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COMPETITIVENESS: THE BIRTH OF A NEW PARADIGM
According to conventional economic theory, macroeconomic factors such as the cost of manpower, interest rates, exchange rates and scale savings, are the most important determining factors of competitiveness.

Following this theory, almost every sector of economic activity looks for governmental support and there is a tendency among governments to implement certain policies on an experimental basis in order to improve national competitiveness with poor results.

This approach, however, still accepted by public and private sectors, is defective. Traditional economic models are not sufficient to explain how some economic sectors in some countries, which apparently are up against adverse conditions, have gained a competitive advantage. This is the case of the flower growing industry in Holland, chocolate and watchmaking in Switzerland, insulin in Denmark, the electronic industry in Japan etc...

At the end of the eighties, the Professor Michael Porter made an important contribution to the way of understanding competitiveness. In the first place, there are no competitive nations, but nations with competitive sectors or industries. Secondly, a sector is competitive when it maintains a high capacity of innovation and constantly improves the quality of its products or services. 

In a country, a reference sector and its companies obtain a competitive advantage in the international market when it has overcome certain determining factors and has in its favour, individually or globally, the four main factors of competitive advantage as stated in Porter's Diamond scheme.

Nowadays, there is no doubt of the contribution of the tourist business to the wealth and prosperity of a country. But reality shows that this is not always the case and that some tourist destinations hardly benefit from their tourist development, or if so, only during a limited period and later fall into decline.

By the end of this century, international tourism will be the most important economic activity on a worldwide scale. In order to make tourism a profitable business in the long term its development will have to be managed according to the new competitiveness paradigm.

1.- COMPETITIVENESS: THE BIRTH OF A NEW PARADIGM
1.1.- A New Paradigm for Competitiveness

1
According to conventional economic theory, competitiveness in general, and that of a particular tourist destination, is determined by low labour costs, low interest rates, favourable exchange rates, scale savings, etc.

2
Governments experiment with various policies aimed at improving national competitiveness, which usually end up undermining this and companies, on their part, search for competitiveness through mergers, alliances, strategic associations, collaboration, supranational globalization and similar policies.

3
These approaches, which are still accepted, as much in the private sector as in the public one, are defective. Their main error is the lack of comprehension of what competitiveness really is, and thereby not correctly identifying the real basis of competitive advantage.

4
In the first place, competitive nations do not exist,there only exist nations with competitive industries or sectors. No country can be competitive in all its economic sectors. Countries are successful in determined sectors depending on whether the national environment is progressive, dynamic and stimulating.

5
It is the companies of a country who compete and not the countries themselves. International competitiveness is based on the capacity of the companies to build and maintain a competitive advantage.

6
Secondly, competitive industries are concentrated in relatively reduced geographical areas within a country.

7
The same happens in tourism. There are no competitive tourist countries as such, but only countries with determined competitive tourist products; and as we will later see, the same tourist product can be competitive in one part of a country and not in the rest of it.

8
The competitiveness of a country (or tourist destination) depends on the capacity of its industry to constantly innovate and improve quality. Businesses obtain an advantage against the world's best competitors due to pressure and challenge. Pressure and challenge come from rivalry between competitors, aggressiveness from the suppliers and exigency and sophistication of the demand.

9
What exactly is competitiveness?

Competitiveness is the capacity of an industry to reach its objectives in a superior and sustainable way above the general average of the reference sector. This means:

· Capacity to obtain above average and sustainable rentability in investments.

· Capacity to achieve this with low social and environmental costs (which constitutes an important base of the forenamed sustainment).

Three key elements of the concept of competitiveness
10
Three key elements appear in our concept of competitiveness: the notions of "objectives", "reference sector", and that of "sustainment".

11
The objectives of a company can be varied (growth development, security etc.), but within the concept of competitiveness the I.R.R. (International Rate of Return) is the most important as it indicates the capacity of a company to obtain financial returns on its investments. To be able to call a company competitive, it must be able to produce a I.R.R. above the average of the reference sector.

12
The reference sector is made up of all the companies which fight for the same clients offering similar products and which use production processes that are reasonably similar. Normally this includes companies which unite the following conditions:

· They operate in the same condition "market-product".

· They fight for the same competitive advantage.

13
Therefore, at the moment of determining a company's or industry's competitiveness, one has to compare its R.O.I. only with companies or industries in the reference sector.

14
The contrary to this (and this is very often the case) will lead to serious errors in the determination of the competitiveness of an industry.

15
Sustainment is the third key component of competitiveness. This means the capacity to keep reaching one's objectives over the years while confronting an aggressive environment constituted by the result of the interaction of the denominated "five competitive forces".

· The appearance of competitors

· The appearance of substitutes

· Negotiating power in respect to the demand

· Negotiating power over factors

· Rivalry between companies in the reference sector

16
The evolution of these five forces facilitates or hinders the attainment of business objectives and directly affects the competitiveness of a company. The truly competitive company is the one which is capable of overcoming the continual difficulties posed by the five competitive forces.

· Competitiveness is obtained through productivity

17
Productivity is defined as the production value per unit of manpower or capital. It depends on the quality and characteristics of the product (which determines the potential sale price) and it also depends on the economic efficiency with which the said products or services are produced.

18
Productivity of human resources determines the salary rate. Productivity in the employment of capital determines the rentability of investments.

19
Therefore, the contribution of companies to the creation of wealth depends on their capacity to reach and maintain high production levels as a fundamental base of the competitive advantage.
· The creation and maintenance of a competitive advantage requires permanent innovation
20
Innovation can be present in the design of a new product, a new production process, in a new marketing approach, or in a new way of bringing about the training and capacitation of personnel.

21
In whatever case, the great incentive for a process of innovation and improvement is information, especially when the competitors do not have, or simply, do not search for this.

22
Some innovations create a competitive advantage by perceiving a totally new opportunity in the market or by serving a sector of the market which has been underestimated by others. When the response from competitors is slow, such an innovation provides a competitive advantage.

· The only way to maintain a competitive advantage is to constantly improve it
23
Once a sector has obtained a competitive advantage through innovation, it can only be maintained via constant improvement because all advantages can be imitated. This can even mean that a sector will abandon its current advantage for another even though the former is still an advantage.

· Managerial specialization and differentiation are the keys to competitive advantage
24
Companies increase their capacity to survive profitably in the long-term by improving the relation of competitive forces, by specializing or differentiating themselves.

25
Differentiation consists of developing products or services with important distinctive qualities so that they are seen as something "unique" by the consumer. Differentiation reinforces a competitive position by generating the client's loyalty to the make and by reducing their sensitiveness to the price.

26
Specialization implies a concentrated effort in satisfying the needs of a segment or a specific group of users or consumers by offering an adequate range of specialized products or services. The application of this strategy  reinforces one's competitive position via a differentiation effect (by satisfying the needs of a determined segment better than the competitors) and reduces costs through the effect of specialization.

1.2.-
Michael Porter's "Diamond of Competitiveness"
27
Towards the end of the eighties, the prestigious Professor Michael Porter of the Harvard Business School made an important contribution to the way of understanding competitiveness with a new paradigm called the "diamond of competitiveness".

28
The model developed by Porter endeavours to answer an apparent paradox: numerous industries reach high levels of competitiveness in countries with adverse conditions. Examples like the competitiveness of Holland in the flower growing industry, chocolate and watchmaking in Switzerland, Denmark with insulin, Japan with electronics, escape conventional theory.

29
According to Porter, companies or industries in a country can gain a competitive advantage in the international market when they have in their favour certain determining factors (availability of resources, information capacity, ambitious objectives, and pressures to invest and innovate) and when they are surrounded by a "competitive environment" as modelled in Porter's diamond scheme.

· Company strategy, structure and rivalry
30
This is the way in which companies are created, organized, and run in a country, and also the nature of the internal competition.

· Conditions of the factors
31
The situation in the country regarding quality and availability of production factors like specialized personnel or the necessary infrastructure to be able to compete in a determined sector.

· Conditions of the demand
32
The grade of exigency and sophistication of the demand.

· Related and auxiliary sectors
33
The presence or absence in a country of supply sectors and other related sectors which are internationally competitive.

34
Only a good combination of the forenamed factors allow a truly competitive position and/or international leadership.

35
While the national environment puts pressure on companies to innovate and invest, these gain competitive advantages and even improve these advantages in time. Strong internal rivalry and geographical concentration are especially important to reinforce the whole system.

THE “DIAMOND” OF COMPETITIVENESS

[image: image2.bmp]
Strategy,

structure and

rivalry



Conditions of 















Conditions of


The factors















the demand

Support

and related

sectors 

1.3.-
Tourist Businesses: the creation of wealth and prosperity factor?
36
Nowadays nobody disputes that tourist businesses can contribute substantially to the creation of wealth and prosperity of a country. The reality, however, shows that this is not always the case and that many tourist destinations hardly benefit from their tourist development or only benefit during a limited period of time and then later fall into decline.

37
Detailed observation of the international outlook shows that, on many occasions, these enormous investments are, in practice, unrentable. In other cases, public investments are in no way profitable although it is possible, thanks to these, to induce an "artificial" rentability (the transference of public funds policy) in private investments.

38
When investment in a determined tourist product proves to be unprofitable or when only private investment is profitable to the cost of the negative rentability of public investment, the forenamed tourist product is not competitive.

39
When investments are profitable, but produce high social and environmental costs, this also cannot be considered as a competitive situation. Finally, when benefits cannot be sustained in the long-term, one can consider that competitiveness does not exist either.

40
In these cases the destination is said to have lost competitiveness; that is to say, it's capacity to generate wealth and prosperity is low or null. Torremolinos in Spain, Acapulco in Mexico, Rimini in Italy, etc., are all good examples of this.

41
In the latter, and in many other destinations, the loss of competitiveness can be interpreted as:

· Reduction in demand

· Reduction in benefits and investments

· Low salaries and job losses

· Degradation of the environment

· Etc.

42
In many cases this failure comes from the application of a tourism policy based on an erroneous concept of competitiveness and also from a competitive climate.

43
In any case, by the end of this century, international tourism will become the main economic activity on a worldwide level ahead of the oil and car industries. The majority of countries consider it attractive for its capacity to produce wealth, accelerate economic development and contribute to prosperity.

44
Countries want to receive more tourism to increase the standard of living of their inhabitants. This is generally translated into economic, social and environmental objectives. It also tends to be translated into important investments (direct or indirect) in both the public and private sectors.

45
Some countries turn to tourism to compliment their national business "mix". Others, on the other hand, try to convert it into one of the main driving forces of their economy. More than a hundred countries around the world have national bodies trying exclusively to increase the participation of their country in this business by investing increasing quantities of resources.

46
As from now, it will essential to manage tourist development with a mentality that is totally orientated towards gaining high levels of competitiveness. This cannot be achieved using old paradigms. New approaches are needed which will allow more intelligent tourist policies to be designed to guarantee a sustainable creation of wealth and prosperity.
2

COMPETITIVENESS IN TOURISM: A NEW APPROACH

In the same way that one can not talk about the competitiveness of a country, it is also inappropriate to talk about the tourist competitiveness of a country or destination.

For many years many countries have had an erroneous concept of the tourist business, considering it as a single instead of several tourist businesses. 

Taking the tourist business as a three-dimensional concept whose components are: market, product and technology, one can conclude that there are in fact dozens of tourist businesses, as many as the activities that people want to satisfy their leisure needs.

It is therefore not logical to talk about the competitiveness of a country or destination in a tourist sense but rather of the competitiveness of certain tourist products of a particular country in certain specific tourist businesses. 

