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Executive Summary

The Pennsylvania Fish and Boat Commission contracted with Penn State to analyze PFBC
operations, the competitive environment for its products and services, and trends impacting its
ability to meet current and future objectives. We were asked to write a “business plan”
document that could help leadership prepare for the next strategic planning cycle.

We observed that the agency is well run with a dedicated staff who have expertise in their focal
areas and care about their constituents. However, staff are oftentimes limited in their abilities to
achieve objectives due to availability of funds. The agency faces more than $100million in
infrastructure needs while encountering financial headwinds in the form of increasing mandated
expenditures and declining revenue streams. Leadership currently maintains a reserve fund of
monies but that balance is in danger of being depleted.

Threats facing the agency include changing demographics and leisure time activities, current and
future obligations being projected to overcome annual revenues, and general difficulty in being
able to “change” the organization due to external stakeholders. Taken together all these trends
form a significant hurdle blocking PFBC from achieving long term economic sustainability.

We examined opportunities for expense reduction within the agency and found the following:

e Most of the easily-achieved expense reduction opportunities have already been identified
and many have been put in place.
e [External forces such as stakeholders constrain PFBC’s ability to go after larger cost-
reduction strategies.
e Internal factors like mandated and fixed expenses also constrain the ability to
significantly cut costs.
e Specific options for cutting expenses include:
o Cutting back on fish production appears to be possible and warranted as a cost
cutting measure.
o Reducing number of hatcheries.
o Outsourcing of various functions.
o Improved production planning related to fish production and stocking.

We also looked for opportunities to increase revenue generation and discuss the following:

e New and revised licensing options.

e Capturing more revenue from unlicensed anglers and boaters.
¢ Obtaining revenue from a consumptive water use fee.

e Mandatory unpowered boat licenses.
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The marketing function within the agency is one that needs more emphasis since it should be
seen as the main driver of increased revenues. We discuss marketing needs from multiple fronts,
with an overall suggestion that increased investment will be necessary to counter trends that
would otherwise reduce revenues. Marketing-related recommendations for the agency include
improved branding guidelines and messaging, with more engagement opportunities for all PFBC
communications, and an emphasis on female anglers and those in urban areas. Proper use of
social media could play a major role in marketing efforts.

E-commerce strategies should be more focused, with an emphasis on such areas as email
reactivation campaigns, insight generation, and better on-line sales capabilities. Related areas of
discussion include:

e Digital licenses that can be emailed to anglers.

e Obtain more emails from customers.

e Improve cross-selling with the on-line platform.

e Use search engine optimization techniques to create “buzz” around PA fishing and
boating.

Other general suggestions for the agency include:

e New methods of engaging channel members such as retailer partners.

e Improved project management techniques.

e Scaling Outreach and Marketing to reach under-served and non-traditional populations.

e Take advantage of favorable trends such as more unpowered boating.

o Simplify fishing regulations and communicate those to customers.

e Manage stakeholder influence on the agency.

e Improve data analysis capabilities, especially as it relates to knowledge about the
customer.

e Improve management of the organization with specific emphasis on business-related
functions.

e Clarify roles of the Commissioners and educate them about their governance functions.

The Fish and Boat Commission provides a plethora of opportunities and benefits to the
Commonwealth and its citizens. The agency depends primarily on license and fee revenue to
provide these “common goods”, many of which are not reimbursed or directly paid for. This
business model has worked in the past but is at risk given the many factors impacting revenues
and expenses. We urge the agency to make the difficult decisions and changes necessary in
order to maintain its role as a conservation and recreation leader.
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[. Background

Introduction to Project

The Pennsylvania Fish and Boat Commission (PFBC) is faced with multiple challenges that
threaten its ability to continue providing services to anglers, boaters, and other stakeholders of
the Commonwealth’s waterways. Trends in demographics and free-time leisure activities
coincide with changes in cost structures to create a situation in which fee-derived revenues are
decreasing while mandatory costs are increasing. PFBC leadership has recognized that revenues
are insufficient to support current levels of programs and services; this situation will presumably
require an increase in revenues or a decrease in costs, or some combination of both.

The PFBC Board of Commissioners has suggested that the Commission continue providing a
static (or even increasing) level of goods and services even in the face of what would appear to
be a declining customer base. Such a strategy would seem to be very difficult to achieve for a
for-profit business, and may also be impossible for a state agency. The challenges of making this
strategy work if the agency is constrained by an inability to raise prices or decrease operational
costs create an even bigger hurdle.

Many of the Commission’s key stakeholders may not fully understand the business-related
challenges currently faced by PFBC, and that these challenges may make it nearly impossible for
leadership to move the agency forward in a sustainable manner. The Commission’s Executive
Director has recognized this situation and asked Penn State to analyze the PFBC business plan
with an eye toward informing the new strategic plan.

Director Arway has stated “responsiveness is key to any business — in our case, a government
business ”. With that need in mind PFBC began working with professors and MBA students
from Penn State to help develop a business plan that will inform decision-making and the
development of the agency’s next strategic plan. An overarching goal is to help the agency
identify ways to minimize costs and increase revenues by applying concepts that might seem
foreign to a state agency but which are, he believes, necessary to improve the responsiveness of
PFBC on behalf of its customers.

Format of Report

This report begins with a general overview and description of the agency as seen through the lens
of outside observers. We discuss trends that are impacting the agency and detail our key
observations about the Commission. We then transition into the sections in which we provide
additional observations and suggestions related primarily to expense reduction and revenue
enhancement. Finally, we provide recommendations that will dovetail with the Commission’s
new strategy plan.
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[I. General Agency Description

Mission

The Pennsylvania Fish and Boat Commission’s mission is to protect, conserve and enhance the
Commonwealth’s aquatic resources and provide fishing and boating opportunities. The mission
reflects its statutory responsibilities in section 321 of the Fish and Boat Code, 30 Pa. C.S. §321,
relating to:

- The encouragement, promotion and development of fishery interests.

- The protection, propagation and distribution of fish.

- The management of boating and the operation of boats.

- The encouragement, promotion and development of recreational boating.

Vision
By 2017, the Pennsylvania Fish & Boat Commission will provide high quality services to insure
essential resource management and protection and improved fishing and boating recreation;

engage targeted audiences in safe fishing and boating; and maintain and improve the agency’s
workforce and physical infrastructure.

Values

The Commission’s values are its guiding principles. These statements outline the behaviors that
are expected of all employees, Commissioners, Boating Advisory Board members, and
volunteers. Evident in its daily decision-making, the values impact every aspect of the
organization:

- ... committed to prudently managing the Commonwealth’s aquatic resources.

- ... committed to providing high quality public service.

- ... committed to being wise stewards of the assets entrusted to us.

