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EXECUTIVE SUMMARY

The mission of the Kentucky Department of Travel (KDT) is to promote Kentucky as a travel destination to generate revenue and employment for Kentucky’s economy.  Tourism in Kentucky is the Commonwealth’s third largest industry and second largest private employer.  In 2001, over $8.7 billion were generated by over 19.2 million destination and an additional 65.8 million pass-through visitors to the state.  This spending resulted in the creation of over 160,000 full-time job equivalents and over $900 million in state and local tax revenues.

Over the last decade, the Internet and electronic commerce technologies have allowed dramatic changes in the way travel information and services are delivered to consumers.  To continue to fulfill the above stated mission, KDT embraced this new information delivery system with an on-line visitors guide in 1994.  KDT then began exploring fiscally responsible and user-friendly enhancements to benefit both the industry and consumer.  In an effort to compile the most up-to-date information available, KDT unveiled the Extranet (www.kentuckytourism.com/industry) in June, 2000.  The Extranet has streamlined the formerly cumbersome and costly collection of tourism data by allowing our industry partners the ability to submit new information or edit existing data directly to our SQL database.  This database serves as the conduit for information exchange between the more than 2,200 tourism businesses, the Kentucky Department of Travel and, in turn, the 284,000 plus qualified web visits to the Kentucky Tourism website.  

According to the Travel Industry Association of America (TIA), there are about 90 million on-line travelers in the U.S, representing about 45% of the adult U.S. population.  At least 60% of these on-line users plan a minimum of one leisure trip per year.  In determining the relative importance of travel website capabilities, offering the most up-to-date information and a wide range of travel options were rated as the highest attributes.  

The Extranet is designed to provide an electronic business portal to our SQL database and has eliminated the need for bulky, costly, inefficient and time-consuming paper updates.  The Extranet has been so successful that KDT has committed significant resources in both time and funding to update the database and portals (the Extranet and kentuckytourism.com) to more effectively serve our client base, the tourism industry and potential visitors to Kentucky.  The upgrade will allow the Kentucky Department of Travel to fully embrace the practice of customer relationship management in order to continue to increase the economic impact of tourism in Kentucky’s economy.

Section A:  Description of Project (including length of time in operation)

The Kentucky Department of Travel introduced the Extranet in June 2000.  It provides an immediate access business portal for tourism businesses to submit or update information critical to the traveling public.  Information gathered through the Extranet is used: 

to power KDT’s consumer website, kentuckytourism.com, 

to aid KDT’s travel consultants who staff the toll-free telephone lines, and

to provide the foundation for all KDT consumer publications.

The Extranet allows tourism businesses to have constant interactive control of all data pertaining to their business.  This control assures that the potential visitor has access to the most complete and up-to-date information available about KDT’s industry partners.  

Prior to the introduction of the Extranet, all data collection was done manually using paper surveys and the U.S. Mail.  This annual collection process was time consuming, costly and inefficient.  If a business missed a deadline or a survey was lost, numerous attempts would be made, by KDT staff to gather the needed information by telephone.  In the event that a business was not contacted, the information concerning a new business was not listed or the information concerning an existing business would remain unchanged from the previous year.  The Extranet allows KDT a much more efficient and effective means of tracking new data and data changes and also provides for quicker follow-up should a business fail to update their information in a timely manner. 

SECTION B: Significance to the improvement of the operation of government

The Extranet has streamlined the information gathering process for the Department of Travel.  Tourism businesses, using the Extranet, can update information as information changes.  Before the Extranet was introduced, information was updated through old, traditional paper methods and could be outdated by as long as 18 months.  An example would be a new hotel opening in August 1999.  Because of publication deadlines, this property would not have been included in the only information piece available to the traveling public, the 2000 Great Getaway Guide.  Today, although a new hotel opening after the publication deadline would still not be included in the printed guide, information about the property could be submitted through the Extranet and be available on the consumer site within 24 hours.  

Because businesses can gain immediate access to their records and make changes as needed, KDT has changed our advertising message to promote use of the website, kentuckytourism.com.  The introduction of the Extranet assures that the traveling public has access to the most accurate and complete information regarding Tourism sites and attractions all across Kentucky.

