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Learning Objectives

After reading this unit, the reader will be able to:

. define marketing and related concepts;

. understand exchange system and the role of marketing in society;

. know components of tourism system and meaning of tourism marketing;

. outline basic steps in the marketing process for tourism and hospitality
businesses;

. explain market segmentation, market targeting and positioning within the

context marketing of tourism and hospitality businesses;

. remember components of marketing mix in the marketing of tourism and
hospitality businesses;

. define and identify key elements of digital marketing strategy for tourism and

hospitality businesses.

1.0 Introduction

In order to understand digital marketing, there is a need to have a basic
understanding of the concepts and principles of marketing in general. This module
introduces basic marketing concepts and principles, and explain marketing process
and components of digital marketing strategy as applied to tourism and hospitality

businesses.
1.1 Marketing and Market Orientation

Marketing is often a misunderstood and misused concept by majority of people.
Most of the time it is equated with hard selling, advertising, transporting products from

producers to consumers, promoting goods and services, and even deceiving and
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manipulating people to sell products or to get positive response from the target group.
In fact, marketing has nothing to do with deceiving and manipulating people, hiding
and exaggerating facts, lying or hard pushing to sell goods and services, although
some sellers or producers may actually engage in such activities in reality, which may
be labelled as marketing incorrectly. Actually, marketing is about learning the needs,
wants, problems and expectations of people, organisations and society; and creating
and delivering value (benefits) to meet such wants, needs and expectations and solve
their problems efficiently; and capturing value in return through exchange process
(Kotler and Armstrong, 2018). The following three definitions capture the essence of

marketing:

Marketing is ‘the management process responsible for identifying, anticipating and

satisfying customer requirements profitably’. (Chartered Institute of Marketing, 2020,
p.6).

‘Marketing is the activity, set of institutions, and processes for creating, communicating,
delivering, and exchanging offerings that have value for customers, clients, partners,

and society at large’. (American Marketing Association, 2017).

Marketing is ‘the process by which companies engage customers, build strong
customer relationships, and create customer value in order to capture value from

customers in return’ (Kotler et al., 2020, p. 6).

As these definitions attest, marketing is about identifying and predicting needs,
wants and expectations of people, organisations and society and satisfying them
through the creation and exchange of value efficiently, preferably better than the
competition. Marketing is often confused with selling. Selling usually refers to
transaction that involves an exchange of value and it is mostly the result of good
marketing activities (Kotler and Keller, 2016). Another concept that is often used
synonymously with marketing is advertising. Advertising means ‘any paid form of
nonpersonal communication about an organization, product, service, or idea by an
identified sponsor (Belch and Belch, 2018, p.17). Although advertising is part of
marketing, it is only the tip of the marketing iceberg. Marketing is more than paid form
of communication and it includes determining and predicting consumer’s needs, wants,
and expectations; designing products and creating value to meet these needs and

wants; pricing products, communicating with consumers; delivering products to
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consumers; and investigating consumer behaviour after the purchase and
consumptions of products. Marketing is also confused with distribution. Distribution
is about ‘making a good or service available for use or consumption by the consumer’
(Kotler and Armstrong, 2018, p. 359). Distribution, like advertising, is a part of
marketing activity, but it does not cover most of marketing activities. Finally, marketing
is equated with deceiving, lying, manipulating, creating false impressions and
unnecessary needs in order to sell goods and services. Although there may be
businesses and people doing such acts under the name of marketing, these activities

are neither legal nor moral and they are not within the scope of modern marketing.

Figure 1: Elements of Market Orientation

Organization wide intelligence
generation from the marketplace
(markets, competitors, marketing
environment)

/ “\
Distribution and sharing of the Organizatio:\ wide coordinated
intelligence within the firm response
(top management, finance, (developing marketing mix
accounting, production, human including product, price,
resources, research and distribution, promotion,
development, marketing, people, physical atmosphere
procurement, logistics, customer and process management)
relationship management)

Source: Kohli & Jaworski, 1990

The practice of modern marketing is known as market orientation or market
driven approach. In other words, businesses that adopt modern marketing implement
market orientation and are market driven. Market orientation has three components
(Figure 1) (Kohli & Jaworski, 1990). First, market-oriented firms gather organization
wide information regarding current and future customer needs, and dynamic marketing
environment including competitors. Second, the collected information is shared by all

the departments of the firm. Finally, based on the shared information, the firm prepares
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an organization wide coordinated response by preparing a marketing mix to meet
customer needs and align with changes in the marketing environment. Marketing mix
is marketing tools used by tourism and hospitality organisations to meet visitors’ needs,
wants and expectations or solve their problems and satisfy them. Marketing mix covers
the blend of product, price, place, promotion, physical atmosphere, people and
process. These circular activities of market orientation are undertaken continuously,
profitably and long-term view is adopted (Narver & Slater, 1990). Firms can also adopt
market-driving approach where they strive to influence the structure and behaviour of
the market to enhance their competitive position through innovation and provision of

extraordinary value (Kumar, Scheer & Kotler, 2000; Jaworsky, Kohli, & Sahay, 2000).

Figure 2: Exchange System in Society

Organisations Needs, and Products Organisations Land

Businesses wants Markets (goods and Businesses & Labour )

