various
means used in this study. The open call for innoman Facebook and the group interviews were
due to their nature likely to produce more dialogmetopics that came up during the discussion,
whereas the responses to the open call for inmmvatollected through the electronic form were
each individual answers, independent from othgyaedents’ contributions.

The two phases of empirical study are followed btesting phase in the product development
process, as discussed in chapter 4. While thentegplhase is outside the scope of this study, the
method of photo safari is presented as a possilgjgestion for the case company. In this method
customers are given cameras to record their exparjethus lending their eyes to the company.
Customers are encouraged to take photos of evedtdaailities that require improvements. The
customers are then asked to explain the photos gmoap setting or individually. (Hjalager &
Nordin 2011, 306-307.) This approach would allove tbtompany representatives to see the

activities through customers’ eyes without affegtine experience by their presence.
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In addition to the before mentioned methods initddta was gathered through informal
conversations with the hotel manager. While vigitthe premises observations were made about
current practices the company uses. Some obseamgatiso stemmed from informal conversations
with other guests. Later during the research asd®tiwas made about an additional expert
interview. Expert interviews are conducted withivimduals who have a comprehensive perspective
to the topic (Gillham 2000, 81-84). This additiomakerview was done to seek a holistic picture of
the development trends in the field of tourism camips to ensure the usability of the

recommendations.

5.2 Empirical data collection and analysis

Initial data about the company and the issues wesived from emails and a phone call from the
general manager of Anttolanhovi. This discussiontiooied on three informal occasions at the
premises when the group interviews were conductelhinuary 2014. Empirical data was collected
through an open call for innovation between Noven#fd 3 and January 2014, and through group
interviews, which took place in January 2014. Idiadn, an expert interview was made later on in

September 2014 to ensure the practicality of recentations of this study.

5.2.1 Open call for innovation

Anttolanhovi’s customers were invited to share rthéeas through an open call for innovation,
which was posted on the case company’s Facebomlknstiovember 2013. Customers were asked
“What would you like to do or experience on yourlity in the lake nature surrounding
Anttolanhovi". The question was presented both in English andnnish and was attached to a
banner with pictures from different seasons at @atthovi to stimulate participants’ imagination.
The customers were persuaded to participate wishptbssibility of winning an accommodation
package. According to Lakhani and Panetta (20Gédan Hjalager & Nordin 2011, 304) it is
necessary to provide an incentive, if participatimes not bring social status advantages or other

benefits for the participant.

However, using Facebook as the platform for theaesh did not yield the desired participation rate
even though paid visibility was used and Facebamis fvere encouraged to share their views for a
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second time. In total, only ten comments in Finmsdre received, some of them merely repeating
what others had previously said. The English opah for innovation received no answers. To
increase the amount of customer participation, \mstetdter was sent to the customer register of
Anttolanhovi in December 2013. The respondents wskeed to answer the same question which
was previously presented in Facebook. The messdgemied the customers that their answers
would be used as a material in a thesis to dewkidfplanhovi’s service assortment. An electronic
form was linked to the newsletter. The possibitifywinning the accommodation package was also
mentioned. As background information the customesse asked what their customer relationship
towards the case company was, their gender andoydarth and during which seasons they had
visited Anttolanhovi previously, in order to allotne company to use the same material later if
necessary. In addition name and contact informattere requested for to inform the customers
about the possible win. All background questiongsemeluntary to ensure that they would not
alienate any participants. Similarly, participawesre encouraged to answer as shortly or thoroughly

as they wished to the open-ended question.

In total the newsletter was sent to 2179 respomsdd25 of whom opened it. Hence the email open
rate was 20%. The electronic form was accessibterdmn 13' of December 2013 and"6of
January 2014. Of those who had opened the emaifill®d in the electronic form, which equals

48.7%. The total response rate was thus 9.7%.

Of the respondents 65 reported their gender as amlel39 as female. Three respondents did not
announce their gender, but in the contact dethéy &ll gave female names and were therefore
counted as women. Thus 69% of the respondents feerale. As men are generally less likely to
answer surveys, this can be seen as a typical (fdtdagon 2010). Respondents’ birth years varied
between 1935 and 1991, the median being 1960. dll@ving table illustrated the respondent

groups concerning their customer relationship.
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Table 2. The absolute and relative number of respondentseoélectronic form.

‘ Customer relationship Number Per centage of respondents
Private customer 120 58 %

Corporate customer 14 7%

Rehabilitation customer 19 9%

Not yet customer 46 22 %

Did not enclose 3 1,4 %

Other 5 2,4%

Total 207 100 %

Over half of the respondents were private custoniResabilitation customers formed one tenth of
the respondent group, while more than one fifthhaf respondents were not yet Anttolanhovi’s
customers. A few respondents decided not to entlasénformation and some rather defined their

customer relationship verbally than chose fromekisting types, creating the category “other”.

5.2.2 Interviews

The choice of interview technique is to reflect tiegure of the information sought (Gillham 2000,
19). In case study interviews are usually conveysat rather than structured. Unstructured
interviews bring about the possibility of unexpectiscoveries, which rarely occur during highly
structured interviews. (Gillham 2000, 2, 17.) Imsthesearch unstructured face-to-face interviews
were used to allow for the group to express thginions freely. The chosen topics were covered in
various depths depending on the interest shownabki enterview group. Typically interviews are
of an open-ended nature (Yin 2003, 89 — 92). Thestijons are not usually strictly drafted; instead
a general theme or topic for the questions is ete@etsamuuronen 2002, 177, cited in Virsta
2014).

The original aim for the group interviews was toselep further the new activity ideas that were
created with the open call for innovation. Howevkefore the interviews this approach was
abandoned based on the results of the open calhfi@vation. This was done in order to better

meet the aim of this study. Instead of individudas, a holistic picture of successful activitiesw
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sought. In addition the theme of communication waoduced. This solution is further explained

in chapter 6 in connection with the empirical résul

In qualitative studies the interviewees are notallgichosen randomly, but for their ability to give

answers regarding the particular topic (Metsamuemo2002, 177, cited in Virsta 2014). In this

study group interviews were conducted with Anttblewi’'s customers in January 2014 on two
subsequent days at the case company premises ¢@opg¢nFour group interviews were held, three
of which with rehabilitation clients and one withyate clients. One interview had six participants,
the others four. First interview had one male &imd female participants. The second and the
fourth interview had two male and two female p@poaats. Third interview group consisted of three
males and one female. All interviewees were Finms the interviews were conducted in Finnish.

The interviews varied between 20 and 30 minutdsrajth.

In contrast to the group interviews, Sanna Tarssa@&QO of Lapin Elamystuotanto Oy, was
interviewed via phone in September 2014 (appenfiX2e expert interview was approximately 30
minutes long. The interviewee was chosen base®ppdsition as a consultant to companies about
creating memorable experiences and her expertiset dbe current developments in the industry.
The interview was conducted via telephone due t® geographical distance between the
interviewer and the interviewee. The interview téatgwas sent to the interviewee beforehand per

email.

5.2.3 Content analysis

The results for the open call for information wgnecessed with the program Atlas.ti. Many
respondents simply made a list of activities theshed to participate in, others described them in
more detail or portrayed an ideal day or holidagchzanswer was equipped in the program with
codes according to the names of activities mentiofi@is allowed a quantitative analysis of the
answers, making it possible to both evaluate howyrtames an activity was suggested and to
survey all comments about a particular activitpate. Not all answers adhered to the instructions
given to the participants, but in order to bentfé case company as much as possible, also groups
such as ‘food’, ‘indoor activities’ and ‘other fdeatk’ were created. Activities such as horseback

riding and sledge ride were grouped under the da@ading, as both require collaboration with a
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horse owner. Both responses on the Facebook wallhmaugh the electronic form were handled in

a similar manner, but as separate sets of material.

The group interviews were transcribed and the tigots evaluated for common themes and
denominators. The four interviews brought aboutiows themes and suggestions related to the
interview topics. Whilst the open call for innowatifocused on individual activities, a more hotisti
picture was sought when analyzing the interviewstdad of individual activities, attention was
paid to characteristics of successful activitiedsoAhere feedback not directly related to the

activities was received and noted for the purpa$eeveloping the case company.

The expert interview was recorded and transcridéw answers were compared to the findings
from earlier data analysis. Especial attention paid to the expert's opinions and views where they

confirmed or constricted the earlier findings.
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6 FINDINGS

The first part of this chapter introduces the firghi of the empirical study. The second part
discusses the reliability of the empirical studysessing the representativeness and usabilityeof th
data.