In the majority of cases the tourist businesses in a country are concentrated in very specific geographic areas or clusters, where the activities which constitute the product are developed. 

A cluster is a group of tourist attractions, infrastructure, equipment, services and organization concentrated in a delimited geographical area. In each cluster there can be one or more tourist businesses which, naturally, have their own keys to success, rules of the game and given competitors. 

For this reason true competitiveness is not established between countries but between clusters and tourist businesses: Argentina does not compete with Uruguay, however Mar del Plata does compete with Punta del Este. Spain and Greece are not in competition, but the Balearic Islands do compete with the Aegean Islands, Madrid vies with Athens in the congress and convention business, similar to the Balearic Islands and the Algarve in the area of golf tourism.

Given that competitiveness is established in clusters and tourist businesses, a new focus on its analysis and development, called "Competitive Marketing" is propounded in this chapter. It is an innovative concept which has appeared as the result of combining two technologies: Marketing technology and the technology of competitiveness.

2.- COMPETITIVENESS IN TOURISM: A NEW APPROACH
2.1. -
The "international tourist business" does not exist as such
47
No country can be competitive in the so called "international tourist business" for the simple reason that it does not exist as such. It is absurd, therefore, to talk about competitiveness in something that does not exist. This only leads to confusion, mistaken analysis, and erroneous government decisions, while trying to influence a reality that is erroneously perceived and understood.

48
A tourist business is a three-dimensional concept made up of a determined combination of market, product and technology and is therefore not "a" tourist business, but in fact, dozens of businesses.

49
A tourist business is a way of earning money by satisfying a determined basic human need when the need is related to leisure and involves displacement from one place to another.

50
It is, however, not suitable to talk about the tourist competitiveness of a country or destination but of the competitiveness of various tourist products belonging to that country or destination in certain specific tourist businesses.

· The diversity of tourist businesses
51
Human beings have many needs related to leisure and these in turn require the carrying out of certain activities. When these activities mean having to displace oneself, then a tourist business appears.

52
A tourist business is basically an exchange of "value for money": satisfying a basic need (giving "value") and earning money for this (receiving money).

53
Using this point of view as a base, one can see that there are as many tourist businesses as ways of exchanging "value for money". The important thing is to realize that the way of giving "value" is different according to every basic need and therefore different for each tourist business.

54
This is so because the satisfaction of every basic need requires the carrying out of different activities, which in turn, implicate the use of different resources, attractions, equipment, infrastructure and services.

55
Those responsible for a country's or destination's tourist policies must realize that each tourist business is different and, above all, each business has different "keys to success", different "rules of the game" and that each business is up against different competitors and also face different levels of risk.

56
The great conceptual error that has been made in many tourist countries over the years has been to think in terms of "a tourist business" instead of "tourist businesses".

57
Types of tourist businesses
Basic Need

· Sunbathing

· Discovering other cultures

· Doing sport

· Challenging nature

· Etc.
Tourist Business

· Sun and beach Tourism

· Cultural Tourism

· Sport Tourism

· Adventure Tourism 

· Etc.



· Diversity of competitive possibilities
58
The reality means that each country-destination has very different opportunities, barriers, strengths and weaknesses for each business. In turn, the relation of competitive forces that influence each business and that condition competitiveness are also very different. As a result, one cannot talk about the "global" competitiveness of a destination but of the competitiveness of its tourist products in determined types of tourist businesses.

· Geographical concentration of businesses
59
In most cases, the tourist products of a country are concentrated in specific geographical areas where the activities that constitute the product are carried out.

60
It is said that Spain is a large tourist country, this view, however,is incorrect. Only 3% of Spain's territory is used for tourism. A part of the country does not have any tourist attractions at all and the remaining part, if it has any attractions, does not have a competitive offer. 95% of Spanish tourist businesses are in the forenamed 3% of the territory; more specifically, in about 45 clusters within this area.

2.2.-
In international tourist businesses countries do not compete between themselves
· Competition in international markets is established between clusters
61
Those that really compete in international tourist markets (on different levels of competitiveness) are the clusters in a country and not actually the countries themselves.

62
Argentina does not compete with Uruguay, nor Spain with Greece. The real competition is between Mar del Plata (Argentina) and Punta del Este (Uruguay) for sun and beach tourism in summer. In the same way Madrid (Spain) competes with Athens (Greece) for conventions and meetings.

63
Good proof of this is in the fact that the brochures offered by tour-operators offer clusters and not countries even though they appear categorized in countries. Therefore, what must be competitive are not the countries but their clusters.

64
A cluster is a group of tourist attractions, infrastructure, equipment, services and tourist organization concentrated in a well delimited geographical area. Manaos, Iguazu, Rio de Janeiro, Bariloche, Varadero and Cancun are all examples of clusters.

Competitiveness is produced in local areas or clusters
65
Sun and beach tourism in Bahia obviously needs good beaches and hotels; but the consumer's experience and grade of satisfaction will be the result of a combination of elements which will influence his/her final perception of the quality (competitiveness) of this particular cluster. Among the forenamed elements one should include: the quality of the airport, transfer facilities, the aesthetics of the urban environment, the quality of the food, the hospitality of the people, the level of the information received, shopping, sign-posting of the main attractions, assistance services, etc.

66
This local ambit or cluster is defined as a group of companies directly related to tourism in a determined geographical area. Other things that form part of the cluster are: tourist attractions, infrastructure, support services that compliment the activity of the tourist businesses, and finally, the elements of the socioeconomic environment that directly influence the tourist.

67
All these aspects form part of the tourist's "holiday experience". Therefore, for Bahia to be competitive in the field of sun and beach tourism it is  not enough just to have the best beaches. Improvements would have to be made in infrastructure, auxiliary services, etc., which would allow a sustainable competitive advantage to be gained in the long-term.

68
One must work on a local level (cluster) to create or reinforce a competitive advantage in a strategic segment because this is the place where the sources of a competitive advantage are to be found.

69
To say that Spain is more competitive in tourism than Greece, or that Austria is more competitive than Switzerland is absurd and does not correspond to the reality of the situation.

70
The reality is that an investment of a million dollars can be more profitable in Spain than in Greece for a determined type of tourist business, while for another type of business it can be the reverse.

71
Nowadays, the investments in businesses of sun and beach tourism on the Costa Brava (Spain) are not very rentable but the investments in golf tourism are.

72
On the other hand, in The Dominican Republic, the businesses of sun and beach tourism are very profitable but investments in adventure tourism cannot be considered profitable at all.

73
The practical consequence of this is vitally important: the improvement in competitiveness of a destination must start on a local level before undertaking general policies on a national level.
2.3.-
The fight is for markets but the competition is in segments
74
There are different ways of satisfying the same basic need: the basic need to do sport can be satisfied by playing golf, horse-riding, trekking, etc.

75
Each specific way of satisfying the same basic need constitutes a market. We therefore have within sport tourism, the golf market, the horse-riding market, the trekking market, etc.

76
The important thing to understand is that each market has its own "rules of the game" and particular keys to success.

77
Countries should select those tourist businesses which they consider most attractive and those for which they are best prepared. But later on, they should choose specific markets and fight for them by applying different generic competitive strategies.

78
The people who do golf tourism constitute a market but not every one of them has the same motives nor the same habits of getting information, buying and use. When golf tourists (market) with similar motivations and habits are grouped together we get "market segments".

79
In the case of golf, for example, we would have numerous market segments in function to the number of annual trips, the place where they buy their package tours, the type of accommodation used, etc. Subsegments also exist within a determined segment. One or various subsegments that are not sufficiently covered by an offer constitute a "niche".

80
When a country decides to enter a market it must use determined penetration strategies, which normally bear the concentration of efforts in determined segments or "niches". This means that, in practice, the struggle for a determined market is converted into a very strong competition for very specific segments of this market.

2.4.-
Who are the competitors of a given destination ? 

81
Each cluster competes in different markets or segments and each one has different competitors.

82
For example, Rio de Janeiro competes in the sun and beach and conventions/meetings markets and in each one it has different competitors. Rio probably competes with Cancun in the sun and beach market but not in the conventions/meetings market, where it might compete with Mexico D.F., among many others.

83
This means that each cluster is made up of different micro-clusters that operate in different markets. This does not prevent different micro-clusters from sharing determined elements of the offer.

84
This leads us on to another point of great importance in the analysis of competitiveness: the difficulty of clearly identifying the reference competitors of a determined cluster.

85
The most frequently made error is identifying similar clusters or clusters which have a geographical proximity as competitors, without considering that this is a much more sophisticated subject.

86
For many years the Tourist Board of the Canary Islands thought that its competitors for the European market were neighbouring countries or destinations like Morocco, Tunisia and Madeira. Recent investigations have clearly shown that, in fact, its competitors for sun and beach tourism are Mallorca and the Greek Islands, while for the winter market its competitors are the Caribbean Islands.

87
This erroneous perception of the real competition leads to a disastrous competitive strategy and marketing approach. Competitiveness is a relative thing that arises from comparison with "the best". Each and every policy of competitive reinforcement must be geared towards narrowing the difference with "the best" in every market segment. This is not easily done if the reference clusters in each marketsegment have not been previously identified.

2.5.-
Competitive forces will become tougher in the near future
88
Within the next few years, tourist destinations will have to adapt themselves to a tougher and more difficult competitive situation, in which profit gain and the sustainment of tourist businesses will become more complicated. Each tourist business will have to face a scenario of different competitive forces.

89
However, some general tendencies which characterize the  evolution of the competitive forces for the coming years can be identified.
General tendencies in the five competitive forces

a)
The appearance of new competitors
90
The initial barriers to enter the tourist business are becoming less and the offer is growing at a spectacular rate all over the world. Every year there are more flights, accommodation, attractions and tourist services in more places around the world.

91
The growth of the offer is, and will be, superior to the demand for quite a few years.

92
The main barriers that hinder entry into the tourist businesses (scale savings, differentiation of the product, requirements of capital, access to ways of selling and others) are becoming less.
93
(Scale savings. It is becoming increasingly easier to enter the business without a large scale tourist project, thanks to new commercialization systems, the appearance of specialized intermediaries, and the pressure from large tour operators who constantly need to launch new destinations.

94
( Differentiation of the product. A tourist cluster is differentiated when it can be identified as a make and has the loyalty of its clients. Differentiation can come from the quality of the service, objective differences in the product, past publicity, etc.

95
( Differentiation creates a barrier that forces new competitors to make great efforts to break the loyalty established between the client and the consolidated destinations. However, the majority of tourist destinations lack differentiation (whether real or perceived) and as a consequence, the previously mentioned barrier hardly acts as such.

96
( Requirements of capital. Investment of a large number of resources is needed to compete successfully.

97
Support from tour operators, the willingness of many governments to finance basic infrastructure and the high volume of "ready money" for speculation are some of the reasons that explain the "de facto" reduction of this barrier.

98
( Access to distribution channels. Another important barrier is the difficulty in finding available distribution channels interested in operating in a new cluster. The financial ties of the tour operators with the classic destinations are becoming less. At the same time, sophisticated legal and financial aspects related to air transport and competition between tour operators stimulate a constant search for new destinations. In practice, therefore, the channels of distribution do not act as a serious barrier for new competitors.

99
( Disadvantages in costs which are independent from scale savings. Some destinations have advantages which cannot be equalled by new competitors such as: a highly developed know-how, a favourable disposition of natural resources, government subsidies, etc.

