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Preface and Summary

As in previous years, the 2010 ITB Berlin Convention addressed the most important
issues affecting the structure of the global tourism and travel industry in a series of
lectures and panel discussions. This compilation unites the highlights of the conven-
tion in articles prepared by renowned professionals and scientists from the industry.
Readers may benefit from this comprehensive vision of the developments that are
shaping the structure of the global tourism industry today and in the future. This
book is indispensable for tourism and travel professionals as well as for academics
and students analyzing current global tourism and travel trends.

The first chapter describes the status quo of the tourism and travel industry. The
World Travel Monitor represents the world’s largest and most important travel
survey; it conducts interviews in over 50 countries worldwide. Rolf Freitag and
Dennis Pyka provide insight concerning data of worldwide and European travel
behaviour and travel trends that are dominating the market. The GfK Group, one
of the largest market research companies in the world, observes the booking be-
haviour in European travel agencies in real time. Stefan Nigg describes the latest
changes in the European tourists’ booking behaviour. During the financial and
economic crisis the travel behaviour in many countries may be described as
“closer, shorter, cheaper”. Ulrich Reinhardt investigates whether this trend will
continue during the economic recovery. Christoph B. Melchers and Patricia Moser
discuss the special aspect whether holiday-makers can relax at all in close-by des-
tinations or whether this requires a greater physical distance.

The second chapter deals with particular aspects of the global aviation industry.
Jirgen Ringbeck and Daniel Roska show the correlation between climate change
and air traffic. They report on the latest developments concerning emission trading
in air traffic. Airports are confronted with a lack of acceptance on the part of the
population. Ralph Beisel shows how airports can obtain the acceptance of the
population in the airport’s surroundings. A global mega trend among airlines is
described by Jay Sorensen. Based on the model of the low cost carriers, more and
more airlines are generating ancillary revenues through “a-la-carte pricing”. Jens
Flottau deals with the growing importance and new position of Air Berlin in
Europe.

The third chapter is dedicated to the hospitality industry. Andreas Walmsley
shows avoidance and adaptation strategies of the hospitality industry towards cli-
mate change. Andreas Reiter asks whether ecological leadership is a successful
strategy to open up the growing market of ecologically sensitive customers. David
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Ruetz and Macy Marvel analyse the market segment of budget hotels in detail.
They have collated a whole host of data on this booming segment. Geoff Marée
demonstrates how to stimulate innovations in the hospitality industry.

Chapter four deals with selected aspects of destination management. First,
Vural Oger shows the challenges touristic destinations have to face. Special atten-
tion is paid to the aspect of sustainability in destinations. Christoph Engl demon-
strates how professional brand management works by using the best practice ex-
ample of Southern Tyrol. Social media marketing is a globally present trend. Wolf-
gang Arlt and Jens Thraenhart investigate the Chinese source market and ask: Is
social media marketing also suitable for attracting Chinese tourists? It can be as-
sumed that tourism supports the fight against poverty in developing countries.
Ralph Kadel, Mirjam R&dl and Thomas Wollenzien examine the economic im-
pacts of tourism in Africa.

The fifth chapter deals with current issues of marketing management. Thomas
Helbing shows how a stronger individualisation of product and communication can
be successful in tourism. Thomas C. Wilde investigates social media applications
and their impact on journalism and public relations in the tourism industry. In
tourism, too, the luxury segment is of great importance. Klaus-Dieter Koch ven-
tures a prediction on the luxury segment’s future development. Successful market-
ing knows how to advance into new market segments and how to exploit them.
Thomas Bomkes shows how first movers operate in the market segment of gay
and lesbian tourism. Marcus Herntrei and Harald Pechlaner analyse the potential
role of the church as a partner for commercial offers in the market segment of
spiritual tourism. The overlap between spiritual tourism and health tourism is ex-
amined by Alexandra Graf.

Chapter six deals with business travel management. Stefan Vorndran tries to re-
solve the important question how business travel will look like after the financial
and economic crisis. Ewald Brochhausen has investigated that mobility costs are
frequently not ascertained reliably. His article encourages the usage of new meas-
urement concepts for mobility costs. Ernst-Otto Thiesing suggests approaches
measuring the return on investment of business trips. The popularity of events is
steadily increasing, but methods of event controlling are still in their infancy.
Stefan Luppold and Hans Riick report on the latest developments in research and
elaborate new controlling concepts.

The seventh chapter deals with the question whether corporate social responsi-
bility (CSR) helps or hinders the tourism industry. Michael Hopkins first explains
the term and the concept of corporate social responsibility. Results of an empirical
survey on customer expectations and supplier image conducted by the GfK Group
are presented by Wolfgang Adlwarth. Christoph Willers and Agata Kulik investi-
gate the often-perceived phenomenon of companies preferring “greenwashing” to
understanding CSR activities as an extensive strategy. The correlation between
money markets and CSR is examined by Tobias Luthe and Markus Schuckert.

Chapter eight sees beyond the end of the tourism industry’s nose. Monika
Matschnig underlines the importance and workings of body language, often un-
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derestimated in the internationally characterised tourism industry. Lenny Ravich
and Avi Liran show the vast importance of another human means of expression,
humour, for the quality of service products.

This work could not have been achieved without the remarkable dedication on
behalf of the authors, who for the most part have taken on executive positions in
the tourism economy. Special thanks go to Pia Viehl and Katrin Tittel from the
Department of Tourism and Transportation, Worms University of Applied Sci-
ences. They tirelessly dedicated themselves with extraordinary commitment, re-
markable skill and well-founded expert knowledge to ensure timely publication of
the work. In the process they never lost sight of our high quality standards and
were thereby instrumental in the success of the work. Without their contribution,
this work would not be in your hands now.

Our thanks also go to the team of highly competent and reliable translators of
the Mainz/Germersheim University led by Hans-Joachim Bopst, including Colleen
Chapman, Prajakta Kuber, Dominique Uwira, Dorthe Wolterman, Carolin Ober-
maier, Simone Riga, Jennifer Turner, Caitliona Gallagher and Kevin Walker Smith.

Frankfurt/Berlin, October 2010 Roland Conrady
University of Applied Sciences Worms

Martin Buck
Messe Berlin
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New Data on Tourism and
Changing Travel Behaviour






Status Quo and Forecasting World and
European Tourism

Rolf Freitag and Dennis Pyka

1 Introduction

This report is based primarily on the 2009 results of IPK International’s World
Travel Monitor — the continuous tourism monitoring system that was set up 22
years ago. IPK now conducts more than half a million representative interviews a
year in 60 of the world’s major outbound travel markets — 35 in Europe, 15 in
Asia and 10 in the Americas — representing an estimated 90 % of world outbound
travel.

The interviews — more than 6 million of which have now been undertaken since
1988 — are designed to be comparable from one year and from one market to an-
other, and to yield information on market volumes and sales turnover, destina-
tions, travel behaviour, motivation and satisfaction, travellers and target groups,
recent tourism trends, and short- to medium-term forecasts.

The report offers an overview of trends in world tourism, the European out-
bound market and finally, the report includes a summary of IPK International’s
view of the prospects for travel and tourism in 2010, based in large part on its
Travel Intentions survey conducted at the start of the year.

2 Overview of World Tourism in 2009

2.1 Global Outbound Trends

The world travel and tourism industry has had an easy life in recent years. In a
growing market, there is room for everybody, and scope for everybody to make
profits, and the travel and tourism sector was growing faster than most.

But in 2009 the industry came down to earth with a bump. The global economy
is always subject to downturns, yet in recent years a downturn in the general
economy meant, for the travel and tourism industry, merely a pause in growth.
This time it was different. Not since the World Travel Monitor was launched have
we seen a worldwide decline on this scale.

R. Conrady and M. Buck (eds.), Trends and Issues in Global Tourism 2011, 3
Trends and Issues in Global Tourism, DOI 10.1007/978-3-642-17767-5 1,
© Springer-Verlag Berlin Heidelberg 2011



4 Rolf Freitag and Dennis Pyka

Nor has it been easy to make sense of what is happening and therefore to pre-
pare for what might be coming next. The scale of the financial crisis, which came
to a head with the collapse of Lehman Brothers in September 2008, and its after-
math changed the whole pattern of global economic development:

e It was evident that the world economy could not handle the harsh financial
conditions and reacted with a decline in asset values, a severe credit crunch
and a general loss of confidence — but for how long would these reactions
persist?

e Governments reacted with huge stimulus packages like financial assistance
for banks and lower income taxes. What effects would these have on the
patterns of business and consumer behaviour? When would they re-impose
more normal levels of interest rates? Indeed, what might be the appropriate
‘normal’ levels of interest rates?

Worldwide, arrivals fell by 4 % in 2009, overnights by 7% and spending by 9 %,
bringing a dramatic loss in profitability (and some bankruptcies and ‘down-
sizings’) among airlines, hotels, tour operators and travel agencies.

7 growth = Growth in trips (%) Index
12 Index (1995 = 100) 180
10 + 4170
8+ 1 160
6T 1 150

41
1 140

ol 4 120
al 1+ 110
-6 100

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Fig. 1. World outbound tourism performance, 1995-2009

Source: World Travel Monitor, IPK International

The total figures for arrivals cannot be strictly compared with the World Tourism
Organization’s (UNWTO’s) estimated 880 million arrivals in 2009 — since this
figure includes same-day trips and arrivals by children under the age of 15, as well
as cumulative arrivals in several countries visited on one trip. But the 4 % decline,
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to some 664 million, should be seen against average increases of 7% in 2004—
2007 and 4 % in 1995-2008.

According to its own specific measure — which includes total spending related
to a trip — the World Travel Monitor suggests that expenditure last year fell by 9 %
to €730 billion — €112 per night and €1,100 per outbound trip.

To quote IPK, the reason for the tourism crisis was not lack of interest, nor lack
of demand, but simply a lack of buying power coupled with low travel confidence.

2.2 Inbound Overview

The situation was very much worse in the first half of 2009, when arrivals world-
wide were typically down by 8-10% on the same months of 2008. By the latter
months of 2009, in contrast, they were typically up slightly on the same periods in
2008.

This apparent improvement is of course very largely illusory: the figures for the
first months of the year are calculated on extremely good figures in the corre-
sponding months in 2008, and those for the last months of the year are calculated
on figures for 2008 which were already falling very quickly.

However, the numbers do show at the very least a stabilisation around a lower
level of travel activity, and may well show a transition into a recovery phase. The
next few months will tell.

% change in world arrivals on same month in 2008
4
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Fig. 2. World tourism performance by month, 2009
Note: the figures for March and April were affected by the timing of Easter in 2008 and 2009
Sources: World Travel Monitor; World Tourism Organization (UNWTO)
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Africa was the only region to escape largely unscathed from the downturn in
travel demand (although the numbers involved are still relatively small). Europe
showed the weakest performance in both 2008 and 2009.

These figures show the averages for each year as a whole, which is not always
the best way of illustrating the trends. For instance, the relatively mild decline for
Asia Pacific (including West Asia/Middle East and Central Asia) disguises very
big declines in the first half of 2009 and extraordinarily strong recoveries in the
second half of the year, just as in 2008 the weak average disguised a very strong
performance in the first half of the year and an early reversal.

Few sub-regions departed far from the averages for their regions as a whole.
Southeast Asia did relatively well, partly because of the strength of some econo-
mies in the region (notably Indonesia), and partly because some countries (espe-
cially Thailand) were recovering from poor performances in earlier years.

The Caribbean also turned in a relatively good performance, perhaps because it
is more devoted to leisure than to business tourism (which has been worst affected
by the economic climate). And some countries in South America have also been
doing well.

The decline in arrivals tells only part of the story. Spending per traveller was
also down, compounding the damage to the industry. Smith Travel Research re-
ports that revenues per hotel room fell by 26 % in Asia Pacific, 19 % in North
America and Europe and 15% in the Middle East. The following graph shows
IPK’s estimates of total industry revenues in the destination regions which are down
14 % in the Americas, 10 % in Europe, 7 % in Asia-Pacific — and up 3 % in Africa.

% change in international arrivals
10 02007 m@2008 m2009|

g 1| —

o NN~ O

[y Ty g T

Americas Asia Pacific Europe Africa World

Fig. 3. Growth in international inbound tourism by region, 2007-09
Note: Asia Pacific includes West Asia/Middle East and Central Asia
Sources: UNWTO; World Travel Monitor, IPK International
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Fig. 4. Industry turnover by destination region, 2009

Source: World Travel Monitor, IPK International

3 European Tourism in 2009

3.1 Overall Travel Demand

In 2009 European adults aged 15 years and over made 395 million trips abroad of
a minimum one night’s stay, according to IPK International’s European Travel
Monitor — 6 % less than in 2008. Nights spent abroad fell by 12 % to 3.5 billion,
and spending fell by 13 % to €331 billion.

There was an improvement in the figures as the year progressed, but this im-
provement was less marked than in the rest of the world. In the first four months

Table 1. European outbound travel, 2009

% change
2009 on 2008
Trips (mn) 395 -6
Overnights (mn) 3,500 -12
Average length of trip (nights) 9 -5
Spending (€ bn) 331 -13
Spending per trip (€) 837 -5
Spending per night (€) 97 1

Source: European Travel Monitor, IPK International
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of the year, outbound trips among Europeans fell by 10 %, compared with 8 % in
world markets overall. In May to August trips were down 5 % in both Europe and
the world. But in the last four months of the year, while trips were slightly up in
the world as a whole, they were still down 3 % in Europe. And one needs to re-
member that Europe accounts for a significant share of all outbound trips taken
worldwide: a comparison between Europe and the rest of the world would show
even larger differences.

T
M O © o A~ M O N

O World mEuropel—]

'
—_

Jan-Apr May-Aug Sep-Dec

Fig. 5. European outbound travel trend by season, 2009 (% annual change in no. of trips)

Source: European Travel Monitor, IPK International

3.2 Purpose and Length of Trip

Holidays (including short breaks), which generated 71 % of all European out-
bound trip volume in 2009, have been the main drivers of growth in recent years.
Although the overall number declined last year, in line with the trend for overall
outbound travel, the holiday trip volume fell less significantly than trips related to
other segments.

Table 2. Purpose of travel by Europeans, 2009

Trips % market % change

(mn) share 2009/08
Holiday 280 7 -5
VFR & other leisure 56 14 -10
Business 59 15 -8
Total trips 395 100 -6

Source: European Travel Monitor, IPK International
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In spite of the much-publicised increase in social and employment mobility in the
enlarged European Union, visits to friends and relations (VFR travel) have not
been growing. Indeed, after declining by 4 % in 2008, VFR trips were down a fur-
ther 10 % last year.

Corporate travel has been particularly badly affected by the financial crisis, as it
is illustrated by the widely publicised collapse in premium-class air travel. Com-
panies in Europe — as in other mature travel markets — reacted quickly to the fi-
nancial and economic crisis by curtailing business travel and business trips, which
declined by 8% in 2009. There is a feeling that this will prove an enduring trend,
as firms take advantage of new video-conferencing and other communications
technologies to reduce the costs, in cash, time and stress, of physical travel.

The reluctance of European families to sacrifice their summer holidays is
shown by the relatively good results for sun & beach holidays in 2009. The num-
ber of trips was down only 3 %. More surprising, given the notion that people
were willing to sacrifice their secondary holidays, city trips and events also held
up relatively well, in spite of a shortage of (sporting) mega-events in 2009.

Touring holidays, which had been doing exceptionally well in recent years, fell
by 14 % last year, and countryside holidays, which had turned down earlier, con-
tinued to slide.

The number of trips of one to three nights — the most dynamic part of the Euro-
pean market in recent years — had risen by 9% in 2008 after faltering in 2007.
They rose by a further 1 % in 2009, resulting in a slight increase in market share,

Table 3. European outbound holiday travel trends for selected segments, 2007-09

% annual change

Type of trip

2007 2008 2009
Sun & beach 6 5 -3
City breaks & events 5 5 -3
Touring 15 14 -14
Countryside 9 2 -6

Source: European Travel Monitor, IPK International

Table 4. Short breaks/trips versus long trips, 2009

Total (mn) % of trips % change 2009/08
Short breaks (1-3 nights) 110 28 1
Long trips (4+ nights) 285 72 -10
Total trips 395 100 -6

Source: European Travel Monitor, IPK International
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to 28 %. Meanwhile, the number of longer trips of four nights and more fell by
10 % to 285 million, or a share of 72 %.

The growth in short breaks was in many ways surprising. But these results
would suggest that some Europeans continued to increase their short-break trips at
the expense of their annual holidays.

Given the long-running growth in airline travel (sustained in recent years by
low-cost airlines), the lack of growth in 2008 and the sharp decline (-8 %) in 2009
came as a shock to the system. The low-cost airlines (LCCs) did manage to in-
crease their share of the overall market, but travel by traditional/legacy carriers
suffered badly — reflected in the 4 % decline of trips costing less than €150 return
and the 9 % drop of trips costing more.

Although travel by rail, ferry and cruise had done very well in the last few
years, these also suffered heavy declines in 2009. The most affected was travel by
coach, which declined by 19 %. Since coach travel had not generally shared in the
prosperity of recent years, this decline is calculated on figures which were already
relatively weak.

The only mode of transport not to suffer in 2009 was travel by car. Overall,
travel by land increased by 2 % in 2007 and 3 % in 2008, before declining by 4 %
in 2009.

Table 5. Mode of transport for European outbound travel, 2007—09

% annual growth

2007 2008 2009
Air 8 1 -8
- Low fare 13 4 -4
— Other 6 -3 -9
Car 1 3 1
Coach 2 1 -19
Train 10 6 -6
Ship 3 7 -15

Source: European Travel Monitor, IPK International

In general demand for long-haul (i. e. interregional) destinations faltered in 2008,
but this was temporarily disguised by a double-digit increase in trips to the USA
due to the cheap dollar for most of that year. With the revival in the value of the
US dollar, this factor was taken out of the equation in 2009. Long-haul trips were
down by 10 %, while short-haul trips fell by ‘just’ 5 %.

It is important to note that popular destinations in the southern Mediterranean —
such as Egypt, Morocco and Tunisia — are counted as short-haul/intra-regional
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Table 6. Short- versus long-haul travel out of Europe, 2009

% market % annual

Trips (mn) share change 2007 2008 2009
Short-haul 348 88 4 2 -5
Long-haul 47 12 8 3 -10
Total trips 395 100 5 2 -6

Source: European Travel Monitor, IPK International

destinations out of Europe by the World Travel Monitor, while in UNWTO’s sta-
tistics they would count as long-haul destinations. By IPK’s definition, short-haul
trips account for as much as 88 % of total outbound European trips.

3.3 Major Source Markets

Germany and the UK continue to be Europe’s leading outbound travel markets,
but after a 12 % decline in trips out of the UK in 2009, Germany’s lead is now big-
ger. This is in contrast to the trend over the past decade. Among the top seven
markets, Russia and Spain also suffered relatively heavy declines last year, while
Germany, the Netherlands and Italy suffered more modest falls. Only the French
market did not shrink significantly.

70 1 percentage change

60 ﬁzoog/os |
50 4

40

{}

5L T a0
20 4

0 4

Germany France Netherlands Italy Russia Spain

Fig. 6. Leading European outbound travel markets, 2009 (mn trips and annual percentage
change)

Source: European Travel Monitor, IPK International
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3.4 Major Destinations

The top ten destinations for European travellers are all within Europe, with the ex-
ception of the USA, in ninth place. They fared very differently from one another
in 2009: Spain, France and the USA recorded double-digit declines, and the UK,
with an 8 % drop, lost one place in the ranking.

The 12 % decline in trips to the USA is perhaps not surprising, given the ex-
traordinary increase in trips to that destination last year and the recovery in value
of the US dollar. The poor performance of the UK came in spite of the weakness
of sterling, and can be attributed largely to the weakness of business and of long-
haul travel in 2009 — both are unusually important to UK inbound tourism.

In contrast to the trend in the western Mediterranean — the tried and tested fa-
vourite European holiday destinations — countries on its eastern shores and on the
Adriatic performed rather better. Croatia suffered only a 1% decline and Turkey
actually showed positive growth, albeit of a modest 1 %.

Spain, and to a lesser extent Italy, are suffering from a continuing loss of price-
competitiveness against emerging competitors in the Eastern Mediterranean and
North Africa.

percentage change
ﬁ 2009/08 L

Spain  France Germany ltaly Austria UK Turkey  Greece USA  Croatia

Fig. 7. Leading destinations of European outbound travellers, 2009

Source: European Travel Monitor, IPK International

More generally, European travel to Northern, Western, Central/Eastern and South-
Western Europe declined in 2009, but on the other hand travel to South-Eastern
Europe (i. e. to the countries of the former Yugoslavia and Turkey) did relatively
well.
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3.5 Booking Patterns

Package holidays, including dynamic packages — tailor-made trips sold online as
complete or partial package holidays — became victims of the crisis in 2009.

There was also a 20 % drop in ‘turn up and go’ travel, with nothing booked in ad-
vance. ‘Transport only’ pre-bookings rose by 20 % (reflecting the search for bargain
prices and an unwillingness to be surprised by prices at the airport), raising their
market share from 16 % in 2008 to 22 % in 2009. There was a 4% decline in ac-
commodation-only pre-bookings and a 6 % decline in accommodation and transport
bookings, but their market shares remained approximately unchanged.

Breakdown of trips and annual % growth in 2009

Nothing in advance
23%

Accommodation &
transportation
41%

Transportation only
22% Accommodation
14%

Fig. 8. Europeans’ advance bookings for outbound trips, 2009

Source: European Travel Monitor, IPK International

Table 7. European online travel for holiday trips, 2007-09

% of holidaymakers % increase

2007 2008 2009 2009/08
Use of the internet 50 56 60 1
Bookers 36 4 48 11
Lookersd 14 15 12 -15
No use of internet 50 44 40 -12

* Use of the internet to research travel options, but not for booking

Source: European Travel Monitor, IPK International
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The proportion of holiday trips booked with the help of the internet exceeded
those booked without for the first time in 2008, and the trend continued apace in
2009. The focus of growth is now firmly on trips actually booked (if not paid for)
online, which rose by 11 % in 2009, in spite of the decline in travel.

The use of the internet for arranging holiday travel continues to rise: the num-
bers of holidaymakers using the internet rose by 1% in 2009, while those not us-
ing the internet fell by 12 %. Moreover, the numbers of people actually making a
booking over the internet rose by 11 %, while those gathering information about
their holiday trips, but not actually making a booking, on the internet fell by 15 %.

4 Looking Forward

41 Economic Recovery

2009 was arguably the worst year in the recorded history of the travel and tourism
industry, not to mention one of the worst for the world economy overall. But op-
timists believe the public stimulus measures taken in 2009 were successful and
that they have created the groundwork for a long-lasting recovery. Initial GDP
growth rates from late 2009 would seem to substantiate this argument.

However, as pointed out by Rolf Freitag at ITB Berlin, Harvard Professor Ken-
neth S. Rogoff — Chief Economist at the International Monetary Fund (IMF) in
2000-03 — has said: “Quite often, bank crises are followed two, three years later
by national bankruptcy.”

World markets have their eyes on countries with very high public-sector defi-
cits, including Ireland (15 %), the UK (13 %), Greece (12 %), Spain (11 %) and
Portugal (6 %). These figures compare with 5% in France and Germany and 3 %
as the supposed maximum allowed under the Maastricht Treaty rules for Euro
zone members. Moreover, the New York economist Nouriel Roubini feels that
“the US government is sitting on a ticking time bomb”. These concerns about the
pace of economic recovery in certain key travel source markets are seen by pessi-
mists as a bad sign for the prospects of travel and tourism in 2010 and even 2011.

As some experts believe, it is only when the tide goes out that you can see
who’s been swimming naked — and some 60 countries around the world currently
seem to be doing just that, according to IPK. So it is hardly surprising that quite a
few pessimists think the bank debt crisis will be followed by a long-lasting public
debt crisis.

Will 2010 thus be a year of unpleasant truths? Looking at the trends in con-
sumer and business confidence, comparisons with past recessions suggest that we
have moved through the late phase of an economic downturn, when current eco-
nomic indicators are still deteriorating and expectations are weak, into one where
the indicators are improving and expectations are rising rapidly. But there is no
guarantee this time that we are following the ‘usual pattern’, or even that such a
concept can ever be trusted.
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There has been plenty of talk about U-shaped, V-shaped, W-shaped and every-
other-shaped outcomes for the recovery. Some believe that the UK, for example,
will show an L-shaped one (i. e. no recovery at all in the foreseeable future). But
for Europe overall, the Ifo Institute in Munich expects two more years of flagging
global growth — perhaps even a square-root shaped recovery.

Even a positive outcome implies that we will see more inflation for some years
to come, eventually resulting in rising travel prices. Alternatively, with an unfa-
vourable outcome, we might be in for a long period of deflation and economic
stagnation.

World GDP fell by 1% in 2009, according to the IMF, and is currently forecast
to increase by just over 3.1 % in 2010. The recovery will be driven by the emerg-
ing markets, especially China. Europe and North America are limping along be-
hind and are not yet back to sustainable growth.

Given all the different factors contributing to the current situation, IPK Interna-
tional’s assumption based on forecasts by the economic experts is that there is a
40 % chance the stimulus packages will yield a solid recovery, a 30 % chance that
the banking debt crisis will be followed by public debt crises, and a 30 % chance
of something in between — i. e. a modest recovery in most developed markets, ac-
companied by debt crises in a few countries, undermining their economies. But
what would this mean for European and world travel and tourism?

4.2 Prospects for Travel and Tourism Demand

For the moment, European outbound travel is far short of its peak levels: trip vol-
umes in 2009 were back to their levels in 2006-07 and spending fell back to its
2004-05 level. And, overall, there are no clear signs of a self-sustaining, long-
term recovery in European outbound travel demand.

As was the case through 2009, the World Travel Monitor’s latest survey wave
(carried out in January 2010) included a section on travel intentions over the com-
ing 12 months. The sample base represented all those in 23 major countries of ori-
gin who had travelled abroad in 2009. The results suggest the situation is improv-
ing, but with widely differing prospects for the outbound markets of Europe, the
Americas and Asia Pacific.

Asked whether the financial crisis is continuing to affect their travel behaviour,
66 % of Europeans replied “No” and 34 % said “Yes”. By comparison, in Septem-
ber 2009, 52 % replied “Yes”. Of those who replied in the affirmative, 14 % said
they planned to take a less expensive trip; 10 % said they would spend less money
at the destination, and only 7 % admitted that they might not take a trip in 2010,
planning instead to travel in 2011.

Overall, IPK’s European Travel Confidence Indicator for 2010 (where 100
would be neutral) stood at 98, although this average masks wide variations from
one market to another. In the most positive travel source country (undisclosed by
IPK), the index was 120 while it was a mere 88 in the country with the lowest con-
fidence level.
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Fig. 9. European outbound travel and spending, 2000—09 (2000 = 100)

Source: European Travel Monitor, IPK International

Yes, and may be even more often 25

Yes, as often as within the last 12 months 44

Yes, but may be less often 17

Probably not 14

0 5 10 15 20 25 30 35 40 45 50

Fig. 10. European outbound travel intentions in 2010 (% of respondents)

Source: European Travel Monitor survey, January 2010

Taking all these latest figures into account, IPK’s forecast for European outbound
travel in 2010 is for something between a 1% increase and a 1 % decline in trips,
with little expectation of price rises in the current climate.

Among North Americans, who were asked the same question about the effect
of the financial crisis on their behaviour, 42 % replied “No” and 58 % “Yes” —
only slightly better than the 65 % who replied “Yes” in September 2009. Of these,
38 % said they planned to take a less expensive trip and 24 % that they would
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Fig. 11. North American outbound travel intentions in 2010 (% of respondents)

Source: World Travel Monitor survey, January 2010

spend less money at the destination — much higher proportions than in Europe.
Moreover, 23 % said they would travel in their home country rather than abroad,
and 26 % that they would probably not travel in 2010.

Overall, IPK’s Travel Confidence Indicator for North America is 88 — ten
points weaker than Europe’s, but on a par with the European source country show-
ing the lowest confidence level. IPK expects North American outbound travel to
decline by 5 % in 2010.

The major factor in Asia Pacific influencing travel and tourism forecasts for
2010 is the extraordinary progress of the Chinese economy, and the question is to
what extent the whole region (not to speak of Europe) can ride on the coat tails of
this progress. It seems that in Southeast Asia (in spite of the prosperity of large
parts of this sub-region) the impact of the crisis remains as high as it is in North
America, while in China the travel mood is better than ever before.

In January 67 % of Asians, when asked whether the financial crisis would affect
their behaviour, replied “No”. The remaining 33 % replied “Yes” — but the equiva-
lent response was only 14 % in China.

Some 20 % of Asians said they planned to take a less expensive trip this year
and 24 % that they would spend less on food, shopping, etc. A further 12 % said
they would probably take a shorter trip, and 12 % that they would not travel at all.
IPK therefore puts its Travel Confidence Indicator for Asia at 103 — and somewhat
higher in China — expecting Asian outbound travel to increase by 4 % this year.

As the global travel and tourism industry approaches the season of peak de-
mand (at least for northern hemisphere source markets), advance bookings appear
to be picking up and some segments are doing better than the January 2010 projec-
tions anticipated. But it is early days yet.

Capacity is still well down, airlines remain in difficulty, new threats like strikes
are entering the equation, and there continue to be uncertainties — such as the im-
pacts of tougher visa restrictions and airport security measures.
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Fig. 12. Asian outbound travel intentions in 2010 (% of respondents)

Source: World Travel Monitor survey, January 2010

As for oil, and therefore fuel prices, the oil producers may find it difficult to raise
output rapidly in response to emerging market demand, since investments were cut
back in 2008-09.

Simmering civil unrest and political tensions in some parts of the world are a
continuing cause of concern, and natural disasters such as storms, earthquakes and
floods are always possible, if not probable.

But if this crisis has taught us anything, it has shown that crisis is the best time
for innovation. So at the dawn of this new decade, the industry can look forward
to exciting times as all travel and tourism stakeholders look to gain competitive
edge by adapting their tourism products and services to meet the fast-changing, if
constantly elusive, marketplace.



Changing Travel Booking Patterns in European
Travel Agencies

Stefan Nigg

1 Introduction/Methodology

The year 2009 was characterized by the consequences of the worldwide financial
Crisis.

Many consumers worried about the safety of their jobs in the future, which be-
came explicit by very cautious spending habits.

The following article outlines which impacts the crisis had on the booking hab-
its of holiday-makers.

This evaluation is based on results from GfK Travel Insights, the tourism panel
of GfK Retail and Technology GmbH, which is now available in six countries,
namely Germany, the UK, Italy, France, the Netherlands and Russia. The informa-
tion source for this instrument are booking arrangements made at travel agencies
with a focus on leisure travel, i.e. the suppliers of these data are a representative
selection of travel agencies who have agreed to make all their bookings available
on a weekly or monthly basis. In Russia and the UK, additional data are received
from tour operators which can also be evaluated.

The size of the sample in these six countries is approximately 7,500 travel
shops and, to give a picturesque example — the German sample consists of 1,200
representatively chosen travel agents who supply around 80,000 data sets per
week, that is around four million data sets per year. This high annual total permits
a very precise measurement of booking trends in very short reporting intervals
(monthly or even weekly).

2  Traces of the Crisis in Booking Habits

2.1 Overall Booking Trends

A look at fig. 1 makes it clear that in particular in Italy but also in the UK a nega-
tive booking trend was registered in the winter season 09/08, in contrast to Ger-
many, where still a 5.4 percent plus could be established. This was due to strong

R. Conrady and M. Buck (eds.), Trends and Issues in Global Tourism 2011, 19
Trends and Issues in Global Tourism, DOI 10.1007/978-3-642-17767-5_2,
© Springer-Verlag Berlin Heidelberg 2011



20 Stefan Nigg

business months in terms of booking in July and August for the beginning of the
winter season, when the financial crisis had not yet reached the awareness of the
consumers. Of course the summer season that followed was characterized by a
negative trend in all countries, and equally the successive winter season and the
start into the new summer season 2010. The economic recovery at the beginning
of the year 2010 was associated with a recovery in bookings, visible especially in
the UK but also in Germany.

GfK Travel Insights

Sales Value +/- %
Last 3 Seasons and Current Year

Summer Winter 08/09 Summer Winter 09/10vs ~ Summer 10 vs
08 vs 07 vs 07/08 09 vs08 08/09 until Jan 09 until Jan
5.4
21 -0.1
GERMANY  e—— ’
-2.8 -
-7.8
UK 1.5 3.2
-6.8 -7 -5.9
ITALY
-6.5 e 101 7.2
-16.7 ’
NETHERLANDS -—'
-8.3
-13.1

Fig. 1. Growth rates per country
Source: GfK-RT, www.gfkrt.com

Yet the booking rates differ in that the consumer refuses to fix himself as early as
in the past years. Although attractive early booking discounts were around, he
considered the economic background as insecure and especially worries about los-
ing the job let him make a short-time decision to go on a holiday rather than book-
ing early.

There, however, it has to be considered that booking habits differ per country
(cf. fig. 2). While in the UK, but also in Germany or in the Netherlands, people
tend to book very early, consumers in France and Italy and in particular Russia
resolve rather shortly to go on vacation.
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TRAVEL INSIGHTS

Sales Value %
Summer 09
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Fig. 2. Booking seasonality
Source: GfK-RT, www.gfkrt.com

TRAVEL INSIGHTS
Sales Value %
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Fig. 3. Number of persons

Source: GfK-RT, www.gfkrt.com
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2.2 Specific Changes of Booking Habits
Families vs. Singles and Pairs

Effects of the financial crisis led to hesitancy about travel booking especially
among families. In Germany and the UK, the rate of bookings for three persons
and more has developed weaker than the average (see fig. 3).

A Tendency to “All Inclusive” and “Flexible” Stays

Two-week holidays are still prevailing especially in the UK, but also in Germany.
Over 40 percent of all expenses in the UK, and one-third in Germany, are covered
by this period of stay. In the other countries, by contrast, a holiday of one week
has far more importance (cf. fig. 4).

Yet, even here, consumer habits are subject to change. In Germany, for exam-
ple, the importance of a holiday of 8—13 days is on a rise (see fig. 5).

For destination areas this means that flight connections have to be provided at
different days of the week in cooperation with airlines in order to meet the con-
sumers’ need for flexibleness. Besides Egypt, especially Turkey is registering the
steepest increases in this segment at the moment.

TRAVEL INSIGHTS

Sales Value %
Summer 09

UK DE NL IT FR RU

I 0 -6 nights
Il 7 nights
[l 8-13 nights
[0 14 nights
[l 15+ nights

Fig. 4. Duration
Source: GfK-RT, www.gfkrt.com
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TRAVEL INSIGHTS
Sales Value %
Summer 09
Su 07 su 08 SU 09 su 09 SuU10
—Jan 09 =Jan 10
Su 07 Su 08 SU 09 Su 09 Su10
=Jan 09 =Jan 10

Fig. 5. Duration: development 8—13 nights
Source: GfK-RT, www.gfkrt.com

Another aspect which is accountable for the temporary positive development of
both destinations is the high proportion of All Inclusive offers in both countries.
This is a way of structuring the total expenses for a holiday, and the travel budget
is not further encumbered by additional spending for meals.

Mounting Pressure on Prices

The decline in demand caused over-capacities and led to increasing pressure on
prices. The example Germany demonstrates, that the continuous price rise of the
past was interrupted and has been retrograde since January 2010 in terms of book-
ings for the winter and the summer season alike (see fig. 6).

The same trend can be observed in all destination regions. Whether long haul,
earthbound or to the Mediterranean, the negative price trend recurs everywhere.

Opportunities of Growth Even in the Luxury Segment

There are reasons to conjecture that the fear of losing the job allied with the sav-
ings trend in tourism might lead to profits for destinations which are not so far
away. However, even though trends of this kind become visible indeed, a not un-
derestimated percentage of the population is really in a position to afford a more
luxurious vacation.

A good proof of this is the rising attractiveness of cruises (cf. fig. 7).
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GfK Travel Insights
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Fig. 6. Price development tour operators’ bookings (Germany)

Source: GfK-RT, www.gfkrt.com
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With an increase rate of 33 % in Germany, this segment represents a paramount
growth area in tourism. The importance of cruises in Germany is still small with a
3.4 percent share in total value in comparison with other countries. In the UK, al-
ready one-tenth of the overall spending for holidays are covered by cruises with a
rising tendency in the market, and in Italy, cruises account for over 17 percent.

3 Conclusion

The worldwide crisis has led to a change in consumer habits. All in all fewer
bookings were arranged and the holiday trip is booked less in advance than it used
to be in the past. Families tend in particular to save money on a holiday. The con-
ventional two-week holiday is losing importance, while flexible stays from 8§ to 13
days are on a rise. “All-inclusive” is gaining importance because of expenses
which can be calculated in advance and because of a good price performance ratio.
Despite this, growth segments can be found in the upper price level even in days
of crisis, as “cruises” can show for example.






Closer, Shorter, Cheaper: How Sustainable Is
This Trend?

Ulrich Reinhardt

The average German’s current approach towards travelling can be described in the
following way:

Closer, shorter, cheaper — the main thing is: getting away from home.

Especially during times of crisis most of the German’s saving behaviour is
threefold: Staying in their home country for the holidays is becoming more popu-
lar, the length of each trip is becoming shorter and less money is being spent at the
destination. But before they have to end up spending the best weeks of the year on
their balcony many travellers prefer a modest holiday. The holidays are still very
important to the Germans and they prefer to cut expenditure on other things, for
instance weekend activities or electronic devices.

Still it is evident that less than half of all Germans travelled for 5 days or more
in the last season (49.5 %). Compared to the last five years this figure has dropped
by three percentage points (2004: 53 %) — compared to the first BAT tourism
analysis from 1984 the share has even fallen by more than ten percentage points
(1984: 60 %). The main cause for this is an almost dramatic schism in society. Go-
ing on a trip is no longer within everybody’s means. This is underlined by a town
and country comparison: 54 per cent of the urban population went on a holiday,
but less than half of the rural population travelled (46 %). Differences can be
found even within the vocational groups: Four out of five civil servants treated
themselves to travel (80 %), which is almost double the figure of the workers
(41 %). There is a yawning gap with regard to income: those earning more (net
household income above 3,500€) went on holiday as a matter of course. To three
quarters of them the annual journey was virtually mandatory (74 %) and almost
two-fifths (39 %) of this income bracket treated themselves to two or more trips.
Those earning less (net household income below 1,000€) can only dream of this:
Only one out of five (20 %) could afford a holiday.

For the record: A two-class society has developed, creating a mobile and an
immobile class. One part of society gives more thoughts to possible destinations
than travel budget — but this part gets smaller and smaller.

R. Conrady and M. Buck (eds.), Trends and Issues in Global Tourism 2011, 27
Trends and Issues in Global Tourism, DOI 10.1007/978-3-642-17767-5_3,
© Springer-Verlag Berlin Heidelberg 2011
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A trip lasting at least 5 days has been undertaken in 2009 by:

Total Population I 50

Civil Servants ) 80
Workers 141

Top Eamers ) 74
Low Eamers 1 20

Juveniles ) 62
Pensioners ) 45

Urban Population | 54
Rural Population 146

Graduates ) 77
Finishers of the "Haupt-/ Volksschule" * ) 38

* Offers Lower Secondary Education after 9 years of school

Fig. 1. Travel intensity in 2009. Two-class society: mobile and immobile

Source: Representative survey of 4,000 people over 14 years in Germany in 2010, Founda-
tion for Future Studies

1 Closer: Domestic and Outbound Destinations
in 2009

1.1 The Domestic Destinations in 2009

Germany remains by far the most popular destination of its citizens. Almost two
out of five trips (37 %) took place between Flensburg (the most northern city) and
Garmisch-Partenkirchen (in southern Germany). This development is enhanced
especially by demographic transition. During the period from 2000 to 2009 the
share of the people over 50 among those who travel within Germany increased by
two percentage points. Investigating the total numbers makes clear how important
the “best-agers” are to domestic tourism in Germany. Whereas 6.4 million older
people travelled within the borders of Germany in 2000, there were more than 7
million in 2009. As society grows older it will change the travel industry with a
lasting effect. The senior citizens of tomorrow are experienced travellers and ex-
pect more than sun, fun and sand. They expect an added value to their holiday:
service and quality, communication and sociability, comfort and atmosphere — soft
factors that make them forget the time and enjoy their holiday are sought for and
expected by the elderly travellers.
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The shares of the top destinations in Germany have fallen recently. Bavaria’s
share dropped to 8.1 per cent (2008: 8.7%) and Mecklenburg-Vorpommern’s
share dropped to 6.8 per cent (2008: 7.3 %). The Léander at the coast, Schleswig-
Holstein (5.7 %) and Lower Saxony (4.3 %) remained constant. The highest in-
crease in its share could be achieved by Baden-Wiirttemberg with its attractions in
the Black Forest and near Lake Constance (from 2.9 % in 2008 to 3.7 % in 2009).

The most popular destinations visited in 2009 (each out of 100 travellers):
Tendency

Bavaria ' 8.1 ~
(Allgaeu, Alps efc.)

Mecklenburg-Vorpommern ' 6.8
(Baltic Sea with islands, lowland plain
with lake district etc.)