6.1 Findings of the empirical study

Most customers who answered the open call for iation listed various activities they could
imagine themselves doing at the company premisaseSf the respondents elaborated on what
individual activities should include or gave othieedback about the company’s operations.
Answers from both Facebook wall and the electrdoim were categorized with the programme
Atlas.ti according to the different activities thaére mentioned. Each individual mentioning of an
activity was marked with a corresponding code. Tallewed quantification of a qualitative
material, i.e. made it possible to distinguish hesw activities that were desirable for many
respondents and which only few. The resulting l&ftsictivities are presented in Tables 3 and 4.
The lists include also categories for other feelliadllustrate the amount of feedback received.

Table 3. The activities mentioned in the Facebook convereatlassified under categories

Activity Individual references in the Facebook
conver sation (total of 10 answers)

sleigh ride or other horse activities 4

snow shoe hike 4

fishing 4

skating 3

courses or themed holidays 2

indoor activities 2

sauna 2

swimming 2

activities related to mushrooms, berries or 2

plants

winter swimming 1
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(campfire) coffee

skiing

icefishing

trip or hikein the nature

walking or jogging

visiting the local lean-to

Y e N S e

other outside activities

In the Facebook conversation activities that weentioned most often were activities related to
horses, snow shoe hikes, fishing and skating. séema, swimming and activities related to berries,
mushrooms and plants received two mentionings. Wtenpreting the results one must remember
that those writing their answers on the Facebodkawalld see and comment the previous answers,
possibly being influenced by them. Those answetlggelectronic form were not subject to this
possible bias, unless they had visited AnttolanBdv@cebook wall before answering the form. The
list collected from the answers to the electrooimrf is depicted in the following table.

Table 4. The answers to the electronic form classified lgydategories of activities mentioned.

Activity Individual references in the electronic

form responses (total of 207 answers)

trip or hikein the nature 78
skiing 63
activities related to mushrooms, berries 41
or plants

sauna 34
hiking 34
snow shoe hike 34
fishing 27
walking or jogging 23
icefishing 23
other outside activities 22
skating 20
canoeing 18
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winter swimming 16

rowing a boat 16

relaxing 15

swimming 14

coursesor themed holidays 10

indoor activities 10

(campfire) coffee

grilling sausages

music, dancing or performance

birdwatching or abird related hike

campfire

visiting local destinations

culture

downhill sledding

visiting the local lean-to

kicksled

snowmobile

artsand crafts

frisbee golf

visiting Neitvuori

deigh ride or other horse activities

cruise

traditions

Nl N N[ N W] W| W[ & & O] O] O N N N| N| N| o

napakelkka (a traditional sled attached to

apoleit circles)

Mostly customers wished for trips into the natwgkdjng, activities related to mushrooms, berries
and plants, sauna, hiking, show shoe hikes, fishimgyice fishing and skating. These results were
discussed with the hotel manager before the gnotgpviews. This discussion revealed that most of
the suggested individual activities were alreaga# of Anttolanhovi’'s assortment. New activities

included ideas demanding construction activitieshsas a water slide and mini golf course, which

do not concur with Anttolanhovi’'s current investrhstrategy as discussed in chapter 2. The hotel
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manager offered a possible solution to why thearusts suggested activities which are already
available, namely that the company has so far eenbvery good in communicating about the
activities to their customers. If the customers ao¢ aware of Anttolanhovi providing those
activities that they would like to undertake, itléss likely that they will choose Anttolanhovi as
their destination. In order to facilitate purchaseisions, it is important to know how to deliveet
message about Anttolanhovi's activity options. Hus reason it was decided that during the
interviews an additional theme of communication lddoe discussed, and that activities would be
handled from a perspective of characteristics afuacessful activity. Communication theme
focused on finding out whether customers had rece@nough information about the activities

available, and how customers wished to be inforatezlt them.

Based on the group interviews the following atttdsucan be linked to activities which are
perceived good:
* Novelty value: An activity, which the customer hraxt tried before
» Appropriate amount of instruction: In physical aites the technique needs to be taught
if not previously mastered. However, the activigelf can take place without instruction
after the initial learning phase.
» If the activity is mastered by all participantscduld be enough to announce the time
and place for willing customers to meet and putbeeactivity by themselves.
» Appropriate gear and settings in good condition
» Combining activities and/or other program
» Versatile activity options for customers with diat fitness levels and interests
* Elements that make the activity different from gvday routines: E.g. campfire coffee

waiting for those returning from a walking trip

Customers were also asked about activities witlattuction. For such activities one important
factor is to have good signposts. The participantgl motivation is the deciding factor in whether
to undertake the activity. Activities were seen enpleasant in a congenial group. Customers who
had arrived as a group found it mentally diffictdt venture into the surrounding nature without

their group.

Customers receive information about the activitysgdoilities mainly at the premises, partially

through communication from the staff and partially exploring. Communication about the
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activities was discussed from three time perspestibefore booking, after booking and at the
premises. Customers saw the company website dsetheource of information before their stay.
According to some of the customers Anttolanhovildqurovide them with information about the
activity options as an attachment to the bookingfiomation email or as a link to the appropriate
page where this information can be read. In thekimgosituation it would also be possible to
enquire whether the customer wishes to receivetiaddl information about the activities.
Customers do not want to receive junk e-mail. Imfation on the website should be detailed
enough especially concerning any events at Anttaarn so that it would also attract locals.

Conversely, some interviewees commented that custoithemselves should show initiative in
acquiring information about Anttolanhovi’'s servicds was also stated that it is unlikely that
anyone would become a customer without previousmenge about the company’s range of
services. Some of the customers had received brestabout Anttolanhovi’'s services, but most
customers only found out about the activities oa #ipot. Those who had acquired previous
knowledge had either gotten it from the companysaelor were locals and knew the possibilities
through that. Lack of previous knowledge had prés@mt least one customer from participating in

an activity she would have wanted.

Several customers reckoned that information ablveitactivities should be available in the hotel
room, either in a binder or on a television chanAegittolanhovi has previously used information
binders in the rooms but this practice was giverseneral years ago, for reasons unknown for the
current management (Martikainen 2014b). Accordiogthte interviewed customers information
should at the very least be available at the rememtesk. At the moment there is no information
available in the rooms. Customers receive an inddion leaflet at the check-in, with a few
activities mentioned in small print. It was alsadsiat during the check in the customers should be
given the weekly schedule with information abowg Hctivities, like it is now done. When a big
group of rehabilitation clients arrives it is nadgsible to explain them about the activities, and
therefore the hotel binder or a television scredth van informational channel or an info
presentation was seen as the preferred option.llygurévate clients arrive in smaller groups, and

therefore it should be less problematic to infohmn about the activities.

Management’s concern about insufficient communicatwas confirmed in the interviews.

Customers suggested Anttolanhovi to offer new #@#/ such as skating, plainly unaware of the
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fact that they were already a part of the servisgodment. One group of rehabilitation clients
interviewed had received information about thevétdis at a walk, but due to the group size some
customers had not heard it. Another interview grecommented that there had been very little
information given, and wondered whether the compdidp’t see rehabilitation clients as possible
purchasers for the activities. The group was naravef Anttolanhovi renting or lending any gear
for activities, and also criticized the lack of anfnation available about local services outside

Anttolanhovi.

Customers were also asked about when it would b& fogical for them to book the activities.
Some of the customers wish to book their activitie®rehand to ensure that they take place; others
are more spontaneous and only wish to book thertherspot. Customers suggested that in the
weekly program there would be a set of activitipat twould require prepayment from those
wishing to participate, which would ensure parttipn. Otherwise customers not showing up

could become an issue.

During the interviews one group of customers painteut the importance of memorable

experiences. Based on that, also the other intesvend answers to the open call for innovation
were processed through the perspective of memorxtgeriences. Experiences are a process of
actions, thoughts or feelings that takes placeutincsenses, and which usually involves a learning
experience. Today, customers are constantly seayébi meaningful experiences. (Storbacka et al.
2001, 85). Many of the responses could be integdreis customers seeking for memorable
experiences, either by describing a sense percemtioby combining two or more activities

together.

Some of the customers wrote about sense perceptidns following way:

“A guided tour walking in the dark, perhaps wearingad lamps”

“By a peaceful campfire, under the full moon frymgausage and drinking campfire coffee.”
“Skiing during the night”

“Just enjoying the silence”

“Enjoying the waves of lake Saimaa”

“Admiring the surrounding environment during fablors*®

“Hiking or skiing a route that has beautiful scegér
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“Winter swimming”

“Skating with music on the background”

For others, memorable activities were related aonmg, such as the following activities:

“Listening to stories about local history.”
“Mushroom picking with a guide”
“Courses in arts and crafts”

For some, memorable experiences included contdlotothers:

“Sitting by the campfire together with other guésts

“Ice fishing competition”

Joining different activities together was also nmmgd. Customers suggested combining a skiing,
snowshoeing or walking trip with frying a sausagedonking campfire coffee at the local lean-to

shelter. In one of the interviews customers comewabout the idea as follows:

“Surely it would have been a different feeling.”