Individuals g services) Individuals Entrepreneurship
Capital

Marketplace

—

Consumer
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EXCHANGE

S
L PRODUCERS
eProfits or loss
*Meeting organisational goals and
objectives

CONSUMERS
eSatisfaction
eDissatisfaction

eConsumer loyalty

eConsumer behaviour change
eLong term exchange relationship
eCustomer lifetime value

eFailing to meet organisational
goals and objectives
eLong term exchange relationship

eCustomer lifetime value
eCustomer equity

eCustomer equity

1.2 Exchange System in Society and Function of Marketing

Since marketing is about understanding needs and wants and meeting them
through the exchange of value, there is a need to understand the general elements
and process of exchange. Figure 2 shows the exchange systems in society. One part

of the exchange system is composed of consumers. All individuals, organisations and
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businesses have their own needs, wants, problems or expectations as consumers in
society. Individuals have needs and wants to survive and live comfortably.
Organizations and businesses have needs and wants to produce products, continue
their operations and to serve people. Needs are ‘states of felt deprivation’, (Kotler &
Armstrong, 2018, p.6). Human needs are a natural part of human biology, psychology
or social life. Wants are ‘the forms that needs take’ (Kotler & Armstrong, 2018, p.6) and
they are shaped by personality, society, environment of the individuals. People,
organisations and businesses with needs, wants and buying power form markets, that
is consumer and organisational markets. Markets are potential and actual consumers.
Because markets do not have ability or resources.to produce all the goods and
services they require on their own, they need to rely on producers to provide them. The
other part of the exchange system are producers. Using factors of production,
producers including individuals, businesses and organisations produce products to
meet needs and wants of the markets. A product is anything, tangible or intangible or
a mixture of both, that provides value and satisfy markets’ needs, wants and
expectations or solve their problems. A product is bought and used in return for money
or something of value. Products can be goods and services. A good is a physical
product and has tangible attributes. A service is an intangible deed, process and
performance that provide benefits to consumers (Zeithaml, Bitner and Gremler, 2017).
Ideas, persons, organisations and places can also be thought of as products that can
provide value to people and organisations. Markets and products come across in the
marketplace where buyers and sellers of a product meet, communicate and transact
(Figure 2). Marketplaces may be a local market consisting of a geographical and
physical space, a shopping mall, over the phone or an online platform (websites, social
media, etc.). Markets or consumers make a comparison of values and costs of
products while choosing among the many products that may satisfy their needs and
wants and decide which products they will buy. Consumer values here denotes
consumption values and refer to all the benefits consumers perceive from buying, using
or having the product. On the other hand, costs cover all the sacrifices including prices
or monetary value of the goods and services (also called exchange value), time,
psychological and behavioural costs that have to be endured for buying, having or
using products. Of course, this is a very rational mode of decision making, and people

and organisations are not always rational when purchasing products. Consumers may
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base their product choice on emotions, social learning from others (modelling others),
influence of marketing communications, impulse, habits etc. At the end of evaluation
of values and costs each product alternative, exchange may take place or consumers
consider and evaluate some other products in the marketplace (Figure 2). If exchange
take place different consequences emerge for consumers and producers. Producers
can make profits or bear loss if they are commercial businesses or organisations. They
can reach their objectives and goals if they are non-profit organisations or government
entities or they may fail to reach their objectives and goals. On the other hand,
consumers may be satisfied or dissatisfied. Customer satisfaction refers to meeting
or exceeding consumers’ expectations concerning a good or service (Kotler and
Armstrong, 2012). If consumers are satisfied, they are likely to be loyal to the business
that provide the satisfying product. Customer loyalty is about buying the product
again, buying other products from the same business, suggesting the products to
others and spreading positive word of mouth (good publicity) about the product. Also,
if consumers are satisfied, long term exchange relationship is likely to develop between
a producer and consumer and such relationship gives rise to customer lifetime value.
Customer lifetime value is ‘the value of the entire stream of purchases a customer
makes over a lifetime of patronage’ (Kotler & Armstrong, 2018, p.44). Customer lifetime
value gives rise to customer equity which is ‘the total combined customer lifetime
values of all of the company’s customers’ (Kotler & Armstrong, 2018, p.45). The role
of marketing in the exchange system in society is to make the exchange process easier
and seamless for both producers and consumers by sensing the needs and wants of
the consumers (individual and organisational markets); meeting or exceeding their
expectations or solving their problems by way of creating, communicating and
delivering value with the right marketing mix; receiving value in return, and maintaining

long term relationship with the customers.

1.3 Tourism System and Tourism Marketing

Since this module is about marketing for tourism and hospitality businesses, it
is convenient to see the nature of tourism system and the role of marketing. Despite
occasional crises and fluctuations, tourism is one of the largest and fastest growing
economic sectors in the world. Tourism is defined as ‘the activity of visitors taking a

trip to a main destination outside their usual environment, for less than a year, for any
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main purpose, including business, leisure or other personal reasons, other than to be
employed by a resident entity in the place visited’ (Eurostat, 2010, p.8). Figure 3 shows
the components of the tourism system. There are 5 components of tourism system
(Figure 3). Tourist generating region refers to the place where potential visitors
normally work and reside (United Nations, 2010). ‘A visitor is a traveller taking a trip
to a main destination outside his/her usual environment for less than a year, for any
main purpose (business, leisure or other personal purpose) other than to be employed
by a resident entity in the country or place visited (United Nations, 2010, p.10). Visitors
may be tourists who stay overnight in the place visited or excursionist or same day
visitors. Destination region is the geographical place visited by visitors because of
attractive features or attractions. Transit route region refers to the geographical place
between tourist generating and destination region. Finally, tourism industries
represent the industries whose main activity comprises of providing goods and

services directly to visitors (United Nations, 2010).

Figure 3: Components of Tourism System

Departing Visitors

Transit Route Region
Tourism Industries

Returning Visitors

Destination
Region

Visitor
Generating
Region

Environments: Socio-cultural, economic, technological,
physical, political, legal

Source: Leiper, 1979.