S
Schleswig-Holstein ‘ 5.6 <::>
&
&

(North and Baltic Sea etc.)

Niedersachsen ‘ 43
(North Sea with islands, Harz
Mountains etc.)

Baden-Wiirttemberg ‘ 3.7
(Black Forest, Lake Constance
etc.)

Fig. 2. Domestic destinations in 2009. Black Forest climber one of the season

Source: Representative survey of 4,000 people over 14 years in Germany in 2010, Founda-
tion for Future Studies

1.2 Outbound Destinations in 2009

Spain remains the most popular destination to the Germans. More than every
eighth journey (13.2 %) went to the territory on the Iberian Peninsula. Above all
the Balearic Islands remained a popular destination. Every twelfth German travel-
ler was welcomed by Majorca, Ibiza, Menorca and Formentera (8.6 %). Even run-
ner-up Italy (6.9 %) can only dream of such numbers and has to face increased
competition from Turkey (6.6 %). Turkey has clearly overtaken Austria (4.1 %),
Greece (3.3 %), Scandinavia (2.1 %) and France (1.8 %) and can brace itself for
further growth. Turkey’s greatest advantage is its diversity: Natural resources, al-
ways sunny, beautiful beaches, cultural highlights combined with hospitality to a
high degree and emphasis on service orientation. This offer is attractive to a great
number of target groups and is popular with young adults (9.9 %) and childless
couples (8.5 %) as well as among families with children (8.1 %) and families with
adolescents (10.0 %).
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The most popular destinations visited (each out of 100 travellers): 2008 B 2009

Spain ;st 13.2

7.2

ltly. o o

| 6.3
Turkey 6.6

) J4.9
Austria o — .1

2.5
Greece pmmmmmn .

. . .1
Scandinavia ) 2.1 3

E j2.6
rance . 1.5

North Africa. p— 7

Far East Asia _'1,125

North America ='11_f

Fig. 3. Outbound destinations in 2009. Spain remains unchallenged — Turkey and Italy almost
neck-and-neck

Source: Representative survey of 4,000 people over 14 years in Germany in 2010, Founda-
tion for Future Studies

The market for long-haul trips marked up a loss of roughly ten per cent of its cus-
tomers compared to the year before. Every tenth journey made by Germans
crossed Europe’s borders (2009: 10.2 % — 2008: 11.1 %). Package holiday destina-
tions in North Africa, such as Egypt, Tunisia and Morocco (3.7 %), along with
destinations in North America (1.4 %) were very popular. On the other hand Asia
is still waiting for its breakthrough as a tourist destination. The entire Far East
from India through Thailand to China and Hong Kong can “only” boast 1.5 per
cent of all German travellers — less than Switzerland on its own (1.8 %).

2 Shorter: Length of Trip in 2009

The average length of trip in 2009 was exactly 13 days. This follows the trend of
the last ten years with an average trip length of about two weeks. The dream of
(even) longer holidays has still not come true. Only one traveller in eight (13 %)
goes on trips lasting three weeks or more. The occupational-medical justification
for at least three weeks holidays, drawn up half a century ago by Anton Hittmair,
led to extensions of holiday entitlement during negotiations on pay (1950: 12
days, 1960: 16 days, 1970: 21 days, 1980: 27 days, 1990: 30 days, 2000: 32 days)
and now has been forgotten in the mists of time. For the first time in years the
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market for short trips has recorded a loss (2.8 %). The number one of the previous
decade sustained heavy losses especially with regard to urban tourism. According
to the STR Global Report the hoteliers from Prague and Amsterdam, through
London and Munich to Vienna, Milan and Madrid each had to contend with drops
in turnover of more than 20 per cent.

There is a strong correlation between the distance to the destination and the
length of trip. A holiday at the German seaside or in the mountains only lasts for
about ten days. A holiday spent in Austria only lasts about eleven days. On the
other hand a trip to the Mediterranean, i. e. to Turkey, Greece, Italy or Spain, lasts
considerably longer with a total of about 14 days. And people who make a long-
haul trip tend to stay at their destination for about three weeks or even longer
(USA: 20.4; Far East: 21.1).

3 Cheaper: Travel Expenses in 2009

On average the Germans pay 1,038€ per person for their holidays. This is about
the same amount as in 2004 (1,025€). These expenses do not only consist of the
cost of the journey and accommodation on their own, but also include incidental
expenses such as food and drinks, trips, entry fees, shopping tours, souvenirs and
tips. Great differences emerge with regard to travel spending and length of trip de-
pending on the various stages of life:

e Pensioners stay at their destination for the longest (14 days) — they have the
most free time and spend over-proportionally (1,095€).

¢ Young adults only stay about 10.6 days and have a limited holiday budget
(790€).

e The most money is spent by childless couples (1,198€) who also stay
longer at their destination (13.2 days).

The distribution of the real costs at the destination is very informative. The costs
almost automatically rise with the increasing distance of the journey. A trip abroad
(1,221€) costs almost seventy per cent more than a trip within the borders of Ger-
many (723€). Long-haul trips to destinations like the USA (2,315€) or countries in
the Far East like China, Thailand or India (2,292€) take the travellers not only to
“another world”, but also to another price bracket (see fig. 4). Destinations on the
Mediterranean are all roughly on the same level at about 1,200€. Austria can only
dream of such a turnover per guest. The republic at the foot of the Alps earns sig-
nificantly less than its competitors (899€).

Means of Transport in Holiday Traffic: “Car Instead of Plane”

The birth of mass tourism in the 1950s ran parallel to the spread of automobiles in
Germany. The masses became (mass) mobile. This was also the beginning of the
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The relation of length of trip to average travel spending in 2009
23 (4 LENGTH OF TRIPIN
DAYS
22
21 t M Far East Asia 2,292€
20 ¢ W UsA/Canada 2,315€
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17
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15 ¢ B Greece 1,308€
Turkey1,144€‘ )
14 Spain 1,165€
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Fig. 4. Length of trip and travel spending in 2009. The price increases with the length of trip

Source: Representative survey of 4,000 people over 14 years in Germany in 2010, Founda-
tion for Future Studies

triumphal march of the tourism industry. At the beginning of the 1950s one in five
Germans travelled with the own car (1951: 19 %). Only ten years later the figure
had doubled (1960: 38 %). In the mid-70s the use of cars for journeys peaked:
Almost two thirds (1976: 64 %) were using their own car on their holidays. Since
then holiday traffic by car has been in decline, an effect which can be put down to
the development of air traffic. At the beginning of the 90s (1993: 27 %) only about
one in four Germans used the car for travel.

But now we are experiencing the renaissance of the private holiday car. It is by
far the most popular means of transport to the holiday destination. Almost every
second journey (48 %) is done by private car (see fig. 5). Especially families (62 %)
appreciate the advantages of a car — independence, few limitations regarding lug-
gage, but most of all the reduction of expenses. Even senior citizens prefer the car
exceptionally often in spite of low-cost carriers, special offers and fully developed
rail networks. On the other hand young adults, singles and couples want to travel
fast and far. They prefer to take a plane.

The most important factor in terms of deciding which means of transport to
take is the destination. Only one per cent of all the journeys made within the bor-
ders of Germany are undertaken by plane. Destinations abroad like Turkey or
Greece are almost exclusively reached by plane (97 % each). Even Spain is almost
only visited by plane (93 %). Coach and car tours to the Costa Brava, Costa
Blanca or Costa del Sol were very popular for trips to the Iberian Peninsula until
the 80s, but are now hardly done anymore. Italy on the other hand remains an
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attractive destination for journeys in one’s own car: Almost three-quarters of the
holiday-makers (70 %) use the trans-alpine motorways in order to get to Southern
Tyrol, Tuscany, the Adriatic or destinations further south. This also applies to
holidays in Austria (80%) and Scandinavia (72 %). The advantages of the car
outweigh other means of transport in the eyes of the tourists.

The importance of the train as a means of holiday transport is only increasing
slowly. This environment-friendly means of transport is chosen by one traveller in
twenty. Good connections are decisive — for instance one quarter of those travel-
ling to Switzerland choose the train (27 %). Coach tourism has suffered heavy set-
backs and is losing its elderly customers to the train and its younger ones to low-
cost carriers.

The most popular means of transportation in holiday traffic in 2009 (each out of 100 persons asked):

Car J 48
Plane j 37
Coach | 6
Train ‘ 5
Caravan/Dormobile | 2

Ship ' 1

Fig. 5. Means of transportation in holiday traffic in 2009. Car instead of plane

Source: Representative survey of 4,000 people over 14 years in Germany in 2010, Founda-
tion for Future Studies

4 How Sustainable Is This Trend? Tourism Forecast
and Future Trends

41 Tourism Trends of the Future

Putting effort into saving can also be perceived in different ways of travelling
which have a high future potential in the eyes of German citizens: The interests of
the holiday-makers vary enormously — almost every segment is in demand — but a
closer analysis shows that not every type of travel can hope to have increasing
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numbers of users. Some should cater for the needs of their regular customers in-
stead of trying to find ways to attract new target groups. The all-inclusive segment
holds the greatest potential. Almost two-fifths of German citizens are interested in
this area (37 %). The advantage of this type of travel lies mainly in the easily cal-
culable total costs — there is no or at least almost no extra expenditure for the holi-
day-maker. This is closely followed by the classical leisure holiday (35 %), the
renting of a holiday home (28 %) and the long-haul trip (25 %). This in turn is fol-
lowed by the cruise market (19 %) — the potential winner of future trends — where
there is still a yawning gap between dream and reality. The best that city tourism
can possibly hope for is stagnation (20 %), whereas mountain and hiking holidays
(11 %) and camping holidays (10 %) are making a comeback and can brace them-
selves for increasing numbers.

The most interesting future trends in tourism (each out of 100 persons asked):

All Inclusive Trips ) 37
Leisure/ Wellness Holidays | 35
Renting/ Buying a Holiday Home ) 28
Long-haul Trips ) 25
City Tourism | 20
Cruise Trips J 19
Club Holidays | 14
Coach Trips ] 12
Adwenture Holidays ] 12
Mountain and Hiking | 1
Camping Trips j 10
Medical and Health Resorts ) 10
Cultural Tourism (Language, Study, Educational Trips) j 10
Caravans
Farmyard holidays
Theme Park Trips (e.g. Disney Land)
E\ent tourism
Bike tourism | 6
Backpacking

~N N

w w

Pilgrimages
Virtual Journeys &)

- ==

Fig. 6. Future trends in tourism. All-inclusive instead of virtual

Source: Representative survey of 4,000 people over 14 years in Germany in 2010, Founda-
tion for Future Studies

The preferences within the population differ strongly:

e The most interest in city (22 %) and cultural (16 %) tourism is shown by
singles.

e Medical-Wellness (15 %) and mountain/hiking tourism (15 %) is of interest
to the Best Agers.
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e Juveniles are fond of caravanning trips (23 %) and camping holidays (31 %).
e Adventure holidays are popular among young adults (32 %).
o Coach trips are attractive to retired persons (27 %).

e And families have a great interest in holiday homes (48 %).

This shows how diverse and different the desires and interests are, but also gives
an example of the countless possibilities at the disposal of the suppliers, who in
future should focus on the respective target groups instead of trying to keep eve-
rybody happy. This might also avert the danger of fragmenting the types of holi-
days on offer and of conflicts between the target groups. One opinion is unequivo-
cal: Virtual journeys “at home” are only welcomed by one person out of hundred.

4.2 Tourism Forecast 2010

“The travel world champion is back: fun in the sun instead of staying at home”

The German tourist industry can heave a sigh of relief. Despite uncertainty and am-
biguous future prospects the Germans are once again trying to live up to their repu-
tation as the travel world champions in 2010. Their urge to travel is unbroken and
the tourist industry is no longer in the doldrums. One of the UNWTO’s basics has
been confirmed once again: “Tourism recovers after every crisis” — after the Cher-
nobyl disaster in 1986, the first Gulf War in 1990/91, the September 11, 2001 terror-
ist attacks, the Bird Flu and the Tsunami in 2004 or right now after the financial cri-
sis: In the year following each crisis the German’s travel intensity was on the rise
again. Long before other industries recovered from the crisis the Germans were
travelling again.

42 per cent of the Germans feel ready for a holiday and are already planning at
least one journey in 2010. One out of nine citizens (11 %) even wants to undertake
two or more trips in the oncoming season. The number of the undecided remains
constant: More than one in three of those asked (35 %) is wary about his plans and
prefers to wait and see. Experience has shown that about one third of the unde-
cided will go on a holiday and therefore the travel intensity might be higher than
last year’s — despite the financial and economic crisis.

About every one citizen in four is planning to spend his holiday within the bor-
ders of Germany (22%). One in three wants to visit another European country
(33%) and every one in ten (10 %) plans on leaving Europe for holiday. More
than one citizen in three with the intention of travelling (35 %) has not yet decided
which country he will head for in 2010. Spain (9.2 %) will remain the number one
destination abroad. Turkey (4.8 %) can hope to beat Italy (4.0 %) to second place.
With Istanbul as the European Capital of Culture in 2010, Turkey has a bonus and
can hope to attract families as well as couples and singles. But the North African
destinations from Egypt through Tunisia to Morocco (2.6 %) can also be relatively
optimistic about the future, whereas Austria (3.2 %) and Greece (1.6 %) will be
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losing further market shares. All the destinations from the Black Forest to the Car-
ibbean can continue hoping to welcome the undecided who are only waiting for
the right offer to set off on their holiday.



Exotic of Vicinity: Holiday Feelings Between
Home and Long-Distance Journeys

Christoph B. Melchers and Patricia Moser

1 The — Not so New — Trend Towards Region

Today everyone is speaking of globalization. Like any other trend globalization
has created a reverse trend. Thus, the twist towards regionalism, towards localness
is on its way. At first one could experience this turn on consumer markets due to
an increasing popularity of regional products. Apart from the fact that for some
consumers even Argentinean wine shall be organic, the organic trend is one vari-
ant of regionalism.

Since the nineties, globalization has rendered long-distance travels to a com-
mon property in tourism. Exotic destinations from California to Seychelles be-
came favourite destinations for globetrotters, due to all-inclusive offers also for
mass-tourists. Since some years there is a visibly disposition towards vicinity,
travels to the home country or the own region.

The tendency towards near destinations is often related to the actual financial
crisis and a shortage in available money. But one may notice the actual crisis in a
shorter period of time spent on holidays and the search for discount offers;
scarcely in changing travel destinations. Taking again the actual crisis into account
one may just as well argue, tourists aim for being as far away from home-made
woes as possible. So at the end of the day, one may pretty well experience the
problems of interpreting statistics with the help of mainstream psychology or
common sense.

2  Trends Seen from a Cultural-Psychological Point
of View

Changes in collective travelling behaviour can also be viewed as the result of the
curious coming and going of trends and “waves”, which in the end are unexplain-
able. Our culture seems to be a “hotbed”, creating and destroying the funniest vio-
lets. We think of culture as a huge organism which tries to build modes with the
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help of trends to consistently cure itself. The brisk trend-production of the last
years and decades is a first hint for the remarkable need for treatment (therapy).
These trend-productions do not seem to be very successful when looking at the
low lifetime of most of them.

The question which is interesting is: which cultural problems are behind global
tourism and the recent turn towards vicinity? What do these phenomena mean?
The behaviour of every individual takes place in contemporary culture and follows
collective regulations which are produced by the present culture. With the help of
in-depth interviews one may investigate cultural regulations and thus — for indi-
viduals — unconscious cultural pictures may be detected and exposed. The cultural
need for self-therapy may not be detected in only one single study. In fact, the
analysis of cultural productions needs studies in different areas as for instance in
different markets, for different fashions, not necessarily only clothing, in movies,
literature and fine arts.

3 The Actual Culture of “Clutch and De-clutch”

During the past decades, our diagnostic findings in different culture and tourism
studies have revealed tourism as venue of a contemporary culture of “clutch and
de-clutch”. This phenomenon is the universal principle of the Western Hemi-
sphere: We are occupied in and distract ourselves by “clutching in” different “en-
vironments” and “pictures of life”, offered by our Western culture. The story of
“clutch and de-clutch” can be described in the following way.

Due to the principle of equality after the French and American revolution an
enormous increase in “life designs”, “life pictures” started going. Every individual
is now able to choose from a variety of different pictures and may live up to them.
There is no hierarchy or rank order. There is no stringent social class system any-
more. Not only nobility, bourgeoisie and other social classes have an equal right to
exist. Every newly invented way of life is on an equal footage.

According to the demand for “Everything for everybody” humans — since the
middle of the last century — do not want to live up only to one single life-picture,
they rather want to poke into other corners. How does it feel to be a millionaire?
How does it feel to be a globetrotter, huntsman, sportsman, dropout, child of nature,
dude? Being able to experience all different kinds of possibilities, there is no other
way than to jump in different worlds and change to another world after a while.

We clutch for instance into different worlds of lifestyle when consuming differ-
ent brands, into different ambiances of events, but also into different relationships
and professions. After having “tasted” this particular world, we de-clutch again.

Tourism enables more literally than any other form of consumption to clutch and
de-clutch into other worlds. Thus destinations which one thought to know were less
interesting; Southern or exotic destinations often with a jet-set flair were very popu-
lar. According to the dictate “Everything for everybody”, low budget airlines and
discount travels enable everybody to visit almost any place in the world.
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4 The Addiction to Vicinity as Corrective Against the
Culture of Clutch and De-clutch

Since the middle of the nineties the culture of clutch and de-clutch with all its
manifestations has been getting into difficulties. Those who used to clutch and de-
clutch started suffering due to the arbitrariness of a “monotony in changes”. Using
the example of tourism it seems to be arbitrary travelling to Majorca, Ibiza, Ma-
deira, Thailand, Australia or Florida. Holiday experiences have a short life-time.
Practicing touristic clutch and de-clutch raises the question: what do I really seek
in travelling and who am I when visiting different destinations. The search for
meaning as a trend cures the arbitrariness of monotony in changes, a trend more
often observed for younger people.

Since 09/11 one may notice people looking for meaning and identity. Instead of
clutching into Caribbean or ski circuit worlds people are aiming for something
which they can pursue steadily and develop further. Instead of experiencing high-
life at Capri pool-parties — or the life of diehards at the football stadium people
want to know who they are. Many of them pursue the search for meaning and
identity and also clutch and de-clutch at the same time.

We see the turn towards vicinity in this context, as well as the turn towards
consumption of home-made products. If people are looking for their own identity,
it is obvious to bethink themselves of their national roots, the nature or culture of
their own region. There is no aim for the feeling of being somewhere else but for
getting to know better where one belongs. Insofar the affinity to near touristic des-
tinations is related with spiritual tourism.

Instead of having been to many different regions, shorter trips are done to one
or some nearer destinations to explore them closer. Travelling to and exploring
nearby regions are seen as travelling to “oneself”: landscape and culture of the
own region incarnate the essence what one believes is in oneself.

5 How to Offer Travels to Nearby Regions

Recreation from fun-stress is the clue. In times of crisis one should avoid the im-
pression of long-distance travels being too expensive for the own budget, travels
to nearby destinations should not show a low price. Typical travels in this context
are cruises at the river Danube, Elbe, Rhine or Seine instead of cruises to the In-
dian or Antarctic Ocean.

If tourism to vicinity succeeds in offering self-therapy is depending on whether
tourists are able to find there what they are looking for. Finding something in the
region which may be developed further and conveying a sort of identity may not
be found just like that. Especially since many regional destinations have turned
into locations for clutching. This article may not be understood as a call for open-
air museums but as a hint, to emphasize how the past has an influence on the pre-
sent and what is still alive in the nature of contemporary people.
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Outlook on Climate Change and Aviation

Jirgen Ringbeck and Daniel Roska

1 Why Aviation Should Care About Climate Change

Throughout the Industrial Era, economic growth has been generating ever greater
atmospheric concentrations of CO, and other greenhouse gases. There is a large
scientific consensus that unless we stabilize or reduce these gases, we will likely
experience dramatic climate change and global warming which will have broad
impacts on the global ecosystem.

The aviation sector currently produces approximately 1.5% of global green-
house gas emissions. It has already compiled an impressive history of technologi-
cal advances and improvements, such as improved engines and new aircraft de-
signs — most recently culminating in the introduction of the Airbus A380, aimed at
significantly increasing efficiency. Over the past 40 years, average fuel consump-
tion of new aircraft has been decreased by 70 %.'

Fuel is the main driver of aviation emissions. But given the strategic importance
of fuel to the aviation sector, and the continued rise in its cost, the sector needs little
external incentive to continue to improve fuel efficiency. Fuel is one of the main
costs for airlines, accounting for up to 30% of total operating cost. Although fuel
prices have declined since the recent spike in the summer of 2008, it seems likely
that they will eventually resume their rise. The medium term IEA forecast for 2016
estimates fuel prices surpassing 150 USD/barrel under its high price scenario.” At
this price, fuel would account for more than 45 % of airlines’ total operating costs,
further increasing the need for more efficient fuel consumption. In fact, meaningful
efficiency initiatives are already underway, such as the ongoing development of
new airframes and engines, infrastructure improvements, and the redesign of air
traffic management (e. g., NextGen in the USA and SESAR in Europe). In short,
it has always been and will continue to be in the airlines’ interest to operate as
fuel efficiently, and consequently, as emissions efficiently, as possible.

IPCC, Aviation and the Global Atmosphere: A Special Report of the Intergovernmental
Panel on Climate Change (1999), Cambridge University Press.

US Energy Information Administration, Annual Energy Outlook 2010 (Update May
2010).
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That is not saying that the aviation sector can rest on its laurels. Despite the re-
markable history and foreseeable investments in sustainable aircraft and engine
development, the positive effects of these achievements will likely be far out-
weighed by the increasing demand of global air traffic. This rise in demand will be
driven by macro-economic factors such as the increase of global population and
the economic growth, particularly in emerging markets. Further, demand growth
will likely outstrip the pace at which infrastructure is being developed, especially
in highly concentrated markets and at existing and emerging global mega hubs.
This will give rise to growing airport and airspace congestion, and translate into
less efficient air-travel.

In a recent report the World Economic Forum (WEF) and Booz & Company es-
timated that demand for air-travel will grow by 5% per annum, which translates
into a three- to fourfold increase by 2035.% As a result, without extraordinary addi-
tional measures, the global airline sector will significantly increase its carbon
footprint from 0.6 GT CO, in 2005 to approximately 1.5 GT CO, in 2035, a growth
rate of 2.8 % per annum already accounting for foreseeable emission reduction

WEF AND BOOZ & COMPANY EMISSIONS FORECAST (Gigatones CO, 2005-2035)

2.8% p.a.
Volume Growth

Emissions volume Growth despite currently Net growth in emissions
2005 planned emissions “business as usual” 2035
reduction measures

Fig. 1. Travel emissions forecast

3 Chiesa T, Ringbeck J: Towards a Low Carbon Travel & Tourism Sector, World Eco-

nomic Forum Report prepared with the support of Booz & Company, May 2009.
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measures (see Fig. 1). Even if the aviation sector would only commit to “carbon
neutral growth”, i.e. growing production while not increasing emissions, the sec-
tor will have to radically rethink its strategies and policies for managing emissions
just to stem this growth within the next years.

By addressing the growth of emissions, as well as the ongoing public discus-
sion and increased public focus on the aviation sector to contribute to emissions
reductions, the International Air Transport Association (IATA) defined ambitious
targets for the sector in advance of the 15th United Nations Climate Change Con-
ference (COP15) in Copenhagen in late 2009. The IATA proposed:

e +1.5% per annum average efficiency improvement until 2020
e Carbon neutral growth from 2020 onward

e An absolute reduction of 50 % of emissions compared to 2005 levels by 2050

2 How to Deal with the COP15 Failure?

Unfortunately, COP15 fell short of its goals. The conference managed to achieve a
consensus on the existence of global warming, but did not produce a binding
agreement or set deadlines for legally-binding commitments. Nor did it produce a
proposal for a global approach to emissions, emissions targets, or any other ac-
tions for the aviation sector.

In this sense, COP15 alleviated the external pressure on the aviation industry to
address climate change. Nevertheless, the inability of the aviation sector to fun-
damentally change the way it operates, the inevitable increase of produced emis-
sions, and the growing public concern requires the industry to take action. The
aviation sector must learn to think “outside the box.”

The lack of a binding global political and legal framework for emissions reduc-
tion constitutes a significant opportunity for the aviation community to fill the gap
left by COP15 and proactively shape its own future by continuing to develop an
environmentally-sustainable system to mitigate the sector’s impact on climate
change without impeding its growth and success. Conversely, it also increases the
risk of insufficient and uncoordinated action with unintended consequences. Indi-
vidual nations could easily pursue misaligned environmental agendas, and imple-
ment measures that will be hard to reconcile once a mandate for a global frame-
work is finally agreed upon. A recent example is the proposed “green departure
tax” for air-travel in Germany that stemmed from efforts to consolidate the coun-
try’s national budget. The measure was not coordinated with other countries in the
EU (such as the emission trading scheme) and will only create an outflow of funds
from the industry without any direct returns.

That is why it is an absolute necessity that the industry takes the lead by build-
ing a consensus among IATA members and the International Civil Aviation Or-
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ganization (ICAO) member states on aviation-related climate change mitigation.
The COP15 accord gives these organizations the breathing room needed to har-
monize their efforts and reach a common solution to addressing the sector’s im-
pact on global climate change.

Coordinating investments in new technology will be central to these efforts as
well as the creation of a sustainable aviation sector. The following four major in-
vestment areas are the core of a sector-wide strategy to create the right conditions
for a more sustainable, low-carbon economy:

(1) Improved infrastructure and air traffic management
(2) Next generation aircraft and engines
(3) Accelerated fleet renewal

(4) Alternative fuel sources, such as aviation biofuels (ABF)

A comprehensive framework that addresses each of these areas would ensure that
the right conditions and incentives exist for investment. Today, the aviation sector
is marginally profitable at best, and therefore, the framework will have to manage
the inherent conflict between accelerating the environmental agenda through fi-
nancial investment and the limited availability of financial resources. In the short
term, it is likely that the aviation sector will be penalized for its emissions (as is
the case with the EU emission trading scheme) and at the same time, be required
to make costly long-term investments in technology to reduce its emissions foot-
print. But ideally an effective global framework would better balance short-term
and long-term demands and impacts.

Given regional differences, there is also a need to balance scope and responsi-
bilities between national and regional regulations and the global framework that
require answering questions such as: Will a comprehensive framework require
equal treatment of all parties or can it take a “common but differentiated” ap-
proach to accommodate geographic differences? How should specific responsibili-
ties be divided and ultimately tied to the global framework?

Further, a global framework must carefully consider financing mechanisms.
How will the framework affect the outflow of funds from the sector (in the form
of emissions penalties, for instance) versus the inflow of funds from sources such
as government-funded research in the sector? Here again there must be a balanced
approach, such as allowing the sector to offset emissions penalties with green
technology investments.

Finally, the framework will need to specify transparent measurement, control
and tracking mechanisms to verify and ensure that the targets set by the sector are
being met. Otherwise it will be difficult to incorporate already existing or future
national/regional frameworks (see fig. 2) and establish the metrics needed to rec-
ognize and prevent unintended consequences.
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Fig. 2. Examples for sustainable initiatives

Case Study: European Emission Trading Scheme

One of the most prominent examples of an international framework to regulate
carbon emissions is the European Union’s emission trading scheme (ETS).
This regulatory framework incents companies to invest in emission reductions
and penalizes those whose emissions exceed specified levels. Originally, re-
stricted to energy intensive industries such as power generation, chemical and
steel sectors, the ETS has been in force since 2005. In 2008, the EU parliament
decided to include the EU aviation industry in the ETS starting in 2012.

The ETS will create an additional incentive for airlines to reduce their emis-
sions. But while this instrument may drive airlines to increase investments in
improvements, such as acceleration of fleet renewal, it also places an additional
financial burden on an already beleaguered industry. In a recent scenario analy-
sis, Booz & Company has determined that the cost burden of CO, certificates to
the European aviation sector will rise primarily driven by three factors: (a) devel-
opment of the market price for emission certificates, (b) reduction of ‘free’ al-
lowances for the aviation sector, and (c) the overall growth of the sector. Taking
these considerations into account the emission cost for European airlines could
rise from 25€/ton in 2012 to 75 €/ton in 2020 (see fig. 3). This is equivalent to a
3 % to 4 % impact on the operating margins of an airline and could easily overtax
the financial capability of the sector. It could also penalize local players creat-
ing a greater imbalance between regulated and non-regulated carriers.
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EXAMPLE: IMPLICATIONS OF EUROPEAN EMISSION TRADING SCHEME
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Fig. 3. Case study — impact of European ET

3 How to Crack the Fundamental Issues

Managing the emission footprint of the aviation industry will not be an easy task.
The costly development of the aviation infrastructure, including higher-capacity air-
ports and the more efficient use of airspace, is already underway. So is the develop-
ment of next generation air traffic management systems. But, multiple barriers re-
main. In the European Union, for example, fragmented geopolitical landscape, in
which individual countries are reluctant to give up their independence, remains a
major bottleneck to improvement, even though the more efficient organization of
European airspace would reduce fuel consumption of its airlines by up to 10 %.

Next generation aircraft and engines promise improvements in efficiency and
reduced emission, but currently there is no new, quantum-leap technology in the
foreseeable future. Nevertheless, a faster penetration of more modern and more
efficient aircraft will certainly reduce overall emissions in the aviation sector. But
given life spans of more than 30 years, today’s aircraft will likely remain in ser-
vice well beyond 2020, and fleet renewal rates will only gradually introduce air-
craft and engine efficiency gains into the mix. Accelerating fleet renewal can help,
but its effect is limited by overall technological efficiency gains. It also requires
difficult discussions about funding: the early renewal of aircraft has not been fac-
tored into the business models of airlines and would have a significant impact on
their profitability and overall financial health.
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All of these developments — in infrastructure and fleets — will require enormous
amounts of money and will still not be able to offset the anticipated rise in emis-
sions of the sector. Currently, the only known means to close the “carbon neutral
growth” gap is the development of aviation biofuels. The airline sector differs
from ground transport in this respect: ground transport has several alternative en-
ergy sources, including biofuels, fuel cells and electric power trains, but aviation
only has biofuels. Unfortunately, biofuels for the ground transport sector can be
made easier and cheaper than aviation biofuel, virtually guaranteeing that aviation
biofuel will not be available as quickly as it could be. There are a number of rea-
sons why the exploration and commercialization of sustainable next generation
aviation biofuels is a major challenge:

(1

@)

)

The technical specifications of jet Al-kerosene are very demanding and
can only be met using advanced processes that require further investment.

It is estimated that a massive investment of tens to hundreds of billions of
dollars is required to build sufficient aviation biofuels feedstock supplies
and construct the production facilities and global supply chains required to
deliver enough aviation biofuel to meet global demand.

The current extraction and production costs of aviation biofuels are several
orders of magnitude (4—7 times) higher than the conventional jet fuel. For
these fuels to become competitive and to be widely adopted by the aviation
industry, a substantial cost reduction is required (at the right specs) to make
the economics work.

This gives rise to many technical, commercial and regulatory questions about the
feasibility of aviation biofuels, such as:

When will promising next generation biofuels, such as Fischer-Tropsch jet
fuel produced from wastes and specially grown lignocellulosic biomass (Mi-
cro Algae), become available in sufficient quantities? Can currently-known
biofuel technologies based on sugar or starch fermentation or vegetable oil
hydrogenation, for example, be further developed as a jet fuel drop-in?

How will aviation biofuels become more economically viable in an industry
that cannot afford to pay premium prices? How can the usage of and invest-
ments in aviation biofuels be promoted in the context of new carbon policy
measures such as emission trading and potential carbon tax schemes?

How sustainable are aviation biofuels considering their entire supply chain
from feedstock cultivation to distribution, particularly when taking into ac-
count their needs in terms of direct and indirect land-use? What impact will
the cultivation of sustainable feedstock have on food production and the
rainforests?
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e Who will pay for the infrastructure required for airline biofuels? Given the
price volatility and the more demanding technical specifications of jet fuel,
aviation biofuels are not a very attractive market for oil & gas and chemi-
cals industries to invest in, particularly compared to the opportunities of-
fered in other sectors.

4 Outlook

To foster the conditions necessary for accelerated investments in sustainable tech-
nologies, and specifically aviation biofuels, the aviation sector must take the lead
in developing a global framework for carbon emissions policy that includes the
economic measures that will be needed to create a sustainable industry in the long
term. These measures could include the creation of an “aviation low carbon fund”
that is financed by “green fees”. Such a fund should eschew individual, national
regulations in which chances are good that emissions taxes will not flow back into
the aviation sector for a viable global solution. This fund should be used to incen-
tivize over-performance, thus accelerating innovation within the industry and pre-
venting additional financial burden without corresponding benefits.

The gap created by COP15 offers gives the aviation sector a limited timeframe
to decide how to move forward and pre-empt further isolated national/regional
measures. If the aviation sector can successfully define and balance the multiple
elements of a global framework, there is high probability that it can attain a sus-
tainable future.



Acceptance of Aviation in the Airport
Environment: Best Practice Examples

Ralph Beisel

1 Introduction

In 2009, 182.2 million passengers and million tonnes of cargo passed through
German civilian airports. Current forecasts predict further growth for the aviation
sector in coming years, with the number of passengers expected to rise to over 300
million and air freight to close on seven million tonnes between 2020 and 2025.

Some German civilian airports are already operating close to capacity. To
ensure that they remain competitive and continue to be an attractive economic and
commercial location urgent refurbishing and expansion will be necessary at a
number of airports. Over the next few years 20 billion euros — most of it privately
financed — is being invested in German civilian airports.

In their efforts to achieve growth and international competitiveness German
civilian airports are conscious of their responsibility towards those who are
affected directly and towards the environment and climate.

In recent years lack of knowledge has frequently been an obstacle to constructive
debate. What have the aviation sector and more particularly the airports
themselves done to contain their impact on the environment? What target has the
aviation sector set itself? This paper outlines the wide range of measures which
have been introduced at German civilian airports demonstrating the airports’
commitment to the environment. It has been this commitment that prompted
airports to seek close dialogue with the people who use and live close to the
airports. For German airports keeping a “Focus on the Environment” means
devoting intensive efforts to the effects of aviation and air traffic.

2 First Focus on the Environment: Reducing the
Impact of Aviation-Related Noise

German civilian airports take airport noise and the needs of those who live close to
airports very seriously and have been working closely with airlines and air traffic
control for many years to ensure that the impact of airport noise is contained.

R. Conrady and M. Buck (eds.), Trends and Issues in Global Tourism 2011, 51
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Successes in reducing airport noise:

Aircraft noise has dropped by 20 dB(A) since 1970. This represents a
subjective noise reduction of around 75 per cent. Each new generation of
aircraft has brought a further reduction in noise emissions.

Those who live close to airports are given effective noise protection
measures based on current findings of research into the effects of noise.
Over the past decades German air traffic management has invested over
470 million euros in passive noise abatement measures such as sound-proof
windows or ventilation systems.

The new German Aircraft Noise Protection Act (Fluglirmschutzgesetz)
implicates that German airports will devote another 400 to 600 million
euros to this issue in the coming years. The Aircraft Noise Protection Act,
which came into force in 2007, takes account of the interests both of the
aviation sector as well as of those who live close to airports. It also reflects
the latest findings of research about the effects of noise. The Act
establishes noise thresholds which the airports are required to apply to their
noise abatement measures, which means that local residents now have a set
statutory benchmark on which to base demands and claims.

In addition to the statutory requirements, dialogue with those affected is
paramount. German civilian airports are constantly seeking dialogue with
people who live in the vicinity of airports. This dialogue is generally
continued in the airports’ noise commissions.

Since the seventies landing charges at German airports have taken account
of varying noise levels. This has been an incentive to airlines to use the
most modern and quietest aircraft. The aviation industry has set itself the
ambitious target of reducing aircraft noise levels by a further ten decibels.

Airports also use active noise abatement measures in order to reduce the
impact of noise. German airports collaborate with the German air-traffic
control body Deutsche Flugsicherung on noise-reducing flight approach
procedures and routing.

Fact Focus

A study of transport-related noise carried out by the Federal Environment Agency
in accordance with Stage 1 of the European Environmental Noise Directive (as at
May 2009) reached the following conclusions: At Germany’s nine largest airports'
a total of 258,900 people are affected by night-time noise from an outside source
of over 50 dB(A). By comparison, in agglomerations with more than 250,000
inhabitants over 4.1 million people are affected by road-traffic noise of more than
50 dB(A) from traffic on main roads.

Airports with over 50,000 flight operations per year: Berlin-Tegel, Stuttgart, Munich,
Nuremberg, Frankfurt, Hamburg, Hanover, Diisseldorf and Cologne/Bonn.
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Fig. 1. Result of noise mapping in Germany. Number of people exposed to permanent
night-time noise over 50 dB(A), Stage 1 of the European Environmental Noise Directive/
§§ 47 a ff Federal Emissions Protection Act

Sources: Federal Environment Agency and Federal Railway Authority, 2009

3 Second Focus on the Environment: Reducing CO;
Emissions

The public frequently perceives air-traffic as the biggest environmental polluter
despite the fact that it actually accounts for a comparatively low proportion of
emissions: taken globally, air-traffic currently generates only 2.2 per cent of
energy-related CO, emissions, i.e. no more than the global use of the Internet.
According to Intergovernmental Panel on Climate Change (IPCC) figures, the
emissions caused by other forms of transport are higher. Road traffic and shipping
account for 14 and 2.7 per cent respectively of CO, emissions. Even with continuing
growth, constant technical advancement will mean that air traffic will never
overtake road traffic in generating emissions. Over the past few years the aviation
sector has initiated a wide range of measures to curb CO, emissions.

Success in reducing CO, emissions:

e Since 1970 kerosene consumption and CO, emissions have been reduced
by 70 per cent per passenger per 100 km. Modern aircraft consumption
averages at only around 3.2 litres per passenger per 100 km. Some aircraft
have even broken through the three-litre mark. Fuel costs account for a large
share of airlines’ operating costs. Aircraft manufacturers seek untiringly to
build aircraft with greater fuel economy.

e Technological progress in engine development entails clean combustion
with substantially fewer pollutants and a constant reduction in noise levels.
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Fact Focus

One person travelling from Berlin to Frankfurt in the A 321-200 generates 50 kg
CO,, One person travelling the same route by car (at an average fuel consumption
of 8 litres per 100 km) generates twice as much: 110 kg CO,.

Waste and wastewater
2.8%

Forestry
17.4%

Energy supply

25.9%
Agriculture
13.5%
Transport
13.1%

Industry

19.4% Residential and commercial buildings

7.9%
Fig. 2. Share of different sectors in total anthropogenic GHG emissions in 2004 in terms of
CO,-eq.* (Forestry includes deforestation)
* Carbon dioxide-equivalent emissions

Source: Intergovernmental Panel on Climate Change (ed.): IPCC Fourth Assessment Re-
port: Climate Change 2007 (AR4), AR4 Synthesis Report, p. 36, fig. 2.1 (c)

4  Third Focus on the Environment: Airports’ CO;
Reduction Package

Airports are taking proactive measures to reduce aviation-related emissions.
However, airport operators can only exercise a direct influence on certain sources
of CO, emissions and it is these which their measures target. The strategy adopted
by the airports is as follows:

1. Avoid: measures which prevent emissions from ever materialising.

2. Reduce: measures which minimise the emissions for a certain procedure or
process.

3. Compensate: measures whereby any remaining emissions are compensated
elsewhere.
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Over recent years airports have initiated a wide range of measures to reduce CO,
emissions. These target three sources:

e Handling

e Infrastructure

e Traffic (road traffic; rail traffic)
Airports have contributed to reducing CO, emissions by modernising the central
energy supply, optimising heating and air-conditioning technology, an innovative

approach to vehicle fleet management and improving connections to public trans-
portation systems.

Table 1. Examples of airports’ commitment

Emissions source Measure (selected)

Handling o Use of natural gas vehicles on apron
o Use of natural-gas powered luggage-handling vehicles
e Optimising handling processes (avoiding empty runs)

Infrastructure e Use of heat from a district heating network based on regenerative
energies

o Use of rape seed oil and bio-ethanol as alternative fuels
o Construction and operation of biogas plants

Transportation e Improved transport links to main rail lines

5 Fourth Focus on the Environment: Limit Use of Space

The expansion of a civilian airport inevitably has an impact on the use of other
areas and the natural environment.

e Limited land requirement: Unlike road and rail infrastructure, air traffic
has a comparatively low land requirement. The amount of land needed and
which is thus no longer available for vegetation is moderate.

o Focus on conservation: Airport expansion complies with nature conserva-
tion requirements.

— The measures taken by German airports to counter the impact of airport
expansion on flora and fauna are manifold.

— Use of land and woodland clearance is counterbalanced by compensa-
tory measures. There are strict statutory requirements for measures to
counterbalance encroachment on the landscape and for reforestation
where woodland has been destroyed.
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Fact Focus

As travel hubs airports have a relatively low space requirement compared to other
forms of transport. The total area needed for all runways is only 5.54 km?. Motor-
ways and major roads have a land requirement of 674 km?. The rail network has a
land requirement of 286 km? excluding secondary lines.

