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	Course Description







	Dear learners! Welcome to the course Tourism and Hospitality Marketing. This course is designed to expose the basic concepts, ideas, and principles of tourism and hospitality marketing. In this module you will learn about tourism and hospitality marketing and it discusses-introductory concepts about marketing for tourism and hospitality industries; the Service characteristics of tourism and hospitality; individual guest behavior and corporate buyer behavior. Understanding types of markets and their buying behavior is a base for market segmentation, targeting and positioning. Similarly, it will be vital to comprehend and manage products-service mix; pricing products; distribution channels and promoting product for tourism and hospitality marketing. Thus, the organization of this module is in such a way that you will develop the basic knowledge and skills required after covering all parts of the course. Finally, you are expected to relate the contents of each sub topic with the real marketing practices in your surroundings or immediate community. Hope you will enjoy the course and wish you succeed in it!!!

	Course Objectives

	After completing this course, students will be able to:
· Understand the role of marketing in tourism and hospitality.
· Figure out tourism and hospitality service systems.
· Explain the strategic tourism and hospitality marketing
· Know how to develop the tourism and hospitality marketing mix
· Understand the basics of individual guest behavior and the respective determinants
· Explain corporate buying behavior 
· Understand ways of effective market segmentation, targeting, and positioning strategies for competitive advantage.
· Apply the knowledge they acquired to the tourism and hospitality industry.

	 Duration 
	This course comprises 144 student learning hours (4 months) which include 48 lecture hours, 24 hours for collaborative learning, 16 hours for professional practice (term papers), 48 hours for home based study, 5 hours for presentation and 3 hours for assessment.  

	 Delivery
	This course will be delivered through gap lecture, group discussion and doing group assignment using 1 to 5 collaborative learning networking, presentation, brainstorming, reading assignments.

	Target group
	[bookmark: _GoBack]2nd year Marketing Management students

	Requirement of the course
	Core/compulsory/

	 Assessment




	Each specific unit may have special and different assessment techniques. Generally, this course will have:
1. Quizzes/Short test 30% 
1. Group assignments and presentation 10%
1. Individual assignments and presentation 10%
1. Final examination 50%
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After completing this chapter, students should be able to:
· Provide proper definition of tourism and hospitality marketing
· Identify the various macro environmental forces shaping the tourism industry worldwide.
· Understand hospitality marketing plan
· Explain the elements of hospitality marketing mix
· Identify the key operational marketing strategies used during the implementation stage
[bookmark: _Toc343019490][bookmark: _Toc15990397]Chapter Introduction
In the first unit of this module, we will discuss the fundamental concepts of tourism and hospitality marketing. The discussion will move on starting from providing the definitions of tourism and hospitality marketing, explaining some of the important terms related to hospitality marketing plan. We will also try to thoroughly discuss the various elements of hospitality marketing mix marketers will apply. Included in this chapter also are different strategies marketers pursue to implement the marketing approach.
	Activity 1.1

	How do you define and understand the term tourism and hospitality marketing?


	
[bookmark: _Toc15990398]1.1. Marketing in Tourism and Hospitality
Marketing must be understood in the sense of satisfying customer needs. If the marketer understands customer needs; develops products that provide superior customer value; and prices, distributes, and promotes them effectively, these products will sell easily. Here is the definition of marketing: Marketing is the process by which companies create value for customers and build strong customer relationships in order to capture value from the customers in return.
Marketing also has been defined as ‘the process of planning and executing the conception, pricing, promotion, and distribution of ideas, goods, and services to create exchanges that satisfy individual (customer) and organizational objectives. The marketing concept is a business philosophy that defines marketing as a process intended to find, satisfy, and retain customers while the business makes a profit. Central to both these definitions is the role of the customer and the customer’s relationship to the product, whether that product is goods, a service, or an idea. The tourism and hospitality sector, like other service sectors, involves a combination of tangible and intangible products. A hotel is a mixture of goods (beds, food, telephone, and communication systems) that are linked with a range of services (front desk, housekeeping, room service, finance, and accounting).  A tourist attraction such as a national park is a combination of facilities (hotels, shops, visitor centers) situated within a physical attraction (the mountains, forests, or rivers, for example), offering a range of services (guided tours, interpretation, education, etc.).  This whole package of tangible and intangible products is perceived by the tourist as an experience, and represents the core of the tourism product.
In the hotel industry, marketing and sales are often thought to be the same, and no wonder: The sales department is one of the most visible in the hotel. Sales managers provide prospective clients with tours and entertain them in the hotel’s food and beverage outlets. Thus the sales function is highly visible, whereas most of the non-promotional areas of the marketing function take place behind closed doors. In the restaurant industry, many people confuse marketing with advertising and sales promotion. It is not uncommon to hear restaurant managers say that they “do not believe in marketing” when they actually mean that they are disappointed with the impact of their advertising. In reality, selling and advertising are only two marketing functions and often not the most important. Advertising and sales are components of the promotional element of the marketing mix. Other marketing mix elements include product, price, and distribution. Marketing also includes
research, information systems, and planning.
The four-P framework calls on marketing professionals to decide on the product and its characteristics, set the price, decide how to distribute their product, and choose methods for promoting their product. For example, McDonald’s has a fast-food product. It uses quality ingredients and developed products that it can sell at prices people expect to pay for fast food. Most people will not spend more than 15 minutes to travel to a McDonald’s restaurant. As part of its distribution plan, McDonald’s must have restaurants that are conveniently located to its target market. Finally, McDonald’s appeals to different market segments and have many units throughout a city. This allows McDonald’s to make effective use of mass media, such as television. The marketing mix must be just that—a mix of ingredients to create an effective product/service package for the target market.
If marketers do a good job of identifying consumer needs, developing a good product, and pricing, distributing, and promoting it effectively, the result will be attractive products and satisfied customers. Peter Drucker, a leading management thinker, put marketing in this way: “The aim of marketing is to make selling superfluous. The aim is to know and understand customers so well that the product or service fits them and sells itself.”
This does not mean that selling and promotion are unimportant, but rather that they are part of a larger marketing mix, a set of marketing tools that work together to produce satisfied customers. The only way selling and promoting will be effective is if we first define our target market, understand their wants, and then prepare an easily accessible and available value package.
[bookmark: _Toc15990399]1.1.1. International Marketing
International marketing is defined as ‘the business activities designed to plan, price, promote and direct the flow of a company’s goods and services to consumers in more than one country for profit (Cateora and Graham, 2005). The important difference between this  definition  and  the  one  given  earlier  is  that  international  marketing  activities  take place in more than one country. The uniqueness of foreign marketing comes from the range of unfamiliar problems and the variety of strategies necessary to cope with different levels of uncertainty encountered in foreign markets.  
Figure 1.1 illustrates the environment of an international marketer. The inner circle depicts the domestic controllable elements that constitute a marketer’s decision area, such as product, price, promotion, distribution and research decisions. The second circle encompasses those environmental elements at home that have some effect on foreign operation decisions, and the outer circles represent the elements of the foreign environment for each of the foreign markets in which the marketer operates. As the outer circles illustrate, every foreign market in which the company operates can present separate problems involving certain uncontrollable elements. Examples of uncontrollable include political instability, economic climate, cultural problems, and the level of technology. To adjust and adapt a marketing program to foreign markets, marketers must be able to interpret effectively the influence and impact of each of the uncontrollable elements on the marketing plan for each foreign market in which they hope to do business. 
[image: ]
Figure 1.1: The international marketing task.
Key obstacles facing international marketers are not limited to environmental issues. Just as important are difficulties associated with the marketer’s own self-reference criteria (SRC) and ethnocentrism. SRC is an unconscious reference to one’s own cultural values, experiences, and knowledge as a basis for decisions. Closely connected is ethnocentrism, which is the notion that one’s own culture or company knows best how to do things. Both limit the international marketer’s ability to understand and adapt to differences prevalent in foreign markets. A global awareness and sensitivity are the solutions to these problems. In recent years, Americans have been accused of ethnocentrism, and this has led to the country developing a poor image overseas. This in turn has adversely affected tourism to the country. 
[bookmark: _Toc15990400]1.1.2. Understanding the market place and customer needs
As a first step, marketers need to understand customer needs and wants and the marketplace within which they operate. We now examine five core customer and marketplace concepts: (1) needs, wants, and demands; (2) marketing offerings (tangible products, services, and experiences); (3) value and satisfaction; (4) exchanges and relationships and (5) markets.
1. Customer needs, wants and demands
Needs The most basic concept underlying marketing is that of human needs. A human need is a state of felt deprivation. Included are the basic physical needs for food, clothing, warmth, and safety, as well as social needs for belonging, affection, fun, and relaxation. There are esteem needs for prestige, recognition, and fame, and individual needs for knowledge and self-expression. These needs were not invented by marketers, but they are part of the human makeup.
Wants human wants are the form human needs take as they are shaped by culture and individual personality. Wants are how people communicate their needs. A hungry person in Papua New Guinea needs food but wants taro, rice, yams, and pork. A hungry person in the United States needs food but wants a hamburger, French fries, and a Coke. Wants are described in terms of objectives that will satisfy needs. As a society evolves, the wants of its members expand. As people are exposed to more objectives that arouse their interest and desire, producers try to provide more want-satisfying products and services. Restaurants were once able to serve generic white wine by the glass. Today, customers are more sophisticated; restaurants now serve several varieties of white wine by the glass. Today’s restaurant customers want and expect a good selection of wine.
The $725 billion U.S. restaurant industry is facing a dramatic shift in the way customers purchase meals. The National Restaurant Association research shows that about one-third of consumers say that purchasing restaurant takeout are an essential part of their lifestyle. In addition, nearly half (46 percent) of adults—and 61 percent of millennials—say an important factor in choosing a table service restaurant is the availability of takeout or delivery options. Many customers want the restaurant to prepare the meal, but they want to eat it in their own home.
Many sellers often confuse wants with needs. A manufacturer of drill bits may think that customers need a drill bit, but what the customer really needs is a hole. These sellers suffer from “marketing myopia.”15 They are so taken with their products that they focus only on existing wants and lose sight of underlying customer needs. They forget that a physical product is only a tool to solve a consumer problem. These sellers get into trouble if a new product comes along that serves the need better or cheaper. The customer will then have the same need but want the new product.
Demands People have almost unlimited wants, but limited resources. They choose products that produce the most satisfaction for their money. When backed by buying power, wants become demands.
Outstanding marketing organizations go to great lengths to learn about and understand their customer’s needs, wants, and demands. They conduct customer research. Smart companies also have employees at all levels— including top management—stay close to customers. For example, at Southwest Airlines, all senior executives handle bags, check in passengers, and serve as flight attendants once a quarter. All Disney World managers spend one week per year on the front line—taking tickets, selling popcorn, or loading
and unloading rides. Understanding customer needs, wants, and demands in detail provides important input for designing marketing strategies. The city of Santa Fe, New Mexico, has a beautiful and historic opera house, but only a small percentage of the population participated in operas. As Catherine Zacher, former president of Santa Fe Economic Development, Inc., said, “Most Americans don’t enjoy being yelled at in Italian.” However, they did want other forms of entertainment. When the opera house was made available for a variety of musical concerts, the demand created for this contemporary entertainment sold all available seats.
2. Market offerings: Tangible products, services and experiences
Consumer needs and wants are fulfilled through a market offering: a product that is some combination of tangible, services, information, or experiential product components. We often associate the word product with a tangible product or one that has physical properties (e.g., the hotel room or the steak we receive in a restaurant). In the hospitality industry, the intangible products, including customer service and experiences, are more important than the tangible products. Managers of resorts realize that their guests will be leaving with memories of their stay. They try to create experiences that will generate pleasant memories. At a Ritz-Carlton resort every evening at sunset managers set up chairs on the beach, hires a cellist to play relaxing music, and serve champagne to guests. They realize
this event not only creates value for the guest, but it is also an experience that will create a lasting memory of their stay. Marriott provides dolphin safaris at its Newport Beach property and a water rafting trip at its Utah property. Marriott uses the resources of the destination to create guest experiences that the guest remembers for a lifetime. 
A market offering includes much more than just physical goods or services. Consumers decide which events to experience, which tourist destinations to visit, which hotels to stay in, and which restaurants to patronize. To the consumer these are all products.
3. Customer Value and Satisfaction
Customer value is the difference between the benefits that the customer gains from owning and/or using a product and the costs of obtaining the product. Costs can be both monetary and nonmonetary. One of the biggest nonmonetary costs for hospitality customers is time. New electronic forms of registration through smartphones will make the hotel registration redundant. One of the challenges for hotel managers will be to replace the welcoming reception guests received from front desk clerks with another form of welcoming, perhaps through a lobby ambassador. Domino’s Pizza saves the customer time and provides convenience by delivering pizza. Limited-service hotels provide value to the overnight traveler by offering a free continental breakfast. One of the biggest challenges for management is to increase the value of its product for its target market. To do this, managers must know their customers and understand what creates value for them. This is an ongoing process, as customers and competition change over time.
Customer expectations are based on past buying experiences, the opinions of friends, and market information. If we meet customer expectations, they are satisfied. Marketers must be careful to set the right level of expectations. If they set expectations too low, they may satisfy those who buy but fail to attract new customers. If they raise expectations too high, buyers will be disappointed.
In the hospitality industry it is easy to set high expectations because guests will not be able to judge the product until after they have consumed it. For example, an owner can advertise that his or her restaurant serves the best seafood in the city. If this is not true, many customers will leave dissatisfied; the experience did not meet their expectations. However, if one sets expectations too low, there will be no customer demand. We would not want to advertise that we are an average seafood restaurant. We must understand how we create value for our market and communicate that to our customers and potential customers. For example, we might specialize in fresh locally caught seafood. Customer satisfaction depends on a product’s perceived performance in delivering value relative to a buyer’s expectations. Smart companies aim to delight customers by promising only what they can deliver and then delivering more than they promise.
4. Exchanges and Relationships
Marketing occurs when people decide to satisfy needs and wants through exchange. Exchange is the act of obtaining a desired object from someone by offering something in return. Marketing consists of actions taken to build and maintain desirable exchange relationships with target markets. Beyond simply attracting new customers and creating transactions, the goal is to retain customers and grow their business with the company. Marketers want to build strong relationships by consistently delivering superior customer value.


5. Markets
The concept of transactions leads to the concept of a market. A market is a set of actual and potential buyers of a product. These buyers share a particular need or want that can be satisfied through exchange relationships. Marketing means managing markets to bring about profitable customer relationships. However, creating these relationships takes work. Sellers must search for buyers, identify their needs, design good market offerings, set prices for them, promote them, and deliver them. Activities such as product development, research, communication, distribution, pricing, and service are core marketing activities.
[bookmark: _Toc15990401]1.1.3. Importance of Marketing
As we have seen, the hospitality industry is one of the world’s major industries. In the United States, it is the second-largest employer. In more than half of the 50 states, it is the largest industry. In this module, I focus on the hospitality and travel industries.
Marketing has assumed an increasingly important role in the restaurant sector of the hospitality industry. Marketing today in many ways is the same as it was 20 years ago. We must understand our customers and develop a service delivery system to deliver a product they want at a price they will view as being fair. And do all this while still making a profit. In other ways marketing is ever changing and is changing very rapidly. Social media has given the customer a powerful voice; dashboards track comments customers are making about our product on social media; millennials are replacing baby boomers as the most important travel segment, and their wants are very different than the boomers.
The hotel industry is undergoing a consolidation, with companies such as Accor, Hilton, and Starwood buying hotel chains and operating different brands under one organization. The marketing expertise of these large firms has created a competitive marketing environment. While the director of marketing is a full-time marketer, everyone else must be a part-time marketer. All managers must understand marketing. By applying the principles of marketing to your job search, you will be able to enhance your career opportunities and hopefully end up in a job that you will love.

	Activity 1.2

	Get hold of a hard copy of an annual report of a hospitality organization or try to access the company’s annual report via its website. Based on the report, would you say the organization has made an effort to change its business to fit the environment?


[bookmark: _Toc15990402]1.1.4. Tourism Marketing
Evolution  of  the  concept  of  Tourism  marketing  can  be associated  with  the  various business and social changes which have occurred since the introduction of industrialization. Industrialization had brought about the need for holiday and travel even in its early stages as the workers felt the need for temporary rest and relaxation after long hours of work.  The marketing mix-the 4 Ps, target audience, segmentation, objectives and evaluations, these and other terms are all used in the process of "marketing." In tourism and tourism related industries, success means understanding this process.
Tourism is a powerful economic force providing employment, foreign exchange, income and tax revenue. The tourism market reflects the demands of consumers for a very wide range of travel and hospitality products, and it is widely claimed that this total market is now being serviced by the world’s largest industry. Players in this industry are increasingly operating in a global environment, where people, places and countries are increasingly interdependent. 
The globalization of tourism has cultural, political and economic dimensions. Cultural globalization is characterized by cultural homogenization as Western consumption and lifestyle patterns spread throughout the world, a process facilitated by the flow of travelers from the West to the developing world. Travel also enhances friendships between peoples and facilitates cultural exchange. Political globalization involves the undermining of the roles and  importance  of  nation  states  as  borders  are  opened  up  to  free  trade  and  investment. Economic globalization has both positive and negative effects. On the one hand, it could be argued that a key aspect of economic globalization has been the increasing power in the hands of a small number of travel organizations, leading to oligopolistic control in the industry. On the other hand, tourism brings with it economic rewards and opportunities for host communities in particular, which benefit from foreign exchange and enhanced livelihood options.  
Marketing is a subject of vital concern in tourism because it is the principal management influence that can be brought to bear on the size and behavior of this major global market. Figure 1.2 shows the vital linkages between demand and supply in tourism, which is fundamental to an understanding of the role of marketing. The figure shows the relationship between market demand, generated in areas of origin, and product supply, mainly at visitor destinations. In particular, the model shows how the main sectors of the tourism industry –travel organizers, destination organizations, transportation, various product suppliers – combine to manage visitors’ demands through a range of marketing influences. 
The marketing mix is in the center of the diagram. However, it is important to note that the influence of this marketing activity is likely to vary according to visitors’ interests and circumstances. For example, domestic visitors’ travelling by car to stay with friends or relatives may not be influenced by destination marketing in anyway, whereas first-time buyers of package tours to exotic destinations may find that almost every aspect of their trip is influenced by the marketing decisions of the tour operator they choose. In between these two examples, a business traveler will select his or her own destination according to business requirements, but may be influenced as to which airline or hotel he or she selects.
[image: ]Figure 1.2: The systematic links between demand and supply: the influence of marketing.
Knowledge of the customer, and all that it implies for management decisions, is generally referred to as consumer or marketing orientation. A detailed understanding of consumer characteristics and buying behavior is central to the activities of marketing managers.
[bookmark: _Toc15990403]1.1.5. Hospitality Marketing	
Hospitality marketing is unique because it deals with the tangible product, like a bed in the hotel or food in the restaurant, but it also deals with the intangible aspects of the hospitality and tourism industry. It is about the experience in a trip and social status it brings eating in a fine-dining restaurant. Hospitality marketing is very critical in the success of any hospitality and tourism product, organization and tourist destination. Proper marketing effort promotes a product or service that fills the needs and wants of the consumers and at the same time, bring profits to the organization or country that features it. 
Hospitality marketing is a distinct specialization that promotes leading hospitality services and industries such as motels, bars, clubs, resorts, restaurants and luxury hotels.
Hospitality marketing is a relatively new concept compared to other marketing plans that have been established and widely used for promotional products and major retail companies. For many years, hotels, spas, and restaurants were primarily satisfied with their business if they had high occupancy rates, paying customers and a busy establishment. Today’s hospitality industry is highly competitive and booming with new venues competing to be at the top of the list. The hospitality businesses want to win the hearts of certain demographics, as well as attract specific crowds and clientele.
What Does A Hospitality Marketing Plan Involve?
Hospitality marketing has some similarities to general marketing strategies when it comes to the strategy involved, except it involves five components. These five components include:
1. What is the product and service? (If the product and/or service are being described, what words would be used, and what is its main purpose?)
2. What does it look like to its consumers? (This describes the “look and feel” of the service and/or product.) For example, a spa service might look as though it exists for the sole purpose of relaxation and rejuvenation. It may appear tranquil, serene and somewhat like an escape.
3. How is it communicated to the audience you are trying to reach? (Is the service and/or product communicated by means of promotional advertisements, online discounts, or email marketing campaigns?)
4. What is the actual price of the product and/or service?
5. How are the product and/or service distributed to the public? (How will your audience find the service and/or product? Will it be offered through the internet or web page? Will it be presented in print and media sources, or will it be offered to the public through a physical location?)
To be successful, hospitality-related companies should know who to target for their set product or service and how to get the word out about their services. This focus and exposure will attract customers and help the companies establish valued reputations.
	Activity 1.3

	1. Visit two restaurants in the same class, such as two fast food restaurants or two casual restaurants. Observe the cleanliness of the restaurants, in-house signage, and other physical features. Then order a menu item and observe the service and the quality of the food. Write up your observations, and then state which restaurant you feel is more customers oriented. Explain why.


[bookmark: _Toc15990404]1.2. Hospitality Marketing Mix
This topic defines what marketing mix is and it explains the core components of the marketing mix concept in the hospitality industry.   
In  essence,  marketing  mix  is  a  combination  of  elements  that  require  a company’s attention when bringing a product or service to the market. For instance, we  will  need  to  consider  the  types  of  promotional  efforts  that  are  effective  for  our newly  introduced  spa  services  in  the  hotel. In this example, decisions about our promotional  efforts  are  one  important  element  of  the  marketing  mix  strategies. Apart  from  promotion,  what  would  you  consider  to  be  important  when  addressing strategies for the hotel’s spa services?    Yes, you may also want to price the services carefully so that you are not over or undercharging the customers, and we refer to such pricing decisions as the price mix strategies.  
[bookmark: _Toc15990405]1.2.1. Expanding 4 Ps to 8 Ps in the Marketing Mix
Traditionally, companies need to formulate their strategies around the following marketing mix:
1. Product mix; 
2. Price mix; 
3. Place mix; and 
4. Promotion mix. 
We  also  call  these  the  4Ps  (the  “P”  refers  to  the  first  syllable  of  each  word). Essentially, addressing the marketing mix is synonymous to making decisions about selling the right product/ service (product mix) at the right price (price mix) in the  right  location  (place  mix)  using  the  right  promotional  tools  and  messages (promotion  mix).  The four Ps were developed initially for the marketing of retail goods like cars and shoes, at the time when our economy was fueled predominantly by manufacturing industries. The traditional 4Ps are considered adequate when we are trying to market a specific, tangible product - something that the consumers can touch and feel, and take home with after they purchase it. However, as the bulk of our GDP now comes from the service industries, such as the hotel, restaurant, banking, financial institutions and airlines, where the products offered are mostly intangible, marketing  them  becomes  difficult  if  we  only  rely  on  the  traditional  4Ps  in  the marketing mix.  
For this reason, there is a need to expand the 4 Ps to what is now the 8 Ps. This is to accommodate the unique characteristics of the service industry.  Thus,  marketing  mix  for  the  service  industry  like  hospitality  and  travel  are expanded  to  include  the  additional  4Ps: People,  Packaging,  Programming,  and Partnership. The 8Ps framework (Figure1.3) calls upon marketing professionals to decide on the product and its characteristics, set the price, decide how to distribute their  product,  and  choose  methods  for  promoting  their  product.  They also need to consider people (employees and customers) who are involved in the service delivery process, how to package the product and service, and what kind of programming to offer to  the  customers,  and  who  you  would  like  to  partner  with  to  generate  more  sales (Table 1).  
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Figure1.3: The hospitality marketing mix
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Table 1.1: The 8 Ps in hospitality marketing mix
Example: Let us illustrate 8 Ps by using an example of the food service industry. Café de Coral is the largest local grown fast-food chain in Hong Kong. The company claims to use premium ingredients in their food product and quality control so it can sell at affordable prices. There are 120  restaurants  around  Hong  Kong,  so  most  people  can  dine  in  the  Café  de  Coral outlets  that  are  convenient  located  (Place).  Through all these restaurants, over 300,000 customers (People) are served daily.  As the company puts it in their campaign advertisement: “To serve you better, you can almost find a Café de Coral branch in any busy district all over the territory: from crowded commercial district and shopping malls to well-populated estates. You can get our best food and service no matter when or where you want it”
(http://www.cafedecoralfastfood.com/eng/company/company03.jsp).
The company regularly launches Promotional campaigns to feature new food items/themes, e.g. Chinese hot pot, Korean theme, etc. The company also does a good job in packaging the outlet, from the design, decor, to tables and chairs, food display, to give the overall impression of value for price, and away from a standard fast food outlet. Café de Coral using Programming technique by promoting "Club 100" where customers  can  enjoy  non-stop  marvelous  rewards  provided  by  the  "Bonus  Point" Program. Café de Coral also has a limited-time Partnership agreement with the customers that  if  you  ride  it  10  times  consecutively  in  a  week,  you  would  be  entitled  to  a complimentary breakfast at its outlets. From this example, you can see that marketing mix is a combination of key ingredients to create an effective product/service package to reach its target market.
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We will discuss each of the 8 Ps in the marketing mix in the following section. We will  spend  more  spaces  to  examine  the  first  P,  Product  because  this  is  the  most important element in the mix: you will need a product or service that fills the needs and wants of the consumers. Without it, the rest of the marketing mix would not be able to carry their functions effectively.                         
First P: Product 
In the manufacturing industry, once a product is made in the factory and shipped to the retail shop, there is always not much of contact between the customers and the manufacturer after that.  However,  in  the  hospitality  industry,  it  is  not  so  clear  cut. We  involve  customers  in  the  process  of  service  delivery  and  sales  transaction.  For instance, we make the food when the customers waiting in line at the McDonald’s ring up the sales and they take away their food to find seats.   
Customers to fast food outlets like McDonald’s is expecting a meal that is consistent in  its  quality,  fast  service,  clean  environment  and  affordable.  Essentially, this is an example  of  a  food  service  company  offers  customers  a  combination  of  product, service and facilities to its target customers to fulfill their needs and wants.       
Customers have different expectations with products and services in different settings (i.e. Place, Packaging, Programming, People, etc.). For instance, consider these two scenarios: 1) Selling a cup of milk tea in a local diner for $7 to a construction worker on his tea break or a housewife on her way to the market versus 2) Selling a cup of Earl Grey tea in the Peninsula Hotel lobby for $40 to a Japanese tourist. Both set of customers in the two different settings of food outlets would consider they are getting what their money worth.   
The construction worker quenches his thirst and gets a boost with the caffeine and do not expect too much from the atmosphere of the diner for that price. On the other hand, the  Japanese  tourist  gets  what  he  pay  for  the  tea  (Product)  plus  the  pleasant experience of “to see and to be seen”. The doorman, the fleet of Rolls Royce outside, the hotel ambience (Packaging) and the live band (Programming) in the lobby make his visit very memorable.  
All products have tangible and intangible aspects. The tangible part of the product is the physical object that you can touch and feel and take it with you, such as buying a pair of shoes from a department store or a plasma TV. When you buy a car, you are getting the tangible part of product, the car.  So you look for the product features primarily. But you may also look or go for certain brand because of its good after-sale service aspect as an add-on (or peripheral) feature. So a reputable car manufacturer, like BMW or Porsche, is known to provide good service to its car owners.   
 However, in the service industry like hospitality and tourism, what we offer in terms of product is largely intangible. In fact, in the hospitality industry, our products are mainly in the form of services, which make the product of the industry quite unique as compares to other industries. This is the experience and service that you have paid for, for example, taking a vacation trip to Europe. Once the trip is over, you are unable to take the product away except the pleasant experience that lingers on. This is the same when you go to a fancy restaurant in the IFC (International Finance Centre) Mall or having high tea in the Peninsula lobby, you are not only buying the meal (Product) but also  experience,  the  ambience,  decor  and  the  service  that  are  provided  by  the restaurant.   
 In the discussion of the concept of Product, we will also differentiate the core product from  the  supporting  product  and  facilitating  product;  examine  brand  name  as  a guarantee  of  product  and  service  quality  and  image;  and  point  out  that  analogy  of product to human beings that it also goes through different stages of the product life cycle.       
The core product, supporting product & facilitating product – As core product is really what customer is getting, supporting product is extra products to offer the add value to the core product itself and to help to differentiate it from the competitors. Facilitating products are the goods or services that must be present for the guest to use the core product. To put it in another way, not only that we sell a core product like the computers,  but  in  the  hospitality  industry,  we  also  feature  supporting  product  and facilitating product.   
In  fact,  customers  come  to  us  for  an  expectation  of  a  wonderful  experience  that combines all these elements. For example, Starbucks’ core product is selling coffee that  will  satisfy  the  consumer’s  need  for  a  beverage  with  caffeine.  The facilitating product  of  a  Starbucks  will  be  the  convenient  locations  which  make  it  easy  for consumers  to  buy  their  coffee.  In this case, Starbucks is mainly available at CBD (Central Business District) areas. This is where its major target client, the white collars, works as compares to some other suburban districts.  The supporting product for Starbucks will be providing free magazines, newspapers and the Wi-Fi system for its customers to access the Internet using personal laptop computers or mobile phones.
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Table 1.2: Different target markets have different product/service/ needs


Brand Name as a Guarantee of Product and Service Quality and Image 	
When we talk about the concept of product, we must mention the term, brand. In the service industry like the hospitality where the product we offer is largely make up of intangible elements, brands are especially important in a marketing mix. Customers rely on the brands of the product and service to give them a clue of the consistency in quality. Brands are defined as unique elements which can be identified easily with a product and set the product apart from the other competitors.   
 Branding is considered as a product characteristic because the brand is used to attract the awareness of the product in the consumer’s mind.  Nowadays, brands have become increasingly important for a company’s marketing strategy, mostly because having a well-known brand tends to create brand identity.  Many  hospitality  companies  are  easily  recognized  by  the  brand  name  for their products and services.       
A hamburger purchased in McDonalds’ at Beijing supposedly to taste the same if you buy it in Johannesburg, South Africa.  In the hotel industry, we have brands like Marriott, Shangri-la, Inter Continental, Sheraton, Hilton; each creates a different image in the travelers’ mind. Often, different companies have different target markets. Consumers of these brands have different expectations of the products and services the companies offer. For example, people who choose McDonald’s are mainly looking for quick meal and economical price.  Their expectation would be different if they patronize a fine dining French restaurant like Caprice in Four Seasons Hotel.             
Product Life-Cycle 		
Another  key  concept  that  we  would  like  to  introduce  is  the  concept  of  product life-cycle,  because  this  will  also  have  impact  on  how  we  put  together  the  right marketing  mix.  Let  us  visualize  that  a  product  is  like  human  being  that  also  has  a life-cycle.  In  other  words,  every  product  or  service  goes  through  various  stages  of product  life-cycle  from  the  time  it  is  conceived,  developed  and  introduced  to  the market.   
During the product lifetime, it requires different marketing mix in terms of strategies and tactics. For example, when a hotel enters a decline stage of the product life-cycle, normally  there  will  be  major  renovations  for  the  hotel  and  also  by  adding  new facilities to the hotel to regain the popularity and bring a new growth stage. Some fast food  chains  may  be  able  to  stay  in the  mature  stage  for  a  very  long  time.  This is because every couple months they introduce new products to their menu, change store design, and innovative marketing strategies in order to maintain their popularity.   
For instance, Maxims and Café de Coral are successful in coming up with new food campaigns every several weeks to spark the interest in consumers to try. For example, Café de Coral latest menu promotion offers are Summer Cool drink and sizzling New Zealand Sirloin Steak. As it becomes a popular item, when the market is saturated the sales slows down and eventually people not interested in it anymore and the product ceased to exist. 
Let us take a look at each of the five stages of product life-cycle: product development, introduction, growth, maturity, and decline, as shown in Figure 1.4 and Table-3.   
[image: ]Figure 1.4: Product life cycle
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Table 1.3: Different stages of product life cycle
	Activity 1.4

	Go online and find a hospitality company: a hotel, a restaurant, or a travel agency. Think about the company’s target market and its brand image that it sets out to create. Does the company emphasize its brand image? Why or why not? The company is currently at which stage of the product life cycle? What are your recommendations for the company to enhance its product image?


Second P: Place 
After  the  Product,  Place  is  another  important  aspect  in  the  marketing  distribution channel. Once a product is made and is available for sale to consumers, ‘where to sell’ becomes a critical decision. Imagine this: You may have the best product in the world, but nobody can access to the remote Place where the product is sold, you still would not have any transaction.  Thus, Place is where an organization selects to place its product  and  service  so  that  its  target  consumers can  easily  get  hold  of  it.  In the hospitality and tourism industries, one would often hear the expression of “location, location, location” which is critical to the business’s success. Take a guess: Where is the most expensive rental for a shop in Addis Ababa? You guess it! It is a small shop in Causeway. The owner pays a premium-plus rental monthly because it locates in the intersection of a street with a very heavy pedestrian traffic. After paying the high rental cost, he still makes a good profit  because  of  the  businesses  that  brings  in  by  this  superb  location.  
The decision on the Product and Service to sell determines the location that you select. For example, you would only find Four Seasons Hotels and Resorts in major gateway cities around the world. Why? This is because only these cities can afford enough rich clientele  that  appreciate  its  product  and  services  and  willing  to  pay  the  premium. Similarly,  for  a  restaurant  that  locates  in  a  prime  “A”  location  is  definitely  attracts more foot traffic than a “B” location on a side street.   
 On the other hand, there are also times that location determines the product or service that you would offer. Hotels built as center city hotel, resort hotel, airport hotel or a motel along the highway are pretty much determined by the locations that they are on. This in turn dictates the type of clientele that these hotels will attract. 
 There  are  many  factors  to  consider  when  we  determine  the  right  location  for  our hotels, restaurants or theme parks. These factors include, accessibility, traffic pattern, supporting infrastructure establishments (e.g. Hospitals, schools, office buildings, residential and etc.) in the  vicinity,  demographics  and  income  distribution  of  the people  living  in  the  area.  If  you  choose  to  put  your  restaurant  next  to  an  office building, a factory, a hospital or even a school, you are guaranteed to have businesses from these establishments. We also need to consider number of direct competitors in the radius where you want to draw your customers. For example, picture an exotic resort  locates  at  a  remote  area  where  there  is  no  good  infrastructure  to  support  it. People cannot get to it easily, surely it will not be as crowded as it wishes to attract. 
Moreover,  location  does  not  mean  that  it  has  to  be  stationary  and  permanent. We need to remember that a good location at the time when you open for business may not be a good location for ever. You must constantly monitor trends in the town planning to keep track of any changes that may affect you. Take the example of Regal Hotel at the old Kai Tak Airport. Built across the old airport, the hotel was established to target to the tourists that used the airport and did a good business then. As soon the new airport at Chek Lap Kok opened in 1997 and the old airport at Kai Tak stopped operation, Regal Hotel has lost its competitive advantage and is forced to change its target market to survive.  
	Activity 1.5

	In Ethiopia most of the five star hotels such as Sheraton and Hilton are found only in Addis Ababa, what do you think is the reason? 