Tourism industries consist of travel organisers or travel trade such as travel
agents, online travel agents, tour operators, specialty channelers (meeting and
convention planners, incentive travel firms, corporate travel offices etc.); transportation
industry (air, land, sea and railways, car rentals); accommodation industry; food and

beverage industry; attractions, events and activities industries, souvenirs, and gift
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retailing industries; and other retailers serving visitors. Tourism enterprises are
defined as businesses whose main activity involves providing goods and services,
wholly or to a great extent, directly to visitors (United Nations, 2010). Marketing in
tourism involves designing, pricing, distributing, promoting and providing products,
facilities, attractions, events and experiences that meet the needs and wants of visitors.
In other words, tourism marketing for tourism businesses means all the activities
done to design, create, communicate and deliver value to, and have long term

exchange relationship with, visitors and

Figure 4: Basic Marketing for Tourism and Hospitality Businesses

[ MARKETS: CURRENT AND POTENTIAL VISITORS AND ORGANISATIONS ]
Collect information Goods, services, ideas, experiences,

places, activities, facilities, amenities

K TOURISM ENTERPRISES \

Satisfy visitors’ needs, wants,
Discover visitors’ and expectations with a blend
needs, wants, of marketing mix (tourism
problems and —' products, prices, place,
expectations Design promotion, physical evidence,
Marketing people, process)
\ Mix J

Source: Adapted from Kerin, Hartley & Rudelius, 2017, p. 9.

stakeholders. The marketing function of tourism businesses is to research visitor's
needs, wants, problems and expectations and satisfy them with a blend of marketing
mix (see Figure 4). Majority of businesses in tourism and hospitality are micro, small
and medium sized enterprises in many destinations in Europe. Small and medium
sized enterprises are businesses with less than 250 employees or an annual turnover
of EUR 50 million (European Commission, 2020a). Businesses with less than 10
employees or an annual turnover of EUR 2 million are considered micro enterprises
(European Commission, 2020a). It is estimated that 90% of tourism and hospitality
businesses are small, medium and micro sized enterprises (European Commission,

2020b). SMTEs often lack financial and human resources to market themselves to
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geographically dispersed markets in different countries. But digital marketing offers

SMTEs many opportunities to market themselves in different markets and countries
cost effectively.

1.4 An Overview of Marketing Process for Tourism Businesses

Like all businesses, tourism, and hospitality enterprises big or small go through
a marketing management process to serve visitors and promote exchange. Basically,
marketing process can be examined in 5 broad steps: 1) Analysing the situation or
marketing environment; 2) Determining marketing goals and objectives; 3) Designing
marketing strategy; 4) Implementing marketing strategy and 5) Evaluation and control
(Lamb, Hair & McDaniel, 2018; Kerin, Hartley & Rudelius, 2017).

1.4.1 Analysing the Situation (Marketing Environment)

Marketing process starts with analysis of the current situation and marketing
environment of tourism and hospitality businesses. Marketing environment consists of
all the factors and forces that have an influence on the marketing activities and
successful exchange relationship of tourism and hospitality businesses with domestic
or international visitors (Kotler and Armstrong, 2018). In the process of situation
analysis, information regarding trends and changes in the marketing environment of
tourism and hospitality businesses is gathered and used to interpret its effects on
marketing activities of tourism enterprises. Marketing environment is divided into
internal and external marketing environment and external marketing environment is
categorised as micro and macro external marketing environment (Figure 4). Internal
marketing environment comprises all the departments of a tourism enterprise other
than marketing (for example rooms division, food and beverage, laundry, accounting
and finance, human resources, information systems, etc. for a hotel). Micro marketing
environment is composed of factors that are close to the tourism enterprises and
influence marketing activities directly whereas macro marketing environment are the
factors that influence production and consumption of goods and services in general
(Figure 5) (Kotler and Armstrong, 2018).

10
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Figure 5: Macro and Micro Environment of Marketing

MACRO MARKETING ENVIRONMENT

Economic Environment Natural Environment

MICRO MARKETING ENVIRONMENT

Competitors

Internal Marketing

Environment of Tourism Customers

Enterprises

Suppliers
Intermediaries

Technological Environment

Public

Political and Legislative Environment

Demographic Environment Social and Cultural Environment

Source: Kotler and Armstrong, 2018.

The aim of the situational analysis is to scan and gather information and analyse
the internal and external marketing environment of the tourism and hospitality
businesses. The end results of the situation analysis are to do a strength and
weaknesses, opportunities, and threats (SWOT) analysis and reveal marketing
opportunities. Strengths and weaknesses are unearthed by analysing internal
marketing environment or the organisation itself and opportunities and threats are

revealed by analysing micro and macro external
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FAVORABLE

UNFAVORABLE

INTERNAL FACTORS

STRENGHTS

WEAKNESSES

Marketing Mix:

Product, price, distribution, marketing
communication, physical evidence, people,
processes

Management

Human Resources

Finance-Accounting

Production-Operation

Technology

Research and Development,

Marketing Performance:
Sales, profits, market share, customer
satisfaction, loyalty and complaints

OPPORTUNITIES

THREATHS

EXTERNAL FACTORS

Social-Cultural Environment

Markets

Competitors and Competitive Environment

Technological Environment

Economic Environment

Political and Legislative Environment

Natural Environment

Suppliers

Intermediaries

Public

Source: Adapted from Berkowitz, Kerin, Hartley and Rudelius, 1997.

environment. An internal marketing analysis assesses main physical, financial and

human resources, past marketing performance, costs, core capabilities and skills,

competitive advantages, available technology, organizational structure, culture and

values and strengths and weaknesses of the internal environment that may influence

marketing activities of the organisation. External marketing environment evaluates

tourism enterprises’ current and future visitors and competitors, and other changes in

12
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economic, technological, legal, social and cultural environment. At the end of internal
and external analysis, a SWOT matrix is prepared. A SWOT matrix identifies the
strength and weaknesses relating to internal factors and opportunities and threats in
the external environment (Table 1). Tourism and hospitality businesses should take
advantage of strengths and opportunities, reduce weaknesses and avoid threats for
creating value and promoting exchange (Kerin, Hartley & Rudelius, 2017). Situation
analysis gives a picture of where the tourism enterprise is and what the opportunities

and threats are for creating and exchanging value in the tourism industries.

1.4.2 Determining Marketing Goals and Objectives

Next step in the marketing process is setting marketing goals and objectives.
Marketing goals and objectives are the results tourism organisations want to achieve
through marketing activities. Marketing goals are general but marketing objectives are
more specific and measurable and time based. For example, increasing occupancy
rate for a hotel is a goal, but increasing occupancy rate from 80% in 2020 to 85% in
2021 is an objective. Marketing goals and objectives should be aligned with tourism
enterprises’ general goals and objectives. Marketing objectives should be specific,

measurable, assignable, realistic and time-based (Table 2).