6 Fifth Focus on the Environment: Airports Generate
Sustained Growth for Regional Economies

A holistic approach to sustainability can also contribute to regional growth and
economic prosperity. The availability of airports is a significant factor in the
attractiveness of a region and is of vital economic importance.

Airports attract new companies and industry, thereby creating jobs. Access to
air networks is also an important factor for tourism in Germany and makes a vital
contribution to making Germany a more attractive tourist destination. It boosts the
status of tourism and increases the number of jobs in tourism and travel.

Figures prove airports ensure regional economic growth:

e 9,200 companies have set up business close to German civilian airports,
with investments of 425 billion euros.

e 40 per cent of the value of German exports are shipped by air cargo. Each
billion euros which is invested today in airport infrastructure will generate
a 5 to 7 billion Euro increase in GNP over the next 30 years.

e There are currently 850,000 direct, indirect and induced jobs in aviation.

e Catalytic effects mean that over 2.2 million jobs depend on aviation in Ger-
many.

Fact Focus

e One million additional passengers generate between 800 and 1,100 new
direct jobs with airport operators, airlines, retail outlets, government offices,
service companies, etc.

e A 100,000 tonnes of air cargo create around 800 new direct jobs.

e Each new long-haul aircraft stationed at an airport generates 400 new jobs.

7 Conclusion

Aviation has now become an indispensable part of economic and social life on
earth. Air traffic connects people, markets and continents. It is one of the arteries of
our world economy and drives globalisation. The aviation industry wants to make
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air traffic even more environmentally friendly. That is why they are focusing on
technological developments and operational measures in the air and on the ground.
Modern materials, shorter routes, new insights: air traffic will continue to be envi-
ronmentally sustainable in the future. In “Vision 2020 the aviation industry has
set itself ambitious goals. Carbon dioxide (CO,) emissions are to be reduced by a
further 50 %, nitrogen oxide (NOy) emission by 80 % and noise by 50 % (com-
pared to 2000).






Ancillary Revenue Strategies:
Five Success Factors

Jay Sorensen

1 Time of Opportunity

The airline industry has certainly flown into a crisis situation. Crisis isn’t neces-
sarily a bad event. For those who are prepared and courageous, it can be a time of
opportunity.

The Random House Dictionary Defines Crisis:

1. A stage in a sequence of events at which the trend of all future events, esp.
for better or for worse, is determined; turning point.

2. A condition of instability or danger, as in social, economic, political, or
international affairs, leading to a decisive change.

3. A dramatic emotional or circumstantial upheaval in a person’s life.

4. The point in the course of a serious disease at which a decisive change
occurs, leading either to recovery or death.

The definition describes a rather dire situation, especially the last line which re-
fers to “death” as a possible outcome. But opportunists, and savvy ancillary
revenue professionals, read the definition to learn the advantages. There is a re-
lated analogy in which a school of fish is swimming in a single direction — those
choosing a different direction run the risk of swimming into the net or avoiding
it on their own.

Turning points and periods of decisive change are evolutionary moments in
which risk is rewarded or punished. Taking the ancillary revenue path can be a
risky endeavour. Ask the folks at US Airways about the ill-fated decision to jetti-
son free drinks and start charging for a can of Coke. It became a distraction for
management, a cause for angry employees, and fodder for the press. In the end,
the turning point was reached and the fees were killed.
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Or consider the more successful stories offered by United Airlines and Alle-
giant Air. United made a decisive change to make a la carte pricing an important
component of its restructuring. This grand old airline has learned new tricks and
has surpassed all others in its brand development efforts. Allegiant is completely
at ease with the concept of business risk, it has risen to the top of the ancillary
revenue charts, and its investors are thrilled — even in today’s recession.

Seeking Ancillary Revenue Nirvana

It’s tempting to present the readers of this article the following “tablet from
Moses” and not offer further definition. But that presumes a little convincing will
not be required. Plus it’s always better to teach by providing examples of how to
do something, or in some cases, examples to avoid.

The 5 Steps to Ancillary Revenue Nirvana

1. Define your ancillary revenue brand.
2. Equip managers with resources.
3. Create consumer clarity.

4. Integrate the selling message.

5. Engage employees as supporters.

The beauty of the five steps is the simplicity of the message and the applicability
to other projects. Brand, resources, clarity, selling and employees are words that
should be integrated into every new project and program.

2 Define Your Ancillary Revenue Brand

Virtually every company would benefit from an intensive effort to define its
brand. Airlines are especially guilty of not creating brand awareness among con-
sumers. Very few management teams have adequately defined the carrier’s brand
— and virtually none have defined a brand for ancillary revenue activities. One car-
rier has accomplished both.

Ryanair fully discloses the no frills nature of its brand to consumers through the
antics of its CEO and the eye-popping low fares it promotes on its website. Yes,
Michael O’Leary, Ryanair’s unconventional CEO, is a brand evangelist. His
commentary raises consumer expectations for low fares, while lowering expecta-
tions for free perks. And the website merely reinforces his message. Recently,
browsing Ryanair.com provided the following examples of value oriented con-
sumer messages:
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e Hot Summer Deals (this headline was blinking)

e 339% off our lowest fares (as was this one)
e Cheap hotels now available

e Click here for fantastic cheap hotel deals

No other website on planet Earth makes more use of the words “deals” and
“cheap” than Ryanair.com. One may debate the merits of a brand based upon
cheapness, but one can’t debate the carrier’s laser-like focus on communicating a
consistent brand message.

On the other end of the brand awareness spectrum is US Airways. The carrier
has made little progress to define its brand since the merger between America
West and US Airways. Depending on your perspective, the brand has been defined
by the company’s behaviour, or its ever-changing policies — but it’s not defined by
a coherent brand message.

Table 1. US Airways — the brand from different perspectives

The company’s “Fly with us” slogan is safe, integrates the name, but lacks depth,
meaning and emotion.

Consumers | The move to remove complimentary beverages positioned the carrier as “cheap.”
And yet, business travellers are presented with Envoy business class to Europe that
literally promises “boutique wines, prime fillets, Mimosas, and local bakery bread.”

To many front line employees, the company’s ongoing labour troubles portray a
Employees | management team that is distant, aloof and uncaring. Too often, these impressions
influence the service provided to passengers.

The company’s “LCC” stock ticker code was intentionally chosen to communicate “low
cost carrier” and the company once called itself “a low cost carrier with global reach.”
The reinstatement of free beverages positioned the carrier's management as “inde-

Investors cisive.”
The LCC emphasis has apparently changed, as investor presentations now compare
US Airways with other legacy airlines such as Delta and American.
Reporters have access to all the perspectives described above and often express
Media confusion.

A recent USA Today article leads with, “In 2005, US Airways was going to be a low-
cost carrier. In 2007, it was going to be a global behemoth. Yet, in 2009, it is neither.”

Sources: US Airways website reviewed July 2009 and “US Airways’ plans shift in travel
slump” article in USA Today dated 14 April 2009

US Airways represents an easy target to criticize. As noted in the USA Today arti-
cle, the financial struggles faced by the carrier have placed it in the position of
constantly remaking itself. One can hardly blame any management team for tend-
ing to critical financial issues instead of building a brand. Or ... perhaps one can



62 Jay Sorensen

blame management. After all, defining a brand for the airline and its ancillary
revenue mission provides a beacon that everyone in the organization can work to
support. US Airways, and practically ever other airline, lacks that beacon.

3 Equip Managers with Resources

The desire to grow ancillary revenue usually begins with a senior executive seek-
ing method to boost the bottom line through a la carte features or commission-
based products. Sometimes a team is formed to evaluate the opportunity and per-
haps a natural leader rises to accept the ancillary revenue challenge. The path de-
scribed is often followed by other projects, but it’s missing key components to
help ensure success.

Ancillary Revenue Resources — Building a Department

o Integrate ancillary revenue within the airline brand and mission.

e Take a business plan approach to establish revenue and expense
expectations.

e Budget for vendor support, advertising, and consumer research.
o Fill the key position with an ancillary revenue professional.

e Hire staff from inflight, customer services, and partner marketing to
build bridges.

Not surprisingly, the process requires agreement on the branding definition for the
airline and its ancillary revenue mission. The airline must develop a business plan
for the project before any committee or individual embarks on the ancillary revenue
path. Creating the business plan can be assigned to a staff member or a consultant.

The plan should evaluate the opportunities available to the carrier under the um-
brella established by the brand definition. It should include financial projections for
revenue and the expenses associated with the ancillary revenue activities. The plan
should establish a budget for vendor support, advertising, and consumer research.
The research element is crucial because it reduces the potential for mistakes — sim-
ply ask US Airways if more analysis may have prepared the airline for the consumer
and employee backlash it faced when soft drinks were no longer free of charge.

Choosing leadership for the ancillary revenue role is a key consideration. The
person chosen for the task will face scrutiny because of the disruptive nature of a
la carte pricing and unbundling. What was once provided free-of-charge must now
be sold — and that creates angst for marketing, pricing, public affairs, cabin ser-
vices, airport operations, catering, and finance. The development of a business
plan provides ancillary revenue professionals compelling evidence of the organi-
zation’s dedication to the new initiative.
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4  Create Consumer Clarity

Consumers, media, and politicians expect clarity. For these groups, clarity also
contributes to greater integrity, especially regarding the mysterious and suspect art
of ancillary revenue. Clarity is based upon the visibility provided to a la carte fees
and the ethics of how sales are accomplished.

Visibility is the more easily accomplished of the two. But surprisingly, very
few carriers adequately disclose a la carte fees. Perhaps the lack of disclosure is a
symptom of greater problems such as a confused ancillary revenue strategy or the
lack of a systematic approach to a la carte pricing. In a rush to implement ancillary
revenue initiatives, many carriers create a patchwork of poorly defined products
that fail to achieve full potential.

list of service fees

If you purchase certain services at the airport you may be required by the agency of Wizz Air
to pay extra fee in addition to the service fee defined below. Information about the extra fees
is available at the airport.

name of the fee calculation method amount

Booking fee

P flight 5 EUR / 4 GBP
MasterCard, Visa, Amex, Diners Club STLhL pevDasens e

Booking fee

. ;2
Solo, UK Maestro & Bank transfer per flight per passenger 2.5EUR /2 GBP

Call Centre fee Per flight per passenger 10 EUR / 9 GBP
Bagsage fee Per flight per bag 10 EUR / 9 GBP
via wizzair.com & call centre

f
EaCEREo e Per flight per bag 20 EUR / 18 GBP

at the airport

0-5kgs /S5SEUR/ 4 GBP

6 - 10 kgs / 30 EUR / 24 GBP
Per flight per passenger 11 - 20 kgs/ 80 EUR / 64 GBP

21 -35kgs / 140 EUR / 112 GBP

36 - 55 kgs / 200 EUR / 160 GBP

Excess baggage weight fee
via wizzair.com & call centre

Fig. 1. Excerpt of the list of service fees displayed at WizzAir.com
Source: WizzAir.com, April 2010

Wizz Air, a low cost carrier based in Eastern Europe, provides an exceptionally
thorough display of its a la carte prices. An easy to find link called “Service Fees”
under the perfectly-named “Useful Information” tab at its website lists more than
50 a la carte fees.

The question of ethics is often easily answered by a website’s use of opt-out
methods. The EU has addressed this question through regulation. The EU began
an enforcement sweep in 2007 which determined 35 % of airline websites were in
violation of consumer regulations.'

1 EU Airline Sweep Investigation, MEMO/08/756.
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The EU Regulates How Airlines Sell Travel
e Do all price indications include all unavoidable and foreseeable
taxes, charges, surcharges and fees?
e Are optional boxes shown in the booking process on an “opt-in” basis?

e Does the consumer deliberately choose for options without “pre-
ticked” boxes?

e Where certain charges cannot be calculated in advance (check-in fee;
luggage fees), are consumers clearly informed how such charges
may be payable?

Source: EU Airline Sweep Investigation, MEMO/08/756

Using pre-checked boxes to offer additional services ranked among the most fre-
quent irregularities found by EU authorities. Simply stated, opt out is no longer
allowed in the EU. When airlines from outside the EU advertise inside the EU,
then EU laws apply. Carriers selling online elsewhere in the world should change
their behaviour unless the intervention of more government regulators is truly de-
sired. As in many areas in life, the golden rule applies here — “Treat others as you
wish to be treated.”

5 Integrate the Selling Message

Airlines that sell a higher percentage of travel online enjoy greater direct access to
customers and greater sales flexibility. The ancillary revenue movement was born
in Europe and early converts, such as Ryanair and easylJet, implemented services
that could easily be sold via company websites. Most low cost carriers could not
care less about global distribution systems.

Carriers, such as Ryanair, easyJet, AirAsia, and Spirit, are free to innovate and of-
ten choose methods that are difficult to emulate through distribution systems and
online travel agencies. While the ability for legacy airlines to promote ancillary
revenue services in global distribution systems may remain an elusive goal, every
carrier has the ability to control how services are presented and sold on its website.

United Airlines provides an exceptional example of how to build a brand and
integrate a la carte services into the selling environment of a website and booking
engine. United’s Opt family of ancillary revenue products provides an exceptional
example of aggressive implementation by a major airline. Other airline examples
include Jet2.com and Allegiant Air, which use aggressive methods that sell, pro-
mote, and remind through pop-ups and detailed descriptions. Carriers can judge if
these sometimes intrusive methods align with the ancillary revenue brand desired
by the airline.
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Sell by Being Persistent — Not Obnoxious
e Place commission-based products on your home page based upon
alignment with your brand and revenue potential.

e Focus in-path on the a la carte features provided by your airline:
baggage, seat assignment, lounge access, early boarding, and pre-
purchased meals.

e Give placement priority to the big three: hotel, car rental, and
insurance.

e Selling airline seats remains your greatest profit generator; don’t lose
your customers.

e Send follow-up emails to provide more service and sell more products.

Early methods forced consumers to scroll through pages of ancillary revenue of-
fers, some of which were unrelated to the travel experience. Allegiant, with its
unique customer base of holiday-oriented travellers, generates exceptional results
from packing the booking path with offers. Other carriers, especially those cater-
ing to business travellers, have learned to limit in-path activity to key features re-
lated to air travel such as checked baggage, priority check-in, lounge access, and
early boarding.

Everything shouldn’t be promoted on the website. Email can be an effective
tool to sell, promote and remind. But don’t make the mistake of abusing email
contact with customers. Meaningful messages are read and others are deleted.
Eventually, abusers are treated as spammers, and everything gets deleted. Make
emails timely and helpful by including information about origin airport delays,
destination weather, and dining suggestions. Limit content to travel related ser-
vices; not general retail ... and always scrub the offering against items already
purchased by the traveller.

6 Engage Employees as Supporters

The 5 steps are designed to culminate with employees. There is truly one rule
for this step — engage employees early and often during the design process. This
is especially crucial for labour represented employee groups. Support for ancil-
lary revenue activities begins at the top with communication from the CEO that
emphasizes the importance of ancillary revenue. The ultimate objective is to
create a company of sales-oriented employees to support the ancillary revenue
movement.
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Creating a Sales-Oriented Culture

e Engage labour groups early in the process.

e Stress the economic importance of ancillary revenue.

e Share the results of testing and consumer surveys.

e Solicit feedback in the design of airport and onboard processes.
e Equip employees to become sales-oriented through training.

e Communicate financial results on a regular basis.

e Provide incentives to boost sales activity.

Build integrity and trust with employees by demonstrating how research and test-
ing was conducted before full-scale implementation. The business plan should in-
clude revenue targets by department and a process in which program results can
be defined through financial analysis and consumer research.

Airlines are strongly encouraged to use tangible employee incentives to in-
crease the potential for ancillary revenue success. For example, Ryanair flight at-
tendants earn nearly 10% of their salary from onboard sales.” IdeaWorks esti-
mates the carrier paid average buy-on-board incentives of €2,290 per flight atten-
dant during 2008. Other carriers take a more cautious approach by using gift cer-
tificates as incentives tied to cabin sales.

BMI introduced its Employee Rewards and Incentive Club (ERIC) for flight at-
tendants on 01 February 2008.” The carrier totals the commissions earned by indi-
vidual flight attendants for each month and calculates an equivalent point value.
Cabin crew may redeem points at a vendor-operated website for merchandise.

7 Mission Statement

Be thoughtful about the changes that will occur when a la carte pricing is imple-
mented. A la carte pricing should support your brand, not change it. Embarking on
a path to seek ancillary revenue is a business decision that will provide meaningful
cash flow — it’s not an ad-hoc project to implement and forget. All successful
journeys begin with a road map.

2 Based upon Ryanair financials, IdeaWorks calculations, and conversations with cabin
crew.

3 Gift Voucher Shop (GiftVoucherShop.co.uk) press release issued 22 January 2008.



Ancillary Revenue Strategies: Five Success Factors 67

Allegiant Air Defines Its Ancillary Revenue Mission
“We believe by offering a simple base product at an attractive low fare we can

drive demand and generate incremental revenue as customers pay additional
amounts for conveniences they value.

We aim to continue to increase ancillary revenue by unbundling our air travel
product.

Ancillary revenue is generated from the sale of hotel rooms, rental cars, ad-
vance seat assignments, inflight products and other items sold in conjunction

with our scheduled air service.”

Source: Allegiant annual report for 2007






Air Berlin’s Position in Global Aviation

Jens Flottau

At the ITB Aviation Day 2010, Air Berlin CEO Joachim Hunold was still a bit re-
served about the latest strategic turn about to be implemented in his airline. Asked
about the prospects of joining one of the three global airline alliances, Hunold said
that “at the moment nothing is concrete, but that can change quickly.”

As it turned, Hunold was proved to be right within a matter of months. He se-
cretly met executives of the Oneworld and Skyteam alliances in June at the Inter-
national Air Transport Association’s annual general meeting — which very handily
took place in Berlin. And while his most important competitor, Lufthansa, was
busy handling the role as official event host, Hunold was looking at the options
available to him. Two months later, the deal was announced: Air Berlin will be a
Oneworld member most likely in 2012.

That can well be seen as another live experiment as Air Berlin will be the
world’s first low fare airline entering a global alliance that has so far been the do-
main of legacy carriers. Of course, Air Berlin would argue that it isn’t really a low
fare carrier anyway, but something in between incorporating features of both air-
line worlds.

The process of joining Oneworld is expected to be completed by early 2012,
but ahead of this, the airline plans to introduce bilateral cooperation agreements
with American Airlines, British Airways and Finnair.

In Joachim Hunold’s words, the step was “the fourth stage in Air Berlin’s de-
velopment strategy.” The carrier started out with a single used Boeing 707 bought
from TWA to be operated on charter routes to the Mediterranean, but added later
seat-only sales and a scheduled business that now make up 75 % of Air Berlin’s
revenues. The company then acquired local rivals DBA and LTU in 2006 and
2007 respectively turning it into Lufthansa’s most serious competitor. Air Berlin
claims its domestic market share is now at 40 %.

“It is clear in which direction the industry is heading: alliances and consolida-
tion,” Hunold said after the plans were disclosed. He also talked to Skyteam about a
possible membership, but “Oneworld clearly was the best fit for Air Berlin” leaving
it enough freedom to develop. “We were approached as a truly equal partner.”

Air Berlin’s move is a first for the industry. Even though the carrier defines it-
self as a hybrid airline combining legacy and LCC characteristics, the airline’s
relative success in recent years was clearly linked to LCC features: its network is
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primarily focused on point to point services: With the exception of Palma de Mal-
lorca, its hubs (in Dusseldorf and Berlin) are not optimised around short connect-
ing times. Where connections make sense, they are offered keeping aircraft pro-
ductivity high. Also, the airline has benefitted so far from a big advantage in unit
costs compared to its European legacy rivals, estimated to be at around 30 %.

Senior Air Berlin executives admit that it will be a challenge to retain the cur-
rent cost level with alliance complexity introduced. But the airline’s chief strate-
gist Stefan Nagel points out that new IT products will enable Air Berlin to offer
alliance products without having to introduce expensive legacy systems. Nagel
concedes that the company will have to accept some compromises still, but be-
lieves that they will be overcompensated by increased revenues.

The decision will be closely watched by other low cost and hybrid airlines that
have been playing with ideas such as code-sharing, interlining and other legacy in-
ventions. Air Berlin’s move to become a full member of an alliance goes one large
step further than the recent introduction of code-sharing services between JetBlue
and Lufthansa from New York-Kennedy, the planned cooperation between V Aus-
tralia and Delta or the existing links between Virgin Blue and United Airlines. If
successful, it could further blur the dividing lines between legacies and LCCs — a
trend that has been noticeable in many markets for several years now, as both sides
pick up features originally invented as part of the competing business model.

According to Hunold, the airline now sees “a lot of possibilities for long-haul,
but it is too early to talk about specifics.” Air Berlin’s current long-haul operation
is primarily leisure oriented and is based on its fleet of 11 Airbus A330-200s. The
carrier already once started an ambitious expansion project for intercontinental
routes, but that was stopped in 2008 when losses mounted. The carrier has an or-
der for 15 Boeing 787s that are to replace the existing wide-body fleet over the
coming years. The order was cut back from 25 units earlier this year, but Hunold
points out that “we still have options.”

British Airways CEO Willie Walsh still has strong memories of his first meet-
ing with the charismatic Air Berlin boss. “We met Joachim for the first time at the
IATA AGM and recognised instantly that we have a lot in common,” Walsh re-
calls. “It took only two months to come back — that is the fastest deal I have ever
seen in the airline industry.” In his view, Air Berlin adds a “phantastically cost ef-
fective feeder network in Europe” and gives Oneworld a network within the re-
gion that it did not previously have. The opening of the new Berlin airport in late
2011 makes Air Berlin “an even more attractive proposition.” He points out that
the current Oneworld members could learn a lot from Air Berlin’s ability to keep
costs low. According to Walsh, there have been no talks about a possible equity
investment by BA in Air Berlin.

The Air Berlin deal was kept a secret until it was officially announced. “Our
competitors are probably a bit shocked,” Walsh believes. He also stresses that in
his view Oneworld scored “two very significant victories over Skyteam” by add-
ing Air Berlin and keeping Japan Airlines. Skyteam hoped to convince JAL to
switch alliances, but the Japanese carrier decided against it in February.
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But yet another time, Air Berlin does not have a lot of margin to fail. While the
airline has been very successful lately in its strategic moves building market share,
changing the model, moving into corporate markets, that ambition and courage
have not yet paid off in terms of financial results. In fact, the airline has become
notorious for profit warnings following over-ambitious guidance. In 2010, Air
Berlin made losses in the first two quarters, although admittedly it suffered greatly
from the effects of the airspace shutdown in April because of the volcanic ash
cloud over Europe.

On the other hand and in spite of the weak financial results in previous years,
Air Berlin was able to handle the global recession in 2008 and 2009 remarkably
well. The downturn was not a crisis like any other, but the deepest downcycle ever
experienced by the airline industry. And conventional wisdom has it that the (fi-
nancially) weakest fail the quickest. Why?

In retrospect, Air Berlin was probably lucky and quick to decide at the same
time. “We saw relatively early in the spring of 2008 that only some of our routes
were still profitable,” Hunold recalled on stage at the Aviation Day. But that was
not yet due to the economic downturn, the economy was still doing okay. But air-
lines were suffering from extremely high fuel prices and were faced with analyst
projections that saw the price of a barrel of oil reach $200 in a short period of
time. Therefore, it was clear to Hunold that “we hade to be on the safe side.”

The airline made quite deep cuts to its network and also decided that it will
abandon its new strategy for long-haul that it had introduced only recently. “Strat-
egy is nice, but results are more important,” Hunold pointed out. The new strategy
included a focus on business routes that so far had been the exclusive domain of
Lufthansa and thus Air Berlin launched a new route from Dusseldorf to Beijing
and Shanghai in 2008. That market was abandoned only six months after the
launch. “Our quick decisions probably helped us being about half a year ahead of
the general trend,” Hunold said.

Instead of new routes, Air Berlin launched the Jump cost cutting program that
took substantial ballast off the company while not including any lay-offs.

In October 2008, demand fell off a cliff from one day to the next. Particularly
business travel was in its deepest recession ever as companies tried to avoid all
unnecessary costs. Travel budgets are always among the first items to be cut under
these circumstances.

But Air Berlin’s re-invention was already on its way. “Our strategy was ori-
ented along the question what we had to do to position ourselves as industry con-
solidation progresses,” Hunold recalled. The decision to join Oneworld was only
the last mosaic stone; the first and most important one was a route network that
would be attractive to business travellers. For an airline that originally focused on
the charter market, that’s not a small challenge. But in the new environment, Air
Berlin had to focus on metropolitan routes and a network that was linking as many
business markets as possible.

One of the key decisions was the takeover of DBA that gave Air Berlin access
to a dense German domestic network for the first time, as well as the acquisition



72 Jens Flottau

of LTU one year later — although the strategic importance of that latter move is
somewhat cloudy. Hunold definitely took risks in both cases. “If you don’t take
risks, you cannot develop,” he argued nonetheless. And in terms of implementa-
tion, he calls both moves a success. “We have achieved that growth without det-
rimental effect on the product side and we are very proud of that.”

While the rationale of the DBA takeover was obvious, the LTU case is less
clear. In fact, the takeover caused changes that executives did not like and integra-
tion is still not completed. Hunold initially planned to fully integrate LTU, but pi-
lots demanded that their pay and conditions were harmonized around the higher
LTU standards. Plus, the two pilot commissions could not agree on a common
seniority list. Air Berlin pilots had so far been without union representation, but
that changed. “It was clear to me that if | wanted to get LTU, I would also have to
accept Vereinigung Cockpit,” Hunold recalled. Vereinigung Cockpit is Germany’s
powerful pilot union. At the time, the new subsidiary was closer to death as to life
and so Hunold expected some “respect and thankfulness” that he did not get. The
integration was stopped and thus there are still two separate pilot corps. Maybe, as
the Oneworld integration unfolds and new growth opportunities for long-haul
routes emerge with the global economy rebounding, LTU can become a strategi-
cally important platform that can be used as the basis for an expanded long-haul
operation.

There is a third transaction with a strategically important angle, the integration
of TUIfly’s city network at the end of 2009. In the first place, Air Berlin was ap-
proached by TUI if it wanted to buy the airline unit. But Air Berlin was not inter-
ested in the entire operation. It took the part it most liked and also got a new mi-
nority shareholder: As part of the overall deal, TUI acquired a 7.9 % stake in Air
Berlin making the airline somewhat less vulnerable to a potential hostile takeover.

As the economy recovers, the airline will have to look at where to grow again.
That issue is becoming more complex as the opening of Berlin’s new international
airport comes closer. So far, Air Berlin has been focusing on Hamburg and Dus-
seldorf as its most important bases with capacity in Berlin being a constraining
factor. However, the new Berlin-Brandenburg International Airport opens up new
opportunities for the home carrier, particularly since Lufthansa has not been able
to overcome its relative weakness in the Berlin market. Air Berlin plans to intro-
duce hub structures at its home airport, particularly for North-South traffic. At
BBI, Air Berlin will have access to its own dedicated terminal area that will en-
sure easy connections. And the airline has already made some important decisions
ahead of the move to BBI. One of them is the opening of a nonstop service from
Berlin to Dubai, a route that Emirates has wanted to start for many years, but has
not got the necessary traffic rights.

The single biggest challenge in addition to the transformation into an alliance
member is going to be more financial stability for the airline in the coming years.
Economic conditions are improving and that will likely mean growth for the com-
pany again. But if pricing power comes back, the competition will also benefit.
Air Berlin cannot only count on the macro-economy.
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Many times, the question has been raised whether the airline can survive on its
own. In fact, strategic investors such as Etihad Airways have looked at Air Berlin
in the past and may do so again in the future. But BA’s Walsh and Hunold insist
that they have not talked about an equity deal as part of their alliance negotiations.
That of course does not mean it will stay that way forever. Walsh has gone public
recently with his intentions to grow the International Airlines Group (IAG) — the
new parent of BA and Iberia — by adding more carriers to it. Air Berlin could of
course be one of them. That step may become a necessity once the current con-
solidation trend that has so far been limited to regions is turning global. Hunold
may just be waiting for the right time and the right deal that gives the carrier suffi-
cient entrepreneurial freedom to continue its own path as part of a bigger group.
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1 Introduction

This paper seeks to explore the relationship between hotels and climate change.
The role of hotels in contributing to climate change, and the impacts they face as a
result of climate change are discussed. The paper then explores to what extent the
accommodation sector is engaging in behaviour to reduce its contribution to cli-
mate change and why it is in its own self-interest to do so. Subsequent to these
discussions, examples are then provided of how different hotels and hotel chains
are responding to the challenges of climate change focusing at first on mitigation
and then adaptation. A brief discussion of sustainable supply chain management is
also provided given its importance in tackling the causes of climate change. The
examples should not be interpreted as being representative of the sector as a
whole, but rather serves to illustrate the range of activities currently being under-
taken in the sector.

2 Hotels and Climate Change: Setting the Scene

We often speak as though climate change is a future event. This is not the case.
Climate change is here. It is not something that is to happen; it is happening. Of
course, climate change and its impacts are set to increase and yet already the im-
pacts of climate change are being felt in many destinations around the world. Ac-
cording to the Intergovernmental Panel on Climate Change’s (IPCC) Fourth As-
sessment Report (the fifth report was in the process of being compiled at the time
of writing) “warming of the climate system is unequivocal, as is now evident from
observations of increases in global average air and ocean temperatures, wide-
spread melting of snow and ice and rising global average sea level” (IPCC,
2007:30). To highlight just a few findings from the report, global sea level rose at
an average rate of 1.8 mm per year over 1961 to 2003 and at an average rate of
about 3.1 mm per year from 1993 to 2003. Satellite data since 1978 show that
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annual average Arctic sea ice extent has shrunk by 2.7 % per decade, with larger
decreases in summer of 7.4 % per decade. Mountain glaciers and snow cover on
average have declined in both hemispheres. The maximum areal extent of season-
ally frozen ground has decreased by about 7% in the Northern Hemisphere since
1900, with decreases in spring of up to 15 %. These are just some of the data that
have contributed to the now widely accepted understanding that the earth’s cli-
mate is warming, and, importantly, is warming at an alarming rate.

While there is now less debate then about whether the earth’s atmosphere is
warming or not, the extent of humankind’s contribution to this warming is some-
what more controversial although the majority of the scientific community accepts
that human activity is responsible for the warming of the earth’s atmosphere. This
occurs primarily through the burning of fossil fuels and the resultant emission of
green house gases (GHGs). Tourism as an activity that contributes to GHG emis-
sions shares some of the responsibility for this warming; its contribution to man-
made climate change is estimated at approximately 5 % (UNWTO, 2009). As tour-
ism’s main contributor to GHG emissions, transport, and in particular aviation, are
usually the target of initiatives aimed at reducing tourism’s contribution to climate
change. Nonetheless, it is not as though other sub-sectors of the tourism industry
can simply be disregarded because of transport’s major share of tourism’s emis-
sions. Thus, the accommodation sector has been estimated to contribute 21 % of
tourism’s GHG emissions (in terms of energy throughput, UNWTO, 2008:132).
Total CO, emissions associated with accommodation are estimated at 274 Mt
(UNWTO, 2008:130). Indeed, the 2003 Djerba Declaration on Climate Change
and Tourism highlighted the obligation of all sub sectors of the tourism industry
(including transport companies, hoteliers, tour operators, travel agents and tourist
guides, and consumers) to reduce their GHG emissions and subscribe to all rele-
vant intergovernmental and multilateral agreements to mitigate climate change.

The tourism industry will become increasingly affected by climate change.
Coastal regions and mountains are often regarded as being particularly affected,
the former through erosion, the latter through reduction in snowfall (a particularly
Euro-/North American centric view of mountains is apparent here). Furthermore,
despite repeated assurances that the nature of tourists and tourism is changing, i. e.
that tourists are increasingly interested in authentic experiences and culture, a
large market segment is still drawn to destinations almost exclusively because of
their climatic conditions. While in decline in Europe, the traditional package tour
still attracts millions of consumers annually. The ‘climate tourists’ may as Ehmer
and Heyman (2008) point out move from one destination to another as the ‘ideal
climate’ shifts geographically, and as such it is possible to speak of winners and
losers in the tourism industry as a result of climate change. Nonetheless, it is easy
to become complacent in a sector analysis by adopting a ‘winners/losers’ termi-
nology. O’Brien et al. (2006) for example warn that such an analysis often fails to
take into account wider societal impacts of climate change, which are admittedly
more difficult to model. Indeed, the indirect impacts of climate induced environ-
mental change, e. g. droughts, disease, algal blooms, wildfires, are largely negative
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(UNWTO, 2009; direct effects relate to a destination’s climate as a pull factor for
tourists as discussed).

The accommodation sector is highly fragmented. Included within the term ac-
commodation are for example hotels, vacation homes, vacation villages and cara-
vans. Clearly, levels of emissions of GHGs will depend on the specific sub sector of
the hospitality/accommodation industry. According to the UNWTO et al. (2008) en-
ergy use per guest night for hotels is 20.6 Kg CO,, whereas for campsites it is 7.9
Kg CO,. For the purposes of this paper our focus is on hotels as a sub-sector of the
tourism industry. Likewise, it would be erroneous to claim all hotels are alike in
terms of their impacts on and need to adapt to climate change. Issues around differ-
ent types of destination aside, hotel classifications have implications for levels of
GHGs emitted. A luxury hotel is almost unimaginable without air conditioning or a
swimming pool — the same cannot be said for budget hotels. A luxury hotel in a
tropical climate will have a far higher level of per capita energy use than a budget
hotel in a temperate climate. It would be highly suspect to simply compare the two
in terms of energy use without taking such features into account. A standard CO,
emissions benchmark for hotels is therefore of dubious value.

It is claimed hotels’ adaptive capacity is weaker than other tourism businesses.
By adaptive capacity we are looking at means of dealing with the impacts of cli-
mate change as opposed to mitigation which seeks to restrict GHG emissions or at
least offset them (for a further discussion of these concepts see below). As Figure
1 indicates, hotels’ adaptive capacity is low because the hotel cannot simply move
from one location to another, unlike the tourist. Similarly, to an extent tour opera-
tors can relatively easily shift their focus from one destination to another. The ho-
tel therefore has an undeniably strong link to the destination, their fortunes are in-
separable. It should be qualified that not all hotels, i.e. the physical building, are
owned by the company that runs the hotel. Very often, in fact increasingly so,
large hotel chains lease premises as opposed to buying them. Clearly the risk of
adverse impact in the destination is greater for the owners of the real estate than
that of its leaseholders.

Tourists Tour Operators, Hotels/Resorts
Transport Attraction
Providers Operators

Communities

< |
N [
HIGH Low
Adaptive Capacity

\4

Fig. 1. Relative adaptive capacity of major tourism sub-sectors

Source: UNWTO, 2008



80 Andreas Walmsley

3 To Deal or Not to Deal with Climate Change

Pizam (2009) recently posed the question whether ‘green’ hotels were a fad, ploy,
or fact of life? His convincing conclusion is that green hotels (for ‘green’ read:
sustainable, eco, environmentally friendly etc.) are here to stay. In fact, hotels
which have from the outset had an environmental agenda are not new. What is
new is the rapid growth of the importance of environmental management to the
hospitality industry. Nonetheless, there is still some way to go in addressing the
impacts of climate change in the hotel sector. Arcodia and Dickson (2008) suggest
that little information exists on how the hospitality industry is responding to cli-
mate change (in an Australian context). Similarly, we should not forget that many
businesses engage in greenwashing, i.e. presenting themselves as particularly en-
vironmentally friendly when they are anything but, and yet this should not detract
from the fact that the hospitality industry has come on a great deal in the last two
decades in terms of monitoring and improving its environmental performance. In-
deed, there are now hospitality operations such as Six Senses Resorts and Spas
that clearly emphasise their environmental credentials, supported by actions un-
dertaken to improve the business’ environmental performance. Another example
we will return to below, this time from a small, boutique hotel, is Stratton’s Hotel
in Norfolk, UK (www.strattonshotel.com) whose strap line is: “luxury without
sacrifice to the environment”.

An interesting paradox within the hospitality industry relates to the justification
of inactivity in relation to climate change. On the one hand proponents of more
activity aimed at curbing GHG emissions make a business case for doing so (more
on this below). On the other, investing in a business’ capacity to reduce GHG
emissions is regarded as a cost which ultimately leads to uncompetitiveness be-
cause those hotels that do not reduce their emissions are in a stronger financial po-
sition. It is a straightforward case of Hardin’s Tragedy of the Commons (Holden,
2005), i. e. the environment as a common pool resource is degraded because there
an no limits on its use (with the growing awareness of climate change and its
causes things are changing, for example by introducing emissions quotas and taxes
on emissions a shadow price is created).

The hospitality industry is highly competitive. Hotels in most destinations vie
for business. Focusing on environmental credentials is regarded as one way of dif-
ferentiating the business from competitors. Improving a businesses’ environmental
performance is not necessarily a purely selfless act in other words. For example,
IHG introduced its ‘Green Engage’ online system in 2009. It is estimated that if all
4,000 properties across IHG’s portfolio adopt the system cost savings of approxi-
mately $200 million are likely (Weinstein, 2009). Thus, both in terms of cost re-
ductions through energy efficiency savings as well as through increased appeal to
the environmentally aware consumer the responsible hospitality organisation can
gain a competitive advantage. Of course, there are also indirect benefits to the
hospitality organisation when a hotel’s improved environmental performance posi-
tively impacts the destination as a whole (Claver-Cortés et al. 2007).
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While most hotels now recognise the relationship between reduced energy use
and cost savings, often substantial capital expenditure is required to minimise en-
ergy use further, or to use energy more efficiently. A recent roundtable of hospi-
tality professionals in the UK organised by the International Centre for Responsi-
ble Tourism (www.icrtourism.org) revealed that all but the most pressing capital
expenditure items had been put on hold in some businesses during the recession.
The claim that responsible business practices make business sense while therefore
generally appropriate, does need some qualification according to whether the
measure taken to improve environmental performance is easily achievable or
whether a significant amount of capital expenditure is required. After all, in a
competitive environment, any measure that provides one company with a competi-
tive advantage over another will soon be emulated, so economic theory tells us.
The speed at which environmental practices are being adopted in the hospitality
industry is a moot point however. On that basis there has to be some acknowl-
edgement that while strong, the business case is not unproblematic.

Nonetheless, the link between improved environmental performance (which in-
cidentally goes beyond GHG emissions but also includes such things as the man-
agement of waste and water consumption) and a firm’s costs is at least relatively
clear. Less clear is the aforementioned relationship between ethical consumerism
and business performance. The relationship is fairly complex, not least because of
intervening variables, and so while there is some evidence that consumers are be-
coming increasingly environmentally conscious in their purchasing behaviour, to
date the evidence is still limited (see for example the previously mentioned study
by Claver-Cortes et al.’s (2007)). Competitive advantage aside, there are of course
other reasons why a hotel may engage in environmentally responsible behaviour,
or, more generally, why a business may engage in activities as part of a corporate
social responsibility agenda such as legal requirements and social norms (for a
general, non-industry-specific discussion see for example Carroll, 1979.)

4 Examples of Good Practice

We now move on to actions that hotels have taken to tackle climate change. By
tackling climate change we mean both tackling its affects as well as its causes.
While it may, from a purely hard-nosed business perspective, seem only necessary
to deal with its affects, as the discussion above has shown, tackling its causes can
also be good for business. In technical terms, the jargon for tackling the causes
and affects of climate change are, respectively, mitigation and adaptation. This
line of argumentation aside, it is of course quite simple to provide a moral or ethi-
cal justification for the reduction of GHG emissions as a strategy a hotel might
pursue although we do not want to go down this line of reasoning here (for an in-
teresting discussion see Megone’s, 2002, work on Aristotelian approaches to busi-
ness ethics).
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41 Mitigation

Studies indicate that there is high agreement and much evidence of substantial
economic potential for the mitigation of global GHG emissions over the coming
decades that could offset the projected growth of global emissions or reduce emis-
sions below current levels (IPCC, 2007:58). Of course, an increasing amount of
environmental legislation is having an impact on hospitality operations but one
would hope that conviction rather than coercion is more important in addressing
the impact of hotels’ operations on GHG emissions.

A number of organisations and initiatives exist that provide assistance to hotels in
reducing their GHG emissions. For example the International Tourism Partnership
(ITP — www.tourismpartnership.org formerly the International Environmental Ho-
tels Initiative) has published a very concise guide to ‘going green’ which unsurpris-
ingly covers energy use amongst other things. Likewise, Considerate Hoteliers
(www.consideratehoteliers.com) is an association of hoteliers with improved envi-
ronmental and social performance as their goal. A well known non-UK based or-
ganisation is the Green Hotels Association which in return for a membership fee will
send members a ‘green guide’ of ideas and techniques to improve energy efficiency
and reduce energy use (the emphasis is very much on cost savings). Hotel Energy
Solutions (www.hotelenergysolutions.net) is an EU initiative targeting small and
medium-sized hotels. It aims to develop, test and then provide a toolkit to assist ho-
tels in becoming more energy efficient and also to make more use of renewable en-
ergy. The toolkit should be available in 2011 and will allow hotels to conduct com-
parisons with a benchmark and establish how they might reduce energy use along
with case studies of businesses that have achieved considerable cost savings through
becoming more energy efficient. Many more initiatives exist of course.