“People are crazy about campfire coffee.”

“But there’s the difference with an experience [eXperience is the thing here, and you go there
with a different perception, so that someone likewith walking difficulties could do it slowly and

that it doesn’t have to be like [...] | mean whetiieu go there sporting hard and sweating or...”

Campfire coffee and frying sausage after doingtsparthe nature were mentioned in three of the
four interviews and in several answers to the foalinnovation. Altogether 64 answers to the open
call for innovation were categorized as includingnegents of memorable experiences. These

observations are discussed in detail in chapter 7.
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6.2 Reliability of the empirical results

Reliability of the data evaluates the consistentcyesults gained through a research. Typically in
gualitative research it is not possible to achigneesame results with a repeated study, as therhuma
factor, both in the researcher and in the reseautflects plays a role. Therefore this chapter
discusses aspects that might have affected thdétsesfuthe empirical study, and evaluates how
reliable these results can be considered. Thelgessaveats of the research methods are reviewed,

followed by an analysis of the representativenés$isendata.

The chosen approach for this research was to ugemars as a source of innovation. One of the
significant caveats in conducting new service dgwelent with the help of customers is the
reliability of the data. Few individuals have acter self-knowledge about their feelings and
motivations. From this it follows that what custaselo differs from what they affirm. (Gillham
2000, 50.) Also interviews as verbal reports afgestt to bias, poor recall and poor or inaccurate
articulation (Yin 2003, 89 — 92). In this case st possible that customers claimed a wish to
participate in a particular activity, when in réxalthey would not. Therefore the ideas supported
during the empirical research cannot automatidadiyassumed to become hit products. Instead they
should be further developed according to the sendggstem development concept and only

commercialized when enough market potential is show

Research reliability can also be evaluated on védrdtie data collection methods were well-chosen.
Studies have shown that the classic ways to paatiei customers in the product development
process, such as focus group studies, market oksaaterviews and questionnaires fail to deliver
adequate information about customers’ needs, dineg focus on gathering information about

customers’ rational and conscious needs, whilegnmhg them the opportunity to explore and

identify their true wants. Studies show two meamnsirncrease the breadth and depth of data
collection: using web 2.0 to create a dialogue ketwthe company and its customers, or using
innovative dialogue methods such as ethnograplserohtion. (Sigala 2012, 970.) Partly for these
reasons the initial data gathering stage was cdadwnline. Open call for innovation is considered

especially suitable for understanding customerstise

Another thing to consider in relation to the methalwhether the participants were able to express

their opinions freely. According to Gillham (20028) group interviews can alert the researcher to
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hidden complexities behind the issue. However, grdynamics have an effect on the results.
Individuals with higher status can dominate or lothihe flow of conversation. Group composition,
such as one gender being in the minority also payde. (Gillham 2001, 78.) In this research two
of the interview groups had only one male or fenpagicipant. As the case company arranged the
interviews, it was not possible to influence thenstdution of the groups. Especially in the
interview with five women and one man the differendetween genders were obvious. The male
participant spoke only a few times, but very longew he did. This could either be a result of the
situation or a characteristic of the person.

As most of the respondents to the open call foowation submitted their answers privately, their
answers were not likely influenced by other peoplewever, this is different for those answering
on the Facebook wall. They were most likely infloed by previous respondents’ answers, which
led to same activities being mentioned several ginvéhile the aim indeed was for customers to
discuss with each other, the small amount of respomeduces the reliability of the data. These
results cannot be considered representative offuthecustomer base. Therefore the Facebook
answers can be seen as complementary rather tteialzle empirical study in itself. Thus greater

emphasis should be put on the results receivedghrthe electronic form.

Another way to evaluate the representativenesseo$ample and thus the reliability of the resuts i
to consider whether the sample was large enouglidio reliable results, and whether the
respondents were Anttolanhovi’'s typical custom@tse reliability of results of the open call for
innovation is influenced by the amount of peopkgpnding to it. It is a typical problem to receive
a low response rate to web-based surveys in touredated contexts, since their amount has
increased rapidly since the 1990’'s (Weaver & Law@®il0, 339). Although open call for
innovation differs from a survey, from participgnint of view the format is similar and therefore
the participant ratios should be comparable. Ceptates below 10 percent are not uncommon due
to the large amounts of surveys received (Weavéra&ton 2010, 339). Good email open rates
vary between 15 and 25% (ldealware 2008). The eapah rate of the open call for innovation
(20%) can thus be considered good. Of those who tpeemail, it can usually be expected that 10
to 40% click through and complete the desired acfldealware 2008). In this study the amount
was even higher, almost 50%. The total respongeimathis research was 9.7%. Typically these
vary between 1 and 10% in email surveys (IdealvZi@8). Based on these figures it can be

concluded that the request appealed to the neesledteivers and that they were interested in
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giving feedback and their ideas. This greatly adthe reliability of the results. This data seh ca
be thus considered quite reliable, since indivicarawers do not affect the holistic picture. Due t
the large amount of answers it can be deductetlfibaesponses are a relatively reliable source of
data and represent Anttolanhovi’s different custogreups. It also allowed quantitative handling
of the data. On the contrary, interviews were usedather in-depth data and understanding. That
type of method is rarely used for quantitative dgthering, and thus small numbers or subjects are

chosen, like in this study.

The second element to evaluate is whether the sapépresentative of the customer base. This is
harder to evaluate, because the company itselhasvare of which proportion of customers is
private, which rehabilitation and which corporalerms. Since the case company does not possess
accurate data about their customers, it is notilples® evaluate whether the respondents presented
typical customers of Anttolanhovi. However, sinbe fiim of this study is to develop activities for
private and later rehabilitation clients, theseuwtide the two main target groups in this studye Th
open call for innovation was targeted to all Facdbtans and the full customer registry. Private
customers drafted 58% and rehabilitation clients@%he answers to the open call e-form. In the
group interviews the proportions were opposite. @hailability of customers as research subjects
was affected by the research timeframe. During ghmup interviews it was a low season at
Anttolanhovi. The low number of customers at thenpises had its effect on the number of possible
interviewees and the composition of the interviemsugs in relation to their size, gender and
relationship to the case company. Mainly rehalbitita clients were present at the premises.
Therefore customer interviews were mostly done witbups of rehabilitating clients rather than
individual private clients, and this could have iampact reliability of the information obtained
during the interviews. The interviewed rehabilaticlients found it somewhat difficult to imagine
themselves in a position where they would decideirtiprogramme and pay for their visit
themselves. The private customers interviewed weree interested in quiet resting rather than the
activities Anttolanhovi had to offer. However, thdormation gained from the interviews was
mainly used to draft a holistic picture of succaksictivities. Together these two methods gave a
voice to both types of customers, creating a futteerall picture of the situation. Therefore the

results can be considered relatively reliable.

Aside from the participants being representativéhefdifferent types of customers, one should also

consider whether the results are representativeb@n domestic and international customers.
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Although Anttolanhovi’'s customer base is internaéilp the empiric part of this study was
conducted with Finnish consumers. One of the folmelsind globalization of companies is the
increasing market homogenization, i.e. the needsusfomers in various countries becoming more
alike (Evans et al. 2003, 307). Tarssanen (2019 stlated that travel motivations are often similar
despite the different source regions. This meaasiths probable that Anttolanhovi can serve its
international customers with a similar offering thitss domestic customers. Therefore it is likely,
that activities developed together with Finnish tooger will attract also foreign visitors. To
evaluate this conclusion the results were comptreadstudy made concerning Russian customers

some years earlier. The results of this reseaipasented below in table 5.

Table 5. The Russians expressing interest in taking a Cgsidie holiday in Finland would
especially be interested in the following actisti€rinnish Tourist Board 2007, 50)

Countryside Interest Potential for
Main Activities ke il
Toul | powtal | Potmts
mnﬂ;m F s 9% 38% 22%
Boating 26% 33% 12%
| Horseback nding T % [ % | vex
Walking 25% ™% | 20%
Fishing / angling | 23w 24% 22%
Bathing 22% 24% | 19% |
Hiking N 20% | 19% 20%
Guided hiking tours 20% 20% C19% |
Biking / mountain biking 7% | 19% 12% |
[ Canoeing ' 12% | 12% 1%
Golf % ™ | 8%
[ Other ) % | 5% 3%
Wht;; activities, such as = i
- dog shed rides 40% 41% 3%
- alpine skiing 38% 1% 31%
- snow maobile rides 35% 36% 32%
| - cross country skiing _ 18% 194% 16%
:le?a::it“:::lt'li“ at all, pure 19, 1%

The previous study shows that activities are sam&milar than were mentioned by the Finnish
customers. The study concerning Russian customassnat focused on Eastern Finland, meaning

that activities include typical pastimes for northé-inland, such as alpine skiing, which is not
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possible at the case company. Therefore it canobeleded, that interest towards activities is
similar in both of Anttolanhovi's two largest custer nationalities, namely Finns and Russians.