Table 2: Characteristics of Marketing Objectives

« Target a specific area for
SHECIAE improvement.
 Quantify or at least suggest an
MEASURABLE indicator of progress.
ASSIGNABLE « Specify who will do it.
« State what results can realistically
REALISTIC be achieved, given available
resources.
TIME-BASED » Specify when the result(s) can be
achieved.

Source: https://en.wikipedia.org/wiki/'SMART __criteria
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Marketing goals and objectives indicate where tourism businesses want to be

in the near future. Most tourism and hospitality businesses use the following criteria or
performance indicators for determining marketing goals and objectives:

e Total sales.

e Total revenues or profits.

e Customer satisfaction.

e Employee satisfaction.

e Customer loyalty (returning visitors).

¢ Reducing customer complaints.

e Costs.

e Market share.

e Number of visitors.

e Number of nights spent.

e Occupancy rate (rooms occupied in a period / total rooms available in a period).

e Pax (number of passengers, guests).

e Number of package tours sold.

e Revenues per available room (room revenues / number of rooms).

e Average room rate or average daily rate (total room revenues earned / total
number of rooms occupied).

e Passenger load factor (distance x number of passengers / distance x number of
seats).

e Average spending per visitor.

e Positive online reviews and feedback.

e Brand awareness.

1.4.3 Designing Marketing Strategy

The third phase of marketing process is about designing marketing strategy.
Simply, strategy is a plan of action to achieve certain goals and objectives. Marketing
strategy refers to the ways, methods and means of reaching marketing goals and
objectives. Itis about how tourism and hospitality firms reach their goals and objectives

and what tools they use. There are four components of marketing strategy: 1)

14
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segmenting markets 2) selecting target markets, 3) positioning in the target market and

4) designing marketing mix.

1.4.3.1 Segmenting Markets

In the context of tourism, target markets are the customers that tourism and
hospitality businesses want to provide goods and services and have a long-term
exchange relationship. Target markets may be current and potential visitors or
organisations that are likely to be interested in tourism businesses’ products. In order
to select target markets, whole market should be divided into market segments. Market
segmentation is the process of dividing heterogenous consumers into similar groups
in terms of needs, wants, demographics, buying behaviour etc. Market segments have
common or similar characteristics in terms of needs, wants, expectations, problems,
demographics, buying and consumption patterns. In the tourism industry, two broad
categories of markets are visitor market and organisational tourism market. Visitor or
tourist market is the end users of products of tourism businesses whereas
organisational tourism markets are the businesses, governments and non-
governmental organisations that want to use, buy or sell the products of tourism
businesses. Visitor market can be segmented based on a number of criteria which are
explained below (Kerin, Hartley and Rudelius, 2017; Pride and Ferrell, 2018).

1-Segmentation Based on Purpose of Visit and Travel Motivations: Visitors are
sorted into similar groups based on their purpose of visit and travel motivations.
Personal purpose of visit includes leisure, recreation and holidays, visiting friends and
relatives, education and training, health and medical care, religion and pilgrimages,
shopping, transit and others (United Nations, 2010). Business and professional
purpose of visit may include participating in congress meetings and conventions,
participating in fairs and exhibitions, incentive travel, individual business trips, and

taking professional courses and training.

2-Geographic Segmentation: In this type of market segmentation, visitors are divided
into homogenous groups based on the geography they normally live. These
geographic regions may be continents, regions, countries, provinces, cities, towns,

districts and even streets.

15
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3-Demographic Segmentation: Objective variables such as age, sex, personal
income, education, family life cycle, marital status, occupation, nationality, religion,

ethnic origin and population and population density are used to group visitors into

identical groups.

4-Psychocraphic Segmentation: It involves grouping visitors according to the social
class, personality (dependable, near dependable, mid-centric, near venturer, venturer
(Plog, 2002) and lifestyles (activities, interests, hobbies, opinions, habits, values and
attitudes).

5-Behavioural Segmentation: Behavioural segmentation is the process of dividing
visitors or guests into distinct groups based on the consumption behaviour they exhibit
in relation to the tourism product or the tourism enterprise. Travel organisation, benefits
and activities sought during the holiday, purchasing behaviour, distribution channels
used, user status, loyalty, and usage frequency are some of the variables to group

visitors or guests behaviourally in tourism and hospitality.

Organisational tourism markets consist of tourism and non-tourism related
businesses, public sector organisations and non-governmental organisations that want
to buy or resell tourism enterprises’ product. Bases for segmenting organisational

tourism markets may involve the following criteria:

1-Type of organisation and field of activity (i.e., tour operators, online travel agents,

travel agents, airlines, public organisations, non-governmental organisations etc.);

2-Geographic region of the organisational tourism markets (i.e., tour operators in the

UK, OTAs that are dominant in Russia etc.);

3- Market size of organisational tourism markets (i.e., tour operators that buy 30% of
rooms of a hotel);

4-Organisational tourism markets’ purpose of use or buying of tourism products (i.e.,

reselling tourism products, buying tourism products to integrate with other products).

1.4.3.2 Selecting Target Markets

Once the general visitor or organisational tourism market is divided into

homogenous groups or segments, then the tourism enterprise decides which markets

16
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to serve and selects target markets. There are four main market targeting strategies

that tourism businesses may follow when selecting market segments (Kerin, Hartley
and Rudelius, 2017; Pride and Ferrell, 2018).

1-Mass Marketing (Undifferentiated Marketing) Strategy: This strategy is also
known as undifferentiated marketing strategy. The tourism business targets the whole
market with a single marketing mix ignoring differences of market segments. For
example, a hotel may serve to the mass market who need accommaodation with a basic

bed and breakfast service in a specific location.

2-Differentiated (Multisegmented) Marketing Strategy: Tourism businesses select
different market segments with different marketing mixes. Target market selection may
be extensive or selective. For example, a hotel chain may have brands and properties
that may target high, medium, and low-income travellers. A resort hotel may serve to
meetings, incentives, congress and events market (MICE), sports market and sea-

sand-sun seekers.