There are a number of ways hospitality businesses can reduce GHG emissions
that can be categorised into the following (UNWTO, 2008):

e Reducing/eliminating energy use
e Improving energy efficiency
e Increase the use of renewable energy

e Sequestering carbon

Strasdas (2010) in a useful discussion of carbon management adds two further
items to this list: measurement and communication. That is, initially, before any
action is taken, one must measure where emissions are occurring (sometimes re-
ferred to a conducting an energy audit), and finally it is important from a business
perspective to inform stakeholders of the company’s actions in relation to carbon
management. Ideally, mitigation in the hospitality industry will lead to carbon
neutrality, i.e. reducing GHG emissions and offsetting any remaining emissions,
although it should be acknowledged that offsetting is a problematic concept (see
for example Goodwin and Walmsley, 2009) as it may, amongst other things lead
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to complacency, which would certainly be inappropriate as rather than ‘neutralis-
ing’ carbon emissions, these are really just compensated (Gossling, 2009 in Stras-
das 2010). The Institute for Environment and Development (www.iied.org) claims
“There is a feeling that all offsets, far from being a means of taking responsibility
for one’s actions, may actually be a means of evading responsibility. They may
serve to assuage people’s guilt, yet do little to encourage carbon-neutral life-
styles.” Ultimately, given the immediacy of the problem, offsetting should not be
seen as the solution to the climate problem, but rather as an aid.

The discussion now focuses on examples of how individual hotels and hotel
chains have reduced energy use, either through reducing energy requirements di-
rectly, or through improved energy efficiency. Subsequently, examples are also
provided of hotels that have switched some of their energy from non-renewable to
renewable sources. The examples range from the straightforward to the innova-
tive. The aim is to provide a source of inspiration in terms of what can be achieved
when one sets one’s mind on tackling the causes of climate change.

While it would be tempting in this section to include improved energy effi-
ciency, which is after all a means of reducing energy use (energy efficiency is the
ability to use less energy to perform the same function), what this section focuses
on is an actual reduction in energy used in terms of elimination of the energy re-
quirement.

4.2 Reduction/Elimination of Energy Use

Much energy in hotels is used by heating and cooling rooms. Simpson et al.
(2008) explain that particularly in the tropics and warm destinations temperature
settings in hotels with air conditioning are often set below 20°C whilst customers
would generally accept temperatures of between 20°C and 25°C. Likewise, tem-
perature settings are often set too high for guests in temperate climates with guests
then having to turn thermostats down. Clearly, much energy is wasted by heating a
room for a whole day when the guest does not arrive until the evening. The five
star Lowry hotel in Manchester recently installed a building management system
which turns off lights and air conditioning in areas of the hotel that are not in use.
This and other measures have resulted in the Lowry’s annual energy bill falling by
£37,000 (€44,000) and its carbon emissions reducing by 350 tonnes a year (British
Hospitality Association E-Zine 2009, Issue 93).

Low cost/no cost measures include making maximum use of daylight and posi-
tioning lighting where it is most effective. Re-using towels is the prime example
of reducing energy use, and has been around for many years. Initially this proba-
bly had little to do with tackling climate change but was, from an admittedly cyni-
cal perspective, about cost savings. A low cost/no cost example of reducing en-
ergy use which is also an indication of the innovatory practices some hotels en-
gage in an attempt to reduce energy usage is that offered by Hilton Sandton. Team
lifts have signs that exhort their employees to walk up one and down two flights of
stairs instead of using the lifts. Overall, Hilton’s ‘We Care’ (Hilton International —
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European Division) programme which aimed at reducing energy use across the
group has meant a $3.2 million saving.

Strattons Hotel in Norfolk, UK, is an example of a boutique hotel that is taking
its environmental responsibility very seriously (and has won numerous awards for
its environmental performance). It has been able to save substantial amounts of
money through an innovative and creative approach to environmental manage-
ment. In fact, Stratton’s commitment to the environment is such that it offers
guests arriving by public transport a 10 % discount. Staff is provided with bonuses
relating to environmental performance. These initiatives add to Stratton’s appeal,
both for employees as for customers. The business is thriving. Stratton’s owner,
Victoria Scott, declares: “We believe quality and care for the environment go
hand-in-hand. One is not sacrificed for the other, wanting the best in terms of
quality means wasting less, supporting local producers and suppliers, sourcing
ethically, which means caring for your environment — these are the criteria, this is
what we do, this is what anyone can do” (Hospitable Climates, 2007).

An often neglected aspect of reducing GHGs in hospitality is food production
and consumption. Garnett (2008) provides figures indicating that food consump-
tion in the UK contributes approximately 19 % of consumption related emissions.
A study by the European Commission (2006) estimates that food consumption in
the European Union contributes at least 30 % to total EU emissions. Evidently
there is difficulty in measuring emissions from food consumption/production and
yet these figures indicate the magnitude of the problem. Locally sourced produce
may assist in cutting down CO, emissions from transport and it is possible to
speak of a trend to source food locally in the sector. Indeed, there is now a slow
food movement which, while not solely established on the basis of climate change
concerns, does have relevance to climate change because of its emphasis on lo-
cally sourced produce. Reducing food related GHG emissions is not just about its
transportation but also about its storage. Correct refrigeration practices help to re-
duce energy use such as not overfilling refrigerators and their regular mainte-
nance. Again, it should be pointed out that despite the great emphasis in the reduc-
tion of tourism’s contribution to climate change being on transport, such appar-
ently ‘minor’ actions also play a part in the concerted effort to tackle the issue.

4.3 Increasing Energy Efficiency

The Ontario Restaurant, Hotel and Motel Association suggests that energy effi-
ciency practices and equipment in hotels can result in 20 % savings. In fact, the
ORHMA usefully provides a list of no less than 74 energy tips on its website
(www.orhma.com/NEWS/saving energy dollars.asp\) the majority of which are
no cost/low cost measures. A different guide produced by Elyza et al. (2005) puts
the potential energy savings for hotels worldwide as a result of introducing energy
efficiency measures at 25 %. Furthermore, the Carbon Trust estimated that energy
efficiency savings can be upward of 5% for improving housekeeping measures,
and more generally 10% for low cost measures. The ORHMA also provides a



Climate Change Mitigation and Adaptation in the Hospitality Industry 85

case study of Holiday Inn Select Toronto Airport. This hotel has focused on reduc-
ing its energy consumption which includes caulking the entire exterior of the
building as well as replacing 163 windows with thermal windows. Traditional
lighting has been replaced by compact fluorescent bulbs and boilers are gradually
being replaced by more energy efficient ones. Clearly, many similar examples
across the hospitality industry can be found.

Part of the Accor family, Motel 6 (www.motel6.com) is the largest owned and
operated hotel chain in North America. Motel 6 is striving to improve its environ-
mental performance by redesigning rooms using fluorescent lighting and wood-
effect flooring made from unused industry scraps. Motel 6 promotes energy effi-
ciency by using solar panels on hotels’ roofs, using recycled material in the floor-
ing, and using high efficiency laundry equipment.

The Crowne Plaza Riverwalk in San Antonio, Texas, highlights the significant
financial and environmental benefits that can be achieved through smart changes.
With 21 floors, 410 guest rooms, and extensive meeting space, this AAA 4-
diamond full-service hotel began strategically addressing so-called low-hanging
fruit opportunities in 2006 — cleaning HVAC coils, performing energy efficiency
lighting upgrades, installing programmable thermostats in guest rooms, and using
variable frequency drives on large motors. All of these projects significantly en-
hanced the hotel’s energy performance, all while yielding a 3-year or less return
on investment. Through dedication to energy efficiency, the Crowne Plaza River-
walk successfully reduced its electricity consumption by 26 percent within a two-
year period, and reduced natural gas consumption by 13 percent within four years.
This translates to over 2.5 million kWh and 36,000 therms saved, leading to less
energy costs and a smaller environmental footprint (Source of this case study:
WWW.energystar.gov).

4.4 Using Renewable Energy

There are numerous forms of renewable energy. The most common are: Solar
(thermal and photo voltaic), wind power, hydro power, geothermal and biomass
(the use of biomass still creates CO, but is less polluting than conventional
sources of energy). Before examples of hotels that are using renewable energy are
presented, it is useful to note that according to the Economist (December 5th 2009,
A Special Report on the Carbon Economy) the technical know-how exists to prac-
tically eliminate CO, emissions. The issue then is the cost involved in pursuing a
carbon neutral economy not a lack in technical ‘know-how’.

An example of a capital investment that pays dividends in the long run is the
installation of solar panels. Many businesses look solely at the payback period
when deciding whether to invest in capital items or not. Admittedly, the advantage
of this technique is its simplicity. However, payback as an investment appraisal
technique is fraught with problems. It does, for example, not take into account
how the money might otherwise have been spent, opportunity costs in other
words. Thus, a project may be far more profitable than alternative project but be
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rejected because the latter has a shorter payback period (installation of a new gen-
erator may have a shorter payback period than the solar panels but in the long run
the solar panels save the company more money). Furthermore, it is based on the
assumption that all things stay the same, i.e. that today’s energy source will re-
main reliable in the foreseeable future (ideally, payback will take into account an-
ticipated price fluctuations but this rarely happens). An example of a hotel chain
that appears to be tackling the energy use issue head on is Accor. Draper and
Murray (2008) report that Accor had set itself a target of fitting 200 hotels with
solar water-heating panels by 2010, which would produce 40 % of domestic hot
water. In 2004 Accor saved 1,120 MWh of energy by installing 2,370 square me-
ters of solar heating panels on 28 hotels. By the end of 2007, the number of hotels
equipped with solar panels for the production of domestic hot water reached 47,
and the quantity of solar power used amounted to 1,796 MWh. A further example
of a hotel that is making the most of renewable energy is Crowne Plaza, Alice
Springs. This hotel inaugurated the largest building-mounted solar photovoltaic
(PV) system in the southern hemisphere in 2009. The PV system will reduce CO,
emissions by 420 tons per year. The system will generate 530,000 KWh per year
which is enough to power 60 family homes (Weinstein, 2009).

Moving away from large hotels and hotel chains, Brignall Mill (www.brignall-
mill.co.uk) is a former mill turned holiday cottage. Hidden under the lawn is a
pipe that draws water from the river and blasts it through a turbine. In summer
there is an energy surplus so the owners are able to export electricity to the na-
tional grid. Brignall Mill also makes use of solar panels and a wood burner. An-
other hotel that works on the same principle, i. e. uses hydroelectric power as its
source of energy is Hotel and Spa Rosa Alpina in the Dolomites, Italy
(www.rosalpina.it). In fact it generates enough electricity that it is able to power
to more than half of the village of San Cassiano. The hotel’s website claims:
“We, the Rosa Alpina Hotel & Spa recognize that our work may have a direct or
indirect effect on the local, regional and global environment. Therefore we are
committed to reducing any harmful effects on the environment and promoting
the understanding of sustainability.” This is clearly not a case of greenwashing
(the hotel also provides training to its staff on green issues and tries to source all
its produce locally).

An example of a truly innovative idea is adopting Yurts — nomadic tents from
the steppes of Asia — into a form of tourist accommodation. Staying in a yurt
might sound slightly peculiar and lacking in comfort but some providers of this
type of hospitality experience, such as Hoopoe Yurt Hotel in Andalucia, Spain
(www.yurthotel.com), provide a high level of comfort with minimal environ-
mental impact. The yurts have double beds with sheepskin rugs and outdoor bam-
boo bathrooms with solar-powered hot showers. Candle-lit dinners are served us-
ing produce from the owner’s garden. Evidently, the green economy provides
economic opportunities.
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4.5 Sustainable Supply Chain Management

Green procurement policies as part of sustainable supply chain management
(SSCM) are a key tool in reducing an organisation’s carbon footprint. According
to Font et al. (2008) SSCM has traditionally focused on the manufacturing indus-
try but has a big role to play in ensuring the sustainability of the tourism industry.
The bigger players have more of a responsibility here as they can put more pres-
sure on suppliers to adhere to ‘green’ criteria in the provision of goods and ser-
vices to the hotel. It should be pointed out though that tackling the causes of cli-
mate change should be a common goal and relationships with suppliers need to be
built on mutual trust. A green procurement policy should promote closer working
between supplier and buyer, with benefits to both partners (Envirowise, 2009).
Heavy handed approaches will not work in the long term.

Scandic Hotels have long been associated with a concern with environmental
performance. This extends to their dealings with suppliers. Scandic requires all of
its suppliers to sign a ‘supplier declaration’ stating that they operate according to a
sustainability policy (Draper, 2008} .

Turning again to sustainable supply chain management, the company ‘Caterers
Linen Supply’ has launched a steamless laundry service. Apart from reducing wa-
ter usage by 70 %, energy use is down by 25 %. This is achieved through a range
of new technologies which avoids having to send steam down pipes and lose heat.
Furthermore, thermal exchange is used to transfer heat from waste water to cool
incoming water.

Of course, sometimes the hotel itself is a supplier of rooms to the tour operating
sector. It is therefore affected by other companies’ supply chain management poli-
cies. Travelife has been introduced as a sustainability system for tour operators.
The aim is to make the tour operator more sustainable and one way of achieving
this is to make the tour operator’s suppliers more sustainable. Travelife is pres-
ently introduced among more than 450 tour operator members of European tour
operator associations (www.travelife.eu). Interestingly, while the Travelife initia-
tive emphasises that tourism businesses need to reduce their energy costs, its sus-
tainability handbook does not explicitly mention climate change.

4.6 Adaptation

Adaptation has been defined by the IPCC as “an adjustment in natural or human
systems in response to actual or expected climatic stimuli or their effects, which
moderates harm or exploits beneficial opportunities.” In simple terms, adaptation
relates to how businesses deal with the impacts, or potential impacts, of climate
change. Potential impacts are mentioned as vulnerability is crucial in making
sense of adaptation. Empirical research suggests that higher benefit-cost ratios can
be achieved by implementing some adaptation measures at an early stage com-
pared to retrofitting long-lived infrastructure at a later date (IPCC, 2007:56). Bet-
ter to adapt sooner rather than later in other words. In fact the same applies to



88 Andreas Walmsley

mitigation. While we usually think of existing establishments when considering
mitigating climate change impacts in the accommodation sector, much can be
done at the design and construction stages of a hotel, for example, to ensure that
throughout a hotel’s lifecycle GHG emissions are minimised.

Nonetheless, adaptation is, almost by definition, an ongoing activity as the en-
vironment changes. It moves from implementation to evaluation and back to im-
plementation. While the main focus of adaptation measures have been of a techni-
cal nature, Simpson et al. (2008) also include managerial, policy, research, educa-
tion and behavioural adaptation measures. Whereas mitigation focuses by defini-
tion on the reduction of GHG emissions, adaptation encompasses a much broader
range of issues. Some examples of hotels follow that have dealt with the various
impacts of climate change on their businesses.

Hotels rely on an adequate supply of good quality water. Kyriakidis and Felton
(2008) propose that a typical occupied hotel room uses 825 litres per day. There is
evidence that water shortages can negatively impact tourist numbers. A prime ex-
ample are the Balearic Islands (see for example Essex and Newnham, 2004; Batle
and Robledo, 2000). Many hotels, particularly those in areas where water short-
ages are acute, have resorted to a number of innovatory water saving devices, i. €.
a technological fix. These range from the collection and use of rainwater, grey wa-
ter separation to dry composting toilets and water recycling. Water usage can be
reduced through behaviour change too. Thus, customers can be given the option of
re-using towels (a standard practice now) and showers can replace bath tubs
(though this is more difficult the higher the hotel’s quality rating).

Buzinde et al. (2010) describe a situation in Playacar, Mexico, where hoteliers
have had to resort to drastic measures to adapt to coastal erosion. While not defini-
tively proven, the increasing number of hurricanes in the Caribbean coincides with
predictions that climate change will bring about more severe weather patterns. The
hurricane season of 2005 was particularly inimical to Playacar’s beach, erosion
taking a heavy toll. Hoteliers have had to use sandbags to create temporary steps
for visitors to access the beach as well as trying to replenish the beach themselves
using dredging technology. These measures are clearly only temporary and the
question of how long these businesses remain viable is up in the air. Buzinde et
al.’s (2010) paper indicates that some hoteliers are still trying to represent Play-
acar as a beach paradise. Tourists are only going to be deceived for so long, par-
ticularly given today’s ubiquitous access to communication channels.

Tourism in the Alps is particularly sensitive to climate change given the reli-
ance on winter sports tourism. Furthermore, warming in the Alps is taking place at
a more rapid rate than elsewhere and this becomes evident in reduced snowfall at
lower altitudes. Admittedly, snow cover varies from year to year but to take one
measure of a warming climate, the years 1994, 2000, 2002, and 2003 have been
the warmest on record in the Alps in the last 500 years (Agrawala, 2007). Abegg
et al. (2007) propose that the natural line of snow reliability increases by 150 m for
every 1°C rise in temperature. On this basis they calculate that under present cli-
matic conditions 609 out of 666 (91 %) Alpine ski areas are naturally snow reli-
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able. However, a 1°C warming would result in the reduction to 500 (75 %) of cur-
rent Alpine ski areas, to 404 (61 %) with a 2°C warming and to 202 (30 %) with a
4°C warming on the climate. Abegg et al. (2007) subsequently discuss adaptation
measures by ski operators. These measures are largely technical and can be cate-
gorised into the four following categories: landscaping and slope development; a
move to higher altitudes and north facing slopes; glacier skiing; and artificial
snow-making. Evidently, these adaptation measures are largely only indirectly ap-
plicable to hotels although the accommodation sector would benefit from them.
Nonetheless, if hotels are going to benefit from these adaptation measures then
one would assume they might contribute to their costs. This point is also raised by
Abegg et al. (2007) who claim that an increasing number of ski operators regard
snow-making as a public service to which the entire community should contribute.
This is not to say that these adaptation measures are unproblematic. Snow-making
is resource intensive (energy and water) and therefore costly, and ironically, will
serve to exacerbate climate change.

Further adaptation measures include diversification of activities that attract
tourists, into, for example, spa, wellness and congress tourism. While the mainstay
of income to communities in the Alps from tourism comes from winter sports,
summer Alpine tourism is clearly important. Activities such as hiking can also be
undertaken in the winter and it has been found that many of the tourists who visit
the Alps in the winter season do not actually ski. Nevertheless, they still expect
snow so the extent to which diversification can offset the decline in the number of
skiers remains relatively low.

5 Conclusion

Climate change is affecting the hospitality industry. Direct affects are being felt in
different destinations around the world, from reduced snow fall to beach erosion,
for example. While it is tempting to make prognoses about which destinations and
regions will be harmed and which might benefit from climate change, the overall
impacts of unmitigated climate change are costly for all. For understandable rea-
sons given its share of tourism’s contribution to GHG emissions, discussions of
tourism and climate change have primarily focused on the transport sector. This
paper argues that the hospitality industry, specifically hotels, needs to increase
their engagement with climate change mitigation. While recent years have seen
numerous initiatives, and there is now much support for hotels that are trying to
reduce their so-called carbon footprint, witness the examples presented here, the
hospitality industry still has a long way to go before anything close to carbon neu-
trality is reached. Certainly, the hospitality industry can no longer shirk its respon-
sibility as a contributor to GHG emissions and hence climate change by pointing
the finger at airlines. In fact, as numerous case studies indicate, it generally makes
sound business sense to reduce one’s GHG emissions both from a cost as well as
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reputation perspective. In sum, while much is being done by hotels to address cli-
mate change, both its causes and impacts, much more could of course be done. As
the earth’s atmosphere continues to warm, adaptation will become a necessity. Fi-
nancially it makes more sense to tackle climate change now, the longer we wait
the more costly adaptation will become.
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Eco-leadership and Green Lifestyle: Successful
Strategy for a Growing Market Segment?

Andreas Reiter

We are living in a turbulent world — the crisis of the last years — being in fact a
structural crisis — leads to fundamental changes in economy and society. More and
more consumers as well as future-orientated players in the market are realizing
that a primarily quantitative growth (higher, faster, bigger) has found its end. Best-
practise of failure — due to the lack of sustainable development and good govern-
ance — can be seen in Dubai (“The sky is the limit”) — where visions of place
branding (“Top of the World”) grounded and were painfully faced with reality.

1 Holistic Quality of Life and Rising Eco-awareness

The operating system of our market economy is going to be reset. The new pass-
words for the future are: sustainable growth instead of quarterly quickies and
value orientated innovation. Society is facing a change of values focussed on ho-
listic quality of life in economic, ecological and social terms. Lead consumers and
early adopters like the so called Lohas (Lifestyle of Health and Sustainability)
demand sustainable products which are ethically and socially correct, regional and
transporting an authentic spirit.

This new Green Deal of the 2nd decade is reconciling economy with ecology,
regional value chains with global competitiveness. It is focussing consumer values
as well as a responsible sustainable management of existing resources. Eco-
awareness is rising more and more and has a strong impact on the culture of prod-
ucts in nearly every sector.

Consumer’s eco-awareness is due to external factors (energy costs, climate pro-
tection etc.), but has as well a lot to do with social aspects (higher level of educa-
tion, more ethical value orientation etc.).

To summarize, the shift towards sustainability in general is driven by

e Climate protection: the global warming is supposed to rise 0.2°C per dec-
ade for the next 20 years'. Climate protection is one of the main issues of

Source: IPCC Report 2007 (Intergovernmental Panel on Climate Change), Cambridge 2007.
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global governance leading to various strategies, especially in Europe — global
warming should be kept within a limit of +2°C to avoid much more dra-
matic damages.

e Rising energy costs (having an impact on energy saving and energy effi-
ciency policy of companies, municipalities etc.)

e Increasing ecological sensibility of Lead Consumers

e Search for local authenticity (the more global brands are dominating the
consumer’s world, the more consumers are yearning for local brands with a
local signature and produced with a local spirit).

For the hospitality industry, besides environmental goals such as climate protec-
tion, it is one of the main internal goals to reduce the rise of energy costs — which
exploded in the past years:

in 2008 143,700

in 2005 77,600 in EUR

Fig. 1. Rising energy costs (4-star hotel, Austria)
Source: WKO

The shift towards sustainability and green lifestyle-brands in the tourism and hos-
pitality industry is not only due to internal economic and ecologic factors, it also is
a strategic decision to set up branding in order to differentiate from competitors.

The Greening of Tourism is — in mid terms — changing touristic infrastructure.
Sustainable tourism is based on regional value chains (network of local suppliers,
local producers of food & energy etc.) and includes renewable energy concepts —
E-Tourism — in the meaning of energy efficiency, electro mobility etc. A lot of
sustainable touristic development models are promoting new products and re-
gional sustainable brands (in Europe the initiative European Destinations of Excel-
lence, initiated by the European Commission, is one of those best-practise-tools to
encourage sustainable projects in hidden regions).

But what about sustainable energy concepts in the hospitality industry? Is there
a respectable shift towards renewables, energy saving etc.? What is state of the
art? Do players in the hospitality industry have a clear and handsome vision of a
green future or are they just executing “green washing”?
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2 Sustainable Concepts in the Hospitality Industry

In the real estate industry, in facility management and urban planning sustainable
housing is a fundamental paradigm. We not only are living a boom of Green
Buildings across European countries (the most outstanding being the Swiss Re
Tower in London), but also a slow development towards holistic eco-cities (best
practise is the eco-city of Masdar in Abu Dhabi, being in construction and follow-
ing the principal of “zero carbon, zero waste”). But we only do have, at least for
the moment, few benchmarks of convincing sustainable concepts in the leisure and
hospitality industry. However, the ones existing are encouraging others.

All concepts do have as common purpose maintaining and protecting nature,
minimising the ecological footprint and the operating costs for the tourism and
hospitality industry. At the same time eco-concepts are maximising the moral bal-
ance sheet for providers as well as for guests — an added value in customer rela-
tionship.

The movement towards sustainable lifestyle concepts has, naturally, its origin
in eco-tourism and eco-resorts.

One benchmark is the Chumbe Island Coral Park in Zanzibar, East Africa. Be-
ing a nature conservation project, the Marine Park won a lot of international
awards for nature conservation and socially responsible tourism. Chumbe Island,
one of about 130 eco-lodges worldwide, consists of a handful of eco-bungalows,
surprising and charming, built as eco-architecture using local materials. Due to
their traditional construction the eco-lodges don’t need any air conditioning — the
construction is oriented towards the predominant wind directions.

Energy is provided to 100 percent by solar power. Rain water is collected on
the roof and conserved by smart shower heads and flushing systems. Each bunga-
low has a private living room and en-suite bathroom, solar-powered lights, solar
heated water, composting toilets. The list is completed by grey water filtration sys-
tems and rainwater catchment systems. A local value chain is being established,
the staff is formed by local people, education programmes are teaching school
kids of Zanzibar in waste management and eco-tourism. Sustainable tourism only
is successful if it links various sectors and pushes forward travel supply chain ac-
tivities in order to maintain the ecosphere intact.

As another best-of-product the Bay of Fires Lodge, located in Mount William
National Park in the north-east of Tasmania, should be mentioned. The Eco-Lodge,
consisting of two timber and glass pavilions, is subtly integrated into the land-
scape with minimum impact on the environment. Bay of Fires is autonomous in
providing and managing its existence. Only sustainable materials are being used,
eco-tools include roof-water collection, grey-water treatment systems, composting
toilets and energy-efficient solar power. Soft products as bird watching, river kay-
aking and nature walk allow discovering the ecology of the National Park.

One of the worldwide outstanding eco-resorts is the Feynan Ecolodge in Jorda-
nia, in the heart of a mountainous Biosphere Reserve. This resort with its pano-
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ramic rooftop terrace offering a 360 degree view of the desert is combining ecol-
ogy and local lifestyle.

The Ecolodge is powered by solar energy. There are no electricity outlets in the
bedrooms and water is heated via solar panels mounted on the roof. The resort is
hydrated by water from one of the nearby springs. Composting facilities and recy-
cling waste do complete the list. The staff is local Bedouins.

We could mention a lot of best-practises of such eco-resorts including eco-
camping, a form of sustainable tourism attracting more and more outdoor tourists.
The Ecocamp Patagonia in Southern Chile for example, located in the mountains,
offers an interesting mix of traditional lifestyle and modern design. It consists of
camping tents and bungalows, the design being inspired by original traditional
Kawesqar huts, the construction of the sleeping domes delivered only a small im-
pact to the environment. The energy concept is completely based on renewables:
energy is obtained from solar panels, wind- and watermills; biomass is used for
heating and cooking.

From Latin America to the Alps, from the Pacific to the Middle East, there is an
increasing number of eco-or at least eco-friendly hotels in different higher altitude
regions. This growing market is reflecting the changing society towards a post
carbon age (zero carbon, zero waste). Driven by changing climate conditions, the
hospitality industry is more and more accepting the challenge towards an eco-
friendly setting.

3 Green Lifestyle as Merger of “Eco” and Hipness

What is obvious is the fact, that more and more the former pure ecological move-
ment is going to be combined with modern lifestyle — ecology finds its fusion with
cool architecture, sophisticated technology to obtain or save energy, attractive in-
terior design and surprising service design. Consumers have changed, too — they
are hybrid, demand sustainable products with a modern appeal.

So, if we are mapping the evolution of eco-hospitality, we can define 3 steps:

1. Eco-friendly setting: natural materials (wood etc.), reduction of greenhouse
gas emissions, energy saving appliances etc.

2. Holistic sustainable concept: renewable energy concept, regional value
chain, organic products, eco-programmes (knowledge transfer) etc.

3. Green Lifestyle: merger of “eco” & hipness.

Green Tourism is going to be transformed, and this is definitely a trend in tourism,
into Green Lifestyle.

One of the Pioneers in Green Hospitality in urban areas is the Boutiquehotel
Stadthalle in Vienna, Austria, the world’s “first urban hotel with a zero energy-
balance”. Compared with competitors in worldwide urban hospitality (e.g. car-
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bon-neutral hotels like URBN in Shanghai, where they offset the carbon footprint
of emissions by purchasing trees in a desertified Mongolia forest) this concept is
much more ambitious.

Constructed as a passive house, the charming hotel is producing the energy
which it is consuming, via 130 m? solar panels and wind turbines, drilling for
ground water, using the energy for cooling and heating, central controlled airing of
the rooms (instead of air conditioning), programmable electricity “instabus”, utili-
sation of rainwater to flush the toilets and water the garden, solely low-energy
light bulbs and LEDs are completing the efforts to obtain energy autarky.

This hotel yet belongs to the next generation of eco-hotels, because it is com-
bining high-tech energy-providing with modern lifestyle, stylish interior design
and interesting holistic concept (including, as next step, e. g. e-cars for guests). For
the moment this Viennese Hotel is the only one in European Cities, another zero-
emission hotel is going to be opened soon in Milan, Italy.

In winter resorts, we do have some sensational concepts of Green Lifestyle-
Hospitality. One attractive example of eco-tourism in Switzerland is the Whitepod
Resort with its Whitepod camp, 15 geodesic-dome pods surrounding a central cha-
let. Member of “The Luxury Camps & Lodges of the World”, the resort offers
with its pods (dome shaped tents, pitched on wooden platforms) a low impact ac-
commodation conserving nature. Soft measures as using renewable resources, re-
ducing waste production etc. are eco-friendly but not eco-avant-garde.

Switzerland is without any doubt first mover in E-Tourism in the Alps — with
its astonishing Monte Rosa Hut, at an altitude of 2,883 meters. The recently
opened Hut links futuristic architecture with modern sustainable technology.

The New Monte Rose Hut is a complex five-storey wooden building, encased
in a shining aluminium shell. The south fagade includes a photovoltaic array pro-
ducing electricity. The building will be able to supply at least 90 per cent of its
own energy — no other housing concept in this altitude is based on energy autarky.

If we can define the future of eco-tourism as a merger of “eco” & lifestyle, no
other project will gain such attraction as the North Slope Hotel in the Rocky
Mountains (Architect Michael Jantzen) — one of the greenest and most stylish ho-
tels ever designed. The design resembles that of a half pipe, with a sliding rock
serving as the gateway.

The 95-room luxurious hotel is shaped as an actual ski slope (400 foot), with
smooth curves and an all white exterior, a stylish sculpture in the mountains. The
building has large south facing insulated windows, used to help passively solar
heat the hotel. The hotel will run completely on renewable sources of energy: it is
powered by both solar and wind energy (8 wind turbines) that is generated by its
vertical axis on top of the building. The “ski slope” leading to earth from the roof
of the hotel is collecting rainwater in summer.

So, to summarize, the hospitality industry can and will play an important role in
developing green concepts and therefore contribute to a sustainable touristic infra-
structure and better life quality. Future attractiveness of touristic concepts will
more and more be based on intelligent green product design (cradle-to-cradle).
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Eco-leadership therefore will constitute the competitive identity of destinations
and resorts of tomorrow. Establishing Green Lifestyle-Brands requires:

Holistic sustainable concept (green building, reduction of greenhouse gas
emissions etc.)

Green Chic (eco-lifestyle — stylish interior concepts, modern lightening
systems like organic LED’s etc.)

Regional value chain (Tourism is playing a cross-sectoral role)
Lighthouse products & Destination Branding

Green Investments.

Green Lifestyle, for the moment being a niche concept, will be an interesting
growth market in mid-term future. Climate protection, energy saving and new
consumer behaviour are forming an innovative melting-pot to develop new prod-
ucts. The future of the hospitality industry will be green, but sexy.



Budget Hotels: Low Cost Concepts in the U. S,
Europe and Asia

What Lies Ahead for the Industry?

David Ruetz and Macy Marvel

1 Introduction

This report reviews current developments in the budget hotel sector in three major
regions worldwide: the US, Europe and Asia (including the Middle East). These dif-
ferent regions, as well as individual countries within these regions, are at distinctly
different stages of development. The bulk of budget hotel capacity is in the hands of
a few large chains, such as Accor, Wyndham Worldwide, Choice, Louvre Hotels.

2  “Cheap Chic” — A Defining Trend

However, a series of new start-ups, including such groups as Motel 1 from Ger-
many, Citizen M from the Netherlands or Sidorme from Spain, are out to prove
that budget accommodation needn’t be drab and featureless. Through incorporat-
ing some basic design features including, attractive colour schemes, high quality
bedding, bathroom fixtures, lighting effects and a full range of technological
gadgetry, such as free WI-FI, docking stations for mobile phones and MP3 play-
ers, digital TV services, these operators are attempting to differentiate the budget
hotel product through mimicking some of the aspects of more expensive boutique
hotels, as well as rendering their properties more appealing to a young tech-savvy
customer base. The basic ‘cheap chic’ strategy consists of identifying and focus-
sing attention on certain features particularly valued by guests, meanwhile saving
in other areas, such as physical space and the F & B offer, which is typically re-
duced to some simple snacks made available on a 24-hour basis.

Although most of these groups mentioned above are only at a nascent stage of
development with only several properties open, they are definitely having an im-
pact on the overall sector. Indeed, the big European operators, such as Accor and
Louvre Hotels, are beginning to feel the heat of competition and have moved to
renovate and upgrade their economy hotel products.
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3  What Is a Budget Hotel?

The term ‘budget hotel’ is difficult to define precisely. Ostensibly, a budget hotel
could be any transient lodging establishment that charges low rates. However, the
currently accepted general meaning of the term in the hotel business refers to zero-
to two-three-star hotels, normally with a minimum of 50 rooms, and branded by a
major chain. Such hotels typically have a standardised ‘cookie-cutter’ appearance,
and offer a systematised, no-frills service format, e.g. limited food and beverage
and meeting facilities.

The maximum room rate in Europe for what could still be considered a budget
hotel could be over €160 (for an Ibis in Paris on a weekday night), but could also be
as low as €19 (for an easyhotel in Sofia) subject to local variations. The budget (or
economy) sector can be further divided into at least three sub-segments: ‘discount’ —
or ‘hard’-budget, ‘middle budget’ and ‘super-deluxe budget’ (or ‘upper economy’).
Although the terms ‘budget’ or ‘economy’ are frequently used interchangeably,
‘economy’ is often taken to mean the high-end segment of the overall category.

3.1 Budget Hotels vs. Hostels

What is the difference between a budget hotel and hostel? And what is a luxury
hostel or a boutique hostel? They all go under the heading of “budget accommoda-
tion”. According to Mark Thompson, managing director of B&B Hotels, a fast
growing major European chain, “Not everything is black and white and there is
plenty of greyness and cross-over in the hostel/hotel market. In Germany we have
brands that represent and market both hostel and hotel markets in the same build-
ing. However, the cross-over and lack of distinction within the sector is not exclu-
sive to the budget sector. There is an ever-increasing determination to differentiate
products in the market so it becomes ever more difficult to rely upon a sector de-
scription or upon a star-rating system to understand what a customer can expect.”

3.2 “The Bulldog” in Amsterdam

At the other end of the spectrum, Jim Zielinski, General Manager, at “The Bull-
dog” in Amsterdam, an individual “luxury” hostel in Amsterdam, notes that , “The
normal hotels (when not only focusing on corporate guests) have to watch their
back. Hostels are more fun and our guests are the high yield customers of the fu-
ture, an extremely interesting clientele, critical, demanding, and sensitive for mar-
keting, branding, and good rates. They want a reservation confirmation on their
mobile phone right away. They have a credit card, laptop, they want the real info.
And more hostels offer them private rooms, smaller dorms, shuttle service, an
LCD TV, media rooms, free WI-FI, free breakfast and a restaurant”.

In fact, The Bulldog offers two fundamentally different types of accommoda-
tion. On the one hand, a bed in an ensuite dormitory with 8—10 or 12 beds (mixed
room) can be had for as little as € 27.00; meanwhile one person in an ensuite room



Budget Hotels: Low Cost Concepts in the U. S., Europe and Asia 101

with double bed and one single bunk pays €134 — slightly more than staying at an
Ibis in Amsterdam. Realistically, a major hurdle that standalone properties face —
no matter how attractive they are — is distribution. Brand recognition and frequent
guest programmes play a crucial role in promoting the services of a lodging estab-
lishment to the general public.

4 Business Travellers Targeted

Most budget hotels worldwide target business travellers, in the first instance, al-
though the proportion of leisure guests is growing in importance as the regional
coverage of economy chains intensifies. The term ‘business traveller’ is used here
in its broadest sense, and could include manual labourers or technicians, as well as
white-collar middle managers, lower level salesmen and small-time entrepreneurs.
As B & B’s Mark Thompson notes, “For budget chain-operators who want to de-
velop hotels in significant numbers throughout the country, I think that the busi-
ness sector has to be the main focus”.

41 Sixty per Cent of Accor Guests Are Travelling on Business

To prove the point, it can be noted that roughly 60 % of Accor budget hotel guests
are travelling for professional reasons. Interestingly, it appears that the lower the
grade of brand, the higher the business traveller component. In fact, the proportion
of revenue generated by business travellers may be even higher than what is indi-
cated by these percentages, since they tend to stay in Accor properties on expen-
sive weekday nights (Monday —Thursday), whereas leisure travellers are more
likely to stay during off-peak periods (weekends and holidays) when rates are
cheaper. For example, a room at the Ibis Paris Gare de Lyon Ledru Rollin in the
12th arrondissement costs € 135 for the night of Thursday 21 October 2010, but only
€95 on Friday, the 23rd, and only € 64 on Sunday, the 24th, of the same week.

Table 1. Breakdown of Accor budget hotel guests by travel motivation and brand

Customers
Brand % business % leisure
Ibis 57% 43%
All Seasons 60 % 40%
Etap Hotel 60 % 40%
Hotel F1 (Formerly Formule 1) 65 % 35%
Motel 6 60 % 40 %

Source: Accor
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4.2 Short-Break and In-Transit Leisure Market

Indeed, hotels serving business travellers on weekdays increasingly market their
rooms to price-conscious families and short-break tourists on the weekends and at
holiday periods, as explained by Mark Thompson, who notes that, “Leisure busi-
ness remains important to keep occupancy rates viable at weekends and holiday
times and indeed the leisure market is probably developing at a faster rate than the
business market. For budget operators who operate in key cities, or who are pre-
pared to source their customers through third-party, commissionable sources, then
a greater focus on the leisure market may apply. In both the business and leisure
segments the budget hotel concept tends towards the short-stay traveller, in the
leisure market the focus is therefore more inclined to the in-transit traveller and
the mini-break or City-break market”.

4.3 Leisure Share Increasing in US Extended Stay

Over time, as can be observed below, economy extended stay hotels in the US
have witnessed a significant increase in the percentage of leisure guests, which
went from 10 % to 43 % over the 10-year period ending in 1998-2008. The sharp
drop in the leisure component in 2009 can be chalked up to the effects of the re-
cession on consumer spending. Thus, in 2009, the economy extended stay segment
reverted to a high level of dependence on guests travelling for professional rea-
sons, who are typically work crews, salesmen and entrepreneurs.

Table 2. Trend in travel purpose of guests in US extended stay hotels (in percent of total)
1998-2009

Seg- Seg- 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009
ment ment
Econ- rB]:SS; 90% [87% [80% [81% [84% [83% [78% [63% [69% [61% |57 % |80%

omy

Leisure [ 10% [13% |20% {19% [16% [17% |22% |38 % [32% | 39% | 43% |20 %

Source: The Highland Group

4.4 Most Guests Are Domestic

Most guests at budget hotels are domestic —one reason why development has taken
off in relatively large countries, starting with the US, France, Germany, the UK,
and more recently Poland, China and India. Meanwhile, in smaller countries in
Eastern Europe, for instance, such as Czech Republic or Hungary, budget hotel
development has lagged due to the fact that most major domestic destinations
(e. g. the capital city) can be accessed on a day trip. Given the importance of do-
mestic customers, it is important for budget chains to adapt their offer to the na-
tional market, as B & B’s Mark Thompson explains below.
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70 %+ of the Total Demand

Indeed, as Mark Thompson notes, “The core market in the budget segment is do-
mestic, perhaps 70 %+ of the total demand. It is therefore unsurprising that, in or-
der to be successful, the offering needs to meet the needs and expectations of the
host-population. The two most successful budget chain markets in Europe have
been developed by local players, Accor in France and Premier Inn & Travelodge
in the UK. The chain-market in Germany has initially been developed by French
companies bringing French product and the development speed is only now accel-
erating as new products are developed with German customer preferences taken
more into account. Product changes across countries and markets can encompass
room sizes, colour and design and minimum core services. In B&B it is important
to our success that in core countries (France, Germany, Italy, Poland) local man-
agement teams are responsible for local product and business development”.

5 Budget Hotels Not Suited to Poor Countries

It is a paradox that budget hotels are basically unsuited to underdeveloped coun-
tries. For instance, when Accor enters an emerging market for the first time, it will
likely be with one of its midscale or upscale brands, such as Novotel or Sofitel,
which will target incoming business travellers. The reason is simply that the local
economy is not sufficiently advanced to generate adequate demand from domestic
business travellers. Ultimately, the key driver for budget hotels is growth in a
country’s service sector. In fact, the appearance of budget hotels signifies that a
country’s economy and lodging market have reached a certain level of maturity, as
has been happening in China over past half decade.