- ... committed to creating a positive and cooperative work environment where staff are
given the opportunity to develop their expertise and ideas are openly exchanged,
acknowledged, and respected.
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[II. Observations about PFBC

The current business environment faced by PFBC could be termed “challenging”. Not only are
demographic and societal changes having negative impacts on opportunities for revenue
generation but required expenses are increasing and the agency lacks the ability to set prices for
its products. Moreover, infrastructure deficiencies (i.e., boiler and roof repairs, high-hazard,
unsafe dams) and other projects (i.e., hatchery oxygen alarms, watercraft, access upgrades)
represent approximately $110million in outstanding needs for the agency.

Mandated expenses along with declining revenues have combined in recent years to create
financial pressures leading to staff cutbacks. Reductions in force have left the agency very
“lean” to the point that additional cuts in key staff positions will result in reduced services.

Strengths and Weaknesses

The figure below provides a framework for understanding the organization in the context of
crafting and implementing strategy. A SWOT analysis is a time-tested analytical tool to help
leaders manage their future. The purpose of the SWOT analysis is to provide information on
your strengths and weaknesses in relation to the opportunities and threats faced by the
organization.

Some experts believe an organization must understand its external and internal contexts so
management can develop a vision and a strategy that link the two. Only by weaving together an
understanding of the organization with your intended actions can you effectively develop a
future strategic plan. Given that a main purpose of this report is to feed into the agency’s next
strategic plan, it should be helpful for leadership to consider how this framework can assist in
strategic planning.
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Figure 1. Outline for SWOT analyses

Strengths:

e something we do well

« valuable know how

e assets (physical, human,
intangible)

e competitive capability

« attributes of organization

« alliances with partners

Weaknesses:

e something we do poorly

o adisadvantage

« adeficiency in expertise or
competence

« lack of assets (physical, human,
intangible)

e missing capabilities

Opportunities:

e best prospects for revenues

e competitive advantage

e Wwhere is the good match with
goods & services we have to
offer

Threats:

e new product/service offerings
disrupting our business

o demographics

o social trends

« internal and external forces
impacting operations

Our team put together a list of the primary strengths and weaknesses that we have seen in the
agency. Understanding the strengths and weaknesses of the organization is an important process
for leadership; this introductory look at the agency should help guide strategic planning and
future investments. Because the weaknesses are more relevant and valuable for the purposes of
this report we will concentrate more on them. We will remind readers that weaknesses are
generally considered as factors internal to the organization; opportunities and threats are external
and will be considered in latter sections of the report.

PFBC Core Strengths

o Capable of producing large quantities of recreational fish

o Waterway Conservation Officers to enforce laws and regulations

o Operationally efficient in management of facilities, staff, and programs

e Agency is currently able to maintain a “reserve fund”” of monies to be used for contingencies

10
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Secondary Strengths
e Strong and capable leadership team
e Functionally talented staff
e Producing an excellent product in Pennsylvania fisheries and waterways
o Key player in national organizations like AFWA and RBFF

PFBC Weaknesses
e Financial/Economic

©)

Current and future obligations are becoming greater than projected annual
revenues

Increasing fiscal realities have forced agency to request a license/fee increase
Sustaining core operations while meeting rising retirement and health care
obligations will be difficult or impossible without an increase in revenue or
drastically lowered costs.

Much of the low-hanging (expense) fruit has already been harvested, which
implies that the agency will be forced to make difficult decisions to achieve any
real savings

Very difficult to monetize PFBC conservation efforts and their value to the
Commonwealth and citizens

Very difficult to monetize large economic impacts of fishing and boating (i.e., tax
revenue generation) that currently accrue to the Commonwealth’s General Fund
There is a general inability to account for actual costs of fish species and an
inability to assign costs to portions of the agency

Reserve fund

e Human Capital

o

Full-time complement of employees has been systematically reduced — from 432
approved positions down to about 380 — and the agency cannot go any lower
without significant programmatic cuts that would seriously impact the services
provided

Lack of funds prevents leadership from hiring staff that would be tasked to
increase revenue

Insufficient WCQO’s to adequately monitor violations and bring in revenue
Difficult to incentivize employees to encourage them to reduce expenses or
increase revenues

Employee morale in parts of the agency is low

Lack of common purpose throughout workforce

Lack of marketing/customer focus throughout agency
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e Management and Leadership

o Management hierarchy and who is responsible for key functions are not always
clear

o There is a lack of diversity among agency leadership, which is very evident in the
Commissioners

o Individual Commissioners have significantly different views related to agency
operations, outcomes, etc.

e Strategic

o The Fish and Boat Commission is viewed by many stakeholders as similar to the
PA Game Commission

o Don’t always make investments “strategically”

o Leaders in upper and middle management need a more holistic view of
organization

o Political influence causes inflexibility

o Strategic, operational, marketing, etc. plans developed by agency seem not to be
followed

o Time frame for strategic planning is different than for production decisions

e Production

©)
@)
@)

No tie-in between what is grown/stocked and what the customer demands
Production planning is done too far into the future
Production levels are based on what agency can make under permits
= Especially true for trout volumes
Outdated plant and equipment in some areas

e Markets and Marketing®

o

Demographic trends and customer preferences are moving against the agency and
there has been little to no success in countering these trends
Lack strong cross-selling abilities between fishing licenses and boat registration
Relationship with retailers/agents is not strong enough
Retailers are not incentivized to sell PFBC products

= The cost of selling multi-year licenses is not covered by the $1/license

agent fee

= Multi-year licenses lack full licensing agent support for continued growth
Insufficient focus on boating opportunities
Insufficient marketing and outreach staff to meet goals (see related notation above
under Human Capital)

! Note that other more specific strengths and weaknesses of Outreach & Marketing are discussed in section VII

below.
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o Insufficient marketing budget to achieve goals

We would reinforce one other observation that was of minor concern to us: we read multiple
internal documents related to strategic planning, cost reduction plans, etc., that were being only
partially followed 2. Many organizations will expend time and money on crafting plans but the
plans end up collecting dust on a shelf. It is not clear to us why some of the plans were not
followed, or suggestions not put into place, but this should be perceived by management as a
weakness that needs to be addressed.

Long-term Strategy Challenges

One of our biggest concerns, and biggest threats to the agency, is related to the ability (or
inability) of agency leaders to be able to formulate a long-term strategy to ensure economic
sustainability of the organization.

Primary reasons for the inability to plan longer-term include:

o Influence of external stakeholders restraining change efforts
o Unknowns related to legislative approvals

These two factors alone severely restrict agency leadership from being able to estimate future
revenues or plan for expense reduction strategies.

With participation declining and expenses increasing, PFBC needs to develop long-term
strategies to ensure a sustainable future for the agency. We observed that the current challenges
have pressured the agency to formulate short-term “survival” strategies, which offer only 2-3
years of agency guidance. This is a sub-optimal way to plan for the future.

Assuming fishing and boating participation will continue to decline, fewer strategic options are
available to PFBC leaders. There is a strong desire to increase license prices, which indicates a
“harvest” strategy is being followed. According to Robert M. Grant in Contemporary Strategy
Analysis, a harvest strategy is deployed by organizations as to extract maximum revenue from a
dwindling market. Firms optimize profits before the market is reduced to a non-profitable size
and that line of business is terminated.