Third P: Promotion   
 Now that we have the product that the consumers want and good location to sell it, we need to consider the third P in the Marketing Mix: Promotion. A company has a good product is not enough; it will not generate any sales unless the consumers are aware of the product’s existence and also can access to the product. This is where Promotion comes to play its part.  Promotion  helps  to  get  the  message  of  the  product  out  so consumers are aware of it and want to purchase it.   
There are many promotion tools that you can consider to market your product. These tools include: Advertising, sales promotion and merchandising, personal selling, and public relations (you will discuss these promotion tools in chapter five).    Each of the tools has its functions, cost and disadvantages. Hospitality organizations can consider these tools to match their product nature, the brand image and the stage of life cycle.  
	Activity 1.6

	Tourism and hospitality companies often run advertising, sales promotion and public relations efforts at the same time. Can their efforts be separated? Discuss how a company might evaluate the effectiveness of each element in this case.


Fourth P: Price 
How much do you want to sell your product and service? Or put it another way: how much should you charge that you think your customer would pay and yet you still make a profit? Price is the monetary value that you charge to cover the cost of the product  plus  the  other  costs  associated  with  the  product,  such  as  labor  cost, promotional  cost,  etc.,  plus  a  profit.  The decision on pricing would make or break your business. Consider this: If your price cannot even cover the cost to produce it, you will operate in a loss and eventually go out of business. On the other hand, if the price you charge is so high that it may drive you out of the market.   
Price  also  conveys  the  message  to  the  consumers  that  indicates  the  price-quality relationship: The higher the price, the better the quality. You also pay for the brand name rather than just the product itself. There are some companies that choose to mark up their product slightly than the cost in order to go for the volume in sales. For example, consider a $200 hotel room per night versus staying in a hotel room that charges $2000. What is the difference of expectations for the customer who pays for the $200 hotel versus the one who pays $2000 a night? Often times, customers are willing to pay premium for a product that they perceive to be of good value. The closer the price to value relationship, consumers are more likely to be satisfied and likely to have return purchase. For example, a Valentine’s Special for a romantic dinner at a five-star hotel’s restaurant is often fully booked even though the price is several times higher than in regular time. 
Pricing Methods: How much to charge for a product or service is an art and a science. It is a science because you can charge the price based on the cost calculation and mark up accordingly. It is an art because the price is more than the cost of the product, it is a combination  of  company  philosophy’s  on  its  image,  competition  and  customer demand which determine what the market would bear. You can consider using any of the several pricing methods in Table 4.   
[image: ]
[image: ]

[image: ][image: ]



[image: ]
Table 1.4: Different pricing methods
To  find  the  optimum  pricing  for  your  product  or  service  is  not  an  easy  task.  In addition to the material cost and other costs that associated with it, you must find a price level that the market would bear.  In other words, pricing will depend on the competition and also the supply and demand situation of the market.   
	Activity 1.7

	Please give your own explanation for price.




Fifth P: People 	
 Picture this: With the right product, superb location and a price that is right for the target market, an effective promotional tool to reach the market with the right message, customers are at your door to buy your product or services that you have to offer. This is a scenario every merchant and company would like to see. Here comes the moment of truth. Customers come with their expectations of the product and services. How their  expectations  are  met,  whether  customers  enjoy  their  visit,  have  a  good experience and vow to return to your property will entirely depend on one thing: your employees. We all know that hospitality industry is a people business, where service is provided by employees within the organization to their customers. People in the hospitality marketing mix means employees as well as customers.   
In the tourism and hospitality sectors, employees must do two things: 
1. Provide good product to customers such as: meal, room, airline seat, holiday package, rental car and etc. 
2. Provide good service of a standardized service quality. 
The  quality  of  the  product  is  very  important  but  the  quality  of  service  is  equally important. For 5-star hotels, Grand Hyatt Hotel and InterContinental Hotel may have similar hardware in terms of facilities (fancy lobby and elegant ballroom, swimming pool and spa, diverse food outlets, etc.), however, what makes it different between the two hotels may lie in the personalized service that its people deliver.
Nowadays companies consider People to be its human capital, rather than a cost. For this reason, a company has to commit to training of employees and develop them professionally. Employees come from a diverse background so the company needs to provide standardized operating procedure to ensure consistency delivery of product and service every time. The company also needs to provide a comfortable working environment for their employees to learn and grow. 
People in the hospitality industry also mean customers. In the service industry, customers are partial employees where they are part of the service delivery system.  Just like employees, they come with different family, educational and religious background, and even nationality. They have different expectations and the company’ job is to manage that expectation and make sure customers are satisfied with the products and services.   
Front-line employees give customers first impression of the company.  If customers are happy, they will tell their friends by word of mouth, but if they are not happy with their experience, they also would not mind to repeat the unpleasant incident with their friends. Thus, there is a need to ensure the service encounter between the two parties (employees and customers) meets the company standard. For example, to ensure good service, a telephone operator must answer his phone within three rings.                     
Sixth P: Packaging 
Packaging “epitomizes a marketing orientation.  It results from finding out what people  need  and  want  and  then  assembling  various  services  and  facilities  to  match these needs. It is the combination of related and complementary hospitality service into a single-price offering” (Morrison, 2002,). To provide good product and services is a must; however, good packaging is equally important, so it will appeal to consumers’ needs and wants.  The  elegant  design  of  a  box  of  Godiva  or  Agnes  b chocolate denotes high quality and luxurious status that consumers are willing to pay premium price to enjoy themselves or as gifts.   
Similarly, the blue color of the Tiffany’s jewelry box becomes its signature color and consumers around the world associate it with high quality, brand, status and willing to pay for high price. Japanese are known for their aesthetic packaging of food products. Customers not only find the food taste good but also pleasing to the eyes.     
For  service  industry  like  hospitality  and  tourism,  where  we  offer  products  that  are largely  intangible,  packaging  is  also  seen  as  overall  presentation.  We need tangible items to give consumers a sense of the quality for the intangible service that we offer. In other words, tangiblize the intangible, so to speak. Travelers equate the sharp and neatly  pressed  uniform  that  flight  attendants  wear  and  their  smile  the  feeling  of  a pleasant journey.   
 A mint left in the pillow by the room attendant after the turn-down service is also a reminder of the personalized service a 5-star hotel provides.  A hotel chain in the United  States,  Doubletree  would  give  their  customers,  upon  check-out  a  bag  of home-made chocolate chip cookies to take home, to remind them of the pleasant stay they  have  in  the  hotel.  The packaging gives consumers an indication of quality standard and reduces the uncertainty that is associated with purchasing product and service that are mostly intangible, that you cannot touch or feel.                   
 Good packaging entices customer’s desire to purchase.  However, in the hospitality and tourism industry, a customer’s total experience of the product and service that you offer would not be complete if there is no good programming. 
Seventh P: Programming 
Your family just booked a cruise ship for a family reunion. You will be spending 7 days in a ship.  What is your expectation with this type of travel?  Non-stop food offerings,  clean  cabins,  swimming  pool  and  yes,  lots  of  programming  on  the  ship. Programming  in  a  cruise  journey  is  very  critical  because  the  guests  are  basically captive audience while on abroad between ports of call. The seventh P, Programming deals  with  the  development  of  special  function  activities,  events,  or  programs  that stimulates customer spending or give added value to a package or other hospitality service as an incentive.   
If Packaging entices a tourist to visit a destination, then Programming provides him a pleasant experience and makes him wants to stay longer or even return for the second time. To boost sales, there are many packages that one can develop and offer. For example, Star Cruises offers the cruise ride to the guests and also offering them live entertainment such as musical shows and magic shows as their packaging and programming techniques.   
 Similarly,  in  promoting  Hong  Kong  as  a  tourist  destination,  Hong  Kong  Tourism Board  works  hard  to  offer  different  activities,  parades,  events  and  festivals  to  give tourists a reason to visit all year round. Some programs are suitable for tourists who only  has  one  day  to  spare,  some  with  longer  period  of  time.  Some activities and attractions  may  be  suitable  for  tourists  that  are  interested  in  cultural  heritage  or eco-tourism, while the other may go for golfing, hiking or other recreational sports. Shopping  malls  in  Hong  Kong  attract  a  bigger  crowd  with  theme  programming  to celebrate Christmas, New Year and major festivals like Valentine’s Day, Easter, etc. In Asia, many people go to the Philippine for snorkeling activities or riding elephants in Thailand.     
Eighth P: Partnership 
What  is  partnership  and  why  is  it  important  as  part  of  the  marketing  mix? Partnership  is  cooperative  promotions  and  marketing  efforts  by  two  or  more hospitality companies to enhance sales of their products. Again, this is important in the  service  industry  because  of  the  mostly  intangible  nature  of  its  businesses.  By partnership with other tangible products or with companies with proven reputation of good quality, it would reduce the perceived uncertainty by customers and they would be more willing to try your offering. Often times, it is one company forms a closer relationship with its operator-customer, in order to increase the profit and awareness.   
In airlines industry, partnership can be seen in the form of loyalty or frequent flyer program. To encourage travelers to fly more often with their companies, this type of program allows travelers to accumulate their air mileage.  Eventually they can use these mileages to redeem a free ticket or receive free gifts. To be attractive to travelers and share operating costs among companies, a group of airlines join partnership in the program. United Airline has its own frequent flyer program for its loyal customers while it also belongs to the Star Alliance Program.  Its counterparts, Asia Miles are popular among Asian travelers.  Some Asia Miles members include: Cathay Pacific Airways, Finn air, British Airways, Dragon Air and etc. Star Alliance members include: Air Canada, Thai Airways, Air China, Lufthansa and so on. These are examples of such  program  where  different  airlines  join  partnership  in  one  program  so  they  stay competitive. Moreover, many hotels form partnership with airlines in their frequent flyer program. If you become a member for the Asia Miles, a loyalty program where Dragon Air and other Asian airlines belong to, you may also earn mileage if you stay in designated hotels.  You  can  also  earn  airline  mileage  each  time  you  use  certain credit cards to pay for your purchases. Essentially, you want your customers to feel that you are offering them more value for their money, or give them more reasons to purchase your product or services.   
As you can see, each component or P in the marketing mix has its functions and is equally important to the overall success of bringing your product and service to the market.  Marketing  Mix  is  about  a  series  of  critical  questions  you  have  to  consider regarding your product and services. These include: Choosing what to sell (Product and  services),  where  to  sell  it  (Place),  how  to  tell  customers  about  your  product (Promotion),  how  to  sell  it  (Packaging),  how  much  you  would  sell  it  for  (Price), who  will  sell  it  for  you  and  who  your  target  customers  are (People),  what  kind  of activities  you  will  offer  associated  with  your  product  (Programming),  and  finally, who  you  would  invite  to  be  your  business  partners  to  create  more  value  for  your customers (Partnership). 
[bookmark: _Toc15990407]1.2.3. The Importance of the Hospitality Marketing Mix
When opening up any kind of business that provides services, the marketing mix will be an important part of that process. However, the hospitality industry has its own mix called the ‘the hospitality marketing mix’.  What many businesses don’t realize is how important planning and forecasting is.  Businesses don’t just go bankrupt for no reason. To achieve success in marketing a hospitality operation, a manager must closely examine and understand all of the components of the marketing mix.
“Many hospitality operations fail because they are not able to combine the elements of the marketing mix into effective marketing programs, or they fail to implement them properly”. So in conclusion, all these components for the hospitality marketing mix are very important. They can either make or break you!
	Activity 1.8

	Select a company in the hospitality and tourism industry: e.g. hotel, restaurant, airline, cruise line, theme park, convention center, tourist agency, tourist destination, etc. Trace the company and discuss the 8 Ps of the Marketing Mix used by this company. You may have to use different sources, company website, company annual report, newspaper or other form of advertisement, newspaper articles, etc. to piece the information together.
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After undertaking the situational analysis and identifying potential opportunities, threats, strengths, and weaknesses, operational strategies are used by marketing managers to implement actions that will move an organization from its current position to where it wants to be. Such strategies allow the organization to match its products and services to the relevant target markets, to the goals of sustainable tourism, and to allocate resources to generate consumer demand for such products. Translating sustainable tourism development goals and objectives into marketing terms is a major undertaking that will affect the entire organization. This involves determining any modifications that should be made to the organization’s existing marketing activities and processes in order to ensure that day-to-day activities are performed in a manner consistent with sustainable tourism objectives. 
The key operational marketing strategies used during the implementation stage include: 
· Target market strategy
· Product strategy
· Competitive strategy
·  Market strategy
· Positioning strategy. 
The principles of sustainable tourism can be incorporated into each of these strategies in order to influence consumer behavior to being more sustainable.  
[bookmark: _Toc15990409]1.3.1. Target Market Strategy
Effective forms of visitor management commence by targeting appropriate and desirable market segments that exhibit characteristics compatible with the goals of sustainable tourism. According to Middleton and Hawkins (1998), two guiding principles of sustainability should drive any marketing initiatives aimed at changing the existing practices of an organization or overall destination, in order to incorporate more sustainable tourism practices in the day-to-day operation. These guiding principles relate to the need to: 
· Understand the nature of market segments at any given destination and target those that maximize environmental benefits and minimize environmental damage (including physical, social, and cultural environments)
· Develop specific management techniques to achieve the optimum sustainable balance of segments at the destination. These must respond to the known behavior patterns of the particular segments that visit specific destinations for particular purposes at specific times. 
Marketing activities should consider customers’ needs regarding sustainability. This will require changes to the organization’s market research efforts. This feedback can affect the way products are designed, produced, packaged, marketed, and promoted. In some cases new markets may be added or existing markets redefined (IISD, 1994).
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The essence of marketing is to design a product to fit the market. A product strategy is “concerned with the offering of different products and services to satisfy market needs” (Lewis et al. 1995). Research suggests that there is a growing demand for quality tourism products that are sensitive to their surrounding cultural and physical environments. Therefore, product strategies should be directed at developing more sustainable tourism products that cater for this demand. 
As many sectors of the travel and tourism industry are faced with increasing competition it will become necessary for firms to develop products that are differentiated from their competitors’ offerings. One way to do this is to identify the unique attributes of the local environment in which they operate and capitalize on them in a way that maximizes benefits for the local area without degrading the physical, social, and, cultural environments. 
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In developing a competitive strategy the firm chooses its competition including when and where it will compete. Based on objective situational analysis of where it is now, where it wants to be and how it can get there. In order to succeed, it is important to find a market where there is clear advantage and matching the product strengths with the chosen market (Lewis et al. 1995). 
In choosing where to compete, tourism firms should adopt a long-term view. There are numerous examples of firms that have opted for a short-term view, focusing on attracting the maximum number of visitors and associated expenditure in the shortest period of time. Such a short-term outlook has resulted in many firms contributing to the degradation of the attractions at the destination that appealed to tourists in the first place leading to a decline in tourist visitation and revenue in the long term. Such an outlook is incompatible with sustainable tourism operations. 
Porter (1980) suggested that firms compete using one of three generic strategies: cost leadership, differentiation, and focus or niche marketing. In marketing for sustainable tourism, firms need to consider how each of these strategies might impact upon the achievement of sustainable tourism objectives. 
Cost leadership 
Cost leadership is a strategy commonly used by tourism firms aimed at reducing operating costs and in turn product prices in an attempt to increase the volume of tourist visitation. To ensure that such a strategy is consistent with the sustainable tourism objectives of the business, managers should consider how their pricing strategy will impact not only on tourist demand for their products but also on the environments at the destination. Issues for consideration here include: 
· The volume of tourist flow that is deemed appropriate 
· The types of tourists being attracted 
· The activities undertaken by such tourists&
· The compatibility of these factors with the goals of the local community. 
A strategy to be a cost leader involves reducing operational costs through the identification of suitable suppliers, which offer competitive prices, so that such savings can be passed on to the consumer. Therefore, it is important that a firm’s procurement procedures adhere to the overall sustainable tourism objectives of the business. As such, suppliers with sustainable tourism objectives of their own should be chosen over suppliers that demonstrate little concern for sustainable tourism. 
Differentiation 
Differentiation means differentiating a product or service from those of other firms in the entire potential market (Lewis et al. 1995). If a business can distinguish its product or service from that of its competitors, then it is assumed that the customer will perceive greater utility, better price/value, or better problem solution in the firm’s product, and this will result in increased demand for the product. 
Tourism firms can differentiate their product by offering a sustainable alternative to existing products on the market. Differentiation may be through attributes of the product itself such as environmentally friendly features, or through advertising and promotion, which emphasizes the benefits of using sustainable alternatives.
Focus/niche marketing 
This strategy involves a business seeking out a unique market niche so as to avoid confrontation with other large competitors. Here the firm dedicates itself to serving one tourist market or focusing on one specific tourist activity so as to reduce the amount of overall direct competition. Ongoing market research can allude to emerging sustainable tourism markets and associated needs and demands upon which individual firms can choose to focus their marketing efforts so as to create new products. 
[bookmark: _Toc15990412]1.3.4. Market Strategy
Market strategy is concerned with reaching the market with the product. This can be done by taking the product to the market or by getting the market to the product. A market strategy is important because if a business cannot reach the desired market then even the best product and most well-defined strategy will fail (Lewis et al. 1995). 
Taking the product to the market 
Incorporating sustainable tourism principles into this strategy would involve using the distribution system to take the sustainable tourism product to the market. Once appropriate markets have been identified, this strategy involves making the new more sustainable tourism products more accessible for these markets and, as such, location is an important factor here. It may involve a business forming new cooperative relationships with travel intermediaries to distribute the new products. 
In developing countries, in particular, tour operators are a powerful influence over the type of tourist attracted, when they visit and the activities they undertake. Therefore it is important that the objectives of these tour operators are in accordance with the sustainable tourism objectives of the business. 
This strategy may also involve using new or different types of distribution channels such as the Internet, which involves a reduced level of resource consumption and enables the business to be accessible to a greater number of potential tourists irrespective of where they are located. 
Getting the market to the product 
This strategy involves marketers choosing appropriate tools from the promotional mix to reach potential tourist markets with relevant images, messages and information about sustainable tourism product alternatives. Increasingly this will involve taking advantage of new technologies such as the Internet,  to  increase  the  awareness  of  potential  tourists  of  new  sustainable tourism  products,  allowing  them  to  make  online  reservations,  and  to disseminate pre-trip information aimed at educating potential tourists about the benefits of choosing a more sustainable tourism product.
[bookmark: _Toc15990413]1.3.5. Positioning Strategy
Positioning is the act of designing the company’s offer and image so that it occupies a distinct and valued place in the target customer’s minds (Kotler, Ang, Leong, Tan, 1996). 
It involves the company deciding how many differences and which differences to promote to the target customers. 
Many of the demand patterns in tourism reflect the unsustainable lifestyles of industrialized consumer societies. The over consumption of resources by tourists and tourism infrastructure is incompatible with sustainable tourism development. 
Tourists often lack information and awareness about their impact in a different culture and environment, about their impacts on socio-economic and socio-cultural development and about the environmental costs of tourism. Firms are often unaware of inappropriate behavior and have little guidance on how to improve them. This is where tourism marketers have a role to play in increasing awareness of sustainable tourism principles. The mass media are increasingly influential on travel decisions and consumer behavior in the destination region. Consumer behavior can and must be influenced by addressing unsustainable forms of tourism, and promoting tourism activities and behavior that is sensitive to the principles of sustainable development. Marketing managers can assist this process by creating tourist awareness of responsible behavior and promoting examples of best practice in this area. 
Buyers tend to remember “number one‟ messages or positions, such as “best quality‟, “best service‟, and “lowest price‟. At a time when there is increasing consumer concern for the environment firms can also position themselves in the minds of their target customers by emphasizing “best environmental practice‟. If a tourism firm continues to reinforce this position and convincingly delivers on it, it will probably be best known and recalled for this strength.
	Activity 1.9

	Discuss the role of the above five strategies in achieving sustainable tourism development in practice.


[bookmark: _Toc343019497][bookmark: _Toc15990414]Chapter Summary
· In today’s rapidly changing business environment, it is imperative that businesses remain alert to emerging market trends and change their business practices accordingly, if they are to remain competitive. As tourists are becoming more educated and increasingly sophisticated in their consumption patterns and as they demand better quality tourism products and experiences, travel and tourism firms will need to respond with more creative marketing strategies based on better quality products and more informative and accurate advertising messages. Those firms that are proactive in responding to this demand for quality tourism products will be more competitive than those firms that are reactive and only respond to environmental concerns when faced with regulatory pressure.
· Destination marketing organizations and individual travel and tourism firms can capitalize on this new wave of sophisticated travelers by formulating marketing strategies that are in accordance with the sustainable tourism goals of the destination in which they operate.
· The key players in the tourism industry are private and non-profit sector services, public sector services, suppliers (transportation, accommodation, food and beverage services, attractions, events and conferences, and sport and adventure tourism), intermediaries, and the customers (tourist/travelers) themselves.
· The expanded marketing mix for hospitality includes the traditional four Ps – product, price, place, and promotion – as well as the more recently added people, packaging, programming and partnership.
· By implementing marketing strategies that take into account the issue of sustainability; companies can maximize their ability to remain competitive in the global market place. At the same time they can ensure that the integrity of the social, cultural, and physical environments of the destination in which they operate is maintained.

	[bookmark: _Toc236581782][bookmark: _Toc343019597]Self-Check points
[bookmark: _Toc338861809][bookmark: _Toc339477115][bookmark: _Toc339566642][bookmark: _Toc343019598]This is the end of the first chapter. Now it is time to test out whether you have grasped the basic concepts and issues discussed in this chapter. Hence, try to reflect on the following points and if you have a “No” answer for any of these points, you have to go back and thoroughly study the relevant section(s) further until you are acquainted with the subject matter.

	Now, are you able to …?
	Yes
	No

	Define tourism and hospitality marketing?
	
	

	Explain international marketing tasks?
	
	

	Differentiate between travel organizers and destination organizations?
	
	

	Explain 8Ps of hospitality marketing mix?
	
	

	Understand the meanings of people, packaging, programming and partnership?
	
	

	Explain new product development and product lifecycle stages? 
	
	

	Understand nature and characteristics of five strategies used to implement the marketing approach?
	
	



[bookmark: _Toc15990415]Chapter review questions

1. Discuss why you should study tourism and hospitality marketing?
2. There are common misconceptions about marketing as a business function, such as that marketing is (1) about making money, (2) just about advertising, and (3) about making people believe something is better. Based on the discussions in this chapter, how would you correct such misconceptions?
3. Many managers view the purpose of business as making a profit, whereas some view the purpose as being able to create and maintain a customer. Explain how these alternative viewpoints could affect a company’s interactions with its customers. If a manager views the purpose as being able to create and maintain a customer, does this
mean that the manager is not concerned with profits?
4. Value is one of the main keywords in marketing. How do you think value is offered in the areas of hospitality and tourism?
5. What are the key challenges facing the global tourism and hospitality industry today? Which of these are controllable and which are uncontrollable?
6. Choose a destination in the world that has a negative image for you. Why is the destination’s image negative for you? What factors have created this image?
7. Think of a travel and tourism firm that you are familiar with. Discuss how each of the 8Ps in this business might be impacting on the achievement of the sustainable tourism goals of the destination in which the firm operates.
8. Identify the key stakeholders that a marketing manager of a 5 star hotel in Ethiopia would need to consult with when developing an appropriate marketing strategy. Why is it important for the marketing manager to liaise with these stakeholder groups?
9. Explain why it is important that the marketing manager of this five star hotel conducts an external environmental analysis when developing a master strategy?
10. Explain why “People‟, “packaging”, “programming” and “partnership” are important additions to the traditional 4Ps when aiming to achieve the goals of tourism and hospitality marketing.
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[bookmark: _Toc15990418]Tourism and Hospitality Service Systems
[bookmark: _Toc343019584][bookmark: _Toc15990419]Chapter Objectives

	After completing this chapter students should be able to:
· Define service culture
· Tell apart different characteristics of services 
· List out challenges of service characteristics in tourism and  hospitality  marketing
· Set out many solutions on how to reduce the effect of service characteristics on tourism and hospitality marketing
· Explain different managing strategies for service firms
· Distinguish the difference between the two most important models in managing service businesses
· Identify key players in  a global tourism industry


[bookmark: _Toc343019585]
[bookmark: _Toc15990420]Chapter Introduction
Dear students, this chapter discuss what we mean by tourism and hospitality service. Service strategy is a critical element of tourism and hospitality marketing. Hence it deals with the nature and characteristics of service and marketing strategies for hospitality industries. The chapter also focuses on managing the service quality by using different models. 
[bookmark: _Toc15990421]2.1 Definition of Service
In economics, a service is an intangible commodity. That is, services are an example of intangible economic goods. Service provision is often an economic activity where the buyer does not generally, except by exclusive contract, obtain exclusive ownership of the thing purchased. The benefits of such a service, if priced, are held to be self-evident in the buyer's willingness to pay for it. Public services are those that society (nation state, fiscal union, regional) as a whole pays for, through taxes and other means. By composing and orchestrating the appropriate level of resources, skill, ingenuity, and experience for effecting specific benefits for service consumers, service providers participate in an economy without the restrictions of carrying inventory (stock) or the need to concern themselves with bulky raw materials. On the other hand, their investment in expertise does require consistent service marketing and upgrading in the face of competition.
The generic clear-cut and complete, concise and consistent definition of the service term reads as follows:  
A service is a set of one time consumable and perishable benefits delivered from the accountable service provider, mostly in close co action with his/her  internal and external service suppliers, effectuated by distinct functions of technical systems and by distinct activities of individuals, respectively, commissioned according to the needs of his/her service consumers by the service customer from the accountable service provider, rendered individually to an authorized service consumer at his/her dedicated trigger, and, finally, consumed and utilized by the triggering service consumer for executing his/her upcoming business activity or private activity.

2.2. [bookmark: _Toc15990422]Service Culture
	Activity 2.1
How do you define service culture?  How organizations can be successful with service culture? Can two or more organization have exactly the same service culture?
_______________________________________________________________________ 



One of the most important tasks of a hospitality business is to develop the service side of the business, specifically, a strong service culture. Service culture is a system of values and beliefs in an organization that reinforces the idea that providing the customer with quality service is the principal concern of the business. The service culture focuses on serving and satisfying the customer. It has to start with top management and flow down. 
An organization should hire employees with a customer service attitude, and then it works with employees to instill the concept of service. The outcome of these efforts is employees who provide service to the customers. In well-run services, employees are taught to own the customer’s request. For example, a guest requesting towels from the front desk is not just transferred to housekeeping. The request is taken by the employee at the front desk. He
or she will then call housekeeping. But that is not the end of his or her involvement. He or she will check back with housekeeping in 10 minutes to make sure the towels were delivered. If they were, he or she will call the guest to make sure the guest got the towels and ask if there is anything else he or she can do for the guest. A service culture lets the employees know they are expected to deliver service to the guest and provides employees with the tools and support they need to deliver good service.
A service culture empowers employees to solve customer problems. It is supported by a reward system based on customer satisfaction. The service culture is different for each organization. No two or more organizations operate in the same manner, have the same focus, or provide management that accomplishes the same results. Among other things, a culture includes the value, beliefs, norms, rituals and practices of a group or organization. Any policy, procedure, action, or inaction on the part of your organization contributes to the service culture. 
Other elements may be specific to your organization or industry. Thus, you can play in communicating your service culture to your customers. Culture also encompasses your products and services, and the physical appearance of the organization’s facility, equipment, or any other aspects of the organization with which the customer comes into contact. 
An organization’s service culture is made up of many facets, each of which affects the customer and helps to determine the success or failure of customer service initiatives. Look at the following elements of a service culture which define a successful organization.
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Figure 2.1: Elements of service culture in successful business organizations
Service philosophy; is the direction or vision an organization has that supports day-to-day interactions with the customer. 
For example, Mekelle University has its own mission that mainly focuses on academic qualification and is expressed in terms of the real interaction in between teaching-learning process. This interaction results in customer satisfaction as well employee satisfaction.   Employee roles and expectations- the specific communications or measures that indicate what is expected of employees in customer interactions and that define how employee service performance will be evaluated. 
Delivery system- the way an organization delivers its products and services.
Policies and procedures- are the guidelines that establish how assortment of situations or transactions will be handled.
Management support- is the availability of management to answer questions and assist frontline employees in customer interactions when necessary 
Motivation and rewards- is monetary rewards, material items or feedback that prompts employees to continue to deliver service and perform at a high level of effectiveness and efficiency.
For instance, Mekelle University rewards its employees by providing and facilitating chances to conduct further education both outside the country and inside the country that enables employees to upgrade their performance that results in providing quality services effectively and efficiently. 
Training- instruction or information provided through a variety of technique that teach knowledge or skills or attempt to influence employee attitude toward excellent service delivery. In this regard again if you take AKU, it provides on job and off job training on how to apply different teaching -learning methodologies that enables the customers (students) to perform better. 
Product and services- the type and quality of products and services also contribute to the organizational culture.
	Activity 2.2
1. How a service culture can affect an organization in hospitality marketing?
__________________________________________________________________ .
2. Do you think that all hospitality organizations have all the elements of a service culture? Provide enough reason for your answer.
___________________________________________________________________.



Service delivery
The delivery of a service typically involves six factors:
· The accountable service provider and his service suppliers (e.g. the people)
Take a practical example in a haircut service, to provide the service as shown in the figure below it needs people who is responsible to supply the service.
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The snapshot above shows the people who are expected to exist to provide a haircut service
· Equipment used to provide the service (e.g. vehicles, cash registers, technical systems, computer systems).
While providing services based on the nature and type of the service the existence/absence of different types of equipment can affect the provision of the service both negatively and positively. Look at the following snapshots.
[image: C:\Users\Vostro\Desktop\hair-dryer-in-salon.jpg][image: C:\Users\Vostro\Desktop\salon-styling-equipment.jpg]
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As shown in the above snapshot these equipment and other equipment are important factors to supply the beauty salon service.
· The physical facilities (e.g. buildings, parking, waiting rooms)
· The requesting service consumer
· Other customers at the service delivery location
· Customer contact
[bookmark: _Toc15990423]2.3. Characteristics of Service Marketing
The tourism and hospitality sector incorporates both goods and services. Goods are easier to measure, test, and evaluate, while services provide a greater challenge. Service products are commonly distinguished from goods products by the four unique characteristics. Thus, service marketers must be concerned with the four characteristics of services: intangibility, inseparability, variability, and perish ability
I. Intangibility 
Unlike physical products, intangible products cannot be seen, tasted, felt, heard, or smelled before they are purchased. Hospitality and travel industry products are experiential only, and we do not know the quality of the product until after we have experienced it. A restaurant customer will not know how good the meal is until after he or she has consumed it. Likewise, a family planning a vacation will not know if the destination for their vacation and the choice of their resort was a good one until they have had their vacation experience.
One implication of experiential products is that we take away only the memories of our experiences. Marriott Vacation Clubs International realizes this and has made a deliberate effort to create memorable guest experiences. Marriott realizes that a white-water rafting trip can create memories that a family visiting their Mountainside Resort in Utah will talk about for years. The fun the family experienced while white-water rafting, along with their other experiences at the resort, will make them want to return. As a result, the staffs at the Mountainside Resort know they must promote the activities of the destination as well as the resort. Other resorts create memories. It might be champagne and music on the beach at
sunset or the special and unexpected attention that an employee provides for a guest. The goal is to create experiences that result in positive experiences.
Because guests will not know the service they will receive until after they receive it, service marketers should take steps to provide their prospective customers with evidence that will help them evaluate the service. This process is called providing tangible evidence. Promotional material, employees’ appearance, and the service firm’s physical environment all help tangibilize service. Hospitality companies today include virtual tours and pictures on their Web site. They also take advantage of Facebook, Instagram, and other social media to share photos and videos. 
A banquet salesperson for a fine restaurant can make the product tangible by taking pastry samples on morning sales calls. This creates goodwill and provides the prospective client with some knowledge about the restaurant’s food quality. The salesperson might also bring a photo album showing photographs of banquet setups, plate presentations for different entrees, and testimonial letters from past clients. For persons having a dinner as part of their wedding reception, some hotels prepare the meal for the bride’s family before the wedding day. Thus the bride actually gets to experience the food before the reception so there are no surprises.
The salesperson may be the prospective customer’s first contact with the hotel or restaurant. A salesperson who is well groomed and dressed appropriately and who answers questions in a prompt, professional manner can do a great deal to help the customer develop a positive image of the hotel. Uniforms also provide tangible evidence of the experience. The uniforms worn by front-desk staff of the Hotel Nikko San Francisco are professional and provide tangible evidence that the guest is walking into a four-diamond hotel.
Everything about a hospitality company communicates something. The wrappers put on drinking glasses in the guest rooms serve the purpose of letting the guest know that the glasses have been cleaned. The fold in the toilet paper in the bathroom lets the guest know the bathroom has been tidied.
Physical evidence
Physical evidence that is not managed properly can hurt a business. Negative messages communicated by poorly managed physical evidence include signs that continue to advertise a holiday special two weeks after the holiday has passed, signs with missing letters or burned-out lights, parking lots and grounds that are unkempt and full of trash, and employees in dirty uniforms at messy workstations. Such signs send negative messages to customers. Restaurant managers are trained to do a preopening inspection of the restaurant. One of the things they look for is that all light bulbs are working. A little thing like a burned-out bulb can give a guest sitting near it an impression that the restaurant does not pay attention to detail. Our customers notice details; this is why a consistent message from industry leaders is that managers must pay attention to detail.
A firm’s communications should also reinforce its positioning. So a service organization should review every piece of tangible evidence to make sure that each delivers the desired organization image—the way a person or group views an organization—to target customers.
	Activity 2.3
1. Visit a restaurant or hotel and give an example of how they use tangible evidence to tell the customer what type of business they are and how they are run. Things to look at include the exterior of the business, the inside of the business, signage, and employee uniforms. Write what you think the business does well and what it does poorly. Explain your answer.