SECTION C:  Benefits realized by service recipients, taxpayers, agency or state

The Extranet has provided an efficient way for tourism businesses to provide information updates in a timely and cost-efficient manner.  Through the Internet a business can log onto the Extranet any time of day or night.  KDT’s industry partners, at their convenience, can post new amenities, events, changes in conditions and/or specials that would be of interest to the traveling public.  The importance of this was magnified by the events of September 11th.  Travelers are now demanding the most current information available since they are now delaying their travel decisions to the last possible moment.

According to our research, the following are characteristics of tourists planning a trip:

· Leisure trips planned online are most likely to be for entertainment or to visit friends or relatives.  Just fourteen per cent of trips are solely for outdoor recreation.  More than half of all trips planned online include a car, truck or rental vehicle as the principal mode of transportation.  Four in ten trips include air transportation.  Very few online trips involve travel by camper, RV, bus or train.

· One-third of online consumers make “last-minute” trip plans by going on-line within two weeks or less of their intended trip dates.  Only one trip in four is planned online between one and three months before the start of the trip.  Seven in ten trips planned online involve destinations outside the home state.  When choosing a destination, about half of online travel consumers make their final decisions less than one month before their trip, with one third making their final decision within two weeks of planned departure.  This fact alone certifies the importance of web sites having the most current, accurate and timely information.

· Online consumers use the web for maps, driving directions, and lodging options on route in addition to destination-specific information like area dining, accommodations, entertainment, and local attractions, events and celebrations.  

· Over half of trips planned online include an online reservation or purchase related to the trip.  Among these online transactions, fifty-five per cent (55%) include overnight lodging reservations and fifty-four per cent (54%) include reserving an airline seat.  Three trips in ten planned online included a rental car reservation.

The Extranet provides the traveling public with a greater realm of accurate and timely information with less reliance and impact on Kentucky Department of Travel staff and budget.  The enhanced and up-to-the-minute information is used to market and brand Kentucky as a tourism destination not only to its own citizens but also for travelers from other states that in turn visit, spend and generate employment opportunities and tax dollars for the Commonwealth.  

SECTION D:  Return on investment, short-term/long-term payback (including summary calculations.

Table 1 represents a breakdown of capital and operating costs for the Kentucky Department of Travel’s consumer website and the Extranet, the industry portal to the SQL database.  The average annual capital cost is  $13,333 based on an average useful life span of the computer equipment before obsolescence of three years.  The average annual operating cost is $125,000.   Thus, the total average annual cost for the KDT’s information technology involved with the SQL database is approximately $138,333.

TABLE 1

Average Annual Cost for Site Operation

Investment Category







Cost

Capital Cost


Total Capital cost






$ 40,000


Average useful life of equipment before obsolescence

   3 years


Average annual capital cost





$ 13,333

Operating Cost


Average annual operating cost




$125,000

Average annual cost







$138,333

______________________________________________

Table 2 represents the return on investment for the KDT information technologies powered by the SQL database (kentuckytourism.com and the extranet).  This analysis is based on a combination of direct savings to the Department and tax dollars brought into the state by the number of people influenced to visit Kentucky because of information entered directly by businesses and event coordinators.  This was determined by surveying a random sample of qualified web visitors to the KDT website.   These visitors, who stated their decision to travel to Kentucky was influenced by the information they received from KDT’s website, spent $65 million and in turn generated $4.9 million in state tax revenue.

As shown, the site generates $4,936,000 in annual state tax revenue to the Commonwealth.  The benefits of the Extranet far outweigh the cost, and result in a net benefit to the Commonwealth of  $4,797,000 per year with a ROI over 35 times.

TABLE 2

ROI Analysis for Site using State Tax Revenue and Department Savings

Performance Measures





Revenues/Savings

Annual savings to state government





$     15,000

State tax revenue generated by travelers influenced by KDT website
$4,921,000

Total annual benefits to state government




$4,936,000

Total Average Annual Costs






$   136,333

Return on Investment







     35 times
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