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Welcome to the Tourism hlarketing Seminar.

This manual has been designed as a study aid and reference manual
for use in conjunction with the Tourism Marketing seminars in
Rankin Inlet, March 5 - 9, and in Hay River, ~farch 12 _ 16, 1984.
It has been prepared by The Economic Planning Group of Canada for
the Travel Industry Association of the Northwest Territories.

The seminar program consists of 10 “modules” or sections and is
designed to be given over a 4 - 5 day period. In addition to
lectures covering the content of the manual, several case studies
have been included as follows:

Case #l: Marketing Plan for the Rankin Inlet Lodge/
Ptarmigan Inn.

Case #2: Pricing a Property; The Concorde Hotel

Case :3: Packaging a Wilderness Excursion Product

C2se #4: Developing a Regional Advertising and
Promotional Plan

Participants are encouraged to read ahead of the instructor and to
prepare questions for him/her. A discussion period will be held at
the completion of each module .+0 answer anl~ql~estions$ and to
discuss the contents in a less formal mariner. Participants will be
asked to offer commentary on their own experierlce:jand views
during these discussion periods.
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The cases will be dealt with at appropriate points during the
seminar, generally following the relevant module. During the
first day of the seminar, participants will be allocated to small
workshop groups of some 6 - 8 persons. Participants should,
individually or in their group, review the case information in
advance and be prepared to document their solution to the case
with their group in a “workshop” format during the seminar. The

results of the work of some, or all, of the groups may then be
reviewed with the whole class.

Participants will be asked to evaluate the seminar program at its
completion. Evaluation forms will be distributed at the beginning
of the seminar so that participants can complete their evaluation
at the end of each day. In addition to the individual evaluation,
a general evaluation of the program will be considered by the class
as a whole during the last day.

We have enjoyed preparing this manual and look forward to working
with each of you during the seminar.

Yours truly,
THE ECONOMIC PLANNING GROUP OF CANADA

S. Gordon Phillips
Vice-President

i

Joanne Sigurdson
Associate
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PROPOSED SEMINAR PROGRAM

Monday Afternoon Introduction, organize workshop groups,

review evaluation form, etc.

Module 1: Introduction to Marketing

Discuss cases.

Tuesday

Wednesday

Thursday

Module 2:

Module 3:

Module 4:

Case #1:

Case #2:

Module 6:

Module 5:

Case #3:

Module 7:

Module 8:

Module 9:

Case #4:

Tourism Markets

Situation Analysis

Developing Marketing Strategies

and Plans

Marketing Plan for the Rankin

Inlet Lodge or the Ptarmigan

Inn.

(optional) Pricing a Property

Marketing Management

Packaging

Packaging a Wilderness

Excursion Product

Advertising

Brochures

Sales Promotion, etc.

Developing a Regional Promotion

Plan/or a Promotion Plan for the

Rankin Inlet Lodge/Ptarmigan Inn

Banquet

Friday Morning Module 10: Travel Trade Marketing

Seminar Evaluation
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MODULE 1

INTRODUCTION TO MARKETING

1. BACKGROUND

Before we define what marketing is, let’s consider the broad

perspective that we face at the present time in the tourism

industry. You will agree that the following events have happened

in tourism since World War 2:

●

●

●

THE ECONOMICPIANNING

The international tourism industry has

gone through a period of astronomical growth

over the past 30 to 35 years. Prior to

about 1950, travel was reserved for the very

wealthy, people who had the money and the

time to travel by ship and rail, at higher

relative costs.

Now tourism and travel have become part of

the lifestyle of the middle and lower middle

classes of all industrialized nations. It

is no longer a luxury but is now considered

a necessity of life.

Dramatic technological changes, particularly

in air travel and extensive ownership of the

automobile have brought the relative cost

of travel down to the means of all but the

poorer members of society. Concurrently,

rising incomes and large increases in

GROUP&c-
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disposable income in particular have accounted

for this rapid growth.

●

●

i%,,.,..
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i
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Although tourism is expected to continue

to grow strongly until the end of the

century, the rate of growth has been slowing

as the industry has started to reach a state

of maturity.

A growing market is a forgiving market as

far as excellence is concerned. However,

as we are now in a period of consolidation

where companies, to continue to prosper,

will do so only by lead-ingthe competition

in terms of the quality of their planning

and marketing. Strategies for increased

market share, differentiation and specialization

and for market segmentation will become in-

creasingly important~ as will the need to

become increasingly responsive to changes

in market demands.

Obviously some destinations have been in the

slow growth cycle for years, while others

will continue to grow rapidly in the

coming years. The principles we deal with

in this seminar will assist in either case,

in optimizing the benefits available to

firms and travel zones in the marketplace”

Certainly, tourism has grown very rapidly in NWT during this

period. A report entitled “Community Based Tourism: A Strategy

IHEECONOMIC PLANNING GROup ofCcnodO
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I’orthe Northwest Territories Tourism Industry: Summary Report”

reflected this growth trend by quoting the following statistics:

● In 1959, only an estimated 500 tourists

visited NWT.

● By 1969, this figure had grown to 12,500

pleasure travelers.

● By 1981-82, this figure grew even more to

around 35,000 pleasure travelers. Total

person trips, including those made by business

travelers, were approximately 106,000. In

addition to this, NWT residents made about

75,000 person trips in NWT in the same period.

These statistics show that the growth in tourism in NWT is

slowing, indicating that the industry has entered a new phase

in its development. We might call this the “mature” phase -

a phase where marketing is of paramount importance.

What, then, is marketing? There are many definitions contained

in a growing library of marketing textbooks. When you cut away

all the niceties that each author has used to make his or her

definition unique, you’re left with one basic fact - marketing

is philosophy or frame of mind that a tourism manager has to

adopt to be successful in today’s business environment. People

refer to this philosophy or frame of mind as a “marketing

orientation”. All of you must have a “marketing orientation”

irrespective of whether you operate a hotel, lodge, escorted

tours, or manage a regional tourism association; it is a must

in today’s business environment.

THEECONOMICWNNING GROUPofc~
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2. BASIC PRINCIPLES AND THE FOUR p’s
..

One of the leading authors in the marketing field, Philip Kotler,

offers the following definition of marketing :

“Marketing is the analyzing, organizing, planning

and controlling of the firm’s customer-impinging

resources, policies and activities with a view to

satisfying the needs and wants of chosen customer

groups at a profit.”

*,

,t

.t,

.,.,,

,

I

Often these activities and the basic management philosophy from

which they result are referred to as the “marketing concePt.”

The assumption behind this concept is that the ultimate success

of any business enterprise is dependent uPon finding customers

and giving them good value and satisfaction. This may sound

very simple and basic to you, but you should realize that there

are still many businesses which do not accomplish this goal.

As a tourism manager, you should realize that the twin aims of

marketing are as follows:

i. To recognize, identify and assess the

existing and latent demand for facilities

and services which your business or region

provides or could provide.

ii. To direct your organization’s efforts to

develop, provide, distribute and promote

these facilities and services to selected

market groups.

THE ECONOMICPIANNING GROUPorc-
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Now that we’ve told what marketing is and you know what it

takes to be “marketing-oriented” , let’s test your current

marketing perceptions. Ask yourself the following questions:

(a)

(b)

(c)

(d)

(e)

(f)

Do you know who your present customers

are?

Do you know where your present customers

live?

Is your business or region set up to serve

the needs and desires of your key guests?

Do you respond to changes in the market?

Is there a firm commitment and example

from the top in your business or region

that the customer comes first?

Do you believe that all parts of the

marketing system in your business or

region must be functioning well for

marketing to be effective?

If you honestly answered yes to all six of the above questions,

then you can consider yourself to be marketing-oriented.

You will recall that we said that one of the aims of marketing

was to “direct your organization’s efforts to develop, provide,

distribute and promote facilities and services to selected

market groups.” Many marketing textbooks refer to these

activities as the “four P’s of marketing”, i.e., product,

,,’

THE ECONOMIC PlJ4NNlNG GROUP ~ccxxxjo
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place, price and promo tion. These are the four classical com-

ponents or steps in marketing any facilities or services. Later

in the seminar, we’ll be talking about another two important

“P’s” in tourism marketing, namely packaging and ~rogramming;

the seventh “P” of marketing in tourism is people.

Christie-Mill and Morrison, in their book “The Tourism System”,

state that a tourism destination is “a mix of interdependent

elements” including attractions, facilities, services, infra-

structure, transportation and hospitality resources. The tourism

“product” in the NWT or in your region of NWT includes all six

of these elements. Later in this module, we shall talk more about

the tourism “product” and the unique features of tourism “product”

marketing. For now you should realize that your product is just

one of a range of products which your destination has to offer

to customers. You are probably highly dependent on the suppliers

of many of these other products in ensuring that your business

or zone is marketed successfully.

In a tourism context, “place” refers to the means of travel and

access (infrastructure and transportation) to the tourism “product”,

the geographic locations of attractions, facilities and hospitality

resources, and the “channels of distribution” that customers

can use to buy your tourism experience. Tour wholesalers,

tour operators and travel agents are the key “channels of dis-

tribution” in tourism.

“Price” represents the dollar value that the customer must pay

to purchase a tourism experience and the component costs within

this total price tag. If you own an individual tourism business

you represent one of these component costs.

THE ECONOMIC PIANNINGGROUP ofC-
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“Promotion” is perhaps one of the most easily recognizable of

the “four P’s of marketing”. It represents the mixture of

activities by which a business or association makes customers

aware of its tourism product and attempts to persuade them to

visit. These activities include advertising (use of media),

personal or direct selling, sales promotion, publicity, public

relations and merchandising. These activities are all components

of a destination’s or business’s “marketing mix”, which we review

in detail later.

If you own or manage a tourism business you should be aware

of the “big picture” at the destination level and recognize

your operation’s role within it. You should also realize that

your individual business has its own parallel set of “four P’s”

(and the three other “P’s” of tourism marketing) which are the

main components of your

3. THE TOURISM PRODUCT

marketing activities.

the tourism product at the destinationEarlier we talked about

level as consisting of “a mix of interdependent elements”

including attractions, facilities, infrastructure, transportatlon

and hospitality resources. Certainly, this is one valid way

of defining tourism from the supply side of the picture; but

what about the customer’s view of the product? Using our newly–

honed marketing orientation, we would turn this around to say

that the tourism product is the mixture of benefits which

customers perceive they will receive at the destination or at the

individual businesses within it. Thus, our tourism product is

not necessarily the hotels, lodges, restaurants, rooms, meals,

or transportation services you provide; although you probably

would say that these are your products. Under the marketing

t

THE ECONOMIC PIANNINGGROUP ofCmoc!a
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concept, what really counts most is how your customers feel

your offerings will benefit them by satisfying their needs

and wants. In a whitewater rafting operation, the users are

not buying the rafts or the food they receive, rather they are

satisfying their needs for adventure and excitement. In your

hotels, the guests are not buying the beds and the other room

furniture, rather they are satisfying their needs for overnight

accommodation in comfort, relaxation and cleanliness.

Should you be selling rafts and beds; or adventure, excitement,

comfort, relaxation and cleanliness? You’ll probably agree

that many existing tourism businesses have a product rather

than a marketing orientation, thus they sell the quality and

quantity of their rafts and bedrooms, rather than the quality

of the experience these provide to the customer. The answer

to the question is that you must gear all your marketing activities

to customers’ needs and wants.

Another way of looking at the tourism product is that it represents

the full range of attractions, activities, facilities, experiences

and services required or desired by the customer in a given purchase

decision or travel experience. It also includes elements outside

of the travel period itself, such as booking, ticketing, information,

travel documents and so on.

When you consider the reasons why pleasure travelers visit the

NWT, you will no doubt agree that their real demand is for the

“free” elements of the tourism product that your destination

offers, including your natural resources, climate, culture,

history and ethnic mosaic. These are unquestionably unique

and are the true “draws” of your destination. The other product

elements including lodge/hotel rooms, meals and transportation

IHEECONOMIC ~NNINGGROUP ofCcmdo
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services are “suppertive in that they have to be purchased by

pleasure travelers for them to enjoy the “free” elements;

they are, therefore, a means to an end rather than the end

itself. We can also then define the tourism product in the

following diagrammatic fashion:

. Natural resources.

. Climate

o

THE REAL “PRODUCT”
. Culture DEMANDED
● History
. Ethnic
. Events
. Entertainment/recreation

Many tourism managers fail to grasp this apparently simple

concept and as a result their marketing activities are not as

effective as they could be. They concentrate on selling the

physical attributes of their facilities or services, rather

than on the real “demand-generators” .

When we review this question further, you’ll no doubt agree

that what really determines travel purchase behaviour is the

mental image that the customer has of the destination, whether

this image reflects reality or not. By and large, this mental

image is created by the following three inputs:

1. Past experience and personal knowledge.

2. Reports and advice received from friends
and relatives.

THE ECONOMIC PIANNINGGROUP o(C-
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3. Information available or recalled.

,,)
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These three inputs in turn determine customer’s awareness of the

tourism product, their attitudes towards it and their

expectations of the benefits they will receive from it.

You have probably heard the expression “sell the sizzle, not

the steak.” This is not Just applicable to restaurant operators;

it is relevant to all of you. In marketing a tourism product,

you must create an expectation that the customer will receive

a rewarding and pleasurable experience. In order to do this,

you must first implant an awareness of the potential experience

in customers’ minds, then you must try to influence their

attitudes toward your particular product by showing them how

your product will satisfy their needs and wants, and, finally,

you must motivate them to make purchase decisions.

This brings us to “~rogramming” and “packaging” - they are

the second last two “P’s” in what we might call the “seven

P’s of tourism marketing”. All of the points that we have

made previously should not only have an impact on your

marketing programs, but also on the product itself that you

have to offer or could offer. If you have not already realized

it, there are probably a variety of activities and experiences

in your destination that you could program or package for your

guests - surely these will add to the attractiveness of your

particular tourism product. We shall discuss vacation packaging

in detail later in Module 5. By programming we mean the

organization of events, activities and support services for

your guests.

THE ECONOMIC PLANNING GROUP ofCcnodo
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Cruise ship operators are leaders in programming and are,

therefore, a good example of this for you to consider. They

don’t just leave passengers to their own devices when they

board ship, but they organize and provide a wide variety of

recreational, educational, entertainment activities and shore

excursions for them. It is these programmed activities that

are the primary benefits that the cruise passenger expects

and receives; the transportation of the cruise, on the other hand,

is almost meaningless. You can probably think up other good

examples of excellence in programming. Many resorts and resort

lodges have become very successful due to programming,

including Club Med. Even hotels, restaurants and bars have

increased their business volumes by doing more programming.

Those tourism operators who can develop and offer interesting

or exciting program and support services, in conjunction with

their existing facilities and services, will have a greater

impact on the marketplace. They will, in fact, be creating

new “products” in the eyes of their potential customers.

4. UNIQUE FEATURES OF TOURISM MARKETING.

Marketing in the tourism industry is unique; it differs in

a number of important respects from the marketing in other

industrial sectors.

Tourism, first of all, is a service. An intangible experience

is being sold, not a physical good which can be inspected prior

to purchase. Being a service, production and consumption of

the service takes place at the same time. In manufacturing

goods are produced, stored and sold. The “inventory” process

serves as a way of linking these stages of production and

consumption. Tourism supply cannot be stored. Unlike a can

I
THE ECONOMICPIANNING GROUPofc-
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of food which, if it is not sold one day can be sold the

next, if an airline seat, hotel room or restaurant seat is not

sold today that particular sale is lost forever. Although the

inventory cannot be stored and adjusted to changes in demand,

the capacity to produce these tourism services must be developed

ahead of time. This puts a great deal of pressure on producers

to effectively plan the proper amounts of facilities and, having

developed those facilities, keep them as fully used as possible.

This in itself creates another kind of problem,for tourism supply

is relatively fixed. The resources and infrastructure of a

destination cannot change as quickly as can tourist demand.

A second important point is that the service provided - a vacation -

is in fact an amalgam of several products and services. A

vacation has a transportation component, a lodging component?

a food and beverage component, an attractions component, an

activities component and so on. These components are usually

offered by different firms and may be marketed directly to the

tourist or combined into a package where they are offered as

one vacation but the services are supplied by different firms.

This lack of control over the entire vacation means that a great

deal of interdependence results. A satisfied tourist results

from many independent businesses each providing a satisfying

part of the total vacation. The marketing efforts of each of

the parts are thus affected by the efforts of the others providing

a part of the vacation. The satisfaction provided is also a

function of the human element providing the service. This also

is very difficult to control in terms of the consistent quality

of service provided.

THE ECONOMIC PIANNINGGROUP ofC-
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A third factor concerns the role of travel intermediaries

(channels of distribution). Because most tourist services

are located at distances far from their potential customers,

specialized intermediaries – organizations which operate between

the producer and the tourist - are often necessary to bridge the

gap. Additionally, the fact that many tourism producers are

relatively small means that they cannot afford to set up their

own retail outlets. Thus, while in most industries the producer

exerts much control over every stage in the development and de–

livery of the product , in tourism ,the travel intermediaries can

influence if not determine which services should be offered,

to whom, when,and at what price. The role of government

Organizations, such as National Tourism Offices and provincial/

territorial tourism departments is also more significant in

tourism.

Other features of tourism marketing which make it unique include

the following:

● Complex and diverse motivations determine

consumer choice; there is a large element

of irrationality involved in purchase

decisions. This makes it difficult to de-

termine the most effective marketing

approach and appeals.

e Pricing, promotion and product policies

are extensively influenced by intermediaries,

often with limited flexibility for the

supplier.

(

I
! THE ECONOMICP!ANNING GROUPofcmo(jo
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● The customer has to buy the product without

seeing it or trying it. His risk and uncer-

tainty are therefore higher and his dependence

on information is acute.

● The supplier and customer usually have different

views of what “product” is involved. The

supplier sees his product as being his

facility or service (i.e.,’’bumsin seats” for

an airline) whereas the consumer sees it

being the attractions and the overall experience.

(This accounts for the success of packages)

● The interdependence of the services of

different suppliers causes problems in

providing a consistent and high quality

experience to the consumer. Poor service in

one component damages the whole product.

● The labour intensive nature of most tourism

services cause difficulties in maintaining

service quality - the human element is a

major factor.

● Demand is highly elastic with respect to

price and income while supply is highly

inelastic.

● Seasonal demand variations are acute.
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● Uncontrollable and often unpredictable

external factors can have a major impact

on tourism - an energy crisis, a currency

devaluation or political turmoil can affect

tourism activity dramatically.

● The low level of customer loyalty to suppliers

makes for an unstable market.

● Demand patterns are changing continuously

because of external factors and new technology,

● The high proportion of fixed costs in most

tourism operations increases their financial

risk in the face of fluctuations in demand

and seasonality. Their location often limits

the possibility of alternative uses for the

facilities.

● Demand is difficult to predict because of

external factors and the diversity of human

motivations involved with consumers.

● Competition is strong and the availability

of substitute leisure activities is very

extensive.

● Suppliers bear the brunt of promotion and

marketing activities because travel agents

won’t recommend a particular product.

● Peaks in demand often result in a lower level

of quality and service, with the resultant
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negative effects on customer’s attitudes.

● The quality of management and marketing of

tourist facilities usually suffers from the

small size of the businesses involved. They

don’t have the skills, resources or the

attitude to employ proper techniques. Custom

and tradition tends to predominate.

It is difficult to adapt the marketing

technology used in other industries to

tourism. Little tourism marketing technology

exists.
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TOURISM MARKETS

1. OVERVIEW OF TOURISM MARKETS

One of the basic principles of marketing referred to in

Module 1 was “market segmentation” or the task of breaking down

the overall market into segments or groups) and then targeting

in on one or more of these groups. In Modules 3 and 4, you

are shown how to practice market segmentation; in this module)

we review and describe the various segments of the tourism

market, and some of the important trends within them.

Another aspect of tourism markets is the “travel trade”) who

may not directly be our customers but who may influence them

and who can sell our product for us. In Module 1, the travel

trade was referred to as the “channelS of distribution” in

tourism and as the travel “intermediaries””

2. SEGMENTATION

Market segmentation in tourism is based upon the following

four assumptions:

1. The market fcr business and pleasure/

personal travel trips is made up of several

individual segments each of which has its

own unique needs and preferences relative to

these trips.

IHEECONOMIC wNNINGGROup ofC-
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2.

3.

4.

Potential t.ravellers can be grouped into

segments, whose members have similar and

identifiable characteristics.

A single tourism product offering, e.g., a

fishing trip to the NWT, will appeal to some

segments of the market more than to others.

Firms and organizations involved in tourism

can more effectively market their facilities

and services by developing specific product

offerings to appeal to specific segments of

the market.

What we are basically saying is that it is wrong to try to be

all things to all people; each individual tourism business

and region has its own range of market segments to which it

has the greatest potential appeal. Let’s call these market

segments your “target markets”, at which you are going to aim

all of your marketing activities. Many marketing experts call

this the “rifle approach” to marketing, where you take aim at

a specific target or targets. The opposite of this is the

“shotgun approach”, where you spread your marketing efforts

thinly over the tourism market as a whole. Obviously, by

now you will realize that the “rifle approach” is the soundest

of these two alternatives. The great advantage of market

segmentation, or “rifle approach”, is that you can tailor your

facilities and services, your marketing appeals and promotions

to fit closely to the needs and interests of potential visitors

in your target markets, thereby increasing your chances of

success.

THE ECONOMIC PLANNING GROUPofc-
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Since you know their needs and wants, you can appeal to them

in a manner which you are confident will have the greatest

impact upon them.

Before you decide that a given market segment is going to be

your target, you must check its “Viability”, in other words

will it return sufficient profit to your business or to your

region. Not all of the potential market segments that are

available to you will be viable. There are six criteria which

you can use to evaluate the viability of market segments and

these are as follows:

...

,.

1. MEASURABLE

You must be able to make a reasonably

accurate estimate of the size of the

market segment, i.e., the number of

potential visitors.

2. ACCESSIBLE

You must be able to reach the market

segment through promotion and/or

through the travel trade without major

difficulties.

3. SUBSTANTIAL

You must be sure that there are enough

potential visitors in the market segment

to justify the expenses you will encounter

in appealing specifically to them”

4. DEFENSIBLE

You must be able to defend your opinion that

the characteristics of the market segment

THE ECONOMIC PLANNING GROUPofc-
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are unique enough to justify a special

marketing program.

5. DURABLE

You must be quite sure that the market

segment will maintain its unique characteris-

tics over a sufficiently long period of

time, i.e., try to avoid “fads”.

6. COMPETITIVE

You must be sure that you have or could

have advantages over your competitors in

serving the needs and wants of the market

segment.

The most common method used in tourism to segment the overall

business and pleasure/personal travel market is a “geographical”

one. This happens due to the following reasons:

(a) It is generally accepted that travelers’

motivations and behaviour patterns differ

from region to region.

(b) It is usually easy to identify and measure

geographic markets, and also affordable to

aim marketing programs at them.

(c) Published travel statistics are normally

presented using geographic breakdowns.