Here consumers draw conclusions about quality from the place, people, price, equipment and communications that they can see. Thus, the service provider’s task is to make the service tangible in one or more ways and send the right signals about quality.
Look at the following examples:
· E.g. an airline ticket… promises of safe delivery to their destination.
· Hotel room… the right to use a room for a specific period of time.
· “Someone who purchase the service may go away empty-handed but they do not go away empty-headed… they have memories that can be shared with others (Robert Lewis).
· To reduce uncertainty caused by service intangibility, buyers look at the tangible evidences that will provide information and confidence about the service. 
For instance, look at the following tangible aspect/evidences of a restaurant service that can build customers confidence before their purchase of the service:
[image: ]
Here, the neatness of the restaurant, the employees readiness to serve customers, the way they prepare the table and other related features that you can observe from this picture can greatly build customers confidence towards their purchase of the restaurant’s service. 
[image: ]
The above picture also indicates how restaurants display different meals to attract customers by tangibilizing their services. 
	Activity 2.4
1. How business firms specially, service providers can reduce customers’ uncertainty of purchase? Provide your own suggestion by supporting your suggestions with your own examples in hospitality marketing.
__________________________________________________________________________ .



II. Inseparability
Physical goods are produced, then stored, later sold, and still later consumed. In contrast, hospitality products are first sold and then produced and consumed at the same time. In most hospitality services, both the service provider and the customer must be present for the transaction to occur. Inseparability means both the employee and the customer are often part of the product. The food in a restaurant may be outstanding, but if the employee serving the food to the customer has a poor attitude or provides inattentive service, customers will not be satisfied with their experience.
A couple may have chosen a restaurant because it is quiet and romantic, but if other customers include a group of loud and boisterous conventioneers seated in the same room,
these customers will spoil the couple’s experience. Managers must manage their customers so they do not create dissatisfaction for others. Another implication of inseparability is that
customers and employees must understand the service-delivery system because they are co-producing the service. Customers must understand the menu items in a restaurant so that they get the dish they expect. This means hospitality and travel organizations have to train customers just as they train employees. A hotel at the Newark Airport is popular with international tourists who have just arrived from overseas. Many of these guests pay in
cash or with travelers’ checks because they do not use credit cards. On more than
one occasion, the front-desk clerk has been observed answering the phone of an
upset guest who claims the movie system does not work. The clerk must explain
that the guest did not establish credit because cash was paid for his or her room. He
or she informs guests that they must come to the front desk and pay for the movie
before it can be activated. Guests obviously become upset on receiving this information. The hotel could avoid this problem and improve customer relations by
asking guests at arrival time if they would like to make a deposit for anything they
might charge, such as in-room movies.
In most hospitality services, both the service provider and the customer must be present for the transaction to occur. 
· Customer-contact employees are part of the product.
· Inseparability also implies that customers are also part of the product.
Moreover, for many services, the product cannot be created or delivered without the customer’s presence. For example, the food in a restaurant may be outstanding, but if the server has a poor attitude or provides inattentive service, customers will not enjoy the overall restaurant experience. In the same way, other customers can affect the experience in service settings.
[image: ]
This picture shows the inseparability characteristics of services in tourism and hospitality marketing, where the tour guide is giving guide to tourists and here the service production and its consumption is simultaneous.
	Activity 2.5
Do you think that at the absence of tourists the tour guide can provide the service? If your answer is yes/no provide your reason._________________________________________
________________________________________________________________________.



III. Service variability
Services are highly variable. Their quality depends on who provides them and when and where they are provided. There are several causes of service variability. Services are produced and consumed simultaneously, which limits quality control. Fluctuating demand makes it difficult to deliver consistent products during periods of peak demand. The high degree of contact between the service provider and the guest means that product consistency depends on the service provider’s skills and performance at the time of the exchange. A guest can receive excellent service one day and mediocre service from the same person the next day. In the case of mediocre service, the service person may not have felt well or perhaps experienced an emotional problem. Lack of communication and heterogeneity of guest expectations also lead to service variability. A restaurant customer ordering a medium steak may expect it to be cooked all the way through, whereas the person working on the broiler may define medium as having a warm pink center. The guest will be disappointed when he or she cuts into the steak and sees pink meat. Restaurants have solved this by developing common definitions of steak doneness and communicating them to the employees and customers. Sometimes the communication to the customer is verbal, and sometimes it is printed on the menu. Customers usually return to a restaurant because they enjoyed their last experience. When the product they receive is different and does not meet their expectations on the next visit, they often do not return. Variability or lack of consistency in the product is a major cause of customer disappointment in the hospitality industry.
When variability is absent, we have consistency, which is one of the key factors in the success of a service business. Consistency means that customers receive the expected product without unwanted surprises. In the hotel industry, this means that a wake-up call requested for 7 a.m. always occurs as planned and that a meeting planner can count on the hotel to deliver coffee ordered for a 3  p.m. meeting break, which will be ready and waiting when the group breaks at that time. In the restaurant business, consistency means that the shrimp scampi will taste the same way it tasted two weeks ago, towels will always be available in the bathrooms, and the brand of vodka specified last week will be in stock next month. Consistency is one of the major reasons for the worldwide success of McDonald’s.
As services are recital, recurrently produced by human, no two or more services will be accurately alike. The employees delivering the service repeatedly are the services in the consumer’s eyes, and people may differ in their performance from day to day, hour to hour or even minute to minute. Variability as well results because no two customers are precisely alike; each will have unique experience or demands of the service in a totally or somewhat unique way.  Therefore, the variability connected with the services is largely the result of human interaction that exists between employees and the customer. Thus, Services are highly variable. Their quality depends on who provides them and when and where they are provided.
There are other several causes for service variability.
a) Services are produced and consumed simultaneously, which limits quality control. For example; take travel agents; they deliver the service simultaneously with their time of consumption. Another example is you can take hair cut service.
b)  Fluctuating demand makes it difficult to deliver consistent products during periods of peak demand. E.g. tour services at the time of special holiday in the tourist center where there are large number of tourists enter to the place at the same time. At this time tour guides may not provide quality services because the existing crowd.
c) It depends on the services provider’s skill/experience.
d) Time/length of service/tiredness. Sometime service personnel may become very tired at this time they may not delivery quality services which increases service variability. 
e) Lack of communication. Heterogeneity of guest’s expectation. 
	Activity 2.6
1. How seasons create service variability? __________________________________
________________________________________________________________



Marketing implications for service variability 
Due to variability nature of services crosswise time, people and organization, ensuring consistent service quality is very difficult. Service quality depends on many factors that cannot be fully controlled by the service supplier such as;
· The ability of consumers to articulate her or his needs 
· The ability and willingness of personnel to satisfy those needs
· The presence or absence of other customers and 
· The level of demand for the service.
Because of these factors the service manager cannot always know for sure that the service is being delivered in a manner consistent with what was originally planned and promoted.
E.g. a Transportation service provider organization may choose to subcontract certain elements of its total offering. From the consumer’s perspective these subcontractors still represent the transportation service providing firm. But still now their actions cannot be totally predicted or controlled by the outworker.
Here are three steps hospitality firms can take to reduce variability and create consistency: 
1. Invest in good hiring and training procedures. Recruiting the right employees and providing them with excellent training is crucial, regardless of whether employees are highly skilled professionals or low-skilled workers. Better trained personnel exhibit six characteristics: Competence—they possess the required skill and knowledge. Courtesy—they are friendly, respectful, and considerate. Credibility—they are trustworthy. Reliability—they perform the service consistently and accurately. Responsiveness—they respond quickly to customers’ requests and problems. Communication—they make an effort to understand the customer and communicate clearly. Excellent hospitality and
travel companies such as Marriott and Southwest Airlines spend a great deal of time and effort making sure they hire the right employees. But their attention to employees does not end there. They also invest in their employees by providing ongoing training.
2. Standardize the service-performance process throughout the organization. Diagramming the service-delivery system in a service blueprint can simultaneously map out the service process, the points of customer contact, and the evidence of service from the customer’s point of view. The guest’s experience includes a series of steps he or she must enact while receiving the service. Behind the scenes, the service provider must skillfully help the guest move from one step to the next. By visually representing the service, a service blueprint can help one understand the process and see potential design flaws. Service blueprints include a line of interaction, line of visibility and line of internal support. The line of interaction represents the guest’s contact with employees. The line of visibility represents those areas that will be visible to the guest and provide tangible evidence of the service. The line of internal interaction represents internal support systems that are required to service the guest.
3. Monitor customer satisfaction. Use suggestion and complaint systems, customer surveys, and comparison shopping. Hospitality companies have the advantage of knowing their customers. Companies also have the e-mail addresses of those who purchase from their Web sites. This makes it easy to send a customer satisfaction survey after a guest has stayed in a hotel or used its service. Travel intermediaries, such as Travelocity.com, contact   guests to see how satisfied they were with a hotel they booked on their site. They realize if a customer had a bad experience they may not use their service again, even though they cannot control the service and quality of the hotels they represent. They try to create a consistent experience and set customer expectations by using a star rating system and publishing customer comments. Firms can also develop customer information databases and systems to permit more personalized, customized service, especially online.
IV. Perishability
Services cannot be stored. A 100-room hotel that sells only 60 rooms on a particular night cannot inventory the 40 unused rooms and then sell 140 rooms the next night. Revenue lost from not selling those 40 rooms is gone forever. Because of service perishability, airlines and some hotels charge guests holding guaranteed reservations when they fail to arrive. Restaurants are also starting to charge a fee to customers who do not show up for a reservation. They, too, realize that if someone does not show up for a reservation, the opportunity to sell that seat may be lost.
Some hotels will often sell hotel rooms at a very low rate rather let them go unsold. Because of inseparability, this can cause problems. Oftentimes, the discounted rate brings in a different type of customer that is not compatible with the hotel’s normal customer. For example, one luxury hotel that normally sold rooms for $300 placed rooms on Priceline’s (opaque channel) for $80. The guest paying $80 a night is not likely to use the food and beverage outlets, but instead will use less expense restaurants outside of the hotel or come back into the hotel carrying a bag of food from a nearby fast-food restaurant. Revenue managers must be careful that they maintain a brand’s image while at the same time trying to reduce unsold inventory.
This characteristic of service refers to the fact that services cannot be stored, returned or resold. E.g.1: A seat on an air plane, an hour of a tour guide, lawyer’s time not used cannot be reclaimed and used or resold at a later time. This is in contrast to goods that can be stored in inventory or resold another day, or even returned if the consumer is unhappy. 
E.g.2: Take a haircut service, wouldn’t it be nice if a bad air cut could be returned or resold to another consumer who appreciates that style?
E.g.3: Take hotel rooms.
Thus, if service providers are to maximize the revenue, they must manage capacity and demand because they can’t carry forward unsold inventory.

	Activity 2.7
Assume that you are a general manager for Planet international Hotel, there is over capacity of the hotel service and the season is where there is peak-off. Now you are expected to manage the demand and supply. How you are going to manage this challenge? Provide your own suggestion. ________________________________________________.



Services are perishable in two regards
The service relevant resources, processes and systems are assigned for service delivery during a definite period in time. If the designated or scheduled service consumer does not request and consume the service during this period, the service cannot be performed for him. From the perspective of the service provider, this is a lost business opportunity as he/she cannot charge any service delivery; potentially, he/she can assign the resources, processes and systems to another service consumer who requests a service. Examples: The hair dresser serves another client when the scheduled starting time or time slot is over. An empty seat on a plane never can be utilized and charged after departure. 
The second one is when the service has been completely rendered to the requesting service consumer; this particular service irreversibly vanishes as it has been consumed by the service consumer. Example: the passenger has been transported to the destination and cannot be transported again to this location at this point in time.
Marketing implications 
The fact that services cannot typically be returned or resold implies a need for storing recovery strategies when things do go wrong. For example, while uncomfortable hotel service is provided due to service personnel, as it cannot be returned, the service personnel’s can and should have  to have different strategies that enable them to recover the customer’s good will when such a problem happens.
The other implication is that a primary issue that marketer’s faces in relation to service perish ability is the inability to inventory services. Demand forecasting and creative planning for capacity utilization are therefore important and challenging decision.
	Activity 2.8
1. Perishability is very important in the airline industry; unsold seats are gone forever, and too many unsold seats mean large losses. With computerized ticketing, airlines can easily use pricing to deal with perishability and variations in demand.
a. Go to the Web site of an airline and get a fare for an eight-day stay between two cities it serves. Get prices on the same route for 60 days in advance, two weeks, one week, and tomorrow. Is there a clear pattern to the fares?
b. When a store is overstocked on ripe fruit, it may lower the price to sell out quickly. What are airlines doing to their prices as the seats get close to “perishing”? Why are tomorrow’s fares often higher?
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           Figure 2.2: characteristics of services  
Summary of characteristics of services 
	Service characteristic
	What it means?
	Hospitality example

	

Intangibility
	Services cannot be conceptualized or
perceived by the five senses before purchase.
	Customers will have no way
to evaluate their meals at a
restaurant until they have
experienced the food and
service.

	







Inseparability
	I. Providers are part of the service experience because providers and customers must be present simultaneously for the transaction to occur.
II. Customers themselves may be part of the service experience because of their
greater involvement in the production process.
III. The presence of other customers may become part of the service experience.

	I. The attitude of a flight
attendant will influence
customers’ ratings on their
overall experience with the
airline.
II. Customers that use
automated check-in- and
check-out service provided
by hotels must understand
the system in order to have a
satisfactory experience.
III. The presence of loud
customers in a restaurant
will influence the experiences of other customers.

	


Variability
	Quality of services is likely to vary (i.e. lack of consistency) because of the
provider, location, timing, situations, etc.
	I. Service quality in a restaurant during peak and non-peak demand periods may vary.
II. Service quality provided by
hotel AB in California and
Washington may vary.

	


Perish ability
	Services are not durable and only last for a short while; they cannot be stocked as inventory for future sales or use.
	I. An empty seat on a flight cannot be inventoried.
II. Hotel rooms that are not
sold today cannot be saved
for tomorrow (i.e. lost revenues for today cannot be recaptured tomorrow).



Table 2.1: characteristics of services and their examples in hospitality marketing 
Challenges of Service Characteristics for Hospitality marketing
The nature of services will pose distinctive marketing challenges for hospitality organizations. The table below provides you a summary of these challenges;
	Service characteristic
	Challenge for hospitality marketers
	Suggestion

	



Intangibility
	To reduce the feelings of uncertainty in consumers.
	Tangibilize’ the intangible - to provide tangible evidence and images to customers to strengthen their confidence
about the services before buying. For instance, a restaurant that offers fame trips or food trial will provide clues to customers as to what to expect in terms of food and services.

	









Inseparability
	







To manage the provider-customer and customer-customer interactions.
	Because providers and customers are likely to be part of the service experience, it is important to recruit the right people and to train providers
and/or customers to understand the service delivery system. Additionally, providers should also try to manage their customers so that they do not cause dissatisfaction for others. For instance, certain restaurants in the USA targeting at couples or adult buyers have implemented a “no-kids are allowed” policy in their premises.

	Service characteristics 
	Challenges for hospitality marketers
	Suggestions 

	





Variability
	




To manage the quality consistency
	Good hiring and training procedures are more likely to increase quality consistency in the hospitality industry.
Other options will be to standardize the service-performance process and to
monitor the level of customer
satisfaction periodically.

	







Perishability
	






To manage the demand and supply levels
	To manage the demand level:
a) Use differential pricing to shift some demand from peak to off-peak periods. Example:
Some hotels promote discount
prices for weekdays only to
manage their room demands.
b) Have a reservation system to manage the demand level.
Hotels, airlines, and restaurants use reservation systems extensively.
To manage the supply level:
a) Use part-time employees during peak demand period.
b) Cross-train the employees in order to perform various tasks especially when there is a labor shortage.
c) Encourage customers to
participate in the production
process. 



Table 2.2: challenges of service characteristics and possible suggestions 
	Activity 2.9
1. Think of three places you have visited in the past week. These places should have provided you with a service, products, or an experience. How would you characterize these places in terms of their service?
__________________________________________ .



[bookmark: _Toc15990424]2.4. Management Strategies for Service Business
Just like manufacturing businesses, good service firm’s use marketing to position themselves strongly in chosen target markets. For example firms may bring their customers need at the first place and then think about the payment, or they may use words such as pay less and expect more. The other example is taking a Tour guide, if they work more than what their customers expect and treat their customers according to their needs and wants, they can secure their business. Take a hotel service they deliver the service first and then provide bill, here if there something wrong customers can complain to get quality service before payment is made.  These and other service firms establish their positions through traditional marketing mix activities. Moreover, From the four characteristics of services we have seen that how service firms can be affected by the inseparability characteristics of services, the perishability of its offerings, the inseparability of its offerings and the variability of its offerings.  Thus, good service firms use marketing to position themselves strongly in chosen targets. 
Services managers can do several things to increase service effectiveness in the face of intrinsic service characteristics. Successful service companies focus their attention on both their employees and customers. They understand the service profit chain, which links service firm profits with employees and customer satisfaction. However, because services differ from tangible products, they often require additional marketing approaches to manage their profitability as well as their quality. These strategies include:
I. The service profit chain
In a service business, the customer and the frontline service employee interact to create the service. Effective interaction, in turn, depends on the skills of frontline service employees and on the support processes backing these employees. Thus, successful service companies focus their attention on both their customers and their employees. They understand the service profit chain, which links service firm profits with employee and customer satisfaction.
For example, in a hotel service, front-line employees have direct interaction with customer than others. Thus, the interaction they have with customer can damage or build the good will/image of the Hotel. Thus, successful service companies focus their attention on both their customers and their employees. This chain consists of five links;
a. Internal service quality: Superior employee selection and training, a quality work environment and strong support for those dealing with customers, which results in the provision of quality services.
b. Satisfied and productive service employees: Having more satisfied, loyal and hardworking employees.
c. Greater service value: More effective and efficient customer value creation and service delivery.
d. Satisfied and loyal customers: satisfied customers who remain loyal, repeat purchase, and refer other customers.
e. Healthy service profits and growth: Superior service firm performance.
Therefore, reaching service profits and growth goals begins with taking care of those who take care of customers. In general, the service-profit chain focus on creating satisfied employees which results in generating happy customers. 
A. Managing service Differentiation
Service marketers often complain about the difficulty of differentiating their services from those of competitors. To the extent that customers view the services of different providers as similar, they care less about the provider than the price.
The solution to price competition is to develop a differentiated offering, rather than starting a price war. Competing by reducing price results leads to lowering expenses to offset the price reduction. Cuts to employee expenses result in reduced service levels. Cuts in maintenance result in a facility that becomes worn. The offer can include innovative features that set one company’s offer apart from that of its competitors. The service company that innovates regularly usually gains a succession of temporary advantages and an innovative reputation that may help it keep customers who want to go with the best.
Service companies can differentiate their service delivery in three ways: through people, physical environment, and process. The company can distinguish itself by having more able and reliable customer-contact people than its competitors, or it can develop a superior physical environment in which the service product is delivered. It can design a superior delivery process. Finally, service companies can also differentiate their images through symbols and branding. For example, a familiar symbol would be McDonald’s golden arches, and familiar brands include Hilton, Shangri-La, and Sofitel.
In order to differentiate their offer firms will use the following strategies:
I. Managing quality- One of the major ways that a service firm can differentiate itself is by delivering consistently higher quality than its competitors. One can have a number of objective criteria for evaluating a tangible product such as an automobile. For example, how long does it take it to go from 0 to 60 miles per hour, how many miles to the gallon does it get, how much leg room it has, and so on. With hospitality products, quality is measured by how well customer expectations are met. The key is to exceed the customers’ service-quality expectations. As the chief executive at American Express puts it, “Promise only what you can deliver and deliver more than you promise!” These expectations are based on past experiences, word of mouth, and service firm advertising. If perceived service of a given firm exceeds expected service, customers are apt to use the provider again. Customer retention is perhaps the best measure of quality: A service firm’s ability to retain its customers depends on how consistently it delivers value to them. A manufacturer’s quality goal might be zero defects, but the service provider’s goal is zero customer defections. 
The service provider needs to identify the expectations of target customers concerning service quality. This is when deliver consistently higher quality than its competitors through various options
· Tangiblizing the service product-promotional material, employees’ appearance, and the service firm’s physical environment can help to tangibilize the service.  The traditional 4Ps marketing approach work well for goods, but additional elements (people, physical evidence and process) require attention in service business.
· People- foremost services are prepared by people; the selection, training and motivation of employees make huge difference in customer satisfaction.
· Physical evidence- a hotel will develop a look and style of dealing with customers that realize its intended customer value proposition whether its cleanliness, speed or some other benefit.
· Process- the production process and organization system is also one element of customer satisfaction.
II. Managing Service Productivity With their costs rising rapidly, service firms are under great pressure to increase service productivity. They can do so in several ways. They can train current employees better or hire new ones who will work harder or more skillfully. Or they can increase the quantity of their service by giving up some quality. The provider can “industrialize the service” by adding equipment and standardizing production, as in McDonald’s assembly-line approach to fast-food retailing. Finally, a service provider can harness the power of technology. Although we often think of technology’s power to save time and costs in manufacturing companies, it also has great— and often untapped—potential to make service workers more productive. 
However, companies must avoid pushing productivity so hard that doing so reduces quality. Attempts to industrialize a service or cut costs can make a service company more efficient in the short run. But in making them more efficient, they can become less effective. For example, a restaurant that reduces kitchen payroll, may find that it cannot keep up with the orders resulting in long wait times for food and dissatisfied customers. Thus, in attempting to improve service productivity, companies must be mindful of how they create and deliver customer value. In short, they should be careful not to take the “service” out of service.
III. Managing employees- in the hospitality industry, employees are a critical part of the product and marketing mix. The human resource marketing departments must work together.  See Internal marketing above.
IV. Resolving Customer Complaints Many service companies have invested heavily to develop streamlined and efficient service-delivery systems. They want to ensure that customers will receive consistently high-quality service in every service encounter. Unlike product manufacturers, who can adjust their machinery and inputs until everything is perfect, quality always varies, depending on the interactions between employees and customers. Problems inevitably occur. As hard as they try, even the best companies have an occasional late delivery, burned steak, or grumpy employee. A company cannot always prevent service problems, but it can learn from them. Good service recovery can turn angry customers into loyal ones. In fact, good recovery can win more customer purchasing and loyalty than if things had gone well in the first place. Therefore, companies should take steps not only to provide good service every time but also to recover from service mistakes.

To have effective complaint resolution, managers must empower frontline service employees—to give them the authority, responsibility, and incentives that they need to recognize, care about, and tend to customer needs. For example, Marriott places its employees in empowerment training, which encourages them to go beyond their normal jobs to solve customer problems. Empowered employees can act quickly and effectively to keep service problems from resulting in lost customers. The Marriott Desert Springs says the major goal for customer-contact employees is to ensure that “our guests experience excellent service and hospitality while staying at our resort.” Well-trained employees are given the authority to do whatever it takes, on the spot, to keep guests happy. They are also expected to help management ferret out the cause of guests’ problems, and to inform managers of ways to improve overall hotel service and guests’ comfort. 
Resolving customer complaints is a critical component of customer retention. One study by the Technical Research Programs Institute found that if a customer has a major complaint, 91 percent will not buy from you again, but if it was resolved quickly, 82 percent of those customers will return. The complaint resolution drops the customer defection from 91 out of 100 to 18 out of 100. With resolution of minor complaints, the defection rate can be reduced to less than 5 out of 100. In complaint resolution there are two important factors. First, if you resolve a complaint and do it quickly—the longer it takes to resolve, the higher the defection rate. Second, seek out customer complaints. If you are unaware of complaints, it is impossible to resolve them. 
For example, a businesswoman had just returned from an overseas trip. After a good night’s sleep in a New York hotel, she was ready for an American breakfast. She dialed room service, and her breakfast was delivered promptly. A cheerful waiter wheeled the table into the room and positioned it so that the woman could look out the window. He opened the heating compartment and pulled out the breakfast that the woman had been waiting for: a full hot American breakfast. The waiter handed the woman the bill, and she promptly signed the bill and added a handsome tip. Now she was ready to start her breakfast.
The waiter said, “I’m sorry, you will have to pay cash.” She explained that she did not have any money with her and pulled out her credit cards, offering the American Express Card she had used to check in to the hotel. The waiter called on the phone and after five minutes it was resolved that the woman could use her credit card. The woman, now upset, sat down to a cold breakfast. 14 If the waiter had been empowered to resolve complaints, he would have been able to leave the room, go down to the front desk, and resolve the problem at the front desk while the woman was enjoying her breakfast.
Complaints that come in by letter should be responded to quickly by personal form of communication. This could be through responding to a complaint on social media, e-mail, Short Message Service (SMS), or telephone. When responding on social media, try to move the conversation off line and resolve the complaint. The worst thing a company can do is send out a form letter or e-mail that shows no empathy to the guest’s problem or not respond at all. Restaurant Business had an employee contact 25 customer service representatives of restaurant chains, stating she had received poor service. Of the 25 companies contacted, only 15 responded to her complaint. One customer service representative told her, “I’m busy right now, can you call back in a half an hour?” When she called back, the customer service rep said, “Okay, I have a minute now. What’s your problem—slow service, is that all? Okay, I can write up a report if you want.” Of those restaurants that did respond, only 10 did a good or excellent job of resolving the complaint. The customer service representatives at these restaurants did a nice job of showing concern on the initial phone call and followed up with a letter and coupons. In one case, a regional vice president called the customer back to find out what went wrong. 
Another critical area in complaint resolution is that most customers do not complain. They do not give managers a chance to resolve their problem. They just leave and never come back. When a customer does complain, management should be grateful because it gives them a chance to resolve the complaint and gain the customer’s repeat business. Most complaints come from loyal customers who want to return, but they also want management to fix the problem so it will not occur on their next visit. Managers must develop ways to encourage customers to complain. Methods to seek complaints include customer hotlines that encourage customers to call about problems they are having. Customer comment cards encourage customers to discuss problems that they had with the product. Managers can train employees to look out for guests who look dissatisfied and try to determine their problems. A service guarantee is another way of getting customers to complain; to invoke the guarantee, they have to complain. If we shift our perspective to see complaints as gifts, we can more readily use the information the complaints generate to grow our own business. Customer complaints are one of the most available yet underutilized sources of customer and market information. 
A club manager told us about a surprise the club had from a truly excellent Christmas party. The staff was proud of the way the evening went because everything went as planned. The manager was truly surprised when a member of many years said he wanted to set up a conference call with the food and beverage manager, chef, and the manager to discuss the shortcomings of the event. The call lasted an hour and a half, with many of the complaints considered frivolous by the management team. Through careful listening, the manager was able to separate the symptoms from the real problem. The manager asked his staff to reflect on the call and set a meeting for the next day. He also asked the food and beverage manager to develop a profile of who came to the event. What they discovered is that most of the people attending the event were older retired members who did not have
family in the area and were alone during the holidays. Normally the club’s parties attracted 45-year-old members and this party was planned for this group, not the 65 and older group who attended the party. This was the essence of the member’s complaint: The menu and theme of the party were developed for a much younger group. By listening to what the member was saying and being open to the member’s comments, the club’s managers discovered the party was developed for the wrong target market. If the member had not complained or the club’s managers were not open to the member’s complaint, the holiday party would have continued to be developed for the wrong target audience.
	Activity 2.10
1. Handling customer complaints is a critical task among front lines in service industries. Although managers are called upon by complaining customers in some
instances, most of the time, frontline staffs face more complaints. What immediate actions or strategies should they employ to handle complaints?
2. Look up several hotels or restaurants on Trip Advisor and review customer comments. Do you think the managers of the company responded to the comments
appropriately? Explain the reasons for your answer.