It seems obvious that the primary means to increase funding will be by extracting more money
from a population of fewer anglers. Because the agency is self-funding, it must use license
pricing for any short-term increase in funds; which in the long run leads to fewer anglers.®

2 Examples include: “Hatchery Cost Savings Work Group Report” 8/2011; “PFBC Fishing License Sales Marketing
Action Plan” 10/2013.

3 As noted elsewhere, boating trends are increasing and will offer opportunities for increased revenues, but the
boating side of the agency is traditionally much smaller than fishing.
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Currently, there are no observable financial incentives for PFBC to increase the amount of time
people spend fishing. The act of purchasing a license is the only time the agency is rewarded
with funding. This situation creates conflicts both within the agency and with various
stakeholders who seek to force actions by the agency regardless of economic consequences.

To avoid being forced to execute a harvest strategy, all stakeholders should consider the full
value of each angler in Pennsylvania. This includes the economic benefits of angling in
Pennsylvania. One solution is funding PFBC with a portion of Pennsylvania sales tax on fishing
and boating equipment. Funding through sales taxes will incentivize PFBC to grow the number
of anglers in Pennsylvania and increase the time they spend pursuing related activities.

Value Chain Analysis

One of the first things we did was to analyze PFBC as a business; in doing this we considered the
values of PFBC’s activities much like a for-profit business would but with an eye toward
understanding the value that the agency and its constituents bring to the Commonwealth. Figure
2 below provides a visual to help readers understand the “value chain” created by fishing and
boating-related recreation in Pennsylvania.

Figure 2. Depiction of Value Chain for Fishing and Boating

Fishing and Boating Recreation Value Chain

[ 6% of all equipment sales go to state general fund < ——— 1
[ License fees capture intent to fish or boqt, e— }
[ Equipment sales benefit retailers }

Pennsylvania
Fish & Boat
Commission

Anglers &
Boaters

{ —  Recreation Opportunities Created }
[ e [icenses & Permits ]

Stat | fund . S
EIE HETEEN T Recreational activities

grows as total
participation increases.
This is impacted by the
number of anglers and
boaters as well as how
often they participate.

Developing anglers

creates an annuity from

taxable sales.

are created by PFBC.
The agency only

captures value at time

of license purchase.
There is no incentive to
increase the economic
impact of anglers and

boaters.

Retailersrely on repeat
customer purchases. A
license sale increases
the probability of

repeat purchases, but

continuous engagement
is needed to generate

revenue.

Anglers and boater
churn is a problem for
PFBC. Continuous
involvement tends to
decrease churn rates.
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Many of our conversations with PFBC staff included some discussion of the economic effects of
fishing, boating, and related outdoor recreation. According to the Outdoor Industry Association,
the total outdoor recreation economy generates $6.7 billion in state and local revenue for just
New York, New Jersey, and Pennsylvania. Based on a 2016 report by Southwick Associates,
each PA angler generates $54.38 in state and local tax revenue. The average angler in
Pennsylvania contributes just over $23 to PFBC activities. This indicates an imbalance in the
value chain in that the Commonwealth receives economic benefits that are derived from PFBC
efforts to increase fishing and boating participation.

As mentioned in the Long-term Strategy Challenges section above, the leaders of PFBC are
forced to make decisions that optimize their outcomes based on license sales alone. The
Commonwealth of Pennsylvania (meaning the General Fund), retailers, and anglers all benefit
from PFBC resources and investments that allow and encourage high rates of use. As people fish
and boat more in Pennsylvania, there is more consumption of related goods and services and thus
increased tax revenue into the General Fund. PFBC is charged with creating and maintaining
outdoor recreation opportunities that only provide a partial and sometimes indirect return on the
investment. If PFBC was a for-profit business then there would normally be a direct relationship
between achieving such goals and financial returns. However, we observe a disconnect between
agency efforts to create quality resources (e.g., waterways and fishery stocks) and high
participation rates by boaters and anglers, and the financial rewards received by the agency.

This is another weakness at the agency: as key performance indicators (KPIs) improve the value
generated by those activities should increase. The only KPI that impacts PFBC revenues is
license sales®. This creates the need to make nearsighted decisions that will eventually shrink the
agency’s customer base.

The leaders of PFBC are attempting to change the current legislation so that the agency can
capture (tax) revenue from equipment sales. This will help align the incentives of all players in
the fishing and boating value chain. Additionally, sales tax income naturally adjusts to the
consumer price index and inflation. This could eliminate or reduce the need for sharp license
price increases as seen in 1983, 1996, and 2005, and currently pending before the Legislature.

Impacts of License Price Scenarios

As previously stated, the number of anglers in Pennsylvania has stagnated since 1990. The base
license price has remained fixed at $21.00 since 2005 while the effects of inflation have
pressured PFBC to operate on shoe-string budgets and possibly make sub-optimal decisions. As
show in the figure below, discounting against inflation makes the purchasing power of $21.00
equivalent to $16.24 at the end of 2016. On average, the purchasing power from each license sale
decreased by 2.02% annually.

4 Injuries and fatalities, for example, are also a KPI for PFBC but are not related to revenues.
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Figure 3. Longitudinal changes in purchasing power of licenses

Purchasing Power of the Fishing License

$40.00
$37.18

$35.00 /

e 1923's 51 Production Costs

$30.00 +———

——=\/alue of Fishing License Adjusted for Inflation

$25.00

$20.00

$15.00

$10.00

$0.00

Decisions on license prices must be made with a strategic vision. The last three major price
increases have led to significant decreases in license sales revealing price sensitivity among
Pennsylvania anglers. Therefore, PFBC must decide the agency’s tolerance for angler attrition
versus fee increases.

License price increases are generally controlled by Pennsylvania legislators. At this time PFBC
has proposed bills to gain control of setting license prices and fee structures. The three most
likely scenarios to come from these actions are: 1) legislators maintain control of license pricing
and allow increased prices, 2) legislators maintain control of license pricing and prices are not
increased, and 3) Legislators grant PFBC permission to increase license prices and PFBC
increases prices in 2018.

1) Legislators maintain control of license pricing and increase prices for 2018
Pennsylvania legislators are being asked to increase license prices for 2018 by 30% for
all licenses and 100% for senior lifetime licenses. The following years, fees will increase
3% annually. The Trout/Salmon Permit is also proposed to increase from $8 to $14.
Despite an anticipated drop of 7-10% in license sales, evidence suggests that revenues
will increase. PFBC will need to make decisions on how to best use the funds generated
by the price increase. With a decrease in anglers, demand for stocked fish will also
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decrease. This will theoretically allow for more budget cuts through hatchery reductions.
The best use for the additional funds will need to be determined.

2) Legislators maintain control of license pricing and prices are not increased
If that status quo continues, fishing license prices will remain constant for the 2018
license year. Expenses are likely to increase over 2017 and the agency’s emergency fund
will be used to maintain operations and a somewhat constant level of programing. This
could lead to more severe budget cuts in the years to come and would pressure leadership
to find other means to increase revenues (e.g., increase license sales volume to women).