100
What counts in the end, however, is the quality-price relation, and as a result, these disadvantages are increasingly representing smaller barriers.

b)
The appearance of substitutes

101
There are an increasing number of leisure activities that, in some way, form a substitute for international tourist activity.
102
This is not only the case with domestic tourism (for which countries are becoming more prepared), but also with the wide range of cultural and recreational activities, etc., that take place at home and reduce the need to travel.

c)
Decrease in the power of negotiation over the demand

103
The intermediaries have an increasing amount of power and the demand is increasingly more sophisticated and exigent. The tourist offer, however, is still very fragmented and atomized. This means that the power of negotiation over the demand is small, and as a result, prices are pressurized to go down, while the quality is obliged to improve. The final consequence of this is a reduction in the rates of rentability of investments.
104
The tour operators compete in the tourist sector forcing prices to decrease, negotiating for superior quality or more services and causing the different destinations to compete mong themselves. This in turn, damages global rentability.

· Power factors of the tour operators:
105
(Concentration by transmitter countries and great volume of purchases with 

respect to the totals of the sector. T.Os. are particularly powerful because the accommodation industry is characterized by high fixed costs and the need to keep occupancy capacity at a maximum. 
106
Non-acceptance of the T.O.'s conditions can mean great losses in quota in the 

country of origin as it is difficult to find other buyers because of concentration.

107
( The importance given to accommodation within the pricing (costs structure) of the T.O. After the flight, the hotel is the most important thing in the T.O.'s costs structure. On the other hand, the T.O. works with very low cash-flow levels and a very small profit margin, which, in some cases, is dangerously low.

108
Small increases in the hotel cost means large decreases in the T.O.'s profit and for this reason the T.O. exerts all its negotiating power to minimize the rise in hotel prices.

109
The interest of T.Os. in a new destination stems from the fact (which is financially very important for them) that they pay less for the hotel and their negotiating capacity is even greater.

110
( Accommodation products and receiver areas with a low differentiation. The T.Os, who are always sure of finding alternative companies or areas, limit themselves to produce "confrontations", which in themselves, solve the problem of prices.

111
( Low costs in the case of changing a supplier. In the tourist sector the cost of changing a supplier is relatively low, which in turn, reinforces the T.O.'s power.

112
( Low profits. T.Os. make little money in percentage terms on sales; this puts great pressure on them to reduce their purchasing cost.

113
( Abundance of information. T.Os. are better informed of the demand situation than the hoteliers and destinations. They also have excellent information about hotel costs which, all together, gives them a great negotiating advantage over a poorly informed sector.

114
( Influence over the purchasing decisions of the tourist. About 25% of the destinations selected are directly influenced by the T.O. This again, gives them an advantageous position for negotiation.

115
The purchasing power of the T.O. can be partially neutralized when there is a threat on the part of the hotel companies to encroach on the T.O.'s territory.

116
The communicatory action tends to create differentiation of a product and to influence the selection of the destination by the end consumer. It is also an excellent way of partially neutralizing the power of the purchasers.

d)
Decrease in the power of negotiation over factors

117
Tourist attractions of countries are subject to increasing social control which makes the use of them progressively more difficult and expensive. Human resources are becoming fewer and increasingly more expensive and financial resources are also becoming more costly. With all this, the power of negotiation is low, and as a result, costs are high and growing.

e)
Growing rivalry between competitors

118
Countries as well as companies in the tourist sector are competing more aggressively and with more resources. International tourist businesses do not have firm leaders who can impose discipline on the market. The immediate consequence is a rise in the cost of commercialization and greater difficulty in establishing adequate price policies. A toughening in these conditions is to be expected over the next few years.

119
Rivalry between clusters produces competition in prices, advertising battles, investment in the introduction of new products and improvement in services, etc. In this way, the large tourist destinations are interdependent and are constantly playing with "action-reaction".

· What increases rivalry between clusters?
120
( The volume and characteristics of the competitors. Rivalry increases when destinations acquire a certain volume and there is no leader in the market. In cases like this, the "defiance" is usually great.

121
( Slow growth of the market. The market grows moderately and this creates great rivalry between destinations to increase or maintain market quotas. Over the coming years we can expect very strong reactions from leading destinations to defend themselves with all their might, against their challengers and neutralize the next potential ones. The struggle will be mainly in the area of commercialization and will demand growing investments in the development of makes and in communication.

122
( High fixed costs in the receptive system. High fixed costs create strong pressure so that destinations operate to their full capacity. This tends to lead to a falling price spiral when a vacant capacity exists, and this in turn, leads to a decrease in rentability.

123
( Excess offer. An excess in the offer can chronically alter the balance of the offer and demand in the tourist destination. The consequence of this is none other than recurrent periods of excess in capacity and price reductions.

Why is excess offer in accommodation produced?
124
Reality shows that this usually happens as a combined result of five factors:

125
( Technological factors

· The need to develop chains with a high volume of beds in order to reach efficient running levels.

· The long time needed for the creation of new accommodation spaces. The decision to create a new offer must be taken 2-3 years in advance. This decision normally lacks sufficient information about the market tendencies.

126
( Structural factors

· Exit barriers in times of crisis.

· Pressure from T.Os. on the business people in the accommodation sector who are tied to them to create new spaces which will allow them to increase their market quota in destinations.

127
( Competitive factors

· The absence of leadership between the business people of a cluster capable of slowing down/stopping the aggressive creation of new spaces.
· Advantages of the "first move". The tendency of some companies to compromise themselves with the T.Os. to create new spaces when the prospects are favourable.

128
( Factors related to information

· Inflation of expectations. This is produced when expectations are "inflated" on the part of badly informed competitors or on the part of official postures taken by the various administrative bodies, who for political reasons, tend to be over optimistic.

· Breakdown of market signs. There is a tendency to make erroneous decisions when companies do not trust the market signs owing to market turbulence and a lack of information.

129
( Factors linked to government policy

· Monetary and fiscal incentives that excessively favour the growth of new spaces.

· Pressures of various kinds that tend to create employment.

2.6.-
An answer:Competitive Marketing
a)
The concept of Competitive Marketing
130
Competitive Marketing is a new concept which has appeared as a result of combining two technologies: the technology of marketing and the technology of competitiveness. The basic idea is as follows:

The conceptual scheme of Competitive Marketing

1.-
Identification of the clusters and micro-clusters in a country or destination.

2.-
Identification of the most attractive markets/segments for each cluster in function to the mix of specific competitive forces that affect it.

3.-
Identification of the competitive opportunities in each one of them:

· With regard to the "best" of the competitors.

· With regard to the keys to success in the specific market.

· With regard to the specific competitive diamond of each micro-cluster for each market.

4.-
From those businesses identified as being attractive, a marketing plan should be designed for those that have opportunities and exploitable strengths in the short-term.

5.-
Design of a competitiveness plan for attractive businesses, but with barriers and competitive weaknesses in the mid-term.

b)
Conceptual schemes

131
Presented in the following pages are three conceptual schemes of analysis for the decision taking of Competitive Marketing and for the design of the Marketstrat (Strategic Marketing) and Competstrat (Competitive Development Strategies) plans.
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3
CREATING A COMPETITIVE ENVIRONMENT

IN TOURIST DESTINATIONS
For many years, most countries believed that it was enough only to have comparative advantages (tourist resources, low salaries, attractive exchange rates, etc..) to be successful in tourist markets. 

This approach has given rise to the implementation of policies mainly to stimulate tourist growth and control its development. In most cases, results have not been as good as expected and nowadays these countries are questioning the feasibility of their tourist industry.

Experience has shown that to secure profits in the long term it is essential to attain competitive advantages.

Tourism is one of the most atomized and fragmented industries. Tourist enterprises are mainly small, independent and with a limited vision of the market. In this situation, the government's role is to provide enough support to the companies involved in each tourist cluster in order to enable them to gain better competitive advantages.

In order to gain a competitive advantage governments must understand the true concept of competitiveness and focus their efforts on two areas: strategic planning of the country's tourist businesses and to establish a competitive environment for this kind of business. This chapter lays out the methodology for these two functions (Marketstrat and Competstrat).

In practice, these two main functions become policies whose aim is to stimulate the creation of trade marks, cooperative commercialization, financial aid in line with the cluster strategy, regulations and norms, monetary and fiscal measures, research, education, stimulus for innovation, etc.

Contrary to what has been happening over the last few years, these new plans are orientated towards an increasing development, beginning with a reinforcement of the clusters, and ending with their integration on a national scale.

3.- CREATING A COMPETITIVE ENVIRONMENT IN TOURIST DESTINATIONS

3.1.-
The role of governments

132
The conventional tourism policy of a large number of destinations has failed because governments have not understood the concept of competitiveness and believe that their only role is to stimulate tourist growth and control its development. The famous trilogy "Order", "Promotion" and "Market Discipline", which is used as the base for government tourism policy, has not often produced the desired results.

133
90% of National Tourism Development Plans are not actually imposed or only partially imposed, mainly resulting in a questionable sustainment of tourist growth. This is the current situation in The Dominican Republic, Thailand, Peru, Greece, Turkey, Morocco, etc., to name but a few (some of which are considered "tourism powers").

134
To improve the situation, governments must understand the true concept of competitiveness and centre their efforts on two areas of action:


a) Strategic planning of the country's tourist businesses (Marketstrat)


b) The creation of a competitive environment for these businesses (Competstrat)

135
Tourism is one of the most atomized and fragmented industries. The government's role consists of providing an adequate framework so that the businesses (small, independent and with partial market vision) in each cluster are able to reach a superior competitive advantage.
136
The government's role must be centered on correcting the weaknesses on a cluster level via policies and concrete programmes to improve the "diamond". This can usually be turned into policies to stimulate the creation of makes, cooperative commercialization, financing of coherent projects with the cluster strategy, regulations and norms, monetary and fiscal measures, investigation, education, innovation stimulus, awards for quality, etc.

3.2.-
Strategic planning (Marketstrat)
137
The aim of strategic planning is to define three elements for each micro-cluster of each cluster.

· The business portfolio

· Market strategies

· Marketing strategies

138
Strategic planning must consist of a guiding development scheme, as much for the public sector as for the private one, and its directives must include the involvement of all the affected parts.
139
All this must be integrated, on a national level, to a general plan (Marketstrat) which defines the following:

Contents of Marketstrat

· The clusters that already make up or will make up the destination.

· The strategic market and segments in which each cluster must concentrate its competitive efforts.

· The competitive and growth strategies of each cluster.

· The most important products to be developed in each cluster.
· The physical arrangement of the territory of each cluster and its plans for each stage.

· The tourist management model for each cluster.

· The specific competitiveness plan for each cluster and its micro-clusters.
140
Using the above scheme, Marketstrat will bring the following benefits:

· For the tourist businesses. A detailed knowledge of operational marketing of the public sector, and as a result, to be able to plan their marketing efforts better in coordination with the cluster and the country itself.

· For the clusters. A definite plan of action coherent with the National Plan and the possibility to coordinate its actions better with the other organisms involved.

· For the Government. A practical guide to orientate all the operational marketing in a coherent and rentable way.

· For a country. More benefits derived from a sustainable tourist activity.

3.3.-
 Tourism policy (Competstrat)
141
Having defined strategic planning, the authorities must concentrate their efforts on the creation of a competitive environment which should be the base of the tourism policy.

142
Nowadays, the success of a cluster in international tourist markets depends less and less on its comparative advantages and more on its competitive ones.

143
Comparative advantages are based on the existence of resources which the competitors do not possess, or have to a lesser degree: unique tourist attractions, cheap manpower, a favourable exchange rate, accumulated experience, etc.