V. Managing Perceived Risk Customers who buy hospitality products experience some anxiety because they cannot experience the product beforehand.  This is one of the reasons customers rely on user-generated content on sites such as Yelp, Trip Advisor, and other social media they use. These sources are deemed to be credible sources. 
Consider a salesperson whose sales manager asks him or her to set up a regional sales meeting. Suppose that the salesperson had never set up a meeting or worked with hotels. The salesperson is obviously nervous. If the meeting goes well, the sales manager will be favorably impressed; if it goes badly, the salesperson may be blamed. In arranging for the meeting place, the salesperson has to trust the hotel’s salesperson. Good hotel salespeople alleviate client fears by letting them know that they have arranged hundreds of successful meetings. The salesperson’s claims to professionalism can be affirmed through letters of praise from former clients and a tour of the hotel’s facilities. A salesperson must reduce the client’s fear and gain the client’s confidence.
One way of combating concern is to encourage the client to try the hotel or restaurant in a low-risk situation. Hotels and resorts offer familiarization (or Fam) trips to meeting planners and travel agents. Airlines often offer complimentary flight tickets because they are also interested in creating business. Hotels provide rooms, food, beverage, and entertainment at no cost to the prospective client in the hope that this exposure will encourage him or her to recommend the hotel. Fam trips reduce a product’s intangibility by letting the intermediary customer experience the hotel beforehand.
The high risk that people perceive when purchasing hospitality products increases their loyalty to hotels, restaurants and event companies that have provided them with a consistent product in the past. Salespeople must have patience and continue calling on prospective clients. At some point one of their suppliers will make a mistake and they will be open to trying a new supplier. Hospitality companies must strive to satisfy every group, knowing if they make a mistake another company is waiting to take their business.
VI. Managing capacity and demand- because services are perishable, managing capacity and demand is a key function of hospitality marketing.  First, services must adjust their operating systems to enable the business to operate at maximum capacity. Second, they must remember that their goal is to create satisfied customers. Research has shown that customer complaints increase when service firms operate above 80% of their capacity.
Managers have two major options for matching capacity with demand: change capacity or change demand. For example, airlines use dynamic capacity management to adjust capacity to match demand. The airlines swap small aircraft for larger aircraft on flights that are selling out faster than normal. The smaller aircraft are assigned to flights that are expected to have low load factors. If a larger plane is not available, they can reduce demand by eliminating discounted fares and charging a higher fare. The higher fare means that some passengers, often pleasure travelers visiting friends and relatives, will decide not to make the trip or switch to another flight, thus reducing the overall demand. In this section we discuss capacity management, and in the next section we focus on demand
management.
Capacity Management
Corporate management is responsible for matching capacity with demand on a long-term basis; unit managers are responsible for matching capacity with fluctuations in short-term demand. The techniques presented in this section assist in managing short-term demand.
involve the customer in the service-delivery system Getting the customer involved in service operations expands the number of people that one employee can serve, thus increasing the capacity of the operation. The concept has wide acceptance in food and beverage operations, but modern technology is responsible for its increasing use in the accommodation sector.
Self-service technologies (SSTs) allow the customer to serve as the company’s employee. The adoption of SSTs that increase customer satisfaction represents one of the biggest opportunities for the travel and hospitality industry. A common example is a self-service soft drink dispenser in a fast-food restaurant. Hilton Hotels has developed a system allowing guests to use their smartphone to make reservations, choose their room a day before they arrive, and then use it to access their room when they arrive. Through surveys and by following comments on social media, Hilton found guests valued the control they received when they were allowed to choose the location of their room and the bedding configuration in the room. There are no employees or employee interaction involved in the process. Hilton is now working on how they create positive interaction with guests in the future to replace the interaction they received with employees at the front desk. 
Cross-train employees in a hotel, the demand for all services does not rise and fall
in unison. One outlet may experience sudden strong demand while other areas enjoy normal levels. When managers cross-train their employees, they can shift employees
to increase the capacity. A hotel restaurant that does only 30 to 40 covers a night cannot justify more than two service people, even though it may have 80 seats. However, such low staffing levels mean that the restaurant may have a difficult time serving more than 60 guests, especially if they arrive at about the same time. Having front desk staff and banquet staff trained in à la carte service means the restaurant manager has a group of employees that can be called on if demand for the restaurant on any particular night exceeds the capacity of two service people.
Use part-time employees Managers can use part-time employees to expand capacity during an unusually busy day or meal period or during the busy months of the
year for seasonal businesses. Summer resorts hire part-time staff to work during the summer period. They reduce their staff during the slower seasons and either reduce staff further or close during the low season. Part-time employees allow a hotel or restaurant to increase or decrease its capacity efficiently. Part-time employees can also  be used on an on-call basis. Hotels usually have a list of banquet waiters to call for large events. Part-time employees give an organization the flexibility to adjust the number of employees to the level required to meet demand.
Rent or share extra facilities and equipment Businesses do not have to be constrained by space limitations or equipment limitations. A hotel with an opportunity to book a three-day meeting from Tuesday to Thursday may have to turn down the business because all the function space is booked Wednesday evening, and there is no space for the group’s Wednesday evening dinner. Rather than lose the group, a creative solution would be to suggest the group go outside the hotel for a unique dinner experience. In Paris, the alternative might be a dinner cruise on the Seine. In Arizona, it might be an outdoor steak fry, and in Hong Kong, it could be a dinner at Jumbo, the famous floating restaurant.
Catering firms often purchase only the amount of equipment they use regularly. When they have a busy period, they rent equipment. Renting, sharing, or moving groups to outside facilities can increase capacity to accommodate short term demand.
Schedule downtimes during periods of low demand Businesses in seasonal resorts have periods of high and low demand. The actions we have discussed so far enable a business to increase capacity to meet peak demand. One way to decrease capacity to match the lower demand is to schedule repairs and maintenance during the low season.
Change the service-delivery system because services are perishable, managing capacity and demand is a key function of hospitality marketing. For example, Mother’s Day is traditionally a restaurant’s busiest day of the year, with the peak time at lunch from 11 a.m. to 2 p.m. This three-hour period presents restaurateurs with one of their greatest sales opportunities. To take full advantage of this opportunity, restaurant managers must accomplish two things: First, they must adjust their operating systems to enable the business to operate at maximum capacity. Second, they must remember that their goal is to create satisfied customers. 
Many restaurants feature buffets on Mother’s Day to increase capacity. An attractive buffet creates a festive atmosphere, provides an impression of variety and value, and expedites service by eliminating the need to prepare food to order. Customers provide their own service, with the service staff providing the beverage and check, which frees the staff to wait on more customers. Buffets eliminate the time required for order taking and preparing the order. Food is available when customers arrive, allowing them to start eating almost immediately. This increases turnover of tables, further increasing the restaurant’s capacity. The buffet also allows the restaurant to create a buffer inventory. Although three hours’ worth of food cannot be kept on a steam table without a reduction in quality and attractiveness, the food can be cooked in batches that will last 20 to 30 minutes.
Restaurants and entertainment facilities can increase capacity by extending their hours. A hotel coffee shop that is full by 7:30 a. m. may find it useful to open at 6:30 a. m. instead of 7 a. m. If five tables arrive in the first half hour, these should be free in about a half hour, allowing the restaurant to have more tables available during the peak period. Leaps and Bounds, a children’s entertainment center that is normally closed at night, offers all-night parties for groups of 20 or more. When the demand exists, the center supplies the capacity by opening at night. Many businesses can increase their capacity by expanding their hours of operation.
Demand management in an ideal situation, managers simply expands capacity to meet demand. However, during a citywide convention, a hotel may receive requests for rooms that exceed its capacity. The Saturday before Christmas, a restaurant could book more banquets if it had space, and during a summer holiday a resort could sell more rooms if it had them. All successful hospitality businesses become capacity constrained. Capacity management allows a business to increase its capacity, but it does not prevent situations where demand exceeds capacity. The following are some ways to manage demand.
Use price to create or reduce demand Pricing is one method used to manage demand. To create demand, restaurants offer specials on slow days. For example, some Subway restaurants, a submarine sandwich shop, offer two-for-one specials on Tuesdays. Port of Subs (a competitor) offers special discounts after 5 p.m., because most people do not eat sandwiches for the evening meal. Resorts lower prices during the off-season, and city hotels offer weekend specials. Managers must make sure that the market segments attracted by the lower price are their desired targets.
When demand exceeds capacity, managers raise prices to lower demand. On New Year’s Eve, many restaurants and nightclubs offer set menus and packages that exceed the normal average check. They realize that even with higher prices, demand remains sufficient to fill to capacity.
Use reservations Hotels and restaurants often use reservations to monitor demand. When it appears they will have more demand than capacity, managers can save capacity for the more profitable segments. Reservations can also limit demand by allowing managers to refuse any further reservations when capacity meets demand. 
Although reservations in restaurants can help manage demand, they can also decrease capacity. This is the reason that high-volume mid-priced restaurants do not usually take reservations. A group may arrive 10 minutes late, or one couple of a two-couple party may arrive on time and wait 20 minutes at the table until the other couple shows up. The estimated times of customer arrival and departure may not fit precisely, resulting in tables remaining empty for 20 minutes or more. In high-priced restaurants, guests expect to reserve a table and have it ready when they arrive. Customers of mid-priced restaurants have different expectations, allowing popular restaurants to increase their capacity by having customers queue and wait for the next available table. Queues allow managers to inventory demand for short periods of time and fill every table immediately when it becomes available, eliminating dead time.
To maximize capacity, some restaurants accept reservations for seating at designated times. For example, they may have seating at 6, 8, and 10 p.m. When customers call to make a reservation, the receptionist makes them aware of the seating times and lets them know that the table is theirs for up to two hours. After two hours, another party will be waiting to use the table. The use of seating increases capacity by ensuring that the restaurant will have three turns and by shifting demand. As the 8 p. m. seating fills, managers can shift demand to either 6 or 10 p.m., depending on the customer’s preference.
In cases where demand is greater than capacity, guests can be asked to prepay or make a deposit. For example, some New Year’s Eve parties at hotels and restaurants require that guests purchase their tickets in advance. Resorts often require a nonrefundable deposit with a reservation. By requiring an advance payment, managers help ensure that revenue matches capacity. If a customer fails to arrive, the resort does not lose revenue. 
Disneyland has come up with its own form of reservations, Fast Pass. Guests may go up to one of the rides offering the Fast Pass service and obtain a reservation to come at a certain time. When the guests come back, they bypass the waiting line and move to the Fast Pass line, often saving an hour or more in waiting. Guests are limited to one Fast Pass every four hours to ensure that the ride is able to accommodate both Fast Pass and regular guests. The beauty of Fast Pass is that rather than waiting in line, guests can now spend money in the restaurants and shops. By handling demand with Fast Pass, Disney has created a more satisfying customer experience and also created the opportunity for more sales. 
Reservation systems can be very complex. It is not within the scope of this book to explore the variations of reservations for hotels, restaurants, and other hospitality organizations.
Overbook Not everyone who reserves a table or books a room shows up. Plans change and people with reservations become no-shows. Overbooking is another method that hotels, restaurants, trains, and airlines use to match demand with capacity. Hotel managers who limit reservations to the number of available rooms frequently find themselves with empty rooms. For example, at one hotel, 20 percent of guests holding nonguaranteed reservations and 5 percent of those holding guaranteed reservations typically do not honor those reservations. If this hotel has 80 guaranteed reservations and 40 nonguaranteed reservations, it will, on average, be left with 12 empty rooms. For a hotel with an average room rate of $150, this can mean a potential annual loss of more than $750,000 in room, food, and beverage revenue.
 Overbooking must be managed carefully. Knowing the hotel’s customers, past history of the event, availability of rooms at other hotels, and weather conditions are important factors to consider when overbooking. When a hotel fails to honor its reservations, it risks losing the future business of guests whose reservations are not honored and possibly the business of their companies and travel agents. Usually, it is better to leave a room unoccupied than to fail to honor a reservation.
Developing a good overbooking policy minimizes the chance of walking a guest. This requires knowing the no-show rate of different types of reservations. Groups who reserve rooms should be investigated to see what percentage of their room block they have filled in the past. One study found that reservations made one day before arrival and on the day of arrival had a higher no-show rate than reservations made much earlier. Today with the help of well-designed software systems we can develop an accurate overbooking policy.
Some hotels do nothing for the traveler whose reservation is not honored. Well-managed hotels find alternative accommodations, pay for one night’s stay at the new hotel, and provide transportation to the hotel. They may also give the guest a free phone to inform those back home of the new arrangements and keep the guest’s name on their information rack so they can refer any phone calls the guest may receive to the hotel where the guest is staying. Smart managers try to get turned-away guests back by offering a free night’s stay at their hotel the next day. Hotels that are careless in handling their reservations can be held liable. In one case a travel agent, Rainbow Travel Service, reserved 45 rooms with the Fontainebleau Hilton for clients going to a Miami–Oklahoma football game. The Fontainebleau walked a number of Rainbow’s clients, and Rainbow sued for damage to its reputation. A jury awarded the travel agency $250,000. The jury believed that the Fontainebleau should have altered its policy of overbooking by 15 percent because of the demand created by the football weekend. 
Revenue management Overbooking is often part of a comprehensive revenue management system. Price is inversely related to demand for most products. Managers can create more demand for a product by lowering its price and lower demand by raising its price. With the help of computer programs, managers are using price, reservation history, and overbooking practices to develop a sophisticated approach to demand management called revenue management, a methodological approach to allocating a perishable and fixed inventory to the most profitable customers. For graduates of hospitality programs that enjoy numbers and marketing strategy, revenue management can be an interesting career. The ability to maximize revenue has become such an important management tool that today the position of corporate revenue manager has become a path to the position of corporate vice president of marketing. Well-designed revenue management bases pricing decisions on data and can increase revenue by 8 percent or more. A 200-room hotel was able to add $600,000 to its top line after implementing revenue management. Its system was designed to maximize RevPAR (revenue per available room). Revenue management techniques have also been designed for restaurants, where they are designed to maximize revenue per available seat (RevPASH). In restaurants, seat utilization along with off-peak pricing is among the tools used to maximize RevPASH. 
Properly designed revenue management systems value the business or repeat customers. Thus a customer who stays at a hotel 11 times a year for two nights per stay is treated differently than a one-time convention guest. The frequent loyal guest’s business is valued, and some hotel companies have developed corporate rates for these guests that do not fluctuate with the demand for business. They protect these guests. As one can see, the practice of revenue management for a hotel can be very complex. It takes an understanding of forecasting models and the hotel’s customer base. 
Use queuing when capacity exceeds demand and guests are willing to wait, queues form. Sometimes guests make the decision to wait; in other cases they have no choice. For example, a guest is told a restaurant has a 20-minute wait and he or she decides to wait. However, on occasion, hotel guests may find themselves waiting to check in to a hotel where they have made a reservation.
Voluntary queues, such as waits at restaurants, are a common and effective way of managing demand. Good management of the queue can make the wait more tolerable for the guest. Always overestimate the wait. When the estimated wait is 30 minutes, it is better to tell guests that it will be a 35-minute wait than to tell them they will have a 20-minute wait. Some managers fear that if the wait is too long they will lose guests, so they “shorten” the wait time. Once customers have accepted the wait time, they may sit down and have a drink, but they tend to keep their eyes on their watches. When their names have not been called after the allotted time, they run up to the host and ask where they are on the list. When guests wait longer than they were told they would, they go to their dining table
upset and in a mood that makes them tend to look for other service failures. It can be difficult for the restaurant to recover from this initial failure, and many guests leave with memories of an unsatisfactory experience.
If the host tells guests it will be a 35-minute wait and then seats them in 30 minutes, the guests will be delighted. If a guest decides not to accept the wait, the host can suggest a time when the wait will be shorter.
In general, the higher the level of service, the longer the guest is willing to wait. Twenty minutes for sit-down service might be acceptable, whereas a five minute wait at a fast-food restaurant will be unacceptable. Fast-food restaurants must raise their capacity to meet demand or lose customers. 
David Maister, a service expert, provides the following tips for the management of a waiting line:
1. Unoccupied time feels longer than occupied time. Entertainment parks have characters who talk to kids in waiting lines, occupying time and making the wait pass faster. Restaurants send customers waiting for a dinner table into their cocktail lounge, where a cocktail and conversation make the time pass more quickly. The Rio Hotel places television monitors over the line for their buffet. The monitors promote different products that the resort has to offer, such as its entertainment and other food and beverage outlets. These are a few examples of how managers can occupy guests’ time and make their wait more enjoyable.
2. Unfair waits are longer than equitable waits. Guests can become upset and preoccupied with a wait if they feel they are being treated unfairly. Restaurants with a limited number of large tables try to maximize the capacity of these tables. For example, rather than put a party of four at a table for six, the restaurant seats a party of six at the table, even if there are several parties of four in front of them. This sometimes leads to anger on the part of the guests in the passed-over party of four. Because they were next, they feel the host should seat them next. In such cases the host should explain what is going on to the next party in line. Another example of an unfair wait is when a guest who
has been waiting for 20 minutes to check-in finally reaches the front of the line. Just as he or she is starting to give the details of his or her reservation to the front-desk clerk, the phone rings. The phone is answered promptly by the clerk, who gets involved in a 10-minute conversation with the caller. Marriott has started a policy of removing phones from the front desk to avoid this distraction and eliminate unfair waits.
3. Uncertain waits are longer than known, finite waits. Most travelers have experienced a flight delay. If the agent states the flight will be delayed an hour, the traveler can get something to eat, shop in the stores, or find other activities to fill his or her time. However, if the traveler is just told there will be a delay and when he or she asks how long the agent says, I am not sure it’s a mechanical problem, the person often becomes anxious. The anxiety is caused by the uncertain delay. He or she does not want to leave the gate for fear the plane will be promptly fixed and depart. He or she is too anxious to relax. The 30 minute delay will seem like an eternity. When possible we should tell guests the reason
for the delay and the expected amount of time of the delay. The reason airlines sometimes do not give delays is because they do not know how long it will take to fix the plane and they do not want people leaving the area. However, they should keep people updated on the progress to reduce the uncertainty.
Maister states that the customer’s sense of equity is not always obvious and needs to be managed. Whatever priority rules apply, the service provider must make vigorous efforts to ensure that these rules match with the customer’s sense of equity, either by adjusting the rules or by convincing the client that the rules are appropriate.
Shift demand It is often possible to shift the demand for banquets and meetings. A sales manager may want to set up a sales meeting for the end of October or the beginning of November and knows that when the hotel is called to check availability, a date must be given. Suppose that October 31 is picked, although it could have been October 24 or November 7 just as easily. Twenty rooms will be needed the night before and a meeting room the day of the event. The hotel is forecast to sell out on October 31 but presently has rooms available. The smart manager asks whether October 31 is a firm date. If the date is flexible, the manager shifts the date to a period when the hotel is not projected to sell out and needs the business.
Create promotional events an object of promotion is to increase demand or, as we will learn later, to shift the demand curve to the left. During slow periods, creative promotions can be an effective way of building business. We discuss promotions later in the book.
Managing consistency- consistency means that customers will receive the expected product without unwanted surprise. Besides the aforementioned strategies, several models and frameworks have been developed to assist in making services marketing and management decisions at both the strategic and implementation levels. Two of these will now been discussed: these are the services marketing triangle and the services marketing mix. Both of these frameworks address the challenges inherent in services, and each of them can be used to assess and guide strategies, as well as provide a roadmap for implementation planning.

II. The services marketing triangle
The services marketing triangle shows the three interlinked groups that work together to develop, promote, and deliver services. 
	                 SERVICES MARKETING TRIANGLE	
Is a model that illustrates the three interlinking groups that work together to develop, promote, and deliver services: the company, the customer, and the provider



The key players – the company, the customers, and the providers – are labeled on the points of the triangle. Between these three points there are three types of marketing that must be successfully carried out for a service to succeed: external, interactive, and internal marketing. For all services, especially for tourism and hospitality services, all three types of marketing activities are essential for building and maintaining relationships. Through its external marketing efforts, a company makes promises to its customers regarding what they can expect and how it can be delivered. Traditional marketing activities (those explained in physical goods market) facilitate this type of marketing, but for services, other factors such as the service scape and the process itself help to establish customer expectations.
                                           Company 

      	
   	External
Internal	Marketing
Marketing

	
                                                                                               Customers 
Employees                 
                                   Interactive marketing                   
Figure 2.3: the three types of service marketing
Internal marketing: means that the service firm must orient and motivate its customer-contact employees and supporting service people to work as a term to provide customer satisfaction. It takes place through the enabling of promises. Promises are easy to make, but unless providers are recruited, trained, provided with tools and appropriate internal systems, and rewarded for good service, the promises may not be kept. Marketers must get everyone in the organization to be customer centered. In fact, internal marketing must precede external marketing. For example: motivating and rewarding high performance employees (company name).Internal service quality- superior employee selection and training, high quality work environment and strong support for those dealing with customers. All these suggest that service marketing requires more than just traditional marketing using 4Ps.
Interactive marketing:  is when service quality depends heavily on the quality of the buyer-seller interaction during the service encounter. Where as in product marketing, product quality often depends little on how the product is obtained. But in service marketing, quality depends on both the service deliverer and the quality of the service delivery. Interactive marketing occurs in the ‘moment of truth’ when the customer interacts with the organization and the service is produced and consumed. From the customer’s point of view, the most vivid impression of service occurs in the service encounter or the moment of truth. It is in these encounters that customers receive a snapshot of the organization’s service quality, and each encounter contributes to the customer’s overall satisfaction and willingness to do business with the organization again.  Thus, service marketers have to master interactive marketing skills. 
External marketing (making promises): through its external marketing efforts, a company makes promises to its customers regarding what they can expect and how it will be delivered. In a traditional marketing, activities such as advertising, sales promotion, special promotion, and pricing facilitate this type of marketing. However, for services other factors communicate the promise to customers. The service employees, the design and decor of the facility, and the service process itself also communicate and help to set customer expectations. Service guarantees and two-way communication (Particularly, in situations where promises can be negotiated and expectations can be managed on an individual basis) are additional ways of communicating service promises.  To realize the external marketing, business firms have to reflect effective communication tools as well skills.
	Activity 2.11
1. Explain the difference between Internal, Interactive and External marketing.
_____________________________________________________________________ . 
2. How hospitality marketers develop interactive marketing? Give at least one example. __________________________________________________________________.



III. Service marketing mix
The third most important model is the services marketing mix. It is the other way to begin addressing the challenges of services marketing by think creatively about the services marketing mix, through an expanded marketing mix for services.  
	                                       SERVICES MARKETING MIX
The original four Ps of the marketing mix - product, place, promotion, and price - plus the people, the physical evidence, and the process.



The marketing mix may be defined as ‘the mixture of controllable marketing variables that the firm uses to pursue the sought level of sales in the target market’ (Kotler, 1984). The original four Ps of the marketing mix, introduced by McCarthy (1981), are product, place, promotion, and price. Because services are usually produced and consumed simultaneously, customers are often part of the service production process. Also, because services are intangible, customers will often be looking for any tangible cue to help them understand the nature of the service experience. These facts have led service marketers to conclude that they can use additional variables to communicate with and satisfy their customers. Acknowledgement of the importance of these additional variables has led service marketers to adopt the concept of an expanded marketing mix for services. 
In addition to the traditional four Ps, the services marketing mix includes people, physical evidence, and process as shown in the table below.

	

Traditional 
4 P’s of Marketing
	   Product
	   Place
	  Promotion
	  Price

	
	Quality level, Warranties, Packaging, Warranties, Accessories, Branding, Product lines, Physical good features etc.
	Intermediaries, Channel type, Storage, Managing channels, Transportation, Outlet locations and the like.
	Training, Salespeople number, Promotion blend, Selection, Incentives, and so on
	Terms, Flexibility, Differentiation, Price level, Allowances, Discounts

	Additional
3 Ps of
Services
Marketing
	
       People 
	
     Physical evidence 
	
       Process
	

	
	Employees Recruiting, Customers, Training, Education, Motivation, Teamwork, Rewards…
	Facility design, Signage, Equipment, Employee dress, Facility design, Business cards, Reports Guarantees, etc.
	Flow of activities, Customer involvement, Simple, Complex,
Standardized, Customized, Number of steps…
	


           
Table 2.3: Expanded marketing mix for services
The people element of the service mix includes all human actors who play a part in service delivery and thus influence the buyer’s perceptions – namely the firm’s personnel, the customer, and other customers in the service environment. The physical evidence is the environment in which the service is delivered and where the firm and customer interact, and any tangible components that facilitate performance or communication of the service. Finally, the process is the actual procedures, mechanisms, and flow of activities by which the service is delivered. Table 2.3 gives some examples of tangible evidence or cues used by service organizations, the people and the process.
	Activity  2.12
1. What is the importance of adding expanded service mixes in marketing?
___________________________________________________________________________________________________________________________________________. 
2. Can they improve the profitability and quality of service industry? If your answer is yes how? If no why? Give a reason for your answer.________________________.
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[bookmark: _Toc15990425]Chapter summary
· A service is a set of one time consumable and perishable benefits delivered from the accountable service provider, mostly in close co-action with his/her  internal and external service suppliers, effectuated by distinct functions of technical systems and by distinct activities of individuals, respectively, commissioned according to the needs of his/her service consumers by the service customer from the accountable service provider, rendered individually to an authorized service consumer at his/her dedicated trigger, and, finally, consumed and utilized by the triggering service consumer for executing his/her upcoming business activity or private activity.
· An organization’s service culture is made up of many facets, each of which affects the customer and helps to determine the success or failure of customer service initiatives. 
·  There are around eight service cultures which help to define a successful organization such as, Service philosophy, Employee roles and expectations, Delivery system, Policies and procedures, management support, motivation and rewards, training, employee roles exception and Product and services.
· Service products are commonly distinguished from goods products by four unique characteristics: intangibility, inseparability, perishability and heterogeneity. 
· Due to several causes, services vary from time to time, employee to employee, company to company. Some these causes are; a) Services are produced and consumed simultaneously, b). Fluctuating demand, c) It dependency of services on the services provider’s skill,   d) Time/length of service/tiredness.,   e). Lack of communication,     and   f)   Heterogeneity of guest’s expectation.  Based on these and other nature of services, marketers have provided their own implications for each characteristic of services. These characteristics of services will pose distinctive marketing challenges for hospitality organizations such as; due to the intangibility nature of services hospitality firms may face challenges to reduce the feelings of uncertainty in consumers. Moreover, the Inseparability characteristics of services may challenge the management to manage the provider-customer and customer-customer interactions.  Furthermore, to manage the demand and supply levels Perishability of services creates some problems to the management and finally to manage the consistency of quality will be difficult due to services heterogeneity nature.
· Because of the challenging characteristics of services and other factors managing Strategies for Service Businesses is very important. Services can be managed in different ways. Some of the managing strategies are:
· The use of service profit chain: is the chain that links service firm profits with employee and customer satisfaction. It consists of five links; internal service quality, satisfied and productive service employees, greater service value, satisfied and loyal customers and healthy service profits and growth.
· Managing service Differentiation: Service firms need to develop differentiated offer.
· The services marketing triangle:  shows the three interlinked groups that work together to develop, promote, and deliver services. These key players are the company, the customers, and the providers. The triangle also suggests that three types of marketing must be successfully carried out for a service to succeed: external, interactive, and internal marketing. 
· Service marketing mix: The expanded marketing mix for services includes the traditional four Ps product, price, place, and promotion – as well as the more recently added people, physical evidence, and process. 
	 Self-Check Points
 Now it is time to test out whether you have grasped the basic concepts and issues discussed in this chapter. try to reflect on the following points and if you have a “No” answer for any of these points, you have to go back and thoroughly study the relevant section(s) further until you become familiar  with the subject matter.

	Now, are you able to …?
	Yes 
	No 

	Define Services
	
	

	List out and explain the characteristics of services 
	
	

	Distinguish  the difference between each characteristics of services 
	
	

	Explain the different elements of service culture
	
	

	Define what do we mean by service culture 
	
	

	Explain the challenges service characteristics in tourism and hospitality marketing 
	
	

	List out and explain the managing strategies Service Business
	
	


[bookmark: _Toc343019599]










[bookmark: _Toc15990426]Chapter review questions
Part I: Multiple Choice Questions
Instruction: Choose the best answer from the alternatives provided and Write the letter of your answer on your own separate sheet.
1. Services cannot be stored. This describes the _____ characteristic of services.
A. 
B. Variability
C. Inconsistency
D. Perishability
E. Inseparability

2. Among the following one describes employees' skills in serving the client.
A. 
B. Interactive marketing
C. Internal marketing
D. Communication marketing
E. External marketing

3. Which one of the following cannot be used as standard to specify services consistently and concisely?
A. Definitely registered and authorized service consumers
B. service consumer benefits
C. Service delivering readiness times
D. Service

4. Services are typically produced and consumed simultaneously, which characteristics of services expressed by this statement? 
A. 
B. Variability 
C. Pershability
D. Inseparability
E. Intangibility 

5. Added features of an offering express the ___ features of services.
A. 
B. Expected levels of services
C. Augmented level of services
D. Core  features of services
E. None of the above


6. The service that customers consider to obtain from a particular company before their purchase is known as;
A. 
B. Expected services  
C. Augmented products 
D. Primary services 
E. Secondary offers 


Part II: Explain the following questions briefly	
1. What are common management practices that hotels use to provide consistent product/services?
2. What are external, internal and interactive marketing? Discuss each and   provide an example of how a specific firm or service organization possibly will use these concepts to increase the effectiveness and efficiency of its services? 
3. Take a hospitality industry and discuss how they use the different service philosophies in their service provision? How the philosophies can differ from one hospitality organization to the other hospitality firm? Provide your own suggestion based on some of your observations. 
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[bookmark: _Toc15990429]Understanding Tourism and Hospitality Marketing
[bookmark: _Toc343019525][bookmark: _Toc15990430]Chapter Objectives
After completing this chapter, students should be able to:
· Understand the importance of consumer behavior within tourism marketing.
· Identify major factors influencing consumer behavior
· Understand the basic steps involved in the consumer buying process
· Identify the factors influencing corporate buyer behavior 
· Understand the behavior of business travelers
· Explain how business buyers make their buying decisions
· Explain the buying process of business markets 
· Understand some of the trends in consumer behavior influencing tourism marketing today.
· Appreciate the effects of information technology on tourism
· understand the most significant information communication technologies
(ICTs) in tourism	
· Explain what is meant by marketing research
· Identify the key stages in the marketing research process
· Understand how marketing research can be used for effective decision-making in the tourism industry.
[bookmark: _Toc343019526][bookmark: _Toc15990431]Chapter Introduction
Consumers do have their own buying behavior in their respective purchasing decisions. And these behaviors are actually influenced by different factors as culture in which a given consumer has been brought up, social factors, etc. This chapter therefore deals generally with factors that influence consumers business buying behavior, the purchasing process and so on. The chapter also demonstrates the ICT needs and requirements of tourism business and identifies what are the most critical functions for technology. Computer Reservation Systems (CRSs) and Global Distribution Systems (GDSs) are presented as the backbone of tourism distribution and management. In addition the internet and its contribution to tourism businesses are examined. Finally, the chapter introduces marketing research, its definition, and its role in the tourism and hospitality industry.

“We are living in a desire economy: The majority of people have all the things they need. So you have to ensure consumers feel they want what you have. Emotional pull is central to brand attractiveness, rather than functional product performance.”
                                                                        (Tamar Kasriel, the Henley Centre 2003)
	Activity 3.1

	What do you think is the concept of individual guest behavior?


[bookmark: _Toc15990432]3.1. Individual Guest Behavior	
The  cornerstone  of  marketing  theory  is  the  satisfaction  of  the  consumer.  Therefore, the marketer needs to understand three related aspects of consumer behavior analysis: consumer motivations, consumer typologies, and the consumer purchasing process.
Consumer behavior analysis: the study of why people buy the products they do and how they make decisions.
Most tourism and hospitality organizations have an imperfect picture of their customer, and few monitor patterns of consumer behavior at a level of detail necessary to remain competitive. Many organizations consider that they are sufficiently close to their visitors and therefore do not commit resources to more formal consumer studies. Others are constrained by limited marketing budgets and by the fact that researching consumer motivation and the buying process can be a time-consuming and difficult procedure. In fact, most organizations rely almost entirely on the scanning of secondary consumer data, combined with management observation and judgment. However, in a rapidly changing environment, conclusions drawn from secondary data can be out of date in no time. Consumer patterns recorded in 2008, for example, will most likely have changed by the year 2015, but many companies might still be using this type of information as a benchmark.

[bookmark: _Toc15990433]3.1.1. Factors influencing consumer behavior
[image: ]
Figure 3.1: Factors influencing consumer behavior 
Figure 3.1 shows the seven key factors that influence a consumer’s behavior. Motivation is often seen as a major determinant of consumer behavior, but cultural, personal, and social influences will also have an important effect on consumer purchases. Each of the influences in Figure 3.1 will be discussed here in turn.
i) Motivations
Motivations are  inner  drives  that  cause  people  to  take  action  to  satisfy  their  needs. Understanding consumer motivation is one of the most effective ways of gaining competitive differential advantage. Understanding the key triggers that lead to the purchase of a tourism or hospitality product, such as a visit to an attraction or a hotel booking, is recognized as one of the main factors in the success of competitive organizations. Central to most content theories of motivation is the concept of need. Needs are seen as the forces that arouse motivated behavior, and it is assumed that, to understand human motivation, it is necessary to discover what needs people have and how they can be fulfilled. Maslow, in 1943, was the first to attempt to do this  with  his  needs  hierarchy  theory,  now  the  best-known  of  all  motivation  theories (see Figure 3.2).
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Figure 3.2: Maslow’s hierarchy of needs
Needs: the gaps between what customers have and what they would like to have, seen as the force that arouses motivated behavior.
Maslow’s theory is that human needs are arranged in a hierarchy, from the most pressing to the least pressing; these needs, in order of importance, are physiological needs, safety needs, social needs, esteem needs, and self-actualization needs. One of the main reasons for the popularity of Maslow’s hierarchy of needs is its simplicity. A person tries to satisfy their most important need first. When that need is satisfied, it will stop being a motivator, and the person will then	 try to satisfy the next most important need. 
Other factors influencing motivation and purchase include learning, beliefs and attitudes, and perception. Learning refers to the way in which visitors receive and interpret a variety of stimuli.  People  gain  experience  through  taking  holidays,  by  listening  to  others,  and from a variety of other sources. From these experiences a consumer will develop a mental inventory of expectations about places – a catalogue of good and bad holiday experiences. These form the basis of learned criteria that will be recalled when selecting future holidays and destinations.
Beliefs refer to the thoughts that people have about most aspects of their life. As far as tourism is concerned, consumers will have beliefs about companies, products, and services, including tourism offerings and destinations. Such thoughts can be positive, such as trust or confidence in a certain hotel or tour guide, or negative, such as a feeling about lack of security on airlines, or fear of injury on the ski slopes.
Attitudes are more difficult to change, as they are ingrained feelings about various factors of an experience. Many people have a negative attitude towards flying, so airlines are attempting to convert non-flyers into flyers by holding special flying educational days to combat their fear. Similarly, theme parks hold seminars on combating the fear of rollercoaster rides – a session one psychologist described as helping people cope with their ‘weaker self’. 
Finally, perception is an overall mind-picture of the world, shaped by information that people filter and then retrieve. Thus, perception is inextricably bound to the concepts of bias and distortion. People choose to interpret different stimuli in different ways, ignoring some factors while enhancing others. This is known as selective perception. People often perceive tourism offerings in a way that compliments their self-image. In this way tourism products are viewed as bundles of benefits that are personal to the consumer. It is, however, through the technical factors (which are called ‘significative stimuli’) that the marketer can seek to change perceptions.
Consumer attitudes are a consumer’s enduring favorable or unfavorable cognitive evaluations, emotional feelings, and action tendencies toward some object or idea. As these attitudes and perceptions evolve, travel industry organizations must try to stay ahead without venturing too far off course. Some changes are evident years in advance – for example, few failed to anticipate the impact that aging baby boomers would have on the industry. Others changes, however, are unforeseeable. 
ii) Culture 
The second key factor from Figure 3.1 that influences a consumer’s behavior is culture. Culture can be defined as the norms, beliefs and rituals that are unique to each person. These different factors influence how we live, communicate, and think about certain things; culture can also dictate how a person will act in a certain situation. In terms of self-image and the satisfaction of underlying tensions, most people seek to satisfy their desires in a way that fits societal norms.
Awareness of cultural shifts is equally important. For example, smokers are increasingly being prohibited from smoking in social places, especially on transport carriers and in restaurants.
A complete and thorough appreciation of the origins (geography, history, political economy,  technology,  and  social  institutions)  and  elements  (cultural  values,  rituals,  symbols, beliefs, and ways of thinking) of culture may well be the single most important goal for a marketer in the preparation of international marketing plans and strategies (Cateora and Graham, 2005). 
Other aspects of culture that are appropriate to motivational studies include languages, societal practices, institutions, and subcultures.  The transmission of culture is primarily through  the  spoken  and  written  word,  but  also  through  symbolic  gestures,  including the ways in which people expect to be greeted by others. Cultural practices include how we  divide  the  day  and  our  attitudes  toward  opening  hours  for  shops  or  restaurants.
Institutions,  such  as  the  church,  the  media,  and  educational  systems  will  affect  cultural patterns. The church, for example, seeks to retain a special day for worship and hence is reluctant  to  sanction  secularization  of  this  day,  often  in  opposition  to  the  promoters  of tourism. Finally, most societies comprise a number of subcultures that exhibit variations of behavior as a result of ethnic or regional differentiation.
iii) Age and Gender
A traditional way of segmenting markets has been by age. For example, many travel suppliers are today targeting the growing senior market. This market is both lucrative and unique because it is less tied to seasonal travel, involves longer trips, and is not wedded to midweek or weekend travel, so it can boost occupancy rates for business and leisure travel operators. For the senior market, too, perceived value is much more important than price. After people retire, they may stay loyal to brand names they know best, but the price points will have to be suitable to a retirement income. 
In some societies gender can influence consumer behavior in terms of the roles men and women are expected to play. Gender segmentation has long been used in marketing clothing, hairdressing, cosmetics, and magazines. But more recently it has been applied to tourism and hospitality products and services. For example, the number of women travelling for work purposes has been growing steadily for two decades, and vocal women travelers have influenced the introduction of better-lit parking garages, higher-quality soaps and lotions in hotel bathrooms, and improved room-service fare. Travel industry experts say that women travelers are more demanding and discerning than their male counterparts. Their main concerns are safety and security, followed by comfort and convenience.
iv) Social Class 
Social class is still considered to be one of the most important external factors influencing consumer behavior. Social class is the position one occupies within society, and it is determined by such factors as income, wealth, education, occupation, family prestige, value of home and neighborhood. Social class is closely linked to the existence of social institutions. The role and status positions found within a society are influenced by the dictates of social institutions. The caste system in India is one such institution. The election of a low-caste person – formally called an ‘untouchable’ – as president made international news because it was such a departure from traditional Indian culture. Decades ago, touching or even glancing at an untouchable was considered enough to defile a Hindu of high status. Even though the caste system has been outlawed, it remains a visible part of the culture in India, and it is difficult for people to move out of the class into which they were born.
In the West, it is easier for people to move into social classes that differ from their families’. However, most developed countries still have a class system consisting of upper, middle, and lower classes. In the UK for example, the middle class has been expanding and is forecast to overtake the working class by 2020 as the largest social group. 
Marketers assume that people in one class buy different goods and services and for different reasons than people in other classes. As a rule, the higher the levels of disposable income people have, the more likely they are to travel, and premium income earners tend to be those people who have studied at a higher educational level. 
v) Lifestyle 
Marketers are increasingly segmenting their markets by consumer lifestyles. Lifestyle analysis examines the way people allocate time, energy and money. People coming from the same subculture, social class, and occupation may have quite different lifestyles. Lifestyle is a person's pattern of living as expressed in his or her psychographics. It involves consumers' major activities (work, hobbies, shopping, sports, social events), interests (food, fashion, family, recreation), and opinions (about themselves, social issues, business, products). Lifestyle captures something more than the person's social class or personality. It profiles a person's whole pattern of acting and interacting in the world. When used carefully, the lifestyle concept can help marketers understand changing consumer values and how they affect buying behavior. By profiling the way groups of people live, it is possible to predict their travel motivations and purchases.
vi) Life Cycle 
The concept of the family life cycle – the stages through which families might pass as they mature is based on the premise that when people live together, their way of life changes. Single people are likely to behave differently from couples, and if couples subsequently have children, their lifestyle changes more radically, as do their levels of financial and other commitment. Many authors have applied the life cycle model to tourism, suggesting that travel patterns and destinations vary as people move through their life cycle (Pearce, 1993). The model works well when investigating the traditional nuclear family composed of two parents and one or more children. It does not, however, purport to represent the increasing proportion of households that do not fall into this pattern, such as single-parent families, extended family networks, and those who remain single throughout their life. 
Tourists may also change their behavior patterns over time, so if the life cycle model is used to predict behavior, then trends in consumer behavior need to be monitored. 
vii) Reference Groups
Learning also takes place through sharing values and expectations with others in a variety of social reference groups, including the family, college, workplace or church.  This brings exposure to a normative set of values, i.e., those that set a tone as to how we should behave morally in society. For example, experienced travelers, who have been exposed to other cultures and to people who are less fortunate than they, are influencing the new trend of volunteer tourism.
The United Nations World Tourism Organization (UNWTO) and other tourism organizations that monitor trends in the travel industry say it is precisely the growing number of well-heeled, well-educated older travelers – people who are indeed concerned with ‘doing something good for society’ – that has been driving the demand for such developing niche markets as educational tourism, eco-tours, agri tourism, and cultural tourism. Travelers can take a ‘volunteer vacation’ and give their time and expertise to help in projects in developing countries. These trips aren’t free, but they’re often cheaper than conventional tours.
	Activity 3.2

	What characteristics mostly influence your buying behavior?