3-Concentrated Marketing (Niche Marketing) Strategy: In this strategy, tourism
businesses divide the market into segments, but they only target single market
segment using one marketing mix. For example, a fine dining restaurant may target

only the affluent and high-income visitors.

4- Micro (Mass Customisation) Marketing Strategy: Tourism businesses tailor
marketing mix to individual customer tastes and preferences. For example, a tour
operator may design and organise a package tour in line with an individual tourists’

travel expectations and experiences sought.

1.4.3.3 Positioning in the Target Market

The position of a tourism business, brand or individual tourism product in
marketing refers to the place it occupies in the mind of the consumer (Kotler and
Armstrong, 2012). Positioning in tourism marketing is about marketing activities
directed towards the creation of distinct and superior identity and image of a tourism
enterprise or its product in the mind of potential visitors. Through positioning, tourism
and hospitality businesses offer set of benefits or values a company promises to deliver

to customers to satisfy their needs and wants or solve their problems. Creation of a
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distinct, valuable, memorable, and inimitable position concerning tourism business or
its products in the mind of visitors is seen as a marketing activity securing competitive
advantage in relation to competitors. There are many strategies that tourism and
hospitality businesses can use to position their organisation and services. Main

strategies are summarised below (Kirgova and Benli, 2013; Lamb, Hair and McDaniel,
2018).

1-Positioning based on the features or attributes of tourism product or tourism business

such as location of a hotel.

2-Positioning based on the benefits and customer values tourism product or business

provide to visitors such as low price, status, security, children’s club etc.
3-Positioning based on comparison with the competitors’ facilities, price, location etc.

4-Positioning based on price and quality such as low-price high quality or fair price fair

quality.

5-Positioning based on the time of the use of the tourism product or business such and

wintertime, weekend, honeymoon.

6-Positioning based on the users of the tourism product or business such as business

professionals, families with children, people with special needs etc.

7-Positioning in relation to a product category such as traditional guest houses against

modern hotels.
8-Positioning based on history, trust, and brand identity of a tourism business.

9-Positioning based on an emphasis of ethics, environment, and social causes such
as energy saving, special services for disadvantaged people, protecting the

environment.

1.4.3.4 Developing Marketing Mix in Tourism

Marketing mix in the tourism context refers to tools or means that destinations
and tourism businesses use to meet visitors’ needs, wants, expectations and solve
their problems. In the marketing of tourism and hospitality services, marketing mix

consists of a combination of product, price, place, promotion, physical evidence,
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people, and processes, also known as 7ps. These components of marketing mix are

explained below.

1.4.3.4.1 Tourism Product

Tourism product is a complex and composite product consisting of all the goods,
services and facilities used by a visitor. Tourism product consists of total tourism
product and individual tourism product (Middleton, 1995). Total tourism product is
‘a combination of tangible and intangible elements, such as natural, cultural and man-
made resources, attractions, facilities, services and activities’ that provide customer
values and benefits to visitors during their tourism activity (World Tourism
Organisation, 2022, p.19). It is the complex combination of all complementary goods,
services, facilities, activities, experiences, natural and man-made historical and cultural
resources visitors use or consume from the beginning to the end of a tourism activity.
Total tourism product usually includes the following components (Buhalis, 2000;
Ivanovic et al., 2009; Middleton, 1995).

1-Awareness and image of the destination: It refers to the thoughts, feelings,
perceptions and mental picture of potential visitors with regard to a destination.

2-Availability of travel organization services and packages: Information about
destination and tourism businesses, reservation services, assembling and packaging

travel services (package tour), others services such as insurance, visa etc.

3-Attractions: It refers to natural or man-made resources and events that draw visitors

to a particular destination.

4-Accessibility: Accessibility is the ease and convenience of traveling from the visitor

generation regions to a visitor destination.

5-Amenities: Amenities refers to destination services (i.e., transportation,
accommodation, food and beverage, entertainment, shopping and meeting facilities)

necessary to meet the needs and wishes of visitors who are far from their homes.

6-Activities: It refers to active (i.e., golfing) or passive (i.e., sightseeing) activities that

visitors do during their stay at the destination.

19



Co-funded by the
Erasmus+ Programme
of the European Union

©

digitourism

7-Ancillary services: Ancillary services are supporting services and infrastructure that
facilitate the use of attractions and support the amenities and services of tourism
enterprises. They include roads, airports, communication system, sewage system,

security and health system etc.

8-Ambience (hospitality): Ambiance is the atmosphere of hospitality shown to visitors
in the destination. It includes attitudes and behaviours of local people and service

providers towards visitors. It is the hospitality culture and atmosphere of a destination.

Figure 6: Core Customer Value, Tangible and Augmented Products for a Hotel Service

TANGIBLE PRODUCT

CORE
CUSTOMER
VALUE

AUGMENTED PRODUCT

Source: Adapted from Kotler et al., 2020.

On the other hand, individual tourism product refers to each good, service,
activity and facility that make up the total tourism product. Individual tourism products
like transportation and accommodation may be offered by individual tourism
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enterprises or public institutions. In order to compare it with competitive products,
individual tourism products can be analysed in three layers including core customer

value, tangible and augmented products (Kotler et.al., 2020). Figure 6 shows three

layers of a hotel product as an example. These layers are explained below.

Core customer value: It expresses the basic functions and benefits of a product
consumers seek. For example, a hotel room provides relaxation and rest for a traveller

away from home.

Tangible (Real) product: It refers to the tangible and physical properties and designs
of the product.

Augmented (Extended) Product: The are services that make it easier for the

consumer to use the product and increase the attractiveness of the product.