(d) On the other hand, other types of segmentation

often require statistics that are not so readily

available, or that may necessitate expensive

research to obtain.
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Despite its common usage in tourism, geographic segmentation,

on its own, is normally not the best approach. There are six

general categories of “segmentation criteria” which can be

used in tourism, only one of which is geographic. The six

are as follows:

1. PURPOSE OF TRIP SEGMENTATION.

2. CHANNEL OF DISTRIBUTION SEGMENTATION.

3. SOCIO-ECONOMICIDEMOGRApHIc SEGMENTATION.

4. PRODUCT-RELATED SEGMENTATION.

5. PSYCHOGRAPHIC SEGMENTATION.

6. GEOGRAPHIC SEGMENTATION.

‘

Exhibit 1 presents a list of the variables or factors that

can be used under these four headings to segment the overall

business and pleasure/personal travel market. We will be

dealing with the topic of segmentation in greater detail in -

Module 4. For the meantime, you should realize that the most

effective way to segment the tourism market normally involves the

use of several segmentation criteria concurrently.

In the balance of this module we will consider aspects of the

first two types of segmentation. The others will be covered in

Module 4.

3. PLEASURE - PERSONAL TRAVEL MARKETS

It is difficult to establish exactly why people take pleasure-
; personal travel trips. Sometimes, many of’thesf~travelers

?
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Since you know their needs and wants, you can appeal to them

in a manner which you are confident will have the greatest

impact upon them.

Before you decide that a given market segment is going to be

your target, You ‘ust check its “viability”, in other words

will it return sufficient profit to your business or to your

region. Not all of the potential market segments that are

available to you will be viable. There are six criteria which

you can use to evaluate the viability of market segments and

these are as

1.

2.

3.

4.

follows:

MEASURABLE

You must be able to make a reasonably

accurate estimate of the size of the

market segment, i.e., the number of

potential visitors.

ACCESSIBLE

You must be able to reach the market

segment through promotion and/or

through the travel trade without major

difficulties.

SUBSTANTIAL

You must be sure that there are enough

potential visitors in the market segment

to justify the expenses you will encounter

in appealing specifically to them.

DEFENSIBLE

You must be able to defend your opinion that

the characteristics of the market segment
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may not themselves grasp the true reasons for their trips, and

others among them, if they do know the reasons, may be unwilling

to divulge them to the researcher. It is very hard, therefore,

for you to accurately determine which needs and wants these

pleasure-personal travelers are trying to satisfy. On the

other hand, you know that the business traveller is primarily

traveling to conduct business or to attend ameeting or

convention.

One first step we can take in dividing up pleasure-personal

travel markets is into “individuals” and “organized groups”.

The latter division includes pleasure travelers who arrive

in the NWT in groups that are organized by a company or

association. For example, Horizon Holidays of Toronto, is a

travel trade company which organizes and escorts tour groups to

and within NWT; Majestic Tours, Maupintour and Golliger’s Tours

are three others. Our other segment, the “individual” pleasure-

personal travelers includes individual people, couples, family

groups, or groups of friends, who generally organize their own

trips and who travel in smaller groups than the “organized”

visitors. These “individuals” may also have made use of some of

the travel trade firms, particularly travel agents and the

airlines.

Perhaps the best way you can now start to look at this market

is to examine how the tourism industry and its advisors perceive

it. You can be assured that if a

market is substantial, someone has

written about it in a magazine or

market, the sports fishing travel

pleasure-personal travel

already put a label on it and

book. The family travel

market, the elderly travel

market, the handicapped travel market, the resort traveller

market, the cruise market, the ski travel market, the timesharing

vacation travel market are but a few of these groups that have been

T!IEECONOMIC PIANNINGGROUP ofCmodo
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earmarked for special attention in articles, books and studies

prepared by knowledgeable industry people. The travel market

and product trends that are discussed later in this chapter

clearly show the overall pleasure-personal travel market is

becoming increasingly fragmented, as the number of identifiable

segments grows steadily from year to year. To prove this

take a quick look at the magazine rack in your local newsstand.

You’ll find that there are many more special interest magazines

there than there were ten years ago.

A greater variety of factors are involved in the determinants

of pleasure travel demand, in the motivations of the consumer,

and in the manner in which he makes a purchase decision. Further-

more, irrational factors can play a large part in the process as

well. I must caution you that, although a great deal of effort

and time can be spent in trying to determine what kind of consumer

is going to buy which kind of tourism product in what manner, the

complexity and individuality of the forces at work make this a

very difficult and often impractical effort. We can only hope

to gain some insight into the processes at work.

A wide range of variables affect the existence and nature of

the demands of the consumer. The following list is fairly

comprehensive:

1.

2.

3.

4.

5.

6.

7.

8.

Information available and recalled

Past experience

Perceived opportunities or alternatives available

Motives and interests

Personality characteristics

Personal values

Existing attitudes and opinions

Geography - where consumer is located

THE ECONOMIC PLANNING GROUP ofCmo&
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9.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

Cultural influences

Social class and influences

Reference groups

Family

Financial situation - disposable income

Time available

Climate - at home and at destination

Age and health

Nature of work

Population density

Technology

Architecture

Quality and intensity of promotional efforts

Images and expectations

The motivation to purchase a tourism product is influenced

by all of the foregoing general demand determinants but the

selection among alternatives will be largely determined by

more specific factors such as:

1.

2.

3.

4.

5.

6.

Price

Destination attractions, facilities and services,
relative appeals of the travel product

Accessibility

Pre-travel information and services

Images and associations relative to the tourism
product.

Perceived risks

The motivation to purchase a tourism product is generated by

a perceived need or desire on the part of the consumer.

Basically the motivation is a desire for a change from

day to day routines, pressures and lifestYle. Tourism is not

the only alternative available to him, but it is an extremely’

THE ECONOMIC PIANNINGGROUp c#C-
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attractive alternative to most people for using their available

leisure time and disposable income. The motivations manifest

themselves in one or more of the following areas of personal

interest:

1. Ethnic

2.

3.

4.

5.

6.

7.

8.

9.

Usually

- to see how others live, work and play

- to return to the place of birth or

ancestral home

Cultural - learning about and experiencing the

lifestyle of other, different cultures

Historical - to see evidence of former cultures,

works of art and monuments

Environmental - scenery, climate

Recreation and Health

Entertainment

Social or Ego Enhancement

Interpersonal - visiting friends and relatives

Escape, adventure and pleasure

several of these motivations are at play in a given

situation.

A number of de-motivators are at work as well in varying

quantities in different people. To the extent that they out

balance the tourism motivators, a non-tourism alternative

will be selected. The tourism de-motivators are:

1. Insecurity in strange places

2. fear of travel

3. lack of language

4. loss of security of home
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5. cost

6. limited time available

7. poor health and old age

8. family obligations

9. alternative demands on money

Recognizing the wide variety of influences and factors involved

in consumer travel decisions, it is no wonder that consumer

decisions often have a largely irrational component - and that

tourism suppliers have generally despaired of attempting to

predict the likely response of different market sectors to the

offering of a new tourism product. The only practical way to

come to grips with these issues is to observe the actual resPonse

of different market sectors or travel groups to specific tourism

products and to marketing appeals. The actual motivations

or influences affecting behaviour can then be inferred from the

behaviour resulting.

The inferred motivations can be used in establishing promotional

appeals.

;
...

4. BUSINESS TRAVEL MARKETS

In most Canadian and U.S. tourism destination areas, business

travel is the “bread and butter” market for the tourism industry

for much of the year. As with the pleasure-personal travel, business

travel has many component segments and the number of these also

appears to grow from year to year. The business travel market can

broadly be segmented in the following way:

+ THE ECONOMIC PIANNING GROUP~c-
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1.

2.

3.

4.

REGULAR BUSINESS TRAVEL

. Executive business travel market.
● Commercial/salesperson travel market.
s Government travel market.
. Businesswomen travel market.
. Other regular business travel markets.

BUSINESS TRAVEL RELATED TO MEETINGS,
CONVENTIONS AND CONGRESSES

. Convention travel market:
international associations;
continental associations;
national associations;
regional associations.

. Corporate meetings travel market.

. Trade show travel market.

INCENTIVE TRAVEL

“HYBRID” (BUSINESS + PLEASURE-PERSONAL) TRAVEL

The available statistics for the NWT indicate that business

travelers outnumber pleasure-personal travelers by several

times to one, although, as mentioned in Module 1, the pleasure–

personal travelers have steadily increased in relative importance.

Obviously, if you operate an urban hotel, motel or motor hotel,

you don’t have to be reminded about the importance of business

travelers; they probably are your “bread and butter”! What

should be realized, however, by all tourism managers is that

business travel is changing rapidly and that new marketing

opportunities arise each year.

5. THE TRAVEL TRADE

You will remember in Module 1, that one of the “four P’s of

marketing” was said to be “place” and that the “channels of
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distribution” in tourism had a key role to play in this respect.

The best way to start looking at the travel trade is to consider

for a moment how you as a tourism operator or zone manager can

put across your marketing appeals to your selected target

markets. Obviously, as a supplier of attractions, facilities,

hospitality resources or transportation, you can do this directly

by advertising and promoting to your potential customers and

paying for this yourself. You can also do it indirectly by

channeling your messages through the travel trade, the inter–

mediaries between you (the producer) and potential customers.

As we often find that the role of travel trade organizations is

misunderstood by tourism operators, we will spend some time

reviewing this topic.

Nature of the Tourism Industry

The automobile industry is characterized by a small number of

very large suppliers of automobiles. They effectively control

not only the creation of their products but also their marketing

and distribution. Each manufacturer, along with his exclusive

dealers, provides the full range of products and services desired

by a purchaser of an automobile and controls and manner in which

these are presented to the customer.

The tourism industry, by contrast, is made UP of a large

number of small and medium-sized suppliers. It is a highly

decentralized industry, whose members act independently in a

generally unco-ordinated manner. Complementary product suppliers

often have competing or contradictory marketing programs and

each supplier has control only over the products or services

he provides. Generally, most suppliers are too small and un-

sophisticated to do a proper job of marketing their products.
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The result of this situation has been the growth in the importance

of travel intermediaries; the travel agents, tour operators and

wholesalers, as well as the involvement of governments and

other tourism organizations as active participants in the

marketing process. They have provided the integration and

coordination of component parts of the tourism “product” on

behalf of the customer, and have provided the means for suppliers

to reach their potential markets. In fact, the intermediaries

have a disproportionate influence in the tourism marketing

process. Marketing to the intermediaries has become as important,

or in some cases more important, than marketing to the customer.

The influence of these intermediaries often extends back to the

influence or control of the pricing, promotion and product policies

of the tourism product suppliers.

Types of Tourism Market Intermediaries

The following are the eight major travel intermediaries:

1.

2.

3.

4.

5.

6.

7.

8.

Travel agents

Tour operators

Wholesalers

Travel clubs, associations

Official tourism organizations

Sales representatives

Brokers

Airlines

Often the travel intermediaries are more effective as marketers

of travel products. They are usually located in the market

area involved and are, therefore, more knowledgeable about

the unique demands and travel pattern of their market. They

can also assemble products most appropriate to their market.
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They can relieve some of the need for a supplier to build his own

marketing organization and they can be a valuable source of

marketing ideas and intelligence.

1. Travel Agents

Travel agents sell about 80% of all airline tickets and an even

higher percentage of all packaged tours. They represent a

smaller proportion of hotel bookings, but a higher portion of

the vacation bookings for destination resort hotels.

Travel agents in effect, create a customized “package” of

tourism services for their customers. They make the necessary

reservations, handle all pre-payments and deposits, issue

tickets and other necessary documents, provide information and

advice and generally assist travelers in making their decisions

and arrangements. They provide all of these services at no cost

to the customer, but obtain commissions from the travel suppliers,

ranging from 7.5% on regular airline bookings, up to 20% for other

services. The normal commission for hotel bookings and tour

-bookings is 10%, although many suppliers pay them overrides based

on volume of bookings.

Technically, the travel agent is an agent for the supplier but,

in practice he functions as an agent for the consumer. The

consumer tends to be loyal to his travel agent, whereas he.is

not generally loyal to any supplier.

With a few exceptions, a travel agent is reluctant to recommend

any particular supplier to their customer as they have no control

over the quality of service given by the supplier and in most

instances do not have personal knowledge of the facilities or

THE ECONOMICPIANNING GROUP&c-
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services. The exceptions are where several of their customers

have reported very favorably to them about a particular supplier,

or where an agent is sponsoring and promoting a departure of a

particular tour. As a result, they rarely “sell” a destination

product, but rely on the customers to make their own decisions

based on the brochures and other information they are able to

provide. They are “order-takers”, not marketers. When you

consider the myriad of products they have to know something

about, the fact that they have little time available for product

education and that travel counselors are generally poorly paid,

semi-clerical employees, it is not surprising

more marketing-oriented.

The implications of t-hesefacts are that you,

cannot depend on travel agents to market this

that they are not

as a supplier,

product for you.

While it is important that you provide them with a supply of

brochures and an awareness of the primary attractions and features

of your product, you must do the marketing job yourself or with

other intermediaries.

Some large travel agencies and chains market tour products

under their own name. The tours can either be their own or a

tour operator’s product. A few of them have been quite successful,

but generally they are not nearly as successful as they will tell

you. The problem is that they rarely do a thorough job in

planning their tours and are unable to get other travel agencies

to sell their products. Suppliers, therefore, have to be very

careful in block-booking space for a travel agent’s own tour.

2. Tour Operators

Tour operators create their own products which are complete

IHEECONOMIC PIANNING GROUP(xcti
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travel packages involving the products and services of a number

of suppliers. Their products are the closest match to what

the consumer perceives the travel product to be.

The tour operator books blocks of space with suppliers,

assembles the components in an interesting and coherent manner

and offers the package at a single, attractive price on selected

dates.

A good tour operator can, therefore, be a powerful allY of a

supplier in generating indirect demand for the supplier’s

product, and in doing a large part of the marketing job for him.

Tour operators sell primarily through travel agents, although

some of them will take some or all of their bookings directly

from the customer. Generally, the latter type of operator is

already dealing directly with the public in another area of

his business, (i.e., airlines, motor coach companies and railways),

and operates tours only as a secondary business as a means of

increasing sales of the transportation service.

The disadvantages of having a tour operator sell your product

are as follows:

(a) The supplier has no control over the quantity, timing,

marketing and pricing of the tour product.

(b) Many tour operators are disreputable in their business

dealings, are on shaky financial ground or have a poor

track record in reaching their proposed sales objectives

(the tour operator does not share the hotel’s risk in

having rooms unoccupied).
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(c)

(d)

(e)

(f)

The tour operator will use his bargaining power to

obtain the lowest possible rate from their suppliers.

Business can be switched to a competitor on short

notice.

The tour operator usually wants your best facilities

in the peak tourist season.

Your product can be misrepresented, but the blame and

difficulties occur on your doorstep.

The implications for the supplier are that care must be taken

in accepting booking requests from tour operators to ensure ,.

that their expectations are realistic and that they are reputable, .

that you should not tie up a disproportionate share of your

facilities with tour groups, and that you insist that they provide

regular reports of their booking status.

3. Wholesalers

Wholesalers act as agents for suppliers, providing a reservations

and selling service in a given geographic area, usually at a great

distance from the supplier’s base of operations. They work

exclusively through travel a~ents and, in effect, represent

the supplier in that area, as an agent. Unlike tour operators,

wholesalers do not create their own products nor do they book

blocks of space.

The advantage of using wholesalers is that they are selling

your product, not theirs, and they do so on a commission basis

so your marketing cost is directly related to sales. Wholesalers
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are worthwhile in markets where suppliers cannot justify their

own selling and reservations function. In some instances,

wholesalers will require a minimum commission for a given year

to ensure that their time and effort is covered, and some of

their marketing costs may be charged back to the supplier.

The disadvantages are that wholesalers sell the products that

are the easiest to sell and make them the most money. Your

product may or may not be adequately represented by wholesalers

and you have little control over the quality of their efforts

and staff. You have limited flexibility in that your marketing

program must conform to the wholesalers’ and you must remember

that they are promoting their image, not yours. They are also

usually selling your competitors’ products and won’t therefore

recommend anybody’s.

4. Travel Clubs and Associations

These organizations work on behalf of their own members in

arranging packages of interest to them. Frequently the packages

are special interest products. There is usually no continuity

within these organizations and normally their packages are

arranged on a one-time basis only. Often you are dealing with

unprofessional organizers who can mishandle the arrangements

with a negative reflection on you, the supplier.

5. Official Tourism Organizations

Travel agents, tourism operator associations and government

travel promotion bodies play an active and important role in

marketing tourism. Often only they have the size, financial

resources and breadth of mandate to promote an area or a

country’s attractions.
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Associations sponsor trade shows, enabling suppliers and tour

operators to present their products to travel agents. Examples

are the ASTA and NBA trade shows. They often will also sponsor

consumer shows in given geographic areas.

Government agencies in Canada are active in tourism advertising

and promotion activities, particularly in non-domestic markets.

They are usually the primary representative of their tourism

industry outside of their region. The NWT Department of

Economic Development and Tourism performs this role for YOU.

The Department]s marketing programs are described in some

detail in their publication entitled “Community Based Tourism:

A Strategy for the Northwest Territories Tourism Industry”.

According to this publication, the Department’s marketing programs

fall into four distinct categories - information programs,

consumer promotion programs, trade promotions programs and

assistance for industry promotions program. The six zone

travel associations in the NWT, (i.e., Arctic Coast, Big River,

Keewatin, Northern Frontier, Western Arctic and Baffin) also

play an important role in marketing tourism in your region.

Another very important official tourism organization is Tourism

Canada, Canada’s national tourism organization. Tourism

Canada’s marketing mandate is basically to maintain and enhance

the Canadian image as well as promoting Canada as a desirable

travel destination. It maintains offices in Canada, the U.S.

and overseas in order to achieve these marketing objectives.

The specific marketing activities which Tourism Canada undertakes

itself or in conjunction with the territories/provinces and the

private sector are shown in Exhibit 2.
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6 k 7. Sales Representatives and Brokers

Sales representatives (supplier’s salesmen) and brokers

(independent salesmen representing several suppliers on a

commission or fee basis) perform the same kind of role as

wholesalers, but they do not provide a reservations service.

They simply act as sales representatives, calling on travel agents,

participating in trade shows and using other direct selling

techniques.

The broker route shares the same disadvantages as using a

wholesaler, but the absolute cost is normally substantially

less than having a salaried salesman for a sales territory.

8. Airlines

Airlines have become intermediaries through their efforts to

generate more traffic on their airline. They offer their own

tours, will help promote a tour operator’s tours, will share

advertising and promotion costs, run familiarization trips,

provide a reservations service and will give out a supplier’s

brochure during their sales calls. They charge nothing for these

services. Their support and assistance can, therefore, be

extremely valuable.

Again, it is difficult to say conclusively what is the best

formula to use in your choice of travel trade channels and,

indeed, on the best mixture of direct and indirect selling.

The correct or optimum formula for you in marketing your tourism

product will depend upon the following five factors:
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(a)

(b)

(c)

(d)

(e)

The nature of your tourism product.

The type of customers and their locations.

The number of potential customers in a given
area.

Your resources.

Your objectives and policies, and the
marketability of your product in the eyes
of travel intermediaries.

6. TOURISM MARKET AND PRODUCT TRENDS

As pointed out in Module 1, tourism has undergone significant

changes since World War II and is expected to continue to

change during the 1980’s and beyond. The trends that have

influenced travel in Canada and that will continue to do so can

be divided into two groups - “external” and “internal” trends.

The external trends are ones over which YOU, as suppliers) have

no direct control, while the internal trends are ones over which

you can exert some control or influence.

The major external trends which have affected tourism during the

1970’”sand 1980’s have been changing demographics, changing

general economic conditions, energy supply–demand changes and

changing values and lifestyles. In Exhibits 3 to 6 , the major

trends occuring under each of these four headings have been

shown along with their impacts upon tourism.
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EXHIBIT 4

CHANGES IN GENERAL ECONOMIC CONDITIONS

TRENDS EXPECTED IMPACT ON TOURISM
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MODULE 3

SITUATION ANALYSIS

1. THE MARKETING PLANNING PROCESS

In this second major segment of this seminar, the two inter-related

topics of “marketing planning” and “marketing management” are

reviewed. We begin with the “marketing planning” process of which

the “situation analysis” is just the first step. Modules 1 and 2

have given you the background to the marketing concept and certain

basic information on tourism markets. This module and the seven

remaining ones describe the procedures you should use in designing,

implementing, managing and monitoring the marketing plans that

you will develop.

If you decide to begin the “marketing planning” process this implies

that you have determined to adopt a future orientation to your

business or your region. Exhibit 7 graphically illustrates the

marketing planning process as it relates to tourism. As you can

see, the marketing process should always answer four very basic

questions and these are as follows:

QUESTIONS

1. Where areyounow? – – - - - – - – - -

2. Where would you like to be? - - - - -

3. How are you going to get there?- – - -

4. How do you make sure you get there?– -

TECHNIQUES

SITUATION ANALYSIS

GOALS AND
OBJECTIVES

MARKETING PLAN

MARKETING MANAGEMENT

THE ECONOMICPIANNING GROUPofcti
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Marketing planning is, in reality, corporate or organizational

planning. Marketing planning is based on the marketing concept

and therefore, on the premise that the ultimate success of any

enterprise is dependent upon its ability to satisfy the needs and

wants of its customers, and to do so at a profit. Hence, it

is planning in which the primary focus is directed to the market-

place. The process is designed to ensure that all parts of your

organization are directed to fulfill objectives and programs

that are not only marketing-oriented, but that have been carefullY

established based upon an evaluation of marketing opportunities.

Whereas this description may sound simple and may, to some, be

self-evident, we can assure you that few tourism organizations

accomplish thi-sobjective. Most tourism organizations make

marketing decisions on an ad hoc basis, with little coordination

‘among their marketing programs and activities. Little attention

is given to the synergy and mutual reinforcement of different

marketing activities. There is often a lack of concentration of

effort, a lack of customized approaches to different market

segments and a lack of continuity in marketing programs.

-Someof the reasons why many tourism suppliers do not follow the

marketing planning process are felt to be as follows:

,-
● tradition-oriented thinking (“we’ve always done it this
way in this industry”);

● use of subjective judgments (“seat-of-the-pants Planning”);

● a reluctance to try new ideas or to question past
programs (“it worked before for us, why won’t it work
again?”) ;

● a lack of interest in and support for planning at senior
management levels (“we don’t need to plan”);

● doubts as to the usefulness of planning activities(’’why
should we waste our time planning for the future when we
can hardly cope with the present?”);

IHEECONOMIC PtANNINGGROup ofCmodO
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● insufficient attention to obtaining reliable, up-to-
date and comprehensive market statistics (“we neither
have the time nor money to gather market statistics
isn’t that the government’s job anyway?”);

● insufficient time and resources devoted to planning
(“we don’t have the time or money to plan”);

● a lack of coordination between planners and those
responsible for execution and control (l’management
draws up the plan and then just drops it on our desks”)

Using the marketing planning process, you match your organization

resources to the opportunities in the marketplace and do so far

enough in advance to allow for the timely implementation of the

actions you are required to take. It forces you as tourism

.