Land-Based Transport Important

Another important factor is the terrestrial transport network within the country,
especially highways and railroads. This aspect goes a long way to explaining why
France, with its excellent rail and motorway network, has by far the most devel-
oped budget hotel sector in Europe.

6 Revenue Management Increasingly Used

In the past, budget hotels tended to offer standard prices that varied little. How-
ever, this has changed in recent years and budget hotels increasingly practice a more
active revenue management, differentiating prices according to days of the week, the
season and the occurrence of important events. A more active revenue management
is particularly practiced by budget hotels attempting to target a leisure clientele, so
as to be able to make special weekend offers, etc., as illustrated above.
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CitizenM Pricing Strategy

The new boutique budget chain, CitizenM has gone further, fully embracing air-
line pricing practices. The group proposes three different booking rates: the
cheapest ‘prepaid’ rate entails payment at time of booking and no refunds or
modifications are possible; for about 18.5 % more the customer can elect the ‘non-
refundable’ option whereby the room is paid at check-in, but no modifications or
cancellations are possible and in case of a no-show, the client’s credit card is
charged the full amount of the stay and finally the chain offers a ‘flexible’ rate
(about 37 % higher than the prepaid rate) which allows for modifications and can-
cellations up to 18:00 on the day of arrival.

7 US Market

In contrast to most countries worldwide, the US budget hotel sector is in a state of
advanced maturity with limited expansion potential. Currently, there are some
52,000 budget hotels with over 760,000 rooms in the US, according to the con-
sultants, STR Global. Although existing budget room capacity is over 15 % of that
of the entire US hotel sector, only 0.7 % of total rooms in the planning stage are in
budget properties and only 1.5 % of the overall pipeline, which illustrates the rela-
tive stagnation of the segment.

Table 3. Budget hotel capacity and pipeline vs. total hotel sector in the US, June 2010

Existing |Recently [Incon- |Final Planning | Total Pre-
Supply | opened |struction |planning pipeline | planning
Budget hotels 10,121 74 31 25 38 94 33
Total hotels 52,438 1,045 591 621 2,175 3,387 707
us
Budget
hotels % of
total 19.3% 71% 52% 4.0% 1.7% 2.8% 4.7%
Budget rooms | 764,675 5,447 2,313 1,472 1,501 5,286 853
Total rooms | 4,856,020 | 118,162 64,807 65,982 | 227,950 358,739 96,848
us
Budget
rooms % of
total 15.7% 46% 36% 2.2% 0.7% 1.5% 0.9%

Source: STR Global
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7.1  How Much Does It Cost to Franchise a Budget Hotel?

Franchising is the preferred asset management structure for budget hotels — espe-
cially in the US — but with one major exception, the Accor brands, Motel 6 and
Studio 6, where almost two-thirds of capacity is owned or leased. Franchising al-
lows for rapid expansion of a brand, since the brand owner needn’t invest in nor
manage hotels. However, managing a franchise network is challenging from the
point of view of enforcing brand standards amongst a diverse group of property
owners. Most franchise contracts include an initial fee —generally a flat rate based
on the number of rooms, for example — a royalty fee and marketing fee, which are
generally calculated as a percentage of room revenues.

The Bottom Line for the Hotelier

The bottom line for the hotel property owner is total fees expressed as a percent-
age of rooms’ revenue, which appears in the last column of the table below. As
can be observed there is some considerable difference in the relative cost of the
various brands. Generally, well-known, strong brands with substantial critical
mass, such as Wyndham’s Days Inn or Super 8 brands, can get away with charg-
ing high fees, whereas lesser known flags, like Hospitality International’s Passport
Inns or Red Carpet Inns brands are obliged to charge lower fees in order to pene-
trate the market (see table 4).

7.2 Growth Niches in the US Market

Although overall, the US budget sector has limited growth prospects, as noted
above, there are nevertheless, niche segments which are currently expanding at a
rapid rate, such as Vantage Hospitality with its “Freestyle Brand Affiliation”
model and the budget extended stay sector.

Vantage Hospitality

Founded in 1999, Vantage Hospitality, Inc. owns the limited service economy
brands, Americas Best Value Inn, Canada’s Best Value Inn, China’s Best Value
Inn, Value Inn Worldwide, as well as the representation group, the Lexington Col-
lection. Americas Best Value Inn has been one of the fastest-growing hotel chains
in the country, increasing from two properties to 900 locations and 50,000 rooms
throughout North America in just 10 years.

In June & July 2010, alone, Americas Best Value Inn opened 25 new hotels ex-
panding in 13 states, including five new locations in California and three apiece in
Missouri and Minnesota. All told, Vantage’s added a total of 1,452 rooms, includ-
ing three two-diamond (two-star) locations and conversions from Days Inn (three),
Microtel Inns & Suites, Clarion, and Red Roof Inn, as well as 13 independent
properties.
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Table 4. Franchise fees for US economy brands, 2010 (based on a 100-room property)

Brand Initial fee | Royalty | Reserv. |Marketing|Frequent| Misc. Total 10- | Total 10-
(US$) fee fee fee |guestfee| fees year fee | year fee
(s$) | (uss) | (us$) | (us$) | (uss) | (US$) |asa%of
rooms
revenue
Americas Best | 65,500 | $612936 | $600213 | $229.862 | $0 | $46,750 | $1515252 |  9.9%
Inn/Suites
Americas Best |14 00 | 158202 | 474240 | 123810 0| 28889 | 799140| 52%
Value Inn
Budget Host 5000 | 102,946 | 13757 0 0 o 121702 01%
gﬂﬁgste' & | 40500 | 171,958 |1,072641 | 103,175 0| 44892 | 1403166 | 92%
Country Hearth | o5 550 | 612,938 | 600213 | 229,852 0| 46750 | 1515252 | 99%
Inn/Suites
Days Inn 47500 | 842,790 | 278,346 | 582201 | 43917 | 140475 | 1935318 | 126%
Downtowner Inns| 6,000 | 459,703 0| 383086 0| 3250 | 852040| 56%
Econolodge 25000 | 689,555 | 291,328 | 536,321 | 35133 | 111216 | 1688553 | 11.0%
Knights Inn 6,000 | 766,172 | 339437 0| 43917 | 43581 | 1199107 | 78%
Master Hosts 16,000 | 612,938 0| 383086 0| 3250 | 1015274 | 66%
Inns and Resorts
Microtel 40,000 | 904,083 0| 321792 | 43917 | 138228 | 1448021 | 94%
Motel 6 25000 | 766,172 0| 536321 0| 201127 | 1528620 | 10.0%
Park Inn 35000 | 689,555 | 223,043 | 306469 | 39525 | 403810 | 1,697,402 | 11.1%
Passport Inns 6,000 | 459,703 0| 383086 0| 325 | 852040 56%
Red CarpetInns | 11,000 | 536,321 0| 383086 0| 325 | 933657| 61%
Red Roof Inn 30,000 | 689,555 0| 612038 | 26350 | 128072 | 1486915 | 97%
Rodeway Inn 12,500 | 426456 | 291,328 | 261376 | 35133 | 96220 | 1123022 | 7.3%
Scottish Inns 8,500 | 450,703 0| 383086 0| 3250 | 854540 | 56%
Select Inn 18,500 | 612,938 |1,225,876 0 0| 22077 | 1879391 | 123%
Studio 6 25000 | 766,172 0 |306,4690 0| 201127 | 1298768 | 85%
Suburban 30,000 | 766,172 | 291,328 | 383086 | 72168 | 114,984 | 1,657,739 | 10.8%
Extended Stay
Super 8 26500 | 842,790 | 278,346 | 459703 | 43917 | 140395 | 1791650 | 11.7%
Travelodge 36,000 | 689,555 | 584,815 | 349,115 | 43917 | 130,042 | 1842443 | 120%
Vagabond Inn 19,000 | 498,012 | 229,001 | 498,012 0| 62919 1307034 | 85%
Value Place 64200 | 766,172 | 61,905 | 383,086 0| 98008 | 1373372 90%

Source: 2009 U. S. Hotel Franchise Fee Guide by HVS
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Vantage, which has achieved compounded three-year growth of 53 % in revenue,
owes its success to the group’s Freestyle Brand Affiliation model, which offers
hotel owners: a promised ROI (return on investment); a voice and a vote in the
management of the brand; low, flat fees and short-term contracts, as well as reve-
nue-generating programmes. Vantage’s concept has expanded beyond the US to
Canada, China, India, and the Middle East.

Budget Extended Stay

Extended stay has been the fastest growing major segment in the US hotel market
for the past decade. As the sector has matured, it has become clearly segmented
into three markets: upscale (ADR >US$90); mid-scale (US$40-US$90) and
economy (ADR < US$40). Economy extended stay has doubled its capacity over
the past decade to reach over 53,000 units total in the US.

Table 5. Trend in the distribution of US extended stay room supply in percent of total room
supply, 1998-2009

Segment 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009

Economy %
oftotalex- | 19% | 23% | 22% | 23% | 23% | 22% | 21% | 20% | 19% | 18% | 18% | 17%
tended stay

Total units {26,913 |36,765 43,685 (49,578 |51,481 50,869 |51,851 {51,279 |50,371 {50,733 52,190 | 53,223

Source: The Highland Group

Extended Stay’s Crossland

Crossland, the economy brand of Extended Stay Hotels, the largest dedicated ex-
tended stay hotel operator in the world, is present in 34 US locations with a total
of 4,400 units. The properties typically consist of 120 to 140 studios of 225 square
feet (21 square metres) each. The functional studios come equipped with kitchen-
ettes and double beds are standard. In order to keep costs as low as possible, the
properties are generally staffed by as few as six to eight employees.

Value Place, a Fast Growing No-Frills Chain

Founded only in 2003, Value Place expanded to 162 properties in just six short
years and passed the 100-hotel mark only in 2008—making it the fastest growing
extended stay hotel brand in the US.

The Value Place brand concept has eliminated many of the non-essential fea-
tures and frills found at other chains in order to offer the lowest rates possible and
provide only what the consumer really needs. Using a pricing strategy reminiscent
of a European budget airline, like Ryanair, the chain offers additional services and
amenities to guests for an extra fee, such as: a “dish pack” with place settings,
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pots, pans, and cooking utensils (US$49.95); high speed Internet access (US$ 10
per week); daily housekeeping service (US$3 per day); weekly linen exchange
(USS$ 7 per week — otherwise the sheets are changed only every two weeks!).

In fact, what the Value Place brand offers consumers is a stripped down fur-
nished apartment available for rent on a weekly or monthly basis. For example,
there are no swimming pools, fitness facilities, business centres, grocery stores,
free breakfasts, or evening wine & cheese receptions with the property’s general
manager. The suites at Value Place have a dorm room feel, offering only the es-
sentials in a clean, simple and rather Spartan environment.

Guest Profile

Value Place properties target travellers seeking furnished apartment accommo-
dations from one week up to several months at a time. Guests typically include
people visiting relatives for a week or more, relocating families, students, thrifty
leisure-oriented travellers, groups of construction workers, other corporate-
oriented long — stay groups, student groups, sports teams, companies looking to
house workers for extended periods, and individuals stationed in an area for long
periods of time while working on projects, etc. According to the chain, ap-
proximately 45% of guests are travelling for work-related reasons, 30 % are
moving house, 15 % are holidaymakers and 10 % fit into a miscellaneous cate-
gory (students/residents, etc.). The year-to-date average length of stay was 67
nights as of May 2009.

High Profit Margins

Value Place hotels earn substantially higher net operating income as a percentage
of revenue than other types of suite hotels without food and beverage, since the
properties typically operate at lower expense levels, due to streamlined staffing
levels (usually two to three resident supervisors and one or two managers per
property). Limited hours of front desk operation (typically, Monday-Friday, 9:00
to 18:00, Saturday, 10:00 to 14:00 and closed on Sundays), as well as an a la carte
pricing strategy along with reduced bi-weekly housekeeping schedule, all help to
keep costs low.

Low Construction Cost

According to HVS International’s 2008 Hotel Development Cost Survey, the av-
erage development cost for extended-stay hotels in 2007 was US$ 133,800 per
room (excluding land acquisition. In comparison, development costs for Value
Place Hotels are typically about US$ 50,000 per room (excluding land acquisition)
— about the same as the cost of building a budget hotel in India, as noted further
along in this report.
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Pricing Policy

Typically, Value Place properties offer the least expensive extended-stay hotel
rates in their respective competitive markets. However, the chain’s pricing struc-
ture discourages a hotel property from accommodating transient overnight de-
mand, since the chain charges for a minimum length of stay of one week. Though
guests can stay for shorter time periods, they still must pay the entire weekly fee.
Value Place hotels prominently display their weekly rate offerings (typically in the
USS$ 199 to US$ 229 range) on exterior signs. Also, again in a similar fashion to
Ryanair or easyjet, Value Place does not offer frequent guest programmes like some
other competitive extended stay properties (such as Starwood Preferred Guest, Mar-
riott Rewards, Hilton Honors, Choice Privileges, or IHG Priority Club).

Outlook

Though all segments of the lodging industry have been impacted by the economic
downturn, Value Place hotels have the potential to outperform other property
types as they also resemble and compete with apartment complexes. Demand for
apartments in the US is projected to remain high due to the ongoing wave of prop-
erty foreclosures nationwide. Conceivably, Value Place could be successful in
turning some of these potential apartment tenants into hotel guests.

Indeed the recessionary year 2009 seems to have stimulated growth as the chain
opened 43 newly constructed properties and signed agreements for an additional 14
and, by the end of 2010, 15 more newly constructed properties should have opened.

8 Europe

At the beginning of 2010, zero- to two-star rooms accounted for 24 % of total chain
capacity in the 27 EU countries, according to the consultants, MKG Hospitality.

Table 6. Trend in O-star — 2-star chain hotel capacity in the 27 EU countries, 2008—2009

Hotels Rooms Change 2009%-2010*
Grade 2009* 2010* 2009* 2010* Hotels Rooms %
change
rooms
0*/1* 1,279 1,296 93,020 94,855 17 1,835 20%
2¢ 3,007 3,060 | 232,215 | 238,572 53 6,357 2.7%
Total 4,286 4,356 | 325,235 | 333427 70 8,192 25%

Note: *As of 1 January of the year
Source: Data base MKG Hospitality — February 2010
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Europe’s chain capacity in the zero- to two-star range expanded by 2.5 % in 2009,
especially boosted by the rapid growth of Travelodge in the UK, Accor’s Etap flag
and some smaller groups like B &B and Motel 1, which grew rooms by 9.8 % and
43.4 %, respectively. The zero- to one-star category reversed its decline of 2008 and
showed an increase of 2% in 2009. Growth stagnated for the major US franchisor,
Choice, primarily due to past problems with their master franchisee network.

Table 7. Ranking of economy hotel brands in the 27 EU countries by number of rooms, 1
January 2009 & 2010

Ranking Brand Chain Hotels Change in Rooms % change
" N number of " " in rooms
2010* | 2009 hotels | 2010° | 2009
1 1 Ibis Accor 669 | 656 13 | 70648 | 69112 | 22%
2 2 Premierlnn  |Whitbread | 579 | 572 7 | 39142 | 38695 | 1.2%
3 3 Etap Accor 398 | 384 14 | 33282 | 31,948 | 42%
4 5 Travelodge |[Travelodge | 395 376 19 26,928 25,300 6.4%
5 4 Campanile | -0uV"e 388 | 386 4 | 24949 | 24774 | 07%
Hotels
6 6 F1/ Accor 203 | 305 42 | 21707 | 22550 | -37%
Formule 1
7 7 Expressby 1,3 186 | 178 0| 21427 | 20317 | 55%
Holiday Inn
8 8 Premiere |Louvre 227 | 204 3| 16279 | 16057 | 14%
Classe Hotels
B&B
9 9 B&B Groupe 212 | 195 17 | 15883 | 14461 | 9.8%
Hotels
10 10 Kyriad/Kyriad |Louvre 234 | 223 1| 13702 | 13289 | 34%
Prestige Hotels
11 |12 |comfortinn |ChOIce 140 | 141 4| 8499 | 8537 | -04%
Hotels
12 |1 Ballagins  |2Y18MIAUE | 445 | 465 21| 8146 | 9033 | -08%
Hotels
13 13 |ourysinns  |[Quinian 0| 4 6 | 713 | 5874 | 215%
Private
14 |15  |MotelOne |MotelOne | 26 | 21 5 | 4464 | 3114 | 434%
15 |14 |DaysinnHo- [Wyndham | g ) g 4| 4057 | 3953 | 26%
tels Hotels
Total 3971 |3,896 69 | 316252 | 307,014 | 3.0%

Note: *As of 1 January of the year
Source: Data base MKG Hospitality — February 2010
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Outlook by Major European Market

As can be seen below, the budget hotel sector is at distinctly different stages of
development in each major European country market — going from the almost
saturated French market to the practically untouched Italian market.

8.1 France
Total branded budget room capacity only inched up by about 1 % in 2009, follow-

ing a similar rate of progression in 2008, which attests to the mature state of the

Table 8. Ranking of top economy hotel brands in France by number of rooms, 1 January
2009 & 2010

Ranking Brand Chain Hotels Change in Rooms % change
N N " N number " " in rooms
2010* | 2009 2010 | 2009* | rporels | 2010% | 2009
1 1 Ibis Accor 379 | 377 2 | 33305 | 3309 | 06%
2 2 Etap Accor 288 | 278 10 | 22283 | 21385 | 42%
3 4 Campanile  [Louvre 327 325 2 19,632 19,458 0.9%
4 3 F1 Accor 262 | 271 9 | 19491 | 20100 | -3.0%
5 5 Premiere |, e 24 | 221 3| 16016 | 15794 | 14%
Classe
6 6 KyriadKyriad |, o\ re 233 | 222 11 | 13558 | 13157 | 3.0%
Prestige
7 7 B3B B&B Hotels | 181 | 178 3| 13053 | 12875 | 24%
8 8 Balladins  |PY18MIAUe | 43y | 455 21 | 6840 | 7697 | -11.1%
Hotels
9o |0 |comfortinn |ChOice 73| 7 0| 3729 | 3763 | -09%
Hotels
Hotel
10 10 Fasthotel National 62 59 3 2,738 2,683 2.05
Industrie
11 11 all seasons  |Accor 36 20 16 2,850 1,817 56.9 %
12 |1z [Eeressby e 2 12 0o 1129 | 1130 | -01%
Holiday Inn
BRE
13 |13 |MisterBed |Gestion 12 | 14 2 779 910 | -14.4%
Hoteliére
Total 2,223 | 2,205 18 | 155403 | 153,865 | 1.0%

Note: *As of 1 January of the year
Source: Data base MKG Hospitality — February 2010
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market. Accor brands account for over half of total capacity, followed by Louvre
Hotels’ four flags which make up almost a third. Thus the remaining seven opera-
tors are no more than marginal players, dividing the remaining roughly one-fifth
of the market amongst them.

8.2 UK

Hotel development in the country has been dominated by the fast-expanding
budget sector for the last two decades. A long-term structural shift has been taking

Table 9. Leading budget hotel brands by capacity in the UK, 2008-2009

Budget hotel brand| Hotels | Hotels | Change | Rooms | Rooms % Average | Average
2008 2009 # of 2008 2009 | change |rooms/hotelrooms/hotel
hotels 2008-09 2008 2009
2008-09

Premier Inn 517 552 +35 | 35,864 | 38,766 8.1% 69 70
Travelodge 324 361 +37 | 21,961 | 25487 | 16.1% 68 71
Fxpress by Holiday| 119 102 =17 | 12,482 | 11,672 | 65% 105 114
nn

Innkeeper's Lodge 89 90 +1 2,698 2,706 0.3% 30 30
Ibis 49 51 +2 6,688 | 6,993 46% 136 137
Days Inn 25 25 - 1,406 1,384 | -1.6% 56 55
Jurys Inn 17 19 +2 4,538 5013 | 105% 267 264
Campanile 18 19 +1 1,501 1,592 6.1% 83 84
Etap 8 16 +8 1,186 | 2,126 | 79.3% 148 133
Comfort Inn 17 15 -2 963 794 - 57 53

17.5%

Comfort Hotel 12 13 +1 737 773 49% 61 59
Ramada Encore 6 12 +6 719 1,431 | 99.0% 120 119
Days Hotel 9 1 +2 1,211 1,485 | 226% 135 135
Wether-spoon 1 1 - 314 314 0.0% 29 29
Lodge

Purple Hotel* 1 10 -1 975 872 - 89 87

10.6 %

Stop Inn* 5 6 +1 331 434 | 311% 66 72
Formule 1 5 5 - 401 401 0.0% 80 80
EasyHotel 3 4 +1 192 278 | 44.8% 64 70

* Owner Real Hotel Company which went into technical bankruptcy in January 2009

Source: HotStats by TRI Hospitality Consulting
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place in the UK hotel industry, with branded hotels, led by the budget segment,
steadily increasing their share of hotel capacity in the country. Still, according to
Whitbread, the owner of the UK’s market leading budget hotel brand, budget hotel
rooms account for only 14 % of total room supply in the country. This ratio can be
compared to the US and France where the proportion reaches about 25% and
23 %, respectively.

Premier Inn and Travelodge Control Two-Third of the Market

Thus it can be concluded that there is still considerable growth potential for the
UK, which will continue to be dominated by the two market leaders, Premier Inn
and Travelodge who control key sites and enjoy strong backing from financial
partners who favour a sales leaseback structure. The big two account for two-
thirds of the market (in terms of the number of hotels) and both will continue to
gain share in the coming years. Indeed, only three chains (including Express by
Holiday Inn) operate more than 100 properties, leaving the remaining 25 % of the
market extremely fragmented amongst multiple operators. The brands that depend
on franchising, such as IHG’s Express by Holiday Inn, easyHotel, Wyndham’s
Days Inn or Choice’s Comfort Inn will continue to lag in terms of expansion and
market share.

8.3 Germany

The third budget market in Europe continues to be dominated by Accor brands,
especially Ibis and Etap, which altogether (including Formule 1) control well over
half of the market in terms of the number of hotels. However, Accor’s leadership
position is being increasingly challenged by smaller fast growing groups like Mo-
tel 1, as well as Express by Holiday Inn and the French group B & B, which offer
modernistic design facilities priced at competitive rates.

Historically, Accor’s success in Germany has been due to its willingness to as-
sume ownership and lease contracts, which cover nearly all of the group’s German

Table 10. The leading budget hotel brands in Germany, 2009

Brand Owner/operator Hotels Rooms Average size of
hotel

Ibis Accor 85 10,896 128

Etap Accor 68 5,964 88

Motel One Motel One AG 26 4,056 156

Express by Holiday Inn | IHG 19 2,240* 118*

Note:*Author’s estimate

Source: Companies
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property portfolio, as opposed to management contracts and franchises. However,
Express by Holiday Inn has succeeded in expanding rapidly, doubling the number
of hotels in Germany over the last three years, using its franchising model.

Accor’s German Strategy

As Accor’s second European market, Germany is important for the chain and still
offers considerable expansion potential for economy hotels as compared to the satu-
rated home market. Although Accor remains the clear front runner, other groups
have been making inroads into its market share. For instance, Motel 1, whose foun-
der, Dieter Mueller, was also an Accor man, has established 27 hotels within an
eight-year period (four new hotels in 2010). Motel One has ‘challenged’ Accor’s
position, admits, Michael Muecke, head of Accor’s budget brands in Germany.

Nevertheless, Motel One is just one of many (domestic and foreign) budget
groups present in the German market, such as the French chains, B & B and Bal-
ladins, as well as the German start-up, Meininger. “In a few years’ time, we will
have enormous over-capacity in the budget segment and there will be a price war,”
Muecke forecasts.

Smaller Hotels

Accor Deutschland now plans to expand actively with its two brands: the group’s
two-star Ibis flag and Etap, Accor’s low budget brand, which has replaced For-
mule 1 in terms of future development thrust. However, Muecke notes that, “We
will not expand at any price, but will supplement our network in a rational way”.
Future Ibis hotels will be smaller units (150 to 200 room) units in micro-markets,
the opposite of some of Accor’s competitors, such as Motel One and Meininger
Hotels, who are building 500-room ‘sleeping boxes’ in major urban centres.

8.4 Spain

Spain has probably the greatest development potential of any major European
market at the present time. Although the country remains gripped by a severe re-
cession, this factor could even play in favour of the budget segment, as both busi-
ness and leisure travellers feel the pressing need to trade down to cheaper accom-
modation.

According to the consultancy, DBK, 30 budget hotels opened in Spain over the
two-year period ‘til end 2008 by which time the total amounted to 134 properties
with 10,500 rooms, which represents a tripling of capacity since 2002. Unsurpris-
ingly, capacity is particularly concentrated in Catalonia (28 %) and Madrid (26 %)
and, in general, on the periphery of major cities. Meanwhile, total receipts for the
sector amounted to €170 million in 2008 up 21 % on the prior year and the aver-
age property contained between 50 and 100 rooms with an ADR of €50. The fore-
cast for end 2010, calls for a total of 180 establishments with 15,000 rooms which
would be a 50 % increase over the two-year period.
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Table 11. The leading budget hotel brands in Spain, 2006 & 2009

Brand Owner/operator | Hotels 2006 Hotels Change in # of
2009 hotels
Ibis Accor 30 39 9
Express by Holiday Inn IHG 15 21 6
Campanile Louvre 6 8 2
Formule 1 Accor 7 6 -1
Etap Accor 4 6 2
Comfort Choice 5 0 -5

Source: Companies

Sidorme — Finally a Spanish Budget Chain

Although Spain has been the scene of rapid hotel development over the past two
decades, led by major domestic chains, such as Sol Melia, NH Hoteles and Bar-
celd — just to mention three, the budget segment has been left virtually untouched,
in spite of the rapid expansion of the service economy in recent years. It is indeed
a mystery as to why one of the big local market players has not come forth with a
budget lodging product, as has been the case in most other major European hotel
markets — the only exception being Italy, where the budget hotel sector remains
even less developed than in Spain.

Finally, a Spanish budget chain has surfaced, Sidorme. True, the major foreign
budget hotel chains have entered Spain, but their presence is still minimal given
the size of the potential market. Accor currently has 53 economy hotel properties,
while Express by Holiday Inn has 10 and is followed by the second French opera-
tor, Louvre Hotels, with six properties branded under its Campanile flag. The two
large British operators (Premier Inn and Travelodge) have been very slow to de-
velop outside their home market, but there are now two Travelodges in Madrid.

By comparison, there are presently only about 150 budget hotels in Spain,
while in France the total exceeds 5,000, notes Fernando Rivas, the founder and
CEO of Sidorme Hotels, who is convinced that that the sector can manage 30 %
annualised growth in Spain over the coming years. Finally this obvious gap in
Spain’s hotel sector is being filled by Sidorme Quality Low Cost Hotels, who
opened their first property in 2006.

Major Expansion Plans and Financial Backing

Sidorme has some ambitious expansion plans which, if realised, would give the
chain critical mass on a national scale. By the end of 2011, around €54 million
will have been invested in new properties, if all goes according to plan. Of the
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Table 12. Sidorme’s current hotel portfolio, August 2010

. Date Surface area Parking Meeting

Location Rooms
opened (sqm) places rooms

Barcelona Mollet March 2006 2,050 80 36 1
Figueres April 2007 2,150 82 40 1
Valencia paterna Nov 2007 2,500 98 41 1
Girona Dec 2007 2,500 98 40 1
Barcelona Sept2008 | 2,500 % 60 1
Granollers
Granada Sept. 2010 N/A 101 N/A 1
Total 11,700 555 217 6

Source: Sidorme Quality Low Cost Hotels

eight projects in the active pipeline, three are leased facilities (two in Madrid and
one in Malaga) and five hotels are owned (two in Madrid, one in Seville, one in A
Coruiia, the second largest city in Galicia, and one in Albacete).

Furthermore, at a press conference in October 2008, CEO Fernando Rivas an-
nounced the group’s objective of opening 20 new hotels over the following four
years and, looking longer term, to bring the chain’s total capacity up to 100 hotels
by the end of the coming decade. All-in-all this would amount to a total invest-
ment estimated at over €400 million.

Fortunately, Sidorme was able to secure financial backing just at the onset of the
credit crunch in September 2007, when Madrid-based N+1 Capital Empresarial ac-
quired a 68 % stake in the new venture from seven out of the eight founding part-
ners. The remaining 32 % of the capital has been retained by the company’s founder
and CEO, Fernando Rivas. N+1 Capital Empresarial, created by family offices, is
the investment arm of Nmas1 Group, which is specialised in management buyouts
and buy-ins, buy-and-build, and venture capital investments. This capital injection,
which has raised Sidorme’s total available capital to about €120 million, has sup-
plied the financing that should allow the group to reach its objective of expanding
the chain to at least 25 hotels over the next four — six years.

“Cheap Chic” Comes to Spain

The concept behind the creation of Sidorme is similar to what has already been
observed in Germany with Motel One, or in the Netherlands with CitizenM or in
Austria with Orange Wings. The business model consists of offering an accom-
modation facility stripped down to its essential elements, such as a decent bed, a
work desk and WIFT Internet access, but nevertheless, offering furniture and de-
sign with a stylish ‘boutiquish’ look. The properties feature ensuite bathrooms, air
conditioning, flat-screen TVs, free parking and a 24-hour reception.
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The secret of the business model, as explained by Rivas is the minimal staffing
structure of the hotels, which have only 10 employees. The properties entail an
investment of about €6 million per hotel and have, on average, 80 to 90 rooms, all
of which assures a certain economies of scale. According to Rivas, the problem
with the Spanish hotel industry is that half of the establishments have less than
fifty rooms, which make it difficult for them to be profitable.

Table 13. Sidorme hotels in detail, 2009

Number of rooms per hotel planned 80-100 rooms
Room size (incl. bath room) 18sqm

Bath room 3sgm

Average room rate in 2009 to date €47

Average occupancy in 2009 to date 70 %

RevPAR in 2009 to date €32.90

Breakfast is not included , cost €4.50

Breakfast format Continental buffet
In-house food & beverage Pasta & pizza
Internet Free WI-FI

Source: Sidorme Hotels, August 2009

8.5 Italy

In spite of a minimal budget hotel presence, Italy will probably continue to be a
low growth market due to administrative red-tape and a specific restriction on the
size of hotel rooms. Indeed, a 1925 law stipulates that, for reasons of hygiene, sin-
gle hotel rooms must have a minimum surface area of eight sq m, and double rooms
must have 14 sq m, which, according to representatives of Accor in Italy render the
chain’s two lower-level brands uneconomical, since the Formule 1 (F1) standards
call for triple rooms of nine sq m, and Etap standards require 12 sq m for a triple
room. Thus, Accor’s budget offer is limited to nine Ibis properties and one all sea-
sons. IHG’s Express by Holiday Inn, a direct competitor of Ibis, has 7 properties.
Choice has four Comfort hotels and Louvre also has a very limited presence: two
Campanile hotels, and one Kyriad in Rimini.

8.6 Poland, Czech Republic and Hungary

So far, budget hotel development in the EU’s ‘new accession’ countries has pro-
gressed only slowly. Poland remains the most interesting Eastern European market
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mainly for reasons of its size, but also for its relative economic stability, as evi-
denced during the recessionary period of the past two years. Although midscale
hotels predominate, Accor is present in Poland, with ten Ibis hotels, and eight Etap
hotels, accounting for a total 2,577 rooms (up from 1,532 rooms four years ago).

France’s second budget operator, Louvre is in a strong second position, with
eight Campanile hotels, one Premicre Classe, and one Kyriad Prestige, which is
actually classed as midscale. In April 2008, the Austrian real estate investment
group, Warimpex Finanz und Beteiligungs AG, announced plans to establish a
chain of 50 to 80 budget hotels in central and south-eastern Europe within the next
five years in partnership with Louvre hotels. Initially, Warimpex is focusing on
Poland, the Czech Republic, Slovakia and Hungary. The company had already set
up a joint venture with Louvre and, as a first step, Warimpex intends to build
around 30 hotels in Poland, the Czech Republic and Hungary.

9 Asia

Until recently, Asian countries generally had very little branded budget hotel ca-
pacity, in the strict sense of the term. However, as the major economies of the re-
gion have matured, the concept has taken root and is growing like wildfire in
China, for instance. Several operators both domestic and international have big
plans which should allow for rapid growth of budget hotels in India, too, over the
coming decade.

9.1 China

Chinese budget chains are actually the best positioned to take advantage of the ris-
ing living standards of the Chinese masses — for the great majority of whom, mid-
scale accommodation is too expensive — either for business of for leisure. Between
2010 and 2012, the number of houscholds with at least US$ 5,000 of annual dis-
posable income is projected to rise from 153 million to 188 million by 2012 and
the number with yearly spending power of over US$ 15,000 should rise from 28
million to 40 million. This second group represents a clear opportunity for the
Chinese budget hotel sector where the ADR currently runs about US$ 25.

China Lodging Group

China Lodging was founded as an operator of midscale limited service hotels and
commercial property developer and manager in 2005. The company began migrat-
ing to its current business of operating and managing a multiple-product economy
hotel chain in 2007. Total revenues have skyrocketed from RMB 249.4 million
(US$36.7 million) in 2007 to RMB 1,333.9 million (US$ 196.2 million) in 2009.
The company incurred net losses of RMB 111.6 million (US$ 16.4 million) and



Budget Hotels: Low Cost Concepts in the U. S., Europe and Asia 119

RMB 136.2 million (US$20.0 million) in 2007 and 2008, respectively, but be-
came profitable in 2009 with a net income of RMB 42.5 million (US$ 6.3 mil-
lion). For 2010, China Lodging is targeting revenue growth of 35% to 37 %,
which would take total turnover to a range of RMB 1,700-1,726 million (US$250-
254 million).

A Breakneck Pace of Growth

As of 31 December 2009, China Lodging had 236 hotels (with 28,360 rooms) in
China of which 173 were leased and operated and 63 were franchised or managed.
In addition, as of the same date, the company had 21 leased-and-operated hotels
and 123 franchised or managed hotels under development.

Meanwhile, six months later, as of 30 June 2010, the company’s hotel portfolio
had mushroomed to 324 hotels with 37,782 rooms and a presence in 51 Chinese
cities. Of the total hotels, 187 were leased and operated and 127 were franchised
and managed and the pipeline had swollen to 159 hotels —up from 144 at the be-
ginning of 2010, of which 21 will be leased and operated and 123 franchised or
managed. By the end of 2010, the group plans to have between 421 and 431 hotel
properties open, of which 188-198 would be franchised or managed and 233
leased and operated.

Three Brands

The group’s hotels trade under three brand names: HanTing Express Hotel, HanT-
ing Seasons Hotel and HanTing Hi Inn. HanTing Express Hotel, the chain’s flag-
ship product, targets knowledge workers and value-conscious travellers with rates
in a range of RMB 150-300 (US$22 to US$44), while the premium product,
HanTing Seasons Hotel, targets mid-level corporate managers and owners of
SMEs with rates ranging from RMB 250 to RMB 400 (US$ 36.80 to US$ 58.80),
and the hard budget product, HanTing Hi Inn, with rates of RMB 70 to RMB 150
(US$10.30 to US$22.06), serves the most cost-constrained traveller segments.

Growth Emphasis on Premium and Hard Budget Concepts

At the moment, 95 % of the chain’s portfolio consists of Hanting Express proper-
ties. However, over the next three to five years, the goal is reduce the proportion
of Hanting Express hotels to between 73 % and 80 % and to increase Hanting Sea-
sons properties to 10 % to 12 % of the total and Hanting Hi Inn properties to 10 %
to 15 %. In 2009, approximately 68 % of group room nights were sold to members
of HanTing Club, China Lodging’s loyalty programme.

Home Inns and Hotels Management

Founded in 2002, Home Inns and Hotels Management had a total of 616 economy
hotels in operation in a 120 locations across China at yearend 2009, of which 390
were owned or leased and 226 franchised or under management contract. There
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were 70 properties in Beijing alone and 62 in Shanghai. In addition, the chain had
69 properties in the active pipeline at end December 2009, of which six were
owned and leased and the rest franchised or under management contract.

The table below illustrates the phenomenal growth rate of this chain which has
more than doubled room capacity in the space of two years. However, it can be
noted that the chain appears to be subject to some pressure on rates which have
came down by 11 % from yearend 2007. Apparently, the company is practicing a
revenue maximisation strategy, like a budget airline, which makes sense since the
marginal cost of a room night is probably close to zero.

Table 14. Summary of operating data, 2007-2009

Operating data 2007 2008 2009
Total hotels in operation(:

Leased-and-operated hotels® 195 326 390
Franchised-and managed hotels 71 145 226
Total rooms(") 32,726 55,631 71,671

Geographic coverage(:
Number of cities 66 94 120

Performance data

Occupancy rate 91.1% 85.0% 91.5%
Average daily rate (in RMB) 179 (US$ 26) 173 (US$ 25) 160(US$ 23.50)
RevPAR (in RMB) 163 (US$24) | 147 (US$21.60) 149 (US$ 22)

Note: (1) As of the end of each period. (2) Includes five hotels operated in 2007 and seven
hotels operated in 2008 and 2009 through joint ventures

Source: Home Inns and Hotels Management

A Standardised Format

Home Inns hotel properties have between 80 and 160 rooms and are characterised
by a standardised design, appearance, décor, colour and lighting scheme and set of
guest amenities in the rooms, which include a bedding package featuring mat-
tresses meeting the standards of four-star hotels in China (according to the com-
pany), free in-room broadband Internet access, a work space, air conditioning and
a supply of cold and hot drinking water. Home Inns hotels are located in the vicin-
ity of major business districts, ground transport hubs, major highways, shopping
centres, industrial development zones, colleges and universities, and/or large resi-
dential neighbourhoods.

Home Inns, which currently has approximately 660 hotels and 76,560 rooms
located in mainland China, intends to have 1,000 hotels open by yearend 2011.
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Motel 168

Shanghai-based Motel 168 was launched as an economy hotel concept in 2003 and
now has more than 300 hotels in Beijing, Shanghai, Guangzhou and 50 other ma-
jor cities across China. Motel 168 brands include Motel 168, Motel 268, YotelQQ,
MerryLin Restaurant and MerryLin Cafeteria. Through a distinctive renovation
and service style, the Motel 168 group has created a new concept of “Fashion, Fun
and Feel” for its hotels. MerryLin Cafeteria, a Motel 168 group restaurant brand,
offers food, coffee, bar and meeting rooms for hotel guests.

7 Days Inn

7 Days Inn is also a fast growing Chinese budget chain. The group opened its first
hotels in 2005 and 2006 primarily in southern China — particularly in Guangzhou
and Shenzhen. In 2007, 7 Days continued its expansion into central, southwest and
eastern China, covering cities, such as Chongqing, Wuhan and Shanghai, as well
as Beijing in the north. In 2008, the chain continued its national expansion target-
ing the provincial capitals of most provinces and, in 2009, shifted its focus to-
wards managed hotels. At yearend 2009, 7 Days had a market leading position in
the following cities: Guangzhou (35 hotels), Shenzhen (31 hotels), Wuhan (23 ho-
tels), Changsha (17 hotels), Chongqing (14 hotels) and Guiyang (10 hotels) — six
cities with aggregate population of approximately 67 million — as well as a strong
presence in the following cities: Beijing (38 hotels), Nanjing (14 hotels), Chengdu
(12 hotels) and Jinan (11 hotels) — four cities with aggregate population of ap-
proximately 44 million. In addition, the group had 25 hotels in Shanghai, which
has a population of approximately 19 million.

A Ferocious Growth Rate

If anything, 7 Days Inn appears to have bested most of its fast-growing competi-
tors through tripling the number of operating hotels within two years. What is also
impressive is that the chain has apparently not given away anything in terms of
rate or RevPAR, which have both remained constant to slightly rising (see table 15).

Almost 400 Hotels and 40,000 Rooms

At end June 2010, the company had 399 operating properties with 39,561 rooms.
There were also 147 hotels with 14,645 hotels in the pipeline. The group also has
succeeded in building a 13 million-member guest loyalty programme.

9.2 India

Budget hotel expansion in India is just getting underway, led by a combination of
domestic and international brands. In fact, at the present time, India has very little
branded budget hotel capacity, as the reasonably priced chains, targeting domestic
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Table 15. Operating data for 7 Days Inn 2007-2009

As of and for the year ended 31 December

2007 2008 2009
Hotels in operation(1) 106 223 337
Leased-and-operated hotels 103 206 236
Managed hotels(2) 3 17 101
Hotels under conversion(1) 86 49 64
Leased-and-operated hotels 84 34 6
Managed hotels 2 15 58
Total hotel rooms for hotels in 11,399 22,352 32,836
operation(1)
Leased-and-operated hotels 11,057 20,697 23,764
Managed hotels 342 1,655 9,072
Total hotel rooms for hotels in 7,364 4,821 6,168
conversion(1)
Number of cities covered for 20 33 54
hotels in operation(1)
Average occupancy rate(3) 88.0% 88.1% 88.3%
Leased-and-operated hotels 88.2% 88.4% 89.2%
Managed hotels 83.8% 83.3% 82.8%

RMB Us$ RMB us$ RMB Us$
Average daily rate 158.1 23.3 159.9 235 159.6 23.5
Leased-and-operated hotels 159.0 234 160.4 23.6 160.0 235
Managed hotels 133.0 19.6 151.2 222 156.2 23.0
RevPAR 139.2 205 140.9 20.7 140.9 20.7
Leased-and-operated hotels 140.2 20.6 141.8 20.9 142.7 21.0
Managed hotels 111.5 16.4 126.0 18.5 129.3 19.0

Note: (1) As of the end of each period. (2) Includes one managed hotel in which we own a
non-controlling interest for each period. (3) Occupancy rates for certain hotels benefit from
rental of the same hotel room multiple times a day.