1.4.3.4.2 Price

Price is the amount of money that must be paid to purchase and use a good or
service (Kotler and Keller, 2016). It is the exchange value of a good or service.
Sometimes price is used more broadly to refer to all the sacrifices made by consumers
to get and benefit from a good or service. Price is critical both for tourism and hospitality

businesses and visitors because of the factors explained below (Kusluvan, 1997).
Importance of Price for Tourism Businesses

e Price is the most important variable that determines and affects demand and
guantity demanded.

e It is the most important factor that determines the competitive position, income
and profitability of the business.

e Price is the most variable and flexible element of the marketing mix.

e Price is a strategic tool for competitiveness and building consumer value and
long-term relationships.

e Price is associated with product quality and brand image.

e Itis animportant factor that determines the success or failure of the business in
the market.

e Price may determine the rate at which a new product is adopted

e Pricing is affected by government intervention
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Importance of Price for Visitors

e Price is one of the most important factors determining visitors' demand and
choice of goods and services (especially middle and low income groups of
visitors).

e Price affects visitors' perception and evaluation of the quality of a good or

service.

Tourism and hospitality businesses use a mixture of costs, demand level,

customer value and competition when determining prices of their product.

1.4.3.4.3 Place (Distribution)

In the context of marketing, place or distribution refers to the marketing activities
done to ensure that products are made available for consumers’ purchase, use or
consumption (Kotler and Armstrong, 2018). Distribution is about bringing products and
consumers together. Organisations involved in distributing products are called
distribution channels. A distribution or marketing channel is ‘a set of interdependent
organizations involved in the process of making a product or service available for use
or consumption by the consumer or business user’ (Kotler et al., 2020, p. 355).
Distribution channels help tourism and hospitality businesses to promote their
organisations and connect with visitors. Distribution channels enable visitors to get
information, make reservation and benefit from the services of tourism businesses.
Distribution channels are critical for the success of tourism businesses. Because there
is a physical distance between visitor generating regions and destinations/tourism
businesses, tourism product is consumed mostly in destination regions with the
presence of visitors, and tourism product cannot be stocked. These features imply that
motivating and directing travellers to destinations and tourism businesses at the right
time when the capacity and services of tourism businesses are ready and available for

use is critical and that is the role of distribution channels.

There are two types of distribution system in tourism: direct and indirect
distribution. In the case of direct distribution, the tourism business directs the visitors
to its own business and products without the help of any independent intermediaries.
The service provider is responsible for the distribution of its own product. Potential

visitors purchase directly from the business providing the service. Tourism businesses
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provide information directly to consumers, making it easier for consumers to book and
purchase. In the case of indirect distribution, Tourism business uses intermediaries to
direct visitors to its business and products. There is an online or offline intermediary
between the service provider and the visitor. Main direct and indirect distribution

channels for tourism businesses are shown below and more information about

distribution channels are given in module 2.

Direct Distribution Channels: In the context of tourism industries, direct distribution
channels are toll free lines, phone, e-mail, business website (reservation form or
application), business apps, personal sales and contract with company salespeople,
owned sales offices.

Indirect Distribution Channels: Indirect distribution channels in the tourism industries
include travel agents, tour operators, online travel agents (OTA), specialty channelers
(incentive travel firms, meeting and convention planners, and corporate travel offices),

travel meta search engines, and global distribution systems (GDS).

1.4.3.4.4 Promotion

Promotion refers to the forms of marketing communication that businesses make
directly or indirectly with consumers. Main objectives of marketing communication with

consumers are the following (Pride and Ferrell, 2018; Solomon et al., 2018):

e Giving information about products and businesses and raising awareness.
e Creating preference and persuading customers to buy.

e Getting consumers to try or test the product.

e Reducing demand fluctuations and stimulating demand.

e |dentifying potential buyers.

e Keeping loyal customers.

e Supporting intermediaries’ (distribution channels) marketing efforts.

e Reducing the impact of competitors' promotional efforts.

¢ Reminding businesses or product to the consumers.

¢ Creating a positive impression and long-term relationship.

There are five types of promotion or marketing communications that can be

used by tourism and hospitality business: advertising, sales promotion, public relations,
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personal selling, direct and digital marketing (Kotler and Armstrong, 2018). These

communication types or methods used to promote a product or business are called

promotion mix.

1-Advertising: It is ‘any paid form of nonpersonal communication about an
organization, product, service, or idea by an identified sponsor (Belch and Belch,
2018, p.17).

2-Sales promotion: It refers to temporary incentives and their announcement for a
certain period of time to increase the sales of a product. For example, a resort hotel
may offer free accommodation for kids under 12 for certain period of time.

3-Public relations: It refers to the programmes and activities carried out to create a
positive image among the public regarding the business and its products, and to
eliminate negative impressions (Kotler and Keller, 2016).

4-Personal selling: It refers to the direct interaction and face-to-face meeting of the

sales representative/staff of the business with potential consumers.

5-Direct and digital marketing: It is the marketing and communication activities

carried out by communicating directly with consumers (Kotler and Armstrong, 2018)

1.4.3.4.5 People

People component of the marketing mix refers to the contact and support
personnel that are involved in providing services to customers. Main output of tourism
and hospitality businesses consists of services and services are intangible, and
produced and consumed simultaneously in service providers premises (Kusluvan et
al., 2010). These features make service providers critical for service quality, customer
satisfaction and business performance in high contact service industries like tourism
and hospitality. Because, intangibility of services is made tangible in the personality,
appearance, attitudes, and behaviour of the service providers and they represent the
product, image and brand of the business in the eyes of the consumer (Bitner, Booms,
and Tetreault, 1990; Hartline and Jones 1996). Human resource management
activities like recruiting, training, motivation, providing rewards, and creating teamwork,
satisfaction, loyalty, and organisational culture are critical for satisfied employees who

will lead to satisfied customers. For this reason, tourism and hospitality businesses
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should hire the right people (by being preferred employer, selecting the right people for
the right job), enable employees (through empowerment, training, developing
customer centric service delivery teams), motivate and energise employees (by
providing fair pay and benefits, job motivation and satisfaction, recognition) (Wirtz &
Lovelock, 2018). People element of the marketing mix in the context of services may
also refer to customers who are present in the service providers’ premises. Customers
need to be educated and their attitudes and behaviours should also be managed as
they may affect the service quality and customer satisfaction in the service delivery

process.