‘s

managers to commit yourselves to realistic objectives, to use these

objectives in setting immediate and long-term goals and to

develop programs for action to attain these goals. At the same

time, it provides a framework for marketing management by providing

for decision-making, budgeting, control and performance evaluation.

2. SITUATION ANALYSIS

The “situation analysis” is the first step in the marketing planning

process. It is called a situation analysis because it means that

you have to carefully evaluate the ‘present situation in your

business or region. Why do you need to do this? Basically, you

have to because, as some marketing experts have said, “It’s

impossible to know where you’re going in the future, if you don’t

know where you’ve been in the past”. Your evaluation of the present

and past situation should cover your tourism product(s), Programs,

competitors, community, region and your current customers ( if

applicable) . Below, a review of each of these topics of evaluation

is given.
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Evaluation of Your Product, Programs and Markets

As Exhibit 7 showed, the basic objective of the situation analysis

is to answer the question “where are you now?” You will have three

basic purposes in doing this analysis - evaluating the product(s)

and programs you have to sell compared to those of your competitors;

finding out what your present/past/future customers think of them

and identifying the potential of the markets available to you.

Obviously, the way you do this analysis will vary according to

whether you own or operate an individual tourism business, or

if you are a zone travel association manager. The scope of your

evaluation will undoubtedly be far greater if you manage a zone.

If we assume that you operate a lodge, hotel, motel or other type -

of accommodation facility,
,.,

you must consider all of the following J

factors in your product analysis:

1. SIZE

a. number of guest rooms, guest capacity

b. frontage or acreage.

2. FACILITIES

a. different types of guest
maximum number of guests

b. food and beverage facilit

rooms – number of each,
for each type.

ies - number of seats.

c. group business facilities - number of rooms,
capabilities for meeting and for dining.

d. guest service facilities - parking, laundry, room
service, transportation, ice makers, coffee makers,etc.

e. recreational facilities – swimming pool, golf,
bowling, skiing, boating, fishing etc.

3. PROGRAMS OFFERED

a. packages

b. guest services

c. special programs and events

THE ECONOMIC PIANNINGGROUP ofCmo&
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4.

5.

6.

7.

If you are

. .

:

PHYSICAL CONDITION

a. age of property.

b. condition of interior, exterior, structure.

c. cleanliness and state of repair.

ATMOSPHERE

General impression the property creates; style,
warmth, hospitality, well kept, run down, etc.

LOCATION

a. size of town/city and immediate area.

b. nearby industries, business centers) attractions
and other sources of guests.

c. proximity to expressways, highways, airports and
other transportation forms.

TYPES OF BUSINESS ATTRACTED

When is business:

a. best-time of year; day of week; hours of the day-

b. slowest-time of year; day of week; hours Of the daY”

a zone travel association manager, your analysis should

deal with the attractions, facilities, transportation, infrastructure

and hospitality resources contained in your zone, i.e., the broad

“tourism product” that was discussed in Module 1. Your concern

is an amalgum of individual tourism products and programs which

you will have to inventory.

Now that you have assessed what you have to offer, it’s time to

turn your attention to your present and past customers. You

should review the following checklist and be able to answer

all six of the questions before moving ahead:

IHEECONOMIC PtANNING GROUPofcti
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PROCEDURE FOR ANALYZING PRESENT AND PAST MARKET DEMAND

1. WHO ARE YOUR CUSTOMERS? . Total number of ~~~tomer~
. Socio-economic/demographic
characteristics
Physiological characteristics
hlarket segments and their relative
sizes

. Party sizes

2. WHERE DO THEY COME

FROM AND TRAVEL TO?

. Geographic origins (provinces/states
and cities/towns)

. Geographic destinations on trip

3. HOW DO THEY PLAN THEIR . Trip planning procedures

TRIPS, AND TRAVEL TO . Sources of information used
. Booking procedures

AND WITHIN THE . Use of the travel trade

DESTINATION? . Trip routes and carriers/

3transportation/infrastructure used

4. WHEN DO THEY TRAVEL, .

FOR HOW LONG AND WHEN .
.

DO THEY MAKE THEIR .

TRAVEL DECISIONS? .

.,

Season of travel
Weekday versus weekend
Lengths of stay/spending
When do they decide to travel?
Who decides they will travel?

5. WHY DO THEY TRAVEL? . Purpose of trip
. Recreation and other activities
desired

. Important motivations for travel

. Travel influencers

6. WHAT DO THEY THINK ABOUT .

YOUR PRODUCT(S) AND
.

PROGRAMS?

.

Ability to satisfy their needs and
wants
Perception of quality and need for
improvements in your product(s)/
programs
Perception on need for new product(s)/
programs
Attitudes to/evaluation of competitors
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Having reviewed the above checklist, many of you might be thinking

that you neither have the time, money nor inclination to gather

together such an extensive amount of information. What if we told

you that it probably will be the best investment of your time and

money that you will ever make? Why? There are two reasons.

First, your present and past customers are normally your best

potential group of future customers and the easiest to attract.

Second, word-of-mouth advertising is generally recognized as the

most powerful promotional tool in tourism - you’ll want to make

sure that your past/present customers’ “comments” about Your

business or region are, in fact, positive.

The information can be collected in a variety of ways. Accommodation

facilities and tour operators can gather it by having well designed

reservation/booking forms, registration cards and in–room

questionnaires. Travel association zones can get it by having

good registration records at information booths and by asking other

information-seekers (by mail and telephone) a selected list of

questions. Special surveys can also be carried out by mail,

telephone, in person or by using the focus group technique. In

Module 4, a more detailed discussion of market research techniques

used in tourism is given.

Evaluation of Your Competitors

Having inventoried your product (s)/programs and characterized your

past/present customers, you should then critically evaluate your

competitors. Your competitors are all those firms and organizations

seeking to serve the same market segments as you are. Thus, they’re

not necessarily just the “guys down the road” but they maY also

include businesses and other organizations operating outside of the
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N\VT. For example, if you operate a fishing lodge, your competitors

for sports fishermen are probably located in several Canadian

provinces and states of the U.S.A. In fact, your colleagues

in the NWT may serve to help or complement your business rather

than compete with it.

You should evaluate your competitors carefully for the following

reasons:

1. COMPARISON . To determine how the quality and quantity
of your product(s) and programs compares
to those of your competitors (following
the same checklist as that on Page 50 )

. .

2. OPPORTUNITY No-one usually has a patent on an idea:

IDENTIFICATION . To identify market segments that
competitors are successfully appealing to.

. To identify product(s) and programs that
competitors are successfully marketing.

. To identify promotional, packaging and
pricing techniques that competitors are
using successfully.

. To identify channels of distribution that
competitors are using successfully.

. To identify opportunities for cooperation
with competitors.

, 3. IDENTIFICATION OF . To identify the most important competitive

YOUR UNIQUE SELLING advantages you have over your competitors
I in terms of satisfying the needs and

POINTS wants of your common target market
(
\ segments.
I . To provide ideas for your promotional
1 efforts based upon these competitive
!
I advantages

\
I
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You should try to obtain the exact same information on your

competitors as was described above in the product/program market

analysis for your own business or region. Of course, you might

not be able to get the same calibre and level of detail of

information, but you should be as resourceful as you can in trying

to acquire it. You should at least visit your competitor’s

businesses or regions and develop a first-hand knowledge of what

they have to offer. Use your own present and past customers to

give you an impression of your competitors and their reaction to

what your competitors have to offer. Use your telephone and ask

for your competitors’ brochures, rates and any other promotional

literature. Look out for the advertisements of your competitors in

magazines, newspapers, guidebooks and radio/television and determine

what themes and competitive advantages they are trying to put across.

There are other sources of “market intelligence” about competitors.

For example, if they own a hotel you could count the cars in their

parking lot and note where the license plates are from. YOU could

check their restaurants periodically and take a head count. There

are many legal ways you can do this if you are both resourceful

and creative.

.- Evaluation of Your Target Markets and Future Marketing Opportunities

Given the importance of this issue, it will be dealt with in

greater detail in Module #4.

Evaluation of Your Community and Region..
,
j

..-

\
1.

! ,.

I,. ‘-
!
1

I
t

Now look at your community and your region, since they will have

many clues as to the future directions you should take in your
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business or region. If you are highly dependent on regular

business travelers, you must evaluate the current health and

future prospects of the businesses and government agencies in your

community or region. Additionally, your community and region

probably offers other product(s) and programs that you can add to

your own and, in so doing, better satisfy the needs and wants of

your customers, In fact the NWT Department of Economic Development

and Tourism has identified “community based tourism” as one of the
!

major themes for your industry in the future. The Department has

defined this concept in the following way:

“Many tourists are prepared to travel and stay in NWT

communities if they are assured of being welcomed, and

if they are provided with quality opportunities to explore,

enjoy and learn about our communities’ cultural heritage

and the natural landscape that surrounds them. Community

based tourism can provide the visitor with excellent value

and a unique and precious vacation experience: that of being

part of a community different from his or her own.

Community based tourism is a term which describes a tourism

industry focused on the community, with tourism opportunities

and infrastructure centred in and around the community.

Community based tourism programs will involve all activities

in and around communities including hunting and fishing; but

emphasis will be placed on activities in which visitors will

be provided with an opportunity to learn, observe and

experience a unique land and its culture. The visitors would

purchase tours from community businesses, to learn about the

community, the surrounding land, and its history.

By encouraging tourists to use our communities as “base camps”
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for their visit, and by developing points of interest close

to the communities, local operators can increase the use of

existing services, lessen the need for constructing new

tourist facilities, increase local benefits and facilitate

local control. Additionally, through community based

tourism, communities can direct the planning, growth and

nature of tourist operations within their jurisdictions.”*

If you refer back to Module 1, one of the important points that was

made there was that the real tourism-demand generators are usually

free of charge and individual tourism businesses do not necessarily

own them. You will recall that this point was put across through

the following diagram:

ATTRACTIONS
_ Natural resources.
. Climate
. Culture
● History
, Ethnic
s Events
. Entertainment/recreation

DTHE REAL “PRODUCT”
DEMANDED

[.-

-;

.-

: ,

‘,I

*Source: Department of Economic Development and Tourism, “Community
Based Tourism: A Strategy for the Northwest Territories
Tourism Industrv”, (Ye]lowknife, NWT, June, 1983)
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The above diagram clearly demonstrates the reason why the Department

has adopted this theme and the importance of your community and

region to all of you. In evaluating your community and region,

you should consider all five of the tourism product elements,

(i.e., attractions, facilities, transportation, infrastructure

and hospitality resources). You should try to spot new opportunities

for vacation packages, promotions and cooperative advertising in

doing this analysis. You should also make sure you identify the

competitive advantages or “unique selling points” of your

community and region; they may provide a new and better focus

for your own marketing activities.

Corporate/Organizational Objectives and External Trends/Forces

Exhibit 7 shows that your corporate or organizational objectives

and external trends and forces must also be considered in preparing

your situation analysis. If you own a business, these objectives

are simple to define; you want to make a financial profit. However,

if you manage a travel zone or work for the Department of Economic

Development and Tourism, your objectives will not be so simple.

In this case, you will have to take into account and ensure

compatibility between your objectives and those of other organizations.

Module 2 talked in part about the external trends and forces which

influence tourism. You should also take these into account in your

situation analysis.

It is essential that the work carried out in the situation analysis

be both thorough and objective, since the success of the marketing

planning effort rests on this foundation. It is also essential that

you have the commitment and involvement of senior management in the
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planning process. It is not good enough to relegate these activities

to a “junior group” of researchers outside the mainstream of the

organization’s activities. The result of such an effort,

excellent as it might be, usually falls on deaf ears of senior

management who will have preconceptions covering most points

reviewed in the situation analysis.

You should also evaluate each of your facilities and services in

terms of the contribution to the overall marketing of your operation

and in terms of their profitability. If you operate a business,

you should make up a mini-profit and loss statment for each of

the services, allocating revenues, direct costs and indirect costs

to each. Services that are not in themselves profitable or which

don’t make an important contribution to overall marketing success

should be dropped.

Articles describing two examples of situation analysis are

available from the instructor, one for a highway motor hotel and

one from an urban hotel. The first example was taken from the

June and July, 1976 issues of Lodging magazine published by the

American Hotel and Motel Association. The second is a situation

analysis questionnaire (called a “marketing audit”) used by the

Westin Hotel group in the early 1970’s.
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MODULE 4

DEVELOPING MARKETING STRATEGIES AND PLANS

The next step in the marketing planning process is to develop a

marketing strategy and a marketing plan. Basically, what these

two techniques do is answer the important question of “where

would you like to be?”

However, before we talk about strategies and plans, it is

important to discuss how you can identify future marketing

opportunities and how you should select target markets. This

is really part of the “situation analysis” process in that we

are now tryin~ to match products with available markets and

identify opportunities. It addresses a transitional question,

which might be described as “where could we be?”

1. MARKETING RESEARCH TECHNIQUES IN TOURISM

The situation analysis discussed in Module 3 dealt with only

existing and past customers, and did not explore future potential

new customers for your business or region. Before you develop any

marketing strategies and plans, you must consider past, present

and potential customers and market segments.

The Federal, Provincial and Territorial Governments in Canada are

very active in tourism marketing research. They are undoubtedly

the best sources of marketing research information at the present

time. With the exception of very large tourism business, marketing

research techniques have not been extensively used in Canada by

individual businesses or associations.
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Exhibit 8 provides a partial listing of the marketing research

techniques available. It also shows the general type of research

and the sources of data for each technique. It is beyond the

scope of this seminar to describe all these techniques in detail;

many of these, indeed, should only be attempted by experienced

market researchers and statisticians.

Tourism Canada maintains The Tourism Research and Data Centre

(TRDC) (formerly The Tourism Reference and Data Centre) in its

Ottawa offices. The TRDC contains the most comprehensive

collection of tourism-related information anywhere in Canada,

and now has over 6,000 books and other documents on the subject.

Exhibit 9 describes the types of services provided by the TRDC.

One of the key services is that of data searches which the TRDC

staff will carry out on your behalf. Let’s say you had decided

that cross-country skiers were a potential customer group that

you would like to consider. Simply by giving the TRDC the

“description” of cross-country skiing, they could then give you

a complete computer printout of all their books and other documents

on this market segment/activity.

There are a number of steps which you should follow in all your

research into

1.

2.

3.

potential customer groups and these are as follows:

Define the marketing opportunity or customer

group.

Develop specific research objectives, i.e.,

questions that-you want answered.

Identify marketing research techniques and

sources of information.
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EXHIBIT 9

Tourism Reference and
Data Centre . . .

. . . when you need
informationon the
tourismindustryin
Canada

ii
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The Tourism Relerence and Data CenLre (TRDCI
malntalns the mosl comprehensive collection of
Lourismrelaled information in Canada.

While th]s inlormatlon has been compiled
plnmar)ly LOassist the Industry and officers of
the Canadian Government Office of Tourism, It
IS also available, at no cost. to other govern
rnenL departments and the genernl public.

Our holdln.gsof more than 5,000 books and
documenLs Include research papers. statistics.
surveys, analyses. journals. conference
proceedings. speeches, propoaals, feaslblllty
studies. Ieglslat!on. guide books. bibliographies
and more. As well. TRDCmalntalns a complete
ccdlectlon of reference m.mertal. including
atlases. gazeteers. dlcLionarIea, year booka,
bus!ness directories. newsletters and trade
papers

Information on this material la held in a dam
bank which can be accessed by TRDCstaff or
by the usera of remote terminals In other parts
of the country.

D.ts **ar.h.a
TRDC staff will conduct data base searches (or
research documenls so that users can access
quickly exactly the Information they need.

The computer syslem at TRDC is a bilingual.
b]blnographic information storage and retrieval
system which allows users LOsearch the
hold~ngs using 1,500 key words or “descrip.
Lors” Information IS classified Into eight ma]er
secLors. Lranspo!Lat$On. accommodation,
conventions, hospitality services. events and
attractions. recreational activities and facilities.
educahon and Lourlslrelatid enterprises.

The descriptors can be used singly or in corn.
b!nat!on to produce the information required
Searches can be undertaken. for instance. by
subject. author, sponsor. date, document type.
geography or vamous combinations of these.

Loans and r. f.r. nea
Most books and reports In the TRDCholdings
can be borrowed. except for reference material
and rare publications. The loan pertod is gen.
erally LWOweeks TRDC will underake !nt-er.
library loans for users of CGOT material and
arrange loans from oLher Ii brarles for in-house
users Cl!ents who w]sh to acquire their own
COPYof a particular report may be referred to
an appropriate source of supply.

The Centre is In close contict w!th provincial
tourism IIbraries across Canada and will IIatse
with association and instilu L1onal Ilhrarles fOr
information, as required

AcqmImitiena

TRDC subscribes to more than 100 permd!cals
and ]ournals Copiesof the tdblesof contentsof
certain periodicals are circulated regularly
among CGOT of ficera and are available [or
reference to members of the industry. on
request. As well. lists of new books rece)ved at
TRDC are dlstribut.ed to CGOT of f}cers every two
or three months.

Acqulsltlons are listed by descrfpmrs and pub-
lished each year in a catalogue. which IS avail.
able at the Centre.

Tnmxcx
Wlthln the TRDCdatabaae. the Tourism md
Hospltallty Resource Centre for Education
(THRICE) maintains a wide spectrum of infer.
mation on Lralnlng and careers In the tmrlsm.
hospitality and recreatmn sectors of the Lravel
Industry This in formamm m of special interest
to educators. lnduslry personnel and govern.
ment agencies

Our experienced staff Is ready to help you fmd
the information you need. Call, WIVW cm drop in
to see us at any time, 7:30 a m m 5 GO p m
Monday through Friday

Tc.urtmm R.f..enCe and D.t. Cent..
3r.1 rlOo, West
ass Queen str*et
Ottawa, O“t. rie
ICIA oxa

(a Is) 995.27a4

anad,m (2wernmenl Ot!,ceOe Iout,smeB+ ~lf,.eof,o.rtsm ckCanwla
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4.

5.

6.

7.

8.

Develop a research plan and the

questionnaires/forms for the

collection of information.

Prepare a sample design (if appropriate).

Execute the plan and conduct field work

(if appropriate).

Analyze the data.

Prepare a report of findings and recommendations.

It was pointed out in Module 3 that, in fact, your present and

past customers are usually your best potential source of future

customers. Thus, at the absolute minimum, any business or

organization involved in tourism should collect and review the

following information:

1.

2.

3.

4.

Sales statistics by season, geographic area

and type of customer

Profit and loss statements for each product

and program, i.e., “profit centre”

Short questionnaires for visitors to gather

information on demographics, satisfaction

with services, travel habits

Post-visit, mailed questionnaires to a sample

of guests
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5.

6.

7.

8.

9.

Complaints records

Sales call reports of salesmen

Enquiries records (mail, telephone and

in-person)

Coupon returns and enquiries from

advertising

Turnaway statistics (accommodation

facilities, campgrounds, tours, etc.)

2. SELECTING TARGET MARKETS

We have now examined the existing situation and researched

potential future customer groups, and are, therefore, in a

position to select the target markets to be addressed in your

marketing strategies, objectives and plan.

Your target markets are the market segments which you determine

as being the most “viable” for your business or organization. In

Module 2, a list of six criteria was given to be used in judging

the viability of the various markets potentially available to you,

namely that they must be measurable, accessible, substantial,

defensible, durable and competitively advantageous to you. Why

set up a specialized vacation package that is very expensive

for you to develop and promote, if the number of users that you

foresee is not substantial enough to pay for your investment

in the package? Why go after any new target market if you

cannot reasonably estimate its size and/or be able to promote

directly to the potential customers within the group? Try not
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to fall victim to the “80:20 rule”, where you fall into the

trap of putting 80% of your time and financial resources into

attracting 20% of your customers; but try to match your

resources as closely as possible to relative shares of your

target customer mix.

3. MARKETING STRATEGIES

The next step is to define a marketing strategy for each

selected target market. The three most commonly used marketing

strategies are “differentiation”, “segmentation” and

“different-iation/segmentation”. These are described below:

1. Differentiation: This strategy emphasizes the differences

between your business and other tourism businesses. Emphasis

is placed on pointing out how your operation or region is

different from your competitors’ . The location, services

offered or facilities may have special qualities. Your

“unique selling points” (USP’S) are emphasized in marketing.

A USP is something which can be used in marketing that will

set your business apart from the rest. Your USP’S should

be highlighted in all your advertising.

2. Segmentation: The second strategy is based on the idea that

the total market consists of a number of smaller segments

which have distinct characteristics, i.e., the concept of

market segmentation. This we considered in some detail in the

last module. Out of all the people who may be possible

visitors, you may want to market only to certain types.
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Some tourists may be interested in recreational activities.

In marketing your enterprise, you could emphasize your

recreational facilities in hope of attracting these people.

Others may be interested in low rates, and still others

in package deals. Instead of directing your marketing

campaign to everyone in general, you would choose particular

segments that would be interested in what your business can

offer.

3. Differentiation/Segrnentatlon: A combination of the

differentiation and segmentation approaches. After you have

determined which market segments are best for your operation,

you likely will have to also emphasize your USP’S to be

successful. Your tourism business will need to appeal to

these segments by explaining why you are special, and why

they should visit your establishment.

You can see the true value of doing the situation analysis and

subsequent evaluation of potential new target markets, as these

preliminary steps give you a good indication of which product(s)

and programs will be unique and different in the marketplace,

and which are likely to have the greatest impact.

The next step in the marketing planning process is to estab–

lish marketing goals and objectives. The difference between

a marketing goal and an objective is really a question of time;

you should attain an objective in the short-term, the various

short-term objectives lead to a long-term goal. An objective

can usually be stated more concretely than can a goal, since it
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should describe a measure of progress towards the goal.

To review the process you have just been through, and the steps

required to complete the marketing planning process, review

Exhibit 10.

The goals and

(a)

(b)

(c)

objectives should have the following characteristics:

They should be as specific as possible.

They should be stated in terms of your

desired end results.

They should be expressed in quantitative

terms where possible to assist you in evaluating

your actual results.

You should not base the goals and objectives on the basis of

your last year’s results, but rather you should formulate them

upon your situational analysis and your evaluation of marketing

opportunities.

Let’s say you operate a hotel in an urban community and Target

Market #l is the business conference/meeting market. You decide

to use a differentiation strategy based upon your USP that your

operation has the only custom-designed, conference/meeting room

in town. You haven’t really pushed this fact before but your

previous analysis indicates that you might increase your

existing business by 25% if you did feature this competitive

advantage in your promotions. You decide to use the 25%

increase in Target Market #l customers as your objective for

that market.
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5.

The

DEVELOP STRATEGIES AND DETERMINE RESOURCE ALLOCATION

next step in the process is the preparation of basic

strategies to accomplish the objectives and goals. Here again

senior management must carry the ball. We are concerned with

the allocation of money and time in developing the market

opportunities selected, as well as the allocation of responsibility

to different individuals and departments. It also involves the

development of the detailed programs required to imPlement the

plan.