144
Competitive advantages, on the other hand, are created. They are created by bringing new ways of competing and doing things to the market. In short, this deals with a permanent process of innovation which is manifested in the improvement of products, change in the production processes, and improvement of services, new marketing approaches, new ways of distribution, etc.

145
The competitive advantages of a cluster are gained by improving and innovating diverse aspects:

· Increasing the quality of the tourist resources and services.

· Adding new and attractive features.

· Improving technology and the productivity of the "servuction" (standardized production of services).

· Improving the effective use of capital.

146
The tourist industry must learn to compete in traditional markets which are becoming increasingly more sophisticated. It must learn to develop its capacity to compete in new markets where the competitors' costs are high, but so is the productivity.

Contents of Competstrat

147
The aim of the Competstrat Plan is to design the measures to be taken by the authorities with the objective of increasing the competitiveness of clusters. This is the area where mistakes must not be made.

148
Tourism policy must be designed in agreement with the following criteria:

· Tourism policy should be aimed at only one objective: the competitive reinforcement of the country's tourist businesses.

· As competitiveness is produced in clusters, the first step is to make competitive cluster plans.

· Given that a cluster draws together various micro-clusters, the competitive plan should be the result of integrating as many specific plans as micro-cluster/market combinations in the cluster.

· The different cluster plans must be integrated on higher levels of region, destination or country, in function to its administrative structure. This process of integration has to be carried out in such a way that the final result clearly specifies what each of the many implicated parts must do.


The above recommendation is especially important when one bears in mind that, normally, the private tourist sector and Ministry of Tourism (or similar body) of a given country has just over a 20% influence in the creation of a real competitive environment for tourist businesses. The remainder corresponds to public administrations considered to be "non-tourist".

· To sum up, tourism policy must be geared towards reinforcing the competitiveness of clusters before being integrated on a macro level. This is an upward process and not the reverse, the latter having been mainly implemented over the last fifty years.
149
The Competstrat Plan brings the following benefits:

· To the private sector: the private sector will find in it a clear message of policy decision and a well-defined programme of support for determined investments.

· To other public institutions: they will have at their disposal a practical guide for their investments and management in important areas like education, legislation, infrastructure, town planning, economic policy, etc.

· To the Government: it will have at its disposal a clear definition of the policies to act upon and a precise scheme for the coordination of all its policies on the different administrative levels, with unique and coherent criteria.

3.4.-
Improvement of the competitive "diamond"
150
A cluster is successful in a strategic segment when it manages to create a favourable environment for competitiveness.
151
Such an environment is formed upon four aspects which make up the so called "competitive diamond".

152
This "diamond" constitutes an interdependent system in which the effectiveness of any one of its components influences the effectiveness of the others. The interaction of competitive advantages between different components produces amplified competitive advantage effects which competitors find difficult to neutralize or copy.

153
To identify the competitive advantages that should be created or reinforced in the different clusters, a detailed study of the current state of each "diamond" has to be carried out.

154
The philosophy of the plan consists of giving an integral approach to all the elements that intervene in the configuration of the competitiveness of a cluster. These elements are the following:

Elements of the "diamond" of competitiveness

· Conditions of the factors
155
The idea is to identify and analyze the key factors that create a competitive advantage in each cluster.

156
The traditional factors (resources, capital and labour) are not the only ones that create competitive advantage. In tourism, other things should also be considered as factors: the human resources of the area, capital markets, the infrastructure and equipment, the tourist attractions, first aid and medical services, know-how, the technology available in the area, etc.

157
To be more precise, the following points are analyzed:

· Human resources: quantity, qualification and cost of manpower.

· Physical resources: Abundance, typology, quality, accessibility, and cost of the resources which are able to be exploited by tourism.

· Resources of knowledge: experience of scientific, technical and market knowledge. The quantity and quality of the sources of this knowledge (universities, schools, institutes, etc.).

· Resources of capital: amount, forms and cost of the available capital for the financing of the sector.

· Infrastructure: type, quality and cost of the available infrastructure for transport, communications, sanitary assistance, commercial network, etc.

· Support sectors
158
For a cluster to be competitive it is essential that the direct tourist industry is able to rely on a strong and competitive support sector. This means good suppliers of raw materials for the hotel industry, good schools for training personnel, experts in the different tourist specialties, quality printing houses, etc.

159
Other aspects to be analyzed are:


Availability of suppliers, quantity and quality of the complementary offer, availability of technical assistance and maintenance services, etc.

· Strategies, structure and management of the companies
160
In this area, the following aspects must be taken very seriously into account: the degree of consolidation of the tourist businesses in the cluster, the entry and exit barriers in the different business activities, the regulation of business activity, the concentration and integration of the companies, etc.

161
This analysis will include:


The typology of existing companies, the degree of vertical and horizontal concentration, the degree of rivalry between companies, prevailing forms of management and exploitation, etc.

· Conditions of the demand
162
Finally, the consumer must not be forgotten. One must consider what the conditions of the demand are regarding the degree of exigency of the tourist, the information that they receive, the rights and obligations that they have, etc.

163
This means analyzing, among other things, the following:


The make-up of the demand: needs and motivations, volume and tendency of growth, degree of segmentation, habits of information, buying and use, degree of experience and sophistication of the demand.

164
All these aspects must be studied in a joint, but at the same time, separate way, in accordance to the scheme presented on the following page.
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3.5.- 
The key to success
165
In the mid and long-term, competitiveness is the outcome of a permanent improvement in quality and continuous innovation.

166
The permanent (non precise) improvement of quality is the only way of maintaining a real competitive advantage over one's competitors. Innovation is indispensable to improve quality while keeping down costs. Both ingredients form the key so that the tourist businesses of a given destination can be competitive, and therefore, sustainable.

167
Not one of these things is possible without the aid of a team of excellent professionals with know-how and competitive executive capabilities on an international level. For this reason, the training of high-level professionals is the final key to success.

168
The best competitive plan of a tourist destination is the one that begins with a 
firm education and training programme of professionals on a high level and is 
for all areas of tourist activity.
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COMPETITIVE STRATEGIES FOR LONG DISTANCE

TOURIST MARKETS: THE ROLE OF MARKETING

An increasing worldwide tourist activity  greatly induces the use of the concept of "long distance markets", instead of the term "long distance destinations". This is due to two factors:

a)
A tourist destination can be "long distance" with regard to a determined emissive market and "short distance" with regard to others. 

b)
Each cluster competes in different markets or segments and each one of them has different competitors.

Competing in long distance markets implies an important handicap with respect to other countries which have a nearer geographical advantage, owing to the greater cost (economic, physical, psychological, etc.) produced by the distance factor, which we call "Perceived Distance Cost".

In long distance markets the greater "cost" has to be compensated with greater "value", adding benefits which reestablish the balance.

By insuring a reasonable level of functional benefits, a competitive advantage will be gained by adding symbolic and existential benefits perceived by the consumer.

For a cluster to be competitive in long distance markets, different competitive strategies to those normally used are not necessary. However, the conception, design and implementation is more complex, difficult and risky. It is necessary to base this on two premises:

a)
The selection of a single strategy or a combination of various, orientated to reach a higher level of equilibrium in the concept "value for cost". 

b)
The application of the previously mentioned strategies should be implemented on the cluster level before proceeding with an eventual extension on a higher level (regional or national).

In this chapter we propound a basic model to compete in long distance markets, whose varying principals are: the real demand, the primary demand, the perceived cost and the performance of the system on sale.

The model rests on three basic lines of action: increase the primary demand, reduce the perceived cost and improve the performance of the system on sale.

4.-
COMPETITIVE STRATEGIES FOR LONG-DISTANCE TOURIST MARKETS: THE ROLE OF MARKETING

4.1.-Introduction: Long-distance Markets and Perceived Distance Cost

169
The concept of a long-distance tourist destination is not exactly accurate. Its defect lies in its excessive orientation towards the product (the destination) and its lack of orientation towards the market (the consumers).

170
It is, on the other hand, a very relative concept. A determined tourist destination can be "long-distance" with regards to a determined transmitter market and "short distance" in comparison to another.

171
In this document we will disregard the concept of "a long-distance destination" and will deal with the concept of "long-distance markets".

· What is a long-distance market?
172
A sufficiently generalized agreement of this does not exist yet. Criteria like physical distance, duration, transport cost, psychological distance, etc., have been used by various people.

173
For the purpose of this study we will consider a long distance market as: the one which is separated from the destination by more than 6-8 flight hours as it is after this time lapse that the Perceived Distance Cost enters into consideration in a decisive way in the consumers decision making process.

174
Therefore, in this study and in general terms, we consider long-distance markets to be at more than 5.000 km from the destination and whose only reasonable means of transport is by air at an average cost of more than $1.500 full fare rate 
or what amounts to 3-6% of a person's average yearly income.

175
Competing in a long-distance market implies an important handicap with regard to competitors nearer to it: Perceived Distance Cost.
· Perceived Distance Cost (PDC)
176
PDC is the result of the objective and subjective evaluation on the part of the consumer of a number of factors:

· Economic cost. Basically transport cost.

· Time cost. The time lost on the flight.

· Physical cost. Fatigue caused by boarding procedure, waiting and delays, connections, and the time spent inside the claustrophobic and uncomfortable plane.

· Psychological cost. The stress stemming from various things on a long journey with the above mentioned conditions.

· Information and purchasing costs. It is difficult to get information about and buy services for some long-distance destinations.

· Other costs. Some of these are very complicated and will not be dealt with here.

177
As a result of all this, the consumer perceives a "higher" cost which must be compensated for by a greater "perceived value".

178
Research done by THR for various countries (Cuba, Argentina, Anguila, and Thailand among others) in Europe has shown that this must be done by working in two ways.

· Securing a reasonable level of functional benefits.

· Increasing the symbolic and existential benefits, both perceived and real.

· A new equilibrium in the relation "value for cost"
178
If the consumer cannot receive major symbolic and existential benefits it is difficult to compete with an advantage in long-distance markets. In fact, it is practically impossible.

179
The problem is that both the tourist authorities of many destinations and the tour operators do not apply this concept and continue to stress the functional benefits and the prices, instead of justifying greater costs with greater "value".

180
For a micro-cluster or a cluster to be able to compete with a competitive advantage in long-distance markets different strategies to those normally used are not needed. However, their conception, design and implementation is more complex, difficult, costly and risky.
A higher level of equilibrium

181
In long-distance markets the greater "cost" must be compensated for by greater "value", adding benefits that will reestablish the balance on a higher level. By securing a reasonable level of functional benefits, the competitive advantage will be gained by adding symbolic and existential benefits.

· Equilibrium in a low "distance cost" situation
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4.2.-
How to compete with an advantage in long-distance markets: Competitive strategies
a)
Strategies to compete with an advantage

182
Experience shows that there are great possibilities for competitive reinforcement programmes of determined destinations with long-distance markets.

183
The basic rule is the following:

· The whole programme should be geared towards reaching a higher level of balance in the "value for cost".

· As a minimum, this must be worked on a cluster level before applying it to a higher level (regional or national).

184
For the latter, three well-known and used basic strategies exist:


The three basic strategies

185
Each micro-cluster can opt for one (or a combination) of the three strategies mentioned below:

· Low costs
186
This is based on producing at a lesser cost than the competitors. Competitive reinforcement is based on greater profits and the possibility of using them for a more aggressive competitiveness.

· Differentiation
187
This consists of offering the market tourist products with important distinctive qualities that will be seen as "unique" by the consumer. Differentiation can originate from "unique" tourist attractions, "unique" tourist activities, or "unique servuctions". Differentiation reinforces one's competitive position in two ways:

· It makes the clients loyal via a greater symbolic benefit.