3) Legislators grant PFBC permission to increase license prices and PFBC increases
license prices in 2018.
If PFBC is granted control of license pricing, it is likely to be a temporary situation. A
three to five-year span with a large initial increase and incremental 3% increases in the
years to follow.

Angler Reactions to Price Increases

Between May 2016 and April 2017, our conversations with anglers, interest groups, biologists,
PFBC personnel, and retailers yielded a perceived lack of price sensitivity for current anglers.
Individuals who identified as anglers and regularly engage in the sport did not report license
prices being enough to prevent license purchases. The evidence, however, suggests that price
increases do lead to a decrease in sales volume.

Evidence related to the impacts of price decreases is equivocal, but two recent instances are
suggestive of what happens when the agency decreases prices. First, PFBC reduced license costs
by $1 in 2015 and saw no significant increase in sales (and this likely resulted in a net loss of
over $467,000 as per a Southwick analysis). Second, in the fall of 2016 we assisted agency
personnel in designing a program that would cut license prices in half during the latter portion of
the annual season. Long term impacts are still not known and may in fact be net positive, but
this large decrease in sales price did not cause a corresponding large increase in late-season sales
volume. Thus, we can suggest that reducing license prices is not an effective means for
increasing revenue to the agency.
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Historical license price increases in 1983, 1996, and 2005 resulted in similar angler loss patterns
as seen in the table below. The percent of anglers lost was adjusted against the previous five-year
sales trend. Senior Lifetime anglers are not included in these sales figures because the purchase
nature of those anglers is extremely different than anglers that need to be retained. Additionally,
the resident annual license is used as the anchor point for pricing.

Table 1. Impacts of License Price Increases on Angler Participation and License Sales Revenue

ease ease 0 e enses So ost Sale Angle Revenue

0 ange
2005 29% 879,137 810,788 68,349 -7.8% +$3,287,826
1996 35% 1,046,324 962,614 83,710 -8.0% +$2,868,752
1983 33% 1,142,808 1,035,649 107,159 -9.4% +$2,519,100

Because the range of price increases is narrow, it is assumed that price sensitivity has a linear
relationship. Based on these three data points, every 10% increase in license price will result in a
loss of 2.57% in total anglers. Based on a polynomial regression of angler totals between 1979
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and 2016, the expected number of anglers in 2018 is 825,274°. This serves as the basis for the
revenue projections for changes in license fees. It is assumed that each license will continue to
generate $5 in revenue from Federal Excise Taxes.

Table 2. Revenue projections for various license price increases

Percent

Federal

: New Change in License . Total Fishing Additional
Price . e Excise Tax
Price Participation Revenue Revenue Revenue

Increase Revenue
0.00% $21.00 0.00% $17,330,755 $4,126,370 $21,457,126 $ -
10.00% $23.10 -2.57% $18,574,462 $ 4,020,446 $22,594,908 $1,137,782
20.00% $25.20 -5.13% $19,729,192 $ 3,914,522 $23,643,714 $ 2,186,588
30.00% $27.30 -7.70% $20,794,946 $ 3,808,598 $24,603,544 $ 3,146,418
50.00% $31.50 -12.84% $22,659,525 $ 3,596,750 $26,256,274 $ 4,799,149
75.00% $36.75 -19.25% $24,489,757 $ 3,331,940 $27,821,697 $ 6,364,571
100.00% $42.00 -25.67% $25,763,888 $ 3,067,130 $28,831,017 $ 7,373,892
132.87% $48.90 -34.11% $26,592,920 $ 2,718,906 $29,311,825 $ 7,854,700

Revenue is maximized at the license price of $48.90, adding $7.8 million for operating activities,
but the total number of anglers is decreased by 34%. However, we would note that the agency
has no historical reference with which to know what actually might happen to purchase rates if
prices are increased by more than 50% in a given year.

The above model illustrates the commitment of Pennsylvania anglers to fishing. While it is
possible for PFBC to optimize revenues with the above information, the agency is committed to
do what’s best for anglers and its many stakeholders. Price increases could make the acquisition
of new, price-sensitive anglers (e.g., those with low disposable income) more difficult and could
ultimately reduce participation to a small core of the most dedicated individuals.

The proposed license and permit fee increases are by our estimates predicted to generate $3.1
million in additional operational revenue for 2018 (Table 3). Incremental increases in license
price will help the agency combat price inflation until 2022. Not noted in this table is additional
revenue from the proposed 80% increase in the Trout/Salmon permit; this is estimated by PFBC
to be $2.8 million per year. PFBC’s estimates for net revenue increases in 2018 if all proposed
fees are increased equals approximately $6.18million.

® This figure includes senior lifetime licenses
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Table 3. Impacts of proposed general license fee increase on participation and revenues.

Average Expected Year-over-
verag Price P License Sales Federal Excise Total Year
License License
Price Increase Sales Revenue Tax Revenue Revenue Revenue
Change
2017 (est) | $23.80 0% 841,743 $20,033,483 $4,208,715 $24,242,198 -
2018 $30.94 30% 761,720 $23,567,605 $3,808,598 $27,376,203 | $3,134,005
2019 $31.87 3% 755,854 $24,087,694 $3,779,268 $27,866,962 | $490,759
2020 $32.82 3% 750,033 $24,619,260 $3,750,164 $28,369,424 | $502,462
2021 $33.81 3% 744,257 $25,162,557 $3,721,284 $28,883,841 | $514,417
2022 $34.82 3% 738,525 $25,717,843 $3,692,626 $29,410,469 | $526,629

We would also note that Pennsylvania fishing license prices are currently similar to neighboring
states. Several of these states, including New Jersey, New York and Michigan, give significant

funding to their fishing and boating agency.

Table 4. General Fishing License Prices for Eastern States

Comparable State Fishing License Prices

Pennsylvania|New Jersey|New York| Virginia |Maryland| Ohio |West Virginia|Michigan| Indiana
General Fishing License | $ 2270 [$ 2250 | $ 25.00 [ $ 23.00 | $ 20.50 | $ 19.00 | $ 19.00 | $ 26.00 | $17.00
Trout Stocking Fee $ 9.70 N/A N/A $ 23.00]|$ 5.00 NA | $ 10.00 N/A | $11.00

For many of the eastern states, the environmental resources vary greatly between states. The
wildlife agencies of some neighboring states have anglers engaged in both saltwater and
freshwater fishing. Managing resources among the Great Lakes states and Canada also
complicates agency programing. Therefore, significant variances in resource characteristics and
cost structures complicate benchmarking across states.

Anglers are still likely to compare the most measurable difference for them; license prices. In
today’s connected world, comparing prices between products is easy and common. There is
likely to be a ripple effect in adjacent states for any state in the region that dramatically change
prices for general licenses.
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[V. Trends Impacting PFBC

The following section discusses some of the major consumer and social trends that we perceive
are impacting the agency. Each of them is briefly described here, but in a latter section of the
report we will provide suggestions on how to mitigate or take advantage of each of the trends.