Each department and individual with responsibility for implemen-

tation should

decisions:

(a)

(b)

(c)

(d)

become involved in the following planning and

selection of target groups within the

market sectors.

development of specific marketing and

promotion programs to accomplish the

goa1s.

setting out

preparation

and quotas.

6. BUDGETING AND CONTROL

a timetable for action.

of individual action programs

Once management endorses the plan, each responsible department

or individual is responsible for preparing a detailed budget
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within the resources allocated. The budget provides a

quantitative yardstick against which actual performance will

be measured, as well as an instrument to control the actions

of individuals. In the absence of a proper marketing plan,

companies tend to budget based on what their competition is

doing, on a given percentage of sales (which is backwards),

on what they spent last year or on industry standards. None of

these methods are appropriate.

Various initiatives designed to monitor and control the process

will also be required. These are discussed in Module 6.

7. EVALUATION

The marketing planning process provides specific and quantitative

yardsticks to measure success and to evaluate the work of the

individuals involved.

A program of incentives can be built into the plan to reinforce

its internal impact and to solicit greater cooperation from

the individuals involved. This subject is also considered

further in Module 6.

8. MARKETING PLANS

Once you have defined marketing goals and objectives, a strategy

for each target market, a budget and a control and evaluation

program, you should document your marketing plan. A marketing

plan is essentially a written document, with a specified time

frame, which details all the activities and programs you decide

to undertake to achieve your goals and objectives. It answers

the question, shown in Exhibit 7, of “how are you going to

get there?” In Modules 7 to 10, the various elements of the

“marketing mix” will be discussed. The “marketing mix” is
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really the heart of your marketing plan, as it represents the

product, programming, distribution, pricing, promotional

and packaging activities that you intend to use in implementing

your strategy for each target market.

Several principles should be followed in completing the plan.

First, if the planning process is to be effective and if per-

formance is to be evaluated against a plan, management at all

levels of the company must see its objectives and goals as being

valid and realistic. All managers should therefore be involved

in development of the plan and should be given the appropriate

authority in its administration. Communication among these
,,-”
., managers will similarly be important in coordinating activities.

These are difficult things to accomplish, since any new goals

or objectives defined by top management may be resisted by

other levels of management, particularly if an individual or

department is threatened in any way. A properly executed

planning process can aid in overcoming some of these stumbling

blocks, but for it to be successful it must be accompanied

by a vigorous control and enforcement procedure as well.

It is important to have a single person responsible for the

overall development and implementation of the marketing plan;

in order to ensure the coordination of efforts among different

activities.

It is equally important that all staff be aware of and

understand the marketing plan, even if they are only indirectly

involved.

i .

L
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It is important that the plan be committed to writing to ensure

that everyone

understanding

Basically the

as follows:

(a)

(b)

(c)

has common terms of reference as well as a full

of the background analysis and rationale involved.

benefits of marketing planning can be summarized

it ensures that programs and activities

are compatible with the objectives defined

by senior management.

expected individual program results can be

related to their contribution to overall

objectives and goals.

it minimizes the risk of counter productive

or minimal value programs,

and most important of all;

(d) it ensures that the company’s efforts are

directed to respond to defined market

opportunities.

For those of you who have studied “Management by Objectives”

(MBO) or Zero Based Budgeting, you will recognize that the

full benefits of these management methods are accomplished in

a properly executed marketing planning process.

9. PRODUCT AND PROGRAM DEVELOPMENT

In this concluding part of Module 4, we are going to briefly
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review three key marketing plan elements, namely product/program

development, pricing and cooperative marketing.

Product and program development concerns decisions relating

to the addition of new products or programs or changes to

existing ones. You will realize from what we have said before-

hand that you should only make additions or changes if they

will serve viable target markets available to you and do so at

a profit. Some of these decisions may be so major, e.g., an

expansion to your buildings, that you will need to carry out a

detailed economic feasibility study on them. However, small or

large, the following steps should be taken and key questions

answered:

Steps

1.

2.

3.

4.

5.

6.

~Stlmate present and future demand (total and your

expected share).

Determine start-up and ongoing costs.

Determine the likely “life” of the product or program.

Consider the effects on your competition (will they

retaliate and how?).

Consider the impact on your existing products and

programs.

Estimate the expected revenues, direct costs, incremental

indirect costs and profitability of the proposed new

product or program.
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Key Questions

1.

2.

3.

4.

5.

Is the new product or program desired by one or more of

your organization’s viable market segments?

Will the product or program satisfy customers from other

market segments as well?

Does the new product/program fit in with your existing

facilities and services and the image of your product?

Does your organization have the necessary skills to

develop and manage this service?

Will the service contribute to the growth of your organization?

10. PRICING

Price is a very important selling and motivating feature in the

marketing mix in tourism. Demand for most tourism products is

highly price–elastic and numerous substitution possibilities are

available. Price variations have a strong appeal to customers

and they will substitute to save money.

The importance of price as a marketing instrument is further

reinforced by the fact that price changes can be made more

quickly than changes in other elements of the marketing mix,

and the travel trade will usually respond and push advertised

price savings.

As you will no doubt realize, price is not only a marketing

mix element; it is also a primary determinant of revenues

and profitability. You must, if you own or operate a tourism
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business, be able to choose the correct pricing methods and to

optimize profitability through the correct balance of volumes,

costs and prices.

There are two general groups of pricing methods available to you -

the “unsophisticated” and the “sophisticated”, and a variety

of specific methods within each category. Some of the typical

questions you might be faced with when deciding upon your prices

are as follows:

● If your biggest competitor drastically

cuts his rates to get more business, can

you afford to follow his lead? Can you

afford not to?

● Can you afford to accept a large reservation

from, say, a bus-tour operator, even though

the operator insists on a large discount?

Can you afford to turn the business away?

● How much extra would you have to charge to

recoup the costs of a proposed renovation?

● Should you add a swimming pool?
i
i.>

● Should you raise your prices to cover

increased operating costs?

● Are your “prices fair and appropriate at the

present time?

A good pricing method will permit you to answer these questions
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properly . H()wever, before we 1ook At these meLhods, we wi11

brief1y review the “unsophisticated” methods which don ‘t

answer these quest ions but are in more common use.

Unsophisticated Pricing Methods

Despite the fact that they are commonly used in Canada, you

should avoid using most of the “unsophisticated” pricing methods,

or at least do not use them as your only pricing method.

● Intuitive method. We might call this the “gut feel”

approach. It requires no research into costs,

competitive prices or market expectations – just

some common sense.

Disadvantages: Your intuition may be excellent,

but how do you know if you are making a satisfactory

profit? If you set your prices too low, you will

probably earn less than you should. If you set them

too high, you may lose business, so again YOU will

be earning less than you should.

Advantages: This method has no redeeming features.

It should be avoided altogether.

● Competitive method. We could call this the “me-too”

method. In this case, research is conducted into

competitive pricing, but not into operational cost

or market expecL:ltions.

Disadvantages: This method does not take>into

accounl differences in quality or cosL/linancing

variations from one hotel/mot(llto another. A
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compeLitive rate may he L00 1ow 1“0r you to achieve

a reasonable profit.; or it may I)etoo high based

on your hote1/mote1‘s cost structure.

Advantages: Clearly , you have to pay attention to

your competitors ‘ prices. However, if used on its

own, this method is almost as dangerous as intuitive

pricing. It should also be avoided.

● ~ollow-the-leader method. This is a variation of the

competitive pricing method. The difference is that

your prices follow those of your largest or most

successful competition; rather than those of several

of your competitors.

Disadvantages: This method suffers from the dis-

advantages of the competitive pricing method.

Advantages: Once again, this method cannot be

recommended on its own.

4

.7

,’

..”

● Traditional or rule-of-thumb method. A traditional

pricing method is simply one that has been widelY

used by the lodging industr~’in the past. For example,

one rule-of-thumb used to be that for every $1,000

of investment, you should charge a room rate of $1.00.

Disadvantages: The l-to-1,000 ratio is out of date,

since construction costs hav(> risen more sharply

than room rates. Anyway, th(’p:islis not the b(+st

basis upon which to predict th(> f’utu~(~. Also, this

method does not cons icierop(’r:~tin~, f in:lnc ia I find

other costs; nor do(~s it cons i(l(’rcompetitiv(~ pri(:e

THE ECONOMIC PIANNING GROUP o~cmoca
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1eve1s o r mar kv t (+x p(:c ta t ions.

Advantages: ‘I’hereare no outstanding advantages LO

traditional pricing methods - only weaknesses.

● Trial-and-error method. Here , you vary your prices

over a period of time to see what volume the different

prices generate. The price/volume combination that

produces the highest revenue is eventually identified,

and your prices are set accordingly.

Disadvantages: If you change your prices too frequently,

you can upset your customers, particular if they are

regular customers. An even greater drawback is that

there are many other factors affecting demand other

than price (e.g., seasonality, growth in competition,

general economic conditions and changing vacation

patterns). These factors muddy the supposedly direct

relationship between prices and volumes.

Advantages: Only if you have a thorough knowledge

of costs and other variables can this method be

considered effective – and only then for setting

restaurant prices. Its use in establishing room rates

is much riskier.

Exclusive method. You may feel that your operation is

vastl~’superior to your competitors’ Or that you have

a c!le;il”-cut advantage due to location, accessibi 1it~.

or some ot,h~r important factor. You may I,hend(~(:id(?

to set prices - normally on t.h(?high sid(?– th:~L:Lr(~

THE ECONOMIC PIANNING GROUP ~ccmMo
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1)isadvantages : The market has shown that.many

places are not as exc1usive as their prices suggest .

Charging a high price does not by itseIf’guaran Lee

exclusivity .

Advantages: This method may work only if your

competitive advantage is so strong that it makes four

customers pay the exclusive price. But in an increasingly

competitive world, the probability of success is low.

● Price cutting. Price cutting here means lowering your

prices below competitive levels to gain a bigger market

share. (This is not the same as the discounting method,

which will be described in a moment. )

Disadvantages: You may get all the business in the

world, but you may also lose money if you can’t at

least cover your variable costs.

Advantages: Price cutting is extremely dangerous

if it is done without a thorough knowledge of your

costs of operation. It has no inherent advantages

if you do not have this depth of knowledge.

Sophisticated Pricing Methods

The “sophisticated” pricing methods are the ones we recommend

you use. You will, however, have to do more work and use less

of’your “gut feel” than you would if YOU Chose one of the Pre-

viously described “unsophisticated” techniques. The “sophisticated”

pricin~ methods are all cost-based and they requir(?that YOU USC>—

reason:ll~l~’:~ccurat.eoperating cost data Wh(>nusing them. Two ()!

t.hesc;l~~ Lht>“tfirget”and “discounting” pricing methods. N(’at-(’—.

THE ECONOMIC PIANNINGGROUP~c_
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going to use two examples drawn from Tourism Canada’s “Tourism

is Your Business: A Financial Management Program for Canada’s

Lodging Industry”* to demonstrate the use of these two methods.

Even if you do not operate a lodging facility, you will see how

these same methods can be applied to your business.

Target Pricing With the Hubbart Formula

Target pricing is based on your costs and on the profit levels

you want to attain. This means you must have accurate cost

figures and you must know what rate of return you need. The

Hubbart formula is one target pricing method used by many hotel/

motels. It is a cost-based method through which a targeted

average rate per occupied room night is calculated. It is

best demonstrated by means of an example.

Suppose the owners of the 35-room, full-service

Concorde Hotel have established the following from

a review of their latest balance sheet and income

statement. At the end of year 1;

● The value of their total assets is

$750,000.

● Their long-term liabilities, consisting

of a first mortgage on the property, are

$400,000. In year 2, they expect to pay

interest on the outstanding principal at a

rate of 18%.

● Their current liabilities are $20,000.

The value of their equity is $330,000 ($750,000-

$400,000-$20,000).

* Prepared by The Economic Planning Group for Tourism Canada in
1983.

THE ECONOMIC PIANNINGGROUP ofCmcdo
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Based upon these figures and on their management information

reports , the owners have drawn up an operating budget for

Year 2, which calls for:

● An occupancy percentage of 75% on their 35

rooms. This would translate to 9,581 occupied

room nights (75% x 35 rooms x 365 nights).

An income tax rate of 28% on income before

income taxes.

Food department revenues of $175,000.

A cost of food sales equal to 38% of food

revenues.

Beverage department revenues of $115,000.

A cost of beverage sales equal to 34% of

beverage revenues.

A food and beverage labour cost equal to 40%

of combined food and beverage revenues.

Other direct food and beverage department

expenses equal to 10% of combined food and

beverage revenues.

Telephone department revenues of $11,500.

Telephone department expenses equal to 140%

of revenues (meaning a loss of 40% on

telephone revenues).

● A rooms department efficiency of 68% at the

75% occupancy level.

In addition, the owners have calculated their depreciation,

financing and other expenses, and their undistributed operating

expenses. These figures (we’ll get to the actual numbers in

a moment) are based on their year 1 financial statements

and on their known fixed costs, contained in the operating

budget for year 2. Finally, the owners have set a target

THE ECONOMIC PIANNINGGROUP~cti
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after-tax return on equity of 20%.

So the question is: What average rate per occupied room

night must the owners charge in year 2 so that they reach

that target after–tax return of 20% on equity? That’s

where the Hubbart formula comes in. It gives you the

answer.

The Hubbart formula is shown in Exhibit 11, and its

application to the Concorde Hotel is shown in Exhibit 12.

The calculations used in Exhibit 12 require some careful

study, but all the numbers used there are drawn from

the information on the Concorde Hotel, listed above.

Exhibit 12 shows that the average rate per occupied room

night that the owners of the Concorde Hotel must charge

is $45.10. It does this by calculating the room revenues

needed to give the desired after-tax return on owners’

equity (i.e., $432,157), and then dividing the required

room revenues by the projected number of occupied room

nights (i.e., 9,581).

Discounting Method

The other sophisticated pricing method is the discounting

method. It is not the same as the unsophisticated price cutting

method mentioned earlier. Instead, it is a precision method designed

either to attract particular types of business (e.g., bus tour

groups) or to attract any types of business at specific times of

the day, week, month or year.

I THE ECONOMIC PIANNINGGROUPofcm
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The Hubbart formula

L)esired after-tax return on equity ($)

PLUS

Incometaxes

Depreciation

Insurance

Municipaltaxes

Interest

Administrativeand generalexpenses
Marketing
Energvcosts
Propertyoperationandmaintenance

MINUS

Foodandbeveragedepartmentrevenues
Telephonedepartmentrevenues
Otherdepartmentrevenues

PLUS

Foodandbeveragedepartmentexpenses
TMephonedepartmentexpenses
Otherdepartmentexpenses

PLUS

Rooms department expenses

ALL DIVIDED BY

Projectednumberofoccupiedroomnights

EQUALS

Averagerate peroccupiedroomnight($)

SOURCE : “Tourism is Your Business: A Financial Management
Program for Canadas Lodging Industry” , Tourism
Canada.
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Applying the Hubbrirt [ormul~ to the Concorde Iiot.el

Desiredafter-;axreturnon owners’
equity 209?0x S330,000 $ 66,000

PLUS

Income taxes $66,000X28
100-28

Depreciation
[nsurancel
Municipal taxesl
Interest 18?I0X $400,000
Administrationandgeneralexpenses2
Marketing2
Energycostsz
Propertyoperationandmaint.enancez

MINUS

Food and beverage department
revenues $175,000+ $115,000
‘IMephonedepartment revenues

PLUS

Food andbeveragedepartment
expenses 3890X$175,000

+ 3470x$115,000
+ 409’0XS290,000
+ lo~. X $290,000

14070x $ 11,500‘IMephonedepartment expenses

PLUS

Rnoms departmentexpenses

Required room revenues

ALL DIVIDED BY

Projectednumber ofoccupied
room nights

EQUALS

Average rateperoccupiedroom night

$29;~867x (100-68)

S 25,667

28,000
2,000
12,000
72,000
40,000
20,000
28,000
35,000

$262,667 $262,667

$290,000
11,500

$301,500 (301,500)

$ 66,500
39,100

116,000
29,000
16,100

$266,700 266,700
293,867

138,290

$432,157

9,581

$ 45.10

1These are fixedcoststhatarepredic~dforYearz.we’veassumedthenumbersshown.
zThese are budge~d figures for year 2. We’ve assumed the nurnbrs Shown.

SOURCE : “Tour ism is Your Business: A Financial Management
Program for Canada s Lodging Industry” , Tollrism Canada.
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Discounting, like targeting, is a cost-based method of pricing.

But it relies more heavily than does targeting on break-even

analysis. That’s because the basic principle behind discounting

is that certain fixed costs are incurred regardless of whether

you have any sales. Therefore, if you can attract guests

during traditionally slow periods, then you should probably do

so; at least some contribution towards meeting your fixed

costs will then be made. The trick is to reduce rates close to

the break-even point, but to make sure that at all times your

costs are covered.

The use of discounting can be demonstrated by the following

example of the In-Can Inn. We’ll assume that the Inn has 15

rooms and that it has an occupancy percentage of 70%. However,

in both November and December, only three rooms are occupied

each night. We’ll also assume that you are the owner and that

one day a tour operator approaches you and suggests that you

accept tour guests over a 60-day period in November and December.

The tour guests will occupy 12 of your rooms each night. In

exchange, the tour operator naturally wants a discount on the

regularly advertised room rate, which we’ll say is $21 per night.

Should you accept the business? And if so, what kind of discount

should you offer?

Certainly, the deal looks attractive, since on average you have

been renting only three of your 15 rooms during November and

December and it would be good to have the other 12 filled. You

could go ahead on that basis alone and make a guess at the kind

of discount you should offer. However, there’s a much better

way of deciding. It requires analysis of your operation, so

to that end we’ve drawn up an operating budget for the In–Can

Inn. It covers the next 12 months, beginning with November,

and it is shown in Exhibit 13.

THE ECONOMIC PLANNING GROUPofcti
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Operating budget for the In-Can Inn for 12 months starting in November

Delmrtmentzd revenues

Rooms $80,483
Food 73,113
Beverage 19,088
‘IkIephone 4,010
Tbtal 176.694
Der3artmental exoenses
Rooms 19,436
Food 62,726
Beverage 10,887
Telephone 4,770
‘Ibtal 97.819—,—.
Departmental income 78.875
Undistributed ooeratirw overhead
Administrative and ~eneral 12.545
Marketine 5,478
Ener~Y cost 4,947
Property operation and maintenance 3,900

ll)tal 26,870

Income before fixed charges 52,005

Fixed charges
Insurance 4,000

Municipal taxes 8,000

Interest expenses 26,053

Depreciation 13,500

lbtal 51,553,

Income beforekome taxes $ 452

SOURCE; ‘rrrourism is Your Business: A Financia1.Managemon t ProKram
for Canada s Lodging Industry” , Tourism Canada.
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Exhibit 14 shows you how you can use the discounting method to

determine your prices - i.e., it shows you how to calculate

the size of the discount you can afford to offer. To simplify

matters, we have assumed,that there are no guest expenditures

outside the rooms department. This does not change the principles

involved. The In-Can Inn example can be applied to any hotel/

motel.

Now that you know how to use two of the “sophisticated” pricing

methods, here

should follow

1.

2.

3.

4.

5.

6.

7.

are a list of seven “golden rules” that you

when establishing any price:

Know the costs involved in supplying

each of your products and services.

Know the impact of price and cost changes

on your sales and profits.

Follow competitors only if there is more

profitability in it for you.

Never price below your variable costs.

Don’t price gouge.

Be sure of the cost impact of new facilities,

programs and services that you add.

Talk to your customers - base your decisions

on their reactions, not on your own value system

and perceptions.

,.
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EXHIBIT 14 87

DISCOUNTING PRICING AT THE IN-CAN INN

(looking at the rooms department only)

Discounting pricing atthe In-Can [nn(looking atthe rooms department.only)

Step 1. calculate total fired costs for the next 12 monlk, whtih apply to
the rooms department.
From the operating budget for the [n-can Inn, you can see that,fixed
chargesamounttos51,553.A portion of these fixed charges should
be assigned to the rooms department, using the formula:

horns department

(

Rooms department Iboms depatirnent=
fixed charges ‘Ma! fixed revenues experises

x )
charges ‘Tbtaldepartmental income

($80,483 - $19,436)= $51,553 x S78,875

= $51.553 x 0.774

= $39,902

‘Ibthefixed charges attributable to the rooms department must be added
those undistributed operating expenses, which are also attributable to the
rooms department. That’s because some of the undistnbutid operating
expenses are fixed, as long as the In-Can Inn remains open (you have to
spend a certain amount on administration, energy costs, maintenance, etc.,
regardless of the number of room nights you sell, and this amount is fixed.)
Wehave to make some estimates here: We’llassume that $14,000of the

undistributed operating expenses arefixed, and that 509’o of these expenses
can be assigned to the rooms department.

That means the fixed portion of the undistributed operating expenses.
attributable to the rooms department, is:

S14.000x 0.50
= S7,000

Adding this amount to the fixed charges allocated to t,hc rooms
department, calculated above, ~ivcs you the total fixed costs for the next
12months, which apply to the rooms department. This figure is:

$39,902 + S7,000
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Step 2. Ca[culaccamount of total fired costs attributable to the rooms
department, which would bc incurred during the 60-day tour period.
This is calculated as follows:

Roomsdepartment ‘Ibtal rooms department 60 days

fixed costs for = fixed costs for 12 months x 365 days
&l-day period

= .$46,902 x z
365

= $7,710

Step 3. Calculate total variablecosts for the next 12 months, which
apply tothe rooms department.
From the operating budget, you can see that rooms depatiment expenses
for the next 12 months are expected to be $19,436.

‘lb this amount, you must add the variable portion of the undistributed
operating expenses. which can also be assigned to the rooms department.
Since we a&ned earlier that the fixed portion of the undistnbutid
operating expenses was $14,000,and since the fmtal undistributed
operating expenses, (as seen in the operating budget) wras$26,870,
then the portion that can be considered variable must be
S26,870 - S14,000 = S12,870.

We will once again assume that !50%of this amount can be attributed
to the rooms department. That means that the variable portion of the
undistributed operating expenses, attributable to the rooms department, is:

$12.870 X 0.50

= S6,435

Adding this amount h the rooms department expenses gives you the total
variable costs for the next 12 months, which apply ta the rooms department.
This figure is:

S19.436 + S6.435

= S25.871

Step 4. Calcu/atc t)ariabic rooms department costs per occupied room night.
This is calculated as follows, remembering that the In.Can Inn has

15 rooms and an occupancy percent.agc of 7070:

%riablc costs pcr S25,871

occupied room nigh~ = 365 days x 15rooms x 7070

= $6.75
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Step .5. Calculate the rooms department variahlc costs, which umul{i tJc

incurred during the GO-day tour period.