· It reduces the sensibility of the market with respect to the price.

· Segmentation or specialization
188
This implies concentrating on satisfying the needs of a segment or specific group of consumers by offering an appropriate range of specialized products or services. The application of this strategy reinforces the competitive position of the micro-cluster in two ways:

· It reduces the costs as a result of the specialization.

· It increases the perceived "value" via a greater functional and existential benefit.

189
The aim of any one of these three strategies is to reach a favourable "value for cost" relation, which, in turn, allows one to compete with an advantage.

190
The strategy of leadership in costs is centred upon reducing the cost. Differentiation strategy is centred upon increasing the "value"; and segmentation strategy concentrates on both reducing the cost and increasing the "value".

191
But when we talk about long-distance markets, the consumer evaluates "value for cost" in a slightly different way to short distance markets, and as a result, the selection and design of a suitable competitive strategy must stem from a correct understanding of these differential mechanisms.

192
In whatever case, the selection of an appropriate strategy must be based on an in-depth knowledge of what is needed so that this can really be converted into effective strategies.

b)
Conditions for the success of strategies

· Conditions for the success of the strategy "leadership in costs"
193
The success of this strategy implies, among other things, the following:

· Important investments in infrastructure, and equipment at the service of the tourist activity.

· High efficiency levels in company management and in the public services linked to tourism.

· High levels of quality in services and the environment.

· Strict quality control in all the related tourist services.

· High technological innovation capacity in the area of "servuction".

194
Normally, this is a strategy which requires a high volume of demand to give good results and it is usually carried by the "touroperization" of the business. When a tourist business is based on the tour operator, it enters into a downward spiral which leads, almost inevitably, to the non-sustainment of the business in the long-term.

195
The strategy of leadership in costs, which can produce brilliant results in the field of products, seldom gives the same excellent results in the field of services.

196
Benidorm (Spain) is a micro-cluster that adopted this strategy in an implicit way. During the seventies, Benidorm offered high "value" and was able to produce this at a low "cost". This required a high level of "touroperization" of Benidorm. Nowadays, not even the tour operators make money in Benidorm.

197
This has also been the strategy adopted by Cuba, The Dominican Republic, Thailand, Cancun, etc. These destinations will make profits on a short and mid-term basis, but they will not prove to be rentable in the long- term. The majority of industries can be reconverted when they begin to lose money as a result of the application of an erroneous or obsolete strategy. This is practically impossible in the case of a tourist cluster. In 95% of cases when a cluster stops being competitive, it stops being so for good.

198
Can tourist clusters like Acapulco, Torremolinos, Ibiza, etc., recuperate their competitiveness in long-distance markets in the future? Does anyone know how this can be achieved ? And even knowing how it can be done, is it possible, rentable and socially justifiable?.

Conditions for the success of the differentiation strategy
199
For a differentiation strategy to be successful, the following elements are needed:

· Great permanent efforts in R+D (Research and Development) to be able to develop distinctive new tourist products.

· Extremely high levels of coordination between all the different administrative bodies that have to cooperate together for the development of the products.

· A very close cooperation between the public and the private sectors.

· A marketing, and especially a communication technology, which should be very sophisticated and adapted to these type of products.

· Very efficient commercialization mechanisms.

· An adequate managerial education for this strategy.

200
The activities required to create differentiation may be very costly (research, novel development of products, use of high quality materials, specialized training, sophisticated communication, etc.).

201
In many cases, this strategy can be especially indicated when one has at one's disposal special quality or rare tourist attractions, and is inclined to give excellent results.

202
Cayo Coco Island (Cuba), the Altiplano of Guatemala, the coral reef of Belize, The Namib Desert, (Namibia), etc., are all examples of clusters for which a differentiation strategy would probably be the most indicated. Nevertheless, the respective tourist authorities concerned have no competitive strategy planned. They are basically occupied with administering growth.

· Conditions for the success of the specialization strategy
203
Contrary to the previous strategy in which a "unique" product is offered to all the segments of the market, this strategy consists of orientation towards specific tourist segments or determined geographical markets offering a wide and in-depth range of specialized products, especially designed for them.

204
In practice, this strategy could be interesting for those segments like pensioners, youth tourism, cultural tourism, scuba-diving, adventure, etc.

205
The philosophy behind this strategy is based on the premise that, in this way, it is possible to compete more effectively than those competitors who work in a more general way.

206
The application of this strategy improves competitive position via differentiation (satisfying the needs of a segment more effectively than the competitors) and/or via costs thanks to specialization.

207
Segmentation also provides greater benefits and defenses against each one of the competitive forces, especially if it is used for segments less vulnerable to the appearance of substitutes or in the case of weak competitors.

208
The segmentation strategy does have, nevertheless, certain limitations regarding participation in the global market and demands an exchange between volume and rentability.

209
The application of this strategy demands a combination of what was said about the two previous strategies.

4.3.-
Marketing to compete with an advantage in long-distance markets: A simplified model


The basic model

210
To describe the basic model schematically, we will use a conceptual example of a destination referred to as "i" with respect to a market "n".
211
We will use a formal notation which presents the main variables of the model in a form of schematic equation. It is done in this way with a view to systemizing the presentation and to make reading and comprehension easier.

212
This, however, does not imply in any way, the exact relational form of these equations. The combination of all the knowledge accumulated up to date does not allow us to do so. This is, therefore, a method of formal presentation and not a mathematical method.

213
The Real Tourist Demand (RD) coming from a long distance market will depend (in a very simplified form) on the following variables:

PRIVATE 

RD = f (PD, PC, PSS, O)

Where


- RD

=
Tourists coming from Mn in Di


- PD

=
Primary Demand. Consumers in Mn with interest in and preference for Di.



- PC

=
Perceived Cost associated to the purchase of Di.



- PSS

=
Performance of the Sales System of Di in Mn.



- O

=
Other variables.
214
In accordance to this model, there are three basic lines of action so that Di can compete with an advantage in Mn:

· Increase the Primary Demand

· Decrease the Perceived Cost

· Improve the Performance of the Sales System in Mn

Principal components of the model
· (PD) Primary Demand
215
The first component of the model is the Primary Demand (PD) made up of the group of consumers of Mn with generic interests in the products of Di and who also prefer Di to other competing destinations. In a simplified way PD will depend on:

PRIVATE 

PD = f (SD, NDM, PVD, MC, U)

Where
- SD
=
Secondary Demand. Made up of the consumers of Mn with interest in the generic products similar to those offered by Di, but without any specific preference to Di.

- NDM=
Consumer Needs, Desires and Motivations. These personal needs are linked to the participation in tourist activities and to determined attributes of the product.

- PVD
=
Perceived Value of Di. This is a key element of the model. This is made up of the objective or subjective evaluations which the consumer makes in relation to the "benefits" s/he thinks s/he will receive if s/he buys Di.

- MC
=
Magnetism of the Competitors. The ability of the competitors to transform SD into PD.



- O
=
Other variables.
216
And where the key variable PVD is established in the following way:

PRIVATE 

PVD = f (OI, ISE, ICE)

Where



- PVD
=
Perceived Value of Di.



- OI
=
Organic Image of Di among the consumers who make up the SD in Mn. This OI 

is the result of a combination of information received by the consumer from 

different sources.




- ISE
=
Information coming from the Social Environment of the SD components in 

Mn.




- ICE
=
Information coming from the Commercial Environment in Mn.
· (PC) Perceived Cost
217
The consumer compares the Perceived Value (PC) of Di with the Perceived Costs (PC) of the competitors. It is evident that the competitiveness of Di in Mn will increase at the same time as the PC of the Di diminishes with regards to its competitors. The PC is formed in a simplified way as a result of the following:

PRIVATE 

PC = f (EC, PhC, PsC, PuC,O)

Where



- PC
=
Perceived Cost



- EC
=
Economic Cost. The principal component of the PC. The result of a complex 

evaluation process.




- PhC
=
Physical Cost. Mainly tiredness and stress.




- PsC
=
Psychological Cost. Drawbacks in the homeostatic area and in the field of 

commercial and physical risk.




- PuC
=
Purchasing Cost. Difficulty in getting access to information and to the sales 

system.




- O
=
Other costs.
· (PSS) Performance of the Sales System
218
For the SD to be converted into the PD and this in turn, converted into clients, an efficient sales system is needed, which will, in a simplified form, depend on the equation below:

PRIVATE 

PSS = f (MS, CS, PSSE, O)

Where



- PSS
=
Performance of Sales System



- MS
=
Magnetism of the System. The capacity of the system to become known and 

attract clients.




- CS
=
Conductivity of the System. Efficiency in motivating and closing the sale.




- PSSE
=
Post-Sale Service Efficiency. Related to the capacity of producing loyalty and 

recommendation.




- O
=
Other elements.
4.4.- Creating Primary Demand
219
The Primary Demand of Di in Mn will be composed of the group of consumers of Mn who have a generic interest in the products of Di, and who also have preference for Di over other competing destinations.

220
The volume of the PD will depend (again in a simplified form) on the following:

PRIVATE 

PD = (SD, NDM, PVD, MC, O)

Where



- SD
=
Secondary Demand. Made up of the consumers Mn with interest in similar 

generic products to those offered by Di, but without any specific preference for 

Di.




- NDM
=
Consumer Needs, Desires and Motivations. These personal needs are related to 

the participation in tourist activities and to determined attributes of the product.




- PVD
=
Perceived Value of Di. This is a key element of the model. It is constituted by 

the objective or subjective evaluations made by the consumer of the "benefits" 

s/he thinks s/he will receive if s/he buys Di.




- CM
=
Magnetism of the Competitors. The capacity of the competitors to transform 

SD into PD for their own benefit.




- O
=
Other variables
a)
(SD) Secondary Demand

221
This is composed, as said before, of the consumers of Mn who have an interest in similar generic products to those offered by Di but without any special preference for Di.

222
The volume of SD is the result of a group of factors (macro and microeconomic, sociological, technological, etc,) which escape Di's control. This is also related to universal tendencies and values which evolve slowly and can only be partially controlled by a coordinated action on the part of all the destinations which operate in the specific market in question.

b)
(NDM) Consumer Needs, Desires and Motivations
223
The NDM profile of a determined consumer constitutes the element of reference which the consumer will use to select or not the Di in his/her preferences. It constitutes the base so that Di receives, first of all preference and after, the intention to buy. Among other things, this will depend on the Organic Image and the Perceived Value of Di in the mind of the potential consumer.

224
The more perceived benefits by the consumer, the greater the cost s/he will be prepared to pay to travel to a determined destination. Here is the key strategy to be successful in long-distance markets.

Needs and Desires
224
Tourists travel with the idea of satisfying certain needs of which they are only partially conscious. The important thing for the tourist business is to be aware of the way in which tourists want to satisfy these needs.

226
The difference between a need and a desire is the level of "consciousness" or recognition of that particular need. Needs are transformed into desires making the individual recognize or be conscious of that fact that s/he has unsatisfied needs. Tourists need affection but they want to visit friends; they need esteem but they want to go on a cruise; they need love but they want to have a holiday on a tropical island. In these and other situations, the destinations that will have a competitive advantage will be the ones that are able to present themselves to the market as a beneficial means of satisfying the needs of the tourist.

· Motivations
227
When the consumer really wants to satisfy a need, the motivation appears, which induces him/her to do something to satisfy the need. If there is no motivation there is no action.