The company can therefore offer the same activitidsth domestic and foreign visitors.

To conclude, the sample size and representativenfesise data can be considered good. The
opinions expressed by the sample can be interprasedepresentative of Anttolanhovi's full
customer base. The case company can further detslgervices based on these results, while
keeping in mind the potential inaccuracy stemmirgnf customers analyzing their own wants.
Considering the consistency of the results, commhssabout future development can be drawn, as

is done in chapters 7 and 8.
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7 DISCUSSION OF THE EMPIRICAL FINDINGS AND RECOMMENDRAONS FOR THE
CASE COMPANY

The empirical part of the study was operated frammassumption that by developing the activities
to better meet customer wants, the case compahypevdble to increase the occupation rates of its
services during low season, as new activities waitfichct customers to visit Anttolanhovi outside
summer season. However, the empirical study seenmlicate that this assumption is incorrect;
the activities available are already to customkksig. Therefore merely offering new activities is

unlikely to directly influence the occupancy rates.

One possible explanation to the low occupancyas tile company has not satisfactorily succeeded
in communicating about the activities to their emtr and potential customers. However,
observations from publicly available sources andcussions with the management provided
insights into the company and possible further arador the low occupancy rates. This chapter
discusses those observations and provides reconati@mel for strategic management.
Development suggestions related to activities anmdnounicating about them are given based on
the empirical results and literature on the subj€ather recommendations for the strategic
management are based on literature and the exptview. This expands the extent of
conclusions and recommendations from the originaps of product development towards other
areas of strategic management. Addressing certi@tegic management development areas before
focusing on product development should provide dditmnal benefit to the company, as

demonstrated in the following subchapters.

7.1 Development areas for strategic management

The empirical part of the study indicated thatdlo@vities customers wished for were exactly those
the case company already offers. Thus the sernooeept already pleases them. Hence possible
explanations for low occupation rates outside sumssason were sought in other areas. The
general management of the case company believethéheompany has not been able to effectively
communicate about the activity possibilities togmtial customers. The group interviews supported
this view by indicating that many customers weraware of all the possibilities the case company
and its surroundings had to offer. The intervievg® @rovided some possible solutions. While lack
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of communication can be one factor explaining thfei@nces in occupation rates, indications of

other possible reasons at a more strategic leved oleserved.

Informal discussions with the management and plybéigailable sources provided insights to the
way the company is operating. These included tbetfat the company does not currently operate
with a particular target market in mind, and tha tuxury villas built a few years ago have been
put on sale shortly after (Martikainen 2014b; Kopor2014). In addition to these remarks, an
observation was made about the current selectionproflucts the company is offering.
Accommodation options vary from modest row housatapents to luxury villas and everything in
between. Through these pieces of information it passible to make deductions about the case

company'’s strategic management, which otherwisebggend he access of an outsider researcher.

There seems to be space for strategically defitanget customer segments. This conclusion was
based on multiple observations. Firstly, the manege currently had no accurate data about the
ratios of rehabilitation, corporate and privateests. The company also does not have a defined
target market. (Martikainen 2013, 2014a.) Seconthg, quality level of accommodation varies
from modest row house apartments to luxurious witla the shore (Anttolanhovi 2014). Product
specifications determine what type of image the mamy is able to create in the minds of
consumers (Middleton & Clarke 2005, 121). Therefoseng to provide accommodation at all
levels of quality could prevent the case companynfideveloping a recognizable profile and thus
from differentiating itself from competitors (Kompla & Boxberg 2002, 154-155). Thirdly, it
appears that the strategy concerning the luxutgsvihas not been successful. Millions have been
invested to the Art&Design Villas, of which the sevbeach villas were put to sale some years
later. This change in the strategy concerning ilasvcould indicate that the company had either
misinterpreted the market need for such servicethai they have not yet been able to market the
villas sufficiently. Customer needs and wants arigaly to have changed in such a short period of
time, even if the recession around the time oftihiéding process completion would momentarily

limit consumers’ leisure expenditure.

The treatment of the villas could also indicate thap strategic management development area.
There seems to be space for increased commitmant Anttolanhovi's owner towards long-term
development goals. According to The OrganisatianRespiratory Health in Finland the company

has considered selling the villas for a long timkhough during this statement they were only 5
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years old (Koponen 2013). This seems to indicaaé Amttolanhovi's owner has contemplated on
selling the villas almost throughout their existenélthough a general recession was straining
companies around the time the building project s@spleted, this alone may be insufficient to
explain such a rapid change towards a retrenchstestiegy. Economies are constantly either in
down- or upturn, and the company should be prepa&wechanoeuvre these fluctuations. The
decision to retrench the villas shortly after thvegre built seems to indicate that there eithert ian’
long term strategy or that the company is not fellg it for some reason. Instead it appears that
short term earnings are sought. This developmetit thie villas could be especially problematic
considering the fact that the company has not yaderstrategic decisions about target customers.
Letting go of a significant proportion of the luyuaccommodation without knowing the target
markets the company wants to address in the futatdd potentially hurt the company in the
future. It could be that luxury villas are the typleaccommodation which satisfies the needs of one
of the target segments the company chooses. Ordy Wie company has chosen its target markets
and knows whether luxury accommodation in this capas serving its strategic goals in relation
to customer segments, the company is in the pasiianake informed decisions about the villas.
The company could either develop the propertiestheid marketing further, or to retrench them by
selling the villas to individuals or another compaAnother option would be to rent them for a
particular time for another company focusing onulyxaccommodation. Selling the villas now
would be a permanent solution that would preveatdbmpany from making use of them or the
shore area in the future. Considering that the#asvare Anttolanhovi’s only accommodation
option directly situated on the lakeshore and taea large area on the shore, selling them would

mean giving up on the usage possibilities of aafalel land area too.

There seems to be space for the case company ¢ostiswald the needs of its customers on a deeper
level to make strategic decisions accordinglyslaitypical problem for small companies not to
make decisions about target markets. SMEs primbrdys on operational matters rather than long-
term planning and strategically assessing whatgdmare happening in the tourism market and the
needs of tourists, and how the company could respmthose (Page 2011, 263).

The following three subchapters provide possibleettgoment directions for the case company.
Firstly, the case company is encouraged to map the&tomer groups and to make a strategic
decision to commit to particular target segmenecoBdly, suggestions on communications based

on the interviews are given. Thirdly, the issuepofduct development is discussed through the
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approach of memorable experience development. Atipeh tool of story based design is

presented.

7.2 Customer segmentation

A single company cannot reach all customers to witenproducts would be suitable. Targeting
particular customer segments is much cheaper ame eftective than mass marketing. (Komppula
& Boxberg 2002, 74; Kotler et al. 2005, 15.) Segtagan is the process of grouping the customers
or the markets into homogeneous segments thatr diifen each other (Kotler 1980, cited in
Tkaczynski & Rundle-Thiele & Beaumont 2009, 169jori those segments the company then
chooses the most interesting target groups andtdifeture business decisions to them (Puustinen
& Rouhiainen 2007, 171).

As discussed in chapter 4, companies should knew tustomers and understand their needs in
order to be able to offer products that bring valmehem. In order to fulfil customers’ needs in a
competitive way the company has to know the nemdsives and purchase behavior of their clients
(Komppula & Boxberg 2002, 66). In the long termyotiiose companies survive, who know their
customers and adapt their processes to the neeelscbfchosen target segment (Storbacka et al.
2001, 26-27). If products are designed to suit ywee’'s tastes, it is unlikely that all customers
experience added value in comparison to competiagyets, meaning that they can just as easily

choose another service provider (Komppula & Boxt#g2, 100).

Currently there seems to be space to develop Amialvi's customer segmentation further.
Although the company serves customers in businiessyre and rehabilitation segments, the
company does not plan its activities with a patéicdarget group in mind (Martikainen 2014a).

Customer segmentation was also touched upon dtivengroup interviews. Customers pointed out,
that the case company cannot provide every typectivity, and that there is a need to establish a

recognizable profile and to direct the servicesddain customer groups in the future.