Altogether, the tour operator plans to fill 12of your rooms over the 60.dtiy
period. “1’hcnumber of room nights you would be selling is therefore:

12 x 60

= 720

The variable costs per occupied room night arc $6.75, as calculated in

Step4.Consequently, the total rooms department variable costs are:

$6.50X720

= S4,860

Step 6. Calcufate the break-even rooms department revenues during the
60-day tour perwd.
This is clearly equal ti the rooms department total costs - i.e.,
the sum of the fixed costs and the variable costs. Therefore:

Break-even rooms
department revenues = $7,710 + S4,860
during 60-day tour

= S12,570

Step 7. Calculate the break-even average rate per occupied room for the
60-day period.
This is simply the break-even rooms department revenues divided by the
number of room nights. Therefore:

Average rate per
occupied room night = $12,570
to break-even during 720
60-day tour

= $17.46

Based upon the calculations , i t seems that it would be
unwise for you to offer a room rateof ICSS than s 17.46 a night.
the break-even rate. However, with an advertised ratij of S21,you
could offer the tour operator a 109’odiscount., so that you would be
charging .$18.90per room night. At $18.90, you would be earning Nprofit
of s 1.44beyond your break-even rate.

So should you give the 107. discount’! Let”s look UL}-our business
vo]umcs wit,h and without the tour. We’!I assurnc thn t you will lose’
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ailyour normal room business in November and December, because of
the presence of the tour group. Here’s how your profit would be affected:

In-Can Inn
[n-Can Inn with tour
without tour business at
business l~o discount

Fixed costs attributable to rooms department for November
and December (60 days) $7.7101 $ 7,710’
Variable costs attributable tmrooms department for November
and December (60 days) $1.2152 $ 4,8603

‘ibtal costsof roomsdepartment for November and December
(60 days) $8,9254 $12,5704

Rooms department revenues for November and December
(60 days] S3,7805 $13,6086

Profit (loss) during November and December ($5,145]7 $ 1,0387.

T 1.Calculated in Step 2...
2. Without the tour group, you normally fill three of your 15 rooms. Variablecosts therefore equal

$6.75 (from Step 4 ) x 3 x 60 days.
3. From Step 5
4. Add lines 1 and 2.
5. S21 per night x 3 rooms x 60 nights.
6. $18.90 per night x 12 rooms x 60 nights.
7. Subtract line 3 from line 4.

-

,.
J,

I
I

I

/.
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It is therefore clear that it wou&ibe wise to offer the tour operator
the 107odiscount. This would give you a $1,038 profit during November
and December, compared to a $5,145 loss that would otherwise be incurred.

But what would happen if the tour operator insisted on a2070discount?
That would mean you would receive s16.80 per tour group occupied room
night - an amount that is below the break-even average rate of $17.46.
Should you accept this arrangement? The new situation, with and without
thetmurgroupbusiness,isshownbelow:

In-Can Inn

In-Can Inn with tour
without tour business at
business 20% discount

Fixed costs S7,71O $ 7,710
Variablecosts $1,215 $ 4,860

lbtal costs S8,925 S12,570

Room revenues s3,780 $12,096 ‘

Profit (Loss) (s5.145) ($474I
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Even with 20’70discount, i~seems that you would be better off accepting
the business. However, as a genera] rule, you Stioulcf not, sell rooms at below

the break-even average rate per occupied room night. There may be
occasions, like that of the In-Can Inn, where it appears@makesense.
But if you do so, you must remember that by lowering the contribu~ion

margin on rooms (ie., the rooms department income percentage), you
may be di{uting your total rooms &partmcnt income targetfor the
year. This dilution has to be made up by adjusting rates for the
balance of the year.

Returning to the In-Can Inn example, you’ll recall that yourrooms
department income target was $61,047 ($80,483 - $19,436). If you accept
the tour operator’s business at a 209’0discount, you will have to increase
your average rati for the rest of the year. The following steps illustra~
how you Calcula@the required increase. (We again assume you have a 7090
occupancy percentage. )

Step 1. Calcukzteroom revenues from touc

Room revenues
from tour = $16.80 x 720 occupied room nights

= $12,096

Step 2.Calculate required room revenues for other 30.5days.

Requiredroom revenues

forother305days = S80,483-$12,096

= $68,387

Step 3.Cakulate required avemge mte per occupied room night for
other 305 days.

Required average rate
S68,387

per occupied room night =
for other 305 days

(365 x 7070x 15 rooms) -720 roomnights

$68,387
= 3832.5-720

$68,387=
3112.5

= 521.97

Therefore, you would have @ achieve an average rati pcr occupied room
night of S21.97fortheremaining10months(January-ocwbcr)in order
to accept the tour operator’s business at a 2090 discount.

SOURCE : “TOUrism in Your Business: A Financia1 Management
Proqram f’()r Canada ‘s Lodging Industry”, Tourism Canada .
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11. COOPERATIVE MARKETING

Cooperative marketing is essentially a joint effort by two or

more tourism operators, travel associations and/or government

agencies in a given destination to market to given market

segments. Where the tourism destination is geographically

distant from its sources of business, as in the case. in the NWT,

cooperative marketing efforts make even more sense. The

“community based tourism” theme coined by the NWT Department

of Economic Development and Tourism is an excellent example of

encouraging cooperative marketing efforts. The logic behind

cooperative marketing is quite simple - there will be a greater
*
+. impact on the market if marketing dollars are pooled rather
2

than spent in individual pieces (you get “a bigger bang for the
.> buck”).

,..
,..$
3

.:

On your own perhaps you don’t really have the dollars to make

a strong promotional impression in the marketplace, so you put

some of your marketing resources together with others who are

selling to the same market and who have a complementary or

similar product. With cooperative promotional activities it

may be able to make the pie bigger for everyone, including yourself ,

probably with the same total dollar value of expenditures.

There are opportunities for cooperative efforts in each of your

marketing mix elements, e.g., in packaging, programming, promotion/

advertising and in travel trade marketing. Being aware of the “big

picture” in your community and region is the key to spotting

these valuable opportunities. A tourist operator should consider

cooperative initiatives with at least the following kinds or

organizations.

,: THE ECONOMICPIANNING GROUP~c~
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1. transportation companies those bringing

tourists to or near your destination.

2. wholesalers, tour operators and travel

agents you deal with.

3. local operators of complementary attractions

and services.

4. regional tourism associations/organizations.

5. federal/provincial /territorial governments.

6. competitors.

7. Industry trade associations (i.e., outfitters,

etc. )

THE ECONOMICPIANNING GROUP&cmoc!a
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COOPERATIVE ADS

CHINA&ORIENT / ‘“+I 1%,,.doul 0,0 %.

TheAdventuresBegin
WithFriendship.

For ovw 17years.CanadkmFriendshiplours
hnvc specialized in designing quality toum to
China and the Orient. Andw~”rcrecognizedUS
tlwtzxpwts.W~”vcttiktmthouwwdsofseason(d
travdlwsIhercandIxwkmd IIWex ri~iweis

r;dwa~sabntasticadventure.Eve@ [n~is
tcakencureuf to assure your complete peace
of mind. We providepup escortedtours
md meet the requirements of the individuid
trsveller and special interest groups with
tailor-made itineraries. Tbnsportation to the
Ortcnt is via the friendly and efficient sem-ice
of CP Air.

For further information on China and
Orient or ]apan. see ymr travel agent or
fiU in the couponbelow.TheOrient
experience welcomes you...with friends~p.
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PACKAGING

1. WHAT IS A VACATION PACKAGE?

a) The Components of a Vacation Package

A vacation package is a combination of tourism products and ser-

vices which would usually be purchased independently by the

traveller, such as transportation, accommodations, services and

entertainment, but which are offered as a single, integrated

product at one price, and in one transaction. For a vacation

product to be considered a package it normally will include at

least two of the major components of:

● transportation (either from the origin
point or at the destination)

● accommodations

● entertainment/attractions

Travel packages today can provide the customer with the full

range of travel components so that little else remains to be

purchased during the vacation; or they can be as basic as an

inclusive price accommodation and attraction package, which many

hotels offer their guests. The concept of packages is that it

will be easier for a prospective customer to buy a travel product

in this fashion, and that the overall experience will be

appealing.
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b)

1.

2.

3.

4.

5.

The Advantages/Disadvantages of’Vacation Packaging

Advantages

Convenience – Travel planning is made easy for the customer

who can enjoy the convenience of purchasing a number of the

travel components that will make up a full vacation

experience through one transaction.

Savings - Price/cost efficiencies usually exist in that the

operators who develop the package can purchase the components

at a discount because of volume buying and they normally

pass on some of

“packages” more

these savings to the customer to make the

attractive.

Easier Vacation Planning - By purchasing the components of a

vacation in advance through buying a package, the customer

knows in advance what basic elements their holiday will

consist of so that they can plan around the basic package

they have purchased and can pre-determine and control their

expenditures.

Consistent Quality - The vacationer who purchases a travel

package for his vacation buys an extra “guarantee” of quality

of product and service in that the tour packager also puts

the reputation of his company on the line, along with that

of those who finally deliver the package components.

Supplier Advantage - From a supplier standpoint the travel

package can be used to attract shoulder or off-season

business and fill rooms that might otherwise be unoccupied

THE ECONOMIC PLANNING GROUP &Cowdo

...



I -- --. - - ●

97

,,
,,

.,,.:

.’.

i
1,

,,

by offering cost-conscious packages. It is also a good

means for introducing a new product, since a new attraction,

for example, can tag on to more established products in the

package.

Disadvantages

1. Inflexibility - Just as the consumer is purchasing the

convenience of an all-inclusive tour package, this convenience

must be traded-off with the inflexibility of buying pre-set

travel components and, perhaps, pre-set dates. For example,

if one component of the package such as the hotel room is

unsuitable on a trip, one can always switch hotels, but if

that hotel is part of a tour package, this type of spontaneous

adjustment may be more difficult, if possible at all.

2. Need for “Blind Trustn - When a customer lays down his/her

money for a vacation package they are placing their trust in the

packager that all components have been selected wisely and

that each of the components will be coordinated properly.

Unfortunately, many people have been badly burned and had

their whole vacation ruined by purchasing an ill-conceived

or ill–managed package.

c) Recent Trends in Vacation Packaging

The success of travel packages has lead to substantial increases

in recent years in the general awareness and availability of

this type of vacation alternative.
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Major increases have been seen in the usage of package tours

among all age groups and segments, not only the senior citizen

markets. The availability of new tour products and the fast-

paced lifestyle of the younger market have lead this group to

also take advantage of the convenience of packaged travel.

A broader range of tour products has now become available to

cover all seasons and a variety of destinations. Popular today

are packages that include a resort destination that provides

the opportunity to enjoy a variety of activities or learn new

skills in one location.

2. TYPES OF VACATION PACKAGES

As diversified and complex an industry as tourism is, so is the

variety and complexity of vacation packages offered. Today the

travel consumer can purchase a host of package types which are

offered by a variety of sponsors.

A brief description of the type and variety of packages including

the typical sponsor and type of customer each appeals to, is

summarized as follows:

PACKAGE TYPES

CUSTOMER
DESCRIPTION SPONSOR TYPE

1. Fly-Drive
● A combination of . wholesalers/ . individual
origin-destination tour operators
air travel plus rental
car at destination
point.

t_----------------------------------------------------------------------l
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DESCRIPTION

2. Escorted Tours
. an itineried travel
package, often by
motor coach, which
usually includes
transportation, most
meals, and most
attraction or enter-
tainment admissions.

3. Affinity Group
Package
● a specially organized
or custom-made
vacation package for
special interest
group travel.

4. Incentive Travel
● Corporately spon-

sored group or
individual package
travel generally
used as bonus or
incentive.

5. Local Attractions
Package
. A one-destination
package which can
include one or more
attractions and some
services (e.g., meal)
usually of short
duration (e.g., one-
day city tours)

PACKAGE TYPES

CUSTOMER
SPONSOR TYPE

● tour operators/ . individual/
bus companies group

. clubs/special . group
interest organiza–
tions

● corporation or , group
company vidua

● travel supplier/ c group

or indi–

or
attractions operator individual

-------------------------------------------------------------------- --
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PACKAGE TYPES

CUSTOMER
DESCRIPTION SPONSOR TYPE

6. Extended Attractions ● travel supplierl . group or
Package tour operator individual
● A longer duration
(2-3 days) destination
package that usually
consists of accommo-
dation, transportation
and a couple of
attractions. These
are often used as add-
ons to other types of
travel.

7. Pre/Post Convention ● convention organizer/ . group or
Tour tour operator individual
. A “tag-on” short or
medium duration
package which generally
includes some selected
attractions and services
that ‘provide a good cross–
section of a city or
destination area.

8. Inbound Group Package _ tour operators/ . group
. A standardized wholesalers
package offered by
an operator that may be
sold as the destination
product in itself or
included in a broader
vacation travel
product.

. individuals9. Foreign Independent . wholesalers/
Tour (F.I.T.) tour operators
● A special package
that can be arranged
on an individual basis
and can take advantage
of special airline fares.

-----------------------------------------------------------------------

THE ECONOMIC PIANNING GROUP o/cawxio

...



t
I

.

-- ---, - - ●

101

;

PACKAGE TYPES

CUSTOMER

SPONSOR TYPE
DESCRIPTION

10. Advanced Booking . tour operators . grouP/individuals

Charter (ABC)
● A pre-sold travel
package which
generallY just in–
eludes the destination-
oriented travel portion.

11. 1nClusi.ve Tour Charter/. tour oPerators
● group/

(ITC)
individuals

Inclusive Tours (IT)
c Packages available
t. groups or individuals
which must include certain
components (e.g., at
least 2 nights accommo-
dation) to receive the
low return airfare.

. group
12. Other Special ● tour operators

Charters
. Other special group
charters which may be
arranged for special
events or circumstances -
if booked sufficiently
in advance also receive
special commissions.

3. Principles OF Developing A TOUR PACKAGE

a) Component Selection

A successful tour package very often develoPs ‘rem ‘ne
major

component in which the packager Can offer
an advantagv (e.g.,

air travel). Other cornpOnentS/~lernentS are then built around
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the primary product to enhance its appeal and add to the

profitability of the sale. By doing this you not only produce

a more saleable product, but may also sell additional components

which might not normally be considered by the customer.

The decision of what components

since this is where the product

to include is a critical one,

is designed. There are a

variety of choices of what to include in the package. The

selection of

1.

2.

3.

4.

components will largely depend on the following:

The nature and interests of your

potential customers;

The time and budget available

to your potential customers;

The nature of and availability of

complementary products and services

in your regional area;

The type and nature of competing vacation

products in your region or area.

Given these considerations in laying down the basics of your

tour or travel package, the following considerations provide

general guide -lines for the variety and number of elements to

include in the package;
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● At tract ions , Events and Activities - include them if

they represent the primary motivation for buying the

package (e.g., a major event occuring/or a popular local

attraction).

● Transportation - include it if it is a group package

or if one means of travel can offer a price or time

advantage. Transportation can be pr’icedin varying

degrees and can include complete transfer from origin,

from approximate major centre, or just at the travel

destination. Local transfers are usually included.

● Accommodation - Unless the package is only a local

attraction offer, accommodation is a basic element

generally included.

● Meals - It is generally a good practice to include

at least one meal especially if it enhances the package

(e.g., Ethnic or local restaurant). On longer packages

people will prefer some “free” meal time.

● Drinks - Alcoholic beverages not usually included

unless part of a special event (e.g., welcome cocktail

party. )

● Taxes - Generally included.
..

,j

+

...”

● Tips - Some discretion can be exercised depending on your

clientele and the practices of your package suppliers.

● Other Considerations - It is good practice to include

novelty items or “freebees” such as flight bags,
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I“ruit baskets or elements of the package type such as

golf balls.

b) Supplier Negotiations

Most major suppliers will have standard discounts/commissions

which they will offer to the travel trade. Some component

suppliers such as attractions (museums/galleries, etc. ) may

be flexible in their commission offering, depending on the

volume of trade you anticipate bringing their way.

It is up to you to negotiate the best arrangement possible for

each component to ensure that your final package product will

offer an attractive price to your customer while still providing

you with a return.

c) Package Pricing

The following steps are involved in pricing a package:

1.

2.

3.

Add costs of all variable components on a

per person basis, at the cost to you from your

supplier.

Add fixed costs (e.g., motor coach charter).

Divide by 75% of the number of people you

expect to get (this gives you a margin of

safety and the possibility of additional profit

margin if you get more than 75%).

Mark up the total cost to cover travel

agents commission (10-15%) and your profit

( total base cost of components + profit

margin + travel agent commission = sales price.)
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d) Package Promotion

Your package will need its own promotion program. The promo-

tional approaches discussed in the later modules will provide

some guidance. The most commonly used and most successful central

promotional tool for a travel package is a brochure which

describes the components of your product attractively. The rest

of your marketing and promotion mix will depend largely on how

much promotion is being done directly by your supplier or by

the travel agents that may sell your product.

:,

i

;
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MODULE 6

MARKETING MANAGEMENT

The successful implementation of your marketing plan is very much

dependent on its management; on the organizing, leading,

motivating, communicating and controlling aspects of the program.

We will not deal with these issues in any great detail in this

seminar since we want to concentrate on the “how to’s” of

marketing, but we will briefly review the main principles or

issues involved. Some of them have already been mentioned.

-.

i

..”

1. MANAGEMENT AND MOTIVATION

For a marketing plan to be a success, management must have a

“marketing attitude”; that is, they must see that the satisfying

of customers’ needs and wants at a profit is the purpose of their

business and of their jobs. We discussed the “marketing concept”

in Module 1. It is mentioned again here since it is a pre–

condition for successful marketing planning and/or implementation.

We mentioned earlier that the owners and management

personally committed to the marketing plan if it is

any real effect. Employees will “do as you do, not

must be

to have

as you say”.

In other words, management must be seen to be committed to the

plan, as evidenced by their actions.

The necessary ingredients must be put in place by management;

enough money, time, manpower, skills and Perseverance” A plan

on paper is only that, until adequate resources, and the right

resources, are put in place.

I ,
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The plan’s objectives must be realistic and obtainable;

the fantasies of the owner. It must also be understood

staff.

.

not just

by the

The motivation of your staff is a key factor. Later, we will

talk about the importance of friendly, courteous, helpful and

knowledgeable staff to support the image you are trying to

create for your business, and to achieve that ultimate goal,

customer satisfaction. Their attitude and behavior in their

daily tasks and in implementing your plan can make or break

your business. To accomplish customer satisfaction your

employees must be customer oriented. In turn, they have to

be motivated in their jobs and have a sense of importance in

the role they are to fulfill. Part of this can be accomplished

by your own attitude and behavior, but part of it also relies on

the effective use of good management and motivation techniques.

Some suggestions are:

1. job descriptions,

2. performance evaluations,

3. care in staff selection- consider attitude

and personality as being paramount,

4. regular and strong orientation and training

sessions,

5. employee incentives – money, recognition, etc.

Involve you staff in your marketing planning and management

process and make sure they receive rewards for their contri-

butions.

Regular updates on programs and the use of awards at inter–

mediate points as the program moves ahead are very important
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in sustaining ~enthusiasm”
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The people in your organization who are directly responsible for

results of the plan should be paid on an incentive basis; that is~

their compensation shou’ldbe tied to the results of the plan in

some fashion such as commissions, bonuses for achieving quotas,

etc. It is important, however, that the system be fair and

properly matched to the authority the staff really have in the

achieving of results.

Positive inducements are far more effective than are negative ones.

Threats engender fear and resentment; praise and rewards

engender enthusiasm and improved performance.

It is important that authority be matched to responsibility so that

people are given the chance to achieve the results they are being

held accountable for. This means that you have to delegate

authority to others if you want them to act independently in

carrying their part of the plan ahead.

2. CONTROL; THROUGH BUDGETING AND REPORTING

Balanced against the need for delegation and independent action

is the need for central control by the owners or top management-

Control over the spending of money and of time and through the

setting and enforcement of policy are necessarY. We will deal

separately with policy later in this module.

The marketing plan itself provides a “budget” dealing with the

spending of time, but a financial budget is first required if the

use of money is to be properly controlled. The budget should

THE ECONOMICPIANNING GROUP~c_
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incorporate the sales objectives for each of the target markets

and separate budgets should be prepared for each profit centre.

By breaking them out into monthly or quarterly increments, these

budgets can be used in conjunction with various monthly/quarterly

reports and thereby become an effective management tool. Trends

and variances quickly become apparent and remedial action can be

taken. Regular recognition of individual accomplishments can also

be instituted as the plan moves ahead.

A regular reporting program is a necessary management tool for

achieving control over the implementation of the marketing plan.

These reporting systems should monitor leads, enquiries, bookings,

sales, expenses and contribution to overhead for each target market

and/or profit centre. The reporting periods, format and content

should match those of the budgets being used.

3. REVIEW AND EVALUATION

Periodic reviews of progress must be made, and the plan altered to

adapt to realities, new opportunities and to successes and failures.

Nothing is static and a rigid plan will quickly become obsolete

and inappropriate. Management has to ensure that it is regularly

refocused to achieve the best results, and preferably, the desired

result.

The budgeting and reporting programs described above are critical

in supporting such reviews. However, management should also hold

regular meetings with the staff involved in carrying the programs

forward to hear of their views on, and experience with,

implementation . New information coming from the market and
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interna11y regu1ar1y requires a reconsideration of’vurious aspects

of“the p1an. Other communication devices such as memos, news-

letters , etc . shou1d be emp1eyed as we11. The point is: make

sure your staff are kept well informed on progress, and that they

inform you of successes and failures.

If the management, control and review procedures described in

this module are properly follbwed, the planning exercise will

prove to be a success in the eyes of both management and staff,

and the learning experience will make the next cycle of planning

much easier for everyone. People will be better motivated and

will apply themselves to achieving vour marketing objectives-
more enthusiastically.

4. POLICIES

Before we leave the subject of marketing management, we will

briefly consider the issues of “policy” and of training.

Policies can be considered as being the “rules” of the organization;

the “do’s and don’ts” for the staff and customers. Over time,

owners and managers tend to add and add policies, often on an ad

hoc basis and usually without amending other policy that might

be contradictory. Usually, some policies are enforced while others

are not.

We are considering this issue here because the policies of

an organization can enhance or detract from the success of a marketing

plan. A careful review of all policies and rules should be made

as part of the planning process, to ensure that all of them

contribute to the success of the program and those that conflict

with it are modified.

.:*
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5. TRAINING

Management and/or staff training may be required to ensure that

both groups are able to do their part in implementing the marketing

plan. Aside from training to give them the skills and specific

information they will require, consideration should also be given

to attitude/hospitality skills training. Friendliness, concern

for the customer, pleasure in giving good service are all “skills”

which both management and staff must develop.
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MODULE 7

ADVERTISING

1. WHAT IS ADVERTISING/WHAT CAN IT ACCOMPLISH FOR YOU?

Advertising is a means of communicating the benefits of your

products or services through one of the many possible public

communication systems that can be directed either toward the

mass market or on a selective basis to specific target markets.

Typical advertising vehicles include print media, such as news-

paper and magazines, broadcast or electronic media which includes

radio and television, direct mail~ brochures and point-of-

purchase materials.