228
Motivational theories indicate that individuals are permanently searching for stability (homeostasis). The homeostatic level becomes unbalanced when the individual becomes aware of an unsatisfied need. This consciousness creates desire, but the individual needs an "objective" to be motivated. The person must be aware of the existence of a tourist product and perceive the purchasing of it as something that will provide satisfaction for his/her needs. Then, and only then, is the individual motivated to buy. The role of marketing consists of suggesting objectives (photographic safaris to Kenya, adventure holidays in Patagonia, etc.) to satisfy the needs and to provide knowledge of the products to do this.

229
For example, a few years ago. Canada launched a publicity campaign in Scotland to promote flights from Scotland to Canada. The advertisement showed a child saying to another child: "My grandparents from Scotland are coming to visit me next month." In reality, the advertisement was saying "we know that you love seeing your grandchildren (need). With these images we are making you aware of the fact (desire). By visiting your grandchildren (objective) you will satisfy this need of "love". In this way grandparents are motivated to fly to Canada.

230
Although this vision of tourist motivations appears partial, it is very important and especially critical when it concerns long-distance markets. It is the difference between seeing a destination as a group of palm trees, beaches and hotels for tourists or seeing it as a means of satisfying ones needs and desires. The tourist does not buy hotels, nor beaches nor palm trees. S/he buys benefits associated with the satisfaction of his/her needs and desires.

231
It is very difficult to compete with an advantage in long-distance markets by selling palm trees, beaches and hotels. The only way to be successful is by selling benefits.

232
Up to now, the studies carried out on tourist motivations have concentrated on developing lists of reasons as to why people travel. For example, it is said that people travel "to see beautiful scenery", "to get to know other cultures", "to visit friends", etc. This way of comprehending tourist motivations is not enough.

233
The key to understanding tourist motivations consists of seeing pleasure trips/journeys as a needs satisfier. Tourists do not buy holidays simply to relax or enjoy themselves, to discover other cultures or for educational purposes. They buy them with the desire and in the hope that these trips/journeys will partially or totally satisfy a number of their needs and desires.

234
Tourist motivations fit in perfectly with Maslow's hierarchical motivational model, to which two additional groups of needs can be added with the following result:

Maslow and tourist motivations

PRIVATE 

Needs

Motivations

Tourist literature references

Physiological
Relaxation
- Escape

- Relaxation

- Relief of tension

- Sunlust

- Physical

- Mental relaxation of tension

Safety
Security
- Health

- Recreation

- Keep oneself active and healthy for the future

Belonging
Love
- Family togertherness

- Enhancement of kinship relationships

- Companionship

- Facilitation of social interaction

- Maintenance of personal ties

- Interpersonal relations

- Roots

- Ethnic

- Show one's affection for family members

- Maintain social contacts

Esteem
Achievement

Status
- Convince oneself of one's achievements

- Show one's importance to others

- Prestige

- Social recognition

- Ego-enhancement

- Professional/business

- Personal development

- Status and prestige

Self-actualization
Be true to one's own nature
- Exploration and evaluation of self

- Self-discovery

- Satisfaction of inner desires

To know and understand
Knowledge
- Cultural

- Education

- Wanderlust

- Interest in foreign areas

Aesthetics
Appreciation of beauty
- Environmental

- Scenery

c)
(PVD) Perceived Value of the Destination

235
This is a key element of the model. It is constituted by the objective and subjective evaluations made by the consumer of the benefits that s/he thinks s/he will receive if s/he buys the Di.

236
Schematically, the following relation can be established:

PRIVATE 

PVD = f (OI, ISE, ICE)

Where



- PVD
=
Perceived Value of Di.



- OI
=
Organic Image of Di among the consumers who make up the SD of the Mn. This 

OI is the result of the information received by the consumer from various 


different sources.




- ISE
=
Information coming from the Social Environment of the components of the SD in 

the Mn. 




- ICE
=
Information coming from the Commercial Environment in the Mn.
237
The consumer looks for three types of benefits and the final PVD of a determined destination will be the result of his/her perception of these benefits. In the configuration of the PVD, the key word is "perception". Tourists do not buy in function to the information they receive but in function to the way in which they perceive it.

238
Where long-distance markets are concerned it is especially important to see that a large amount of information reaches the members of the SD. but, above all, it is especially important to make sure that this information is adequately perceived in a way that will contribute to increase the PVD.
239
The consumer should be able to perceive the benefits which s/he is looking for and these can be grouped into three types:

Three types of benefits

240
(Functional benefits. Mainly associated with the satisfaction of physiological and security needs, and with the motivations of relaxing, and of physical and psychological comfort.

241
(Symbolic benefits. Mainly associated with the satisfaction of the needs of self-esteem and belonging, and with the motivations of love, status and prestige, and personal achievement.

242
(Existential benefits. Mainly associated with the needs of personal fulfilment, knowledge, aesthetics, and the motivations of self-confidence, knowledge and the appreciation of beauty.

· (OI) Organic Image of Di
243
The consumers who make up the SD of the Mn. This Organic Image is the result of the information received on the part of the consumer from various sources. It is formed as a result of the general exposure of the consumer to the mass-media and other types of information which is not necessarily about tourism. As a consequence, even the individual who has never visited a determined destination, nor has tried to inform him/herself about it, will have a type of image, maybe incomplete, of this destination.

244
The Organic Image that a tourist has of the Di enormously influences the "induced image" by the communication that is specifically tourist. In fact, a OI which contains elements that are negative with respect to certain aspects that the consumer considers important, can block whatever interest the consumer had for the destination.

245
Since the OI plays such an important role in the consideration of a destination as an alternative and in the configuration of the Perceived Value of the same, it is converted into an element of capital importance for competitiveness in long-distance markets for which the greater cost should be accompanied by a greater Perceived Value.

246
The Tianamen Square massacre (China), the dictatorship of General Pinochet (Chile), the outbreaks of cholera in Peru, etc., are examples of realities that configure a OI which can block whatever interest anyone concerned with democracy had of going to China or Chile, or the interest of people concerned with hygiene of visiting Peru. An OI is built up over the decades yet it can be lost in 24 hours.

247
To compete with a competitive advantage in long-distance markets, the OI is the first thing that must be reinforced among the targets of the markets in which it is hoped to compete. However, practically no destination in the world treats this seriously enough.

· (ISE) Information coming from the Social Environment
248
Another configurational element of the PVD comes from information received from relatives, friends and reference groups, who presumably do not have anything material to gain from the decision to buy the Di. For this reason, this information is thought to be the most objective and nearest the truth.

249
A number of investigations have shown that the information coming from the social environment wields an influence of 30-60% over the final decision to buy a destination. This means, without a doubt, that it is the most powerful influencing instrument of the demand. What are the reasons for this?.

250
Again investigations have been able to throw some light on this and one can talk about two mechanisms:

251
(Decrease in the homeostatic risk. This type of information offers important advantages for the consumer:

· There are no commercial interests involved, and are therefore objective.

· On many occasions they are based on the personal experience of the person recommending them.

· They constitute authentic communication in the sense that they permit a process of questions and answers, commentaries, evaluations, etc.

252
(Greater power of conviction. Information from the social environment is more convincing than commercial information for the reasons stated below:

· The person who recommends makes an effort to convince because his/her ego will be boosted if his/her advice is followed and the sale results thanks to his/her input.

· Precisely for this, the person recommending makes an effort to discover the needs and motivations of the listener to be able to emphasize and convince him/her of the benefits to be had by following his/her advice. When the person recommending uses images (photos, films, slides,) of the destination to show his/her personal experience, we are nearing the most perfect tourist sales system that could possibly be imagined.

253
In short, a key element (perhaps the most important) in contributing to competitive reinforcement of a destination in long-distance markets is made up of the capacity to "influence" this social information. Therefore, destinations should develop their capacity to:

· Satisfy their clients as a first step to stimulate recommendation.

· Make sure that the clients have correct information, knowledge and understanding of their destination.

· Implement influencing mechanisms on the clients so that they act as effective recommendation.

254
What are destinations doing in this respect? The answer is: absolutely nothing. On the other hand, one of the key elements to competitiveness in long-distance markets stems from this.

255
75% of the tourists who visit Cuba return satisfied and say they have the intention of recommending Cuba to their friends. Research has shown, however, that they leave Cuba without getting to know it and therefore have difficulty in "communicating" and  "reasoning" about it efficiently. Cuba produces 400.000 potential salespeople (satisfied tourists) a year, but this immense "commercial energy" is lost because nothing has been done to channel this effectively. This grave error could partially be compensated by an annual investment of not less than 30 million dollars in the five main transmitter markets. Cuba, however, does not have this kind of budget; resulting in the loss of a magnificent opportunity for competitive reinforcement in long-distance markets.

· (ICE) Information coming from the Commercial Environment
256
This is concerned with the information received by the consumer from the Sales System and Communication System of the Di in the Mn. This includes brochures, posters, advertisements, contact with the sales staff in travel agencies, embassies, consulates, etc. Also included in this is the information that the consumers receive during their stay at the destination.

257
In this sense, there are four types of communication:

Types of communication.

· Internal and external communication. Depending on whether the information is received in the destination or in the transmitter market.

· Personal and impersonal communication. Depending on whether it is transmitted by people or physical supports.

Internal communication: the key to success to improve

competitiveness in long-distance markets
258
Destinations concentrate their efforts on external and impersonal communication (publicity) and secondly on internal and personal communication (trade exhibitions/fairs), but this is not enough.

259
To improve competitiveness in long-distance markets, in those in which it is indispensable to increase the PVD, the recommendation process plays a strategic role. For this reason it is vital to concentrate efforts on personal internal communication; this is exactly the opposite to what is usually done.

260
This does not mean that destinations should forget about external communication, both personal and impersonal. We are able to provide some advice in this direction:

Impersonal external communication: Strategies
261
The available instruments of communication can be grouped together in the following way:

· Publicity. Advertisements paid by the Di in the different media of the Mn.

· Free publicity. Including the news, articles, documentaries, etc., in the media of Mn which show the Di in a positive light.

· Publications. Communicative support printed matter like: brochures, sales catalogues, posters, user guides and also audio-visual editions.

· Presentations. Every step taken to "present" the products of the Di in the Mn: trade exhibitions/fairs, workshops, sales seminars, etc.

· Merchandising. Presentation of Di's products in the right place at the right time. This includes window displays of agencies, giantism, etc.

· Direct Marketing. Communication of specific offers to a select public that give a direct answer to the transmitter.

· Personal sale. Information geared towards a sale made personally by a specialist in the service of the Di.

· Others.

262
The cost of the communication "mix" is usually very high and therefore it is convenient to design coherent strategies for its use.

Five basic strategies for external communication.

263
( Global Communication. This consists of transmitting the same permanent message to all types of public. Normally global communication takes the form of a tourist corporate identity composed of colours, a logo, an isotype and a catch-phrase like "Spain: everything under the sun, "I love New York", "France: the art of living", etc.

264
( Segment Communication. Directing communication at specific segments with different messages for each one. In this case it is essential to be able to rely on an adequate segment strategy and an in-depth knowledge of the motivations, information habits, and purchasing and use habits of each segment.

265
This type of communication is usually "multi-product" in the sense that it offers each segment a diverse range of products which could be of interest to it by employing communicative contents and appropriate pitches and styles aimed at each segment.

266
Perhaps this is the most indicated strategy for long-distance markets, both for reasons of communicative efficiency and for reasons of financial efficiency. Its application, however, has a number of determining factors:

· An in-depth knowledge of the segments is needed.

· The destination must have micro-clusters operating with a specialization or segmentation strategy.
267
( Product Communication. In this case the destination concentrates its efforts on communicating a product to all the segments that could be interested in it. This strategy is indicated when the destination has a "unique" attraction exploited by micro-clusters which have adopted a competitive strategy of differentiation.