It is essential for tourism companies to make sgiatdecisions about what products to offer and
what is their quality level. These decisions areeldaon the resources available and the chosen
target markets. A typical problem for companiegoisnitially develop services for all customer
groups. This makes it difficult to focus on custoesi@meeds and expectations so that the company

could develop individual services tailored to diéfiet customergKomppula & Boxberg 2002, 154-
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155; Tarssanen 2014.) Anttolanhovi seems to leasarids this type of strategy. Even though the
case company tries to serve all customer grousthssage has not reached all customers. At the
company premises one of the customers commentagssing that the case company does not want
locals to use their services, which is why the dppartment opening hours are so short. This
anecdote demonstrates how difficult it is to trytdoget all possible customers and make them feel
like the service is aimed at them. This is desthitefact that Anttolanhovi’'s management has been
working for years to make everyone, including Iscétel welcome (Martikainen 2014b). Choosing
a target group should help the company make steatksgisions in the future and to communicate

their message clearly to the desired customers.

The basis of segmentation are customer needgheecompany strives to find customer groups,
who have a need for a similar product. Through ssdation the company can develop products
that are suitable for each particular group, platridution routes according to the buying habits o

this group and plan marketing in the medium thamisst effective in reaching the particular

segment. (Komppula & Boxberg 2002, 75.) Producésparced according to the particular target
segment and marketing message is adapted to thids resel wants of the different groups

(Puustinen & Rouhiainen 2007, 171).

Customers are usually segmented based on geogragauio-demographic, psychographic and
behavioural factors (Weaver & Lawton 2010, 157 -5)17#or Anttolanhovi the geographical
segmentation of foreign clients could be the donsiof Russian, central European and other
tourists. In the Finnish customer groups they cqédhaps separate customers based on whether
their source region is near-by or further away, anther divide the former into excursionists and

stayovers, as these groups use services differently

In socio-demographic segmentation it is typicahtude factors such as gender, age, family status,
education, occupation and income. For Anttolanhbese factors demonstrate themselves in the
guality of the accommodation booked, how many b@wdsoms are booked, frequency of visits,
time of visits, size of the party and the customatslity to spend money on other services.
(Weaver & Lawton 2010, 160 — 166.) These are sy relevant facts when it comes to what
types of activities the customers expect and wostngage themselves into. When these facts about
the customers are known, it is easier to plan giets/that suit their preferences.
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Psychographic segmentation is perhaps the mogtudifbtnd complex, and includes factors such as
travel motivation and personality type. These fexcttan change depending on the situation and are
relatively difficult to research reliably, as acate self-knowledge is rarely achieved. (Weaver &
Lawton 2010, 167 — 170.) Due to the complexity lmk tcriterion, it is suggested that the case

company focus primarily on other segmentation gete

Behavioural segmentation includes factors relatethé decisions a customer makes about their
travels. These include travel occasion, how lorg ¢bstomers stay in one destination and how
many destinations they visit. It also includes oowr loyalty, which was discussed in chapter 3.
This category also contains elements such as acodation type, mode of transport, amount of
expenditure and activities the customer particpate (Weaver & Lawton 2010, 170-174.) For
Anttolanhovi accommodation type and desired adtigiin addition to customer loyalty could be

helpful tools in separating customer segments fawsh other.

The segmentation of clients provides an opportuoitfuture research. Although some background
data was collected about the respondents of thdyshot enough details were asked to categorize
the different customer types. Therefore it is sstegk that the company commissions a quantitative
research in which variables in demographics, secmnomical position, interests, attitudes and
purchase behaviour are studied among their custoriiéiese factors are then cross-tabulated to
create customer groups, which all have their oveantitly. It is often helpful to give a describing
name to the segment or to create a profile of a&@ypepresentative. When the company knows
what kind of customer groups it serves, it coulcebsier to make decisions about the primary target
markets, for which services will be created andquted for. Further marketing and new service

development could be targeted to these groups.

Not all possible segments can be chosen as thettargrket. Weaver and Lawton (2010, 157)
suggest several criteria to evaluate whether acpéat segment is useful for a company. It must be
possible to measure the target criteria relativedgily, and the criteria must be relevant for the
consumer behaviour. The segment must contain enaogsumers to justify the actions the

company takes to both reach them and serve themnth@nsegment must be sufficiently different

from other segments. A company should only choasget segments whose values comply with
the values of the company, otherwise the compangatasatisfyingly serve the customer segment

without causing conflicts. In addition, the compamgmises must be adequate for serving this
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particular segment. The chosen segments shoulcrpbdy exist also in the future, and the
company should have the means to reach the segmantsarketing. All of these factors should be
taken into consideration when the current custogreups have been identified and the case
company is making strategic decisions about theréutbut the most important factor when
choosing target segments is the purchase powdreotustomers. The better the company knows
the different segments, the easier the choice beso(Ruustinen & Rouhiainen 2007, 172; Weaver
and Lawton 2010, 157.)

7.3 Communication

One of the issues that arose during the researchtiaa role of communication in attracting
customers to Anttolanhovi. Based on the interviand Martikainen's comments it can be stated
that communication is an issue that has room f@ravement. The key resource for information is
the company website at www.anttolanhovi.fi. Theeca®mpany currently provides a list of
possible activities on its website. However, mangtomers had not visited it prior to their stay.
Information was obtained mostly at the premiseasotacit knowledge in the case of local residents.
The biggest concern pertaining to communicatioth& even customers currently staying at the
premises were not well informed about the actipipgsibilities. Without successful communication
about the activities Anttolanhovi cannot expecttooners to participate in them and thus to create

additional revenue.

Communicating about the activity possibilities twtgntial customers is especially important, since
the majority of purchase decisions in tourism asslenbased on the activity possibilities rather than
the destination itself, as is pointed out in chafdt&. Since Anttolanhovi is located in a scarcely
populated area, the number of potential customérs base their purchase decision on location
only is not very large. Therefore, it would seenvigable to use the activity possibilities as the
spearhead in marketing. The contents of the visdukl be the aspect that makes potential

customers interested.

The case company could also provide a means teadacrmation about the activities together
with the booking confirmation email. As many cus@m dislike receiving unwanted emalil
attachments, Anttolanhovi could consider whetheattach to the email confirmation a document

with details about the activities or merely a limkthe corresponding website URL, leading to the
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webpage where the activities are presented. Deimtdact that different activities are presented
thoroughly on Anttolanhovi's website, few of théenviewed customers mentioned having visited
the site. However, this could be due to the faet the interviewees were either rehabilitation

clients with ready-made schedules or experiencst®mers quite familiar with the company.

It would seem advisable for Anttolanhovi to createommunications strategy considering three
time perspectives, i.e. prior to the purchase dmtssas a means leading to conversion, after the
purchase has been made but before the visit atlg thging the visit. In addition to the website
and possible attachments to booking confirmatitwe, ¢ase company needs to consider how to
provide information at the premises. Check-in miglot be the best time to provide detailed
information about individual activities, as groupgyht be large and reception personnel under time
pressure. Some customers preferred to have therafmn in their rooms in a hotel binder, but it
was also noted that such folders might be strentmégep up to date. Another solution would be
to provide this information at the reception desither in a binder or via a television screen. The
latter could provide a cost-effective solution whigould be easier to update than individual sheets
of paper. Information about the activities couldoabe available by the restaurant, since not all

customers stay at the hotel and therefore rarsiythie reception area during their stay.

As is discussed in chapter 3, tourism purchase®ftéea the largest individual item the customer

buys in a year. The associated risk is high foangtble purchases, including services. If the
purchase is unsatisfactory, it cannot be repladed same way a physical product can. It is,
therefore, the responsibility of the company tove as accurate descriptions of their services as
possible. For the case company, a simple improvemmecommunication would be to provide

images of all accommodation types on their webs€itarently only the superior room is presented
with pictures. Moreover, the terrace houses arsgmted with one image only, which does not

assist the potential customer in making informeoiacds.

Decisions on target segments should also faciltatemunication. It is easier to choose the right
channels and create a message to a specific gn@gh. Knowing the customers' needs could help
emphasize important points that aid the customemsaking purchase decisions, as discussed in

chapter 3.
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7.4 New service development

According to the results of the empirical study sleéection of activities on offer seems to be me li
with customers' expectations. Since it was appalexitthe services themselves were not the main
source of problems, the extent to which customeudcbe the source of new service development
was limited. Therefore the amount of ideas for @@twities was low. For the case company this is
an essential piece of information, as it can noau$oon developing the existing activities and
communication about them. To tweak the service ephenultiple approaches can be taken.
Customers expressed a desire for memorable expesegither directly or by describing elements
that are a part of memorable experiences, sucleaasihg experiences or sensorial perceptions.
Therefore, the following subchapters discuss a iplesspproach to the case company's future

product development: experience design througly ftased design.