Advertising and promotion have traditionally been relied on

heavily by tourism operators. The importance of a good adver-

tising and promotional program is reinforced by the following

factors:

1. Demand for tourism products is unstable,

seasonal, price and income elastic and is

determined by a varying combination of

objective and subjective, rational and

irrational factors. As a result, consumer

loyalty is low and purchase is strongly

influenced by promotional appeals. Demand

is often created by the offering of an

appealing tourism vacation product.

2. Opportunities for changing the product in the
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3.

4.

5.

short term are very limited.

Seasonality increases the need for off-season

promotion of business to even out demand.

Most tourism products are subject to intensive

competition and substitution, so that your

tourism product must be kept in the consumers

mind if it is to be considered.

Promotion can be employed selectively vis-a-

vis market segments so that you can communicate

your travel product to people who are likely to

be most receptive.

It is vitally important that your advertising and promotional

programs and strategies be linked to your overall marketing

objective so that these tools are utilized as a means to an end

rather than as an end in themselves. In the development of

advertising and promotional policies and programs one must

constantly remember “what they are trying to accomplish” in the

broader marketing sense.

Some basic rules to follow in developing your advertising plan

are as follows:

1. Review your marketing objectives and strategy plans

to re-assure yourself that the instrument of adver-

tising will be able to accomplish something towards

these objectives. Refresh your memory on who your

target markets and target audiences are, since

definition of the audience is the most vital step in

launching any type of communication effort.

THE ECONOMIC PIANNINGGROUP~cti



-- ---, - - ●

116

I

. .

2. Determine what it is you want to accomplish from

an advertising/communicat ions standpoint within

the context of your broader marketing objective.

For example, do you merely want to inform your

potential customers of your product or do you

want to convince them your product is better than

someone elses? This will provide you with a

specific advertising or communications objective

that will be different and much more specific

than your overall marketing objective.

3. Review the available distribution methods for

your product to ensure that you have established

a sound distribution system that can deliver the

product which you are promoting. There is nothing

worse than promoting something that cannot be

delivered. The consumer not only needs to know

what should be purchased but also how the

product is to be received.

4. Determine an appropriate advertising and promotional

budget based on what you want/need to accomplish and

on what your company can feasibly afford, and not on

what your competitors spend or the advertising

salesman thinks you should spend. Advertising budgets

determined on “objective selling” rather than on

industry standards (e.g., % of sales), will be much

more directed to your specific requirements. (Sales

should be the result of advertising, not the cause of it!)

5. A well-conceived advertising plan must recognize

product strengths and attempt to differentiate your
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product in some way that will set it above other

competitive products. Be careful that your ad-

vertising and promotional messages do not endanger

the present strengths of your product in the

market place.

6. Although your advertising plan should lay out some

direction for you in making advertising and promoting

decisions, it should remain flexible enough to adapt

to new opportunities. Many companies set aside an

“opportunity advertising” fund to allow for special

promotional opportunities such as magazine or newspaper

supplements which meet their marketing goals and

objectives.

7. All components of your advertising and promotion plan

should work together in a synergistic manner to

ensure that they are complementing each other, hence

the reason for referring to it as an advertising or

marketing “mix”.

8. Good advertising, if properly developed, can be utilized

not only to create demand for new tourism products but

also to reinforce earlier purchases of travel products.

Although the travel market can be fickle and in

constant search of new vacation opportunities, repeat

purchases of good, well-promoted travel products are

also common.

9. Carefully examine all potential advertising and promo-

tional vehicles available to you. Do not be coerced

by a clever media salesman who earns his/her income

on commission. Learn the advantages and usage of a

THE ECONOMIC WNNINGGROUP ofCmcdo



-- --. - - ●

118

variety of media and judge for yourself which

advertising medium will best suit your needs.

Some common problems encountered in development of an effective

advertising plan are as follows:

1. The number of choices and decisions are large,

e~,en though advertising and promotion are Sub–

ordinate to other marketing decisions.

2. Good advertising requires information about

markets, customer characteristics and behavior,

distribution channels and competitors. As

discussed earlier, much of this information

is very difficult and costly to obtain.

3. h!anycharacteristics of tourism businesses

limit their ability to adapt to changes in the

market conditions.

4. It is easy to measure money spent, but

difficult to measure results.

Once you have established a shorter term advertising or communication

objective, it is useful to then determine an appropriate advertising

strategy that will determine the flavour and approach of your media

and promotional mix.

The stage of development of your product, i.e., new or established,

among other things,will determine what strategy YOU select.
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Advertising strategies can be:

1. Product oriented - illustrating features of the

product, user benefits, and product comparisons.

2. Consumer oriented - directed to consumer attitude

and interests, life styles, reference group

characteristics and subconscious appeals to

repressed desires (i.e., sex, power).

3. Image oriented – directed to establishing an

exciting personality or identity for the

product - often used by governments and

associations to promote an area rather than a

specific product.

4. Positioning oriented - used to establish a

unique niche in the market.

The nature of your product, the characteristics of your target

market sector, your overall marketing strategy and the nature of

your distribution system will determine the kind of advertising

strategy which should be used.

2. AVAILABLE FORMS OF ADVERTISING MEDIA AND THEIR ASSOCIATED

CHARACTERISTICS

A variety of advertising vehicles are available, providing the

advertiser with a broad range of alternatives in communicating

his message to the audience.
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The following advertising media will be considered in this section,

which will outline the relative characteristics of each:

Print Media

1. Newspapers

2. Magazines

3. Travel Guides and Journals

4. Trade Publications

5. Direct Mail

6. Yellow Pages

7. Outdoor Advertising

Electronic or Broadcast Media

8. Radio

9. Television

Other Types

10. Contra

11. Cooperative

Print Media

1. Newspapers: Have a high geographic concentration and are read by

an educated middle and higher socio-economic group which tends

to be among the more “involved” elements of societY. Studies

have shown that the consumer considers the newspaper to be a

good place to look for information on travel products and

generally uses it as ashopping guide. As newspaper reading

tends to become an habitual, daily activity, it is a good

method of reinforcing a message. Many newspapers have travel

sections and classified sections for resorts and the consumer

with an active interest in a travel product will often seek out
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these sections. Newspaper advertising is flexible in that ads

can be placed on short notice and is therefore good for

offering “specials”.

The disadvantages of newspapers are that they have a broad

readership and, therefore, a lot of waste is involved in that

only a small minority of the audience would have an active

interest in your advertisement and product. The ad has a short

life, in that newspapers are read and thrown out. The quality

of advertisement reproduction is often poor especially when

photographs are used in smaller advertisements.

2. Magazines: There are many types and each type will vary some–

what in its characteristics . Generally speaking, magazines have

a more selective readership, and many special interest magazines

exist. They are therefore a very good means of reaching a

specialized target market (e.g., skiers, fishermen). Magazines

have a much longer life in that they tend to be kept around the

home and are often passed on to others, and they have a much

higher production quality.

The disadvantages of magazines are the longer lead time

required in placing ads and most have a problem in tailoring

circulation to your geographic market area. Even magazines

with regional editions will generally not be able to match

your target area without a lot of spillover. Relative to their

longer life, more targeted circulation and better quality, the

price of magazine advertising is relatively high.

3. Travel Guides and Journals: These can be a very useful means

of advertising or listing your product. Generally, some will

be geared to your target market area and their readers are people
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5.

who are actively looking f’ortravel information. The

audience will generally be small but may have a real interest

in your product.

Trade Publications: can be effective if you are looking for

incentive travel, group meetings, travel agent and tour operator

business (the latter two categories will be dealt with in more

detail later). Again, problems might exist in directing Your

advertisements to your market sector.

tourism

groups

quality

Direct Mail: is one of the more effective mediums for

promotion. It can be directed to specific, homogeneous

and contain a specialized message for that grouP. The

of the mailing list is most critical. The best sources of

mailing lists are usually within your own business and may

include:

1. past customers

2. friends and relatives of former customers

3. general inquiries

4. cancellations.

Other obtainable sources include:

1. credit card holders

2. telephone and city directories (business leads)

3. professional directories

4. Chambers of Commerce (business leads)

5. travel agents

6. mailing list companies.

The effectiveness of direct mail can be measured by using

coupons, reply cards or a coded address, and mailings can be

done on short notice. Mailings are particularly effective

I
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in reaching former guests, in promoting a specialized offer to

a specialized market, and in communicating with the travel

trade.

The major disadvantage is that mailings have become very

expensive at current postage rates. However, special rates

can be obtained from the post office if you pre–sort a large

mailing by postal code and deliver it to the post office for

bulk mailing.

Yellow Pages: are an often underrated medium for advertising

your tourism product. If you cater to transient and local

trade, an ad in the yellow pages can be a very cost–effective

means of promotion.

Outdoor Advertising: refers to both directional signs or bill–

boards on major arteries leading to your property, as well as

general billboard advertisements throughout a geographic area.

The former is an effective medium if you cater to transient

trade. A disadvantage is that your message in either case has

to be short and punchy. Therefore, its primary advantage is

for established products with identifiable images. It is often

used as a means of reinforcing a newspaper, T.V. or radio

campaign.

Electronic or Broadcast Media

8. Radio: has a captive audience at a given moment, and everyone

in that audience will receive your message. Usually each radio

station will have a segmented audience profile and a defined

geographic coverage so that you can target your message

accordingly. It is a good medium to reinforce a newspaper
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program or to obtain immediate response to special.offers. It

is also useful in building general awareness of your product

through repeated announcements.

Disadvantages of radio are that it is costly and a high frequency

of repeated ads are required for impact. Immediate response may be

difficult at times, for example ,in recording a phone number or

recalling an address.

9. Television: is the most powerful of all mediums and is the most

effective means of influencing consumer purchase behavior. The

combination of visual and audio messages is very effective if

properly conceived in communicating the product. Like radio,

it has a captive audience and a defined geographic coverage.

A disadvantage of television is its very high cost both

in advertisement preparation and in air time. Generally, it is

reserved for companies which can afford the frequency and ad

production costs.

Other Types of Advertising

10. Contra: refers to a product–for–product trade with the adver–

tising medium. Often radio and billboard companies will carry

your messages in return for credits in using your product.

Travel products lend themselves to this type of advertising in

that companies will often use them for sales incentives.

They may also use travel products for a prize give-away or

simply allow their employees to take advantage of the credits.

A disadvantage to contra advertising is that your product will

probably be scheduled into off-peak or low audience time but

you will also try to do the same. Caution should be exercised

to see that you are getting value for value.
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11. Cooperative (Coop) Advertising: can be an effective means

of extending your budget over a larger program. coop

advertising with travel ~.ntertnediariesis common and we

dealt with that subject a little earlier. It can also be

undertaken with other, complementary suppliers in your area,

where each participant shares in the cost of the ad,or with

government agencies. The only real problem is the dilution

in impact involved and your inability to control quantity and

content of the ads unless you are coordinating the program.

In general, print messages are retained in consumer’s memories

longer. Print ads allow the use of in-depth material and the

reader can control the time and pace of exposure. Some print

mediums provide several re–exposures of the same ad.

Broadcast mediums offer a greater sense of realism and can

therefore have a greater impact on consumers. They are good at

developing a product image or in improving the image of your

product.

Although all media have their time and place, it is generally a

good practice to develop a media mix so that each medium can

reinforce the other.

3. MEDIA SELECTION

The selection of the appropriate medium for delivering your product

will be dependent upon a number of things, but should be focused

on the following:

1. your product and its image,

2. your target audience,
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3. your advertising objective and strategy,

4. your distribution channels,

5. the relative costs of media in your area.

A basic formula to follow in media selection is to select the

media vehicles that will reach your target audience on a most

direct basis and with a minimum of wasted coverage.

Also remember that advertising is a continuous process and fickle

“one shot” attempts are generally ineffective. Do not select an

expensive medium such as television if you cannot afford to carry

it through.

Although the selection of the medium that is right for your

purposes should by no means be determined by this alone, there

are some media that have proven themselves effective for certain

products and services and these are summarized below:

PRODUCT AUDIENCE EFFECTIVE MEDIA

1. Travel Services
(Restaurants, Hotels
Lounges)

2. Package Tour
Products

3. Conference/Group
Meetings

4. Travel Intermed–
iaries

Individuals/ Newspapers/ Radio
Groups Some Television

(depending on proxi-
mity of market)/

Billboards for
Transient Trade

Individuals/ Newspapers/Special
Groups Interest Magazines/

Direct Mail

Groups Trade Magazines
Direct Mail

Individuals/ Direct Mail/
Groups Trade Journals

This list is by no means meant to be all–inclusive, but rather to

provide a representative sampling.
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In addition to the above considerations in selection of

appropriate media, decisions should also be made on the relative

cost effectiveness of various media.

Quantitative research data should be obtained to assist in

assessing the likely relative impact of different media alter–

natives. Information should be obtained on:

1. media audience profile,

2. circulation/readership/viewers – numbers,

3. coverage and penetration,
4. cost per 1,000 contacts.

Cost Per Thousand or CPM,— . is your way of evaluating the cost of

each actual advertisement, placed in a particular media option,

on the basis of one thousand potential viewers/listeners/readers.

Example I: Magazine X has an estimated circulation of 20,000

readers and the cost of placing an ad in the magazine is $1,200.

The estimated CPM, or actual cost per thousand readers is:

$1,200 divided by Estimated Circulation (20) or $60.

i
z

~,,..
I

Example II: Newspaper Y has an estimated Monday - Friday daily

circulation of 300,000 readers. The cost to place an ad in the

paper is $4.00 per line. Assuming the ad is 15 lines, the

estimated CPM would be:

Cost of Ad ($4 x 15) divided by Estimated Circulation (300)

or $0.20

From these two hypothetical examples, it is easy to see the

actual costs involved in placing an advertisement in a particular

medium. Your job is to determine the medium that will reach your
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market at the most efficient cost. Referring back to the

examples, Magazine X has a CPM of $60.00 and will reach 20,000

people. Newspaper Y has a CPM of $0.20, and has a market area

15 times greater than Magazine X. However, only you can decide

which media option will be more beneficial to your property. The

newspaper may appear a better bargain, but it may not be the

one your market reads.

The criteria for selection of non-media promotion alternatives

are not quantifiable. We have to rely on our experience,

competitor activities and their success, pre-testing of possible

alternatives and “rules of thumb”.

4. DIRECT MAIL AS A FORM OF ADVERTISING

Because of its relative importance and usefulness in the promotion

of travel products, direct mail will now be considered separately

as an advertising tool.

If properly planned and targeted, direct mail can be almost as

effective as a sales call. It can be personalized to match

your audience (e.g., past customers) and can include incentives

to make your product more appealing to the potential customer.

Unfortunately, poorly designed and presented direct mail has

somewhat tainted this medium as “junk mail” but it is still a

proven fact that well-designed direct mail advertisements will

be treated with as much respect as went into their preparation.

Like any other promotional tool, the reputation of your product

and company is at stake when you prepare your direct mail piece.
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Be sure to carefully design your piece to your target audience;

be cordial but do not insult their intelligence with poorly

used gimmicks.

Direct Mail has an advantage over some media advertising because

you have complete control over who receives your message. Unlike

other forms of media advertising you have a good chance of

catching and holding the recipient’s attention. The reader may

save the direct mail piece for future reference or pass it along

to someone else. Only your imagination will restrict the format.

Radio is restricted to limited amounts of sound, the newspapers

to columns in print. Direct mail can be a decal, a poster, a

very personal letter, a POP–UP card or fold-outs. You can even

add smell and texture to your direct mail advertising or include

reply forms.

Some items that can be considered as direct mail materials are

as follows:

●

●

●

●

●

●

●

personal letters

newspapers

brochures

greeting cards

postcards

specialty items: calendars and other give–aways

special promotions

enclosures and stuffers: reservation forms, menus

business cards, tent cards, matches, etc.

flyers

reprints of advertisements, press releases and

publicity articles

broadsides (no envelope, large, one–Piece fold–open

item) .
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In addition to the potential usages of direct mail identified

earlier in this section, use direct mail as an effective means

of announcing special promotions, opening of new facilities, or

simply to properly announce the start of your tourist season.

5. USE AND SELECTION OF MARKETING CONSULTANTS AND AD AGENCIES

Deciding when to bring in the experts is often a difficult

decision. Many advertising agencies and marketing consultants

have minimum sizes of projects that they will consider worth–

while to undertake (i.e., it may not be feasible to get involved

with a client who only has $5,000 to spend on advertising per

year). On the other hand, many tourism operators attempt to

plan and develop their own advertising and promotional program

and they may waste thousands of dollars in badly directed efforts.

The decision on whether to hire a consultant will be your own. A

consultant may offer to assist you for a nominal fee at first

if your company shows good prospects for future work.

In selecting a consultant or agency, it is a good idea to ask

around the industry as to who is available and doing good work.

Make sure the firm or individual knows your type of business and

the travel industry.

Your agency should not plan and develop your campaign in

isolation and independently of your staff. hfakesure you involve

them in your planning process and insist they experience and get

to know your product thorougfily. In turn, be certain that you

involve yourself in the planning of the advertising concepts,

appeals and information to be presented. Insist that they

convince you of the validity of everything they suggest (too
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much advertising is very creative, but is not based on researched

and valid precepts). If their market research is inadequate,

insist that they do some more or do it yourself before you proceed.

“Advertising agencies” can be very beneficial to the small

operator who may not have either the time or the talent to

create an effective advertising campaign. The “National List of

Advertisers” provides information on advertising agencies that

will help with your selection. When selecting an “ad” agency, ask

them to outline the scope of their services, creative abilities,

resumes, client list and billing practices. The agency will advise

on,or arrange for,market research, co–ordinate your marketing

plan, create ads and campaigns, select media and schedule advertis–

ments. But their success depends on how much information you give

them. For instance, what are your facilities and services, your

selling points or your market characteristics? What do you hope

to achieve? Do not make the agency guess. Your input is

critical. Make sure the personality of your operation is

expressed in your advertising.

The cost is usually based on a 15% commission of supplier and

production costs. An additional creative fee might be based on

the artistic fees and labour that went into your project.

There are other sources that may be more realistic for the small

tourism operator. What about the local art teacher? Or the

typesetter for the local newspaper? Use the talents of the

people in your community to design an advertisement. They are

probably familiar with your property and may be able to design

an ad that really projects your image.

Develop a strong relationship with your consultant so that he/she

begins to feel part of your planning and marketing process. Once
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you have established this relationship it is usually counter–

productive to shop around for new agencies or consultants, unless

you are not getting good service or work from your current service.

6. PREPARATION OF ADVERTISEMENTS

In planning an advertising message and designing an advertising

layout, it is useful to analyse the following:

1. principal product appeals and features

2. specific information to be presented

3. customer motivation and expectations involved

4. images and mental association to be evoked

5. any overall corporate image factors

6. creative approach and form

7. production specifications

You must also decide, based on your advertising strategy, if it is

more important for your advertisement to be more informational

or motivational in approach.

A variety of approaches can be used. Some of the more common ones

include:

1.

2.

3.

4.

5.

two-sided messages (comparisons with alternatives)

- good for educated audiences and loyal customers

of your competitor.

fear appeals – “Don’t freeze this winter”

pleasant distractions – “escape your cares and

worries”

audience involvement -“join us this spring” or

“how’s your golf game?”

emotional appeals (better than rational) - “feel

like a king. ...“
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6. humour – good for attention and recall

7. non–verbal – creation of mental images through

music, scenery, etc.,

8. motherhood – dogs and children as cute attention

getters

9. sex

Advertising should follow the KISS principle (“~eeP it SlmPle)

stupid~’)andbe geared to the attractions of your product on
one hand, and the motivations of your target audience on the

other.

A good ad will follow the AIDA formula; (attention, interest,

desire, action) in sequence of construction. Print ads should

leave plenty of white space and should use pictures or illustra-

tions to increase their impact. Do not try to get too much

information into your advertisement. Copy structure should

consist of:

1. Headline – your attention grabber - in bold type

2. Sub-headline - to provoke interest - a smaller

type and fuller message

3. Body COpy - provides information and the sales

pitch – asks for action

4. Property’s logo, name, address and phone number.

Broadcast ad messages should be shorter ;should use film,

photos and music to enhance imagery and should repeat the key

points two or three times. Like print, they should call for

action.
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Direct mail messages should follow the principles of print ads

but will contain more details and supporting materials (photos,

endorsements, etc.). However, be selective in the information

you include so it will be read. Customize it for the target

audience as much as possible.

7. MEASURING THE EFFECTIVENESS OF ADVERTISING

As indicated earlier, one of the most difficult tasks in adver–

tising is to measure the effectiveness of the media and creative

message you have selected.

Sophisticated methods for pre and post surveying of advertising

are available today, but often at substantial cost. None-the-less,

for a major campaign launch or a significant advertising effort,

they may be worth the cost.

In spite of the complexity of determining the effectiveness of your

advertising campaign, some more basic methods are available

so that you can obtain some measure of whether you are receiving

the results you are paying for.

Some useful yardsticks to measure inquiries and conversions of

eIIqUlr~eS to Sales can be lncorpor~ted into your campaign. This

represents only a portion of the effectiveness, however, in

that some people may book without first enquiring and others

will book through travel intermediaries. It is suggested that

the following techniques be emplo~.edon an on-going basis:

1. Code your ads in some ways by using return cards,

tear–off coupons, department numbers or other means

so that enquiries can be traced. With phone

.
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enquiries, have your staff ask where they heard

or saw the advertisement.

2. Log all enquiries if possible; do so separately

by ad or medium responsible.

3. Check guest registrations against enquiries to

measure “conversions”.

4. Have your guests complete a questionnaire

containing a question of what advertisements

they have seen or, for future campaigns, what

motivated them to use your property or facility.

5. Test ads in selected areas and measure change

in business from that areas relative to other

areas.

6. Keep the names and addresses of customers and

persons enquiring for later direct mail follow-up.
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MODULE 8

..

BROCHURES - DEVELOPMENT AND DISTRIBUTION

1. TYPES OF BROCHURES

The brochure usually is a vital element in selling the tourism

product. There are a number of types of brochures that can

be applied to any product, but in the tourism industry these

distinctions become even more important. The key types are

described below:

a) Informational Brochures

These are developed for the purpose of information dissemination

and therefore may simply be a listing of travel products or

destinations with a brief description. Sometimes they may

contain some “sell” in the form of photographs or descriptive

paragraphs but usually, as with advertisements, the more

information you have to provide, the more difficult it is to

add the “sell”.

b) Promotional Brochures

These brochures are designed with the “sell” in mind and,

because of this, may not be able to include too much information

and may have to refer the potential customer to other

sources of information about the product. Promotional brochures

are usually used for an established product where there already is

an established identity and not much explanation is required,
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although they can also be used effectively to encourage pe”ople

to find out more about the tourism product or service.

c) Lure Brochures

These are more attractive brochures that are often used by

government tourism departments or tourist associations and

are used as “teasers” to intrigue the potential customer on

what the region has to offer. They are usually somewhat

simplistic in that they may only contain many attractive photos

and very little, if any, copy. Their use can be very effective

in stimulating interest in a region or in encouraging a target

market group to find out more about what you have to offer.