1.4.3.4.6 Physical Evidence

Physical evidence, also named physical atmosphere/environment or
servicescape, is the exterior and interior of the service ‘environment in which the
service is delivered and where the firm and customer interact, and any tangible
components that facilitate performance and communication of the service’ (Zeithaml
and Bitner, 2003, p.25). Physical atmosphere of a business provides tangible cues and
has an influence on customer experience, service quality, and customer satisfaction,
hence business performance. Servicescape has a role to send messages to, and get
the attention of, target customers and affects their buying behaviour (Lovelock, and
Wirtz, 2011). Physical evidence consists of ambient conditions (temperature, air
guality, noise, music, odour etc.), space/function (layout, equipment, furnishings, etc.)
and sign, symbols and artifacts (signage, personal artifacts, style of décor etc.) (Wirtz
& Lovelock, C. 2018). For example, the exterior of the hotel building and its
surroundings, car park, guest reception area, waiting areas, lobby, noise level,
signature, guest rooms, equipment and materials in the hotel, furnishing, beds,
uniforms and appearance of staff, food and drinks, crowd, smell and temperature are
all elements of servicescape of a hotel business. All of these elements should be

combined and integrated in a way to create positive visitor experience and satisfaction.

1.4.3.4.7 Process

Service delivery process is another element of extended marketing mix that has
an effect on visitor experience, satisfaction, and loyalty and business performance.

Service process refers to ‘the actual procedures, mechanisms, and flow of activities by
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which the service is delivered’ (Zeithaml and Bitner, 2003, p.25). Tourism and
hospitality businesses should design and manage flow of service activities, service
steps, level of service standardisation, level of employee involvement and discretion,
policies, procedures, and level of customer involvement for the service experience
journey of visitors. Service delivery processes that are untimely, unfair, uncomfortable,
and complex is likely to result in customer disappointment, dissatisfaction and
desertion. In order to manage service processes, many service businesses design a
service blueprint where the steps a customer goes through to get a service, actions of
customers and service providers, service standards, and service support systems are

shown visually in a flowchart.

1.5 Implementing Marketing Strategy

The next step in the marketing process is to implement marketing strategy in
order to accomplish marketing goals and objectives. Marketing implementation is the
‘process that turns marketing plans into action assignments and ensures that these
assignments are executed’ successfully (Lamb, Hair and McDaniel, 2000, p.45).
Implementation addresses the who, where, what and how of marketing activities
(Kotler and Armstrong, 2012). As jobber put it (2001, p.645) ‘marketing strategy
concerns the issues of what should happen, and why it should happen. Implementation
focuses on actions: who is responsible for various activities, how the strategy should
be carried out, where things will happen, and when action will take place’. It must be
born in mind that not only marketing people but everyone in the organisation that
creates value for customers and stakeholders are involved in the implementation
process of marketing strategy. Implementation activities require detailed organisation
(job descriptions and assignment), coordination, motivation, direction, communication

and budget.

1.6 Evaluation and Control

Finally, evaluation and control are a critical part of the marketing process both
during and after the implementation process. Evaluation and control are done to check
whether marketing goals and objectives are achieved effectively and strategies are
implemented successfully within the given timeframe. Evaluation and control

programmes, procedures and criteria should be in place to check the efficiency and
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effectiveness of marketing efforts. At the end of evaluation and control, corrective
actions can be taken if marketing goals and objectives are not reached. Operating
control checks whether marketing objectives are reached whereas strategic control
determine whether marketing strategies are well matched with marketing opportunities
(Kotler and Armstrong, 2012). Businesses may fail to achieve their marketing
objectives because of unrealistic marketing objectives, inappropriate marketing
strategies, poor implementation or major changes in the marketing environment
(Lamb, Hair and McDaniel, 2018).

1.7 Digital Marketing Strategy

Digital marketing is used synonymously with internet marketing, online
marketing, e-marketing, web marketing and electronic marketing. Digital marketing is
about creating value through internet and digital media to meet customers’ needs and
wants or solve their problems. Digital marketing is defined as ‘a process in which
organisations and existing or potential customers use the internet to create value and

products as well as exchange them’ (Visser, Sikkenga and Berry, 2021, p.14). Itis the

Figure 7: Components of Digital Marketing Strategy

Digital
Marketing Target Markets /

Marketing and Digital Channels

Marketing Goals and Customer

Objectives Personas

Content
Marketing

Source: Adapted from Heinze, Fletcher, Rashid and Cruz, 2017.

management and execution of marketing activities and ‘achieving marketing objectives
through applying digital media, data and technology’ (Chaffey and Ellis-Chadwick,
2019, p.9). Digital marketing has many advantages for tourism and hospitality
businesses including a broad geographic reach, cost efficiency, quantifiable and
measurable results, easier personalization, the opportunity to focus on only the
prospects most likely to purchase your product or service, more connection and
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engagement with customers at every stage, easy and convenient conversions, ease
of adaptation and change in digital marketing strategy. Digital marketing strategy is
about the tools and methods used to reach marketing goals and objectives using
internet and other digital media. There are three main components of digital marketing

strategy which are briefly described below (Figure 7) (Heinze, Fletcher, Rashid and
Cruz, 2017).

Data: It is usually the case that two types of data is collected for digital marketing
strategy. The first is about online customers and marketplace including location and
demographics of customers, customer reviews, online buying behaviour and macro
and micro marketing environment. The second type of data collected is about digital
marketing metrics or key performance indicators in relation to a company’s digital

marketing activities.

Content Marketing: Content marketing refers to ‘creating and distributing valuable,
relevant and consistent digital content to attract and acquire a clearly defined audience

and, ultimately, to drive profitable customer action’ (Content marketing Institute, 2022).

Digital Marketing Channels: These represent channels through which an
organization represent itself online and carry out marketing activities. They include
website marketing, e-mail marketing, social media marketing, digital advertising,
search engine marketing and optimization, mobile marketing, and other digital
distribution channels such as online travel agencies and global distribution systems
(Heinze, Fletcher, Rashid and Cruz, 2017).