[bookmark: _Toc15990434]3.1.2 The consumer buying process
Before discussing the buying process, it is important to recognize that various buying situations will have an influence on this process. First of all, consumers are likely to display various levels of commitment, depending on the nature of the purchase. It has been suggested that there are three such levels: 
1. Extended problem solving: In this situation, such as the decision to take a long-haul holiday, the consumer is likely to have a deep level of commitment, to make detailed search for information, and to make an extensive comparison of the alternatives.
2. Limited  problem  solving:  In  this  situation,  the  consumer  will  have  some  degree  of knowledge  or  experience  already,  but  many  factors  will  be  taken  for  granted  and  the information search will be far more limited. A second holiday at a favorite skiing destination may be purchased in this way.
3. Habitual problem solving: This is a repeat purchase of a tried and tested short break or day excursion, which requires little or no evaluation. The purchase is made primarily on the basis of a previous satisfactory experience and a good understanding of the destination or brand name of the tourism or hospitality offering.
Given  the  variation  in  decision-making  styles,  it  is  difficult  to  propose  just  one  universal decision-making process for travelers.  Role adoption will influence the buying process, and it is proposed that there are five roles.
1. Initiator: the person who starts the purchasing process and who gathers information;
2. Influencer:  a  person  or  persons  who  expresses  preferences  in  choice  or  selection  of information – this can be a group of friends, relatives, or a partner;
3. Decider: the person who has the financial control and possibly the authority within a group of people to make the purchase;
4. Buyer: the person who actually makes the purchase, visits the travel agent, and obtains the tickets, etc.; and
5. User: the person or persons who consumes the purchase and actually goes on the trip.
The consumer buying process for tourism is often regarded as similar to that for other products and services. The assumption is that a consumer moves through a number of stages leading up to a purchase. Figure 3.3 outlines these stages.
	Activity 3.3

	Talk to several of your classmates about how they would choose a restaurant for a special occasion. What did you learn about the buyer decision process from these discussions?
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Figure 3.3: Consumer decision making process 
1. Problem recognition – The buying process begins with the buyer recognizes a problem or a need. Although the buyer’s need is sometimes triggered by internal stimuli (ex.  you  feel  hungry  now  and  need  to  eat),  it  can  also  be  triggered externally; for instance, a television advertisement on Jerusalem may trigger your need for a vacation. At this stage, hospitality marketers must identify such factors that trigger consumers’ problem recognition and deliberately relate their products and services as the best solutions for their customers. 
2. Information  search  –  At  this  stage,  the  buyer  seeks  information  about  the hospitality products and services.    Let’s continue with our previous example on the buyer’s need for vacation.    The buyer now may visit different travel agencies for information on packages to Jerusalem before making his/her final decision.    At the same time, the buyer may also talk to friends and family who have been to Jerusalem for more information. Therefore, hospitality marketers can take advantage of  this  stage  by  making  sure  that  such  information  is  readily  available  and accessible  to  customers,  and  most  importantly,  communicate  about  the  features and benefits of their products and services to customers through these sources.     
3. Evaluation  of  alternatives  –  The  buyer  is  now  ready  to  compare  information gathered  about  the  hospitality  products  and  services,  in  our  example,  the  buyer will evaluate the different travel packages to Jerusalem. There is no single process that can be used to explain how the buyer chooses among the alternatives. However, it is likely that the buyer will evaluate each travel package in terms of a variety of product attributes such as price, itinerary, airline, departing time, etc.  Knowing what  these  attributes  are  and  the  importance  that  consumers  attach  to  these attributes  should  enable  hospitality  organizations  to  come  up  with  effective marketing strategies at a later stage.   
4. Purchase decision – The buyer is now ready to commit to the alternative selected in the prior stage.  However,  hospitality  marketers  should  note  that  unexpected situations  may  still  occur  at  this  stage  that  lead  to  changes  in  consumers’  final purchase decisions. For instance, the buyer’s choice on the travel package to Jerusalem may change because of an unexpected car repair expense for the month.   
5. Post-purchase  behavior  –  Following  a  purchase,  the  buyer  may  (may  not)   repurchase  from  the  same  travel  agency  for  his/her  next  vacation  trip  based  on  his/her  previous  experience  with  the  company.  Hospitality  marketers need  to identify  customers’  post  purchase  behaviors  in  order  to  take  necessary  actions. For instance, the travel agency may ask the buyer to fill out a short survey about his/her overall impression on the trip to Jerusalem and his/her post-purchase intention.     
Before we move on to discuss the business market, note that consumers may not go through every stage of the process for every purchase. For instance, routine purchases such  as  fast  food  purchases  may  not  involve  information  search  and  evaluation  of alternatives. A relatively expensive purchase such as a vacation in Jerusalem may require the 5 stages and the whole process may take longer for customers to reach their final decisions. 
	Activity 3.4

	Can you also think of other hospitality-related examples that may or may not involve the five stages of the decision-making process?     


[bookmark: _Toc15990435]3.2. Corporate Buyer Behavior
Business market refers to organizations or buyers that purchase hospitality services for business purposes. What sorts of purposes would that be? You can see that organizational buyers actually purchase hospitality services for a wide variety of purposes. Within the business market, group business is especially  important  to  the  hospitality  industry  because  of  its  volume  of  business. Again, group market purchases hospitality services for different reasons such as for conventions, expositions, meetings, training, rewarding employees for their excellent work  performance,  or  any  other  purposes  pertaining  to  social,  educational,  and religious functions.
[bookmark: _Toc15990436]3.2.1. Factors Influencing Corporate Buyer
Similar to the consumer market, organizational buyers also tend to be influenced by many factors, and these are:   
1. Economic environmental factors – For instance, companies are not likely to give incentive  trips  to  their  employees  during  economic  downturn  period  because  of poor businesses.   
2. Organizational  factors  –  The  different  organizational  objectives,  policies, procedures,  buying  systems  and  so  forth  are  likely  to  influence  organizational purchase  decisions  for  hospitality  services.  For instance, a company may only allow their employees at the upper management level to stay at a 5-star hotel.   
3. Interpersonal  factors  –  Because  a  business  purchase  usually  involves  more participants  in  the  buying  process,  it  is  important  for  hospitality  marketers  to understand the group dynamics. For instance, the person contacted the hotel may not have authority to make the final purchase decision.   
4. Individual  factors  –  Participants  in  the  business  buying  process  may  differ  in terms of their buying motivations, preferences, and perceptions. Each participant’s personal factors such as age, education, personality, attitudes towards risks etc. are likely to influence the buying process.   
[bookmark: _Toc15990437]3.2.2. Decision Making for Organizations
Tourism  marketers  need  to  understand  both  the  decision  criteria  used  and  the  decision making  process  undergone  by  groups  and  organizations  in  buying  tourism  services.  The process is likely to be quite different for group buyers, and there can be many individuals or groups involved in making decisions for the conference market.  These include the users, influencers, deciders and buyers.  It  has  been  argued  that  in  order  to  close  a  sale  within  a business-to-business  market,  the  supplier  has  to  identify  and  satisfy  all  stakeholders  in  the decision-making unit.
A marketer will also need to understand the buying process for organizations. The conference market, for example, follows a pattern of group decision-making, and the ‘buy phases’. These buy phases sometimes take a long period of time, depending on the size of the conference or the complexity of arrangements, with lead times of two or three years in some instances and longer ones for mega-events such as the World Cup soccer tournament. 
The process is also affected by the nature of the purchase, as it can be a new purchase, a modified re-buy, or a straight re-buy. A new purchase involves a high degree of risk, as the client is buying a facility or service for the first time. A modified re-buy is less risky, as the client has bought a service offering before, perhaps at another hotel or conference Centre within the group, but now seeks to modify the purchase. This might mean a new venue or new specifications for service levels. The straight re-buy is the least risky purchase situation, as it involves, for example, re-ordering a service at the same venue.
Having identified the key decision-makers and phases in the purchase process, the marketer  must  then  establish which  criteria  these  decision-makers  have  used  to  differentiate between suppliers. Webster and Wind suggest that four main factors influence the decision making criteria of organizational buyers: environmental, organizational, interpersonal, and individual. These factors are constantly changing, so it is essential to re-evaluate market trends frequently.
3.2.3. [bookmark: _Toc15990438]Buying Process of the Business Market	
As compared to the consumer market, the buying process of the business market tends to be more formalized and complex since it involves more participants. Keep in mind that  the  final  users  of  the  hospitality  products  and  services  may  not  be  the  same persons who have the authority to select the hospitality organizations and arrange the terms of purchase, or have the final say on the purchases. Therefore, it is important for hospitality  marketers  specializing  on  group  businesses  to  understand  who  these participants are and their specific roles in the buying process.     
As mentioned above, the organizational purchase decision-making process is slightly different from the consumer market; the process is more complicated and it requires more professional effort. Table 3.1 and Figure 3.4 illustrate this process using a scenario where a company intends to provide a series of training for its sales persons in a hotel.     
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Figure 3.4: Business market buying process
	Activity 3.5

	Go to the Internet site of a travel company that has a separate section for group or organizational purchases. How does the information in this section differ from its consumer site?



[image: ]Table 3.1: Buying process of the business market
Before we leave this section, it is imperative to highlight a few points concerning the buying process for the business market: 
· There is more emphasis on specifications. 
· Organizational buyers tend to be professional buyers with an extensive knowledge of the product. Therefore, the process tends to be longer. 
· There are more negotiations in the process.     
· Organizational buyers tend to purchase in large volumes (e.g.  10 or more hotel rooms). 
· Repeat business is likely as long as the performance review is satisfactory. 
· Last  but  not  least,  the  process  often  involves  more  than  one  individual; therefore, a group of people will influence the buying decisions.    
[bookmark: _Toc15990439]3.2.4. The Behavior of Business Travelers	
The behavior of business travelers is significantly different from that of leisure travelers. In fact, according to experts, executives do not see travel as a perk but rather as another source of stress (Cohen, 2000). They feel that they have no proper balance between home and work life, and that this causes problems in their relationships with partners and children. And it is not just the business traveler who suffers. One study found that people whose spouses travel frequently  on  business  suffer  more  mental  health  problems  than  those  whose  partners remain at home (Tong, 2002). Short, frequent trips away from home have a worse effect on people than longer, less frequent trips. The study recommended that workers travel no more than 90 days a year and that companies allow employees to refuse too many trips; it also suggested  video-conferencing  and  flexible  work  arrangements  as  substitutes  for  travel. Unfortunately, few businesses pay attention to the damaging effect travel can have on their employees. The paradox is that travel costs the company money, and much business travel has been made redundant by modern communication technologies such as telephone and video-conferencing.
Airlines spend a lot of time and money trying to understand the needs of their business travelers. The group is not necessarily unified in terms of age, dress, or tastes, or in terms  of  what  its  members  want  to  do  or  have  in  business  class.  Whether a flight is inbound  for  business  or  outbound  for  home  makes  a  difference  to  what  a  customer expects, and the key for airlines is to offer their customers the ability to work or play. Work-related technology – laptop power plugs and in-air phones – are obligatory for any airline interested in attracting the business traveler. For passengers’ downtime, not much has changed: movies, food and drink remain required staples. The selection in the last category has become much broader, due in part to the fact that 30 to 40 per cent of frequent business passengers are women, and women don’t always want a beer or a soft drink. One factor that is consistent among all passengers, however, is the need for space, and airlines are always looking for ways to increase personal space for passengers. Space is an equally important service consideration on the ground. It is standard to isolate first or business class passengers from those flying economy with special lounges and facilities devoted to their needs. Computer hook-ups, boardrooms, and entertainment centers are now standard requirements.
[bookmark: _Toc15990440]3.3. Information Systems and Marketing Research
[bookmark: _Toc15990441]3.3.1. Information Systems	
	3.3.1.1. ICTs and tourism dynamic interaction
Information technology has revolutionized both the global economy and tourism management. The development of powerful personal computing systems in the 1980s provided individuals with reliable, powerful and affordable machines that improved personal effectiveness. Mainframes or mini-computers supported corporations in automating a number of internal processes and in expanding their operational capacity. The automated industrial production enabled a greater total output as well as better planning and quality control. This led to the manufacturing of sufficient products to cover the increasing demand, on top of the development of new standardized and consistent commodities, which could be traded at a global level. Productivity was increased dramatically by taking advantage of the emerging tools and gradually workers were able to concentrate on ‘lighter’ but more intelligent work, leaving hard labor to machinery. The proliferation of the internet in the 1990s enabled the networking of computers globally and access to multimedia information and knowledge sources. As a result, the way we live and work in most societies around the globe was significantly altered. As a whole range of organizational capabilities changed rapidly during the technological revolution,  organizations  were  forced  to  re-engineer  their  processes  in  order  to  take advantage of the new potentials and improve their competitiveness (Buhalis, 2003). 
Information  Technology  (IT)  is  one  of  the  external  environment  elements  for tourism, travel and hospitality, although in recent years technological developments have supported tourism innovation and vice versa. ICTs have become an imperative partner and they increasingly offer the interface between consumers and suppliers globally. Tourism and technology therefore go hand in hand together. The tourism system is inevitably influenced by the new business environment created by the diffusion of ICTs. Poon (1993) has argued ‘Tourism is a very information intensive activity. In few other areas of activity are the generation, gathering, processing, application and communication of information as important for day-to-day operations as they are for the travel and tourism industry’. Communications and information transmission tools are indispensable to the marketing of the tourism industry (Sheldon, 1997).
■ Tourism business ICT needs and requirements	
Tourism businesses need to enhance their competitiveness by employing the emerging tools and re-engineering all processes. Tourism businesses need to become more flexible, more efficient and quicker in responding to consumer requests. The ICT revolution offers a variety of tools and mechanisms that allow innovative and dynamic players to take advantage and strengthen their competitiveness. 
The tourism industry has long been regarded as a labor-intensive industry following traditional processes and practices. The continuous development of ICTs during the last decade has had profound implications for the whole tourism industry. Innovative ICTs provide the tools and enable the evolution of tourism demand and supply. ICTs incorporate not only software, hardware and Netware but also information, management and telecommunication systems to enable the processing and flow of tourism information within and between organizations. The use of ICTs in tourism businesses digitizes all processes and value chains in the tourism, travel, hospitality and catering industries. All business functions sales and marketing,  finance  and  accounting,  human  resource  management,  procurement, research and development, and production, as well as strategy and planning for all sectors of the tourism industry, including tourism, travel, transport, leisure, hospitality, principals, intermediaries and public sector organizations – are influenced by the emerging capabilities of ICTs.
At the tactical level, this includes e-commerce and applies ICTs for maximizing the efficiency and effectiveness of the tourism organization. In addition to data processing and automation requirements, technological innovations enable the use of ICTs for strategic and tactical management and purposes. ICTs enable tourism organizations to have a global presence as well as to formulate partnerships with organizations around the world in an efficient and cost-effective manner. Constant interactivity with consumers and partners supports flexible and competitive pricing, which can maximize the yield of enterprises. Monitoring sales by the minute allows marketers to undertake the appropriate adjustments to the product and price or/and to initiate promotional campaigns in order to maximize sales. ICTs can also assist the reduction of operation and communication costs. In addition, ICTs offer unique opportunities for research and development, which enable the industry to provide specialized products to niche markets, thus achieving competitive advantage through differentiation.
At the strategic level, e-tourism revolutionizes all business processes – the entire value chain as well as the strategic relationships of tourism organizations with all their stakeholders (Buhalis, 2003). As with other industries, ICT’s penetration into tourism should provide strategic tools for the networking of the industry, for adding value to products and for enabling organizations to interact with all stakeholders in a profitable way. In addition, ICTs can improve the managerial processes in order to ameliorate control and decision-making procedures, and to support enterprises to react efficiently to environmental changes and consumer behavior trends. Increasingly ICTs play a critical role in customer relationship management as they enable organizations to interact with customers  and  continuously  alter  their  product  for  meeting  and  exceeding  customer expectations. Managing customer relationships on a continuous and global basis is of paramount importance for the successful tourism organization of the future. The strategic dimension gradually propels the business process re-engineering of tourism businesses, changing all operational and strategic processes. Innovative ICTs therefore transform the best operational practices and provide opportunities for business expansion in all geographical, marketing, and operational senses.



3.3.1.2. Information communication technologies used in tourism businesses
The tourism industry uses the full range of ICTs to facilitate its operations and management and to facilitate the value system (Werthner and Klein, 1999). As demonstrated in Table 3.1 these include a combination of:
■ Hardware;
■ Software and computer applications;
■ Communications (including telecommunications) and networking
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Table 3.2: Information technologies used in tourism
Technological solutions are normally incorporated to increase efficiency and reduce the cost and time required for undertaking particular activities and processes. Based on the technologies given in Table 3.2 a wide range of information technologies applications are used in the tourism and hospitality industries, as illustrated in Table 3.3. Although each of these systems may be standing alone, it is their integration to a comprehensive information management system that can maximize their operational effectiveness and enable them to contribute to the organizational strategic competitiveness.
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Table 3.3: Information technology systems and applications used in tourism
Traditionally technological solutions have been used as standalone entities and until recently a fairly low level of technological integration was evident. However, the use of ICTs in tourism and hospitality has been pervasive as information is essential for both the day-to-day operations and the strategic management of tourism. As demonstrated in Table 3.4, technology supports vital everyday functions and enables organizations to communicate and cooperate with other tourism and hospitality enterprises, their consumers as well as their partners and suppliers. 
These functions are not only part of the core business of the organization but also inform strategic considerations as they determine competitiveness and the ability to grow. It is evident therefore that the entire range of business functions has been changed dramatically as a result of the ICT revolution.
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Table 3.4: Critical tourism and hospitality functions supported by ICTs 
3.3.1.3. Computer Reservation Systems (CRSs) and Global Distribution Systems (GDSs) as the backbone of tourism distribution
The rapid growth of both tourism demand and supply in the last decades has demonstrated that the industry could only be managed by powerful computerized systems. CRSs are often used as an umbrella term, which includes the entire variety of systems used. Various CRS categories and types will be examined. CRSs are essentially computerized systems which assist tourism enterprises with handling and distributing their inventories profitably. They normally use mainframes and extensive networks to support many remote terminals. CRSs are normally operated by tourist producers such as airlines, hotels and tour operators and are distributed nationally or globally, via computerized or video text systems. The instant update of the information and the ability to provide specific information and support reservation/confirmation/purchase of a wide range of tourism products are the greatest advantages of a CRS. However, the installation and usage costs and lack of user-friendliness are significant disadvantages. CRSs originally appeared in the early 1960s, aiming to offer airlines an efficient tool for handling and managing inventory. Airlines were the pioneers to introduce this technology, as they replaced their manual booking systems with electronic databases. Soon, international hotel chains and tour operators realized the potential and followed by developing centralized information and reservation systems. CRSs can provide important strategic tools for tourism enterprises, while they can also form autonomous strategic business units (SBUs) and act as a new independent tourism distribution industry (Sheldon, 1997).
Since the 1980s, airlines CRSs have experienced a great expansion, which affects almost all tourism enterprises. Airline CRSs emerged to become Global Distribution Systems (GDSs), incorporating a comprehensive range of services and products and providing a global distribution info structure for the entire industry. As demonstrated in Table 3.5 the need for GDSs arises from both the demand and supply sides as well as from the expansion of the tourism industry in the last decades. CRSs and GDSs were the most important facilitators of tourism industry changes until the arrival of the internet, as they provided a comprehensive travel marketing and distribution system and were often called ‘travel supermarkets’ (Go, 1992). 
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Table 3.5: Drivers which have supported the use of CRSs and GDSs as part of tourism and hospitality globalization.  
GDSs were utilized to facilitate and manage the drastic expansion of tourism enterprises and destinations globally. GDSs comprise the backbone of the tourism industry as they connect the vast majority of the tourism suppliers with the travel trade and tourism intermediaries. They enable immediate itinerary building and reservation confirmations while offering a comprehensive mechanism for commission settling and legal documentation. Therefore GDSs are often characterized as the ‘circulation system’ of the tourism product in the international market. Table 3.6 demonstrates the main GDS benefits for different stakeholders.
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Table 3.6: GDS benefits for different stakeholders 
	Activity 3.6

	How important is information system for tourism and hospitality organizations? Give examples to support your answer.



3.3.1.4. The internet and tourism business
The rapid development of the internet in the late 1990s revolutionized the tourism industry in general. The sheer growth of e-commerce and consumer acceptance means that companies which do not embrace this new way of doing things will be left out in the cold. Consumers who cannot find their favorite company on the internet will simply go somewhere else. Organizations can raise a number of key benefits by adopting an enterprise-wide internet and e-commerce strategy. These benefits can be classified as: growth, protection, differentiation, management of change and developing trust. It is critical to integrate online tools and strategies with the offline world though and particularly to re-engineer all processes and practices in order to maximize benefits. Synergies between functions, processes and practices can enable organizations to redesign their value-added chain and enhance their competitiveness.
Implications are evident in the distribution of products and services, while revolutionary methods of interactivity between producers and consumers are initiated. Information, speed and interactivity become part of the core product for all enterprises worldwide and their competitiveness will be assessed according to their ability to outperform both traditional competitors and new comers. The internet enables business to deliver real-time information to the point of customer contact without any regard for geographical boundaries. This frequently reduces the buying cycle and improves the time-to-market of new products and services. As these developments are extremely dynamic, strategic planners need constantly to follow the major trends in the new environment and assess how they can benefit from the new opportunities emerging (Turban et al., 2002; Porter, 2001).In tourism, the internet instantly bridged the gap between consumers and businesses enabling interactive communication and trade. 
	Activity 3.7

	Pick two Internet websites that in the same type of hospitality or tourism organization. For example, go to two hotels or dining outlets, and comment on the websites. Describe what are the strengths and weaknesses for the two websites and provide recommendations of how it can be improved.



[bookmark: _Toc15990442]3.3.2. Marketing Research
Research should form the basis of an ongoing system for gathering data about a company, its products and its markets. Often, managers, in the course of their everyday duties, gather intelligence informally and subconsciously by observing, listening to discussions, talking to colleagues in the industry, and reading trade journals and papers. Valuable as this process is, it should be supported by more formal procedures carried out in a systematic and scientific manner. The way in which an organization gathers, uses, and disseminates its research in the marketing context is generally referred to as the marketing information system (MIS). The success of MIS depends on the quality of the information, its accuracy and relevance, and the way it is collected, interpreted, and applied. A key component of the MIS is the marketing research process.
Researchers and managers seldom address the question of what constitutes marketing research. This chapter adopts the term marketing research exclusively, defining it as the systematic and objective search for and analysis of information relevant to the identification and solution of any problem in the field of marketing (Green et al., 1988).
According to (McIntosh et al.1995), there are six reasons for conducting tourism and hospitality research:
1. To identify, describe, and solve problems in order to increase the efficiencies of day-to-day tourism operations;
2. To  keep  tourism  and  hospitality  firms  in  touch  with  trends,  changes,  predictions,  etc. related to their markets;
3. To reduce the waste produced by tourists and tourist organizations;
4. To develop new areas of profit by finding new products, services, markets, etc.;
5. To help promote sales in situations where research findings are of interest to the public; and
6. To develop goodwill, as the public thinks well of firms that are doing research in order to meet consumers’ needs.
Unfortunately,  in  tourism  and  hospitality  many  smaller  organizations  feel  that  ‘real’ marketing research is a costly and time-consuming luxury only available to large companies that have professional research staff, sophisticated computers, and almost unlimited budgets. Other organizations see marketing research as something to be undertaken when a major event is about to occur – the introduction of a new product, the acquisition of a new property, or a change in target markets. Its value at these junctures is recognized, but its ability to contribute to an organization’s success on a day-to-day basis is often overlooked. Another common problem in the tourism industry is that organizations are not making full use of the information that already exists, which can easily be accessed. Disney was guilty of this when it developed its Paris theme park (see Global Spotlight). Sometimes information is available and studies are done, but the results are either ignored or not fully considered in the final decision-making process.  This lack of attention happens when the information is not in accord with the prevailing view of management or when the information has not been properly analyzed and clearly presented.

3.3.2.1. Applied research in tourism and hospitality	
Most marketing research is classified as applied research, which is undertaken to answer specific questions. It differs from pure research (done by scientists at universities or by government authorities), which is aimed at the discovery of new information. Applied research in tourism and hospitality can be grouped into eight categories: research on consumers; research on products and services; research on pricing; research on place and distribution; research on promotion; research on competition; research on the operating environment; and research on a destination. Table 3.7 lists some of the typical research programs undertaken within these categories.  
[image: ]Table Table 3.7: Applied research types in tourism and hospitality

	Activity 3.8

	If you owned a high-class restaurant and wanted to improve the level of service offered by your staff, how could applied research help you accomplish your goal?



3.3.2.2. Stages in the research process
In undertaking research, there are a number of steps that should be followed, as outlined in Figure 3.6.
[image: ]
Figure 3.6: Stages in the research process
1. Identifying and defining the problem
Before beginning the task of gathering information, it is first necessary to identify the problem for which research is required. This step is crucial to ensure that any information collected is relevant. As well as formulating an aim, specific research questions (objectives) should be stipulated at the outset. These objectives will determine the type of information required.
2. Investigating available sources
There is little point in embarking upon a research program involving the collection of primary data if that information is already available. Seeking out available information involves a search of internal data generated and recorded by the organization as well as an examination of secondary sources. Such information should then be assessed to establish the extent to which the research questions can be tackled using this information alone.
3. Developing the research plan
Specific information should be determined from the research objectives. Research objectives must be translated into specific information needs. Two types of data may be used to meet the manager’s information needs: secondary data, consisting of information that already exists somewhere, having been collected for another purpose, and primary data, consisting of information collected for the specific purpose at hand.
4. Data collection
Upon development of a research plan, data should be collected using the method(s) selected. The data collection phase of the marketing research process is generally the most expensive and the one most frequently subject to error. Great care should be taken to avoid bias, which, if introduced, could render results meaningless. This is a particular problem associated with interview and observation methods.
5. Data analysis
The collected data must be processed and analyzed to extract important information and findings. The methods used and the type of information collected will determine the analysis needed. Raw data taken from questionnaires, in-depth interviews, checklists, etc. need to be recorded, analyzed, and interpreted. Researchers are constantly searching for similarities and differences, for groupings, patterns, and items of particular significance. Commonly used statistical packages among tourism researchers are SPSS (Statistical Package for the Social Sciences) and NCSS (Number Cruncher Statistical System). These packages are continually being monitored, reviewed and updated to reflect the process of continuous evolution in computer software.
6. Presenting research results
Information needs to be tabulated and interpreted, so that recommendations can be made regarding an appropriate course of action. This will almost certainly involve the presentation of a report that summarizes the results of the research, which enables the management of the organization to make decisions based on the newly acquired information.
3.3.2.3 Research Methodology
The increased importance of tourism management decision-making has caused more attention to be focused on the theories and methodologies of the tourism research process. The current theme has emerged in travel research literature concerning the appropriateness of specific types of tourism research and certain methodological applications.
There are several approaches to collecting data, but two key decisions that have to be made are as follows:
1. Primary versus secondary data: In planning a research project, it is sensible to consider whether it is worth going to the expense of collecting new information (primary data, where the researcher is the primary user) or whether existing data (secondary data, where the researcher is the secondary user) will be sufficient. In practice, it may be necessary to collect both types of information. 
2. Qualitative versus quantitative research: Qualitative research methods and techniques give rise to qualitative (subjective) information, whereas quantitative research is research to which numerical (empirical) estimates can be attached. There has been much debate recently about appropriate methods for leisure research, with some authors arguing for extended use of qualitative research over quantitative research. In tourism research, quantitative and qualitative research approaches seem to co-exist without the apparent rivalry seen in leisure studies. It is possible for research to be conducted entirely quantitatively, entirely qualitatively, or using a mixture of both. In fact, it is common for large-scale quantitative research to be planned on the basis of prior exploratory qualitative studies. Both research methods possess distinct limitations and weaknesses, but both also have redeeming characteristics. The choice between the two must be determined by the situation in which research takes place.
3.3.2.4 Sampling
Because of the expenses associated with research, marketing managers often find themselves grappling with the question of how many people must be surveyed in order to obtain accurate responses. It is almost impossible – and not very cost effective – to interview every product user or potential product user. Therefore, a company’s decisions are based on the opinions and reactions of a sample of the population.
The sample selection process is as follows:
1. Defining the population: The first stage in the sampling process is specification of the target population.
2. Specifying the sample frame: This is a specification of the listing, directory, or roster from which the sample will be chosen.
3. Selecting the sampling method: The researcher has to decide whether a probability or non-probability approach will be applied to draw the sample, and exactly how the sample members will be selected. There is a wide range of both probability and non-probability sampling methods. 
4. Determining sample size: The selection of sample size has received considerable attention from critics of tourism research. Large-scale data collection is very costly, and quite often not needed.
5. Drawing the sample and collecting the data: The final stage in the sampling process is the implementation stage, in which the sample is chosen and surveyed.
The sampling procedure adopted will have a direct impact on the validity of the results, so if the survey is to be the principal tool for data collection, careful consideration must be given to the technique employed and the sample size chosen.
3.3.2.5 Effective use of marketing research in decision-making
There is little doubt that in an industry as dynamic and expansive as tourism, research must play a critical role in its development. Not only should research be undertaken by every organization, whether large or small, to assist in the task of practical decision-making at a strategic level, but it should also be acknowledged as important at the academic level for its shedding of valuable light on the development of tourism on a global basis. For research to be worthwhile, it has to be acted upon. 
Research is never an exact science, but it can reduce the margins of error to the subject. The feasibility study, for example, is an essential prerequisite to any new project, whether it is the launch of a new company, the introduction of a new logo, or the development of a new product. 
Above all, the success of research will be contingent on three conditions:
1. Sufficient resources must be allocated to do the job properly, both in terms of time and money;
2. Managers must be willing to believe the results of the research when they become available, even if they conflict with the management’s own preconceived views;
3. The results should be used. All too frequently, research is commissioned in order to avoid making an immediate decision. Expensively commissioned research is then left to gather dust in a drawer instead of being used to enable managers to make better decisions on the future direction of the company.
	Activity 3.9

	Do some research and find an example of a local tourism or hospitality organization that has recently published research results. How have they used the results for decision-making?
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[bookmark: _Toc15990443]Chapter summary
· Understanding the consumer’s needs and buying process is the foundation of successful marketing. By understanding the buyer’s decision-making process, the various participants in the buying procedure and the major influences on buying behavior, marketers can acquire many clues about how to meet buyer needs. The key factors that influence consumer behavior are motivation, culture, age and gender, social class, lifestyle, life cycle, and reference groups.
· It has been suggested that there are three levels of buying commitment, which are dependent on the nature of the purchase: extended problem solving, limited problem solving and habitual problem solving. It is also proposed that there are five buying roles: initiator, influencer, decider, buyer and user. A consumer moves through a number of stages leading up to purchase: Problem recognition, information search, evaluation of alternatives, purchase decision and post-purchase behavior.
· A marketer will also need to understand the buying phases for organizations. The conference market, for example, follows a pattern of group decision-making, and then ‘buy phase’ has been described as follows: problem recognition, general need description, product specification, supplier search, proposal solicitation, supplier selection, order routine specification and performance review.
· The behavior of business travelers is significantly different from that of leisure travelers. For example, business travelers do not see travel as a perk but rather as another source of stress. Hence some sectors of the tourism industry, such as airlines, are spending considerable effort trying to understand the needs of their business travelers.
· The emerging ICT developments have direct impacts on the competitiveness of enterprises, as they determine the two fundamental roots to competitive advantage, i.e. differentiation and cost advantage. On the one hand, ICTs enable tourism businesses to differentiate and specialize their products to each consumer. By un wrapping the tourism product and by enabling consumers to put together all the elements for their individual needs, ICTs offer the opportunity to target the market segment of one, i.e. each individual customer. This is only possible because ICTs support flexible and responsive value-added chains and empower consumers to repackage products through endless combinations. On the other hand, ICTs become instrumental to cost management in the industry and particularly for the distribution and promotion costs. Organizations around the world have reduced their costs by reducing commission to intermediaries, whether by trading directly from their web page, by paying lower distribution fees to electronic intermediaries, or by cutting commission levels and fees. In addition, redesigning processes and eliminating repetitive tasks reduced labor costs and increased efficiency.
· As the vast majority of the wealthy people in the Western world are cash-rich and time-poor a new source of competitive advantage is emerging. Perhaps more importantly for tourism, ICTs can support value for time and generate time-related competitive advantages. Technology assists organizations to share information internally and with partners rapidly. Hence it maximizes their efficiency and their ability to interact constantly with consumers and tourism suppliers. Consumers can interact, trade and communicate with tourism businesses from their office or home using the internet, on a 24-hour, 365-day-a-year basis. Instant confirmation and purchasing means that consumers can also maximize their own efficiency, and as a result, appreciate the competitive advantage of organizations based on time.
· In undertaking research, these steps should be followed: identify and define the problem; investigate available sources; develop the research plan; collect data; analyze data; and present research results. There are several approaches to collecting data, but two key decisions that have to be made are whether to use primary or secondary data and whether to use qualitative or quantitative research. The sample selection process is as follows: define the population; specify the sample frame; select the sampling method; determine sample size; draw the sample and collect the data. The success of research will be contingent on three conditions: sufficient resources must be allocated to do the job properly, both in terms of time and money; managers must be willing to believe the results of the research when they become available; and the results should be used.