Readers should consider each of these trends in the context of either an opportunity or a threat.
We distinguished this section of the report from the SWOT analysis to ensure proper emphasis,
but these trends must be considered in a strategic sense given their capability to impact the
agency.

Trend 1. Urbanization

While rural Pennsylvania provides endless miles of waterways, the general population will
continue to move into cities where fewer outdoor recreation opportunities are present (or may be
perceived as unavailable or unappealing). The map below shows that many rural counties in
Pennsylvania are expected to experience population losses between 2017 and 2022. If the casual
angler is unwilling or unable to travel, PFBC will need to provide urban fishing and boating
opportunities if it is to take advantage of population shifts.

A trend that may be hidden inside a more urban population is that traditional outdoor activities
such as fishing are less likely to be considered “cool” or even socially acceptable to urbanites.
Youth are not taught anything about fishing or hunting in school (and fewer will engage in
Scouts, 4-H, etc.) and without a family member who fishes they are very unlikely to pick up the
sport on their own.
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Figure 4. Map of estimated population growth from 2017-22 overlaid with 2016 fishing license
sales by zip code.
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Trend 2. Increased Competition for Recreational Time

A related trend is that nearly all well-established recreational activities are being challenged by
new, niche sports, as well as by nontraditional recreation activities related to electronics, gaming,
etc. Team sports like baseball are seeing declines in youth participation. Major League Baseball,
for example, is anticipating a future lag in attendance as a direct result of this decrease. Fishing
and hunting are currently suffering from these declines in traditional, outdoor recreation
activities. PFBC and its national partners have been proactive in recruiting youth and women to
fishing as a way of reversing this trend but to date have not been effective on a large scale.

Sports and recreation are becoming increasingly segmented to suit the needs and desires of its
participants. Fishing may be no different. Today, anglers can define themselves as native trout
fishermen, kayak anglers, musky anglers, micro-fishing experts and more. Catering to the
specific wants and needs of all angling sub-groups may be an impossible feat for PFBC.
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Trend 3. National Participation Trends in Outdoor Recreation

According to the Outdoor Industry Association, 48.6% of the United States population
participated in at least one outdoor activity in 2016. Across all outdoor activities, there was an
increase in total individuals participating, but the total number of outings decreased. The total
number of outings peaked in 2012 with 12.4 billion and decreased to 11 billion by 2016. For
sporting goods retailers and manufacturers this can lead to less consumption by participants,
especially for established activities like angling.

This trend may in part explain the steadily declining numbers of angler fishing days in
Pennsylvania. Southwick Associates analyzed data to show that Pennsylvania anglers reduced
the number of days fishing from approximately 17,000 in 2001 to around 8,000 in 2011. Over
the same period the number of fishing days per angler dropped from an average of 18 to 9.

Trend 4. Customer Digital Engagement and Social Media

No one can escape buzzwords like big data, disruptive technology, social media influencers, and
analytics. Businesses, non-profits, and the public sector are all competing for the time and
attention of potential customers. The digital space is crowded but a necessary place for
organizations to have a presence. The best marketers are involved in two-way communication
with the public. The one-way messages of traditional advertising are becoming less important
and, in some cases, damaging to brands. The rules of social media are rapidly evolving, which
can create a need to use social media specialists and marketing firms.

Consumers are obviously spending more of their time using “digital devices” and have for better
or worse incorporated those devices into their daily lives. Most people in the younger
generations use their smart phones for tasks ranging from communication to information
gathering to making payments. The organization that ignores these trends does so at its own
peril and we believe this holds for state-level natural resources agencies as well.

Trend 5. Retail Disruption

E-commerce continues to take market share from the brick-and-mortar retailers that PFBC relies
on for license distribution. This trend is directly related to the move of consumers toward e-
purchases instead of buying at an actual store location.

Pennsylvania anglers will want to purchase electronic licenses not only for the convenience, but
may also be forced to find new places to purchase licenses if corporate retail locations
consolidate or disappear from the landscape. In 2016, 6.7% of PFBC fishing license transactions
took place at either Kmart or Gander Mountain stores. Both retailers are closing stores as the
result of bankruptcy filings, which will mean that PFBC anglers will need to adjust their buying
habits. The license purchasing process will need to be constantly refined to adapt to changes in
retail distribution and customer expectations.
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Figure 5. Percent of 2016 PA fishing license transactions by channel

Percent of 2016 Transactions

Corporate
Retailers
17%

Other Licensing

Agents
20%

Top 20
Independent
Retailers
5%

Online & State
Sales
15%

Walmart
43%

® Online & State Sales Top 20 Independent Retailers

H Corporate Retailers Walmart

m Other Licensing Agents

PFBC owns 15% of transactions through direct-to-consumer online sales, regional offices, and
event sales. Diversifying the license distribution process should be a point of emphasis for PFBC
leaders.

Trend 6. Organizational Transparency

Both the public and private sectors are experiencing increased societal pressure to increase
transparency. Consumer demand for clearer knowledge of sourcing practices, environmental
impacts, and social impacts has forced large and small organizations to change how they conduct
business and the amount of information they share.

Here are three possible implications of this trend:

1. More stakeholders are seeking information on conservation of waterways and water resources
in Pennsylvania. This could provide opportunities for the agency to enhance its image as a
protector of the Commonwealth’s natural resources.

2. Another possible outcome is that PFBC stakeholders could, for example, call for license and
permit prices to align with the cost centers they fund. As an example, trout permits currently do
not cover the entire cost of the trout stocking program and a portion of the program is funded by
annual license purchases. If the proposed 80% increase in the Trout/Salmon permit is enacted
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then in 2018 approximately 58% of trout hatchery costs would be borne by permit sales alone.
The 30% of anglers who don’t purchase a trout stamp may believe they are partially funding a
program that provides no benefit to them; this fact could become a point of contention for those
who do not fish for trout. Complete transparency of PFBC operations and finances may not have
been demanded yet by the casual angler or boater, but it is likely to become more of an issue in
the future, especially as the Commission seeks approval for fee increases.

3. Stakeholders such as politicians and Commissioners could feel the need for even more
oversight of the agency and its operations. The Legislative oversight is already a constraining
factor that limits the ability of PFBC leadership to make needed decisions ranging from fish
production to employment.

Trend 7. Increasing popularity of unpowered boating

The fifth annual Special Report on Paddlesports (2015) illustrated the increasing popularity of
human-powered boating as a recreation activity. This is a very positive trend that the agency
should take advantage of. There are several categories of unpowered boats that are rapidly
increasing in popularity and the agency should capture this potential revenue. Of note is that
kayaking and paddleboarding are seeing rapid increases in participation while canoeing has seen
small declines.