268
( Segmented Offer Communication. This consists of proposing specific offers (much more concrete than a product) to specific segments. This is one of the best communicative strategies. On the other hand, it is the one which is the most technically complex as it requires in addition to a thorough knowledge of the segments, a very complex structuring of offers and tight cooperation between the public and the private sectors.

269
( Integral Communication. This is the result of a simultaneous combination of any of the three forenamed types of communication together with global communication. The advantage of this is that, despite the cost that is incurred by product or segment communication (segments and products change in time) it is an investment in the "image of the make" which will make the destination well-known and remembered.

270
To improve the competitiveness of a destination in a long-distance market, communication should be geared towards increasing the Perceived Value of the Destination and for this, the following general rules can be applied:

Guidelines to increase the PVD through

external communication

271
( Case 1. Di has a highly attractive "unique" product. In this case product communication can be recommended.

272
( Case 2. Di does not have a "unique" product. In this case one must consider the suitability of using segment communication based on benefits from the activities available in the destination or on some element of the symbolic universe strongly associated to the needs, desires and motivations of the different segments.

273
(Case 3. Di has various "unique" products (attractions or activities). In this case, integral communication should be considered.

274
(Case 4. In all the above cases the inclusion of global communication is strongly advised.

Personal external communication: New approaches

275
Up until now, personal external communication has always concentrated on participation in tourist trade exhibitions/fairs with a double objective:

· Consumers

· Trade

276
Research carried out by THR conclusively demonstrates the following:


(The incidence rate of tourist trade exhibitions/fairs on the consumer is negligible (less than 1% of the market).

( The efficiency of trade exhibitions/fairs as a way of communicating with the business is highly doubtful.

277
Competitiveness in long-distance markets will be reinforced in the following way:

· By orientating the participation in trade exhibitions/fairs to communicate exclusively with the business using a highly professional approach and distancing this approach from any signs of folklore.

· Substituting the participation in trade exhibitions/fairs for other more efficient ways: workshops, sales seminaries or the formula of in-destination familiarization trips + workshops.

278
In many cases investment in trade exhibitions/fairs represents more than 50% of communicative investment in long-distance markets. Experience shows that this is not very effective. It is advisable, therefore, to use new instruments, bearing in mind that this must involve a greater ability to cooperate between the public and private sectors. But this ability also forms a very important part of the competitiveness of a destination.
d)
Magnetism of the Competitors
279
The volume of the SD will determine the theoretical potential market of Di. From this point on, the comparison between the needs, desires and motivations of the consumer and the PVD will determine the attractiveness of Di in Mn. But the market quota of Di in Mn will still be conditioned in a very important way by the attractiveness of competitor destinations (magnetism of the competitors) who will permanently fight to increase their market quota in the SD.

280
In this way, Marketing will contribute towards the competitive reinforcement of Di via the following:

281
(Precise identification of the real competitors in each micro-cluster, an identification which is not always easy.

282
(Identification of the compared image of Di and its competitors in Mn and the design of the image policy to follow to be able to:

· Reinforce the positive elements of the image.

· Neutralize the negative elements.
283
(Identification of the strengths and weaknesses of the competitors' products to be able to:

· Adapt Di's products to make them more competitive.

· Use the "gaps" in favour of Di with communicative effects.
284
(Identification of the competition's sales system in order to design strategies that will permit an improvement in Di's sales system with respect to the competitors.

285
All this requires considerable efforts of research into the market and the competition. The usefulness of all this will depend on the way in which the public and private sectors are capable of cooperating together.

286
Study trips by mixed groups (public and private) to get an in-depth knowledge about the competition's products and to collectively debate the most fitting policies to reinforce competitiveness are and will be very useful. It is also recommended that selected tour operators participate in this process.

4.5.- Reducing the Perceived Cost

287
The consumer compares the Perceived Value with the Perceived Cost of different destinations before making a decision. It is evident that the competitiveness of Di in Mn will increase in proportion to the decrease in the PC of the Di.

288
The main objective difference between a long-distance market and a short-distance market obviously stems from the distance. However, the difference between transmitter market and destination plays a complex role that goes beyond the simple fact of physical distance.
289
The separation of a destination with regard to a transmitter market bears positive and negative elements. Together with symbolic elements which bring benefits, there are other elements that contribute to an increase in the PC.

290
The PC is the result of objective and subjective evaluation on the part of the consumer of diverse elements which can be expressed in the following simplified form:

Perceived Cost (PC) associated with Di
PRIVATE 

PC = f (EC, PhC, PsC, PuC, O)

Where



- PC
=
Perceived Cost.



- EC
=
Economic Cost. The main component of PC. The result of a complex 


evaluation process.




- PhC
=
Physical Cost. Mainly tiredness and stress.




- PsC
=
Psychological Cost. Drawbacks in the homeostatic field and in the commercial 

and physical risk.




- PuC
=
Purchasing Cost. Difficulty in getting access to information and to the sales 

system.




- O
=
Other costs.
a)
(EC) Economic Cost

291
The main component of PC is the EC perceived as a result of a complex evaluation process which considers:

292
-  The price or basic rate. Constituted mainly by the transport cost plus the basic services included in the package.

293
-  The cost of living at the destination. This is the result of the information that the consumer has about the prices of the services and tourist activities at the destination.

294
-  The compared price. The price compared to those of the competitors. The consumer nearly always tries to save by buying at the best price. An unjustified higher price only serves to penalize the destination in question.

295
-  The psychological price. This is the combined result of the evaluation of the financial cost with the spending standards of the consumer.

296
To reinforce competitiveness in long-distance markets it is important to reduce the perceived EC and to do this there are various possibilities:

Possibilities to reduce the economic cost

· In the area of the basic price (cost of the package)

- Reduction or intelligent application of air tariffs
298
Some airlines have unintelligent price policy strategies and most of them are 
reluctant to strategically modify their tariffs in a unilateral way.

299
Governments, however, have at their disposal various possibilities to negotiate special rates with the airlines. The new frequency authorizations, the opening of new lines, the slot policy, airport tariffs, the costs of handling and fuel, etc., are examples of areas where more intelligent tariffs could be negotiated.

300
In the case of new frequencies or lines, there are instruments of monetary policy which can be efficiently employed to stimulate lower tariffs. Determined types of subsidies can contribute to the reduction of tariffs in such a way that the resulting competitiveness is higher to that which would be obtained by investing the same money in publicity.

301
Local operators also have numerous possibilities to get special tariffs but they often do not make use of these possibilities: for example, the collective buying of seats with a thirty-day release on regular flights is a possibility that is not sufficiently exploited.

302
In whatever case, there is no better policy than the stimulation of competitiveness and the free market. In this way, competitiveness in long-distance markets will be reinforced via open-sky policies, maximum freedom of passage and load and great facilities for charter flights.


-  Transparency in package price and comparative communication
303
One would never say that 15 days in Cuba at $1.000 is more expensive than 15 days in The Seychelles at a price of $ 900. This, however, can be the opposite. It all depends on the quantity and quality of the services included in the package.


304
In this way, the "honest" packages tend to be more expensive than those that use tricks to present a cheaper offer by giving bad information or even by misinforming the consumer.

305
The Authorities must avoid the presentation of offers in long-distance markets that are misleading and imply a disloyal competition for the companies that offer good products at a fair price. In this case, severe policies have to be employed in the destination.

306
On the other hand, it is highly recommended to give consumers of long-distance markets a comparative analysis of the real price of comparable packages in competing destinations when this implies an advantage for Di.

307
The small amount of communication which is done in this area in long-distance markets is surprising, and this means the relinquishment of an important element of competitive advantage.


- Competitive policies in the price of accommodation
308
The Yield Management is only used by some airlines and almost never by hotels.

309
When the accommodation of a destination is controlled by the tour operators (a situation that is not always recommendable) the price policies tend to be more competitive. With independent tourism, however, the policies are generally rigid and not very competitive.

310
To reinforce competitiveness in long-distance markets the price policies of accommodation should be more intelligently thought out and better communicated. The tourist Authorities of the destination can help this in a number of ways:

· Stimulating the commercial integration of accommodation companies.

· Developing training programmes in the field of Yield Management.

· Stimulating cooperative promotion.

· Effectively communicating these acts of promotion in the transmitter markets.

· Possibilities in the area of the cost of living of the destination
311
The perception of the level of prices in a destination constitutes another important element of the EC as the expenditure in the destination normally represents between 20-50% of the total expenditure of the trip.

312
This perception is formed as a result of the information received from the social environment (ISE) and from the commercial environment (ICE) in such a way that it is generally uncontrolled by the destination.

313
For example, the competitiveness of The Canary Islands has suffered a blow due to the awareness in the transmitting markets that the hire of a deckchair can cost more than 1.000 pesetas a day. The reasoning of the consumer is very simple: "I'm going to be on holiday on the beach for 15 days. The use of a deckchair will cost me 15.000 pesetas. This represents an increase of 20% in the price of the package".

314
Perhaps the authorized dealers of beach services would have benefitted by reducing the price of their deckchairs and increasing the price of refreshments or charging for new services to compensate this.

315
The local authorities that administer the concessions could also revise and reduce the prices that they demand for the forenamed concessions and compensate for this by increasing, for example, airport taxes.

316
A recent survey carried out on the island of Majorca showed that the clients (not one-off visitors) did not complain that the price of a meal in restaurants had gone up an average of 12%, but they were very unhappy about the fact that there had been a 5% rise in the price of coffee and beer.

317
Once again, it is evident that competitiveness in long-distance markets will be 
reinforced if the perception of costs at the destination is reduced. There are various 
possibilities to act upon:

· Identification of the prices which are relevant for the consumer (restaurants, attractions, activities, etc.).

· Stimulation of "reasonable" price policies for the relevant elements.

· Giving information to the market about the real prices of the destination and if need be, about the prices of the competition.

· Price policy education/training for the business people of the destination with special emphasis on those who run the complementary offer.

b)
(PhC) Physical Cost

318
A long journey implies physical tiredness and stress. Waiting in different airports, 
the long time spent in the claustrophobic space of the aircraft, jet-lag, all produce 
fatigue and tension which are perceived by some consumers as "high" cost.

319
Unfortunately, some airlines are very far from applying a minimally coherent and efficient marketing policy. They still believe that they are exclusively in the business of transporting people and cargo, not realizing that in reality many of their lines are in another business: tourism. If they were conscious of this fact they would "servuctionize" their services in a completely different way.

320
There are, however, ways of advancing little by little in this direction:

· "Hospitality desks" of the destination in the main airports of the transmitting markets.

· Attention and hospitality on behalf of the destination on the stop-overs. For example: an Argentinian "desk" in Rio de Janeiro's airport, or a Guatemalan one in Panama or The Dominican Republic.

· Scenography and animation on board the aircraft. What is there to stop one serving a "Mojito" on board a flight to Cuba?.

Why not show a wildlife film on a flight to Kenya?.

Why not take advantage of the flight to give relaxation classes?.

What is there to stop a flight to The Seychelles from having on board a "guide-animator-adviser" paid by the authorities of the islands?.

321
In this respect, any imaginative and useful thing will help to reduce fatigue, increase satisfaction and reinforce competitiveness via high levels of satisfaction and recommendation.

c)
(PsC) Psychological Cost

322
Journeys to long-distance destinations bring certain benefits to the consumer derived from the fascination with the destination, the "flight experience" in large and sophisticated machines, and from a certain element of status generally associated with long and costly journeys. Some Asian airlines frequently use these type of messages to attract clients who would normally fly with other companies.