	Self-Check Points
This is the end of the third chapter. Now it is time to test out whether you have grasped the basic concepts and issues discussed in this chapter. Hence, try to reflect on the following points and if you have a “No” answer for any of these points, you have to go back and thoroughly study the relevant section(s) further until you are acquainted with the subject matter.

	Now, are you able to …?
	Yes
	No

	Understand consumer buying behavior?
	
	

	Identify major factors influencing consumer-buying behavior?
	
	

	Discuss the basic steps involved in buying process?
	
	

	Differentiate between corporate buyer behavior and consumer buyer behavior?  
	
	

	Explain the behavior of business travelers? 
	
	

	Explain major influences on organizational buyers?
	
	

	Discuss how business buyers make their buying decisions?
	
	

	Identify the buying process of the business market?
	
	

	Explain the applications and benefits of information communication technologies for tourism and hospitality marketing?
	
	

	Differentiate between computer reservation systems(CRSs) and global distribution systems(GDSs)
	
	

	Define marketing research?
	
	

	Discuss data sources?
	
	

	Identify different types of applied researches?
	
	

	Discuss the stages in the research process?
	
	



[bookmark: _Toc343019540][bookmark: _Toc15990444]Chapter review questions
1. Discuss the roles that each member of the family plays in the decision making process when choosing a holiday. Is there any evidence that children play an influential role?
2. Talk to several of your classmates about how they would choose a restaurant for a special occasion. What did you learn about the buyer decision process from these discussions?
3. Discuss how a consumer goes through the buyer decision process when choosing a hotel.
4. Identify the major factors that influence business buyer behavior.
5. List and define the steps in the business buying decision process.
6. Visit a hotel or a restaurant website that contains information about its guest frequent program. In your opinion, how effective is the program in developing guest loyalty and why do you think so?
7. After reading this chapter, explain how the internet is impacting the marketing of tourism and hospitality products and services.
8. Take a look at an existing website for a particular tourism or hospitality organization and make a list of the strengths & weaknesses of the website. How would you improve it?
9. How does secondary data differ from primary data, and what are the main sources of tourism secondary data in our country?
10. Differentiate between qualitative and quantitative research and give specific examples of how each could be used by a hotel.
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[bookmark: _Toc15990447]Strategic Tourism and Hospitality Activities
[bookmark: _Toc15990448]Chapter Objectives
After completing this chapter, students should be able to:
· Discuss the concept of Marketing Plan;
·  Why marketing plan is important; 
· Identify the different aspects that are typically found in a Marketing Plan; 
· How marketing planning is conducted in various sectors of the tourism industry;
· Understand the importance ethics, Law and Government in hospitality marketing 
· Defining the term Entrepreneurship, creativity, and innovation in tourism and hospitality marketing 
[bookmark: _Toc343019508][bookmark: _Toc15990449]Chapter Introduction
Dear learner in this section we will study about marketing planning which is very much important for successful operation of organizations. The chapter assesses variety areas related to planning and core components of its activities. Moreover, we will discover many forces in the environment that influences marketing activities. To understand marketing, and to develop effective marketing plan, we must first understand the context in which marketing operates. Segmentation, Targeting and Positioning strategies will be also discussed. Finally, we will go through the importance of ethics, law and government and entrepreneurship, creativity and innovation for tourism and hospitality marketing.
4.1 [bookmark: _Toc15990450]Marketing Planning
Marketing plan is the action plan that outlines the various steps involved to meet the predetermined objectives. Objectives are established for each key result area and then a strategy or tactic is developed as an action plan for how to meet the objective. In other words Marketing plan is a road map that the Marketing department of a company developed to bring the product and services it wants to the market. The Marketing department devises such a plan based on its budget and the market research it conducts. The plan also needs to match the company’s overall mission and strategic objectives. Without the plan, marketing efforts will become piecemeal and ad hoc and would be up to luck whether the company would achieve the desired performance.
As the term marketing plan is widely used to mean a short-term plan for two years or less, this chapter is devoted to the development of such plans. A strategic marketing plan, on the other hand, is different, as it covers three or more years. A marketing plan serves a number of purposes within any tourism organization. It provides a road map for all future marketing activities of the firm; it ensures that marketing activities are aligned with the corporate strategic plan; it forces marketing managers to review and think through all steps in the marketing process objectively; it assists in the budgeting process to match resources with marketing objectives; and it creates a process to monitor actual against expected results. There are two parts in the Marketing plan:

The first part involves a good understanding of the aspects in the external environment so we can offer a product or services that the market wants. These aspects include: Analyzing marketing opportunities and challenges, analyzing your markets, market segmentation, and conducting market research.

For the second part, the company will use the information gathered in the first part to form basis to decide on the optimum marketing mix (the 8 Ps). As you already discussed in the first chapter, the 8 Ps are Product mix, Price mix, Place mix, Promotion mix, People, Packaging, Programming, and Partnership.
	Activity 4.1
What do we mean by marketing plan? 
What is the difference between marketing plan and strategic marketing plan? Discuss them briefly and give an example of both strategic marketing plan and marketing plan in your own explanation.  ________________________________________________________________.




4.1.1 [bookmark: _Toc15990451]Analyzing Marketing Opportunities & Challenges: The Macro - Environment
This topic identifies and discusses the major macro-environmental forces that affect the hospitality industry’s ability to market its offerings. All hospitality organizations operate in a macro-environment that is constantly changing, and such changes often give rise to opportunities for marketers to do business or pose threats to the companies. Thus, before companies consider their marketing strategies, close monitoring of such environmental changes is essential.
To achieve this end, hospitality marketers must study and monitor six major forces (demographic, economic, political/legal, social/cultural, technological and natural/ecological.
	Environment
	What it is?
	Relevant indicators

	Technological
	This environment concerns with changes in product/ service technologies and process technologies.
	New product/ service development, productivity improvement, applications of knowledge, information management.

	Demographic
	This environment refers to the broad
characteristics of people that make up any geographic unit of analysis as nation, state, region, or country.
	Population size, density, age structure, gender, occupation, ethnic mix, geographic distribution.

	Economic
	This environment concerns with issues that affect the nature and direction of the economy in which an organization operates.
	Disposable income, purchasing power, interest rate, consumption pattern, GDP growth, unemployment rate, inflation.

	Social/Cultural
	It concerns with values that people hold and some broad societal trends.
	Lifestyles, work/leisure balance, family unit size and composition, social relationships, women in the workforce, propensity to travel, social awareness of disability.

	Political/
Legal
	This environment concerns with issues related to legislative and electoral politics, regulations, including regulatory agencies, and interest group pressures.
	Government stability Wage/ price controls, Variety of legislation such as equal opportunities, health and safety, tax policy, lawsuits, patents/ copyrights.

	Natural/
Ecological
	This concern with issues pertaining to environmental sustainability.
	Water quality, solid waste, air quality, conservation, recycling, energy management.


Table 4.1: Macro-environmental Forces
Before we end this portion, it is important for you to remember that, changes in one environment may affect changes in another. So, always consider such changes carefully and thoroughly before you implement your marketing strategies. 
[bookmark: _Toc15990452]4.1.2 Analyzing the Markets- Consumer vs. Business Markets
This topic introduces the differences between consumer market and group business market in terms of their purchasing behaviors. Because the aim of marketing is to anticipate, meet and satisfy customers’ needs and wants, it is essential for hospitality marketers to understand who these customers are and their buying behaviors. In general, customers can be divided into two broad categories:
1) Consumer market; and
2) Business market.
Consumer Market
Consumer market refers to customers who buy hospitality services for personal consumption; they are the end users of the services. For instance, customers who dine at a nice restaurant to celebrate their friend’s birthday, customers who buy air tickets to for leisure, or customers who purchase a three-night stay in a hotel with their families are all considered the consumer market. As consumers, we are bound to be influenced by many factors when we make our purchase decisions on hospitality products and services. Often time, hospitality organizations can fail badly without having a clear understanding of what and how these factors would affect our buying decisions. The factors are discussed in detail in chapter three.

Business Market
Business market refers to organizations or buyers that purchase hospitality services for business purposes. Within the business market, group business is especially important to the hospitality industry because of its volume of business. Again, group market purchases hospitality services for different reasons such as for conventions, expositions, meetings, training, rewarding employees for their excellent work performance, or any other purposes pertaining to social, educational, and religious functions. Similar to the consumer market, organizational buyers also tend to be influenced by many factors, as you have discussed under chapter three. 
	Activity 4.2
Explain the difference between consumer/end user market and business market. support your answer with examples. __________________________________________________________.



[bookmark: _Toc15990453]4.1.3. The Marketing Planning Process	
A systematic marketing planning process consists of eight logical steps, as outlined in the following figure 4.1.
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                      Figure 4.1: Marketing planning: an eight-step process	
For the strategic marketing plan, the first four stages may be more detailed, but any short-term marketing plan should also include an assessment of these steps. Each step feeds into the next one. A marketing plan is not a stand-alone tool, so the first stage is examining the goals and objectives of the organization as a whole and then developing a marketing plan that will support the company’s mission statement, corporate philosophy, and corporate goals. Once the corporate connection has been clarified, the next stage is defining the current situation, reviewing the effectiveness of current activities, and identifying opportunities. This is the ‘analysis and forecasting’ stage. The third stage is concerned with defining marketing goals and objectives derived logically from the previous stages of the planning process.
At the fourth stage, target markets should be selected from the previously developed list of available segments, and once the market has been segmented and a target market identified, the next step is positioning. Market positioning is ultimately how the consumer perceives the good or service in a given market, and is used to achieve a sustainable competitive advantage over competitors. The fifth stage involves selecting and developing a series of strategies that effectively bring about the required results. This part of the plan shows how the organization intends to use the 8 Ps. The marketing plan needs to address the resources required to support the strategies and meet the objectives, and resource requirements are the focus of the sixth stage. The seventh stage is concerned with marketing control and how objectives will be achieved in the required time, using the funds and resources requested. Finally, at the eighth stage, the plan should be communicated both internally and externally to achieve maximum impact. Most marketing plans will contain an executive summary of the whole, and this should be no more than a few pages in length. A good approach is to sum up each section and present them in the order in which they appear.
Stage-1: the Corporate Connection
A good marketing plan begins with the fact that the only purpose of marketing is to support the enterprise. Marketing planning should therefore reflect the goals and objectives of the organization as a whole. The mission or vision statement reflects the organization’s philosophy, and the goals and objectives as set out in the business plan become the basis of planning for all departments. Marketing’s responsibilities in relation to the corporate vision are usually outlined in one or more separate marketing-specific documents.
Goals can be defined in terms such as sales growth, increased profitability and market leadership, whereas objectives are the activities that will accomplish the goals. A vision statement usually answers the question, ‘What do we want to be?’, and whilst the mission statement will answer the question, ‘What business are we in?’ Whereas the vision describes where the organization wants to be in some future time, the mission is a broader statement about an organization’s business and scope, goods or services, markets served and overall philosophy.
Stage-2: Analysis and Forecasting
The next stage of the marketing plan is defining the current situation. It is essential that each component of the business be reviewed in order to ensure that resources can be allocated efficiently. Several models exist for reviewing effectiveness and identifying opportunities but those proven by time and practical application across a range of industries include portfolio analysis, competitor analysis, segmentation analysis, SWOT (strengths, weaknesses, opportunities and threats) analysis, and forecasting.
Portfolio Analysis
Portfolio analysis is an approach to evaluating a very diverse group of goods and services, based on long-term planning and economic forecasts which are first became popular in the 1960s, when many organizations sought to improve their profitability by diversifying their activities so as not to keep all their eggs in one basket. The Boston Consulting Group (BCG) model was one of the most popular approaches to evaluating a very diverse group of goods and services, based on long-term planning and economic forecasts. The model adopts the view that every product of an organization can be plotted on a two-by-two matrix to identify those offering high potential and those that are drains on the organization’s resources, and we will discuss the BCG model in detail later in chapter five.
Competitor Analysis
Information on the number and type of competitors, their relative market shares, the things they do well and things they do badly all assist in the planning process. Competitor analysis also highlights market trends and the level of loyalty of consumers. Competitors can be divided into four broad categories: direct competitors offer similar goods and services to the same consumer at a similar price; product category competitors make the same product or class of products; general competitors companies that provide the same service; and budget competitors compete for the same consumer dollars. In addition to the existing competition, there is also the threat of potential competition in the form of new entrants. Michael Porter suggests that there are only three generic strategies for dealing with competition: low-cost leadership, differentiation, and focus. Low-cost leadership is the simplest and most effective strategy, but it requires large resources and strong management to sustain. A low-cost leadership strategy is used when a firm sets out to become the low-cost producer in its industry. Low-cost producers typically sell a standard, or no-frills, product and place considerable emphasis on reaping scale or absolute cost advantages from all sources. It may be short lived, as it is easy for competitors to match a low price in an attempt to drive off the challenge. The low-cost airlines that are springing up all over the world are examples of companies following such a strategy. Differentiation is a strategy that consists of an innovative technological breakthrough, which can take competitors a long time to imitate. A competitive advantage can be gained with a product that is newer, better and/or faster. The improvement can be in performance, durability, reliability, or service features. 
A focus strategy concentrates on designing a good or service to meet the needs of one segment of the market better than the competition does.  All three of these generic strategies are based on the organization’s creation of a unique position for itself, which distinguishes its offerings from those of its competitors by price, product features, or the way in which it serves the needs of a particular segment. This process, known as ‘positioning’, is discussed later in this chapter. 
Segmentation Analysis
Segmentation analysis refers to the way in which organizations identify and categorize customers into groups defined by similar characteristics and similar needs or desires.  The concept of segmentation is widely adopted in tourism marketing, as few companies in the industry attempt to appeal to an entire market. The core advantage of segmentation is that customers will be more satisfied with the product because it has been designed with their needs in mind. Their social needs are also satisfied because they will be mixing with people like themselves and avoiding incompatible types. If an organization knows exactly which segments it wishes to reach, it can select the media most likely to be read, heard, or seen by those consumers, and so spend less on general mass-market advertising. If it knows the lifestyles and attitudes of that segment and the benefits they are seeking from the product, the advertising message can be made more persuasive.
SWOT Analysis
SWOT is an acronym for strengths, weaknesses, opportunities and threats. A SWOT analysis provides scope for an organization to list all its strengths (those things it does best and its positive product features) and its weaknesses (problems that affect its success). These factors are always internally focused. For hotels and visitor attractions, location may be a major strength, or the strength may lie in the skills of certain staff members. Strength may also lie in historical artifacts or architectural style, or having a particularly favorable consumer image. Once identified, strengths are the basis of corporate positions and can be promoted to potential customers, enhanced through product augmentation, or developed within a strategic framework. 
Weaknesses, ranging from aging products and declining markets to surly customer contact staff, must also be identified. Once identified, they may be subject to management action designed to minimize their impact or to remove them where possible. Weaknesses and strengths are often matters of perception rather than ‘fact’, and may be recognized only through consumer research. 
Opportunities are events that can affect a business, either through its reaction to external forces or through its addressing of its own weaknesses. Threats are those elements, both internal and external, that could have a serious detrimental effect on a business. 
Forecasting
Because information is never perfect and the future is always unknown, no one right conclusion can ever be drawn from the evidence gathered in the SWOT process. As a result, forecasting becomes an important stage in the planning process to support a SWOT. Forecasting is market research based but future oriented, and it relies on expectations, vision, judgment, and projections for factors such as sales volume and revenue trends, consumer profiles, product profiles, price trends, and trends in the external environment.  Because the future for tourism and hospitality products is subject to volatile, unpredictable factors and competitors’ decisions, the goal of forecasting is not accuracy but careful and continuous assessment of probabilities and options, with a focus on future choices. Forecasting recognizes that most marketing-mix expenditure is invested months ahead of targeted revenue flows. Since marketing planning is focused on future revenue achievement, it is necessarily dependent upon skill, judgment, foresight and realism in the forecasting process.
Stages-3: Setting Marketing Goals and Objectives
Goals are the primary aims of the organization, and objectives the specific aims that managers try to accomplish to achieve organizational goals. Goals can be defined in terms of sales growth, increased profitability, and market leadership. Objectives are the activities that will accomplish the goals. For example, the goal of sales growth for a hotel could be reached via the objectives of a 20 percent increase in accommodation sales and a 30 percent increase in food and beverage sales. The goal of increased profitability could be translated into objectives of a 15 per cent increase in profits across the board, and a goal of market leadership could be translated into objectives for each city in which a hotel chain operates. Marketing objectives at the tactical level derive logically from the previous stages of the planning process. According to Middleton and Clarke, to be effective and actionable in practice marketing objectives must be:
1. Integrated with long-term corporate goals and strategy;
2. Precise and quantified in terms of sales volume, sales revenue, or market share;
3. Specific in terms of which products and which segments they apply to;
4. Specific in terms of the time period in which they are to be achieved;
5. Realistic and aggressive in terms of market trends (revealed in the situation analysis) and   in relation to budgets available;
6. Agreed and endorsed by the managers responsible for the program of activity designed to achieve results; and
7.  Measurable directly or indirectly.
 If these criteria are not fully met, the objectives will be less than adequate for achieving the success of the business, and the marketing program will be harder to specify and evaluate. The more thorough the previous stages of the marketing plan, the easier the task of specifying precise objectives. To ensure profitability and to remain competitive in today’s marketplace, it has become necessary to establish several sub-objectives.  Each marketing support area needs to be guided by a set of sub-objectives. This includes areas such as advertising, promotion, public relations, market research and sales. It is important to acknowledge that objectives may not always be profit-based. 
Stage-4: Marketing Strategy: Targeting and Positioning
Targeting
No area of the marketing plan surpasses the selection of target markets in importance. If inappropriate markets are selected, marketing resources will be wasted.  Target markets should be selected from a previously developed list of available segments. These include segments currently served by the organization and newly recognized markets. A target market is simply the segment at which the organization aims its marketing message. Implicitly, the non-profitable customers should be given less attention. A target market generally has four characteristics. It should comprise groups of people or businesses that are well defined, identifiable and accessible; members should have common characteristics; they should have a networking system so that they can readily refer the organization to one another; and they should have common needs and similar reasons to purchase the product or service. 
The family market is a popular target market for many tourism organizations. Family travel is growing as more parents are choosing to share travel experiences with their children. Other tour operators are choosing to target the baby boomers. This sector, born between 1947 and 1966, generates the highest travel volume in North America, and is a very attractive market for the tourism and hospitality industry. 
Positioning	
Once the market has been segmented and a target market identified, the next step in the marketing plan is positioning. Positioning is a communications strategy that is a natural follow through market segmentation and target marketing. Market positioning is ultimately how the consumer perceives the product or service in a given market, and is used to achieve a sustainable advantage over competitors. This will be discussed later in chapter five.
Stage-5: Tactics and Action Plans
Although no single strategy will be suitable for all organizations, marketing planning provides the opportunity to understand the operating environment and to choose options that will meet the organization’s goals and objectives. Planning involves selecting and developing a series of strategies that effectively bring about the required results. Among the types of strategies that can be considered are:
A. Making good investment decisions- Selecting the best, most effective use of financial resources is crucial. This will include reviewing the product’s life cycle and doing a portfolio analysis;
B. Diversifying- While it is important to ensure that resources are allocated to those markets showing the best potential yields, the possibility of disruptions to markets must also be taken into account. Because diversification can provide an important cushion.
C. Planning for the long term-Tourism marketing campaigns can have long lead times. The cumulative effect of promotions may take a while to produce measurable results. Building effectiveness over time is just as important as generating instant results.
D.  Seizing new opportunities- Being aware of consumer trends, fads, fashions, and attitudinal shifts will also help an organization to identify opportunities. Being flexible enough to respond to market developments will give an organization a strong competitive edge.
E. Developing strategic partnerships- It is important to identify customers, suppliers, and competitors with whom it is possible to develop an enhanced working relationship. Strategic alliances offer the opportunity to increase profits for all participants.
Applying the Marketing Mix
Marketing strategies are designed as the vehicle to achieve marketing objectives. In turn, marketing tactics are tools to support strategies. Action programs comprise a mix of marketing activities that are undertaken to influence and motivate buyers to choose targeted volumes of particular products. This part of the marketing plan shows how the organization intends to use the 8 Ps.    
Stage-6: Resource Requirements
The marketing plan needs to address the resources required to support the marketing strategies and meet the objectives. Such resources include personnel, equipment and space, budgets, intra-organizational support, research, consultation and training. A common error in writing a marketing plan is developing strategies that may well be highly workable, but for which there is insufficient support. Generally, the most costly and difficult resource needed to ensure the success of marketing/sales strategies in tourism and hospitality businesses is personnel. Management commonly views the addition of personnel as unnecessary, impractical or unwise, given budgetary restrictions. Of prime importance in analyzing resource requirements is the budget. Setting a budget that provides the marketing department with sufficient resources to deliver its plan is essential. However, in most organizations, various departments compete for funds, and it is not always easy to convince management that the marketing budget should have a priority claim on limited funds. Although this is less of an issue in commercially oriented organizations, it can be a major problem in arts and entertainment organizations and non-profit groups. The idea of spending money on marketing (which is frequently not viewed as a core activity) at the expense of collections, maintenance, acquisitions, or expanding performance programs is often a very contentious issue.
Stage-7: Marketing Control
The penultimate step in the planning process is to ensure that objectives will be achieved in the required time, using the funds and resources requested. In order to measure effectiveness, evaluation programs have to be put in place, and regular monitoring needs to occur. There is little value in preparing a one-year marketing plan and including an evaluation methodology that commences toward the end of the operating year. This will not allow enough time to identify potential problems or initiate remedial action. Because objectives have been set in quantifiable terms, regular reviews of sales forecasts and quotas, assessments of expenditure against budget, and data collection and analysis will provide guidance on how well objectives are being met. If a problem arises, contingency plans can be activated. Effective contingency plans are considered long before emergencies or problems arise. Reacting under pressure is rarely as effective as preplanning. If, as part of the original process, alternatives are considered, it is more likely that they will be successful. The most important reason for insisting on precision in setting objectives is to make it possible to measure results. Such results for a tourism business might be flow of bookings against planned capacity, enquiry and sales response related to any advertising, customer awareness of advertising messages measured by research surveys, sales response to any price discounts and sales promotions, sales response to any merchandising efforts by travel agents, consumer use of websites and flow of bookings achieved, and customer satisfaction measurements.
Stage-8: Communicating the Plan
This is the last step in the   marketing planning process, which involves as many staff members as possible in the process of setting objectives and drawing up plans that communicate well is an important aspect of motivating staff at all levels and securing enthusiastic participation in the implementation process. This involvement is a subject of increasing attention in many tourism and hospitality organizations. It is especially important for service businesses, in which so many staff members have direct contact with customers on the premises. It is a good idea to time the stages in marketing planning so that managers and as many staff as possible in all departments can take some part in initiating or commenting on draft objectives and plans. Motivation can be damaged if objectives are continuously changed or if there is no opportunity to debate their practicality in operation. While marketing planning is conducted primarily to achieve more efficient business decisions, its secondary benefit is to provide a means of internal participation and communication, vital in creating and sustaining a high level of organizational morale.
Marketing plans must be sold to many people. Internally, these include members of the marketing and sales department, vendors and advertising agencies, and top management. Marketing plans are also important in communicating with stakeholders outside the company.
Approaching banks or other investors – for example, in tourism projects funded by government sources – invariably requires a business plan in which marketing is a primary component. Where money is granted, evidence of results will be required through a formal evaluation process. In terms of presenting the report, many readers, both inside and outside the organization, will be impatient and will want the conclusions immediately. The executive summary is therefore a key section of the report. Indeed, it can be assumed that some staff – and perhaps senior executives and board members – will read only the executive summary. In general, an executive summary should be between two and six pages. It should avoid the use of jargon, and it should highlight the key objectives and action aspects of the plan and budget, leaving the analysis of current situations and detailed market analyses for the main document.
[bookmark: _Toc15990454]4.2. Segmentation, Targeting, and positioning	
4.2.1 [bookmark: _Toc15990455]Segmentation	
Needs for segmentation 
The market for any product or service is too diverse in terms of buying, geography and wants. Any attempt to serve the entire gamut of customers will spread the organizational resources too less, thereby, satisfying none of the customers. Therefore market segmentation is an effort to increase the organizations precision marketing. It helps marketers to understand the customers and meet the needs and wants of the chosen segment.
The market is divided into different groups with similar characteristics in common, and a profile for each segment is created. Finally, the company analyzes which of these segments it should and should not target based on the size, profit potential, accessibility, and desire of each group for the product.
Market segmentation procedure
Market segmentation is a three-step procedure:
· Survey
· Analysis
· profiling 
Survey stage
In this stage, organizations can gain an insight into customer motivations, attitudes, and behavior. The organization first conducts exploratory, in-depth interviewers, and focus group discussions. Then the organization prepares a questionnaire to find out the values that customers assign to their products and services, attributes and their importance rating, and brand awareness.
Analysis stage
In this stage, statistical data reduction techniques and other advanced data analysis techniques are used. The statistical data reduction method can be used to guide the selection of system metrics that are both necessary and sufficient to describe observed application behavior, therefore, reducing the instrumentation perturbation and data volume to be managed. Advanced data analysis techniques help to improve decision making and personal and organizational performance.
Profiling stage
This is the final stage where organizations profile customers in term of their attitudes behavior, and demographic profile. The customer’s demography, psychographic, geographical location, and behavior form the base for segmentation.
4.2.2 [bookmark: _Toc15990456]Targeting
The next step is to look at the different segments and see which customer groups are best (most profitable) to target as guests. The selected groups are called target markets. Demographic factors include age, gender, income, social class and occupation, family structure, lifestyle and interests, geography, and ethnicity. Other segmentation variables are usage (leisure travel and the like) and family life cycle.
[image: fg15_00400]
               Figure 4.2:  Illustration of a Target Market
[bookmark: _Toc15990457]4.2.3. Positioning
Once the market has been segmented and a target market identified, the next step in the marketing plan is positioning. Positioning is a communications strategy that is a natural follow-through from market segmentation and target marketing. Market positioning is ultimately how the consumer perceives the product or service in a given market, and is used to achieve a sustainable advantage over competitors. Or in a simplest term it is establishing an image for a product or service in relation to others in the marketplace.