7.4.1 Experience design

According to Pine and Gilmore (1998, 97) the sgcistmoving towards a new era, experience
economy. The same development towards more afflseieties that has led to the rapid rise of
tourism, allows consumers to spend more money pereences (Tarssanen & Kylanen 2006, 134).
As consumers desire memorable experiences, congpare responding by designing and
promoting experiences rather than products or sesiPine and Gilmore 1998, 97).

In the future memorable experience will be the adra tourism product. The destination itself, the
environment and the staff are just supporting elegme(Borg & Kivi & Partti 2002, 28 — 30.)
Competition in the industry is formed by the proeist ability to support customers’ experiences
(Storbacka et al. 2001, 22). If a company can bailthique moment between a customer and the
brand, a tight bond is created, keeping the custdoyal for years (Kunde 2000, cited in Aaltonen
& Heikkila 2003, 83).

A memorable experience is a multi-sensoral, pasiéind comprehensive emotional experience that
in the best case scenario leads to learning arsbpak change (Storbacka et al. 2001, 86; Tarssanen
& Kylanen 2009, 10). The prerequisite for learnisgthat customers can be activated through

actions, thoughts and feelings (Storbacka et #112004). Experiences are personal, created in the
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mind of an individual. No two people can have elyattte same experience. (Pine & Gilmore 1998,
99.)

Experiences cannot be produced, but the compangreate the necessary preconditions with the
service concept, service process and service sysiesndescribed in chapter 3 (Tarssanen &
Kylanen 2006, 137-138). Often the traditional praduand services provide simply as the stage for
the experiences the company is really selling (Rir@lmore 1998, 98-99). “An experience occurs

when a company intentionally uses services astgesand goods as props, to engage individual

customers in a way that creates a memorable eyeme & Gilmore 1998, 98).

Memorable experiences differ from services throwmlstomisation, dramaturgy and theming
(Tarssanen & Kylanen 2009, 8). Pine and Gilmoré8.9.02) suggest theming the experience so,
that the customer knows what to expect. The thepesrdt have to be publicly articulated, but the
design elements should be chosen in accordandcdddkeep the experience uniform. The authors
also suggest that the company introduce positisaaliand aural cues that support the theme and
remove those that contradict it. They suggest $skasory stimulants for all five senses should be
used, and that the customer should be providediacehto purchase memorabilia of the experience.
(Pine & Gilmore 1998, 102-105.)

The six elements that create memorable experieamesndividuality, authenticity, story, multi-
sensory perception, contrast and interaction (Baes & Kylanen 2009, 12-14). Individuality
means two things. First, the experience must bguéniso that the customer cannot experience a
similar experience elsewhere. Secondly, for a enetoit should feel that the experience was
developed to respond to his or her individual negtiss can be costly to a business, and therefore
experiences are usually produced for groups withilar wants and needs. (Tarssanen & Kylédnen
2006, 141.) This again underlines the need of tstdeding customers and customer segmentation.
An example of this element was presented in thervrgws; customers noted that activities should
be adapted to the fitness level of the participant.

Authenticity means credibility in the eyes of thestomer. It is related to the local way of living
either currently or in the past. The experiencadivity can feel genuine to the tourist even iflsu
habits never existed. The customer is the ultimadge of this characteristic. Conversely, stories

can either be historical narratives of authentiends or tales of belief, depicting the relationship
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between humans and supernatural beings. A storgsgimeaning and explanation to why the
customer is participating in the activity. It binte experience to reality and gives a meaningéo t

activity. (Tarssanen & Kylanen 2006, 142-145.) eh&so elements were not explicitly mentioned
by customers in the empirical research, but sevarsiomers mentioned they would like to learn

more and hear stories about the history of theaeestad area.

Multi-sensory perception means that the producukhbe experienced with as many senses as
possible. This produces stronger emotions and seav&ronger imprint in memory. (Tarssanen &
Kylanen 2006, 145.) Several customers discussexegmrceptions in their answers to the open call
for innovation. Especially visual, aural and tacskense perceptions were described, as explained in

chapter 6.

The element of contract refers to the experienaegbdifferent from the customer’s daily routines.

This allows the client to experience something @iuthe ordinary and at the same time to view
themselves from a different perspective. What cancbnsidered out of the ordinary naturally
depends on who the customer is and from what kfncllbure they come, highlighting again the

importance of customer segmentation as the firsteldpment phase for the case company.
(Tarssanen & Kylanen 2006, 145-146.) During therwiews, customers reflected this element by
emphasizing the newness of the activity to itsipg@dnts. When it comes to foreign clients a
memorable experience can arise from clashes afireyltvhen the way something is experienced
changes (Borg et al. 2002, 28 — 30). For foreigstamers at Anttolanhovi it could be the Finnish

white nights, silence of the country side or alirejtcampfire that allow the tourist to experience

what it is like in Finland.

The last element, interaction, stands for the imahip between the customer, employees and
possible other participants. Being part of a grempances the experience by making it socially
acceptable and gives a social boost to the custbsnénking him or her to other members of the
group, creating a feeling of belonging. For thesasons interaction among customers should be
encouraged. (Tarssanen & Kylanen 2006, 146-147ntémviews customers stated that undertaking
an uninstructed activity would be less complicated congenial group of people. In the open call
for innovation customers commented about sittinghegycampfire together, or having an ice fishing

or an orienteering challenge.
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Often the transformation from a regular activityaanemorable experience can be reached with
relatively small changes, such as turning ice fighinto children’s fishing competition or lighting
the sauna with lanterns instead of bright lighteeafing memorable experiences is an individual
process, which especially in the context of tourismelated to strengthening of sensations or the
lack of regular sense perceptions. A memorable rexpee leaves such a strong imprint, that it is
spontaneously remembered. One participant of tlea opll for innovation reminisced:

“In one destination there was an ice fishing contpet for the children (abt 2 hours), after which
we fried sausage and pancakes by the fire. Thityestiember that trip now that they are 20 years

old, although they have been fishing since theee.”

From the empirical research it follows that it webgleem advisable for the case company to think
about how memorable experiences their activitiderofCustomers’ wishes about combining the
activities together are an indication that they wim experience something memorable, a real
experience. One too to reach this goal is to balgctivities under a common denominator by

using story based design.

7.4.2 Experience design tool: story based design

According to Jensen (1996, 9) the future society f@cus on dreams, adventure, spirituality and
feelings. In the future successful companies creatges and tell touching stories (Aaltonen &
Heikkila 2003, 18). The highest paid person in legv economy is a storyteller, and products are
valued for the story they tell rather than theilitytvalue. Companies must build values and aystor
to their products. In the industrialized world peoponsume much more than they need. A story is
part of what consumers buy when purchasing a pdatigroduct. In the future people will buy
stories, legends, emotion and lifestyle. (Jense36,120.) From now on a smaller portion of the
product price consists of physical product. Insteadrowing proportion derives from the design,
story and brand. (Aaltonen & Heikkila 2003, 80.)

One tool for companies to stay ahead in the coitnpetand to enhance the memorability of
experiences is to use story based design. Storgdbdesign means developing and planning
services based on a story. (Kalliomaki 2014b, 13-Using a story is a strategy that helps the
company to focus its actions and clarifies compgogls (Aaltonen & Heikkila 2003, 15, 75).

Through it companies can either create new sendcekevelop their existing ones to become more
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memorable (Kalliomaki 2014b, 14). Story based dessga practice that has emerged during the

last decade (Tarssanen 2014).

According to Tarssanen (2014) stories matter eaffgén tourism, but companies rarely use them
systematically in their functions. Instead, usingrg based design depends on the enthusiasm of
individual employees. Companies are aware of th@mance, but execution is still missing. Story
based design is similar to other academia indudedsi in that there has to be enough evidence of
its usefulness before it will be adopted by comeamin a larger scale. One has to be able to see the

benefits before story based design can be consi@desran investment. (Tarssanen 2014.)

According to Tarssanen (2014) story based desigrbeaone of the success factors for a company,
but not the most important. However, it does have important advantage. It offers the company a
possibility to differentiate itself from its comjitetrs. (Tarssanen 2014.) Story based service design
supports creating memorable experiences and comgdfgrentiation (Kalliomaki 2014b, 5).
Actions and events disappear from memory, butesaemain (Aaltonen & Heikkila 2003, 13-14).
Considering that story based design is not yet wadgly used, implementing it at this stage could

provide Anttolanhovi competitive advantage.