Source: 7 Days Inn
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business travellers, such as Lemon Tree, Hometel, and Fortune, are in fact mid-
scale and offer a full range of services.

However, Ginger Hotels, a subsidiary of The Indian Hotels Company Limited
(IHCL), who also owns the luxury brand of Taj Hotels, presently has 24 economy
properties in operation in India’s major cities and four more in the pipeline. The
average property has about 100 rooms and the rack rate is roughly US$ 50, de-
pending on time and location.

International brands like Accor’s Ibis and Etap, as well as Premier Inn, the
leading UK budget hotel operator, have positioned themselves for expansion in
this market, as well.

18,000 New Budget Rooms by 2014

The consultants, HVS, project that about 18,000 branded budget hotel rooms will
enter the market in major Indian cities over the next four years. One factor that
favours budget hotels is low building cost. While a budget hotel property currently
costs about US$ 50,000-US$ 65,000 per room to construct (excluding land), the
cost for a midscale hotel runs between US$ 75,000 and US$ 120,000 per key.

Table 16. Projected branded budget rooms to enter the market by major Indian city, 2009—
2014

City Branded hotel | Branded rooms % of budget Projected new
rooms 2009 to enter the mar- rooms in budget rooms
ket 2009-2014 pipeline 2009-2014
Ahmedabad 800 3,058 10.3% 315
Bangalore 3,889 10,784 22.7% 2,448
Chandigarh 351 1,459 29.2% 426
Chennai 3,307 4,945 11.8% 584
Delhi (NCR) 8,625 16,560 16.3% 2,699
Goa 2,795 2,178 134 % 292
Hyderabad 2,761 5,884 19.1% 1,124
Jaipur 1,683 3,357 16.2% 544
Kolkata 1,373 4,025 1M1% 447
Mumbai 7,948 13,386 15.2% 2,035
Pune 1,518 8,054 19.2% 1,546
Other Cities 12,006 20,025 28.1% 5,627
Total 48,475 94,115 19.22% 18,086

Source: HVS, HOTELS IN INDIA — TRENDS & OPPORTUNITIES 2009 Edition
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9.3 Middle East

Apart from United Arab Emirates — Dubai in particular — the development of
branded budget hotels has so far been minimal. Accor has the most capacity in the
region with 5 Ibis properties in United Arab Emirates, 4 in Turkey and one each in
Jordan, Kuwait and Oman. IHG’s Holiday Inn Express has four properties open in
Dubai. Premier Inn is also present in Dubai with three hotels, and two more to be
opened soon, as well as easyhotel with one property in the emirate.

Premier Inn to Enter the Qatar Market

Premier Inn is to bring its budget product to Qatar, according to a joint venture
announced at the beginning of August 2010. Premier Inn’s development partner is
Dohaland, a subsidiary of the Qatar.

Foundation for Education, Science and Community Development, which was
set up in April 2007 and is a proponent of urban living concepts that build on tra-
ditional Arabian architecture and design and contribute to the social and cultural
heritage of Doha.

The joint venture project will be administered by Dohaland Hospitality and Pre-
mier Inn’s first property in Qatar under its “value hotel model” will be a 200-room
hotel to be built at the Doha Education City, on the outskirts of the capital city.

10 Summary and Outlook

Prospects for further growth of the budget accommodation sector worldwide remain
very positive. Expanding service sectors in developing economies, in particular, will
drive growth in the sector over the next decade. As explained in this report, even in
the saturated US market, growth opportunities exist for smart operators who can
identify the right niches. Meanwhile, in Europe, with the exception of France, there
is significant growth potential in all the major country markets.

Up until now, most new lodging concepts, including the budget hotel, have
originated in the highly competitive and strictly segmented American market. A
possible future trend towards more segmentation of the economy lodging sector
worldwide is a strong possibility. It may also happen that the innovative thrust
may come from other regions in the world in future — perhaps China.



Innovation Management in the Hospitality
Industry: New Roads Towards Meaning and
Corporate Culture

Geoff Marée

Picture the Hotel Design Conference 2006, held at the Sands Expo Convention
Center in Las Vegas USA. It happened during the breakfast session at the third
day of the conference where groups of about ten people switched tables every 15
minutes, exchanging insights and getting to know each other. At one table a de-
velopment representative of a major hotel chain had a seat next to the representa-
tive of the Starwood Group. The topic at that moment was rooms-design. At Star-
wood — the one representative explained — they reduced the size of one side of a
new-to-build hotel room by thirty centimetres, since they now only installed flat-
screen televisions instead of the bulky standard ones. It totally changed the set-up
of the new floor plans of the hotels in development. This not only offered the
guest the latest in technology, it also seriously reduced building costs. Probably
this doesn’t go for all Starwood property, but the story was a clear one. Surpris-
ingly, the representative of the other chain reacted as if this was completely new to
him. He made notes and asked a few questions. He most likely intended to advise
his chain to consider changing building strategy accordingly.

Here’s innovation in the hospitality industry for you. If one would look at it
with a positive view, the conclusion could be that interesting and inspiring meet-
ings happen at the right conferences and that serendipity and cross-pollination are
powerful forces of innovation. One could also conclude that this case illustrates
that the hospitality industry is still in search of how to make innovation become
part of daily business, like serving breakfast, yield management, satisfaction sur-
veys, or loyalty programs.

The example reveals two important aspects. Firstly the fact that a fairly simple
to follow trend like flat screens to take over the market could be overlooked by the
people responsible for the development of new property of a large hotel chain.
Secondly the fact that the consequences, namely the reduction of room size by
thirty centimetres was apparently looked upon as being a major innovation. We
are talking innovation, not just development as it is mainly used in the industry;
the purchase or building of new property. More than ever, after the difficult years
2008 and 2009, the current economic and societal developments challenge the
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hospitality industry to embrace innovation as something beyond improving on
technology and products or even change the way services are designed. In the
hospitality industry innovation should nowadays also mean ‘business model inno-
vation’, either on rethinking the way you produce your product, on redefining your
industry or on changing the way revenue is generated.

So, what’s going on with innovation in the industry? In their book Blue Ocean
Strategy (2004) Kim and Mauborgne state that organizations will find themselves
more and more in what they call a red ocean of bloody competition. Their advice
is to search for a blue ocean, the metaphor for an uncontested market space. They
describe a set of actions on how to find and create that market space. Essential in
their philosophy is the identifying of key factors of competition and a method to
break away from this market dominant way of understanding your business. Actu-
ally, a second thought about reinventing the hospitality business could seem
worthwhile, when looking into the latest developments in the hospitality industry,
the way it responds to the economic crisis and the most common tools in the field
to respond to dropping occupancy rates: pricing and cutting costs.

1 Change of Tools

In the mean time, Yotel, winner in the 2009 Business Travel World Awards,
boasts high occupancy levels (IFA Hotels & Resorts, AR 2009; 06), and founder
Simon Woodroffe is aiming for 200 % in a few years time. What can be concluded
from this new hotel concept? Besides that smart new hospitality concepts can be
successful, it shows that progression in the hospitality industry raises the need for
different measuring tools and a change in vocabulary. An occupancy rate of 200 %
more or less disqualifies the tool. Occupancy used this way is not occupancy the
way it used to be. Of course, originally hotels have been the places that offered
you a safe and comfortable place to sleep, when away from home. From that per-
spective the phenomenon of occupancy, related to an overnight stay makes sense.
And from the same perspective, keeping track of how many rooms have been oc-
cupied each night turns out to be a good tool to measure your business results. But
as soon as the context changes, the instruments should change too. Sometimes it
seems that the mere existence of those tools keeps the industry from changing. It
takes a deliberate move away from the standards of the industry to be able to in-
novate the business. We can read the illustrative quote from Simon Woodroffe on
the Yotel website: “I was lucky enough to get an upgrade to the sleeper bed in
British Airways first class. I went to sleep with the conundrum of how to make a
Japanese capsule hotel acceptable in the west and woke up realising the solution
was around me: all I needed to do was finding the designer of the BA first class
cabin and ask them to help me design a hotel.”

Another fundamental instrument of the industry does seem to have the same
obstructive effect; the Standard Operating Procedures or SOP’s. Originated from
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the quest for continuous improvement by quality programs it can have the down-
side of taking away possibilities for members of staff to improvise in one-on-one
situations. The society is drifting away from the industrial era that demanded a
strict control of processes in order to maintain quality in mass production systems.
In her book Closing the Innovation Gap (2009), Judy Estrin compares quality pro-
grams like Six Sigma to innovation. She warns for ‘an obsession with optimizing
efficiency while removing variation and defects [since it] is the opposite of what is
required to encourage broad innovation.’

Hospitality business evolves together with society. SOP’s could be considered
very conveyor-belt-oriented. Let’s look at a real life example. Recently, when ask-
ing for the possibility to park at the Zurich Novotel hotel parking lot, the newly
arrived guests received the answer at the reception desk to wait till eleven in the
evening, because by then the responsible manager would have returned to the
premises. FOP’s or Flexible Operating Procedures would have been in place to
improve this awkward arrival experience. Holding on to SOP’s, understandable as
it may be, by all major chains and many smaller ones, could be helpful for stan-
dard daily business, but could also be a killer for industry improvement and inno-
vation.

Back to pricing and cutting costs. In Amsterdam in 2009 the three star hotels
were complaining since many five star hotels were offering hotel rooms for three
star rates. Some five star hotels, like Sheraton Amsterdam Airport en NH Amster-
dam Centre, even decided to continue their business as four star hotels (Hosta
2009 report). Revpar in Amsterdam went down 17.5% in 2008, the sharpest dip
since 1993. The problem with lowering the prices is of course ‘when to go back
up’? Amsterdam hoteliers in 2010 expect 2011 to be the recovery year, but have
no certainty about when prices will reach the old 2007 level. And besides pricing,
in Amsterdam dramatic cutting in costs of staff has put the pressure on both the
people that had to leave as well as on the people who stayed, trying to at least hold
on to the same service level with a reduced number of staff members. Kim and
Mauborgne would urge for different ways out of cutthroat competition.

So, does the industry show a lack of innovation then? That conclusion is pre-
mature, even incorrect. Although the major tendency doesn’t show many principal
changes, several developments can daily be observed. If looking at the hotel de-
velopments, ice-hotels, underwater hotels, design hotels, art hotels, eco-hotels,
Japanese love hotels, theme hotels, temporary hotels, they all provide an answer to
changing demands and new challenges. Most of those innovations seem to have in
common the fact that they have been initiated by individuals or smaller chains.
Granted, the hospitality industry has its roots in renowned educational centres,
schools, universities, that do their share of basic research. The bigger hotel chains
also have their development centres. There are future-labs, like the Chicago based
Gettys and Hospitality Design magazine ‘Hotel of Tomorrow’ project, its Euro-
pean sister-project in Helsinki and several others, that open up perspectives for
middle and long term developments. The question is, is it enough? And related to
that question; what does innovation in the hospitality industry bring today?
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IBM biannually conducts a survey on important developments in management.
For that purpose they interviewed over 1500 CEO’s worldwide on what they see
happening. Their 2010 report “Capitalizing on Complexity” leads to an interesting
conclusion. Since a rapid escalation of complexity is the biggest challenge accord-
ing to the business leaders, they identify ‘creativity’ as ‘the single most important
leadership competency’ to seek a path through this complexity. The leaders spot
four important changes in economy; they expect it to a large extent to be more vola-
tile (69 %), more uncertain (65 %), more complex (60 %) and structurally different
(53 %). On top of that 30 % of the CEO’s see a gap between the expected level of
complexity over the next five years and how they are prepared to handle it.

Would the situation be much different for the hospitality industry? A problem
could be that the way management works in hotel chains, the qualities of risk tak-
ing and creativity are not often rewarded. Innovation takes time and a GM who
initiates a substantial change often does not stay at the particular hotel long
enough to reap the benefits. When the change fails though, it most of the time
happens quick enough to harm the responsible manager. Also room for initiatives
and pilots is small, due to strongly held brand standards. Most essential changes
and initiatives come from ‘up above’.

2 Meaning-Based Innovation

The Burning Man Project can be seen as an extreme art-event. Another way of
looking at it is to see it as an innovative answer to hospitality concepts today.
Every year end of August, beginning September, a crowd of already 50,000 peo-
ple will take part in forming a community in the middle of the Black Rock Desert,
120 miles north of Reno, Nevada. They pay for tickets, $ 210 and up. The concept
is based on giving, each participant feeling responsible to take up his part. They
bring their own contribution, from F&B to the particular art or whatever they want
to share. Ever since the start in 1986, the concept has grown into a major event
that one should have visited at least one time if one is active in the creative indus-
try. The way the Burning Man is organised and the way the service, the logistics,
the experience are completely depending on the input of the GUEST, seems to
break all important hospitality rules. It works. It grows. It is important for a large
group of people. Besides all interesting aspects that could be learned from an or-
ganisational perspective, this example of new hospitality shows us a driver of ma-
jor importance: meaning.

Luckily, the hospitality industry in general does share this important driver. Just
take a look at the website of joie de vivre hotels, initiated by Chip Conley, and feel
the importance of the right balance in meaning, necessary for this hospitality con-
cept to work. Meaning is important for guests, but also for the other parties in-
volved. Chip uses the term Identity Refreshment, only possible if people entering
the hotel feel that their basic values in life are being shared, or even better, rein-
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forced, by the people, the environment, in fact: the culture of the hotel. By taking
Identity Refreshment as the focus of the concept, he turned hotel creation into
quite a different process. He started with the basic values that related to a certain
magazine. The example of the Rolling Stone magazine as inspiration source for
his first hotel, the Phoenix, is well known. The fact that environment, people, de-
sign, services AND the guests all link to the values related to the concept, makes
this identity refreshment possible.

No, this perspective is not supported by academic research yet. It seems closely
related, though, to the outcome of research by Goldstein et al. (2008). They were
interested in how people would respond to a message in the hotel room communi-
cating the benefits of reusing your towel. By stating the message in different ways,
the effect varied. The highest compliance rate to the appeal would, to the research
teams’ surprise, come from a message that described the requested behaviour as
the norm of those who had previously stayed in the guests’ room.

A hotel stay does therefore seem to have a very strong social impact. As argued
by Melissen and Marée (2009), the guests act upon the feeling that people who
made the choice for the hotel (room) before them, do relate to their core values.
This principle can be applied to many identities, including those related to sustain-
able behaviour. Hotels have interesting business opportunities if it turns out that
people change behaviour more easily within a hotel environment, if their core val-
ues are supported. The case of the introduction of the Heavenly Bed, a successful,
though still incremental innovation of Westin, rapidly followed by the other
chains, eventually led to guests who visited the hotel to test the bed, before buying
it. The sole reason for the stay in the hotel reduced to experimental sleeping. Be-
ing able to buy the bed via ‘westin at home’ is just one step further. Understanding
the new principles of community building and the possible new roles of hospitality
organizations in this process can instigate new ways of interpreting the industry.

3 Co-creation and Open Innovation

Prahalad and Ramaswamy introduced the phenomenon of co-creation. In their
book ‘The Future of Competition’ (2004) they explored the consequences of the
transparency and immediacy of today’s society and unavoidably ended up with a
move away from the traditional value-chain toward value-networks. Within that
perspective, one can not really make a distinction between producer and con-
sumer anymore, because the cooperation between participants adds value for all
parties. Just think about all those internet sites with the guest’s opinion on the
quality of the food or service and try to do the same job with a marketing and
sales department.

Prahalad took it a step further together with Krishnan in their book ‘The New
Age of Innovation’ (2008), investigating on the enablers of innovation, given the
circumstances already described. Since today it is all about the particular experi-
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ence of the individual and since resources are accessible globally (N=1 and R=G),
business should rearrange its process accordingly. This also goes for hospitality.
The hospitality industry too should try to move from being firm-centric and prod-
uct focused.

One doesn’t co-create without other parties. CitizenM, the hotel concept, based
on the mobile citizen, and very efficient in production and daily business, but still
with emphasis on luxury and individual choices, could only be developed through
a close cooperation between various parties, be it from the conceptual angle, the
production angle, the technology angle, the marketing angle or the communication
angle. And just like the space-industry in the sixties, a lot of spin-off results of
these developments will probably be found in future domotics, solutions for logis-
tics and other territories. As Henry Chesbrough describes in ‘Open Innovation’
(2006), also sharing the results of investments in innovation can and probably will
be part of a whole new business model.

4 Hybrid Thinking

Multidisciplinary input in development is common in many technology driven
companies. Ideo, design firm in Palo Alto and with offices around the world,
combines the insights of IT specialists with designers and, since about ten years,
anthropologists. The use of a product, be it a shopping cart in a supermarket or the
mishmash of functions on a mobile phone, is very much related to human qualities
and culture. The perspective of an anthropologist is in many cases vital to the suc-
cess of a new design. It makes sense that Tim Brown, CEO of Ideo, introduced the
idea of T-shaped people. Employees of the firm had to be developed in two direc-
tions; they both had to be able to look at the world from a broad perspective, so
they could connect to other fields and they had to be specialized into depth into
their own field. Hence good communication in multidisciplinary processes was
ensured and on the other hand could detailed problems be tackled by the specialist
input of the participants.

Also in the publication of the annual symposium, The Future Forum 2010, or-
ganized by Design Hotels, one of the speakers, David Bosshart, CEO of the
Gottlieb Duttweiler Institute, writes about his worries that if multidisciplinary
teams work on a topic, most of the time they seem to end up in efficient nonsense
talking. It’s hybrid thinking they need to prevent that from happening. Hence the
same title of the symposium. Besides in the automotive world, hybrid concepts are
signalled to pop up in the hospitality world too. Can we look forward to educa-
tional systems, both at the major hotel schools in the world and in the training
programs in the chains, that create managers who look beyond their own speciali-
zations, who can duly break with standard etiquette of the industry and who feel
comfortable with complexity, uncertainty and new markets?
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5 A Change of Corporate Culture, Embracing Failure

It seems many times that one of a strongpoint of the industry could also be its pit-
fall. People who manage the hospitality industry are fond of the traditional rules,
established through an interesting history of hospitality culture, and could for sev-
eral reasons show a tendency to be fairly risk-averse. Also hierarchy as standard
organizational set-up for traditional hospitality organizations does not easily create
circumstances for breaking rules and happily aiming for fiascos.

A deeper look into innovations throughout the past decades shows that risk-
taking and failures are part of the deal. A striking example can be found in the vi-
sion of the Italian company Alessi. This design-focused household products manu-
facturer shows a remarkable vision on success. Since the core quality of this com-
pany is to deliver products, designed to be on the edge, some of those products
should fail in the shop. If you don’t go over the edge once in a while, how would
you know where the edge is, nowadays? It is a simple and logical way of reason-
ing. Still, many companies, thinking about their shareholders rather than a long
term strategy, would not go for those fiascos.

When Starwood launched the new concept of Aloft in October 2006, it didn’t
exist yet. Or it did... in the virtual world of Second Life. To most people in the
field the story is well-known. It took over a year to process the response of all
virtual visitors before opening the first real-world Aloft hotel in Rancho Cuca-
monga CA in 2008. Most probably, the rumour around Aloft it raised has even
been more important for the introduction of the brand than the feedback from
the virtual users. Still, it was a serious attempt to try and make the guest an ac-
tive participant in the co-creation process of launching a new hotel concept. It
certainly shows to be an attempt to break away from the standard ways innova-
tion is approached in the industry.

What could headquarters of the large players in the hospitality industry learn
from the serendipity-promoting culture of 3M? What could they copy from the
way Google has designed its offices and supports the leisure activities of its em-
ployees? What could the everybody-is-an-entrepreneur-in-this-company structure
of Semco in Sao Paolo teach? How would the mission of having a fiasco every
two years of the Italian design-ware company Alessi suit the industry? All of those
companies seem to operate from the understanding that today, staff is not only es-
sential for the daily smile-on-the-job. People in the organizations need a level of
trust, of meaning and of growth in order to be part of the concept. And innovation,
not the small quality steps or the standard development of property processes, but
real innovation, takes time.

What measures will we use in the future to measure success of the industry?
Will it be RevPar or will it be the size of the biannual fiasco? Will it be expansion
on new locations, new properties or will it be expansion on a more substantial
business level, like new markets? Will innovation be incremental, related to qual-
ity programs and satisfaction surveys, or will innovation be related to ground-
breaking developments, maybe even related to fields we do at the moment not link
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to the hospitality territory, yet? And who will be the most important party measur-
ing all of this? A consultancy agent, an accountancy firm, or maybe the stake-
holders, guests included?

So it could be tentatively concluded that the large hospitality chains could learn
from looking carefully at the processes other companies initiate. Plan your mis-
takes and make sure that no corporate damage will be related to failures. Make
failures part of the strategy and involve guests and other stakeholders in a con-
tinuous process of innovation. Go for entrepreneurship within the company and set
up radical pilots.

One more thing: The rapidly evolving economy also has a lot to learn from the
hospitality qualities of this industry. In ‘Workin’Wonderland’ (2010) Drion,
Marée and Melissen describe what they expect the future of work will be. Since
people tend to see organizations as opportunities for shaping their individual fu-
ture directions, managers better make sure they host their employees as best as
possible to bring out the qualities they have to support the path to the future of
these organizations. It’s essential that the hospitality industry does not forget to
use those qualities to its own benefit.
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Challenges for Designing Sustainable
Tourism Destinations

Keynote Speech of Vural Oger

To cut to the chase of “Challenges for the Designing of Sustainable Tourist Desti-
nations” in few words at the “World’s Leading Travel Show” — as the ITB is called
quite rightly — can make someone break out in a sweat, even an experienced tourism
expert like me.

The program of the “Leading Travel Industry Think Tank” includes challenging
topics and calls for the best known experts of the industry. Even external researchers
present fascinating approaches and set you thinking. There arises the question
what — an admittedly experienced — pragmatist like me can contribute to that?

In preparation for today, I simply took a closer look at the word “keynote”:
keynote means basic idea — and that is exactly what I want to put forward for
discussion.

The engineer, Vural Oger, has spent his life as an entrepreneur working with
and for other people. People who are still looking forward to the so called “best
time of the year”, who pack their suitcases in anticipation and who are expecting
ever more service for ever lower prices if possible. Most of them do not expect
this out of greed or false thrift, but out of mere financial considerations. If there
had still been need of proof, the year 2009 — the year after the world economic cri-
sis — furnished it.

And what does our industry do? In order to stay in the system, customers and tour
operators are acting like a married couple in bed: as soon as one is pulling the
blanket to cover themselves up the other is freezing.

However, the interest of one and the interests of the other must not be to the
disadvantage of third parties:

e Not to the disadvantage of the environment in the tourist areas
e Not to the disadvantage of the energy usage

e Not to the disadvantage of future generations

The intelligent balance between existing individual interests must be the
principle in designing sustainable tourism. That is my first basic idea.

R. Conrady and M. Buck (eds.), Trends and Issues in Global Tourism 2011, 135
Trends and Issues in Global Tourism, DOI 10.1007/978-3-642-17767-5_13,
© Springer-Verlag Berlin Heidelberg 2011
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Tourism, vacation, travel — even to future generations it will mean more than
just watching the best reports from all over the world on DVD in your living
room. Tourism will awaken the interest of discoverers and adventurers. Tourism
means a change of scenery, foreign countries and foreign customs. It means sun,
sand and the ocean — and all of that in the literal meaning of the word “sensible”.

With every consideration for the digitalization of our lives, we have to be able
to feel, smell, taste and hear travelling. Our product is and will always be a
sensory experience. There is no doubt about this second basic idea, not even in
the future.

I can say all of this out of personal experience and as being a part of the system.
For decades, my company has taken millions of visitors to Turkey every year and
we accept this responsibility

e as a tour operator,

e as a hotelier,

e as a politician,

e and not least, as parents and grandparents.
The terms “destination” and “destiny” are very similar and not just by chance. The
threatening phenomena of the so called mass tourism can be described quickly:

o Destroyed forests; not only in the tropics

e Endangered mountains; the Alps are one of the best examples

e Polluted beaches; all around the Mediterranean; along with all the water
and sewage problems we already know about

e Large concrete hotels that spoil landscapes; this applies to parts of the Bal-
tic Sea as well as to the Adriatic Sea

e Organized dreariness instead of individual inspiration
However, this problem is not originally one caused by the tourism industry:

e Looking at the urban development in fast growing metropolis of the world,
we can see comparable developments.

e A look around the neighbourhood makes it perfectly clear that there is
enough work to do in our own specific country

This does not convey comfort, neither is it an excuse, but it clearly proves that
sustainable development is not just a special case of tourism:

e More and more, faster and faster, cheaper and cheaper is a mentality you
can find in many industries. Although the very well known German adver-
tising slogan “cheap is cool” (Geiz ist geil) was not made up by the tourism
industry, we are the ones who have to steer in the opposite direction — pri-
marily for our own best interests.



Challenges for Designing Sustainable Tourism Destinations 137

Those of you who want to follow our lead and make a difference, those who
want to master the new challenges for the designing of sustainable tourist
destinations, have to change the culture of their own actions. That is my third
basic idea.

That is why we show our visitors from all over the world how beautiful our
own specific home country is:

e We can only preserve if we know what is at stake.
Let us bet on the best innovations of all technical relevant fields:

o Let us offer rewards for the cleverest ideas, the most extraordinary solutions.

e We have to conserve resources and handle nature in a smart and efficient
way. In the future, this has to be part of our daily business just like hospi-
tality and the smile on our lips.

As a graduate in engineering, let me tell you this: We can pull out all the stops
here; from water to wastewater, from energy to transport, from the journey there
to day trips.

We should also rely on the younger generation and on the trend to look after the
natural riches of earth again:

e Without false ideologies, without pathos, without blinders

e But therefore with clarity, straightforwardness and the speed of youth
Let us take two economic terms literally for a moment:

e Creation of value: We are talking about values and creation. There is no
better way to get to the heart of ethical entrepreneurial activity.

e And the term value added tax: To add value is another challenge we have
to face. Thereby, we have to become more aware of the fact that sometimes
less can be more ...

Value orientation, fairness, credibility, responsibility — companies and industries
that incorporate these and other values are fit for the future. That is my fourth ba-
sic idea.

Companies, however, are always just a part of a greater whole: Communities,
national governments, the European Union, science, media, political parties, or-
ganizations, initiatives — they all have to do their bit. It sounds complicated and it
is complicated, but it is still the best way to move forward.

Because every change starts with a first step, even though it might be a small
one compared to the change we want to achieve.

And every change starts individually and then spreads out. Every stone I throw
into the water, however small it may be, casts waves against the shore.

The perspective challenges of our industry are clearly described:
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o Sustainability and resource management
e Demographic change
o The digitalization of our society

e The rediscovery of individuality

At a convention like the ITB there are many opportunities to delve into the sub-
ject, see things from surprising perspectives, understand new approaches and,
above all, think outside the box. Hereby I would like to thank everyone who ac-
tively participated in the ITB.

I would like to add another basic idea to my keynotes:

Only those who are aware of their past, who understand their own history,
have the credibility to set standards for the future.

Let us take a look at the tourist destination Turkey, of which I am proud and de-
lighted to say that it is the official partner country of the ITB this year. What have
they done right, what have they done wrong, what have they missed out on, where
has tourism in Turkey been ahead of its time and how does Turkey handle the of-
ten mentioned credit crisis?

Mockers often say that the father of the crisis is from the Bosporus and its
mother from near Antalya.

So who if not ourselves — the tourism industry in Turkey — can handle a crisis?

Seriously now:

In Turkey we have proven that we can handle difficult economic times with
positive energy, confidence and pragmatism. Furthermore, we have proven that
we can use these times to become better:

e Dbetter in what we have to offer,
e Dbetter as the entire tourism industry itself,

e better for our visitors from all over the world

¢ and at the end of the day, better for our country, our environment and there-
fore better for future generations.

Sustainability is based on this attitude.
Let us not be discouraged but, on the contrary, focus on two important everlast-
ing facts:

e Especially in times of crisis, people want to forget their everyday life for a
few days.

e They want to enjoy their short escape with a good conscience.
And that is exactly what we have to offer them:

e With solid, affordable holiday concepts, rather than with anxious price in-
creases to hastily compensate for the decline in bookings.
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Simply ask your customers if they are really missing another “ultra” in their Ultra
All Inclusive package? You will be surprised, because they will not even have no-
ticed the umpteenth “ultra” yet.

However, they will still appreciate your being a little more attentive, a little
more friendly, or if you, for example, share your knowledge of the country and its
people.

In difficult times all people, no matter where they come from, want the same
thing: They want affinity, they want trust, and they want security. That is what we
have to offer them; and not just another free cocktail.

If we close the shutters and hide behind the curtain during times of crisis we
will not be able to see our chances, not even if they are right in front of us ... Then
it is vital to eat humble pie. It does not always have to be a giant step forward. We
do not have to constantly reinvent the wheel. On balance, many small and intelli-
gent concepts will make the difference we need:

e Not only for summer do we need concepts — although we still need to work
on them — but we also need customized offers for winter.

In some cases we are already on the right track:

e Nowadays, Antalya is not the only Turkish city known in Germany. Istan-
bul, for example, is an established destination, too, due to bold concepts,
new ideas and, not least, due to the great opportunity of the European Capi-
tal of Culture 2010.

e The Formula 1 Turkish Grand Prix has not been taken seriously for a long
time, but today it fills hotels.

e Personally, I have to say that I am happy about the excellent development
in Istanbul, which is reflected — among other things — with the opening of
new and more and more fascinating hotels.

This great development must not fail because of paralyzing fear of crisis. We have
to keep trying:

e We have to portray the country in all its diversity and we have to represent
this gift of nature with the best PR and lasting branding.

e We also have to concentrate more intensively on the Aegean, which is a
rough diamond in our portfolio.

e The current financial market crisis and its effects on the economy do not
change the fact that certain trends remain; more and more people, for ex-
ample, want to be active during their vacation. We need offers for them.

e Who says that you can offer hiking holidays only in Alpine countries?!
Why are there no hiking trails yet, even though Turkey’s hinterland is ex-
ceptionally beautiful?
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Our tourist offers have to aim more specifically at their target groups and become
more international. This is where tour operators, hoteliers, communities and re-
gions have to work together. Let me use an example from our own company:

We brought the Runtalya — Antalya’s marathon — into being. Less than five
years ago, at the very beginning, we met so much criticism. And now? The Runta-
lya is an international running event, well known in the international running
scene.

So why do we not follow this example?

e What do we offer surfers?
e What else can we offer in the field of other trend sports?

e And what can we offer to another, but no less fascinating group — the art-
ists?

We have to think outside the box — we have to take this seriously, together, then
there will be a great opportunity even in this crisis.
We do this not naively, but for good reasons:

e Turkey in general, and in particular, a specific part of our range, is an ex-
cellent offer during this current economic situation.

e It is not true to say that there is absolutely no money at all in the custom-
ers’ pockets. They just make decisions more carefully and we gladly accept
this challenge.

Tourism is also the accomplished art of bridging gaps.

Bridges connect. Looked at that way, our industry contributes every day to the
dialogue between people. It is our job to put a smile on people’s faces.

We have the privilege to host people during their vacation, their leisure time.
We are well aware of this commitment to be responsible for the “best time of the
year”. That is why we have to be professional and take every moment as seriously
as if it were the crucial moment of the whole vacation.

The Augustinian monk Thomas of Kempen once said that the higher the build-
ing, the deeper its foundations.

The travel industry can move worlds. Every day, by combining its strengths it
creates communication that results in understanding and appreciation. Apprecia-
tion is the best foundation for trust while understanding is the beginning of every-
thing. Let us build bridges based on this foundation in the future:

e Bridges of peace between European neighbours
e Bridges of prosperity between all classes of the population
e Bridges of understanding between generations and cultures

e Bridges of friendship between visitors and locals

When we translate this self-concept into action we will have built the foundation
for sustainable destinations. Tourism can be safely based on the following:
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e More sustainability and better resource conservation when preserving
and creating new touristic offers. The intelligent investment in the infra-
structure guarantees our future, Euro by Euro, because a quick win is often
just a euphemism for a missed development opportunity.

o Perspective carbon-neutral mobility for the journey there and back as
well as at the destination itself. Based on this change, our target groups will
compare us to other operators and their own decisions will more and more
depend on it.

o Generation-orientated offers — from the booking to their realization. Even
the party-orientated generation on Majorca will be looking for perfect ser-
vice and age-appropriate offers during a later phase of life.

o Integration of local culture and landscape conditions into touristic of-
fers; radical elimination of tourist ghettoisation; this is the ultimate test for
the cooperation of regions, communities and the tourism industry.

¢ Intercultural offers for a better understanding and appreciation of visitors
and locals. The virtual proximity of the World Wide Web becomes a nec-
essary quality once you are in the reality of a new event-culture.

e A quality campaign in the training in all tourism-related careers; we are
not low-class, we are premium. That is our requirement and, at the same
time, our driving force.

And last, but not least, the challenges of our industry and “leading trade show”
like the ITB:

e the acceptance of the travel industry as an economically important factor

e and the acceptance of tourism as a formative social factor in both worlds:
the world from where the visitors come from and the world where there are
mainly hosts.

Subject of this keynote are the tourist destinations. At the beginning I already used
the term “keynote” in its literal meaning of basic idea. The English word “destina-
tion” has many German translations; one of them is Bestimmung, destiny, in a
metaphorical sense.

The US-American futurist Herman Kahn encapsulated our destiny as follows:
“Anyone can learn from the past. Today it’s more important to learn from the fu-
ture.”






Successful Destination Branding: Experiences
from an Innovator

Christoph Engl

1 What Brands Can Do

1.1 Brands Sell a Certain Attitude Towards Life

It is indisputable: The decision to purchase a certain product is affected much
more by emotions than it is by reason. This has become a truism amongst all
companies producing brand quality consumer goods. Brands try to add an under-
lying philosophy or attitude to products, so that in this world where basic needs
are satisfied, consumers buy to a great part the values connected with a product
instead of buying the product itself. Ever since it became clear that the purchase
of a new car does not serve the need of locomotion but the achievement of a so-
cial standard, AUDI has not sold cars but rather “Vorsprung durch Technik”
(advancement through technology); BMW sells the lifestyle of “sportive driv-
ing” and Geox “breathes”. Brands serve the purpose of making customers feel
loyal to their “values”. The brand gives the customer confidence, and the cus-
tomer trusts the brand.

1.2 Brands as System Providers

In the past few years, producers of brand name products have constantly been di-
versifying their range of products and services. Companies that used to produce
only brand name clothing are now offering all accessories for modern living, such
as perfumes and handbags, as part of their product range. The trust consumers
used to have in one single product has now become trust in an entire brand: While
it was possible in the past to buy skis from one brand and bindings from another,
they now come together in a package from the same brand and include the option
to buy colour matching ski boots and a ski suit made by the same brand as well.
Giorgio Armani now sells watches, Mont Blanc sells belts and other leather goods,
and Nike sells perfumes. Not all of these offers have been successful, but many of
them have. Far beyond their core competencies, brands generate trust.
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1.3 Brands Do Not Participate in Price Wars

One look at a modern shopping centre or supermarket will make you realize:
shop-in-shop systems guarantee that brands can present their entire product range
inside a sales structure and, in doing so, these systems valorise the structure itself.
In these brand worlds, the importance of the price is ever declining. The aphorism
“Experiences are not part of price wars”, originally taught in the field of tourism,
has applied itself to the brand worlds of the consumer goods industry much more
quickly than it has to tourist offers.

The brand industry has come to understand that emotions — as long as they
cover the core of people’s basic needs at the moment — strongly increase the desire
for a product and are therefore excluded from the modern consumer’s price sensi-
tivity. Of course, almost all brand name products are also available as so-called
“no-name products”. These products usually sell for price reasons only, because
they do not have a “good name”, i. e. a brand image. No-name products are forced
into a cruel price war against other no-name competitors.

2 The Transformation from a Tourist Offer into a
Brand Destination

21 Destination Marketing Is Taking Over from Tourism Marketing

At first glance, all these theories do not seem to have much to do with a tourist
destination. Normally, a tourist destination advertises its region and accommoda-
tions. Advertising agencies which specialise in tourism are expected to advertise
the beautiful countryside with its many activities to holiday guests worldwide in
order to fill up the available guest beds. In the past, this was achieved by distribut-
ing leaflets — and there are still far too many of them. Today, however, this is done
via new media. The fact that all tourist destinations, tourist cities and tourist
boards are still having their own logos designed and are using these logos to com-
pete internationally is understandable, but outdated and not very productive. After
all, the goal is to be clearly different from all other destinations and to convince
consumers to choose this particular region for their holiday. One thing is certain:
The common advertising strategies for tourist destinations would have led to guar-
anteed failure for brands. Just imagine a mobile phone company, a car manufac-
turer or a perfume brand sending out leaflets neatly listing all outlets for their
products in order to entice customers. So the question needs to be turned around: Is
it possible for a tourist destination or region to establish itself as a brand, following
the same rules that have been successfully applied to the consumer goods industry?
Is it possible for South Tyrol to become a well-known brand in Europe which can
compete with other already established brands when it comes to popularity and at-
tractiveness? This is precisely the question we at South Tyrol Marketing, together
with our product partners, have been asking ourselves again and again over the
past few years.
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2.2 Brand Character for Destinations

The outcome of our deliberations was: If South Tyrol does not manage to become
an established destination brand, the region will lose market shares all across
Europe. The effects of the change in consumers’ needs only allow for one path. A
tourist destination that does not have brand character but has 28 million overnight
stays and more than 5.5 million visitors yearly to defend can either give in to the
price wars, or it will have to sacrifice consumers to other competitors, and in that
case, there would be no use in putting up a fight. It is obvious that a fight for the
cheapest price is pointless: Due to tourism being a service- and investment-
intensive field, and considering the emerging low-wage economies, no one in
Europe can assume that this kind of fight would have any hope for success. On top
of that, consumers are less and less interested in solely tourism-related offers and
aspects, but increasingly interested in those aspects that make a region a tourist
destination: Everyday customs, backgrounds, stories, and people.

In the process of reflection, it has become clear to us that the message “South
Tyrol is one of the most beautiful landscapes in the world and offers outstanding
recreational activities and accommodation” is not enough for most consumers. In
the long run, this message does not stand a chance in keeping alive the demand for
a region in consumers’ minds and emotions. The demand for a product never
arises in just one dimension: Even the most beautiful countrysides cannot fasci-
nate a person for long if there is no other emotional aspect connected with them.
This applies to the consumer goods industry in the same way as it does to tourist
destinations. Roots become a driver for emotionality. There is an increasing long-
ing for something that is rooted and therefore different from everything else,
something that outlasts fashion and promotes authenticity.

2.3 System Provider South Tyrol — From Region to Product

South Tyrol is definitely worth a visit. However, it only becomes really desirable
if there are other advantages associated with this region. South Tyrol has a list of
local products which have the potential to become important advertising tools for
the destination. South Tyrol produces Italy’s best white wines and grows 10 % of
all apples produced in Europe. South Tyrol also has local products like South Ty-
rol bacon with its historical background of different methods of meat preservation
in the North and the South which is closely connected with the region. South Ty-
rol borders the Alps and the Mediterranean. This geographic situation has consid-
erable effects on everyday culture and customs. Just think about the eating habits
which, to people outside of South Tyrol, have always seemed like a fascinating
symbiosis of the Italian way of life and Alpine tradition. In order for a tourist re-
gion to become a destination, it needs to have an integrated interplay of all these
messages. South Tyrol Marketing has successfully joined all representatives of
these different messages under one roof in the past few years, and has convinced
all these key players to commit to a common vision for the destination. We have
also synchronized the different communication campaigns in a way which enables
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an ever-changing image of a fascinating and desirable South Tyrol to manifest it-
self to the consumer. The goal is for South Tyrol to become a desirable brand, a
“brand system provider” that opens up a world of adventure to the consumer and
attracts visitors in many different ways. One day, it could be the landscape that
fascinates the visitor; the next day, it could be the symbiosis of contrasting dishes
in South Tyrol cuisine or the undisputed quality of South Tyrol wines; the next
day, it could be everyday culture on mountain farms which produce milk of the
best quality every day in the high altitudes of the Alps. All of this combined forms
the structure of a brand identity destined for a brand presence in specific countries.
South Tyrol tells captivating stories about the region, its people and its products,
with the aim of securing a place among the top 10 European destinations in peo-
ple’s and customers’ minds. South Tyrol has also created a visual framework for
this purpose, which acts as an umbrella brand for all of the destination’s assets.