These three components of marketing strategy should be aligned with each
other. Chaffey and Ellis-Chadwick (2019) provide a simple and useful framework for
businesses to structure their digital marketing strategies. The framework is called
RACE (Figure 8) and it consists of four steps; reach, act, convert and engage which
are explained below (Chaffey and Ellis-Chadwick, 2019).

STEP 1-REACH: Reach means creating awareness on online and offline media and

drive customers to web presences (web page, social media, or other online platforms).

STEP 2-ACT (INTERACT): Act implies engaging customers with the business and

brand on its website or online presence.
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STEP 3-CONVERT: Convert means generating leads, sales and fans on web presence

and offline.

STEP 4-ENGAGE: Engage means building customer relationships through time to

achieve customer loyalty.

Figure 8: Race Framework for Digital Marketing Strategy

REACH

ENGAGE

CONVERT

Source: Chaffey and Ellis-Chadwick, 2019, p.27.

Figure 9: Digital Marketing Funnel

Source: Visser, Sikkenga and Berry, 2021, p.22.
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Another model that can be used for implementing marketing strategy is digital
marketing funnel (Figure 9). Visser, Sikkenga and Berry (2021, p.22) succinctly
explains the digital marketing funnel model as follows: ‘The first point of attention for a
digital marketer is generating visits to the digital sales channel, in this case the
ecommerce website (visit). Here, the objective is to ensure that visitors are so
interested in what they find, that they want to find out more about what is on offer
(captivate). The next step is ensuring that the visitors compare and evaluate products
in order to come to the decision of what to buy (decide). Then the visitor orders the
chosen product (order) and completes the payment procedure (payment), leading to
the realisation of actual sales. The last objective is to bind the buyer to the ecommerce
website in order to encourage repeat purchases (bind)’. These steps can effectively be

used to design and implement digital marketing strategy and activities.

1.8 Conclusion

This module has explained the marketing and related concepts, main steps and
principles in the marketing process and main elements of marketing strategy.
Marketing in the context of tourism and hospitality is about creating consumer values
or benefits for the visitors and stakeholders involved in the process. Marketing process
includes the following steps: analysis of marketing environment, determining marketing
objectives, designing marketing strategy, implementing marketing strategy, and
evaluation and control. Digital marketing is marketing activities carried out on the
internet and other digital media. Three components of digital marketing strategy are

data, digital marketing channels and content marketing.
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Supplementary Resources

https://www.youtube.com/watch?v=1bggXv3QGys&list=PLxhOvQRVBnt1yB9dgxlanX
mjTTcOCgTFA

https://www.youtube.com/watch?v=bixR-KIJKYM
https://www.youtube.com/watch?v=h95cQkEWBx0

Kotler, P. & Armstrong, G. & Opresnic, M. O. (2020). Principles of marketing. 18th

Edition. United Kingdom: Pearson.

Visser, M., Sikkenga, B. and Berry, M. (2021). Digital marketing fundamentals: From

strategy to roi. Utrecht: Noordhoff Groningen

Wirtz, J., Chew, P., & Lovelock, C. (2018). Essentials of services marketing. Australia:

Pearson Education.
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Assessment Questions

1) Which of the following terms is equivalent to "marketing"?

a) Selling b) Manipulation ¢) Communication d) Advertising €) None

2) Which of the following is not a component of the tourism system?

a) Visitor generating region b) Destination region c) Visitor d) Price e) Tourism

industries

3) refers to meeting or exceeding a customer's expectations with

respect to a product.

a) Customer satisfaction b) Customer equity, d) Customer values d) Customer

lifetime value e) Customer loyalty

4) Marketing tools that destinations and tourism businesses use to meet and satisfy

visitors’ needs, wants, expectations and solve their problems are called ...............

a) Marketing mix b) Market orientation c) Market segmentation d) Market targeting
e) Positioning

5) Three components of digital marketing strategy are data, marketing channels and

product.
a) True

b) False
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6) Market segmentation in the context of tourism is the process of dividing
heterogenous visitors into similar and homogenous groups in terms of needs, wants,

demographics, buying behaviour etc.
a) True

b) False

7) What is the right order of the following steps in the marketing process?

1) Designing marketing strategy

2) Implementing marketing strategy

3) Analysing the situation or marketing environment
4) Determining marketing goals and objectives

5) Evaluation and control
a)1,2345 b)3,4125 c)54,2,1,3 d)3,2145 e)154,3.2

8) What is the right order of the RACE framework for structuring digital marketing

strategies and activities?

a) convert, engage, act and reach b) engage, convert, reach and act c) reach, act,
convert and engage d) act, reach, engage, convert €) None

9) Please match the concepts on the left with the correct definitions on the right.

1-Customer lifetime value a) Any paid form of nonpersonal communication
about an organization, product, service, or idea by

an identified sponsor

2-Advertising b) A set of interdependent organizations involved
in the process of making a product or service
available for use or consumption by the consumer

of business user
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3-Marketing

c) The value of the entire stream of purchases a

customer makes over a lifetime of patronage

4-Distribution channel

d) The management process responsible for
identifying, anticipating and satisfying customer

requirements profitably’

a) 1c, 2a, 3d, 4b b)la, 2d, 3b, 4c b) 1b, 2c, 3d, 4a c¢) 1a, 2b, 3c, 4d

d) 1c, 2b, 3c,4d  e) 1d, 2c, 3a, 4b

10) Please match the terms of the RACE framework on the left with the correct

definitions on the right.

1- Reach

a) Engaging customers with the business and

brand on its website or online presence

2- Act (Interact)

b) Building customer relationships through time to

achieve customer loyalty.

3- Convert c) Generating leads, sales and fans on web
presence and offline.
4- Engage d) Creating awareness on online and offline media

and drive customers to web presences

a) 1b, 2c, 3a,4d Db) 1c, 2a,3d,4b c¢) 1a, 2d, 3c,4b d) 1b, 2¢c, 3a, 4d

e) 1d, 2a, 3c, 4b
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