Stories can also be used as a tool to develop @pawyn Mere descriptions are often too simple
tools to describe the feelings, values and comfésxinvolved in a company. Stories reach this
goal more efficiently. (Aaltonen & Heikkila 20031) A strategy based on a story is easier for the
employees to communicate and remember. Througlestessential information can be quickly
delivered. In best case scenario stories creatagehan humans and organizations. (Kalliomaki
2014b, 53 — 54; Aaltonen & Heikkila 2003, 16.) S$ttwased service design can be utilized in all
operations from service to marketing. Story desgya part of strategic planning, productization,
service design, marketing and branding (Kalliom2®il4b, 7, 14). Tools such as story identity
manual and the service story scripts become stcategls for the company (Kalliomaki 2014b, 53
— 54). Stories are thus a modern way to developrganization (Aaltonen & Heikkila 2003, 15).
Story based design can also serve as a tool foluptalevelopment. Often through story elements

new ideas about products and services are craadditbmaki 2014b, 90).

Story designing is a creative process consistingewtral stages. The main tool is a story identity

manual, which includes nine separate elementsstoey tree, core message, core story, characters,
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themes, picture of the times, service environmsetyices and products, and marketing, the last
three being related to the story as a service expee. (Kallioméki 2014b, 94.) The preferred
solution would have been to organize a worksho Wie case company to develop the full story
identity manual, but this type of co-operation wet possible due to time constraints. Instead,
suggestions about how to implement the differemmeints of the story identity manual are

presented based on the writer's own perceptions.

The first stage in story based design is to craat®ry tree, which is depicted in figure 7.

STORY TREE Story Identity
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73 o¢ F  ~e
.u-'.."l “ } ]

: : . o
diamonds ‘ ©tarinakonc &k

Figure 7. Story tree (Kalliomaki 2014a)
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The drafting of the story tree is started in thetso The core of the business, i.e. the reasothéor
company’s existence is written there. This sectian include the core values and the history of the
company, the "real diamonds”. (Kallioméki 2014b,)8Dnce the roots are completed, customers
are depicted in the tree trunk. The main custonreum is sketched in the middle through
keywords. It is beneficial to approach these keylsothrough consumer behavior and popular
culture, i.e. what type of entertainment the cusiboses. For the purposes of story based design it
is essential that the company knows its customaupyg. Story identity is built from the viewpoint

of the customer. If there is no viewpoint, the gtand thus the company appeal to no one.
(Kallioméaki 2014b, 82.) Therefore story based desigould be implemented after the company has
identified its customer segments and chosen tlgetgroups. The importance of first deciding the

target segments was also emphasized by Tarssabibh) @uring the expert interview.

The products and the services of the company ateewin the two other tree trunks to bear them
in mind throughout the process. (Kalliomaki 2018b,) In the treetop, story elements related to the
company are written. These can be themes relatedetcompany, characters, the story of the
company name, history of the company, uniquenesiseatervice environment, symbols or sayings
that depict what the company does. They can alsstdrg elements that are already used by the
company. (Kallioméki 2014b, 88-89.) A story musivays be concrete and, therefore, the ideas
should be written as nouns, when possible (Kalliirgd@14b, 90).

Depending on the company the story can emphase&dmpany history, present time or future
(Aaltonen & Heikkila 2003, 76-77). It is typical cbmpanies to use the history of the area in their
stories (Tarssanen 2014). For Anttolanhovi hisfogrides many elements that can be utilized. The
history of the estate goes back to year 1639 whemas owned by a Russian boyar family. During
the following centuries the ownership of the estaltenged several times. After the Russian
revolution in 1917 the estate was bought by a Ruasprince Aleksander NikolajevitS Lopuchin-
Demidoff. The prince and his wife lived on the éstanly for a short time, as they quickly
exhausted their funds. The mansion was bought éyAtittola municipality with the purpose of
turning it into a nursery home. In reality it beara school until the estate was sold to the
predecessor of The Organisation for RespiratoryltHea Finland for a rehabilitation center.
(Salmela 2008.) The story is linked to the compaame Anttolanhovi, i.e. ’Anttola court’, which
makes it easy for customers to remember. The pramce his wife provide obvious choices for

characters, although several others, working eibithr or against the couple can be created. The
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word 'hovi’, i.e. court, in itself has connotationgluxury, which can be used to create an image of
royal treatment or good food and fancy apartme@igrently the history of the estate is not
explicitly used in the marketing or branding of tbempany and the story about how the farm
became the home for a noble family and later ateanan for people with respiratory organ
illnesses is not told on the company website (Aattbovi 2014). Tarssanen encouraged
Anttolanhovi to use its royal history and its claeas in the story. This history would be espegiall
interesting for the Russian travelers. (Tarssar@&2 Accorring to Tarssanen (2014), domestic
and foreign customers have similar travel motivagi@and therefore the same story can appeal to

multiple customer groups.

From the elements depicted in the treetop the these are chosen for further development. The
elements should be detailed, unique and in liné Wié company values. Merely hearing the story

element should evoke customers' interest. (Kalliiri@14b, 94.)

Drawing from the story tree, a core message idettaft is a short story, told with a few sentences
The core message has an open ending, as evestildaking place. (Kalliomaki 2014b, 102-103.)

For the case company the story could e.g. be tl@noag: A hundred years ago a Russian prince
lived here with his wife, enjoying the beautifulkéa and the forest. So started the story of

Anttolanhovi, where visitors are taken care of etagtay in a royal manner.

The following stage is creating of the core stdtyis created as a narrative from the following

subsequent elements:

» Starting point: How did everything start, and whe the characters?

* Presentation: Why is the company what it is? Haresal relationships are made visible.

* Deepening of the plot and a twist: A surprising révienpacts what the company has
become.

» Solution: Through the story, the company’s sergiaamise is presented.

* Fade-out: How the customer feels when the senaseldeen delivered and what is the
story experience created by the company. (Kalliara@k4b, 105-106.)

While core stories are most often fictional, Arditahovi's history provides elements that match
Kallioméki's template. The starting point of therg could either be further back in history or the
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point in time when the Demidoffs moved to the estdthe presentation stage could describe how
the name Anttolanhovi came to existence. The deegef the plot could describe the life of the
couple in the mansion, enjoying the surroundinggband Lake Saimaa and local foods. The actual
history even presents a twist and a solution. Adiely a couple of years, the prince ran out of
money despite the family being almost as wealththasRussian Tsar, and the couple had to return
to Russia, therefore leaving the estate and hadispitd the locals for others to enjoy. As the fade
out, it could be described how today Anttolanhanves seekers of relaxation and pampering from
around the world.

After the core story has been completed, charaarersreated. They can either be real of fictional.
Even a product, service or the service environnsantbecome a character in the story. Characters
have both weaknesses and strengths, and alwaysnathat they strive for. The aim should be
bound to the company's service promise at somd. [€he character can also be an anti-hero, in
which case the aim is opposite to the service pemihe character(s) can be used for example on
the website to introduce products or to communicaith clients in social media. (Kalliomaki
2014b, 110-113.) For Anttolanhovi the charactensiccde the two Demidoffs,both with their own
personalities, members of their staff, Lake Saintha,surrounding boreal forest of pine trees, a
forest elf or one of the gods in the Finnish ancretigion. There are also several beliefs related
forest animals, which could be used as characBappgala 2009, 65).

At the stage to follow, a list of themes is creafEdey are usually elements that are present in the
core story, such as places, characters or thefiegsimns, styles or events. About 5 to 10 themes ar
discussed elaborately in the story identity manaatl an explanation is given on how they are
related to the company. These elements are alsgbkito be used in service design, for example

by using related objects as decorations. (Kalliorg8&4b, 117-119; Tarssanen 2014.)

After the themes are complete, a decision needsetmade concerning the era that the story is
related to. It is typical of tourism companies gewa period of time as the planning source for the
company. If the company has interesting historyrdua particular era, such as the case company,
the planning process should start from there. {&maléki 2014b, 120-121.)

To complete the story based design process, thaeeng points for practical implementation of the

story are defined. The service environment is stagiéh cues from the story, both at the premises
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and for virtual encounters on the website. Theystan become a part of the service environment
through small clues, such as objects, colors, sensa sounds, lights and indications of the
characters’ lives. The company also needs to thimk the story made is visible in their service.
Through adding visible cues such as employees’ ¢denmiforms both the customer and the
employees obtain roles in the story, and the sesvitevelop a plot. Finally questions of marketing
are discussed. The company needs to decide hoeldheents or characters of the story are added
to the marketing message. (Kalliomé&ki 2014b, 12@-)12

As a tool both for strategy and for product develept story based service design could be used to
solve challenges at several levels. Combined whiibraugh customer segmentation it should
provide the company tools for future developmertt areans for differentiation. Using story based
design as a tool will clarify the service concepe core idea, which needs to be the starting point
for any product development processes. For the casgany adopting this process could help
solve the initial issue of needing more activitik®e company assumed it was having, and

consequently help the management in the future vilnéimer ideas for activities are developed.