3  The South Tyrol Umbrella Brand

3.1 Everyone Under One Roof

Knowing that individual players on their own would have too little advertising
power in the market to keep customers loyal to their product, and knowing that the
most important task of modern brand management is actually retaining people’s
loyalty to a vision, not to a product, South Tyrol Marketing has embarked on a
path to a common vision and a common strategy. South Tyrol products are manu-
factured at many different types of “sites”, each of which wanting to enjoy a high
degree of autonomy. For this reason, it was clear from the start that our project
was not going to be the assimilation of our products, but simply the development
of a common but strong framework — a brand. The word “umbrella brand” and the
image of “everyone under one roof” describe our project very aptly: All partners
come together under one roof, but at the same time they continue to serve indi-
vidually as the pillars that hold up the house. It was not a logo or symbol that
would put things on the right track, but simply the commitment of all partners to a
common vision. Whether we are offering consumers a product for daily consump-
tion (e. g. yoghurt from South Tyrol) or want to win them over for a week-long
stay in the region, the question is: What do we want our consumers to expect of
“South Tyrol” as a destination brand? Slowly but surely, we became convinced:
Even a dairy product can barely compete against the big players in the industry in
the long run when it comes to price and quality. Only emphasizing the product’s
origin could generate the trust that would make the consumer buy a product at a
higher price than other products which do not use origin as a selling point. For
products aimed at tourists, it is true that the first thing that sparks a desire in peo-
ple’s minds is a region. It is only afterwards that a similarly strong desire for a ho-
tel in the region arises. Basically, it can be put like this: The region valorises the
product, and the product valorises the region.



Successful Destination Branding: Experiences from an Innovator 147

3.2 Three Rules on the Road to a Brand

So the task was clear: The more all sectors of the umbrella brand South Tyrol in-
vest in this common element of communication, the stronger becomes the message
that works in consumers’ minds and hearts. The brand slogan that all partners now
subscribe to is this: “South Tyrol is a diverse symbiosis of the Alpine and the
Mediterranean, of spontaneity and reliability, of nature and culture”. Everyone
feels committed to this slogan and every product aims to fulfil this vision as
closely as possible. Of course, this way of thinking has its consequences: In the
field of tourism, it is clear that a positioning as a “party hot spot” that attracts the
young, wild party crowd is not a viable option. In the area of agricultural produce,
it means that advertising should be equally traditional and modern. All in all, it is
a complicated project, but it is also a fascinating path which no other European
tourist region has yet been able to embark on this comprehensively. In the mean-
time, even outside production and service companies that also want to benefit
from the South Tyrol location have placed themselves under the umbrella brand.
They use this brand in order to communicate to consumers that they are a com-
pany from South Tyrol and to take advantage of the positive spin-off effects of the
umbrella brand for their positioning in the market.

Anyone who wants to choose the path of consistent communication marketing
with the aim of becoming a brand has to adhere to the rules of such a process.

a. You have to conduct market research. No product in the brand industry is
introduced simply on the basis of trusting the producer’s subjective feel-
ings or past experience. In the past few years, we have conducted system-
atic research in the markets on the image of South Tyrol. We have asked
consumers about our current positioning in the different markets, and have
started to find out about the current demand for South Tyrol as a destina-
tion. This market research has produced fascinating results, showing that
customers are just as aware of South Tyrol as the region of origin of certain
products as they are of South Tyrol as a holiday destination. However, the
market research also clearly indicates in which direction South Tyrol needs
to move in its positioning.

b. You have to ensure that the brand is immediately recognizable at all times.
This amounts to more than a common graphical logo, label or image. It is
also the promise that — in the words of the famous advertising slogan —
“when it says South Tyrol on it, there is South Tyrol in it”. Basically, this
means that it cannot be in the interest of a destination to put the “South Ty-
rol” brand on just any product on the market, regardless of its compliance
with quality tests or its adherence to the brand promise.

c. Information is crucial, as the dream determines the demand. In brand com-
munication, the common task is to create the “South Tyrol dream” in the
minds and hearts of consumers. In order for this strategy to be successful,
communication has to be enabled through those channels which are most
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likely to affect people’s emotions. Soon we were convinced that this would
not be possible in the main established markets for South Tyrol — Germany,
Italy, Switzerland and Austria — without the use of the “emotional me-
dium” that is television. An appropriate PR strategy even increases the
need to use television as a medium. The supply of relevant information,
which follows the triggering of emotions, is carried out via print media and
most importantly on the internet, where, once again, everything is concen-
trated on one platform designed specifically for the destination. South Ty-
rol as a destination is also present in Web 2.0. Our Facebook community is
growing every month — within 4 months, 15,000 Facebook users became
“fans” of the South Tyrol site.

3.3 The Power of a Brand

The South Tyrolean provincial government had commissioned South Tyrol Mar-
keting to form a cross-sector group to design a new umbrella brand for South Ty-
rol. The path we embarked on seems promising, and after five years we can al-
ready draw some conclusions: Our common projects have produced synergetic
effects as well as cost savings. The consumers’ perception of the brand is very
positive, as has been proven by our market research. Recognition rates as well as
positive connotation rates are high. South Tyrol has a common graphical appear-
ance which ensures the recognition of products and tourist offers. South Tyrol
bundles the partners’ financial means in a way that enables broad-based media
representation under the common “South Tyrol umbrella brand”. South Tyrol fre-
quently launches quality campaigns in order to maintain consumer’s confidence in
the South Tyrol brand. This way, South Tyrol creates a demand which is con-
stantly kept alive through products and tourist offers. South Tyrol is becoming a
destination with brand character. The coming years will show whether the convic-
tion that South Tyrol has the potential will be followed up by the appropriate steps
for implementation. Selling in the market is becoming ever more difficult, whether
one is trying to sell tourist offers or products for everyday use. This situation will
be helpful in the attempt to convince all players in the market that one can no
longer win alone. The region valorises its products and the products valorise the
region (as a destination of origin) — you buy “South Tyrol” at the supermarket;
you talk about South Tyrol as a region everyone should visit once in their lives.
When you chat with your friends, you tell them how exciting your last stay in the
region was and give them sought-after South Tyrol products as souvenirs from
your last holiday. You are proud to read articles in the newspaper about this desti-
nation you have visited several times. If we can achieve something even remotely
similar to the scenario described above, this former tourist region will have been
headed in the right direction.



Social Media Tourism Marketing in China

Dialogue between Wolfgang Georg Arlt and Jens Thraenhart

Prof. Dr. Wolfgang Georg Arlt is professor for tourism management at the West
Coast University of Applied Sciences in Germany and director of the COTRI
China Outbound Tourism Research Institute. Having a background of practical
experience with organizing Chinese group travel in Europe in the 1990s, he has
however for the last decade analyzed the Chinese outbound tourism development
from an academic point of view. As part of his research on the specifics of the
Chinese culture and Chinese consumer behaviour, Social Media has become an
increasingly important part of the question of how to communicate successfully
with the Chinese tourism source market.

Jens Thraenhart holds an MBA title from the Cornell University and has been
working in the hospitality and tourism business for a number of years, in leading
roles heading digital marketing and customer relationship management for organiza-
tions including the Canadian Tourism Commission and Fairmont Hotels & Resorts,
before moving to China. He looks at the Chinese tourism source market from a
background of a deep engagement with Social Media and multi-cultural relevant
marketing, transferring the general insights towards the specific Chinese situation.

So instead of an academic paper, they decided to communicate their facts and
arguments in the form of a dialogue.

JT: The starting point for Social Media tourism marketing in China is the fact, that
with over 420 million Internet users and 92 % social media engagement, the Internet
has become the most influential medium in China, outpacing all other countries, as
reported in the Digital Influence Index 2010. Popular sites such as Facebook, You-
Tube and Twitter have fallen victim to the Great Firewall of China and are blocked
in China; but local Internet companies have filled this gap and unequivocally rule
the digital space. According to the Nielsen Outbound Travel Report 2009, Chinese
consumers use the Internet as a research tool more than any other medium. E-
commerce, while still small, is growing rapidly for travel purchases.

WGA: For China’s outbound tourism, similarly impressive numbers are catching
the interest of destination marketing organizations and private tourism service
providers around the world. Especially the first decade of the 21st century has
seen a tremendous growth. In 2010 more than 50 million border crossing from
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Mainland China will be recorded, within the new decade China will develop from
their current position as the number four international tourism source market to the
top position, which is occupied by Germany today. Instead of the now about 6 %,
Chinese will be responsible for more than 10 % of the total number of travellers
and the total amount of money spent on international tourism.

JT: This is even more astonishing if we take into account that there is apparently
no tradition of outbound travelling in China.

WGA: ‘Travelling for one thousand li equals reading ten thousand volumes of
books’ has been a commonly accepted truth for many centuries in China. Out-
bound travel to areas beyond the realm of the Han culture, however, had no tradi-
tion in Imperial China, with the exception of some monks travelling to India to
fetch Buddhist scriptures in the first millennium and the voyages of Zheng He, the
Chinese Columbus to Africa in the 15th century. China has neither a Marco Polo
like the European nor an Ibn Battuta like the Muslim world, travelling to find ad-
ventures and riches or looking for brothers in faith. Xu Xiake, the famous Ming
Dynasty geographer, spent 30 years travelling in China but saw no reason to leave
the country.

In the 20th century, first turmoil and wars prevented the development of out-
bound travelling for other reasons than emigration, to be followed by a policy of
frugality in the first three decades of the People’s Republic of China.

Since the beginning of the “Opening and Reform” policy in 1978 the wish to
see the outside world has been growing ever stronger. Nevertheless the proportion
of Chinese who could enjoy family visits to Hong Kong and some Southeast
Asian countries or could travel abroad as part of an official business or cultural
delegation still stayed well below 1 % of the total population for the following two
decades.

The development since the year 2000 has seen in stark contrast to earlier times
a rampant growth. It is remarkable that more than 60 % of all outbound trips of the
last 15 years happened only within the last quinquennium 2005-2009.

JT: This complex relation between inside and outside can also be found in China
even for a global communication network like the Internet: Local players, in tune
to the specific needs of the country’s “Netizens”, rule the digital space. The more
than 400 million Chinese users are online for an average of 16 hours per week, the
same amount of time they spend watching television. 111 million people managed
a social network profile in 2009, and these numbers are growing daily. The power
of the Internet in China has never been stronger and has not even begun to be real-
ised. The Internet is quickly replacing traditional media as brands and companies
seek to connect with their consumers in new and different ways. With the excep-
tion of Google, international platforms that offer a cut and paste version of their
American or European sites simply fail and often get banned. Like the country it-
self, social media in China is fast paced, constantly changing and growing faster
than anywhere else in the world. For brands looking to get on China’s digital
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highway, seatbelts, a GPS and a little sense of adventure are a necessity. There is
no more rewarding or amazing place in the world to do social media than China.

WGA: Like the internet, outbound tourism development has been pushed by de-
mand, not by government policies. After the fall of the Berlin wall and the end of the
Soviet bloc, not allowing your own citizens to leave their country changed from be-
ing a normal procedure in many countries to being an oddity. The Chinese govern-
ment showed a much higher level of flexibility than the European socialist govern-
ment in adjusting to the growing wish by the newly affluent parts of the society for
international experiences. The ADS Approved Destination System regulated leisure
group tourism, visits to Hong Kong and Macao became easier after their return to
China in 1997 and 1999 respectively, the red tape to get passports and hard currency
was cut in several steps. Still the government has changed its position only in No-
vember 2009 towards an open embracement of outbound tourism, as could be seen
when a State Council executive meeting chaired by Chinese Premier Wen Jiabao
adopted the “Statement on Accelerating the Tourism Industry Development” which
declared a planned annual increase of 9 % for outbound tourism.

Nevertheless, even though China joined WTO already in 2001, until now for-
eign-owned enterprises have not been allowed to engage in outbound tourism. In
autumn 2010, joint venture companies were given the possibility to apply for the
permission to engage in outbound tourism, but it is not clear yet if this step will
really open up a new chapter in the history of Chinese outbound tourism as such
hopes have been disappointed already several times in the past few years.

JT: Similarly, the story in China is not simply about the number of Internet users,
but rather what they are doing when they go online. It was no surprise when
China’s online population surpassed that of the United States in June 2008 to be-
come the largest in the world as part of a 42 percent year-on-year increase in the
number of users between January 2008 and January 2009. The Internet has pre-
sented the Chinese consumer with a welcomed alternative to the traditional main-
stream media of television, radio and print that was extremely influential in shap-
ing opinions and decisions. At the same time, consumers are no longer simply on
the receiving end of media — they can now create, publish and share their own
content via the Internet. The myriad of online tools available for companies — such
as blogs, discussion forums and social networking sites — makes it possible for
companies to interact with consumers, learn about their tastes and concerns, and
share new products and ideas. While the Internet is now a major channel to con-
nect with netizens, companies must examine their communications strategy and
rethink how they go about engaging Chinese consumers. Digital and traditional
media are both likely to play a role, and an organization that communicates effec-
tively will use the right mix of online and traditional media in ways that comple-
ment and reinforce each other. Brands that are able to stand out from the crowd
and create a positive and memorable online experience will be the most successful
in building lasting relationships with the consumer.
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WGA: Another parallel observation between the Internet and the outbound tour-
ism development! Many countries and companies have started to get more inter-
ested in the Chinese outbound market recently, but most of them are not very well
prepared. Products have to be adapted to the special needs and interests of Chinese
visitors and the marketing has to take into account the specifics of the Chinese so-
ciety. COTRI, my research institute, has published a number of training programs
and other publications and is conducting trainings to prepare destinations and
companies in a proper way. But much work remains to be done.

If a destination has an attraction like the Eiffel Tower or Manhattan Island on
its disposal, it is rather easy to attract Chinese visitors. All the others have to make
sure that their country is connected to a positive image and also to a high level of
prestige which can be won by visiting your place. Many countries have done suc-
cessful special weeks or even years of country-China relations, combining tourism
marketing with food, fashion, art and other aspects. Most Chinese outbound travel-
lers are not spending their money and time just to enjoy themselves, getting status
and bragging power is at least as important. Destinations which support this wish are
doing better than those just telling about how many sights they have to offer when it
is in the current stage rather more promising to concentrate on the UNESCO World
Heritage Sites which convey prestige instead of confusing potential visitors.

JT: While Chinese outbound travellers seek prestige, Chinese netizens are still
going on the Internet for the same reasons they did some years ago: to find infor-
mation and especially to make friends and be entertained. For several years now,
blogs and discussion forums (also known as BBS or bulletin board systems) have
been extremely popular in China. The total number of Chinese netizens which
blogged in 2009 amounted to 162 million, and exceeded the total number of Inter-
net users in China just three years before that date, according to the China Internet
Network Information Center (CNN IC). Although the number of users who ac-
tively update their blog on a regular basis drops to 105 million, the proliferation of
blogging and forums has simply been phenomenal. 91 million netizens partici-
pated actively in online discussion forums in 2009, up from 53 million in 2006.
Although Chinese netizens are still primarily using blogs and forums for enter-
tainment purposes, companies are realizing there is more and more business value
in monitoring blogs and forums to gauge consumer opinions and preferences. Fo-
rums exist for virtually any category or segment, from car owners and cat owners
to new mothers and food critics. On one mobile phone discussion forum detailed
reviews and comments can be found on new products within days of release,
outlining new features, design elements, production quality, bugs, troubleshoot-
ing solutions and the users’ overall experience. The way people are blogging has
also changed. Personal blogs and diary-type blogs are growing beyond simply
vanity, and knowledgeable netizens who previously contributed to the Internet
community through BBS forums, may now use a blog as their own personal plat-
form. There is now a more robust blogosphere of experts and opinion leaders on
different topics.
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WGA: 1t is therefore obvious, that destinations or companies who see the growing
need to attract the Chinese market have to turn to Social Media marketing. Today
almost all countries are issuing visa to Chinese tourists and the level of experience
and sophistication is growing. Successfully influencing the Word of Mouth and
the Word of Mouse, what I call the WOM?, for instance by inviting celebrity
bloggers to a destination will bring more up-market customers than advertisements
in glossy magazines. Getting serious about adapting offers to the specific Chinese
demand for instance by entering the COQ China Outbound Tourism Quality Label
process is still the most important path to success.

JT: Talking about the Word of Mouse, destinations and companies today have a
truly unique opportunity to observe online discussions about their brand, products
and services. Never before could they have access to so much naturally occurring
feedback. Each blog entry or forum post represents an excellent market research
data point to gain insight into what consumers are really thinking and what they
are really after. Another key benefit of monitoring online media is the ability to
see crisis situations coming ahead of time and being prepared to respond appropri-
ately in a timely manner. The Internet has established itself as a key medium for
citizens to air their grievances. There are plenty of horror stories in China about
how blogs, forums and more recently, video sharing sites have caused or magni-
fied major public relations crises. The reach and velocity with which the Internet
can deliver information around the world means that companies must be posi-
tioned to respond genuinely in a prompt manner. Therefore, it is also very impor-
tant to ensure any online outreach is in line with the company’s business goals.
The online world changes so rapidly that it is easy to make one of two mistakes.
Jumping in too quickly because there is pressure to “be digital” without thinking
about what it really means to the business; or hanging back so long that competi-
tors move in or customers move on. To structure an approach that properly sup-
ports a business requires spending time to research and understand the online envi-
ronment in the context of the business or particular stakeholder and then devising
a meaningful strategy.

WGA: Therefore both for the development of new offers as for the development
of specific marketing channels diversification and segmentation are necessary.
With a growing “history” of travelling, niche markets are getting more interest in
China. Themed tours, sport tours, prestigious activities like cruise-shipping, wine-
tasting etc. will grow further in the coming years. But things have to be done the
Chinese way: A little playing and a training session with a famous golf player as a
photo opportunity will probably meet the demand of most Chinese tourists better
than a golf tour which includes full days at the golf course. Up-market holiday
homes in Europe can be offered to Chinese customers with a higher level of so-
phistication who want to distinguish themselves from the “10 countries in 12
days” coach travel groups if the place comes with a nice story about celebrities or
historical persons who stayed in the house before and if the stay will offer enough
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activities and events. The affluent Chinese will not stop travelling internationally,
even if the Chinese economy slows down, as it is bound to do sooner or later, as
international experience through travelling and conspicuous consumption while
travelling is an investment into one’s own cultural and social capital and not just a
matter of personal relaxation and enjoyment.

JT: The Internet is changing the way the whole world communicates. For compa-
nies looking to engage consumers in China, where the Internet plays such an im-
portant societal role, it is important to recognize the paradigm shift taking place
today. We are seeing a shift in the communications approach of brands from push-
ing things out, towards enticing consumers to put things into their brand to create
a fully interactive and mutually rewarding relationship. Companies certainly have
the tools to begin learning about what consumers want and need. As social media
continues to gain popularity, the reach of Internet word of mouth will only con-
tinue. It will fall on companies to have a pulse on current trends in order to engage
consumers. The key is listening to consumers’ Internet word of mouth, figuring
out what they want and then creating campaigns that really connect to them. The
buzz will naturally follow after that. While experts agree that the online environ-
ment is one that should be engaged within the proper context, as part of a broader
communications strategy, there is no denying that the Internet has empowered
consumers in China. Although there is certainly some criticism of companies and
products online, there remains a massive opportunity to harness the passion that
Chinese netizens have for particular tourism companies, brands or products.

But when international companies consider taking part in the conversation in
China, creating relevancy is critical and easier said than done. Translating a web-
site from English to Chinese will most times not result in successes. First, making
sure that the content itself is relevant — Chinese people are looking for different
information than German or French travellers when making decisions, then mak-
ing sure that the content is written for the Chinese web and optimized for Chinese
search engines. This also holds true when writing engaging content for Chinese
micro-blogs and social networks. Being relevant and engaging is important for any
market that a company wishes to market to, but in China it is even more impor-
tant, as Chinese tourists judge relevancy how they may be respected and treated by
a foreign destination or brand.

WGA: The world of Chinese outbound tourism and of Social Media tourism mar-
keting in China is changing fast, that’s why we chose the form of a dialogue in-
stead of a traditional academic paper and that’s why instead of a bibliography we
just point out our joint website which will continue to contain current information
on both subjects and which was officially started during the ITB Berlin Congress
2010: www.chinatraveltrends.com.



Tourism Tackles Poverty — A Case Study
on Africa

Ralph Kadel, Mirjam R&dl, and Thomas Wollenzien

1 Introduction

Global tourism has risen significantly over the last ten years. This trend has been
particularly conspicuous in Africa. The annual increase in the number of interna-
tional tourist arrivals here was seven per cent, twice as high as in the popular
travel regions of Europe and North America. In absolute numbers, arrivals in Af-
rica tripled over the past decade and quadrupled in Sub-Saharan Africa alone.
Even in 2009, when the entire industry was suffering and declining in all other re-
gions of the world, tourist numbers in Africa rose by five per cent. This shows the
potential which Africa holds as a tourism destination and that it is becoming in-
creasingly popular with long-distance travellers.'

The African continent has a great diversity of natural environments, political
systems and cultures, and this diversity can even be found within individual coun-
tries. The levels of poverty and development also differ greatly. Accordingly, tour-
ism is a long-established industry in many North African countries while in many
Sub-Saharan African countries it is still in its infancy.

Around half the people of Sub-Saharan Africa live in absolute poverty, mean-
ing they survive on less than one US dollar per person per day. More than 35 per
cent of the population suffers from extreme hunger. The projects and programmes
which KfW Entwicklungsbank supports on behalf of the Federal Ministry for
Economic Cooperation and Development (BMZ) are targeted at a diversity of sec-
tors and in this way create the prerequisites for improving the situation. Areas in
which KfW Entwicklungsbank is particularly active include economic develop-
ment, access to clean drinking water, education, healthcare and sustainable use of
natural resources. Many African states have made great progress in their eco-
nomic, social and political development and have evolved into stable democratic
societies. They have thus created the basis for economic development and
achieved great progress in reducing poverty.

The expansion of the tourism industry creates jobs by promoting local crafts,
the tour guide profession, traditional art and music, farming, retail, transport,

' Figures taken from the reports “Tourism Highlights 2009 Edition” and “Tourism 2020

Vision” of UNWTO (UN World Travel Organisation).
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communications and other sectors, thereby generating income and more prosperity
for the population. Such advances often occur even in remote regions where pov-
erty is particularly rampant. Many African countries therefore are promoting tour-
ism as a high-turnover industry. This trend must be managed carefully in the inter-
est of poverty reduction, however, in order to enhance the positive economic ef-
fects it has and to mitigate any risks.

2  Tourism in Developing Countries

2.1 German Financial Cooperation and Tourism

Unlike the promotion of agriculture, tourism does not represent a priority area in
its own right within Germany’s cooperation with developing countries. Neverthe-
less, the nature conservation projects supported by KfW in particular have a direct
connection to tourism, and measures implemented in this field comprise elements
such as the creation of tourism plans, the involvement of the private sector and the
installation of adapted infrastructure in parts of conservation areas.

Furthermore, tourism requires enabling conditions such as a functioning trans-
port infrastructure, electricity and water supply and modern, liberal legislation on
nature conservation. Projects supported by KfW which promote these areas bene-
fit the development of tourism indirectly.

Two projects that were implemented as part of KfW’s priority area of “eco-
nomic infrastructure” are the Trans Caprivi Highway, which was upgraded and
expanded under an extensive road rehabilitation programme in Namibia, and the
Zambezi Bridge which links Namibia with Zambia. Originally intended to im-
prove logistics, these two infrastructure projects also greatly improve access to the
Caprivi region and to the national parks. Particularly for the cross-border
Kavango-Zambezi Transfrontier Conservation Area, or KAZA TFCA, these pro-
jects are of great importance because they make travel logistics much easier.

2.2 The Responsibility of the Industrialised Countries

Not only the rainforests of Congo and the Amazon region, which hold great biodi-
versity, but also the vast brushlands and grasslands of Africa are global public
goods as their destruction would affect the global climate. Conserving these natu-
ral riches is therefore not only a task of the developing countries, which hardly
have the necessary financial resources, but also a responsibility of the industrial-
ised nations. One way in which the industrialised countries can fulfil this respon-
sibility is by supporting the partner countries in establishing and managing nature
conservation areas. Such support, however, must not absolve the developing coun-
tries from their own responsibility to practise pro-poor nature conservation. The
governments of the development cooperation partner countries must create appro-
priate legal frameworks that enable the population to benefit from the returns gen-
erated by nature conservation. Namibia has pointed the way by enacting modern
nature conservation legislation, other nations should follow. Development coop-
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eration can play an important role in promoting a South-South knowledge transfer
of this kind. Involving the private sector is pivotal as enterprises are responsible
for the ways in which natural resources are extracted and converted and how the
final products are used. It is their responsibility to use resources and products sus-
tainably and to accurately assess their impacts on society and the environment.

2.3 The Potential and Risks of Tourism

As a rule of thumb, one job is created for every eight tourists in southern Africa.
As mentioned earlier, after an increase in the number of international tourist arri-
vals even in the year of the financial crisis, Africa can expect average growth of 5
to 6 per cent over the next ten years; this would translate into some 49 million
travellers entering Sub-Saharan Africa by the year 2020. If tourism evolves in ac-
cordance with WTO expectations, over the next ten years the industry will create
an average of some 225,000 additional jobs every year in Sub-Saharan Africa.
This will enable substantial improvements in the people’s living conditions.

However, the tourism business also harbours ecological and social risks. Tour-
ism development that disregards nature, the environment and the population is
widespread on our planet. Landscapes are devastated by construction and whole
forests are cut down to make way for resorts. This destroys the habitat of flora and
fauna and reduces biodiversity. In addition, the increased demand for energy and
water in tourist areas puts greater pressure on resources. Particularly in water-
strained regions such as Africa, the demand often cannot be met without harvest-
ing additional supplies from remote sources or extracting water from rivers and
damned lakes, causing the groundwater table to decline. Improper disposal of solid
waste and sewage can also pose problems. The local population is often exposed and
vulnerable to these risks. Investments by German Development Cooperation there-
fore are always preceded by studies on the ecological and social consequences of the
investment, and risk-mitigating measures are part of project design. Other risks are
posed by unexpected, sharp declines in demand due to natural disasters or political
conditions, which may result in a sudden collapse in revenues.

3  Tourism Development in Africa

3.1  Tourism and Nature Protection

Transboundary Nature Conservation Areas

In German Development Cooperation with Southern Africa, regional and trans-
boundary initiatives are playing an increasingly important role. Measures that take
advantage of synergies between national and transnational activities are receiving
special attention. They have the potential to support peaceful development while
strengthening regional institutions such as the Secretariat of the Southern African
Development Community (SADC). Transboundary conservation areas fundamen-
tally have the same nature protection function as other natural parks with the ex-
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ception that they overcome the fragmentation of ecologically connected habitats
caused by border fences and re-establish adequate territories for the migration
movements of animals. Among other benefits, such areas remove excessive pres-
sure from parks with an overpopulation of wildlife species. The African organisa-
tion Peace Parks Foundation aims to support the governments of the countries of
Sub-Saharan African countries in establishing transboundary conservation parks.
On behalf of the Federal Ministry for Economic Cooperation and Development
(BMZ), KfW is financing two projects, the Greater Limpopo National Park be-
tween South Africa, Mozambique and Zimbabwe and the Kavango-Zambezi
Transfrontier Conservation Area (KAZA).

Case Study KAZA
Kavango-Zambezi Transfrontier Conservation Area (KAZA)

A particularly interesting initiative in southern Africa is the cooperation be-
tween Angola, Botswana, Namibia, Zambia and Zimbabwe aimed at trans-
boundary economic development through the systematic valorisation of the ex-
traordinary natural resources of the Kavango-Zambezi region.

The KAZA region (an area of 278,000 km? in the frontier region between
Angola, Botswana, Namibia, Zambia and Zimbabwe) is one of the most inter-
esting natural habitats of Africa. It combines border regions of diverse potential
and levels of development, where integrated development planning and con-
certed measures can achieve significantly higher economic output (in regions
that are among the economically most marginal of the participating states). The
concerted promotion of tourism in close cooperation with the population and
the private sector is to be a central approach to this development.

The existing tourism magnets such as the Victoria Falls in Zambia and Zim-
babwe and the Okavango Delta in Botswana border on regions which are fa-
mous for their spectacular wilderness, such as Zambia and Angola, and to-
gether with Namibia’s Etosha Pan they form a magic triangle of exceptional
natural beauty. Because of lack of infrastructure and/or previous armed con-
flicts, however, these regions were previously excluded from any significant
economic development.

In supporting the KAZA countries on behalf of the BMZ, German Financial
Cooperation through KfW will focus on overcoming international barriers (in-
cluding measures to remove veterinary fences and coordinated land use plan-
ning in order to enable migrations of large herds of wildlife, among other out-
comes) and to facilitate freedom of travel for tourists (transport links, entry
formalities etc). Great potential exists for the private sector to invest in this
field. Existing private initiatives such as conservancies (nature conservation
practised by farmers and villagers) and national as well as international tourism
companies which pursue the goal of marketing both the natural environment
and the unique fauna are to be integrated into the KAZA project.
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Conservancies and Other Forms of Target Group Participation

The establishment of transboundary conservation areas and the simultaneous pro-
motion of international tourism, however, are not necessarily sufficient to effec-
tively contribute to reducing rural poverty. A link must be successfully created be-
tween those who must ensure that the natural environment in which they live is
preserved and those who utilise it temporarily for the purpose of tourism. In other
words, the local population and the private sector must work together construc-
tively. A good example of how this can work is Namibia’s conservancies.

Conservancies are tracts of land designated for wildlife which are under commu-
nal management. They were developed under the programme “Community Based
Natural Resource Management” (CBNRM) in Namibia to stop the decline in popu-
lations of wildlife, such as elephants and rhinoceroses, which was observed in some
areas. This was enabled by modernised legislation empowering the population to
generate their own income from the sustainable management of wildlife numbers.
At the end of 2008, Namibia had 53 registered conservancies with a total area of
12.2 million hectares. This represents just under 15 per cent of the national territory.
The conservancies are home to 223,920 people who benefit from their success.

The concept of conservancies is to transfer to the communities the full respon-
sibility for their land and for the animals living there. The local people have dis-
cretion in the management of wildlife numbers for their own food and for income
through the sale of game or trophy hunting. The same principle applies to the for-
ests with their timber and non-timber extractive products such as medicinal plants.

Wildlife numbers have been recovering and local incomes have been increasing
for years, which shows that the concept is working.

What is important for the conservancies is the existence of national parks in the
vicinity, as core protection areas provide wildlife with a refuge from hunters
where their numbers can increase. A further important component of this concept
is the conclusion of fair management agreements for communal lands between
tourism companies such as lodge and camp operators and the conservancies. This
protects jobs, secures basic incomes for the villagers and ensures peaceful coexis-
tence between tourists, the local population and the wildlife in these areas.

Additional Income for the Population Through the Creation of
Conservancies

Income sources of conservancies include tourism, trophy hunting, game hunt-
ing for own use or sale of meat, sale of handmade crafts articles or products
made from wildlife, etc.

Tourism has accounted for roughly 52 per cent of overall income, while 38
per cent of income was achieved from wildlife utilisation. This includes trophy
hunting, own use hunting and shoot-and-sell.
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Fig. 1. Income sources of conservancies

Source: Namibia’s communal conservancies — a review of progress 2008

The total income of all conservancies in Namibia increased from NAD 600,000
in 1998 to more than NAD 32 million in 2008. A distinction is made between
monetary income achieved through rental or sales, for example, and material
income such as hunting for individual consumption.
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3.2 Impacts, Outlook, Conclusion

The above examples illustrate that appropriately designed tourism development
can have positive poverty reduction impacts. As tourism by definition cannot be
exported, the final product in the value creation chain thus must be consumed lo-
cally and any refinement has to be made locally as well, tourism creates income
and employment in the target countries. Nature conservation projects that are ori-
entated towards reducing poverty and extend beyond the limits of national parks
can make an important contribution to utilising the immense natural potential of
Africa for pro-poor development that benefits the local people.

4 Outlook

According to estimates of the WTO, the tourism industry will recover as early as
2010 and tourist numbers will increase again around the world. Having weathered
the year of the financial crisis with a growth in tourism, Africa expects to wel-
come an average of 5 to 6 per cent more tourists annually over the next ten years,
which means some 49 million tourists would visit Sub-Saharan Africa by the year
2020. The planned and ongoing projects such as KAZA and Limpopo will cer-
tainly be target destinations for many tourists. The 2010 FIFA World Cup held in
South Africa also drew additional tourists to the continent.

5 Conclusion

The poverty reduction impact of tourism must not be underestimated. Sustainable,
environmentally sound development is important to achieve sustained benefits. If
nature and the environment are destroyed instead of protected for the sake of tour-
ism development, the destination becomes less attractive and tourists stay away.
Effective promotion of tourism reduces poverty if it involves the target groups and
follows a pro-poor approach — a strategy that can mitigate risks, which should also
be taken into account by private developers. The local people will then benefit and
reap rewards as well, and they will also have opportunities for employment in this
industry. As a rule of thumb, one job is created for every eight tourists in southern
Africa. If tourism develops in accordance with WTO expectations, over the next
ten years the industry will create an average of some 225,000 additional jobs every
year in Sub-Saharan Africa. This can be a major source of improvement for the
living conditions of the local population.



162 Ralph Kadel, Mirjam R&dl, and Thomas Wollenzien

References

United Nations World Tourism Organisation: Tourism Highlights, 2009 and Tourism 2020
Vision (2009)

NASCO (Namibian Association of CBRN Support Organisations): Namibia’s communal
conservancies — a review of progress (2008)



Marketing Management in Global
Tourism: Identifying New Opportunities






The Individualization of Travel —
Customer Management via Website, Mobile
and Social Media

Thomas Helbing

The travel market and its package offers prove difficult for the highly individual-
ized needs of its customers. The Internet can be very helpful in overcoming this
dilemma. However, it is not machine intelligence or beautiful homepages that are
helpful, rather content which awakens the desire and the smart, direct contact with
the customers themselves.

Package travel, that’s over. Only very few customers still book their journey by
simply leafing through the catalogue of a renowned tour operator and picking a
dream destination at random — especially not the financially most attractive target
groups. Over 60 years of intensive, individual differentiation of people have left
their mark on travel. Today every traveller has individual preferences and desires
to fulfil as many personal interests as possible in his vacation.

Here in Germany, we have been living in an era of individualization since the
’50s. Before that the two World Wars and the accompanying ideology and mate-
rial deprivation had prevented this. It is only since the *50s that the necessary mix
of social preconditions has been in place for us Germans, making an intensive in-
dividualization possible:

e Enough free time

e Prosperity

e A wide range of free media

e Democracy including civil rights and liberties
o Free, open, (post-) modern society

e Free market economy

e High technical standard

The basic condition for the development of an individualistic social system is pri-
marily an individualistic culture. Here in Europe (and in America), the founda-
tions of this go back to the philosophers of ancient Greece, Plato, Socrates and
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others, and their notion of personal happiness. The Christian religion with its prin-
ciple of personal responsibility has also played an important role in the assertion
of an individualistic concept.

The breakthrough of individualism came with the Enlightenment along with all
of its social upheavals and technological innovations. Philosophers such as Kant,
Hegel and Nietzsche, scientists such as Darwin, state theorists like Thomas Jeffer-
son and economists like Adam Smith were, among many others, the intellectual
pioneers of individualism. Jean-Paul Sartre is deemed as a special philosopher of
individualism and one of the main drivers for the breakthrough of individualism
after the World Wars.

1 The Reality of Individualism

The root idea of individualism is that each person wants to be unique and distinctive.
To achieve this, he/she must continue to differentiate himself/herself until he/she
becomes an individual, a unicum, as it were. He/she does this by continually finding
new products and accessories, new fashions, new ideas, new behaviour patterns and
new belief systems. So far this is the ideal of an individualistic society.

The reality is somewhat different. First and foremost, man is a social being. He
constantly depends on the encouragement of a group. Thus today’s reality of the
individualistic society is a little different. The French sociologist Jean-Claude
Kaufmann (“The invention of the Ego”, UVK Publishing House) describes it in
the following way:

Every person needs input for his/her individual differentiation. He/she gets it
from everyday life, primarily from the media, and from his/her social environ-
ment, i.e. from friends and acquaintances. New ideas have to be exceptional
enough to distinguish oneself from others. However, these ideas should not be too
eccentric, as otherwise one might become socially isolated.

The acceptance of new individual preferences and behaviours must therefore
be tested continuously in the social environment in terms of its functionality and
above all, in terms of its social acceptance. Is the novelty (still) accepted or —
better yet — admired? Does it really make a difference? If so, then the novelty is
lived out and propagated (more) offensively. And the more people do it that
way, the more frequently it is taken up by others and thus it finds a growing
number of imitators.

Thus, this process never comes to an end. It goes on continuously, because, in
order to differentiate oneself effectively, one always needs to find new products
and behaviour patterns and integrate them into one’s everyday life (as described
above). As more people imitate one, the more new things are taken for granted and
the less one can thus distinguish oneself from the others. So the process starts over
and over again. Time and again, new impetuses are tested in terms of their appli-
cability and also for social acceptance and admiration.
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It is this process that takes place continuously when it comes to travelling. First,
one can always differentiate oneself by new destinations, new hotels and accom-
modation, but above all by the activities one undertakes — or at least plans to do
there. Today relaxation is no longer just frying in the sun, but it includes a huge
range of activities — from various sport activities and a myriad of hobbies, culture
and excursions to wellness, further education, and exuberant celebrations.

Sport activities alone range from water sports, thrill sports, tennis and golf, all
kinds of team sports to endurance activities by bike (racing bike, mountain bike
etc.), jogging, hiking, mountain climbing ... And additionally, the infinitely di-
verse range of cultural activities including all events and culinary options. An al-
most endless list could be set up here.

Especially on vacation the travel individualists want to experience all those
special interests and practices, especially the new ones, which they have not yet
done, or which they enjoy too rarely in their daily lives. And particularly on vaca-
tion they search for new ideas and new ways to become a bit more ‘individual’
again. Specifically, the vacation season (with a surplus of free time!) is the mo-
ment when the zeitgeist is followed particularly strongly and new things are tried
with the least risk.

2 Asymmetry Between Demand and Supply

The range of demands, which a highly individualized society claims from tour op-
erators, is just as huge. Their dilemma is that there is a distinct asymmetry be-
tween their offers and the requirements of the customers. On the one hand there is
an almost infinite variety on the demand side, and on the other hand there is only a
very narrow and limited range on the supply side. Tour operators usually buy air
and hotel capacities in certain (mostly time-tested) destinations and then try to sell
them successfully. A market situation, which actually allows package offers only.

Nowadays, however, tour operators must not offer any more standard products.
These times are over for good. Today one cannot simply put offers on the shelf —
aka homepage — and hope the customers will somehow get to this site. Offerings
must be creative, inspiring and tailored to the customers’ requirements.

A popular approach to get more customization in the range of services is the
module principle. The offers are divided into separately bookable building blocks
and enriched by additional tenders such as excursions, sports, events and gourmet
offerings. Such diversity can still be handled by the logistics of the tour operator,
but probably not more. True individualization would however go even further, es-
pecially in terms of new differentiation offers.

However, this dilemma cannot be resolved under given circumstances. The
demand side is likely to evolve much faster and more turbulently than the supply
side can ever respond. A very successful hotel owner I know quite well, who spe-
cializes in high-end recreation facilities and has thereby forced the individualiza-
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tion extremely far, moans again and again that his guests ask for more new, inno-
vative offerings each year than the wellness market can possibly bear.

The only chance tour operators have, is to collect qualified and extensive in-
formation about special offers suitable for the individualization market and then
make it accessible in (preferably) intelligent systems, i. e. data bases.

Such specific information needs to go further than that which the leading pro-
viders of customer reviews of hotels and catering facilities like TripAdvisor or
Holiday Check can currently offer. It must have a content quality, which describes
the individual hotel and resort offers not only in a sufficiently informative, but
also in a preferably emotional way.

After all, the vast majority of individualists are not always aware which indi-
vidual deals they could wish for, especially when it comes to the market of com-
pletely new differentiation offerings. Who cannot imagine how much fun it can be
to join in a street festival in a small Italian town, but of course will never go there?
So we need to have such offers described by excellent writers in a highly emo-
tional way.

The most innovative and creative provider in this respect is aviator.com. It pro-
vides special events and guided tours for all attractive cities worldwide, which are
clearly tailored to the travellers’ interests (mainly from the U.S.) and are partly
designed in a very creative way. For each of these deals there is editorial content
worth reading and a lot of participant comments, even critical ones. Such addi-
tional services are really attractive, but also hard to elaborate and to describe.

3 Beyond the Homepage

The main problem is to render individual offers and the information about them
accessible to the correct target persons. The central principle must be to bring
relevant information at the right time to the right people. This does not solve the
dilemma of the asymmetry between sellers and potential travellers, but at least it
eases it significantly.

In order to bring the right travel ideas to the right people, even an elaborately
designed website is of no use anymore. Marketing directors, who still rely on the
re-launch of a trendy website to increase sales, are making a fundamental mistake.
On well-functioning sites half to two thirds of the traffic is not on the actual
homepage, but is distributed on the various sub-sites or specific offers. Now this is
real individualization, when users are guided directly to a site that interests them.
Particularly the rapidly increasing traffic of tips via Facebook and Twitter hardly
ever goes to a homepage, but links deeply to specific travel ideas.