The decision on whether to develop a brochure to promote your

product is usually one of the first promotional decisions a

tourism operator will make.

For most tourism products, the brochure is the key selling tool

since the travel product lends itself to this sales vehicle.

Although an independent brochure may not be required for certain

types of tourism businesses such as restaurants, it certainly

is a primary tool for a destination resort, a tour operation,

hotel property, hunting or fishing lodge, wilderness adventure

program, a service such as ground operations, and numerous

others.

Generally, a good rule of thumb to follow is that, if your

product is the type that can be explained or presented well in
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this type of medium and there are distribution mechanisms

available to get this information to your potential customers,

then the development of even an inexpensive, basic brochure

is likely to be a good investment.

Brochures need not be elaborate and expensive; a well–designed

one-fold black and white information piece can prove just as

effective in some cases as more elaborate works of art. The

type of brochure you decide to use will depend on your audience,

the importance of imagery and information and, of course, your

advertising budget.

In some ways the brochure is the tourism product in the

marketing process. Since you cannot show your customer the

product he/she is purchasing in advance, it represents a

facsimile of your product and is normally the primary instrument

used by the consumer in making a purchase decision. Other

industries use a brochure only to increase interest. In tourism

the brochure not only has to do this, but also has to facilitate

the making of the actual sale. It may be the only opportunity

the customer has to visualize your product.

The brochure is used not only by the consumer in making a

purchase, but is used also by the travel agent in providing

information and in processing the booking. It has tO SUPPIJ’

all the necessary information required by both parries at all

stages of the purchase process.

The importance of brochures is evidenced by the quality

and size of the brochures published by destination resortsi

lodges :indtour operators. A tour operator may spend up to
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5% of his tota1 gross revenues on printing his brochure since

this wi11 often be his pr].mary promotiona1 tool.

3. BROCHURE CONTENT AND DESIGN

A brochure will normally contain the following information,

although it will vary according to how informational or how

promotional you want your brochure to be:

1.

2.

3.

4.

5.

6.

company/product name

pictures, preferably in colour, of all

main features, attractions, facilities

and services

descriptive copy on above

motivational copy, highlighting the consumer

appeal involved (often good to include photos

of customers)

detailed information on prices, discounts,

travel booking procedures and terms, deposit

requirements, etc.

an address and phone number

Your brochure may be the most widely circulated advertising

piece you have. Design one.thtilyou are proud of -- one thxt

really appeals to your market :Lndprojects your product ‘s

personal ity.
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Start by out1ininK what the brochure is supposed to achieve.

Next, remember how you defined your targe t markets. What are

they most interested in? Then , describe the benefits and

unique selling points of’your product or service. What image

or personality do you want to imply through your brochure? What

will set you apart from your competition?

The cover of the brochure should catch attention, illustrate your

product and encourge the viewer to read further. You might

want to include a picture of the product, slogan, name and

address.

Any photographs used should be carefully selected as they too

will create the images of what you have to sell. Use a combination

of photographs that illustrate your product, action shots

involving your facilities and its guests/customers and “mood”

photographs. People want to see what type of a place it is.

Photographs illustrate the benefits and show potential customers

what to expect. Be honest in your photography. Show the property

as it really looks. Do not include flowers and fruit baskets

as part of the guest room if that is not what you can deliver.

Action shots have great appeal but should be carefully designed.

For instance, do not show people doing something wrong or

awkward (i.e., standing in boats). Include captions with the

pictures. The captions are read twice as often as the copy or

text of the brochure. Use the captions to get your selling

message across. They can work as mini–ads.

The contents of the brochure should be used to list and

describe your facilities and services. There is often a

tendency to overcrowd, to say and show too much. Try to avoid

falling into this trap; people just will not read it.all II’l.th:is
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too much in iL. SLick L()I):LsI( in 1’o rmut-ion, and avoid cxag -

~era t, ion . I t is o [ t.c>n u go(]ci i dt~:t LO a 1 so i nc1ude photographs

0f any 10(:a1 Lourist aLtracti(Jn that.may comp 1emenL or enhance

you r product . I nc1ude he1pfu1 i n f“o rmat.i o n o n what peop1e can

see, participate in, ~nd What they shou1d bring. Leave space

on the back cover for trave1 agent stamps or stickers. Remember

that the dimensions of your brochure should allow you to mai1

it and permit trave1 agents to c1isp1ay them proper1y in their stands.

Design your brochure for a long 1ife. Do not be too gimmicky or

use pictures, slogans or rates that wi11 out.dateyour brochure

before its time. Produce a separate rate card that can be

included and regularly updated.

A black and white or two-colour brochure may suit your needs.

YOU can also cut down on cost bY producing a two colour brochure!

which appears to have more colour when two plus black are

combined. Get help from local art teachers and newspaper writers

or talk to your local advertising consultant.

In addition to these pointers in the design and preparation

of brochures, the following guidelines should be applied once

you are ready to lay it out and print it:

1. use a few, careful lj’selected photographs.

If Jou can afford it, USPCOICJUr P!1OLOS aS th~\’

sel1 be~t,er than bl:ick:indwhite or COPV. Opt

s]ngl

2. Lls(,[:

1’01.1

,Shot on Lh(’ c“()\’ (’I’-

[ ‘ : 1 r, Sim!)l(’ I \’})(’, in d fl’(11’(Jntsi7,(~.~

L ] I’S , .s III)- I i t I (Is , 11(’; 1(1 Ilgs:111(1[’op\”.
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3. Copy should be black on white for easier

legibility and greater impact.

4. Colour panels should be avoided - use colour

headings and borders instead.

5. Organize your topic. Do not mix information -

set topic areas out clearly in separate sections,

preferably on separate pages.

6. Avoid small print especially if you want elderly

people to read it.

7. Put your sell copy at the front and the booking

and other details at the back.

8. Leave a lot of white space, Particularly in

important sections to clearly highlight the

information.

9. Use 8* x 11 if you can afford it. Most travel

agency racks are designed for this size.

10. Employ a consistent layout and design for each

section.

11. On the front cover, keep all of your copy on

the top + paqe so it shows on the rack.

12. Allow a space on the back for a travel agent’s

stamp.
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.



Mountains to the Sea
(in association with }iorizon Holidays of Canada)

150
10 Days – 9 Nights
Caigary, Banff springs, Columbia Ice Fields,Jasper Park Lodge,
Chateau Lake Louise, Rogem Pass, okanagan Vallq, Vancouver and Victoria.
Departs Calgary June 18, 25; July 14* , 23, 28”, 30; August 4 *, 20, 25*;
September 3, 10

This tip means mountains covered year-round with snow, and gentle harbor
waters reflecting cafe lights. There’s an ice field 150 miles square. And a hotel which
serves the most sumptuous high tea we’re likely to find outside London.

We’ll do the mountains first, stopping at places like the Banff Springs Hotel and
Chateau Lake Louise, where we can swim, hike or just plain marvel at the sceney.

Then we’ll go to the harbor cities of Vancouver and Victoria. There’s plenty to
love there. Eskimo handicrafts and Queen Anne antiques. Scrupulously-tended flower
gardens. Service that bears the unmistakable signs of British finesse.

What this trip means is some
most colorful cities.
[1 1

1stDay - Home Town - C.lgaw –
Banff – Well meel our tour escort and
other members of our group at [he Lower
Level of (he Hughes Air West Terminal at
2:30 p.m. Our sightseeing excursion
heads dou,n[ou,n [o visi[ [he Calgary
Tower [or a uiew O( the city. surrounding
prairie and distant mountains. We
continue west into the foothills of the
Rockies and on to one of the world’s
greatest mountain playgrounds, Banff
National Park. We’ll spend tbe next Iwo
nights at the BANFF SPRINGS HOTEL.
III the evening, a festive get-acquainted
dinner party. (D)

2ndDay - Banff – Our morning
sigh[seei”g visitsBow Falls. Buffalo
Paddocks.Rock Gardens. Tunnel
Mountain and Sulphur HoI Springs.
followed [)}, a gondola lift ride to the 7.500
{t. summit of Sulpbur Mountain [or a view
of Uanlf and its surrounding n}ountains.
wc have IIle af[ernoon at leisure. (B. D)

3.d D.v – E1. nff – Jasper – We
bO~r~ our nt”torcoach this morning for an
excursion along Ihe lial\f(. Jaslwr tiigllway
ICIsee S<IIIIC <I( (IIC ttmst ntajes(ic scenery
in IIIC I{ockic,s, AI place.s the rohd reacllcs
tl<,arly 7,000 fI. abt)vc sca Icvcl. wllilc

SII,IWC;ilq}(.d,Jcaks rise !Il,lrcIIIAII11 .000”

(I.Well SCC.IIIC.Vcrllt iliorl Lakes, I)ilot
M{)tltl[ai,, and CasIlc Muul\!~ifl, And tlIcn.
IIIC InosI sl,ectacular sight O( IIle day. tlIe
grea( C{,luinljia Iccficld. 150 square nliles
CI( ice straddling IIIC boundary {)( IIanlf and
JasIwr NaI i,]t,al Parks. We71 explore tltv
areii {M) a sigl}ls,.ci,lg s.nownwbilc,.

of Canada’s most startling country. And two of its

climbing across the Athabasca Glacier on
ice 1.000 h. thick. Later we continue on 10
Jasper where we spend the next two
nights at JASPER PARK LODGE. (B. L.D)

4th Day - Jasper- Ourlodgeisthe
showplace of the Rockies. Our luxurious
cabins are set in [rim and restful gardens
overlooked by cedar. spruce and pine
trees. We have rhe morning at leisure to
enjoy the heated pool. golf. hike or
horseback riding. This afternoons
excursion brings us to Maligne Lake,
Canada’s most photographed mountain
scene. (B. D)
5th Day – Jasper - Lake Louis.
This morning we drive back down the
Banff-Jasper Highway and continue on to

Lake Louise and the CHATEAU fAKE
LOUISE. located on the most beautiful
lake in the Canadian West. With the
afternoon free. we can ‘enjoy the hotel’s
recreational facilities, (B, D)
6th Day - Lake Louise – Kelowna
This morning our motorcoach travels
along the Trans-Canada Highway.
crossing the Great Divide and continuing
through Kicking Horse Pass into Yoho
Na[ional Park. We’ll see (he Spiral
Tunnels and then drive (hrough Glacier
National Park”s Rogers Pass. the mosf
scenic part of the Trans-Canada, Crossing
the Columbia River we SIOP to view [he
spot where the last spike was driven to
complete Canada.s first trans-continental
railroad and then turn south into the high,
dry country of the okanagan Valley.
Canada.s famed .. Valleyof the Sun..
shows us miles of orchards and vineyards
protected by mountain peaks and nurtured
by sparkling lakes, Our drive conf inucs
along the sl]ores of Kalamalka and
Okanagan lakes to Kclowna. We will Iw
stayil]g at the CAPR I tiOTEL. ([1. D)
7th Day - Keiowna - Vancouver
We colttinue our drive Ihroug}i tile
Okanagan ValleV via Pentictt~l\. tltcrl U,CS.I
tl!rt)ugll IIIC Similka!neen Valley. \Wc
rejoin IIIe Trans. Canada I {iglluay iSIIII
f{dlow the Fraser I{iuer tllrougl] tt)
Vancouuer istjd l{il(n!,.s t {OTtlL
VANCOUVEl{. ([))
8th Day - Vancouver — This nt{)rning
we cross IIIC Lion’s C,are I!ridge t<} (tic
Sisln)on I{alcliery at Cal}ilattft. TIIcn to

[he 1,000 forest acres of .s~anley Park.
wi[h its giant firs and colorful totems.
Later we’ll drive through the downtown
area to visir Gas[own. the old section now,
a lively center of art galleries, antique
shops and boutiques. We haue the
afternoon at leisure. (D)

9th Day - Vancouver - Victoria
This morning we board [he ferry for the
scenic 25 mile cruise across the Strait of
Georgia to Victoria on Vancouver Island.
LWeenjoy this city of gardens. from [he
fiower bordered lawns of the Parlia merit
Buildings 10 the baskets decorating the
lamp posts. Firs[. to [he worid. famuus
Bulchart Gardens where 30 acres of
fragrant floral beauty extend over
Japanese. Italian and English Gardens
linked by lawns and lily ponds. We’ll enjoy
a drive around the city be[ore checking
into our hofel. THE EM PRESS. In the
evening. a farewell dinner par~~. (D)

10th Day — Victoria – Home Town
The morning is at leisure to explore the
antique stiops. handicraft studios and
other shopping a t[rac(ions. W’e bid
farewell to beautiful British Columbia as
we leave Victoria iindtransfer to the
airporl (or our flight hOnlc.

Price per person: $S90.00. Twin in.
eludes 15 n)cals. sightseeing as listed.
[ransp<}r[ation. hotel accot]lrll <)datiorls.
taxes. Iips. baggage handling ,ind com.
plcte escort seruice !Itrouglloul Illc tour.
Single suI)plcmcm $260.()().

ITA.0T[)RN19

. JIIly 14. 28: AUg IISI 4. 25 (Ipcratcs htIIII
L)arw,)uva,r Is) Calgarv.
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Printing and distributing a quality brochure is a very

expensive process. The following variables will determine your

cost :

1.

2.

3.

4.

5.

6.

7.

The specific

follows:

1.

2.

3.

4.

5.

type of paper stock - heavier and glossier
is more expensive

number of colours

number of pages and their size

type of binding

number of copies printed

printing process used - there are variations in
reproduction quality, particularly with colour

number of copies to be mailed

steps involved in developing a brochure are as

Decide on your product features, attractions,

facilities and services to be included.

Establish your budget, the total size of your

brochure, paper type, quantities, etc.

Allocate brochure space to each feature and

category of information to be included.

Gather product descriptions, photos, prices

and other detailed information.

Produce a “dummy” l]rf~(!hul.(:showing th(:1ayout

;lndov(~r;~] ] d(?si Kn Y(>U I1O]I[’ Lo xchi(’v(’.
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6.

7.

8.

9.

10.

11.

Writ-cLhe c()pj and check the accur-a.c}’o1’the

inf’ormation.

Prepare artwork , copy, typesetting, co1our

separations.

Careful ly check the copy and artwork proofs .

Print the brochure.

Develop a distribution plan, print covering

letter and re-order cards.

Distribute your brochure.

4. BROCHURE DISTRIBUTION

Because of the amount of money involved, a carefully planned

distribution program is essential, part]cu]arly when distributing

to the travel trade. Every travel agent should be qualified on

the basis of his past business and realistic future potential

and the quantities of brochures sent should be matched to this

qualification.

A number of distribution channels exist for getting J’our

completed brochure into the hands of the right people. The

quantity of’brochures J(JUproduce should bc dep(~nd(~nt

on some projected usage factor or distribution plan. llep(~nding

On Jfourproduct or servi~:(-?:Lndthe t,ar~(~lmark(’ts~iouh:~i~(~

def’ined [’orit, you ma~rwant to consid(~rCJn(:or s(~veralol’th(’

!’ol]oltingpotential distribution ch:lnn(~]s:

.:..
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● bulk o r i ndividua1 m~~i1ing L()

prospective or pa.st cusL(jm(>rs

● government or association tourist information

centres

● hote1 and restauran t lobby areas where your

potentia1 customers ma~~congregate

● Club , association or other group functions

that would have a good cross-section of your

market

● public events, fairs and festivals

● transportation centres such as airports and

train stations

● travel agencies, tour wholesalers and other

travel influences

In travel agency mailings of brochures, include a covering

letter or a card giving commission rates, WATS line numbers

and other information required bl’the ag(~ntbut not included in

the brochure. Enclose a return, addressed r~>-order(>ard.

Perhaps most importantl~, use your 111”~)(’hur(~to answ(?rdirect

inquiries about your product or servic’():~ndin \rourdir(~c~

s:llesactivities, which will b(~clis~’u.ss(’din th(In(~xL s(-:cL ] o n.
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business. Make your brochure work f’or you by getting it into

as many 1ocations as possib1e that.are 1ikely to invo1ve your

target audience. Be carefu1 not to over–distr ibute or waste

your brochures though . Make inquiries as to how many each

agency or 1ocat ion would 1ike1y use and supp1y on1y that

amount. Past volumes of business from that source is a good

indication of how many brochures should be stocked. Remember

that you can always provide more if they should run out.

The brochure is a very versatile sales tool that can be very

cost–effective. That is why it is so important that your brochure

be well produced. It may be the only uraya potential customer

has of evaluating your property as a possible place to visit.
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.,

...*



I

i

1
I

J

1

i
I
!

MODULE 9

DIRECT SELLING, SALES PROMOTION

PUBLIC RELATIONS AND GUESTRELATIONS
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MODULE 9

DIRECT SELLING, SALES PROMOTION, PUBLIC RELATIONS AND GUEST RELATIONS

1. THE IMPORTANCE OF Ih~AGE

Media advertising is only one method of selling your tourism

product or service. Although you create an image with your

advertising, each component of your marketing mix will and

should contribute to this image. All elements of your marketing

program should contribute to the total image of your product.

Marketing is a continuous process and in the tourism industry

is vitally important that you take advantage of every

opportunity to create and reinforce the positive image you have

developed. The sales process does not stop when your client

pays for this ticket or walks in the door of your facility. They

must be constantly reinforced in their tourism product choice,

on your facilities and services. Opportunities will also

exist in the process to get them to spend more time and money

and very importantly’, to get them to come back or to recommend

your product to their friends.

2. DIRECT OR PERSONAL SELLING

Personal Selling

IT.is es~remel~’ important in the tourism industry to recognize the

value of pc~rsona] sell ing. ‘1’h[:l’e is no l)cJLLet. way of securin~

THE ECONOMICPIANNING GROUPofccoti
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t
business than by coming right out and asking for it. Persona 1

selling is direct, person-to-person communication and therefore

can be very effective. It may be a personal visit to someone’s

office or internal personal selling to guests or potential

guests. Direct two-way communication allows you to respond to

the contact’s particular interests and desires, to clarify

questions or to expand on the benefits of your operation. A

problem foreseen or an objection raised by that person can be

discussed and overcome immediately. Personal selling gives you

a greater chance for immediate and definite business.

Although personal or direct selling is only one aspect of the

entire concept of marketing, it can be a very effective form of

promoting your products and services.

As with all other aspects of good marketing it is important to

develop a direct sales plan so that you can direct your efforts

to those areas which are likely to give you the best results.

Although direct selling is a very effective marketing tool, it

is also time–consuming and costly and therefore should be

carefully focused.

Because of the cost involved in making a sales call, in the

tourism industry personal sellin~ is generally utilized for

one of the following purposes:

● selling group business

● selling to wholesalers and travel

influencers wII() will become additional

sales agents for your ])roduct or service

THE ECONOMIC PLANNING GROUP~cmca



If your market ing p1an inc1udes these target groups and

agencies in its target markets then you will likely want to

consider some form of direct sales program.

Other than direct selling to the travel trade, most direct

selling efforts are likely to be directed to conference, meeting

and convention organizers, and to clubs and associations.

In planning your sales efforts, identify those groups or

agencies which appear to be the best prospects and project the

type or volume of sales you would hope to generate from them.

Leads are the starting point. The best prospects are your

past customers. They already know your operation and are less

expensive to reach. Hopefully they were satisfied and will

consider coming again. They may already have recommended you

to others and their endorsement will carry a lot of weight.

In addition to your past customers, other lead resources include:

1.

2.

3.

4.

local firms and organizations

past enquiries and cancellations

announcements in the media

travel agents and tour operators selling your

kind of product and trips to your area. Talk

to knowledgeable people in your local travel

association, government travel office and in

the travel trade

Have a lead recording system – on cards or sales call r(+ports,

set up so the card is brought up on a carry–f’orw~lrddate. Salc?s

call reports should record contact person, financial ability,

likely amount and type of business, special requirem(?ntsand

past response to sales pitch.

THE ECONOMIC PL4NNlNGGROUPofc_
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Have a carefully developed plan for each type of sales call.

Your presentation should be smooth, logical and cover key

points. The presentation must appeal to the self-interest

of the recipient -– personalize it and relate it to his problems,

concerns and needs.

Be sensitive as to when to talk, when to listen, when to push,

when to back off, when to speed up or slow down, when to bring

him back to the topic and when to wrap up. Summarize the key

points of the discussion and then ASK FOR A COMMITMENT. If he

is not ready to buy, get him to agree to visit your facility, or

to agree to a date when you will get back to him for a decision.
. .

Where a prospect is indecisive, avoid asking for a decision and

instead proceed on the assumption that he is agreeing. Suggest

you draw up the contract. If necessary, indicate that a great

demand exists and an immediate decision would protect the space

for him.

Once the sale has been made, brief your staff about the client

and his needs in advance of his arrival. Check with him during

his stay to see if everything is alright, and then contact

him afterwards to see if his meeting or stay was successful, and

discuss future business possibilities.

Internal Selling

Internal selling includes the direct sales efforts of you and

your staff when the customer is visiting your property or on

your tour.

Personal selling does not,conclude when J’oubook a client. It

includes your st:lff’sdaily effort to encourage guests to spend

THE ECONOMICPIANNING GROUPotc-
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more, to order that delicious cheesecake, to purchase the

better room, to stay one day longer or to eat in your restaurant.

Your guests will enjoy themselves that much more, will return,

and will recommend your operation to their friends. Your sales-

oriented staff can make the difference between merely breaking-

even or achieving your profit objectives. Your guests have

arrived knowing they will spend money but how much they spend

and what they spend it on depends to some degree on the attitudes

of your staff. Use your staff as important extensions to your

sales team.

Teach your staff to use effective sales messages. “We have

a lovely secluded cabin on the waterfront” can work wonders

compared to, “our doubles start at $22 in the motel, $26 for

the waterfront units and $32 for the cabins”. It is important

to describe rooms by their attributes, not by their rates.

The initial contact of your clients with your staff will largely

contribute to the image that the customer will have of your

facility or service.

Your employees might not realize the effect that they have on

sales. It is up to you to give them direction. YOU should

have an on-going program to encourage your staff to be good

salespeople. Your staff should be well versed in your product

and its facilities. If it is a hotel property, they need to

know every style of room, your community and its restaurants,

entertainment, recreation and transportation facilities. Staff

should be able to assist guests in completing travel and

vacation plans.

Telephone selling by you, }roursales manager and other members

of ~’ourstaff is also a very important form of’direct sales.

L.-

THE ECONOMICPIANNING GROUP~c~



B -. --- --, - - ●

160

,

.,

.

J

i, .

You can use the telephone to make initial contact and set UP

an appointment for a sales call, to follow–up leads or sales

calls and to make “cold calls” on people who if properly

sold will end up becoming a customer. Be friendly, courteous

and sales–oriented when you or your staff talk to people on the

telephone about your product or services. A friendly, positive

approach can go a long way to developing or solidifying a

sale and in enhancing your image.

3. SALES PROMOTION

Most sales promotion

travel trade, and we

programs in tourism are directed at the

will deal with these later in this course.