323
Competitive reinforcement in long-distance markets can be obtained by "amplifying", 
via communication, the positive aspects mentioned below:

· Reinforcing the "semi-myth" image of some destinations.

· Increasing the attraction of the flight.

· Inducing connotations of status.

324
Together with these positive elements, the fact of having to go on a "long" journey 
poses "drawbacks" or costs which can prove to be important:

· Homeostatic Cost
325
In a certain way the consumer perceives the "environment" of the destination as something that contains or could contain elements that upset his/her homeostatic balance.

326
Will the air-conditioning work at night?. Will I like the food?. Will it be easy to find a 
doctor if my blood-sugar level goes up?. Will I have difficulty in making myself 
understood because of the language?. Will I get robbed?.

327
Consumers react to this in various ways:

· They reduce their expectations and level of exigency (this explains the high level of satisfaction shown by clients in mediocre destinations).

· They look for information and guarantees.

328
And who can provide better information and guarantees than a friend who has been there.

329
Once again, the competitiveness of a destination in long-distance markets will 
increase if it can provide the market with good information as a measure designed 
to reduce the perceived homeostatic cost. In this case, priority should be given to 
information related to security and hygiene needs.

330
This is why information given by "old clients" is so important. These "testimonies" are, without a doubt, a key element in this respect. The use of famous clients for testimonial communication can provide great results and not only in the field of the reduction in homeostatic cost.

331
The King of Spain's yearly visit to Majorca and the yearly invitation to the British Royal 
Family, is the best and most efficient marketing appraisal ever carried out in the British 
market.

332
Research has shown that this has been three times more effective than the 4 million 
dollars per year that Spain invests in tourist communication in Great Britain.

· The "Risk" Cost
333
In general one can talk about two kinds of risk: physical and commercial.

334
A long journey by air entails various risks. In addition to the risk of an air crash (which people see as being greater the longer the flight) there are other risks (often exaggerated by the social environment) like missing a connection, overbooking, loss of luggage, etc.
335
Therefore, competitiveness in long-distance markets can be reinforced to compete with an advantage by reducing the consumer's perceived risk.

336
Good information about key risk and testimonial elements, could be very important in this respect.

d)
(PuC) Purchasing Cost

337
Purchasing Cost is related to the efforts and difficulties of getting access to information about a destination and to a sales system.

338
The elements that make up this cost, their form of evaluation and the way to reduce this, will be succinctly developed in the following chapter.

4.6.- Improving the Performance of the Sales System

339
For the SD to be transformed into PD and this into clients (sales), a "selling machine" is needed (an efficient Sales System).

340
Here, we are talking about a Sales System and not a Distribution System because in tourism (like in the majority of services) "distribution" does not exist. Because of its intangibilty and because of the inseparability between production and consumption, there is no real possibility of the "displacement" of services.

341
On the other hand, if we consider the flows that are produced in the distribution channel - Physical Aspect of the Product, Legal Aspect of Ownership, Economics of the Payment System, Commercial Aspect of Information and Promotion - we can see that in tourism there is no physical flow, nor is there transference of the ownership of a service because the services are not "possessed" but only "used".

342
The only flows that can be contrived are:

· The right of use of the service

· The payment

· Information and promotion

343
A distribution channel does not exist; there is only a sales channel. Its design should be related to the general sales strategy more than to the classic models of distribution of tangible goods. The old concept of a distribution channel is substituted by "points-of-sales" that sell "the right to use" in an individual form or in a package.
344
To compete with an advantage in long-distance markets the Sales System must improve its ability and efficiency in each one of its three main components which are schematized in the simplified model below:
PRIVATE 

PSS = (MS, CS, PSSE, O)

Where


- PSS
=
Performance of the Sales System.


- MS
=
Magnetism of the System. Ability of the system to make itself known and attract 


consumers.



- CS
=
Conductivity of the System. Efficiency in motivating and closing the sale.



- PSSE
=
Post-Sale Service Efficiency. Related to the capacity to produce loyalty and 


recommendation.



- O
=
Other elements.
345
In accordance to this model, competitive reinforcement via the Sales System implies 
making an effort to:

· Attract more potential clients to the system (Magnetism).

· Inform more efficiently about the characteristics and the benefits of the products/services on offer, give better advice about the way of optimizing these services and close the sale on a higher number of occasions (Conductivity).

· Assure an efficient after-sales service (Loyalty and Recommendation).

346
Destinations can compete with an advantage in long-distance markets increasing the 
efficiency of their Sales System in the following ways:

a)
Increasing the Magnetism of the System

347
·Motivating the SD towards the purchase of the destination which will induce the consumer to "look for" a point-of-sale. Here lies the importance of communication run on the principal of "think global, act local", and also of having the figure of the "Person in charge of Marketing" in the main long-distance markets, who must not be confused with that of the Head of the Tourist Office.

348
·Making the SD aware of the Sales System, the whereabouts of the points-of-sale, and making the SD aware of the available options until finally the consumer perceives this as something useful, accessible and easy to use.

349
·When investments in communication are made in long-   distance markets, included in the objectives should be to drive the SD towards the Sales System.

350
·Attracting the consumer to the points-of-sale, via information, promotion, an attractive exterior of the points-of-sale, window displays, etc.

351
If the points-of-sale are "property" of the destination, they should be "corporate" in their design and image. When sales are done through an intermediary, the latter should be helped by the destination to carry out a "corporate presentation" of the destination.

352
·Bringing the points-of-sale nearer to the consumer in such a way that the "cost" of getting to the Sales System is the lowest possible. Multiplication of the points-of-sale, situation in strategic places, etc., all help in this way.

b)
Increasing the Conductivity of the System

353
When the consumer comes in contact with a point-of-sale, this represents a "unique" and 
perhaps "unrepeatable" opportunity to close a sale. The Sales System must be capable of 
not loosing this opportunity by using the following functions efficiently for which 
different instruments and places can be used.

354
Destinations can improve their competitiveness in long-distance markets by increasing 
the "Conductivity" of their Sales System. For this, various policies can be applied:

· Increase the base points-of-information (impersonal and personal) with solutions that complement (or substitute) the work of the business.

· Improve the efficiency of personal information (both base and in-depth). Good sales catalogues, audio-visual aids, familiarization trips, sales seminars, economic stimulus, etc., can all be useful tools in this respect.

· Stimulate better levels of "advice" and the negotiation capacity on the part of the personnel in contact with the point-of-sales. For this it is vital to reinforce a profound knowledge of the destination, improve the sales abilities of the personnel and facilitate knowledge between the sales staff and the users.

· Use faster and more efficient reservations systems. An enormous range of possibilities is opening in this area.

· Implant simple mechanisms and payment systems, insurance and helpful finance systems.

355
Once again, this is an area which has a wide range of possibilities. Some destinations, 
together with some tour operators, are studying the creation of interesting systems of 
"credit trips". The possibilities that credit cards offer have hardly been exploited. VAT 
cards in origin could facilitate the devolution of this tax, etc.

356
The following matrix can help to identify the weaknesses in a Sales System and help to 
improve its design. Numbers 1 to 10 of the matrix correspond to each one of the ten 
functions that influence the conductivity of the system.

357
The ten functions of the conductivity of the Sales System

1.-
Impersonal supply of basic information


2.-
Impersonal supply of detailed information


3.-
Personal supply of basic information


4.-
Personal supply of detailed information


5.-
Advice about the destination's products


6.-
Advice about places (clusters or micro-clusters) at the destination


7.-
Negotiation of the conditions of the rights of use


8.-
Reservation-purchase of the rights of use


9.-
Payment of the services


10.-  Connection with the post-sale service.


FUNCTIONS OF THE SALES SYSTEM AND THE PLACES/INSTRUMENTS
PRIVATE 

Place/Instrument

Function


1
2
3
4
5
6
7
8
9
10

Home
- Videotext
x
x









- Sales catalogue + Guide

x









- Brochure
x










- Newspapers
x










- Magazines
x










- Newspaper inserts

x









- Magazine inserts

x









- Mailing
x
x









- TV/Radio
x
x









- Telephone


x
x
x
x
x
x
x


- Group sales


x
x
x
x





- Personal sales




x
x
x
x



Hot spots
- Department stores
x
x
x
x
x
x
x
x



- Transport stations
x
x
x
x
x
x
x
x



- Book shops
x
x









- Newsagents
x










- Sports centres/Gymnasiums
x










- Beauty salons
x










- Motorway service stations
x
x
x
x
x
x
x
x




FUNCTIONS OF THE SALES SYSTEM AND THE PLACES/INSTRUMENTS (Continued)
PRIVATE 

Place/Instrument

Function


1
2
3
4
5
6
7
8
9
10

Intermediaries
- Travel Agents
x
x
x
x
x
x
x
x
x


- Exterior Representative Office
x
x
x
x
x
x
(x)
(x)
(x)
(x)

BTO
- Telephone


x
x
x
x
x
x
x


- Counter
x
x
x
x
x
x
x
x
x


- Mailing
x
x





x



- Informative meetings


x
x
x
x





- Personal sales






x
x
x


Service producers
- Telephone


x
x
x
x
x
x
x


- Mailing
x
x









- Counter
x
x
x
x
x
x
x
x
x
x

- Tourist information (stand)
x
x
x
x
x
x
x
x



Inform. Central (+Reservat. 2ª phase)
- Telephone


x
x
x
x
x
x
x
x

- Mailing
x
x





x



- Counter
x
x
x
x
x
x
x
x
x
x


FUNCTIONS OF THE SALES SYSTEM AND THE PLACES/INSTRUMENTS (Continued)
PRIVATE 

Place/Instrument

Function


1
2
3
4
5
6
7
8
9
10

Tourism Bureaux
- Telephone


x
x
x
x
x
x
x
x

- Mailing
x
x









- Counter
x
x
x
x
x
x
x
x
x
x

- Informative meetings


x
x
x
x





- Personal sales






x
x
x


Points of Information and Others
- Stand in large stores
x
x
x
x
x
x





- Stand in especialized trade fairs

  (Car, etc.)
x
x
x
x
x
x





- Video clubs
x
x









- Bus or coach at large events
x
x
x
x
x
x





- Home sales (Direct Mailing)
x
x





x



c)
Increasing the efficiency of the Post-Sales Service

358
This is another excellent opportunity to compete with an advantage in long-distance markets which has hardly been exploited.

359
A post-sale service does not exclusively mean a "post-consumption" service but a "post-purchasing" service. In reality, this can begin immediately after the reservation and/or payment and before the journey.

360
Its objectives are the following:

Objectives of the Post-Sale Service

· In origin (pre-consumption)
361
- Generate, in the consumer, a more positive attitude with respect to the destination and centre on his/her expectations.

362
- Show the consumer how to "use the product", that is to say, get the maximum benefit out of the rights of use s/he has bought.

· At the destination (consumption)
363
- Receive, attend to and see the client off.

364
- Transform him/her into a future seller.

· In origin (post-consumption)
365
- Monitor the level of satisfaction and obtain suggestions.

366
- Facilitate post-consumption benefits.

367
- Influence and administer his/her loyalty, repetition and recommendation.

368
Destinations can compete with an advantage in long-distance markets by improving their post-sale service. Thank-you letters for the purchase, pre-trip meetings with representatives from the destination, help in the airport of departure, on-board information, reception at arrival, welcome to the hotels, audio-visual presentations of the destination (at origin or destination), final contact of thanks and sounding-out of satisfaction, post-consumption meetings, etc., are all examples of the number of things that can still be done.
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