Story based design is not without its complicatiorerssanen emphasized, that story based design
is no panacea. Before implementing story basedyddbe company must have other processes in
order. The company needs to know what it is offpmd to whom, and plan it well. Mere story
based design won't bring any benefits. (Tarssartda 3 The most challenging part in story based
design is leading memorable experiences. It is arg to distinguish and measure which part of
the experience is the one creating added valugetaustomer. Only in-depth interviews could shed
light to this issue, and therefore memorable expers are often managed and choices made based
on a gut feeling rather than strategic planningrg$anen 2014.)

In practice there are many ways to add story elésnenthe visitor's experience. According to
Tarssanen (2014), creating the whole customer e into a story is the most effective way to
bring added value. This means that all employemddvstick to a role and cite premeditated lines.
Tarssanen admitted that this would require a lainfthe employees. (Tarssanen 2014.) As stated
earlier, it is hard to know which part of the expace design brings the most added value to
customers. Therefore in this case Anttolanhovi migant to gradually increase the elements of a
story. Logical places to start would be the webdite restaurant menu and themed weekends,

which Anttolanhovi provides to customers. In adufifioutdoor activities could be designed around
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the story. It is even possible to build a routeha surrounding area without touching the actual
physical infrastructure. Modern smart phone appbecs allow the company to create GPS based
themed walking tours that contain multimedia contabout different check points. (Koljander
2014.) Since information technology is expecteddoome a vital element in tourism in the future,
adopting it in connection with story based desigmula allow Anttolanhovi to make use of this

trend.

Implementing story based design through the sugdestethods would allow Anttolanhovi to
slowly implement the story into its processes withtarge investments. Things such as menus,
weekend programmes and websites are updated omardagtervals, so they would allow the
possibility to evaluate the results with the poiisypbof modifying the story later if needed. That
would reduce the risk and lower the initial cosstary based design.

It is also possible for Anttolanhovi to first tabie concept with a particular customer segment. It
can be expected that the Russian segment mighbbeinerested in the history of the Demidoffs,
and therefore it could be one of the first segmémtdhe case company to test the new concept.
Since rehabilitation customers are not fully resiole for their purchase decisions themselves,
Tarssanen recommended not to make extensive efforigory based design considering this

customer group, unless additional revenue candsen (Tarssanen 2014).

Linking the story to outdoor activities is also pitde. In relation to outdoor activities, storiae a
great tools in motivating people. Through storiesmsingly unrelated activities can be constructed
into a coherent series of events. The plot mots/@ople to engage themselves in activities they
might otherwise consider silly. (Tarssanen 2014hgidering the ability of stories to bind events
together, outdoors activities related to the stwould also provide the customers a motivation to
include these activities in their visit. For Anaahovi this approach would also help combine the

elements of nature to the activities, thus fuligjithe original objective of the research.



72

8 CONCLUSIONS

In this research a practical project in new sendegelopment was conducted for an SME in the
tourism sector. The objective of this project wasdevelop new activities for the case company
Anttolanhovi to provide to its customers. This didoallow them to increase demand during low
season and thus balance seasonality, a typicalgonoim the tourism industry. Hotel rooms and
restaurant space produce fixed costs even whenateeyot in use. Therefore companies aim to

maximise their capacity usage.

The most significant motive for tourists to cho@sparticular destination is what the premises and
surroundings provide as entertainment and past tGpt®ns during the stay. For these reasons
customers were asked to share their opinion abbat Wnd of activities they would like to engage
themselves in during a visit at Anttolanhovi. Thbjeative was to create new activities for
Anttolanhovi by using customers as a source ofrmédion through methods of user-driven

innovation.

The empirical research indicates that the currelagicion of activities meets customers' needs well.
The current service concept appeals to Anttolanhosustomers. Therefore lack of suitable
activities is not likely to be the only reason adniting to the lower occupancy rates. From this it

results that new service development per se ifikedy to be sufficient tool to solve that issue.

Interviews with customers and discussions withrttamagement indicated that customers were not
sufficiently aware of the activity possibilities drtherefore the company had not yet been
adequately successful in making them known to ecoste. Observations and discussions with the
management also revealed indications of possibdg¢egfic issues. The analysis from observations
suggests that it would be advisable for the casepemy to make a strategic choice about which
customer segments to target in the future. Doing®ad assist the company in developing a
strategy for the future and to plan its operatiefigiently. Currently it seems that the company
aims to please many customer segments, possibiyaeitflicting interests. As a result, it can be
hard for the case company to achieve a recognizatofle and to differentiate itself from its
competitors. Making a clear choice about targetrsegs could also ease the decisions on how to

develop the premises in the future.
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A company has to define its target segments inrdadeemain competitive in the long run and to be
able to develop products and services that respoodstomers’ needs. Only when it is clear what
type of customers the company wishes to serve,ait successfully continue its product

development process. (Komppula & Boxberg 2002, ®&hjing the research process the case
company has started to collect information abautciistomers through its booking systems. The
company has also withdrawn the Art&Design villa®onfr sale. (Martikainen 2014c.) It is

recommended that the company continues this demanpby making an additional research in
order to identify the current customer groups itves. Drawing from this research, the company
could make informed decisions about which custosagments to target in the future. A further
research into customer segments combined with e gathered in the booking system could
provide additional information to the company, thaleviating making strategic choices in the

future.

Despite the fact that the empirical research ditl yield practical new activity ideas from the
customers, there was a pattern to what types oMitees the customers were longing for. During the
interviews customers expressed their desire fonehs that are typical of memorable experiences,
such as sensory perceptions and contrast to ewetifda Based on the analysis of the material
derived from the customers, experience designesitigle from which Anttolanhovi could proceed

with its service development in the future.

As the practical tool for enhancing customers' eepees the technique of story based design is
suggested. Anttolanhovi could use its own hist@yaatarting point for the story. Building a story
identity could help the company to identify the e&af their services and bring all elements of the
service process under the same brand. Most imghystarsing story based design could help the
company to gain a recognizable profile and to diffidiate it from competitors. It would also
provide as a tool for product development in thieifel Through successful product development,
interesting activities could attract not only stego visitors, but also excursionists from nearby
areas to visit Anttolanhovi. Since the activitiesidéable are more important a decision criterion
than location for most customers, it would seemsabte for the case company to emphasize them

in marketing and communications.

Despite all efforts to increase the occupancy thteughout the year, seasonality is a typical

problem for tourism companies and it cannot beyfakpected to be solved through any means of
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strategic management. While there are ways toenfie supply and demand imbalances, as seen in
chapter 2, there is no panacea to fully fix it. Seelity remains a characteristic of the industrg a
therefore it cannot be fully removed. The object¥ehis research has been to offer means for the
management to alleviate its effects and to redhedlifferences between the high and low season
capacity usage.

Through the suggested strategic decisions the coynglaould be able to focus its future activities
on the chosen target groups. This could providetipleladvantages to the current situation. It
could help the company to make decisions on hodeteelop the premises in the future. Planning
company operations with consideration to desiregetasegments should ultimately lead to
advancement in product development also, as preduet easier to plan with consideration to the
needs and wants of a particular target market. tbgeamemorable services could facilitate
enhancing customer experiences. In addition, usingtory could help the company create a

distinguishable profile, which could create comipeti advantage for the company.
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APPENDICES

Appendix 1. Interview form: Group interviews

Appendix 2. Interview form: Tarssanen, interviewa @lephone
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APPENDIX 1

Face-to-face group interviews on January 23 an@@%4.

Interviewees: 18 customers at Anttolanhovi. Nanesbeen omitted to protect the privacy of the

interviewees.

Questions have been translated from Finnish intglifimby the writer.

1. How to make the activities attractive?
- Which activities have the interviewees particguhin?

- What makes an activity interesting and succe8sful

2. What are the requirements for an independemjuided) activity?

- How can Anttolanhovi make these activities axeasful as possible?

3. How to communicate about the activities to thstoemers?
- Where should information about the activitiesabailable?
- At what point and how should the case companyrimfcustomers about the activity possibilities?

- Is the current level of communication sufficient?
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APPENDIX 2

Interview via telephone September 9, 2014

Interviewee: Sanna Tarssanen, CEO, Lapin ElamyasttotOy

Questions have been translated from Finnish intglifimby the writer.

1. How much do Finnish tourism companies make diseemorable experiences and story based
design? Has there been any development and whatldeéuture look like?

2. In your opinion, what effect do these practicage on the success of the company?

3. What are the most successful cases?

4. What are the best practices?

5. Are there any pitfalls for the companies to \watat for?

6. Should different customer segments be treatd@remtly? How should a company treat
international clients and do cultural differencésypa role?

7. Are there examples of incorporating memorablgegences or story based design with various
activities such as exercising? Can seasons beeaatiti

8. Are there examples where actual history of hregany or the surrounding area have been used?