Kayak fishing is another rapidly growing segment that should be targeted by PFBC.
KayakFishing magazine did a survey in 2015 that showed kayak anglers are a relatively young,
male-dominated, well-educated and affluent market. They also appear to be more dedicated
anglers in terms of days spent fishing and retention rates.
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V. Managing Expenses

All for-profit businesses must have control over their expenses. State natural resource agencies
are no different and in fact may have even more impetus to control costs given restrictions on
revenue generation. The following section will provide suggestions on how PFBC could reduce
operating expenses.

Cost reduction seems to have become a cultural standard across the agency. All bureaus have
been observed stretching funds, with examples like keeping equipment running as long as
possible. Small processes like customer mailings have been optimized by the Bureau of
Administration with the help of Commonwealth resources. Recent awards received by PFBC
were well earned by the agency and its employees for pursuing operational excellence.

Opportunities for Expense Reduction
We would make three main observations with respect to expense reductions:

1. As noted above, much of the easily-achieved expense reduction opportunities
have already been harvested, which implies that the Agency will be forced to go
after more challenging or “out of the box™ areas to achieve impactful savings.
However, with a significant portion of agency expenditures being dedicated to
fish production, reducing fixed assets and personnel in the hatcheries could yield
significant savings for the agency.

2. External forces serve to constraint the agency’s ability to enact cut-backs that
would reduce expenses.

3. Internal factors such as employee contracts, mandated expenses, and fixed
expenses also constrain leadership’s ability to cut costs.

Reductions in Fish Production

Fish production, specifically cold water species, is dictated by the agency’s previous strategic
plan. The key assumption is that anglers take as many fish as will be produced. This long-
standing belief was likely established in previous generations when angler numbers were
increasing and the agency was growing. With fishing license revenues flattening and expenses
rising, lowering fish production appears to be a necessary step to keep the budget in alignment.

The main cost centers in fish production are fixed assets, personnel, and fish food. In business,
managers make programming decisions based on fixed (plant, property, and overhead) and
variable costs (material costs and personnel). At the PFBC hatcheries, personnel are allocated
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like fixed costs, because their efforts will be reallocated to another program. Savings in fish food
are minimal in comparison to personnel and facility costs.

PFBC will incur hidden expenses when closing a hatchery. For trout specifically, the number of
stocking locations will need to be decreased and the number of stocked fish per location may
decrease. This would decrease transportation costs.

Hatchery closings will impact all stakeholders differently. This is a politically charged topic that
requires buy-in from anglers, sportsman interest groups, agency staff, commissioners, and state
politicians.

Production Planning

Executive Director Arway stated that the current stocking amounts are a result of historic
decisions to lift angler expectations in the state of Pennsylvania. The recreational fishing legacy
created by PFBC is one factor making changes in production difficult for the agency.

Production planning is largely guided by three beliefs held to varying degrees across all
stakeholders. First, is that Pennsylvania anglers will consume the maximum number of fish
stocked. Second, any declines in the biomass stocked by PFBC has a large, negative impact on
angling experience. Lastly, trophy fish are necessary for angler retention.

These beliefs guide the commission to fix production in strategic plans without variance. This
rigidity in production schedules locks a significant portion of the annual PFBC operating budget
into fish production activities.

Due to production being fixed, the Bureau of Fisheries directs the allocation of stocking
programs. It has been stated that Fisheries is becoming more strategic with its allocation models
so that fish are stocked where the people are. After allocations are made, the Bureau of
Hatcheries is responsible for executing the orders by producing the fish and distributing them to
their assigned locations. On the back end, marketing is asked to generate demand through public
relations, advertising, and outreach efforts.



Penn State- PA Fish and Boat Commission Business Analysis 28

Figure 6. PFBC demand planning process
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In manufacturing industries, production is typically variable and is based on optimizing outputs
versus expected demand. Typically, marketing and sales professionals discuss goals before
production is scheduled, then manufacturing determines production amounts and executes the
plans. During this work flow, demand is simultaneously monitored and generated.

For PFBC this suggests that a means for changing production volumes should be the initial
consideration. One method of varying capacity is outsourcing fish production to commercial
hatcheries (or to co-ops) in short-term contracts.

The Bureau of Fisheries is currently constructing stocking models to ensure that stocked fish
have the greatest possible impact for anglers. It is recommended that the Bureau of Outreach,
Education, and Marketing works in conjunction with Fisheries to generate demand at select
locations prior to stocking. Promotional materials include press releases, signage, and owned
advertising channels like the fishandboat.com and the PFBC Facebook page.

Changes in Angler Behavior

A factor that should be considered in production (stocking) planning is how angler behavior has
changed over the past decade. It is apparent that more anglers are practicing “catch and release”
and this has implications for the number of fish that need to be stocked by the agency. If, for
example, a significant number of anglers are releasing fish then the data from the 2008 “trout
survey” report may no longer be accurate for production planning.

It may be the case that the catch and release rates have increased sufficiently that the agency
does not have to stock as many fish since anglers are effectively “stocking” the streams with fish
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released after a catch. If this is true then any agency reductions in trout stocking levels would be
offset by anglers who are releasing fish for others to catch.

Other Expense Reduction Opportunities: Outsourcing

The Agency should take a hard look at its operations and consider all opportunities for
outsourcing. This builds on a recommendation by the Pennsylvania Legislative Budget and
Finance Committee for PFBC’s strategic plan “to focus more narrowly on core agency
functions.”

Below are just a few of the areas that should be considered:

a) Biological services — outsource stream surveys to non-government organizations, etc.

b) Marketing — hire advertising agencies to implement traditional and digital marketing
campaigns

c) Outreach and Education — increase outreach capabilities of boating and angling interest
groups with goal of reducing PFBC staffing needs and growing the number of workshops
available to targeted customer segments

d) Mailings — direct mail has benefits but is expensive; work with other government
agencies to utilize their systems and personnel

e) Fish Production — give more of this to co-ops

f) Fish Stocking — Consider outsourcing stocking truck ownership and associated driver
overhead. Low utilization of stocking trucks makes ownership inefficient.

Outsourcing is commonly used by corporations to reduce expenses and can be an effective
strategy if a partner with appropriate qualifications can be found.

Combine Fish and Boat Funds

Another option under consideration is to combine the agency’s Fish Fund and Boat Fund. This
could save financial and other resources by increasing efficiency and reducing redundancy in
tasks.
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VI. Revenue Generation

The Fish and Boat Commission is a user-funded agency - meaning it receives no Pennsylvania
General Fund tax revenue to support its programs. The Commission operates out of two special
funds, the Fish Fund and the Boat Fund. The principal sources of revenue for the Fish Fund are
fishing licenses and fees (about 66%) and federal funds (about 22%) obtained from taxes on
fishing-related items. For the Boat Fund, boat registration/titling fees, refunds of liquid fuels
taxes on gas used by motorboats and federal aid are the top revenue categories.

Following are examples of ways for the agency to increase revenues. However, the most
important method will be via Marketing and Outreach, which is covered in the next section of
the report.

New Licensing Options

We believe that the agency will have to consider options for new licenses to help bring in
additional revenues. Not only is there a general need for additional revenue, but several sport
fish species do not cover their costs and this contributes to the dire straits in agency finances.