Nevertheless, there are some sales promotion items that can

remind or reinforce your general customers of your products or

service. Some consumer-oriented sales promotion approaches might

include:

1.

2.

3.

4.

5.

6.

7.

posters or tent cards on-premise

coupons for discounts and free gifts

premiums/novelties - matches, placemats, souvenirs

contests

consumer travel shows

ads in programs of a local theatre or sports
facility

exhibits in shopping malls, hotels, airports, and
other appropriate public places.

Sales promotions are usually used in combination with advertising

or direct selling (e.g., discount coupon on a direct mailing).

An effective utilization of sales promotion items in your direct

sales campaign might be, for extimple, to leave something with the

potential group letiderthat will remind him/her of your product

THE ECONOMICPtANNING GROUPo~cb



--- ---. - - ●

✃

161

(e. g., a golf or tennis ball with the logo of’your resort hot~:l

on it).

Sales promotion items (such as souvenir items) can do additional

work for you too when they become part of the package YOU

deliver. A fishing hat representing your lodge may be worn

again and again by your customer and will invite questions

that may end up in sales referrals.

Whatever sales promotion tools you develop to sell your product,

be sure that they are done in good taste and are representative

of your product image. Gimmicky or novelty items may create

negative impressions as well if they are not consistent with

the image you want to portray.

4. PUBLIC RELATIONS AND PUBLICITY

Public relations relates to your total communication effort u’ith

your guests or potential guests. Publicity is aimed at achieving

mention of your property from a media source.

B~ becoming involved with the affairs Of the community you can

maintain and improve the image of your operation. For example,

~,oucan contribute to the education of hospitality students

bv hiring these students, speaking in their ClaSSeS or even par-

ticipating in the awards programs. Become involved with local

business, hospitality industr~Tand charittible association

programs and seminars. In order for your program to be

effective, it has to be well thought out :lndplanned in

conjunction with your other marketing efforts.
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Since your public relations and publicity ef”fortswill be so

visible and may create impressions among large numbers of

potential customers, it is even more vitally important that

these efforts be properly planned and conceived.

Publicity is one way of keeping your name on view without

costly advertisements. However, it will take creative thought

and time to get results. A news item with a photograph is more

effective.

Issue press releases, write letters to the editor and get

coverage of “happenings” at or involving your product or service.

No one is interested in trivia or gimmicks. Keep to newsworthy

items and information of interest to the community. Develop a

good working relationship with the newspapers and radio stations.

Discuss their press release requirements beforehand and present

your releases to them in the proper format.

A good starting point in developing a publicity and public

relations plan is to define the audience or audiences YOU want

to reach. For example, you may feel that coverage of your

product and image development will be useful to you in another

community and should therefore plan to logically approach this

market in some appropriate fashion.

In some cases the audience will be geographically dispersed but

homogeneous in interest. For example, a sports magazine may

agree to print an article on your new lodge or adventure travel

product and by doing so reach a broad geographic cross–section

of people.

Once you have defined who you want to reach to create that

1.
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positive impression of your business, you must identify what

vehicles may be available to reach this group. One of the great

things about an aggressive and well–developed public relations plan

is that you can get tremendous free or low cost promotional

mileage out of one article or public appearance. It is a

known fact that positive things said by others about your

product will be much more believable and credible than those

same positive things said by yourself. One complementary trip

to your lodge by a travel writer, for example, can earn YOU

thousands of dollars in free publicity.

Careful planning will ensure you of good promotional reach through

obtaining free publicity. Any kind of newsworthy information

is likely to be published if it is provided in the right form

to the media. It is important to establish personal contact with

the local and trade media. You will probably find them amenable

to cooperating.

Some suggestions for obtaining publicity through the media

include:

1. giving interviews; being the local expert

2. staging special events

3. spot news

4. scheduled news, i.e., a new manager? new service

Other methods of publicizing your product and obtaining good

public relations are to attend meetings as a guest speaker,

participate in special events and donate promotional items to

special events.
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Use press releases, prepared in advance and distributed simul-

taneously to the target media but keep them short, punchy and

factual. Date the release, type it double spaced on one side

of one page, include your name and address at the top and

include a sub–heading (not a major heading). The first

paragraph should give a synopsis. Fold it with the print on

the outside and deliver it to your local or regional media who

will appreciate that the work has been done for them and thus may

be inclined to print what you have provided verbatum.

Community and customer public relations are very important too.

The local community and your guests are not only a source

of business directly, but they are a source of recommendations

and referrals.

Some determinants of good public relations within this venue are:

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

proper and friendly conduct of your business

local advertising

telephone manner

staff courtesy and friendliness

membership in service clubs and community groups

free use of facilities for worthy causes

interest in local features, attractions and
history

personal calls on local businesses and community
leaders

supplies and services purchased locally

cooperation with local authorities.

There are many specialized public relations and publicity

agencies available today who make: it th~ir .IO~~to a~sis~ P~~~Plc~

in planning their public relations eff’or~s. If your budget. is

THE ECONOMICPMNNING GROUPoIcmwIo



-- ---. - - ●

165

small and your product relatively straight–forward, a well–

planned effort delivered by you and your staff may achieve

the same results as employing a public relations agency. On

the other hand, if your product or service is the kind that lends

itself to a substantial public relations effort, or if you are

launching a new product or opening a new facility, a good

public relations firm could assist you in making the most of

this opportunity.

These firms generally receive their compensation on a fee-for-

service basis so that you can decide in advance if it is worth

the expense. ~

5. GUEST RELATIONS AND HOSPITALITY TRAINING

Your staff are often your best asset. They welcome guests

to your property or tour and ensure that their needs and wants

are satisfied. Since the tourism industry is largely a “people

business”, the attitudes and services of your staff will be long

remembered by your customer and will likely form lasting impressions

of your facility or service. Your staff may be bringing guests

back or they could be costing you sales through loss of repeat

business. This is the seventh “P” in the marketing mix, “people”.

Sell your property through the attitude shown toward your

guests. Have your staff look for the needs that can be

satisfied before the quests have to ask. Your guests have

probably paid a substantial amount of money for your product

or service; be sure that they get their money’s worth.

The attitude of the staff is often a reflection of the attitude

you display as the manager. This is especially true in a small
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property where the owner/manager works very closely with the

staff. For example, staff may see you walk up to a guest with a

big smile, shake hands and say “Hi, how are you enjoying

yourself? Everything okay? It’s nice to have you here, Mr.

Jones!” If your employees are not as friendly or as helpful

as you think they should be, have a look at your own attitude.

They may be taking tips from your behaviour. If you don’t feel

comfortable in approaching and welcoming guests or do not

make the effort to learn their names? how can You exPect it

of your staff? Make your staff feel like they are an important

part of your business and they will likely act that way.

Poor staff attitude toward customers can be a tremendous

deficit in your business and one that you may not easilY recover

from. Good guest relations starts with hiring the right people

for the jobs. Although the people available to work in your

tourism business may be inexperienced or lack specific training,

some good pointed screening questions should draw out what their

attitudes are likely to be in dealing with your customers.

Hospitality training has also become an important consideration

in the tourism industry in the development of sound, positive

attitudes in staff and in improving guest relations.

Programs are available through the federal and other provincial

governments, as well as from industry and trade associations.

These programs are generally designed for a varietY of staff

levels from guides and other service staff to middle managers

and owners.

Some of these courses may involve sending your employees or

yourself on a 2-3 week condensed program, but many can be delivered
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in–house by using material and information readily available

for this purpose.

A small amount of hospitality training can go a long way towards

improving the attitude of the people that will likely come into

contact with your customers the most frequently.

6. SALES PLANNING AND MANAGEMENT

If you are a smaller tourism operator with only one or two employees,

then you are likely to do your own sales management and lay out

your own sales plans and efforts. In larger organizations or for

regional tourism marketing, you may want to hire a sales manager

to spear–head your sales efforts.

Whatever your approach, it will be of immeasurable value to

develop a sales plan to work from and to direct these sales efforts

within the overall marketing objective of your organization.

It is generally a good idea for the people delivering the plan

to develop it but you, as owners, must approve its overall

approach and direction.

Managing your company’s sales in the tourism industry is not

an easy task since there are so many factors which can affect

the final outcome of your sales program. As in any other type

of sales, it is vital to set sales objectives for a specified

period in time and to provide some form of incentive to sales

staff so that they have a specific goal to strive for. Sales

results can then be monitored regularly and sales efforts

adjusted accordingly. Like any other plan, your sales plan
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should be goal–oriented but flexible enough to react to new

opportunities (e.g., a competitor closing down).

As it is often difficult to measure the results of your

sales efforts, it is equally difficult to measure the effective–

ness of your sales or public relations staff. The best measurement

will be your “cash register” in the long run, but in the shorter

term the type and attitude of customers you are getting and the

impressions they are given of your product or service will provide

a thermometer on how your sales and public relations staff are

approaching their work.

If a sales person is not working out, do not leave the situation

long without correcting it, since the damage helshe can create

may take a long time to repair.

It is important to provide financial awards and recognition to

your sales staff, and to other employees as well, for performing

to or exceeding your expectations. Commissions, bonuses and

awards can all be very effective motivating tools, as long as

they are administered fairly and consistently.

1

I

,
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MODULE 10

. ..

TRAVEL TRADE MARKETING

1. DIRECT SELLING TO THE TRAVEL TRADE

The travel trade plays an important role today in the marketing

of tourism products. Tour operators, tour wholesalers and

travel agents are often referred to as travel influencers in that

they can take your product and sell it to customers that you may

never be able to reach on your own.

However, since these travel intermediaries also deal in a large

number and broad variety of travel products, they can and must be

very selective in the travel products they decide to represent.

Because of their position in the industry, these agents and

operators can have a disproportionate level of influence on the

workings of the system and on the success of many tourism

products. Hence, most tourism operators attempt to have their

products represented in some fashion in the trade, whether the

product is a hotel, attraction or service facility. That is why

most direct selling efforts in tourism are directed towards the

travel trade - to inform them about your product and to encourage

them to represent or sell your product instead of somone elses.

To understand how to approach these travel intermediaries, it is

useful to examine how they fit into the travel sales distribution

system. Exhibit 15 on page 170 summarizes the position of each

in the system.

: ,,
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EXHIBIT 15

TRAVEL SALES DISTRIBUTION SYSTEM

SUPPLIERS BUYERS

. Transportation

. Lodging

. Food and Related
Services

. Car Rental Firms
and Other IJoCal

Transportation

. Attractions/
Entertainment

. Resorts/
Lodges

. Cruises

ONE-STEP SYSTEM Individual or Group
Traveller

( I t 1

Individual or
Group

I I 1 J

I 1 i 1 I }

I Tour I I Travel I I Individual or I
+ operator l—l Agent }—{ Group I

Trave 1
Who 1esal er Agent Individual or

Group
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Obviously, the travel agent can play an important role in any

travel sales system. Although travel agents generally may not

be effective in selling, they must be able to respond to an

enquiry about your product. If they are not aware of its

existence and do not have any information to give out on Your

product, an opportunity is lost.

Most travel suppliers find dealing with travel agents a very

frustrating process. Travel agents are inundated with a myriad

of products, mailings, sales calls, product presentations and

other solicitations, and they still have to spend long hours

dealing with their clients. As a result, they are rarely very

interested in or responsive to solicitations. They are also

fickle. If your product gives them a problem at any time, they

may recommend against it. Do a good job and they are indifferent-

make a mistake and they will cut you off. Nevertheless, they

have to know you exist and what ~rourmain attractions are, and

they have to have your brochures.

Promotional efforts directed at the travel trade generally fall

into the following categories:

1.

2.

3.

4.

5.

6.

sales calls on travel agency staff and tour operator

management (make an appointment),

receptions and presentations to launch new products,

a new season’s products or to educate agents,

educational seminars (hold them on the agent’s

premises - before 9:00 a.m., if possible),

familiarization trips (make sure You control t~le

invitations and qualif>’ }Touragents) ,

trade show’s,

cooperative selling and promotion programs with

tour operators and airlines,
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7. trade magazine ads, press releases and “news”,

8. direct mail (new brochures, special offers, etc.).

If you are planning a familiarization trip, remember that it is

expensive and you are dealing with only a small group of agents.

Some pointers to follow should include:

1.

2.

3.

4.

5.

6.

get financial support from complementary suppliers,

airlines and government,

select the participants carefully, based on the

past and future business potential. Do not be

bullied by agents or airline people,

plan your itinerary carefully. Keep up the pace

but do not pack too much in. Allow some time off,

Do a product presentation at some point,

Do not make it free - charge $50 to $200, depending

on the number of days involved,

follow up by calling on the agents later - ask for

their business.

Sales support activities directed at the travel trade can be

useful forms of promotion. In travel, the brochure is the primary

instrument of sales support and because of its importance, it

has been dealt with separately. Other types of sales support

materials such as posters and counter cards may also assist in

maintaining a good awareness of your product.

Public relations activities are normally directed at the travel

trade to gain their attention and support. P.R. activities

might include receptions, special events, “news” releases, etc.
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2. TRAVEL TRADE SHOWS AND MARKETPLACES

A tremendous amount of travel selling today takes place directly

at trade events and marketplaces. These are sales events organized

by either the trade organizations themselves or by government

and other travel service departments.

Your federal and provincial de~artment will usually have a

listing of the major shows available in the markets that you have

selected. These group events are designed to provide travel

suppliers and travel intermediaries with an opportunity to examine

each others’offering and to see what new opportunities are avail–

able in the marketplace. Tours operators, for examPle, often use

these types of venues to incorporate new products into their tour

programs or to develop new tour packages around interesting new

travel products.

Since these travel trade shows and marketplaces can be a very

cost-effective means of reaching your target markets> they are

worthwhile investigating on a selective basis. If you decide to

participate, you should go equipped with appropriate sales

promotional tools, such as a product visual display, brochures,

posters and price charts. As well, you must be prepared to do

business and discuss commissions, discounts and travel arrange–

ments with potential travel middle men who attend these events.

Some advice from your local tourist office should be sought

travel shows that might be suitable for your travel product

what sport shows for fishing or hunting lodges).

on

(e.g.,

I
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3. ADVERTISING TO THE TRAVEL TRADE

As in consumer advertising, a variety of advertising vehicles

are available for reaching these intermediaries. Many journals,

magazines and other types of trade publications are available on

a national, international and regional basis.

In deciding whether you have a product or service that is worth-

while advertising in a travel trade publication, you must do a

cost-benefit comparison, since advertisements of this nature can

often be costly. As well, advertising alone to the travel trade

may not be effective unless it is supported by some direct sales

activities, such as participation in travel trade shows or direct

sales calls.

As discussed, travel agencies receive a plethora of travel informa–

tion at their offices but also do subscribe to and read the

magazines and journals directed to them. Canadian Travel News,

for example, is a colourful, well–read publication that is useful

in presenting new products and ideas to these agents. An advertise–

ment on your product in this type of publication may prove effective

in bringing the uniqueness of your product to their attention. Other

well-read, trade publications include the CTM Travel Weekly,

Canadian Travel Press and Agent West.

Travel agents and wholesalers often have their own magazines and

publications which will accept advertising. Often the best way

to approach this type of advertising opportunity, if that is a

market you want to pursue, is on a cooperative basis with other

suppliers or in conjunction with the travel agents or tour

operators who will carry your product.
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4. COOPERATIVE AND CONTRA PROMOTIONS WITH THE TRAVEL TRADE

In the travel industry and particularly within the travel trade,

there are many opportunities for joint or cooperative promotion.

For example, a tour operator may decide to carry your product

or service and launch a major promotional campaign in markets

that he/she feels would be good prospects. You may be invited

to participate and contribute to their effort financially as

well as through the provision of brochures and support materials

for their sales efforts. Your decision on whether to participate

will depend on how productive you think this tour operator can

be for your product (i.e., how much he will sell). This type of

cooperative advertising, because it provides expanded promotional

resources, can provide good opportunities to promote your product

in areas you might never be able to afford to penetrate on your

own.

Be leery, however, of participating too quickly without first

investigating your potential cooperative partner’s reputation

and success level. Many young, inexperienced tourism operators

have been known to throw promotional dollars out the door or

finance someone elses campaign by not first checking on the

credentials of your ‘partner’before agreeing to cooperate.

5. CONTRACTING AND BLOCKING SPACE

To ensure that they will have a sufficient amount of space or

product to sell once it is included in a program, the common

practice in the travel trade is to contract or block space.

Whether your involvement is with a tour operator, wholesaler

or travel agent, they will require some assurance that you can
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guarantee the space or product before they venture into a

promotional effort.

Space is normally booked through negotiations between suppliers

and travel middle men after much discussion about what they are

likely to sell. The common practice is for anyone representing

your product in this way to request more space than they actually

are likely to sell, until they have had an opportunity to test

the market for your product.

To ensure that you are not blocking space unreasonably and fore-

going any other potential sales by holding the space for an

operator or wholesaler, it is normal to request advance deposits

as you approach the blocked date. Since travel is a disposable .

product which cannot be inventoried to sell later, cautious

practices in blocking and contracting space are advised. A

25% deposit to confirm an agent’ssincerity in selling your product

is reasonable and cancellation insurance programs can assist to

ensure that nobody loses in the exercise.

It is a good idea to take a cautious or prudent approach when

dealing with the travel trade in product contracting.

6. TOUR OPERATORS

Your do not use a tour operator, he uses you. As a result, you

will have to provide him with a product when he wants it, usually

in your peak season. However, he will also likely take some

off-season space as well if encouraged to do so and if your price

concessions are generous.
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Tour operators broaden your marketing effort substantially,

and they carry the costs of the marketing. A good tour

operator can give you business in a steady stream over time.

A tour operator needs his own markup, in addition to the

10% or more he has to pay the travel agent. He will get it by

being agressive with you in obtaining the lowest possible net

price, so sharpen your pencil.

The quality of the tour operator you deal with is most critical.

Check him out with other suppliers. Many are unreliable, fly-by-

night operators, others are inept, some get themselves over-

extended with product and money. Do not forget that he has

little at risk. It is the supplier who has his space tied up.

It has been found that, on average, tour operators will generate

from 25% - 45% of the business they say they will get. Some

fail altogether; a few meet their expectations and the rest

fall in between.

The tour operator collects his money in advance from his

customers, but he will pay you after the fact. Insist on an

early payment procedure, i.e., 15 days but not more than 30 days.

Do not tie up more than about 30% - 40% of Your sPace with tour

operators in any given season. Otherwise, you could be in

trouble if one or two pull out and the others perform poorly.

Do not become dependent on them.

1
I I
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(i)

CASE #1

I

PREPARATION Ol?A MARKETING PLAN FOR

THE RANKIN INLET LODGE/PTARMIGAN INN

SCENARIO

The lodge/inn in which we are today requires a long term marketing

plan. You are a tourism consultant from Toronto and you have just

stepped off of the plane, having been hired by the Lodge/Inn, by

letter, to prepare such a plan. So far, you have little information

at hand, just what you have read on the Northwest Territories in a

general tourism information package sent to you by the Territorial

government.

Your client has expressed a concern that he is not getting as much

business as he should be, especially in the shoulder seasons. He

doesn’t feel he can afford to spend very much money on consultants

or, in fact, on a major advertising program.

TASKS

I..prepare a brief situation analysis on the Rankin

Inlet Lodge/Ptarmigan Inn, identifying only the key,

salient information.

2. Identify potential new target markets for the lodge/inn.

3. Prepare a brief marketing plan, identifying:

a) Target Markets Selected (with reasons for their

selection)

I
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(ii)

b) Product Strategy for each target market

c) Sales Objectives for the first year.

NB Background data on the Rankin Inlet Lodge/Ptarmigan Inn will be—
assembled and provided at the seminar prior to this case

being undertaken.
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(iii)

CASE #2

PRICING A PROPERTY: THE CONCORDE HOTEL

This case is described in the text of this manual, in Module 4,

pages 58 to 94 . The seminar will go through this case in detail,

as a group.

r

I
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CASE #3

PACKAGING A WILDERNESS EXCURSION PRODUCT

SCENARIO

Recognizing the potential demand for wilderness adventure products

and the variety of activities and natural resources available

within his region, Ted Schreyer decided to examine the possibilities

of developing a whitewater canoeing or rafting package that he

could market to people who were seeking such an adventure in the

north.

Having lived his whole life in the City of Yellowfork Ted felt

that he would have a solid base of operation from which to connect

his more remote wilderness packages with the population centres

of the south.

Being inexperienced in this type of business, Ted sought the advice

of the tourist zone association manager for the development and

marketing of his tour package. The manager provided Ted with a

basic outline of the things he should consider in developing the

package as follows.

1. Decide who your market is likely to be and what type

of services/product they are likely to want.

2. Decide who your competitors would be and how you can

compete effectively.
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3. Decide what components you can feasibly and logically

include in your package and who your main suppliers will

be.

4. Contact complementary product suppliers to find out a) their

level of interest; b) what services and prices they can

offer you.

5. Price out your package.

6. Lay out a plan for promoting your program.

7. Develop your package and “Go for it”.

The manager also assisted Ted by helping him lay out the following

information:

. at least 3 major rivers existed within an hour’s flying

time of Yellowfork that were suitable for white water

canoeing and/or rafting.

. there were two air charter operations in town that could

transfer groups of up to 10 people in one flight.

i
. .

i
i

..!

. Yellowfork has 3 hotels with two offering full meal

service.

● Ted anticipated that start-up capital costs for equipment

would be about $30,000 for canoes and rafts and tents that

could accommodate 3 groups of 10 each at a time.

. he also investigated similar packages offered in other parts
,,

I,,
.:

. ,. .
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of Canada and found that the wilderness adventure market

generally wanted excursions of 7 - 10 days, exclusive of

air travel to and from the start-off point.

. He decided to limit his package

10-day white water canoeing and

excursions.

offering initially to

7-day white water rafting

● He thought his primary market was likely to be people from

the four major population centres that were within a 2 hour

flight of Yellowfork.

QUESTIONS

1. Design one or more packaged product(s) for Ted, describing

all their main features.

2. Describe the seasonal schedule of departures.

3. Describe the pricing analysis and prices to be used.

4. Describe, in general terms, the following:

a) target markets

b) channels of distribution to be used

c) main marketing activities
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. Airfare Edmonton
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(vii)

TOUR PACKAGING FACT SHEET (Case #3)

to Yellowfork $250. Arrives at 2:00 P.m. ,
departs southbound at
3:00 p.m.

. Local air carrier rates:

3 passengers (185) $1.65 per mile

10 passengers (Otter) $3.20 per mile

● Distance from Yellowfork to drop-off point is 85 miles and to

pick–up point is 114 miles.

. Hotel rates in Yellowfork are:

Best Hotel (The Ritz) - $75/night, double (Discount 20%)

Moderate (Middle-of-Road motel) - $50/night, includes breakfast

(Discount 15%)

Cheap (Flop-House) Hotel - $35/night, no meals (Discount-None)

. Guide Fees - $75/day (1 guide required per 5 people)

● Travel agent commission - 10%

. Tour operator commission - 20%
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3. Sales promotion and public relations plan

- direct sales program to be utilized

– public relations program
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