In general, this step determines and influences the target guests’ perceptions of the product or service marketed. Creating a mental image in the mind of the consumer of what your product or service is versus the competition. Statements include:
· Better than the competition
· Different than the competition
· Opposite of the competition

Three steps are necessary to develop an effective position in the target market segment: product differentiation; prioritizing and selecting the competitive advantage; and communicating and delivering the position.
Step One: Product Differentiation
Product differentiation, a phrase coined by Michael Porter, describes a technique that enables organizations to gain competitive advantage by offering a product that has features not offered by its competitors. Product differentiation can give companies a competitive edge and competitive advantages, which offer greater value to the consumer by providing benefits that justify a higher price. These advantages can be established through product attributes, features, services, level of quality, style and image, and price range. The key elements will shape how the consumer perceives the product. Physical attribute differentiation is achieved by enhancing or creating an image in the consumer’s mind through tangible evidence. 
Service differentiation is an increasingly important way of gaining competitive advantage. The process by which customers evaluate a purchase, thereby determining satisfaction and likelihood of repurchase, is important to all marketers, but especially to services marketers because, unlike their manufacturing counterparts, they have fewer objective measures of quality by which to judge their production. 
Step Two: Prioritizing and Selecting the Competitive Advantage
Positioning is much like a ranking system, and an organization must decide where it wants to be in the hierarchy. Some companies have an image of high quality, service, and price; others, of being low budget. Neither image is better or worse. However, once the position is established, it
is very difficult to change it in the consumer’s mind. Therefore, companies must be very cautious in selecting the most effective combination of competitive advantages to promote. It is important to promote not only one benefit to the target market, but to develop a unique selling proposition (USP), a feature of a product that is so unique that it distinguishes the product from all other products. The goal of a USP is for a company to establish itself as the number one provider of a specific attribute in the mind of the target market. The attribute chosen should be desired and highly valued by target consumers. If the marketing mix elements build the brand and help it to connect with the customer year after year, the total personality of the brand, rather than the trivial product differences, will decide its ultimate position in the market. Although it is difficult in the tourism industry to find an effective USP in such a competitive and free market, it is essential to offer something new. Therefore, it is important for a company to create a new good, service, or benefit that can be offered to consumers by that company alone. 
Step Three: Communicating and Delivering the Position
The final goal of an organization in the positioning process is to build and maintain a consistent positioning strategy. The overall aim of tourism providers is to attract attention from potential customers and to delight them with product offerings that cannot be beaten by competitors. Programs and slogans that support the organization’s position must be continuously developed and promoted in order to establish and maintain the organization’s desired position in the consumer’s mind. Quality, frequency, and exposure in the media will determine how successful the positioning strategy will be.
Tourism and hospitality providers try to differentiate their products by using branding, a method of establishing a distinctive identity for a product based on competitive differentiation from other products. Branded products are those whose name conjures up certain images – preferably positive ones – in consumers’ minds. These images may relate to fashion, value, prestige, quality, or reliability. Image is an important element of customer perception. If a hotel chain has an image of quality, staying at the hotel will provide benefits to business customers who want to project a successful image to their clients or colleagues. Some brands are recognized for their reliability. It is comforting for many travelers.
4.3 [bookmark: _Toc15990458]Ethics, law, and government
4.3.1 [bookmark: _Toc15990459]Ethics
The United Nations underlined the importance of ethics in Tourism development with its resolution A/RES/56/212, officially recognizing the Global Code of Ethics for Tourism (GCET). This code comprises a comprehensive set of principles whose purpose is to guide stakeholders in tourism development, central and local government, local communities, the tourism industry and its professionals as well as visitors (customers), both international and domestic. Nine articles outlined the rules of the game for demonstration, government, tour operators, developers, travel agents, workers and travelers themselves. Article ten concerns the rule of the world committee on tourism ethics (WTET), which may be approached by stakeholders on a voluntary basis for matters concerning the application and interpretation of the code (WTO), 2004a. b), this indicates the increasing attention developed to tourism and development, its sustainability and the ethical issues involved. Another sign is the proliferation of codes conducted, mission statements, sets of core values, overviews of ethical standards and related statements that can be found on virtually any website of any corporation affiliated with tourism. 
Adopting the dimensions of sustainable tourism identified by WTO (environmental, economic and socio-cultural), it may be insightful to look at some of the issues associated with conventional tourism. environmental concerns with conventional tourism development have a long history and environmental consequences have been widely documented with the world becoming a smaller and smaller place for the international traveller, these concerns are now present on a global scale from the visual damage to coastlines due to the construction of high rise of hotels to e possible effect on fragile ecological systems. One of the most economic concerns with tourism development is the leakage effect, which prevents host countries or communities from holding and retaining the gains from tourism. Socio-cultural aspects have gained increased attention but can often be more difficult to trace other than environmental and economic aspects.
[bookmark: _Toc15990460]4.3.2. Law
Law is a body of rules and principles recognized and applied by courts in the administration of justice. Obviously, there are many competing sets of rules and principles which present themselves to a judge whenever he/she is about to give decision. However, the law is that among others which the court recognizes and applies at that particular time, with that particular dispute. It is important to note three important elements in the above definition;
· Rules and principles
· Recognition and enforcement by courts
· Administration of justice
Law can also be defined “as an enforceable set of rules established by government (federal, state, or local) to regulate the conduct of individuals and groups in a society.”
Laws Related to Tourism
Tourism, as we understand, is a diverse activity with different sectors, different types of destinations, different types of tourists and different types of problems.  There is no one thing as such which can be described as tourism legislation because of the varied nature of tourism itself. So, One main reflection from this is that there is no such creature as “ tourism law ’’ in the sense that there is no developed body of law designed to regulated the activities of tourists and the industry which has grown to serve their wants. Instead, there is an assortment of common law principles and statutory provisions designed primarily for other purposes. Tourism law is, therefore, a hybrid and none the worse for being so.  
Though, countries like the United States may be quite advanced in relation to tourism law, the WTO commented that “all countries –developed, developing or underdeveloped were underdeveloped in so far as tourism legislation is concerned”. However, laws are pervasive in the tourism industry in order to regulate, permit, promote, empower or ban the commercial/leisure activities of both service providers as well as tourists. Till date the types of tourism legislation that have been created or introduced in various countries can be classified into the following functional areas:
1) Those related to the protection of tourists,
2) Those related to border controls,
3) Those related to quality of services,
4) Those related to protection of environment,
5) Those related to conservation of historical sites and monuments,
6) Those related to economic development,
7) Those determining the relationship of various segments of the tourism industry, etc.
According to Ronald A. Kaiser (Travel and Tourism Law, 1994), tourism law creates and defines seven basic concepts:
· Travel is a legal right,
·  Reliable and safe transportation must be readily available,
·  Safe and adequate accommodations must await the traveler, 
·  All travelers should have access to such accommodations,
· Travel and accommodation costs must be reasonable,
· Regulation of the travel and tourism industry is necessary, and
· Redressed mechanism for transgressions of rights and regulations is necessary.
Having a comprehensive and clear law of travel and tourism can have many objectives like:
· Providing conditions for development of tourism as a priority branch; 
· Introducing unified criteria for the practices of tourism; 
· Providing protection of the users of the tourist product; 
· Determining the rights and the obligations of the persons related to tourism; 
· Stipulating the control over the tourist activities. 
The two major laws related to tourism are; 
1. Public law - much of the law which regulates tourism is in public domain. The agencies controlling various aspects of recreation and leisure are creature of statute. 
E.g. the operators of both roads and air services are required to obtain license.  E.g. Airline (IATA & ICAO) 
· The civil aviation authority has the wide power to control air navigation and operates licensing functions for vehicles carrying public.
· Local authorities, which are themselves statutory creations, are charged under various enactments with the supervision of enormous range of services. Through a licensing system such activities as the operation of theatres, taxis, entertainments, riding establishments and cinemas are controlled.  They are also given wide powers to assist the promotion of tourism in their local areas by providing amenities and advertising their attractions.
· Developments in National parks or areas of outstanding Natural beauty are subject to joining control, which is in conjunction with specialist planning boards for these designated locations.
Private law – the relationship between tourists and those who provide them with goods and services is almost invariably based up on contract. The booking of a hotel room, a train ticket, a seat at a theatre or a package holiday, is a matter of agreement between the parties. These are very often the subjects of statutory provisions, particularly as regards formalities in respect of consumer credit when a contract is broken then the disappointed party may sue for the breach of an express term.
[bookmark: _Toc15990461]4.3.3. Government/Regulatory Factors
Government and regulatory factors are crucially important in understanding the national and international framework within which hospitality offers evolves for travel and tourism. Most such laws and regulations are aimed at influencing supply rather than demand but their influence over demand is significant. Virtually all governments impose laws and regulations to safeguard the health and safety of their populations and to control the use of land and buildings; most impose penalties for non-compliance. Such regulations are important but typically influence all forms of industry. 
Governments also intervene in markets for four principal reasons that directly influence demand and supply and often have a particular impact on travel and tourism, which marketing managers have to understand:
1. The first is to ensure fair competition between suppliers. This is usually intended to prevent the formation of monopolies, cartels or oligopolies, which may otherwise be able to prevent new competition from entering their markets or to control capacity and prices in their favor, and not in their customers’ interests.
1.  The second is to ensure that customers have choices and rights against suppliers that may be enforced by law.
1. The third is to influence such market patterns as governments control, for example the timing of school holidays, the issuing (or denial) of visas and advice to their populations as to which countries they should avoid visiting.
1. The fourth, which is relatively new but expected to have a particular impact on travel and tourism, is to ensure that proposed project developments and existing business practices do not damage the environment. Rural, coastal and heritage environments will be targeted for special protection. Eco taxes of the kind to be imposed for the first time in the Balearics in 2001 are an illustration of this.
Commencing in the 1980s and reflecting changing political realities and aspirations, there has been a remarkable international shift away from traditional forms of direct intervention and regulation undertaken by or on behalf of governments, especially away from direct ownership of facilities such as airlines and hotels. The trend is to encourage more commercial sector competition but with close supervision by government- appointed regulators, ombudsmen and monitoring bodies, whose duty it is to intervene for one or more of the reasons outlined above. The subject of regulation is vast and the subject of many books in its own right. For the purposes of explanation and illustration in this chapter, four aspects of the regulations are summarized below.
For countries within the EU, in addition to health, safety and environmental regulations it is worth noting the raft of measures under the social chapter that is aimed at improving the benefits available to employees. Many believe these measures place a disproportionate burden on the smallest of businesses. Small hotels, guesthouses, cafes, attractions and others are required to implement and administer improvements for pension provision, working hours, disabled access, parental leave rights, and equal rights for part-time employees and so on. It is too soon to evaluate the full impact of this regulation but it puts massive pressure on the finances of the tens of thousands of small businesses that characterize the travel and tourism industry.
4.4 [bookmark: _Toc15990462]Entrepreneurship, Creativity, and Innovation
Entrepreneurship and innovation are central to the creative processes in the economy, to promoting growth, increasing productivity and creating jobs. The markers of creative turn reflect a shift from cultural tourism to more skilled forms of consumption, resulting in reformulation of identity and subjectivity and the further acquisition of cultural capital. In large urban settings they detect the rise of creative spectacles and spaces as well as tourist participation in creative activities. It is also important to trace any such shift towards creativity in other space settings. Expressions of creativity in tourism in rural areas reflect some of these markers, although often in rather different clothing. Creativity is also increasingly being applied to the tourism sphere.
Innovation is the introduction of new creations or bringing the meaning of new creation into common use by society. This may happen through the productization of creative meaning, i.e. by the production of creative products. Creativity emerges in the right conditions and in the right operating environment. Innovations are thus consolidation processes in creative meaning combined with changes in social behavior.
Tourism, hospitality and leisure industries are primarily based on entrepreneurship and small businesses. The majority of small business owners hardly show typical entrepreneurial attitudes.
The key elements of entrepreneurship in tourism include:
· Change initiation: the capability of identifying an opportunity for creation or innovation and the ability to turn it into a reality
· Creative resourcing: ingeniously marshaling resources of both financial and managerial nature, from a complex set of sources, in order to mobilize and realize the opportunity.
· Entrepreneurial learning: motivation to acquire the necessary knowledge and expertise through relevant exploration and reflection, in order to excel.
· Innovation and creativity: renewal of products or services by adding value through application of expertise and imagination.
·  Knowledge leadership: development of sources of management information to enable first mover capability, effective strategy formulation and implementation.
· Opportunity alertness: continuous focus on emerging trends and opportunities to be captured and realized.
· Relationship management: maintenance of effective teams, networks, and flexible management structures.
· Timing of action: acting within a limited window in which an opportunity can be optimized.
· Vision and strategic orientation: Formulation of ambitions, and strategies to realize them.
However, the majority of entrepreneurs in the tourism and leisure industries can be found in the lower area of low entrepreneurial intensity.
General importance of entrepreneurship 
The subject of entrepreneurship has attracted much attention in different countries. Now days it has become flavor of the month both in practice and in the development of policy in political, industrial, educational and other settings.
For example Henry, Hill and Leitch state that it is now widely recognized that the promotion of entrepreneurship is not only necessary for a healthy economy but also critical for sustaining prosperity and creating new jobs. Initiatives related to entrepreneurship in these various settings abound. The heightened interest in entrepreneurship has been as a consequence of a diverse range of contributory factors including the belief that it can act as a recipe for economic prosperity and that it can reduce unemployment.
The importance of entrepreneurship pervades all sectors of the economy and all types of organizations, but industry and individual businesses, especially small businesses, are particularly the places where entrepreneurship is crucial for economic growth, productivity gains and job creation. The contribution of entrepreneurs in industry is also key for economic growth. Furthermore, the role of women in the economy has been growing in importance for many years and female entrepreneurship and women entrepreneurs have become significant economic forces. In many countries that are members of the Organization for Economic Co-operation and Development (OECD), the number of women entrepreneurs is rising. Entrepreneurship associated with small business is regarded as the key vehicle for the creation of new enterprises as it generates job growth and stimulates competition. The importance of small firms and entrepreneurship to the health of the economy and job creation has been recognized by the different Governments of different countries.
[bookmark: _Toc15990463]Chapter Summary
· A marketing plan serves a number of purposes within any tourism organization: it provides a road map for all marketing activities of the firm for the future; it ensures that marketing activities are in agreement with the corporate strategic plan; it forces marketing managers to review and think objectively through all steps in the marketing process; it assists in the budgeting process to match resources with marketing objectives; and it creates a process to monitor actual against expected results.
· There are two types of planning the marketing and strategic planning. The term marketing plan is widely used to mean a short-term plan for two years or less, on the other hand, is different, as it covers three or more years. There are two parts in the Marketing plan: First part involves a good understanding of the aspects in the external environment so we can offer a product or services that the market wants. Which includes Analyzing marketing opportunities and challenges, analyzing your markets, market segmentation, and conducting market research, the second part, the company will use the information gathered in the first part to form basis to decide on the optimum marketing mix (the 8 Ps). The 8 Ps are Product mix, Price mix, Place mix, Promotion mix, People, Packaging, Programming, and Partnership.
· Consumer market refers to customers who buy hospitality services for personal consumption; they are the end users of the services whereas, business market refers to organizations or buyers that purchase hospitality services for business purposes.
· There are eight logical steps in a systematic marketing planning process. These are; corporate connection, Analysis and forecasting, Setting marketing goals and objectives, Marketing strategy: targeting and positioning, Tactics and action plans, Resource requirements, Marketing control and communicating the plan.
· In tourism and hospitality marketing the existence of ethics, law and government has an important value to conduct the business in a peaceful manner.
· Entrepreneurship, creativity and innovation are central to the creative processes in the economy, to promoting growth, increasing productivity and creating jobs. Creativity is also increasingly being applied to the tourism sphere. Innovation is the introduction of new creations or bringing the meaning of new creation into common use by society. The key elements of entrepreneurship in tourism include: Change initiation, Creative resourcing, Entrepreneurial learning, Innovation, and creativity, Knowledge leadership, Opportunity alertness, Relationship management, Timing of action and Vision and strategic orientation. It is now days widely recognized that the promotion of entrepreneurship is not only necessary for a healthy economy but also critical for sustaining prosperity and creating new jobs.
	                    Self-Check Points
Now You have successfully completed the fourth chapter. Thus, it is time to test out whether you have grasped the basic concepts and issues discussed in this chapter. try to reflect on the following points and if you have a “No” answer for any of these points, you have to go back and thoroughly study the relevant section(s) further until you become familiar  with the subject matter.

	Now, are you able to …?
	Yes 
	No 

	Define the term marketing plan
	
	

	Distinguish the difference between strategic marketing plan and marketing plan
	
	

	List out the major forces that affect hospitality marketers 
	
	

	List segmentation process in tourism and hospitality marketing 
	
	

	Explain the steps positioning 
	
	

	Explain the difference between consumer and business market
	
	

	List out the Eight-Step in marketing plan
	
	

	clarify the difference between Segmentation, Targeting, and positioning
	
	

	Understand the issue of Ethics, law, and government  in tourism and hospitality marketing 
	
	

	Identify the importance entrepreneurship in hospitality marketing 
	
	



[bookmark: _Toc15990464]Chapter review questions
Part I: Multiple Choice Questions
Instruction: Choose the best answer from the alternatives provided and Write the letter of your answer on your own separate sheet.
1. From the following statements one is true about strategic plan.
A. It is a short term plan for one year or less than that
B. It is a short term plan for two years or less 
C. It is a long term plan which  covers three or less years
D. It is a long term plan which  covers three or more years
E. It is a long term plan which  covers only  three years
2. all except one are marketing mix in tourism and hospitality marketing,
A. 
B. People
C. Product mix
D. Promotion mix
E. Packaging
F. All of the above 
G. None of the above
3. 
4. Which one of the following is not true about Governments intervention in tourism and hospitality markets?
A. To ensures that the environment should not be damaged by the business practices. 
B. To make certain the right of customers’ towards selecting  their best suppliers
C. To limit the right of customers towards using international services 
D. To guarantee fair competition between suppliers
5. ________is the introduction of new creations or bringing the meaning of new creation into common use by society
A. 
B. Entrepreneurship 
C. Innovation 
D. Creativity 
E. Entrepreneurial team
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[bookmark: _Toc15990467]Developing the Tourism and Hospitality Marketing Mix
[bookmark: _Toc343019608][bookmark: _Toc15990468]Chapter Objectives	
After completing this chapter, students should be able to:
· Understand the different products offered in tourism and hospitality marketing;
· Differentiate the product level in tourism and hospitality marketing;
· Differentiate the various form of pricing strategies used in tourism and hospitality;
· Explain different types of marketing channels used in tourism and hospitality marketing;
· The main forms of channel conflict in tourism and hospitality marketing;
· The key intermediaries involved in the tourism and hospitality distribution system;
· The various marketing promotion tools used in tourism and hospitality marketing;
· Sales promotion objectives and techniques used in tourism and hospitality marketing;
[bookmark: _Toc15990469]Chapter Introduction
Dear students, this chapter discuss what we mean by hospitality product, product levels, and the product life cycle. Then various forms of pricing strategies in tourism and hospitality marketing will be elaborated.  The chapter also discusses marketing channels and promotion tools involved since it is through the effective strategies of hospitality and tourism marketing mix that companies can survive and grow.
5.1 [bookmark: _Toc15990470]The Tourism and Hospitality Product Offer
 (
TOURISM AND HOSPITALITY PRODUCTS  
Tourism and hospitality product is 
a 
group of selected components or an element brought together in a ‘bundle’ to satisfy needs and wants
.
)
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                             Figure 5.1: an example tourism and hospitality offers
Airlines are one among tourism and hospitality products or services offered by tourism and hospitality industries. 
In general, product can defined as anything that can be offered to a market for attention, acquisition, use or consumption which satisfies a want or a need. It includes: Physical Products (automobiles, books), Services (haircuts), Persons (Prime Minister of Ethiopia), Places (Mekelle,  Addis Ababa), Organizations (Ethiopia Hotel, Ethiopian Airlines), Ideas (safe deriving), and Combinations of the above.

Product decisions, with all their implications for the management of tourism and hospitality operations, influence not only the marketing mix, but also a firm’s long-term growth strategy and its policies for investment and human resources. Product specifications largely determine the corporate image and branding an organization is able to create in the minds of its existing and prospective customers. Tourism constitutes such a wide span of products that it has to be considered in terms of sectors rather than as a single industry. These sectors include accommodations, attractions, transportation, travel organizers and destination organizations, among others. This diversity is matched by an even greater diversity of component features specific to each tourism product sector, which need to be considered and managed in providing individual products for particular markets. The conceptualization of tourism and hospitality products as a group of selected components or elements brought together in a ‘bundle’ to satisfy needs and wants is a vital image for marketing managers. From the standpoint of a potential customer considering any form of tourist visit, the product may be defined as a bundle or package of tangible and intangible components, based on activity at a destination. The package is perceived by the tourist as an experience that is available for a price. There are five main components in the overall product: 
· Destination attractions and environment;
· Destination facilities and services;
· Accessibility of the destination; 
· Images of the destination and
·  Price 
Although these components are combined and integrated in the visitor’s overall experience, they are capable of extensive and more or less independent variation over time. But it is in the promotional field of images and perceptions that some of the most interesting planned changes occur, and these are based on marketing decisions.
Product Levels
For many years, marketing theory has differentiated between three levels of product offering. The three levels can be seen as a continuum, with the product’s most basic benefit at one end, and a range of add-on benefits, not directly related to the product’s essential purpose, at the opposite end. These three levels are:
1. Core product: the basic need function served by the generic product. For instance, if you take Ethiopian airlines ET-128, the core product is transportation.
2. Tangible product: these are the specific features and benefits residing in the product itself – styling, quality, brand name, design, etc. 
3. Augmented product: the add-ons that are extrinsic to the product itself but may influence the decision to purchase. Augmented features may include credit terms, after-sales guarantees, car parking, etc. 
Although these levels were defined with manufactured products in mind, they do apply, with modifications, to tourism and hospitality goods and services.
Conceptualizing the product in these three areas allows the tourism marketer to appraise the comparative advantages and consumer appeal of his or her product versus those of others. In a highly competitive market, it is unlikely that any supplier will have an advantage in terms of its core benefits, and differentiation is instead likely to reside in the second and third levels. For example, most theme parks offer excitement and thrills for consumers, but will compete with each other in the variety and quality of rides, or the quality of the surrounding environment.

Moreover, according to Philips Kotler, in planning its market offering, the marketer needs to address five product levels. Each level adds more customer value, and they constitute a customer value hierarchy.  These are:
Core Benefit: The fundamental level is the core benefit. The service or benefit the customer is really buying is referring core benefit. E.g. A hotel guest is buying "rest and sleep." Thus, core product is not the tangible/physical product because you can't touch it. It is the benefit of the product that makes it valuable to you.
Basic product: At the second level, the marketer has to turn the core benefit into a basic product. Thus a hotel room includes a bed, bathroom, towels, desk, dresser, etc. Hence; this part/level of the product is the tangible which is physical product.
Expected level: At this level, the marketer prepares an expected product, a set of attributes and conditions buyers normally expect when they purchase this product. Hotel guests expect a clean bed, fresh towels, working lamps, and a relative degree of quiet which is very important in hospitality industries.
Augmented product level: At this level the marketer prepares an augmented product that exceeds customer expectations. It is the non-physical part of the product. It usually consists of lots of added value, for which you may or may not pay a premium. For instance when you purchase the service of  a hotel, you may become very interested in their delivery system, the way they offer additional services , in purchasing computer the seller may provide you warranty, after sales service, etc.
Potential product Level: This level encompasses all the possible augmentations and transformations the product or offering might undergo in the future. Here is where companies search for new ways to satisfy customers and distinguish their offer. For example, hotels may plan to change their current delivery system and by very excellent systems which may be using of technology for payment, credit card system.
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Figure 5.2: The five product levels
Physical Evidence and the Service scape
An important part of the augmented product is the physical environment. Because many tourism and hospitality services are intangible, customers often rely on tangible cues, or physical evidence, to evaluate the service before its purchase and to assess their satisfaction with the service during and after consumption. As explained in Chapter 2, the physical evidence is the environment in which the service is delivered and in which the firm and customer interact, and any tangible components that facilitate performance or communication of the service. The physical facility is often referred to as the service scape, and is very important for tourism and hospitality products such as hotels, restaurants and theme parks, which are dominated by experience attributes. Sabean international hotel, for example, effectively uses the service scape to excite its customers starting from the flowers they use to make the hotel more attractive. 
General elements of physical evidence are shown in Table 5.1.below and they include all aspects of the organization’s service scape that affect customers, including both exterior attributes (such as parking and landscape) and interior attributes (such as design, layout, equipment and décor). 



	
	Service scape facility exterior
	Service scape facility interior
	Other tangibles

	Parking
Landscape
Exterior design
Signage and soon.
	Equipment
Air temperature
Layout
Lighting
Interior design and others.
	Brochures
Web pages
Employee dress
Uniforms
Invoices
Business cards and the like.


Table 5.1: Elements of Physical Evidence
Design of work environments can also affect employees’ productivity, motivation and satisfaction. The challenge in many tourism and hospitality settings is to design the physical space in a way that supports the needs and preferences of customers and employees simultaneously. Employees and customers in service firms respond to their physical surroundings in three ways – cognitively, emotionally, and physiologically – and these responses influence their behaviors in that environment. First, the perceived service scape may elicit cognitive responses, including people’s beliefs about a place and their beliefs about the people and products found there. For example, a consumer study found that a travel agent’s office décor affected customer understanding of the travel agent’s behavior.  In addition to influencing cognitions, the perceived service scape may elicit emotional responses that in turn influence behaviors. The colors, décor, music, and other elements of the atmosphere can have an unexplained and sometimes subconscious effect on the moods of people in the place. According to Russell et al, service scapes that are both pleasant and arousing are ‘exciting’, while those that are pleasant and non-arousing, or sleepy, are ‘relaxing’. Unpleasant service scapes that are arousing are ‘distressing’, while unpleasant, sleepy service scapes are ‘gloomy’. Finally, the service scape may affect people in purely physiological ways. Noise that is too loud may cause physical discomfort, the temperature of a room may cause people to shiver or perspire, the air quality may make it difficult to breathe, and the glare of lighting may decrease ability to see and may cause physical pain. All of these physical responses will influence whether people remain in and enjoy a particular environment.  

For more understanding of what do we mean by physical evidence of tourism and hospitality industries look at the following pictures.
[image: ]
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                Figure 5.3:  An example of physical evidence and service landscape
As people have their own interest while selecting a hotel to stay they may be based on the physical attractiveness of the hotel, and the above picture reflects the physical evidence hospitality industries.
Product Planning
Product Mix
The most basic decisions a tourism organization has to make are what business it is in and what product mix is appropriate to it. The product mix is the portfolio of products that an organization offers to one market or several.
 (
PRODUCT MIX
Is the portfolio of products that an organization offers to one market or several 
markets .
)


According to Seaton and Bennett, there are five basic market/product options.
1. Several markets with multi-product mixes for each (e.g., mass tour operators that offer a wide range of multi-destination packages to a variety of market segments);
2. Several markets with a single product for each (e.g., airlines with a product for business and economy class travelers);
3. Several markets with a single product for all (e.g., a national tourist organization promoting a country),
4. Single market with a multi-product mix (e.g., a specialist tour operator with a range of cultural tours aimed at a wealthy, educated market); and
5. Single market with a single product.
The decision as to which product mix option to adopt depends upon many factors, including
· The strength and value of consumer demand in the different markets,
·  the level of competition in each market, and 
· The distinctive competence of the organization to service the markets adequately. 
The starting point in product analysis and planning is thus an analysis of the consumer and competitive offerings in relation to the goals and product capacity of the tourism organization. The most successful products emerge when the marketing planning steps are followed. Another useful method of analyzing the tourism product is by considering its features and benefits. Features consist of the objective attributes of a tourism product; benefits are the rewards the product gives the consumer. The difference between the two is shown is below in Table 5.2.

	Tourism Product Item
	Product Feature
	Consumer Benefit

	Low-cost airline
	Low service
	Low-cost travel

	Low-cost buses 
	Less service
	Travel with low-cost

	Museum
	Interactive facilities to learn
	An entertaining place

	River adventure tour
	Quality rafts
	Reconnecting with nature

	star hotels
	Quality beds, bathrooms, etc
	Comfort, a good night’s sleep

	Low-cost restaurants 
	Low quality foods, limited  services
	Service at low-cost


              Table 5.2: Features and Benefits Analysis for Tourism and Hospitality Products
Product Life Cycle
Successful goods and services, like people, pass through a series of stages from their initial appearance to death; this progression is known as the product life cycle. Humans grow from infants into children; they eventually become adults and gradually move to retirement age and, finally, death. The product life cycle concept provides important insights for the marketing planner in anticipating developments throughout the various stages of a product's life. Thus, one of the most basic product analysis tools is the product life cycle (PLC). 
Product life cycle analysis is a way of plotting products or services to identify at what stage they are at in their life cycle; a valuable way of reviewing a product’s past and current position and making predictions about its future.
As part of a portfolio analysis an organization should access each good and service in terms of its position in the product life cycle. Product development begins when the company finds and develops a new product idea. The product life cycle concept provides important insights for the marketing planner in anticipating developments throughout the various stages of a product's life. Refer to chapter one for details of product lifecycle.
New Product Development
The rationale towards new product development is, Products do not stay put economically viable forever, and so new ones must be developed to assure the survival of an organization. Developing new products is different from maintaining existing ones, and planning for both kinds of product will differ according to whether the products are targeted at existing markets or new ones. Company has four alternatives when developing new products.
Market Penetration
Firstly, the company can follow a market penetration strategy by modifying an existing product for the current market. Improvements to an existing product can transform it, so that prospective purchasers view it as a genuinely new product. 



Market Development
The second strategy, market development, calls for identifying and developing new markets for current products. If an existing product is launched to a new market that is unfamiliar with it, that product is also, for all intents and purposes, a new product. 
Product Development
The third strategy, product development, involves developing a genuinely new product to be sold to existing customers. 
Diversification
Diversification growth makes sense when good opportunities can be found outside the present business. Three types of diversification can be considered. Firstly, the company can seek new products that have technological or marketing synergies with existing product lines, even though the product may appeal to a new class of customers which is known as concentric diversification. Secondly, the company may search for new products that could appeal to its current target market, called horizontal diversification. Finally, the company can seek new businesses that have no relationship with the company’s current technology, products or markets (conglomerate diversification). 
[bookmark: _Toc15990471]5.2. Tourism and Hospitality Pricing Strategies and Tactics
[bookmark: _Toc15990472]5.2.1. Factors Determining Pricing Decisions
Whatever, the strategy of the organization, clears pricing objectives should be established before price levels are set. Some of the key factors determining pricing decisions are discussed as follows.
· Organizational and marketing objectives 
· Channel member expectations
· Buyer’s perceptions
·  Costs
· Competition
· Legal and regulatory issues
· Other marketing mix variables
Organizational and Marketing Objectives: The most common objectives are profit maximization, target rate of return, market share, and survival. However, for some organizations, such as national parks or museums, objectives are not only commercial in their nature, and pricing decisions are made for societal reasons. This may involve raising entry fees to reduce the social and environmental impacts of increasing numbers of visitors. Other objectives may include being perceived as offering outstanding value for money, or being the brand leader in the marketplace. 
Costs
The setting of prices should incorporate a calculation of how much it costs the organization to produce the product or service. If the company is profit-oriented, a margin will be added to the cost price to derive the selling price. An organization could also decide to sell below cost for a period of time, which is often referred to as a tactical price reduction. 
Channel Member Expectations
A marketer must consider the intermediaries in the distribution channel when pricing a product or service. Travel agents, for example, will expect to earn commissions for their efforts. However, some stakeholders in the travel industry, such as airlines, car rental companies and international hotel chains, have been quick to grasp the potential of marketing and selling their services online. They have recognized an opportunity to bypass agents and sell their basic products and services directly to the customer. Increasingly, package holiday tour operators are also including direct sales via the internet in their sales strategy, thus bypassing the travel agent.
Buyer Perceptions
The prices set for travel products and services must reflect customers’ perceptions in the target market. The key is whether customers perceive that the price they have paid represents good value for money and matches their quality expectations. In tourism and hospitality, consumers expect a high level of service and special features if a high price is being charged. 
Competition
In competitive markets, organizations will be trying to win customers from competitors in two ways. Price competition involves offering the product or service at a lower price than that charged by competitors. In a very competitive marketplace, organizations are likely to resort to intense price competition to sell goods and services. Non-price competition, on the other hand, is concerned with trying to increase market share or sales by leaving the price unchanged, but persuading target customers that the product is superior to that offered by the competition. Such a strategy is more typical in oligopolistic markets, in which there are few competitors. It is important for tourism organizations, including destinations, to monitor the prices charged by competitors. 
Legal and regulatory issues
There may be legal and regulatory restrictions that control the ways in which an organization fixes prices. Legal restrictions are often placed on the practice of price fixing and collusion. Additionally, there are a number of organizations, quasi-governmental and industrial, that exercise some influence on pricing policies and strategies, a fact that marketing managers must bear in mind.
Other marketing mix variables
Pricing decisions always have an interaction with the other elements of the marketing mix, image and resulting high price. Before setting a price, the company must decide on its strategy for the product. If the company has selected its target market and positioning carefully, then its marketing mix strategy, including price, will be fairly straightforward.
5.2.2. [bookmark: _Toc15990473]New Product Pricing Strategies
Pricing strategies usually change as a product passes through its life cycle. The introductory stage is especially challenging. Several options exist for pricing new products: prestige pricing, market skimming and market penetration pricing. 
I. Prestige pricing 
Hotels or restaurants seeking to position themselves as luxurious and elegant will enter the market with a high price that will support this position. Night clubs may charge a cover charge to attract a certain type of clientele and create an image of exclusiveness. In each of these cases, lowering the price would reposition the business, resulting in a failure to attract the target market. 
II. Market skimming 
Price skimming is setting a high price when the market is price insensitive. Price skimming can make sense when lowering the price will create less revenue. For instance, the owner of the only motel Louisiana can set higher prices if there is more demand than the existing rooms. Price skimming can be effective short-term policy. However, one danger is that competition will notice the high prices that consumers are willing to pay and enter the market, creating more supply and eventually reducing prices.  Price skimming is common in industries with high research and development costs, such as pharmaceutical companies and computer firms. It is seldom possible for an extended period of time in the hospitality industry due to the relative ease of entry by competitors.

	Activity 5.1 
When hospitality industries/ firms can use:
A. Prestige pricing strategy?
B. Market skimming pricing? Discuss them based on their implementation, advantage and disadvantage. __________________________________________________________.



III. Market penetration pricing 
Rather than setting a high initial price to skim off small but profitable market segmentations, other companies set a low price to penetrate the market quickly and deeply and attracting many buyers and winning a large market share. several conditions favor setting a low price: the market must be highly price sensitive so that a lower price produces more market growth, there should be economies that reduce costs as sales volume increases, and the lower price must help keep out competition.
5.2.3. [bookmark: _Toc15990474]Existing Product Pricing Strategies
The foregoing strategies are used primarily when introducing a new product. However, they can be also useful with existing products. The following are some of the strategies that can be used for existing products.

I. Product bundle pricing 
Sellers who use product-bundle pricing combine several of their products and offer the bundle at a reduced price. For instance, hotels sell specially priced weekend packages that include room, meals and entertainment or offer commercial rates that include breakfast and newspaper. Price bundling can promote the sales of products consumers might not otherwise busy, but the combined price must be low w enough to convince them to buy the bundle. The items added to the core service must show more value to the customer than they cost to provide.
Product-bundle pricing is a strategy that has been well developed by cruise lines, tour, wholesalers, and casinos. Cruise lines typically offer fly-cruise or fly-drive cruise packages in which the services of an auto rental company, airline, cruise line, and hotel are combined at a price well under the cost of purchasing each separately.
Price bundling has two major benefits to hospitality and travel organizations. First, customers have different maximum prices or reservation prices they pay for a product. Thus, by packaging products we can transfer the surplus reservation price on one component to another component of the package. The second benefit of price bundling is the price of the core product can be hidden to avoid price wars or the perception of having a low quality product. 
II. Price adjustment strategies 
Companies usually adjust their basic prices to account for various customer differences and changing situations. We look at the following adjustment strategies: 
· Discount pricing and allowances, 
· Discriminatory pricing and
· Price fixing
· Last minute pricing
· Psychological pricing 
· Promotional pricing 
1. Discount pricing and allowances
Volume discount: most hotels have special rates to attract customers who are likely to purchase large quantity of hotel rooms, either for a single period or through the year. Hotels usually offer special prices or provide free goods for association and corporate meeting planners. For example, suppose that a convention held by an industry association is attended by people who pay their own room charges. The association may prefer to receive a free room-night for every 20 rooms-night booked, rather than a room rate that is $5 lower. They can use the free nights for their staff and invited speakers, reducing the association’s total costs. besides group rates, hotels offer corporate rates to companies that will guarantee their use of the hotel for an agreed-upon number of room-nights each year. 
Discounts based on time of purchase: A season discount is a price reduction to buyers who purchase services out of season, when the demand is lower. Seasonal discounts allow the hotel to keep demand steady during the year; Hotels, motels and airlines offer seasonal discounts during selling periods that are traditionally slower. Airlines often offer off-peak prices, based on the time of day or the day of the weak that the passenger flies. International flights adjust the price according to seasonal demand.  A flight from Addis Ababa to Aksum may costs 7,000 round trip during the seasonal holiday, where as in May, the same flight may costs 6,000.  Take hotels and restaurants offer early bird specials to attract customers before their normal rush. Unfortunately, the various discount rates offered by a company sometimes clash to negate the desired positive effects. Restaurants commonly offer senior-citizen discounts but would also like to induce this market segment to visit the restaurant early in the evening before the rush begins. Senior citizens often feel no reason to accept the early bird special because they will quality for a discount at peak hours.  
         2. Discriminatory pricing
The term discriminatory pricing often involves mental images of discrimination on the basis of race, religion, gender, or age. Discriminatory pricing refers to segmentation of the market and pricing differences based on price elasticity characteristics of these segments. Price discrimination as used in this chapter is legal and is viewed by many as highly beneficial to the consumer. 

Companies often adjust basic prices to allow for differences in customer, products, and locations. In discriminatory pricing, the company sells the products or services at two or more prices, although the difference in price is not based on differences in cost. 