There would seem to be possibilities for increasing revenue from current anglers by segmenting
their activities. States such as Minnesota and Michigan have several licensing categories and
add-on permits, which allow anglers to choose which species they pursue. Examples include:

e The muskellunge (musky) breeding program is a prime example of one that is a candidate
for change. This program consumes many agency resources and there is little apparent
incentive for the agency to continue it. Annual program costs are approaching $1 million
and it caters to a small number of trophy anglers who most certainly do not cover the
costs of this program. Creating a musky stamp would provide additional funds to support
the program and capture revenue from musky anglers in Pennsylvania. Or, the musky
breeding program could be dropped entirely.

e PFBC leaders have also discussed wild trout stamps. This could capture value from
individuals who fish Class A trout streams year-round.

A different option would be for PFBC to do away with trout stamps and roll that cost into the
main license. People in urban areas may not like this since they are less likely to fish for trout
and they would see a big license cost increase with little or no value. Such a change would
require additional marketing efforts to promote the new value-added of the all-in-one license

We also suggest the agency considers introducing a new requirement for buying a “senior
lifetime trout” permit that will help cover the costs of that program.
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A major shortcoming of new license categories is that the customer base does not grow. These
are only tools to capture more value from active anglers. These can be utilized to raise funds in
the short-term, but could have long-term consequences.

Optional Conservation Stamps

Based on conversations with wildlife conservation professionals and monitoring PFBC events,
we see an opportunity for the PFBC to re-brand the agency as a conservation organization.
PFBC is viewed as a sister agency to the Pennsylvania Game Commission in the eyes of some
stakeholders and this has multiple ramifications. We believe it is important for PFBC to maintain
its own identify from PGC; detaching rods from guns, and fish from deer, and positioning the
agency as a conservation organization could create new revenue streams while helping PFBC’s
image. The figure below suggests how the PFBC brand can be repositioned to access new
customers and revenue streams.

Increasing PFBC brand strength is a recommendation dealt with later in this report. It can be
done in conjunction with changing perceptions of PFBC as a major contributor to conservation
as well as creator of recreational opportunities. In doing stream repairs, completing species
inventories, and monitoring water quality, the agency already has plenty of material to change
public perception. This could be used to attract revenue from people outside of the current
angling and boating community. Moreover, if done correctly it could take advantage of the
shifts toward an urbanized population in Pennsylvania while appealing to conservation-minded
individuals who live in large metroplexes.

Such a brand migration (as seen below) would benefit the Save Our Susquehanna campaign. For
real, sustainable success, the agency must sell conservation tags through non-licensing agent
channels. Without a new distribution method, it’s likely that only the current customer base will
be engaged. Going direct to consumers through online sales is likely to be quickest and most
cost-effective way to launch conservation-related products.
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Figure 7. Brand perception map for PA state agencies
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Additional Means of Revenue Generation
1. Revenue from Law Enforcement

We did not dig deeply into prospects for increasing revenues from the agency’s law enforcement
function, but it would appear that there are opportunities for law enforcement to bring in
additional revenues. If, for example, a significant number of boaters and anglers are not
following the rules then perhaps more fines are appropriate. Industrial violators may provide
much greater opportunity for fine-based revenues; policing streams and paying greater attention
to industrial violators could not only increase revenues but also benefit the Commonwealth by
reducing pollution.

2. Consumptive Water Use Fee

To quote the Chesapeake Bay Commission, “Pennsylvania is a water-rich state, blessed with an
abundance of both surface and groundwater” but nearly one-quarter of the state’s river and
stream miles are “impaired”. This means that they are not safe for drinking, fishing, swimming,
or aquatic life.®

6 From the “Water Rich & Water Wise” report by the Chesapeake Bay Commission, Dec. 2016.
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The Fish and Boat Commission plays a key role as stewards of the Commonwealth’s water
resources. We would note that these efforts are generally not reimbursed by the Commonwealth
or those who benefit, directly or indirectly, from quality water resources.

One means under consideration for directing water-related funding to PFBC is a “consumptive
water use fee”. Bills are currently under consideration by the PA House and Senate which would
provide for “registration of extraordinary nonagricultural and nonmunicipal water users” (HB

20) and impose a water resource fee for those users.

We believe that PFBC should receive funding to reimburse it for its efforts to ensure high quality
water resources in Pennsylvania. This funding could come from the General Fund or from
revenues created by a new consumptive water use fee. With nearly six billion gallons of water
being used each day in the Commonwealth, without compensation, there is an opportunity to
generate an estimated $245million dollars annually. This is revenue that is not only needed and
deserved by agencies such as PFBC, but would reimburse Pennsylvania citizens who are
essentially giving away a valuable resource.

3. Capture revenue from unlicensed anglers/boaters

Our anecdotal experience over the past year suggests there are a significant number of persons
who do not purchase the required fishing or boating license. It is unclear whether this is because
people are unaware that they need a license’ or they know the requirements, but are purposefully
breaking the rules. Most likely it is some combination of both, and the low odds of being met by
a WCO in the field likely contribute to the latter.

Regardless, we would suggest that license-based revenues could be increased by a minimum of
5-10% if PFBC could capture a significant percentage of persons who do not purchase a license
as required. This implies that at least $2 million in additional revenue is being “lost” annually by
the agency. This lost revenue is perhaps the most significant pool of potential monies that the
agency should strive to recover.

We believe that changes in on-waterway signage and options to instantly purchase
licenses/permits and use of e-license options should be considered to help solve this issue; these
will be covered more in the latter sections of this report.

4. Mandatory Unpowered Boat Licenses

Current law states that all powered boats used in Pennsylvania must be registered, but
unpowered boats do not unless they utilize Commission or DCNR property. Unpowered boat

7 Our observations and interviews at waterways suggest foreign anglers are much more likely to claim they are
unaware of the need for a license to fish.
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owners wanting to use PFBC or DCNR property have a choice to either register their boats or
purchase a launch permit.

Unpowered registration fees and launch permits currently cost $10 for one year or $18 for two
years.

PFBC analyses from five years ago suggested that the agency could increase revenues by nearly
three-quarters of a million dollars by requiring all unpowered boat owners to either register their
boat(s) or purchase a launch permit. It is noteworthy that the number of unpowered boats used in
Pennsylvania has significantly increased since that time, with as many as 50% more boats in use
today.

We suggest that strong consideration be given to a requirement that all unpowered boat owners
must purchase some form of license or permit. These monies could help fund programs by
PFBC that benefit all boaters (e.g., water rescue and boater education).

5. Sell naming rights

A trend that is gaining traction with non-profits and academic institutions is selling naming rights
for an organization’s assets to some corporate partner. PFBC could try, for instance, to put the
logo of an outdoors retailer on its hatchery trucks. Or, lakes could be “sponsored by” some
corporate partner that would pay a fee to have their name associated with the area.

6. Sell customer data

The Commission has a relatively small amount of data on anglers and boaters, and we are
suggesting that in the future it obtain additional information. If PALS is replaced then the new
system should be designed to capture data that can be used by the agency to better understand its
customers (e.qg., efforts should be made to obtain emails from all license purchasers). The data
might also have significant value to an outdoors retailer or equipment supplier and leadership
should consider options for obtaining value from those data. Qualified sales leads, like the email
address of a current angler, bring an average value of $5 to $25 per email address. Selling
segmented customer lists based on retention rates can also increase the value to retailers and
manufacturers.

7. Reimbursement for Services Provided to other Gov’t Bodies

Our group was impressed by the many public services provided by PFBC, as well as the services
provided to other agencies of the Commonwealth. The challenge for PFBC leadership is that
they are currently not reimbursed for the valuable services provided to other government bodies.

Examples of those bodies include: DCNR, PEMA, PA National Guard, and local Townships.

We believe that PFBC should rightfully receive compensation for services provided to other
units of state and local government. At the least PFBC should be able to recover its direct costs.
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Our suggestion is that leadership work to maximize its ability to receive compensation for
services provided to the other units.

The Need for More Marketing Efforts

In the distant past, agency-related activities and funding increased as a function of increased
societal interest in outdoor recreation, mainly sportfishing and boating. Marketing functions were
not as necessary for growing angler interest - it happened naturally. That natural growth has
stalled and yet there is a need for agencies to defend and grow their revenue streams to offset
increasing costs.

Investments in marketing capabilities will help the agency understand angler needs, allocate
resources, and adapt to the changing demographics in Pennsylvania, all with the ultimate goal of
increasing revenues. The following section will focus specifically on marketing as a function
within the organization and how it can be used to increase revenues while also achieving other
goals.
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VII. Marketing Enhancement

The role of marketing in a traditional sense can be seen as increasing revenues for the
organization. In today’s world, however, marketing must take on additional roles related to key
areas such as image and reputation. The following section details our thoughts and suggestions
on how and why marketing should be used within PFBC.

It should become clear that we believe the marketing function will play a key role in revenue
enhancement for the agency, but also that marketing has traditionally not played a large enough
role in the organization. The marketing and outreach budget will need to be increased in order to
afford more emphasis in these areas, and there should be a concurrent increase in staffing.

Here are two quotes that reflect the enhanced role that we think marketing should play in the
agency:

“Marketing is too important to be left to the marketing department”

David Packard of Hewlett-Packard

“In a truly great organization you can’t tell who's in the marketing department.
Everyone in the organization has to make decisions based on the impact on the
consumer.” Stephen Burnett, Northwestern University

Marketing can be thought of as the business function that identifies customer needs and wants,
and designs and delivers appropriate products, services, and programs to those customers®.
Without a solid marketing function it is very hard for any organization to achieve sales or
revenue goals. It is also important to reinforce that marketing of the product and the
organization are tasks that should be understood and valued by nearly all personnel.

Current Role of Outreach, Education, and Marketing

The Bureau of Outreach, Education, and Marketing has traditionally lead the agency’s mission to
teach Pennsylvania residents about waterways conservation, amphibians, reptiles, and safe
boating practices. PFBC has worked with schools, non-profit organizations, and other state
agencies to bring outdoor education to children and curious adults. This bureau is charged with

8 This discussion of marketing is taken in part from Kotler & Armstrong, Principles of Marketing.
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improving agency communications, increasing demand for PFBC programs, and providing
business intelligence to internal and external stakeholders.

Marketing Strengths and Weaknesses

As stated by PFBC leadership, marketing functions are relatively new to state agencies,
especially in the resource management world, and development of the marketing function has
lagged behind. For Pennsylvania, outreach, education, and marketing efforts became more
important after license sales peaked in the early 1990s. For national and state organizations,
bolstering marketing capabilities has been a steep learning curve with some leaders disputing the
return on investment.

PFBC does not seem to have a comprehensive marketing program and has not historically
dedicated sufficient resources to reach its goals. We will discuss some of the key issues in the
following section, and then provide suggestions toward the end of the report.

Many of these weaknesses are of no fault of PFBC or its staff. They are competencies that take
time to learn, practice, and fully implement. The following discussion is meant to be a guide for
creating a robust set of skills that will improve PFBC’s ability to engage anglers, boaters, and
non-participating stakeholders.

Observed Strengths:

1) Public engagement with special interest groups — Programs like Trout in the Classroom
show PFBC’s ability to work with partners like Trout Unlimited for common goals.

2) Providing fishing classes to the public — Lessons free to female anglers have gained
traction across the state and show indications that similar programs to specific customer
segments can grow participation

3) Abundant educational resources on fishandboat.com — PFBC has expansive digital
materials that allow people to learn about regulations, best practices, safety, conservation,
and several other related topics. Leveraging this information will grow participation.

4) Strong core readership of Angler & Boater magazine — PFBC has constant contact with
its long-time angler base through the magazine. The rich content has kept the readership
base at roughly 14,000.

Observed Weaknesses:

1) Building brand equity for PFBC — The agency needs to take credit for its stewardship of
waterways and benefits to the greater public.

2) Establishment of branding guidelines — Several logos, symbols, and program names exist
in public communication. Rigidly defining the look of PFBC, from logo to text fonts, will
create a consistent image for the agency to use when connecting with the public.
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3) Messaging and storytelling - Build Expectations around Experience, Not Outcomes —
Current communications suggest that fish are the product of PFBC, when stories about
building friendships and reconnecting with nature will get people outside and
participating.

4) Customer engagement in all PFBC communications — The agency has traditionally
transmitted one-way communications with anglers and boaters. Today’s customers expect
to have conversations and interactions with the brands they use.

5) Few email reactivation campaigns — Other state agencies have boosted sales with email
campaigns to recently lapsed anglers. Customers, past and present, should be periodically
reminded to participate in boating and angling.

6) Executing digital marketing tactics — Capturing sales leads, cross-selling and up-selling is
not currently attempted by PFBC through its direct, online sales channel.

7) Generating insights on anglers and non-anglers — Market research reports can inform
decisions and have financial value to retailers and manufacturers. No continuous
reporting on angler and non-angler needs or demographics is conducted by PFBC.

8) Resource Allocation — Marketing and Outreach does not receive sufficient funding.

Suggestions for PFBC’s Marketing Program
The following sections provide an overview of the key areas where we see opportunities for
enhancing the marketing function within the agency.

Better Market Segmentation

Effective marketing starts with understanding and defining the market for the product and
services an organization can provide. In PFBC’s case this includes estimations of revenue
potential in Pennsylvania from fishing and boating activities. The second step is to segment this
market based on measurable factors affecting customer buying behavior. For example, in the
perceptual map previously presented, contribution to conservation of waterways could segment
the market for PFBC into customers who care about conservation and those who don’t.
Demographic variables could segment a market if they lead to significant differences in buying
behavior. As an example, age seems to be one important demographic factor that influences
fishing and boating activities.

Once market segments are identified, targeting of segments w