	                    Activity 5.2
· Think about tour guides, when do you think can they apply discriminatory pricing and why?
Again take transportation service provider companies when can they use discriminatory pricing and how they become benefited from this strategy? ___________________________________.



Low variable costs combined with fluctuations in demand make price discrimination a useful tool for smoothing demand and bringing additional revenue and profits to most businesses. This form of pricing uses lower prices to attract additional customers, without lowering the price for everyone.
Major sectors of the hospitality industry, such as airlines, hotels, cruise lines, and railroads are faced with enormous fixed costs. Companies in this sector are faced with the need to fill seats or beds.  To price discriminate successfully, the following criteria must be met.
· The customers shouldn’t become confused by the use of different prices. This means sometimes if company’s use different prices for same product at different time customers may by confuse on what we/ the company is doing.  Thus, we should have to create awareness on what we are doing and what we charge.
· There should be no opportunity for persons in one segment who have paid a lower price to sell their purchases to other segments. This is because sometimes customers may purchase goods and services at discount or at a lower price and may sell it for others which may charge higher price for those customers. But this is not the right thing to be done.
· Different groups of customers must have different responses to price, that is, they must value the service differently. The way one customer or segment senses the existence of different prices for a single product is different from each other’s. For example one of our customers may feel that we are providing low quality product and the other may feel that we are providing high quality product with fair price.
· The different segments must be identifiable and a mechanism must exist to price them differently
· The segment should be large enough to make the exercise worthwhile. To survive in the marketplace particularly with having price discount, the segments or customers should be profitable enough or they are expected to be large enough in number.
· The cost of running the price discrimination strategy should not exceed the incremental revenues obtained. There should be at least cost coverage.
                          3. Price fixing
Federal legislation on price fixing states that sellers must set prices without talking to competitors. Otherwise, price collusion is suspected. Price fixing is illegal per se that is the government doesn’t accept any excuses for price fixing. Even a simple conversation between competitors can have serious consequences.
               4. Last minute pricing
The ongoing fear of “product spoilage” from unsold inventory creates a market for last minute inventory selling. The use of revenue management helps considerably to reduce this problem, but many members of the hospitality industry such as small hotels do not use yield management systems.  Private companies known as consolidators or travel consolidators acquire excess inventory from diverse members of the hospitality industry, create consumer packages and sell them at discounts to the public. Participating suppliers such as bed and breakfasts and guest ranches often sell their available inventory at discount of 50% or more.  Although, last minute pricing provides an outlet for unsold inventory, it is not a suitable for effective marketing and a well devised pricing strategy.
	                Activity 5.3
Explain the difference between yield management, fixed pricing and last minute pricing, state some hospitality industries and explain how they use these techniques, support your answer with your own examples for each. ___________________________________________________.



             5. Psychological pricing 
Psychological pricing considers the psychology of prices, not simply the economies. Prestige can be created by selling products and service at high price.  Another aspect of psychological pricing is reference prices; these are prices that buyers carry in their minds and refer to when they look at a given product. A buyer’s reference price might be formed by noting current prices, remembering past prices, or assessing the buying situation. Popular products often have reference prices. For a given type of restaurant, most consumers have a preconceived idea about the price or price range of certain items, such as a cup of coffee, a strip steak, of hamburger.  For, a pizza chain may advertise its medium pizza for a price that they know is $30 less than the competition to establish a reference price for pizza eaters. But their price for beverage and extra items will be the same as that of the competition. The reference item creates the perception of value; consequently, little would be gained by cutting the price of the other items. Customers tend to simplify price information by ignoring the end figure. For instance, you can take the psychological price settled by telecommunication while selling phone such as $499, $999.
		                      Activity 5.4
How customers perceive psychological pricing, ne natively or positively?
What kind of customers mostly can be easily accepts and increases their perception on psychological pricing? 
As they are hospitality industries, can tour guides use psychological pricing? How? __________________________________________________________________________.






6. Promotional pricing 
When companies use promotional pricing, they temporarily price their products below list price and sometimes even below cost. Promotional pricing takes several forms. Fast food restaurants will price a few products as loss leaders to attract customers to the store in hope that they will buy other items at normal mark-ups. During a slow period hotels may offer a special promotional rate to increase business. rather than just discount prices, well- managed hotels will create special events; valentine’s weekend special including a room, champagne upon arrival, a dinner for two, and breakfast in the room or theatre package including room, tickets to play. These promotions give the guest a reason to come; the bundle of products adds value for the customer. The promotion creates a positive image, whereas straight price discount can create a negative image. 
        III. Value pricing 
The term value pricing is confusing. It could be argued that any times a product or service is purchased, at any price, the buyer must have perceived value in that product. Value pricing has becoming synonymous with the term everyday low prices. It has been used as a marketing strategy by some members of the hospitality industry, such as airline, etc.  Value pricing can be extremely risky. Properly conceived and executed, it can earn positive results. It can also be disastrous. In its simplest form, value pricing means offering a prerace below competitors on a permanent basis. This is different from promotional pricing, in which price may be temporarily lowered during a special [promotion. Value pricing is risky if a company does not have the ability to cut costs significantly. It is usually most appropriate for companies able to increase long term market share through low prices. 
[bookmark: _Toc15990475]5.2.4. Tourism and Hospitality characteristics that affect pricing policy
Although some of the following points have already been referred to in this chapter, a separate discussion of the particular features of the tourism and hospitality industry that affect pricing is warranted here.
High Level of Segmentation in the Industry
The tourism industry is highly segmented, with varying elasticity’s of demand in the segments. These demand segments may be associated with different income levels, age groupings, seasonality, and types of pleasure or business. Groups are also not homogeneous in their demands. Some may be business travelers with expense accounts and others may be pleasure travelers spending their own funds.

Variability of Demand
Different products also face much variability in level of demand depending on the day of the week, holidays, different seasons of the year, and fluctuations in local personal or business situations. For hotels, this variability makes it difficult to forecast normal room demands for an individual property, and requires that each day of the year be projected and priced differently.
Perishable Nature of the Product
The tourism product is perishable, i.e., it cannot be stored and sold at a later date. In addition, suppliers may not wish the surplus to be sold through the same channel as the standard product, as this may affect future demand and pricing. This is why outlets exist that allow the supplier to remain anonymous.



High Fixed Costs
High fixed costs in major tourism sectors exacerbate the perishable nature of selling holidays, seats or hotel rooms. This means that an organization saves little by not filling to capacity. In the hospitality sector, for example, variable costs associated with the rooms department account for only a quarter of total room department income, while fixed costs associated primarily with paying for the building and overhead expenses account for a large share of the remaining revenue. This feature gives strong incentive to rent rooms at relatively low rates rather than leaving them vacant.
Cost Fluctuations
For many operators in the tourism industry, there is a high probability of unpredictable but major short-term fluctuations in cost elements, such as oil prices and currency exchange rates. A tour operator running packages to various European and South American destinations may, according to exchange rates and the general climate of tourism in each country, have to vary its prices.
High Level of Customers’ Psychological Involvement
Customers display a particularly high level of psychological involvement in choosing vacation products, in which price may be a symbol of status as well as value.  They are therefore likely to invest considerable care in their choice. 
Seasonal Demand
One of the most common ways of setting holiday price differentials is the seasonal banding that is typical of tour operators’ brochures – and familiar to all who purchase inclusive holidays– in the form of price and departure date matrices. Seasonality of demand leads to differing price expectations. Commercial business demand for some hotels often declines in high summer. This leads to domestic consumers anticipating lower rates and higher availability mid-week. Conversely, many tour operators and airlines are able to increase prices in high summer when demand is at its peak. 
Tactical Price Cutting and Price Wars
If supply exceeds demand, there is near certainty of price-cutting by major competitors. This leads to the high possibility of price wars being provoked in sectors such as transport, accommodation, tour operating and travel agencies, in which short-term profitability may disappear.
Low Prices
Price competition in many sectors has led to an industry characterized by low prices. Low prices have not only stimulated demand for holidays currently on offer, but have also altered the timing of demand. A lower price provides increased access to the product, bringing it to a newgroup of potential purchasers that have different behavioral characteristics. 
Fixed Capacity
Even though 	demand may be highly variable and unpredictable, in many sectors of the industry supply tends to be relatively fixed. For a hotel, for example, it takes a long time to expand a building or to build a new one. Adding part-time or seasonal labor may be useful in better serving guests during periods of peak occupancy, but it can add little to available room inventory. As a result, pricing policies are largely restricted to allocating existing supplies among competing demands. This restriction adds importance to effective no-show policies.
The Customer’s Total Purchases
Some sectors of the industry have to consider the customer’s total purchases when considering prices and profits. Hotels should not consider room rates and restaurant prices separately. Selling a room cheaply to a guest who will use the restaurant and bars extensively may be more profitable than selling it to someone who pays full rate for the room but purchases nothing else. 
Increased Use of the Internet
Many travel consumers are ‘empowering’ themselves by learning the routines of internet research and transacting for airfares. They are also increasingly aware of their ability to exercise more control over their purchases, and a large percentage of hotel customers attempt to negotiate lower prices for their rooms. In general, consumers have become more self-reliant; and the most adventurous are building their own holidays, many of them encouraged to make online purchases with internet-only discount rates.



Late Booking
Price reductions for late booking are a widespread holiday industry response to its unsold capacity, and are typically promoted by travel agents and tour operators shortly before departure. However, operators are increasingly using website pricing options to accommodate late bookers. Today, pricing is more complex, and many travel websites now have a whole menu of pricing options online. It is now typical to see last-minute discounts; web-only offers; discounted pricing for groups; incentive rates for travel agents, tour operators and reservation agents; and a variety of packages at different price points, including such add-ons as meals, activities and transportation.
[bookmark: _Toc15990476]5.3. Distribution Systems and Networks	
Distribution system is the ‘place’ aspect of a company’s marketing mix; its purpose is to provide an adequate framework for making a company’s product or service available to the consumer.

5.3.1 [bookmark: _Toc15990477]The Nature and Types of Distribution Channels
A distribution channel is a method of delivery used by a supplier, carrier or destination marketing organization. There are two types of distribution channels that a firm can use to deliver its product. The first and most simple form of distribution is a direct distribution channel, a channel through which a company delivers its product to the consumer without the outside assistance of any independent intermediaries. In such a case, the service provider is solely responsible for the delivery of its product. Most bed and breakfasts use a direct distribution channel to market products to potential customers. They perform all the necessary channel functions on their own, without relying on any assistance from outside intermediaries.
Distribution channel is a direct or indirect delivery arrangement used by a supplier, carrier or destination marketing organization. Direct distribution channel is a channel through which a company delivers its product to the consumer without the outside assistance of any independent intermediaries. The second type of distribution channel used to deliver a product is an indirect channel. In this case, the service provider makes use of independent intermediaries to help facilitate the distribution of its product. Outside intermediaries such as travel agents, tour operators and other tourism specialists assist the supplying company by helping to attract consumers to the product or destination. In simplest term indirect distribution channel a channel through which a company distributes its product with the assistance of independent intermediaries.
Functions of the Distribution System
In order for a company’s distribution system to operate effectively, members must perform several key functions. One member can carry out these functions alone, or they can be executed by a number of different channel participants. The functions are listed below; tasks should be assigned to those members that are best equipped to carry each of them out.
I. Acquiring information. The purpose of this task is to gain access to relevant, complete, accurate and timely information, thus enabling the company to assess its marketing environment.
For instance, tour operators may gather different information about their target customers towards their interest and other related information. 
II. Promotion. The purpose of promotion is to communicate the benefits of the destination’s product to the consumer. This can be achieved through a variety of means, including the use of brochures, videos, magazine advertisements and websites. For example, if tour operators want to handle customer by using different communication tools they can communicate their services as well their location. 
III. Contact. Making contact with potential customers is critical to a company’s success. It is important that the company establishes contact with its target market in order to be able to communicate effectively the benefits of its product.
IV. Negotiation. The negotiation of high-quality arrangements and contracts is key to any business relationship. In the case of a tourism distribution system, it is important for the member to negotiate agreements with regard to price, operating procedures and other issues that may arise among the system’s participants.
V. Physical distribution. Obviously, a distribution system cannot be effective if there are no means of actually delivering the service to the consumer. The service provider is responsible for ensuring the successful distribution of its product at this stage.

VI. Financing. An important task for every member of the distribution channel is to acquire the necessary resources to pursue its activities. Without funds in place, it may be impossible for the company to distribute its product. For example, take a tour guide if there is no facilities and finance especially tour transportation, how they can deliver the service because it is difficult to deliver services effectively at the absence for resources. 
Tourism and Hospitality Marketing intermediaries 
Are channels of distribution that include travel agents, tour operators, travel specialists and the internet? Their purpose is to help the service provider complete the six different functions of distribution channels listed above. Through the use of channel intermediaries, a company is able to expand the strength of its distribution network and to reach a much larger portion of its target market. As a result, the combined marketing efforts of the entire distribution network will lead to an increase in the number of customers using the service, thus boosting overall revenues. The marketing intermediaries include:
Travel Agents
Travel agents offer the tourism customer a variety of services, including everything from transportation plans and tour packages to insurance services and accommodation. They are the most widely used marketing intermediaries in the tourism industry. An agency will earn a commission for each sale, the amount depending on the type of product sold. Today, the travel agency market is very competitive. Barriers to entry are low and as a result there are many new entrants, which is especially true of the rapidly growing segment of online agents. Independent travel agents are under pressure not only from e-agents but also from direct selling by tour operators. They therefore seek to differentiate themselves, and add value to the product in order to justify their role in the value chain and retain market share. Travel agencies perform four distinct functions that pertain to a company’s distribution system:
1. Distribution and sales network. Travel agents are a key player in the distribution and sale of a company’s product under an indirect distribution system. Travel agents essentially act as tour brokers that bring the buyers and sellers of travel products together. The agents have access to an extensive network of suppliers and customers and are able to help facilitate interaction between the two (the service provider and the customer) by identifying the particular needs of each group.
2. Reservations and ticketing. Making reservations and issuing tickets are two of the more traditional roles of travel agents. 
3. Information provision and travel counseling. Travel agents have a wealth of information at their disposal. They possess an extensive knowledge of tourism destinations and are well equipped to offer advice to the inexperienced traveler. Whether a customer is looking for a quick flight across the country or planning a major expedition around the world, travel agents can provide valuable assistance.
4. Design of individual itineraries. The person-to-person nature of the travel agent business allows the travel agent to gain an in-depth understanding of customers’ travel needs. By identifying what a customer’s specific needs are, the agent can put together a personalized itinerary.
Travel agents can arrange transportation, accommodation, insurance, activities and tours, all with the intent of satisfying the traveler’s particular needs and expectations. Despite the benefits that travel agents can provide to a company’s distribution system, the emergence of new and cheaper distribution tools such as the internet has placed the future role of travel agents in doubt. For this reason, a large number of travel agencies are seeking new positioning strategies to maintain their foothold in the tourism market. 
Tour operators
 Tour operators are organizations that offer packaged vacation tours to the general public.
These packages can include everything from transportation, accommodation and activities to entertainment, meals and drinks. Tour operators typically focus their marketing efforts on the leisure market, which represents the dominant buying group. The tour operating sector has become increasingly concentrated.
Travel Specialists
Travel specialists are intermediaries that specialize in performing one or more functions of a company’s distribution system. Hotel representatives, for example, specialize in providing contact with a hotel’s customers in order to identify their specific accommodation needs.
Advertising agencies can also act as specialists, performing the promotional aspect of a company’s distribution system. By using travel specialists, a company can designate particular functions to the intermediaries that are best equipped to perform them. Focusing on one specific operation within the distribution channel allows the travel specialist to perform the function at hand in the best possible way.
The Internet
Tourists are turning in increasing numbers to the internet to help them plan and book their travel. Some stakeholders in the travel industry, such as airlines, car rental companies and international hotel chains, have been quick to grasp the potential for marketing and selling their services online. They have recognized an opportunity to bypass intermediaries and to sell their basic products and services directly to the customer. Many hotels have developed web-based booking tools for both leisure and group sales.
[bookmark: _Toc15990478]5.3.2. Channel Conflict
For companies within a distribution channel to be successful, it is necessary that they work together. When every member in the value chain co-operates, it allows the channel to combine its resources to perform in a more efficient and effective manner. The success of the entire channel will in turn benefit all the individual members. Unfortunately, many companies in the tourism and hospitality industry tend to focus on their own, individual performance rather than on that of the entire chain. They frequently disagree about the roles each should play or who should do what for which rewards. Thus a co-operative marketing system is often difficult to achieve, and a common occurrence which is called as channel conflict, in which one member perceives another to be engaged in behavior that prevents or hinders the first member from achieving its goals.
There are two main forms of channel conflict: horizontal conflict and vertical conflict.
Horizontal conflict takes place between organizations at the same level of the distribution channel. An example is a conflict over territory between two Best Western franchises. Due to the rapid growth of this company, it is common for two separate franchises to compete for the same market segment of customers. on the other hand Vertical conflict occurs between organizations at different levels of the same channel, and it is more common. An example is the argument between travel agents and airlines over the latter’s cutting of base commissions for the former.

[bookmark: _Toc15990479]5.3.3. Designing the Distribution System	
Tourism organizations must decide how to make their services available to their selected target market by choosing their distribution mix strategy. This can be a complex decision. They must select a mix that will provide them with the maximum amount of exposure to potential travelers as well as ensure that the chosen strategy aligns with the company or destination image. In addition, the strategy should maximize control over sales and reservations and should work within the organization’s budget. An organization can consider three basic distribution strategies:
1. Intensive distribution. In this case the organization maximizes the exposure of its travel services by distributing through all available outlets or intermediaries. This strategy is most useful for an organization that is trying to obtain high market coverage.
2. Exclusive distribution. Here the organization deliberately restricts the number of channels that it uses to distribute its product or service to its customers. Because only a limited number of intermediaries are given the right to distribute the product, the result is often a strengthening of the company’s image and an increase in the status of those who purchase the product. 
3. Selective distribution. In this strategy between intensive and exclusive distribution, a company uses more than one but less than all of the possible distribution channels. 
[bookmark: _Toc15990480]5.3.4. Distribution Channel Management
Once the tourism organization has decided on its distribution mix strategy, it must implement and manage the chosen distribution channel. Channel management includes selecting and motivating individual channel members and evaluating their performance over time.
Selecting Channel Members- Tourism organizations must share information and work closely with the members of their distribution system. It is critical, therefore, that an organization selects the best suited channel members in order to ensure an effective distribution system. 
Motivating Channel Members- After an organization has selected its distribution channel members; it must continually motivate these members to perform their best. Three incentives are commonly used to motivate a company’s intermediaries. The first one is financial, and includes commissions and bonuses. The second is the provision of educational trips for intermediary staff, during which they can experience the supplier’s product for themselves. Such ‘familiarization trips’ are common in the travel agency sector.
Another incentive, again quite common in travel agencies, is to provide intermediaries with reduced-price holidays. This gives them greater knowledge of the product and enthusiasm for selling it to consumers.
Evaluating Channel Members- Tourism organizations must constantly monitor each channel member’s performance in order to ensure the success of the channel as a whole. Performance can be measured through the generation of sales, customer delivery time, and/or the success of combined promotional efforts among intermediaries. Channel members who perform well should be recognized and rewarded, and assistance should be provided to those who are struggling to meet the company’s goals and objectives.
The organization should also re-qualify’ its channel members periodically, replacing the weaker members that harm the overall effectiveness of the distribution system. 
[bookmark: _Toc15990481]5.4. Communication/Promotion Mix/ and Advertisings
Promotion in tourism and hospitality marketing is the mix of various communication activities which tourist firms or national tourist organizations carry out with a view to motivate or influence those target customers on whom their product sale depends. It is however, not only the target customers who need to be influenced by the various promotional techniques, there is the need to influence intermediaries like retail agents and suppliers as well as opinion leaders like journalists, travel 'writers, etc. However, the primary target for promotion is the target markets, group of current and potential customers. 
As applied to service industry like tourism, the most important function of marketing is to bring about an awareness of the product and its benefits in the minds of both current as well as potential customers. The message about the product must, however, reach the customer through a variety of channels. All this activity forms a part of overall marketing communication. 
Systematic communication both with the actual as well as potential customers as also with trade intermediaries and opinion leaders is very essential with a view to bridging the gap between the producers of services on the one hand and the customer on the other. Communication is therefore necessary since like in any other industry, successful marketing in tourism cannot rely on a product of the right kind or a market related pricing policy or reliable and effective distribution network alone. The primary role of the promotion thus is to convince the potential customers of the various advantages of buying or using the products and services of a particular enterprise, organization or a firm.  
Basically, the term promotion is interpreted to refer to informing, persuading, encouraging or more specifically influencing the potential customers and trade intermediaries like travel agents, tour operators, reservation services, hotel and charter brokers, about the benefits of the product. In other words promotion is creating awareness among the potential customers about the product. The question now arises as to how· this awareness is to be brought about in the minds of consumers and intermediaries. Tourist enterprises use different methods of communication to achieve their objectives. However, there are certain identifiable methods which are being used by almost all the marketing organizations. The identified methods are illustrated in figure 5.4 below.
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  Figure 5.4:  Communication mix
5.4.1 [bookmark: _Toc15990482]Definition of Advertising
Advertising is any paid form of non-personal communication about an organization, product, service, idea or cause by an identified sponsor and communicated through a message. An advertising campaign is the product of the combined work of an entire team of specialists. The team consists not only of top management, marketing, advertising and product managers, but also of agency copy writes, media personnel, art directors, TV producers, etc. It is, therefore, important that all these people are concentrating on a single product and putting their concerted efforts in the same direction. Advertising can take place by using the different media such as, Newspapers, Magazines, Radio, Television, Internet, etc. 
Advantages and Disadvantages of Advertising 
 Advantages of advertising
Adverting can benefit firms in different ways such as;
· Advertiser controls the message
· Cost effective way to communicate with large audiences
· Effective way to create brand images and symbolic appeals
· Often can be effective way to strike responsive chord with consumers
· Wider coverage
· Frequent appeal
· Accessibility
Disadvantages of advertising
Even though, advertising has a number of advantages for hospitality industries, it has its own drawbacks, 
· High costs of producing and running ads
· Credibility problems and consumer skepticism
· Clutter
· Difficulty in determining effectiveness
[bookmark: _Toc15990483]5.4.2. Public Relations (PR)
Public relation is the activities that a tourism or hospitality organization uses to maintain or improve its relationship with other organizations or individuals.
The internationally accepted definition of PR however is that it is lithe deliberate, planned and sustained effort to establish and maintain mutual understanding between an organization and its public." From the above definitions of Public Relations it is evident that its main function is to inform public about the activities of an organization. In other words, it is a part of an organization’s total communication effort. Its purpose is to create best possible reputation for the organization byway of presenting facts,
(i) To ascertain and evaluate public opinion;
(ii)  (ii) to counsel management on ways of dealing with public opinion as it exists; and
(iii) To use communications to influence public opinion
Public Relations is often confused with and used as a handy synonym for some of its functional parts, for instance, press agency, publicity, institutional advertising, propaganda, product promotion, and lobbying. 
	                     Activity  5.5
Take two tourism and hospitality industries and observe the organizations first and identify which public relation they use and explain how they apply public relations. _______
___________________________________________________________________________.



Public Relations in Tourism
Public Relations in the field of tourism assume special significance because of the peculiar nature of the product. Here the need for making complete information and facts available to both potential and actual tourists assumes special significance. It involves measures designed to create and improve the image for the tourist product, create a more favorable climate for its advertising and sales support activities, especially in regard to travel trade intermediaries and news media. 
Favorable acceptance of any tourist destination by the public is of utmost importance. In fact, no business is more concerned with human relations than the business of tourism. Public relations in tourism is used to create and maintain a positive image for a country, a tourist destination in the minds of people who are in a position to influence public opinion editors, travel writers etc.), or in the minds of sales intermediaries (travel agents, tour operators, etc.). It is oriented towards creating and maintaining an atmosphere whereby travelling public at large is convinced of the advantages of visiting the country concerned. Public relations are one of the important functions of the official tourist organization. In fact, tourist organizations primarily are public relations organizations. The objectivity of public relations in the field of tourism may be divided into two parts, firstly the dissemination of information, and secondly the creation of a favorable image for the tourist product.
Public Relations make use of several communication techniques. These include:
· news and feature stories
· press releases
· films and slides
·  booklets and brochures
· photographs, displays and exhibits
· advertising
· radio and TV scripts
· newsletters
Tools used in public relation,
· Publicity
· Special publications
· Community activity participation
· Fund-raising
· Special event sponsorship
Publicity 
Publicity refers to the dissemination of information without charge or its news value in order to inform the prospect about a particular product. Or it is Non-personal communication regarding an organization, product, service, or idea not directly paid for or run under identified sponsorship. 
A publicity program should include regular publicity, stories and photographs to newspapers, travel editors, contact with magazines on stories, ideas, and the preparations of story outlines and pictures in order to induce magazines to do feature stories on a particular destination. News releases to travel trade magazines on items of interest to the travel industry, such as opening up of a new area, total expansion, increased transportation facilities, development of a new resort, are measures which are adopted, together with other publicity through the media of radio, television, lectures, seminars, travel films, etc. Tourist publicity initially developed in an empirical way under the pressure of the growth of international travel, and to the extent that information had to be supplied to an ever-increasing number of tourists. 
5.4.3 [bookmark: _Toc15990484]Sales Promotion and Merchandising
Sales promotion and merchandising are parts of marketing communications other than advertising, PR and personal selling. They are techniques primarily designed to stimulate consumer purchasing and dealer and sales-force effectiveness in the short-term, through temporary incentives and displays. The definition stresses the short-term, non-regular, incentive nature of sales promotion and the fact that it extends beyond consumers to distribution networks and the sales force. Much of sales promotion in practice takes place at points of sale, and the term merchandising is often used specifically to mean sales promotion at the point of sale.
A point of sale (POS) is any location at which a purchase transaction takes place.
The three main targets for sales promotion
Tactical techniques designed to stimulate sales to customers have three main targets:
· Individual buyers or customer segments in their homes or place of work.
· Distribution networks (points of sale), including ‘in-house’.
· Sales force.
I. Individual buyers
All sales promotion is designed to achieve additional short-run purchases by customers that a business believes would not occur without specific marketing action. Aimed directly at buyers, the objective is to provide specific incentives or inducements to buy particular products at particular times. Much of sales promotion is restricted to chosen segments to avoid the dilution of total sales revenue that occurs if unnecessary incentives are offered to all customers, many of whom intended to purchase without the added incentive.
I. Distribution networks
If an organization receives a large proportion of its sales revenue through third party distributors, such as travel agents, achieving customer sales objectives will require their active participation. Distributors are bombarded daily by operators wishing them to provide extra display space for their products and other forms of support. Any special effort therefore usually requires special incentives and if they are not provided, sales targets are unlikely to be achieved.
II. Sales force
For larger organizations, sales forces are generally required to service and motivate corporate customers and distribution networks. Being human, any additional effort on top of continuous routine sales efforts often requires some additional forms of incentive or reward.
The use of sales promotion is growing rapidly for many reasons: it offers the manager short-term bottom-line results; it is accountable; it is less expensive than advertising; it speaks to the current needs of the consumer to receive more value from products; and it responds to marketplace changes. Sales promotions can also be extremely flexible. They can be used at any stage in a product’s life cycle and can be very useful in supporting other promotional activities. Sales promotion can be customer oriented or it can be trade oriented.
[bookmark: _Toc15990485]5.4.4. Personal Selling
[bookmark: _Toc343019635]Personal selling is direct person-to-person communication whereby a seller attempts to assist and/or persuade perspective buyers to purchase a product or service. Personal selling must be integrated within the overall communications mix so that it may be supported by advertising and PR that creates awareness, knowledge and liking for the organization and its products; printed and electronic information that provides product detail; sales promotions that create incentives to buy; and merchandising and point of sale material reinforcing the message at the point of sale.
[bookmark: _Toc15990486]Chapter summary
· Tourism and hospitality products are a group of selected components or elements brought together in a ‘bundle’ to satisfy needs and wants. There are three levels of tourism products: the core product, the tangible product, and the augmented product. An important part of the augmented product is the physical environment – often referred to as the ‘service scape’. This is very important for tourism and hospitality products such as hotels, restaurants and theme parks, which are dominated by experience attributes.
· The product mix is the portfolio of products that an organization offers to one market or several. Another product analysis tool is the product life cycle (PLC); an organization should assess each product and service in terms of its position on the product life cycle. The final product planning tool is positioning, its purpose being to create a distinctive place in the minds of potential customers.
· Branding has developed in the field of packaged goods as a method of establishing a distinctive identity for a product based on competitive differentiation from other products. The case for branding is stronger for tourism products that offer the possibility for differentiation in several areas of the marketing mix. This is why branding has been particularly successful in hotel and restaurant marketing.
· In the tourism and hospitality industry, packaging is the process of combining two or more related and complementary offerings into a single-price offering. Packaging provides several customer benefits, including easier budgeting for trips; increased convenience; greater economy; the opportunity to experience previously unfamiliar activities and attractions; and the opportunity to design components of a package for specialized interests. 
· Developing new products is different from maintaining existing ones, and planning for both kinds of product will differ according to whether the products are targeted at existing markets or new ones. Holloway and Plant suggest that a company has four alternatives in developing new products: market penetration, market development, product development, and diversification.
· The key factors determining pricing decisions are marketing objectives, costs, other mix variables, channel member expectations, buyer perceptions, competition, and legal and regulatory restrictions. The analysis of buyers’ reactions to price change uses the concept of ‘elasticity of demand, if demand increases in line with price cuts, the product is said to be elastic. But if demand remains relatively unaltered by price changes, the product is said to be inelastic.
· Basic approaches to pricing fall into three main categories: cost-based methods, demand-based methods and competition-oriented pricing. Three strategies commonly used for the introduction of new products are prestige pricing, market skimming and penetration pricing. Other pricing techniques include promotional pricing, product-bundle pricing, price spread and price points, discriminatory pricing and discounting. Particular features of the tourism and hospitality industry that affect pricing include the high level of segmentation within the industry; variability of demand; the perishable nature of the product; high fixed costs; cost fluctuations; vulnerability to demand changes; the high level of customers’ psychological involvement; seasonal demand; tactical price-cutting and price wars; low prices; fixed capacity; the customer’s total purchases; increased use of the internet; and late booking.
· To provide an adequate framework for making a company’s product or service available to the consumer different distribution channels are used by companies. There are two different distribution channels that the service provider or principal can pursue: direct or indirect. These intermediaries are independent associations that are not under the company’s control, and include travel agents, tour operators, convention and meeting planners, travel specialists and internet sites. When designing its distribution system, a company can choose among three different types of strategy: intensive distribution, exclusive distribution and selective distribution.
· In marketing communications, the blend of promotional elements is known as the promotional mix; this mainly includes advertising, sales promotions, public relations and personal selling.  Advertising can be defined as any paid form of non-personal presentation and promotion of ideas, goods, or services by an identified sponsor, using mass media to persuade or influence an audience. Sales promotions and merchandising in their primary tactical role of managing the short-run variations in customer demand for products that occur in all forms of tourism business. Both techniques are aspects of marketing communications that operate by providing additional incentives at the point of sale. 

	Self-Check points
Here it is the end of the fifth chapter. Accordingly, it is time to test out whether you have grasped the basic concepts and issues discussed in this chapter. try to reflect on the following points and if you have a “No” answer for any of these points, you have to go back and thoroughly study the relevant section(s) further until you become familiar  with the subject matter.

	Now, are you able to …?
	Yes 
	No 

	Elucidate products offered in hospitality marketing 
	
	

	Define product mix
	
	

	List out the elements of physical evidence 
	
	

	Define physical evidence and  service scape
	
	

	Define the term Packaging
	
	

	Identify the difference between long-term and short-term planning
	
	

	List and differentiate the four alternatives in new product development
	
	

	Elucidate approaches of product development
	
	

	State factors that affect the pricing decision of companies
	
	

	Define the distribution system and networks in hospitality marketing 
	
	

	Explain the communication mixes used in tourism and hospitality marketing 
	
	


[bookmark: _Toc343019638]



[bookmark: _Toc15990487]Chapter review questions
Part I: Multiple Choice Questions
Instruction: Choose the best answer from the alternatives provided and Write the letter of your answer on your own separate sheet.
1. Among the following one reflects augmented  level of the product in merchandise shop,
A. The tangible part of  the merchandise 
B. The attributes imaged by the buyer before purchase 
C. They may or may not be paid part of the service 
D. The future transformation of the product.
2. From the following statements one is true about Price skimming.
A. Price skimming works best when our customers are price sensitive
B. It is appropriate to use when customers are qualitative insensitive
C. We can use it when the target market is price insensitive 
D. We can use it when the target market  has low purchasing power
3. Among the following one is common to communicate hospitality offers for rural areas.  
A. Television 
B. Internet 
C. Radio
D. Magazines 
Part II:  Explain the following questions briefly
1. Think of a particular tourism or hospitality organization in which you believe physical evidence is particularly important in communicating with and satisfying customers. What information would you give to the manager of that organization to convince him/her of the importance of physical evidence in the organization’s marketing strategy?
2. Explain the differences between prestige pricing, market skimming and penetration pricing, using examples from a sector of tourism and hospitality other than hotels.
3. What are the two different types of channel conflict that can arise in a distribution system? Give one example for each type from the tourism industry. How can these conflicts be resolved?
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[bookmark: _Toc15990489]Answer Key to Chapter Review Questions
Chapter-two
Multiple choices
1. 
2. C
3. D
4. D
5. C
6. B
7. A

Chapter-Four
Multiple choices
1. 
2. D
3. F
4. C
5. B


Chapter-five
Multiple choices
1. C
2. C
3. C
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