Therefore, nowadays it makes no sense to only prettify the homepage. Each site
of a web presence, until deep down into the different levels, must have the quality
of a homepage — both in terms of the functions and in terms of the (successful!)
graphic design.
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And very important: With a good tracking system one must always closely
monitor and analyze where traffic comes from, where it goes and where it leaves
the site. Only in this way can one respond flexibly to the individual needs of users
and organize an effective “next best action marketing”. Which issue is placed
where at what time?

Also important are all actions beyond the own web presence. With an individu-
alized audience one should by all means aim at specific spots where potential tar-
get groups linger. The most appropriate means for this is a system of satellites,
which acts directly where the interesting clientele resides, where the recommenda-
tion rate is high — and where there is appropriate and inspiring content.

4 Relevance, Relevance, Relevance ...

But how does relevant information come at the right time to the relevant audience?
Can this be solved by means of database intelligence? It is telling that despite all
rumours, the largest specialist in information processing, Google, has created no
special solution (such as Google Travel) for the lucrative travel market to this date.

The variety of individual needs for the most diverse destinations around the
world compared with the vast number of possible offers — and multiplied by the
time factor — make the truly meaningful communication of relevant content to in-
terested receivers seem almost impossible. Anyone who has ever tried to plan his
trip using Google is aware of the limitations of this method.

Eventually every Amazon customer experiences the limitations of machine intel-
ligence, no matter how hard he/she communicates his preferences to Amazon. But
the leading online retailer with its highly acclaimed recommendation software is not
even able to point to new CDs from bands, of which one has bought the entire cata-
logue (via Amazon). And the more diverse the items on one’s Amazon shopping list
are, including for example also gifts for one’s mother-in-law, the more ridiculous the
purchase recommendations can get. To this date machine intelligence has not been
capable to take the emotional side of our desires into account at all.

Amazon’s collaborative filters work even better. The recommendations, which
are determined by the purchasing behaviour of other users, have a very high hit
rate — Amazon is making no less than 35 percent of its sales with their help. Just as
James Surowiecki explained in his book “The Wisdom of Crowds” (C. Bertels-
mann Publishing House), the wisdom of the masses and the results of crowdsourc-
ing are always more effective than any search algorithm.

Particularly in the travel market, this will remain as it is for the foreseeable future.
This is not only due to the sheer data volume of possible travel destinations and offer
components, but also because the recommendations by friends or acquaintances, as
described in the individualization model of Jean-Claude Kaufmann, are a welcome
input for new ideas, whose social acceptance is thus reassured.

This is how it works in real life: A friend of mine raves on Facebook about a
hotel in South Tyrol, its facilities, its location and its service — and he has also up-
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loaded a nice picture of the house and the surrounding area. This way I can decide
very easily whether this is something for me as well. After all, I know this friend
quite well and I value his preferences, taste and travel competence. The relevant
information (service, location, etc.) is given and the photo has provided the neces-
sary emotional appeal.

So I saved the hotel as an option for an upcoming weekend getaway. And be-
cause | was urgently in need of a short vacation at the time, I went there the fol-
lowing weekend — this is how it actually happened a few weeks ago. No wonder:

e The proposal was new.

e It was socially relevant.

e The information was relevant.

e The photos were emotionally charged.

e The timing was relevant.

A perfect mix.

5 Recommendations by the Social Environment

The idea that friends and the social environment may be the most successful pro-
moters of destinations, hotels and all other travel-related customization options in
the future, will not please all tour operators. The possibility of effective (exertion
of) influence by the provider is no longer given.

Notably the manipulation paradigm, which had been common in advertising so
far, does not take effect any more. Instead, interesting information and additional
emotionalizing gimmicks such as photos and videos are in demand. Above all,
however, performance and service have to be right. Only then can we hope to get
positive customer reviews, and possibly get recommended in the various social
media platforms (as in the example above).

So why not focus on the world of travel recommendations from the start instead
of implementing expensive advertising campaigns, which are not really effective
anymore — especially not with a younger audience? For this, the full integration in
various social media platforms (first and foremost Facebook, but in Germany also
StudiVZ & Co) is recommended. A separate site on Facebook is as inevitable as
targeted advertising and suitable public relations activities on Facebook.

In general, it is vital to be present on all social network platforms, including
blogs, forums and consumer platforms, as well as all travel platforms. In order to be
successful there, a professional monitoring system of this complex network of
(travel) sites is essential — and a truly competent and market-driven analysis of the
data. Only on the basis of accurate data and a good user analysis can “next best ac-
tion marketing” be effectively implemented in the environment of social media, too.
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6  Modular System Is Looking for Content

Finally, it is about placing one’s tourist offers in the context of qualitative and
specialized travel content in the best possible way and using it intelligently as a
“piggyback vehicle”. The main thing is that the content is truly inspirational. As
the successful implementation of content for Apple’s iPad (as a pioneer for a
whole generation of new reading devices) shows, stories are told as a cluster with
different levels of content of various kinds (text, photo, video, audio) and at the
same time e-commerce options are integrated consistently. One can therefore buy
products (of course also from travel operators who deal with the story’s topics)
directly from the stories, or at least save them in a wish list.

This has nothing to do with the rather goopy PR mechanism of yore, but is an
integrated part of the content now. E-commerce integration is offered as a logical
and natural service, in most cases even by different vendors. The same will be
taken for granted when it comes to future generations of interactive TV screens
and mobile applications for smart phones. It might be the logical consequence of
the digital integration of content and services — and it will not just help to reduce
the problems of content producers to some extent by introducing commissions
(paid content etc.).

For tour operators, the task of the future will be to prepare accurately tailored
offers for all sorts of content topics in the form of super simple e-commerce solu-
tions. And this will not only apply to the content of commercial providers, but also
for special issues on blogs — and to tips and recommendations in social networks.
Such content can be understood as a kind of microcontent, in which one can either
integrate or place one’s e-commerce offerings, as in content snippets and short
messages to smartphones.

One should not, however, think of this as — sugar-coated! — advertising as it
used to be. The content will remain untouched. As in the above example, it gives
the information, and/or provides emotionalisation. But rather than searching for
the specific hotel and its booking options and contacting it as in the case described
above, the hotel’s contact is integrated automatically, including the special offers,
and perhaps also personalized additional offers. After all, Facebook knows exactly
what sports I do, what kind of music I love or what hobbies I have. So, appropriate
events in one’s region might be offered as well.

7 Direct Customer Contact

The future of individualized journeys thus combines the knowledge and sensitivity
of social communities with the knowledge about personal preferences. It is real
people who make contact with the customer, and they are also the ones who cater
for relevance and emotional appeal. The individual aspect can be optimized by
machine intelligence. But the latter ensures above all the integration of an ex-
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tremely easy-to-use e-commerce application (one-click = convenience) in a per-
fectly matching content and microcontent environment.

In doing so, it is very important to build a reliable, close contact with your cus-
tomer, which must be characterized by respect towards him/her. Therefore, the
sale of customer addresses is prohibited, just like imposing mediocre products to
loyal customers. And of course it goes without saying that the site and all e-
commerce applications are extremely easy to handle.

When I claim this, I must also live up to it myself. Finally, the most important
landmarks for dealing with individualized customers in a nutshell:

e No standard products

e Creative preparation of the product range

¢ No fixation on a trendy homepage

e Pick up customers by intelligent web environments
e Smart next best action marketing

e Accurate tracking and monitoring

Good luck!



Public Relations in the Tourism Industry:
Obsolete Instrument Due to Blogs,
Facebook & Co.?

Thomas C. Wilde

They seem to be in a never-ending free fall: every month, in an almost dramatic
way, the traditional print media in Germany and nearly every western industrial
nation are losing circulation and, most of all, influence on their readers. Over dec-
ades, the consumers in the country of the world travel champions have learned,
lived and loved the traditional media — this attitude is changing. With an unprece-
dented consistency, consumers are turning away from the print media, leaving
front row seats to Facebook, YouTube and other social networks. New forms of
communication are infiltrating areas to which nobody had access before and are
becoming a part of our everyday life, replacing daily newspapers and magazines.
The challenge for the travel industry is that only news and messages with an ex-
plicit access authorisation are admitted to this intimate zone. The reshuffled cards
in the world of information confront an industry which has not yet shown a par-
ticular willingness to innovate with one of the most urgent questions ever: how
can we reach the customers of today — and especially the customers of tomorrow —
when the old media cannot address them anymore and readers trust recommenda-
tions on the internet more than their newspaper? In 2010, it will not take a lot of
foresight or even courage to predict reliably who will win the race, online or print
media. When it comes to the purchase decision for a vacation, the prize of infor-
mation superiority goes extensively to the electronic media on the internet already
today. However, we still do not know how long this process of change will take.
How much longer can the industry rely on the “young seniors” and their familiar
consumer behaviour? What course needs to be set today to win the consumer’s
favour in order to be successful tomorrow? Where in the web do dangers lurk? In
times when journalism becomes “partially weaker”, as the German journalist Peter
Vobf stated, public relations is facing numerous new tasks. It is true that PR ex-
perts will have to reposition themselves to persist in the altered marketing mix.
One thing is beyond question: the new democratic form of communication in
every direction is a one-way street — there is definitely no going back to the old
rules of the game!
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Serious declines in the amount of advertising during the economic and financial
crisis, combined with free news and information, result in a dwindling bond be-
tween publishers and their mostly younger readers, as well as in a flagging confi-
dence in the power of their traditional printed publications. All of this has already
had its impact on the publishers’ balance sheets. In 2009, the sales of German
daily newspapers alone declined by 700 million Euro into the red. For the first
time, newspapers generated more income with the distribution of their media than
with their conventional advertising business. However, it is not only the dealing
with the mostly freely accessible flood of information on the World Wide Web
and the transparency for everyone and everything that make the customer so un-
predictable and noticeably more difficult for the tourism industry. It is also the
product “travel” itself and the customer’s attitude towards the consumer good “va-
cation”. The “most beautiful time of the year” has already become a mass product
in this country and the holidaymaker has become a responsible and self-confident
customer who knows exactly how to inform themselves single-handedly and who
more and more prefers to rely on subjective recommendations from unknown
“friends” than on the reporting of the media or even conventional advertisements.

Marketing and PR strategists are alarmed and begin to search frantically for
new solutions in the realm of Facebook, YouTube and search engines with user
reviews. After a phase of complete resignation, publishing companies are celebrat-
ing Apple’s iPad as a saviour which can tap sources of revenue again that they had
given up on permanently. But wherever there are winners, there are losers as well.
In a time when the old media is still on par with the internet, the first victim has
already been detected. Traditional travel journalists and especially freelance travel
journalists threaten to fall by the wayside. In the battle about whose opinion has
more value, the journalist has conceded victory to the wealth of information on the
internet. There is no doubt: the monopoly on knowledge about holidays is cer-
tainly no longer in the hands of the well-travelled and worldly journalist, but in the
data sets of Google. When it comes to planning a travel, the reader relies rather on
the mouse click than on the research in newspapers and magazines. What may
seem like a prophecy of doom will certainly come true: the profession of a travel
journalist is on the brink of extinction. During the painful and inconvenient proc-
ess of change, only few publishing houses can afford the luxury of a well-staffed
editorial team for travel. Currently on the sunny side are social networks — with
Facebook at the top — as well as referral marketing with the many unknown
“friends” on the web and direct marketing. The old media in its position as a filter,
which is quite a positive quality, is left with nothing. Journalists lose their function
as “gatekeepers” and can only at best participate in the process of communication.
The media’s monopoly was yesterday.

All this is new ground for the travel industry which has to deal with customers
who are already used to complete transparency and who can and want to access all
relevant information with one mouse click. For the baby boomer generation and
their children, planning a travel in the 21st century has woefully little to do with
the fascination of planning and realising a travel in the 1970s or 80s. And it was so
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easy — in retrospect. A dream for every product PR: print media and public rela-
tions in cooperation with old media were still both able to inspire and inform cus-
tomers and, at best, induce them to book a holiday.

And today? Travelling in the country of the world travel champions is mastered
from A to Z. Holidays are an integral part of our lifestyle. Going on holiday is
considered to be almost crisis resistant. Even the economic and financial crisis
could not keep the Germans from packing their suitcases. Going on holiday means
travelling, going away on a journey and being mobile. Long-distance travels are
no longer a privilege for only a few, but by their structure an organised mass
event. Neither can travel wishes and travel behaviour be compared to what was
asked for 20 or 30 years ago, as is well known. Globetrotting on one’s own for
several months, probably without a job-oriented motive? Moving into unknown
territories with a backpack? Where are the paths off the beaten tourist tracks in
2010? Are there still places left to discover? Places apart from war and terror-
ridden regions? Who still gathers information in guides written for globetrotters
by globetrotters?

“The journey is the destination” turns into “the price sets the direction”. Pack-
age holidays on the bargain counter in discount supermarkets or low-cost flights to
European metropolis for only 19 Euro have permanently changed the value of the
product “travel” and ultimately damaged it. The general public books whatever is
inexpensive and what is recommended on the internet by user reviews and on travel
and hotel sites as well as on social networks. Access to the World Wide Web is a
daily routine for everyone and as natural as talking on the phone. In the summer of
2010, 72 per cent of all Germans were already online. The proportion of internet
users in Germany lies at three quarters of the population above 14 years of age and
will reach the threshold of 75 per cent in 2011. Many from the industry take com-
fort in the fact that only every second person in the age group over 50 is online.

Are social networks the travel industry’s answer to the crucial question of how
to reach the customer? Certainly not, or at least only to a limited extent. Figures
from this year’s summer showed that Facebook was clearly number one among
the social networks in Germany with 16 million unique visitors, but “wer-kennt-
wen.de”, a popular German social networking site, already fell by 10 per cent to
5.60 million visitors. “SchiilerVZ” and “StudiVZ” — two other German networks —
and My Space lost visitors as well.

Anyone who believes they could instantly get rid of their product to the cus-
tomer via social networking sites is profoundly mistaken. Certainly, some can
show decent results from time to time, but the way to the customer starts with
building a network. It is a rocky road, takes up a lot of time and does not guaran-
tee success. A regional tourism organisation in Austria, for example, has a Face-
book page called “Tracht/Dirndl/Lederhose”. In less than one year, more than
40,000 fans have registered and now eagerly exchange information. Tourism pro-
motion and PR on the website with which you can reach thousands of users? Yes,
but in and about every region in which people wear a “Tracht”, a traditional na-
tional costume in German speaking countries. The initiator keeps very much in the
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background and knows exactly why: the user cannot be fooled and strikes back if
it comes to the worst.

Since 2009, United Airlines has had to learn what dangers are lurking in the
internet. Canadian musicians whose guitar broke due to the airlines inadvertence
on a flight in 2008 went public with their complaint in the form of a video, using
the video-sharing website YouTube. The until then rather unknown band became a
great success through their viral distribution of their complaint. Until the summer
of 2010, more than 8 million users watched the video in which United’s customer
service is picked into pieces. Even after months and several vain attempts to lift
the spirits with their own videos, passengers still blow off their steam and sneer at
the airline.

The positive effects of platforms like YouTube can backfire not only on the
world’s largest airline. Hoteliers discovered the power of portals with user reviews
long ago. Recent studies have shown that already more than 65 per cent of all
guests who book their hotel online look at the rating and make it their essential
decision criterion. Good for those who have good ratings on the internet.

Nowhere else do boon and bane lie closer together. Facebook and the like are
without doubt one of the significant keys for successful communication with the
customer of tomorrow. However, these platforms do not follow journalistic prin-
ciples. Objectivity and balanced coverage do not apply here.

Public relations is facing a new challenge and additional responsibilities. Not
only does it shape the process of communication with the media on behalf of the
client, it is also essentially involved in the direct dialogue with the customer. The
new media is everything but predictable or even fair. Positive and likewise nega-
tive messages circulate uncontrolledly at a breathtaking speed — even around the
globe. The new rules of the game leave no room for the right of reply in online
media. The web never sleeps. It requires vigilance twenty-four-seven and it is om-
nipresent. The internet no longer depends on a computer. It has become mobile
and accompanies us on the iPad and smartphones.

Where is the journey headed? PR can learn from direct marketing. Here, com-
munication channels built by businesses for the dialogue with customers become
distribution channels. Other industries show how to do it: businesses solicit brand
ambassadors online and design new products in a direct exchange with their cus-
tomers. The customers themselves become a part of the marketing organisation.
What about the social networks? Obviously, there is no general agreement about
how fast and important the communication with the new parameters will be. In a
survey in July of 2010, 75 per cent of 380 interviewed PR-experts stated that so-
cial media can no longer be ignored and that it plays an important role in profes-
sional communication. Most of the interviewees also assume that businesses will
increase their budgets for this sector significantly by 5 to 20 per cent in 2011. In
the summer of 2010, in a similar survey among executives, one third of all inter-
viewed persons agreed that social media will not play an important role in corpo-
rate communication before 20 years. The reason for this is that only then the so
called digital natives will dominate our society.
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Until then the profession of the traditional travel journalist will hardly survive.
However, many have not yet heard that the rules of the game are thoroughly chang-
ing. In March 2010, at the first ITB Media Summit on the topic of “How we obtain
information in the future — are blogs, Facebook & other social media replacing travel
publications?*, the conference room was filled with more than 300 participants —
mostly from the field of PR and marketing. But only a handful of journalists were
present, although there was no lack of reporters who dedicate themselves to travel
journalism. Altogether, 7,200 journalists from almost 90 countries were accredited
at the world’s largest trade show of the global travel industry.






Luxury Tourism — Does This Market Segment
Still Work?

Klaus-Dieter Koch

1 The Concept of Luxury Is Set to Get a Makeover

The changing face of luxury holds the power to turn classic luxury brands into
losers. A fear of dramatic loss of importance seems to be looming over these
brands. The quality of life and connoisseurship on offer decides the winning
brands, for even in today’s world, luxury has an immaterial character for 2/3 of the
population. It’s a daily affair and is not meant for the “exhibition” of rather super-
ficial status symbols, but instead focuses on self-realisation. Alas, this segment
laments the dearth of strong, established brands.

1.1 The World Is Changing, the Values Are Changing, but Is Luxury
Changing with It?

The world around us is changing. Thanks to the demographic transition and medical
progress, old no longer means old. Globalization is constantly giving rise to new
economic and personal perspectives. In the working world, the change will create a
knowledge society with all its pros and cons (elite formation, polarisation of the so-
ciety) and guiding principles will become increasingly important. The growing envi-
ronmental consciousness will forever change the standards that were hitherto preva-
lent — even if the entire automobile industry is trying with all its might to recreate the
conditions that reigned before the crisis. Finally, dramatic events such as 9/11 that
shook the world or the current worldwide crisis affecting properties, finances and
economies in general will have a lasting and continuing influence on consumer be-
haviour, but most importantly on the values shaping the change.

What do these changes imply for the present and the future as far as the man-
agement of luxury brands in the tourism industry is concerned? Precisely in the
luxury segment, where the immaterial value sometimes exceeds the material value
of a product or a service by far, brands must always be managed in resonance with
the surrounding social value structure. Only that lends them the added value that
the brand owner needs to achieve his luxury price premium. Escada, the only
German luxury fashion label, is an example of what happens, when the values that
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represent the brand no longer fit in the social context or have simply missed the
value change process.

The social resonance on the values of a luxury brand decides the ex-
tent of its added value.

While these social value structures keep changing, do the luxury brands keep up
with the change?

Car, house and jewellery/watches — that’s what formed the archetypal luxury-
trilogy. They were the classic luxury status symbols. Today however, it is travel,
time/leisure time and health that have made it to the top-rankings. Brands that
cannot or do not wish to flow along with the slowly but steadily changing process,
or simply sleep through the process and wake up too late, will realise that they are
lagging far behind in the development and might not be able to catch up with it.

If the customer has to ask for it or if he does not make a purchase,
because he did not find what he was looking for, then it is too late to
change it back.

1.2 What Are the New Luxury Segments?

In a study, we interviewed 900 well-to-do people in Germany, Austria and Swit-
zerland about their idea of and expectations from luxury in the future. From the
somewhat surprising answers, we boiled down to nine segments that describe the
“new luxury”:

e The Consumer’s Self-Realisation

Material well-being of the affluent has reached such a degree that their
needs have culminated to the highest level of the Maslow’s Hierarchy of
Needs: self-realisation. The main task of luxury products is to help these
people actualise the management of their self-realisation and to act as a
booster. Their key needs are: What could help me obtain more free time?
What could help me become fitter, more virile and healthier? Or what
could make me mentally more refreshed and increase my efficiency?

Here, the main objective of luxury is not to demarcate itself and show its
status, but to fine-tune an egocentric concept of life.

e Radical Chic
Those who engage in Radical Chic are rather community-oriented people.
The much-clichéd contradictions like “if it’s healthy, it can’t be tasty”,
“fashion is not ecological” or “driving pleasure is not environment-friendly”
are tackled here. Ethically responsible indulgent consumer-behaviour goes
hand in hand with ecological high-technologies and fair dealing with sup-
pliers and staff.
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The Consumer as a Connoisseur

No more illusion marketing! Give us some substance! When it comes to
connoisseurship-consumerism, the customer cannot be taken for a ride. The
increasing consumer-experience, familiarity with luxury products and a
peek into all types of information through the transparency of the internet
have given many luxury brands a whole new set of customers — the con-
noisseurs. These customers often know more about the brand and the prod-
uct than the salesperson does. The key to success in this case is to take
these connoisseur-customers seriously and actively incorporate them in the
sale process.

Pleasure Consumerism

Hedonists will continue to be; people, who consume to stimulate a feeling
of fun, happiness and joie de vivre. Here, the actual luxury product or the
luxury service is of secondary importance. The act of taking a decision and
making a purchase at all is the focus and by extension, brings all direct and
indirect contact points that a luxury brand has with its customers into focus
as well. By this time at least, luxury brands must learn to think holistically
and proprietarily and cash on their brand promise with every individual
customer contact.

Personalised Premium
Creative, unique and the best personalised solutions are the need of the
hour in this luxury segment. It is all about expressing one’s identity, to re-
inforce it and to stand out from the crowd. Fixed norms and standardisation
are a no-go here.

As individualised as possible and with your name on it — and lo! You are
a brand! Luxury brands are only seen as an extension of one’s personality
and should never superimpose on it.

Concierge Service

Relief is the name of the game. Off-load as much as possible, to make the
most of the little free time available. Luxury consumerism is mainly con-
sidered a service here. It’s not just about “need”; it’s about “want”. Be it
shopping, childcare or other day-to-day services. The main motive is to
gain maximum freedom and quality of life.

Gregarious Consumerism

One wishes to spend time with family, friends and renew old contacts by
cooking together, doing something creative together, coming up with games
to play or even by working together. Luxury consumerism slips into the role
of the “enabler” here to bring everybody together and to create shared social
experiences.

Inclusivity
This segment is characterised by the distinct wish to move around in exclu-
sive social circles and to belong to the winners and the best of the lot in the
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1.3

respective key-group. Luxury brands are supposed to pave the way for this
and function as an identification of the affiliation. Knowing the right codes
and decrypting them is of essence.

Top of the World

This is the classic, material luxury consumerism, which is all about buying
the best of the best and showing off what you can afford. The classic lux-
ury status, as we know it, will continue to justify its presence in these new
times as well. However, the luxury segments are set to split up further, and
have a finer demarcation thus becoming impossible to conquer relying
simply on the traditional luxury positioning of the past.

Conclusion: Luxury Is Changing

Self-realisation wins and the classic prestige consumerism loses. New austerities
are giving rise to new positioning options:

Quality of life and downshifting are the driving forces.

The dominant “new luxury” fields are the fields, which help people in their
personal development, which are ethical and which, at the same time, fur-
ther develop one’s expertise in one particular field.

Status consumerism loses
Here as well, the classic luxury fields that are listed under the segments
“Inclusivity” and “Top of the World” take a backseat as the motive to act.

Ethical image-pitfall
A pseudo ethic of luxury brands will be exposed more often in the future.
It’s either the whole thing or nothing.

Necessary brand revolution

If classic luxury-brands wish to be future-proof, they need to shift focus
from their exclusively status-oriented requirements. Paying more attention
to the “new luxury” fields and suitably adopting the associated motives and
requisites will make the right statement about the brand value.

Luxury requirements are subject to constant change as well. For most of the sur-
veyed, today, luxury is already rather non-material in nature. This makes the lux-
ury-product manufacturers and luxury-service providers face new challenges.
What I eat is no longer of any interest, but much rather where it comes from and
how it reached my plate. Jewellery is no longer something you wear to simply im-
press the others, it is much more an expression and enhancement of your personal-
ity; if need be, even by incorporating the later wearer in the production process as
well. Co-creativity, i.e. the development process by including the customer, will
take over autocratic luxury-brands and in fact is already being practiced by the
Web 2.0-generation. New luxury has a host of opportunities waiting to be ex-
plored by different brands, which know how to strike at the right moment.
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2 Effects on Luxury Tourism of Today and Tomorrow

2.1 What Do These Changes Mean for the Luxury Segment in the
Tourism Industry?

1. There is no longer just the one luxury.

The luxury market has come of age, is segmented and is complex or perhaps even
contradictory. For the many stressed members of the global creative class, the
greatest luxury is to have some peace of mind and seclusion, time sovereignty and
functionality. These guests do not need round-the-clock service, no all-you-can-
eat buffets and none of the group entertainment offers. They want to eat fresh food
and a balanced meal whenever they wish to and not according to the whims and
fancies of the F&B manager. They have a simple wish: to have a quiet room in
which everything works and otherwise be left in peace.

That is not the case with the young or the old guests or guests from the country-
side, who have a rather static work and family life. A life of abundance and vari-
ety defines luxury here. To have more than what one needs and an excess of lei-
sure time activities: a big room, big pools, big skiing area and big spa-facilities —
that is luxury at its saturated best.

2. Software is more important than hardware.

Material luxury is standard for guests, for whom luxury vacations are not an ex-
ception but much more a way of life. These people don’t need any exorbitant de-
signer-hotels, no in-clubs and no hip ‘n happening restaurants or adventure tours.
They have been there, done that. They have had their experiences — they can com-
pare and tell apart the good from the not-so-good. They have learnt to differentiate
substance from superficiality. Richard Florida calls them the “Creative Class”. As
of today, this class globally comprises about 30 million people and is growing. It
is estimated that by the year 2020, this class will be a good 300 million strong.

For these people, attractive luxury offers cannot be casted in concrete. Instead,
to come up with offers for this challenging and much-experienced clientele, to in-
terest them and to win them over, these offers need to be moulded newly every
day in the highest quality possible. That implies attention, time and genuine inter-
est. It is another extended service understanding, which, to begin with, defies the
optimised workflows and processes of the classic luxury service provider in tour-
ism. These people like to travel to these places because they value the individual
services and not the concept.

3. Sustainability and Corporate Social Responsibility (CSR) develop from a hy-
giene factor into a basic requirement.

Whether the climate change is for real or not, is secondary. The discussion sur-
rounding the topic changes the value-systems of the people. People will be highly
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interested in knowing the specific ethos of the touristic businesses in problematic
regions of the world and their way of dealing with their environment and people.
How do the transport companies use their fuel? Where do the national specialities
that are served, come from? How are the living conditions of the animals that are
served as food? Does one actually get bio-products when promised so? Chances
for new business models or creative culinary concepts, event tours and a lot more
emerge out of this.

4. The guest is the sender.

Those who are still speculating whether sustainability is just a passing trend,
which will have had its day, ought to know that sustainability is unconceivable
without the transparency that is generated by the internet. This very transparency
has taken over the classic and very popular Sender-Receiver model of marketing.
Every customer, every guest not only makes contacts, but also spreads them all
over the world, thanks to Facebook, Holiday Check and Tripadvisor — only with
more authenticity than any other marketing campaign can achieve. This spells the
end of illusion marketing, which a lot of luxury labels still practice. This is the age
where all false promises are subjected to global, electronic scrutiny and are ex-
posed mercilessly in a split-second. Hence, sustainability in all its forms is not a
mere trend, but in fact the most engraving change that the global tourism industry
has ever had to confront. The effects on the product development, destination -
marketing, means of transport and routes, food & beverage, interior designing,
event concepts, etc. will have huge development opportunities in store for those
who are flexible and ready to change, for all others, it’s certain death.

5. From the social stratum to the community of values.

In the near future, the global luxury-community will not be defined by its lineage
and its income, but by its values. These will be different from those of their parents.
This new luxury-community has socialised during a time of material well-being and
immaterial fears and threats. Oil shock, environmental pollution, Red Army Faction,
cold war, Chernobyl, 9/11, Bosnian War, Afghanistan, Intifada, Chechnya, Taliban,
Islamist-terror, etc. have imprinted on the collective memory of all.

Needs are replaced by yearning, wishes, dreams and hopes, the four classic in-
adequacies in life. Hundred percent customer-orientation and satisfaction of needs
are taken for granted. The value-transition along with the unquenched inadequa-
cies is the propelling force for luxury tourism in future. One’s threat is the other’s
opportunity.

2.2 Conclusion

The “luxury” market segment will continue to work, if the huge chances that keep
emerging are proactively used. Nobody has ever known such times of permanent
abundance like today, in which so many people, like never before, own so much
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created or inherited wealth. The group of property-based or income-based million-
aires is still the fastest growing group worldwide. Unfortunately, poverty is faster.
Since such times never existed before, nobody had a competitive edge before. On
your marks, set, go! Everyone is in the same race and has the exact same opportu-
nities to explore the new luxury options.

There is so much virgin soil to be conquered and developed. Given the nature
of the luxury segment, it is rather sensitive to all possible fluctuations and changes
and has therefore become a delicate seismograph for that what is to come. A lot of
what is luxury today will be standard tomorrow. So, if you are an active entrepre-
neur in the luxury segment, you will not only directly profit from it, but also learn
a lot for your mainstream business from it.






Strategies for the Growing Market Segment Gay
and Lesbian Tourism: Lessons Learned from the
First Movers

Thomas Bomkes

1 Introduction into Gay Tourism

The Gay Tourism niche market is a fast growing tourism sector which now has
increased awareness across the global tourism industry. Since the seventies when
the Gay Pride movement brought gay people out of their “closets” in North Amer-
ica and Europe, the Gay Community has become more and more visible running
their own bars, cafes, shops, villages and events. The acceptance of gay people
and their lifestyle grew and grew as the political situation over the past 40 years
evolved from criminal actions to gay marriages. These changes and the develop-
ment of gay lifestyles around the world all combined to create the Gay tourism
industry of today:

Gay men and women travel to other cities and regions enjoying other gay
communities. There are destinations around the world like Gran Canaria, Myko-
nos, Key West and Palm Springs which have established a perfect gay infrastruc-
ture with gay beaches, restaurants, bars and hotels over the years. Gay Circuit par-
ties or Pride Events around the globe have become mega events with thousands
and even millions of people attending.

But besides specific gay travel sections, gay men and women also use a variety
of other tourism products on offer. They go on business trips, need flights and ho-
tel accommodation, book rental cars, take cruises, go on family vacation with their
kids or just sightsee. There is almost no area of tourism where gay people are not
bringing in business.

2 Does the Industry Need Specific Strategies for the
Gay and Lesbian Tourism Segment?

This is not an easy question. In general, gay men and women have the same needs
as any other traveller or tourist. They need transportation, accommodation, trans-
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fers, tour guides etc. Is there really a difference for gay people using a hotel or an
airline? Every tourist has a preference for specific destinations or holiday activi-
ties. And the gay community has always been big travellers. So, the question is
what kind of preferences gay people have while travelling or going on holidays.
To find the answer it is necessary to take a look into the current market situation
and to see what some industry player have figured out after working in this market
for several years.

3 Overview of the Current Market Situation in
Gay Tourism

The global gay tourism market is very diverse. There are small tourism businesses
who specialise in this segment, but also global players who look after the “Pink
Money” as well. But Gay Tourism has different requirements in Europe or North
America, and is different in South East Asia or Latin America. The culture of the
gay community differs around the world. The societies are more or less open to
gay lifestyles which create more or less openly gay tourism.

To get a better overview and bring all these different aspects together, the
IGLTA (International Gay & Lesbian Travel Association) is a great resource of all
the key tourism players who provide an active role in the gay tourism segment
worldwide.

IGLTA is the leading global organisation dedicated to connecting the gay and
lesbian tourism industry worldwide with networking, education and business de-
velopment. The association was founded in 1983 and has over 2,000 members in
68 countries. (More information on www.iglta.org)

In order to be successful in this market it is important to understand the differ-
ent cultural aspects of gay tourism. Right now, we see big shiftings and changes in
the political situations of huge parts of the world. In the past thirty years North
America and Europe have been the key players in the gay market with the biggest
openly living gay community. But now with legal marriage rights for homosexual
people in Argentina and parts of Brazil and the decriminalisation of homosexual-
ity in India, new big consumer power will flow into the gay market.

Community Marketing Inc. (CMI), a San Francisco based company specialising
in gay market research, announced some new findings with its “14th Annual Gay
& Lesbian Tourism Study” in 2010. Based on tourism industry data from the US
Department of Commerce and CMI sample demographics, the annual economic
impact of Gay & Lesbian travellers is approximately USD 63.3 billion in the US
alone. The following list presents findings that CMI views as important changes or
observations from the past year’s survey:
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Gay Men and Lesbian Booking Patterns

Gays and lesbians are primarily booking their travel directly via airline and hotel
websites (56 %) or through online travel agencies such as Travelocity or Orbitz
(34 %). Direct booking is significantly more important than web-based travel ser-
vices, so for travel suppliers, developing relationships with the gay and lesbian
community to encourage direct booking through their own website is extremely
important.

Travel suppliers and destinations having a gay & lesbian “microsite” with dedi-
cated content is a positive motivator for these consumers.

Recession-Influenced Travel Decreases Affecting Small and Medium-
Sized Markets Worse than Big Markets

Every major city in North America except for Washington DC (perhaps an Obama
effect) saw a decrease in gay and lesbian travel over the past 12 months. That de-
crease affected cities very differently. Major markets, including New York City,
San Francisco and Las Vegas saw only small leisure travel decreases, usually less
than 5 %, while medium sized cities, geographically isolated destinations, and some
resort towns saw more significant decreases over 10 %, and for some, over 20 %.

Staycations

Staycations were the only travel category to see an increase in 2009. When asked
to specify how many regional drive vacations (i. e. including at least one night in a
hotel) were taken, 66 % indicated taking a longer regional drive vacation of more
than two hours; 42 % took a regional drive vacation where the drive was two hours
or less and 14 % took a trip where they stayed in a hotel in their own city. This
trend should benefit some metropolitan markets. Cities such as Boston, New York,
Philadelphia and Washington, DC, which are all close to each other, will probably
“trade” stays among gay residents.

Also of note is the 14 % of gays and lesbians who reported taking a staycation
at a hotel in their own town, defined as a very short drive or via public transporta-
tion. While this number may be smaller, with dedicated promotions this could be a
way of filling hotel rooms during slower periods, especially if packaged with other
local activities.

How to Reach the Gay and Lesbian Community

CMI has been tracking advertising trends for gay travel marketing for over a dec-
ade. In general, the survey shows substantive increases in the influence of traveller
reviews on travel websites and blogs, a softening of the influence of banner ads on
mainstream and gay websites, and a remarkable resilience to the influence of
travel articles in gay and mainstream print publications.
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Interest in Health and Fitness while Travelling Is Down

CMI has seen a trend over the past few years showing that health and fitness while
travelling are becoming less important to the gay community. In this survey, when
given a long list of potential motivators, health and fitness-related responses were
near the bottom of the motivators, and often last on the lists.

From hotel gyms to health and fitness vacations, they all scored poorly. This
is not to say that health and fitness are not important in the day-to-day lives of
gay men and lesbians, but bringing these healthy habits with them on leisure or
business travel has shown a decrease in importance over time. It could also indi-
cate that with tightening budgets, gay travellers prefer to spend more time en-
joying the sights and experiences of the destination, rather than waste precious
time in a gym.

Pride Events Are Important

Unaffected by recessionary influences, nearly a quarter of the respondents re-
ported travelling to another city and spending at least one night in a hotel to attend
a Pride event; the same as previous years. Nationally, Pride events continue to
move millions of hotel nights in the Unites States, and Pride remains an important
motivator for gay travellers under 35.

Fig. 1. Gay Pride London

Source: tomontour.com
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Strength of Local Neighbourhoods

Further confirming other recent research conducted by CMI, gays and lesbians
tend to be especially interested in visiting city neighbourhoods and experiencing
local, non-chain restaurants. In fact, going to local restaurants and visiting the gay
neighbourhood were the top activities enjoyed by gays and lesbians when visiting
a destination.

Top Travel Brands

As an unprompted question, survey participants were asked to fill in a blank for
the destination, hotel brand, and airline that they felt had done the best job in out-
reaching to the gay & lesbian community. Of the total sample, 3,800 responded to
the destination question. The top destinations were: Las Vegas: 11 %, San Fran-
cisco: 10%, Fort Lauderdale: 7%, Philadelphia: 6%, Provincetown: 5%, and
London: 5 %. Of the total sample, 2,800 responded to the hotel question. The top
brands indicated were: W Hotels: 11 %, Kimpton Hotels: 11 %, Hilton: 9 %, Hyatt:
8%, and Marriott: 7 %. Of the total sample, 3,287 responded to the airline ques-
tion. The top airlines were: American Airlines: 38 %, Southwest: 15 %, Delta:
11 % and Virgin: 3 %.

4  Analysis of Market Strategies with Best Practice
Examples

4.1 Regional Gay Marketing Strategy for the Belgian Region
of Flanders

Tourism Flanders-Brussels started their gay marketing activities in 2005 when
they implemented gay tourism as one of their key markets to work with.

The first step was to find out what type of product Flanders could offer to the
global gay & lesbian tourism segment. They had to research the gay community to
discover what kind of infrastructure they already have in the way of gay bars,
shops, restaurants, events, beaches etc. The local tourist boards, hotels, attractions,
and other tourism suppliers also had to be coordinated to create a selection of gay
tourism products which could be offered in Flanders key markets like Germany,
France, Netherlands, the United Kingdom and the United States.

o Gay city packages
e Gay-friendly hotel arrangements

e Gay event packages

With their product range in mind they created communication strategies for their
main markets. It is important to note that the regular tourism markets for Flanders
are not necessarily the same as those in the gay sector. Germany has been identi-
fied as their biggest source market for gay tourism. So, they focused most of their
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activities here. Other key markets like Holland, France and the UK adopted part of
the promotion activities.

Because Flanders is so close to Germany’s Rhineland, Holland, Northern
France and London and so easily connected via high speed trains and highways, it
needs to offer different products in those regions. For example, a gay beach vaca-
tion on the Flemish coast is perfect for the Rhineland but not really interesting for
the gay community in Bavaria or Southern France.

The communication strategies implemented most of the tools the marketing
mix is offering:

flandern
Belgien

gayflandern.com

Advertising and advertorials in gay print and online media
Production of a gay-friendly Flanders travel guide
Development of a specific microsite www.gayflandern.com

Cross-marketing activities with other tourism suppliers and community
partners

Direct marketing activities at Gay Pride and other Gay Events

Supporting gay media and organising media/trade trips

Kostenlosen

 Gay Guide

anfordern!
M

Fig. 2. Gay advertising artwork tourism Flanders-Brussels

Source: Tourism Flanders-Brussels
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The results of these marketing strategies have been very successful. At the start of
2005 Flanders was not well known as a gay travel destination in Western Europe.
Because of the strong product development and the idea of connecting all local
partners from the tourism industry and the gay community Flanders now offers
great opportunities for the gay traveller. Additionally, the communication of these
products has put Flanders on the gay travel map:

e IGLTA Symposium Antwerp 2007

e Eurogames Antwerp 2007

e IGLTA Global Convention Antwerp 2010
e World Outgames Antwerp 2013

4.2 Promotion of Gay City Breaks with the Berlin Tourist Office

Berlin is one of the so-called “Gay Capitals of Europe”, with one of the biggest
openly living gay communities in Europe and a thriving, dynamic and diverse
scene which has enriched the city’s vitality. There are a huge amount of activities,
services and institutions specially designed for Gays and Lesbians. More than 200
gay bars, gay city publications, bookstores, sports clubs, fashion shops and organi-
sations which cater to all needs of the local gay community.

Because of the tolerant and liberal behaviour of the Berliners, the historical ex-
periences of the “Golden Twenties”, when Berlin may already have been a Mecca
for gay people, the restrictive era of the national socialism and the Berlin Wall era,
the political and social environment in this city created a great basis to engender
such a vibrant and openly gay and lesbian community. It would be hard to find
such a city anywhere else in the world and one of the reasons why gay travellers
from around the world flock to Berlin.

Historically, the gay community developed a huge infrastructure over the years
which made it very easy for tourism organisations to sell gay specific products and
services worldwide. The Berlin Tourist Office has worked very successfully in
this market. The Berlin Tourist organisation is a member of the IGLTA and works
on international campaigns to promote destinations in the gay community.

They selected the most popular events, places and services of the gay community
and created specific travel packages. But they also offer information potential gay
tourists need when they want to visit Berlin. All information is integrated on the
general tourist website www.visitberlin.de along with all target visitors to the city:

e Gay specific information about Berlin
You will find basic descriptions about the different gay districts of Berlin,
like Schoneberg, Prenzlauer Berg, Friedrichshain and Kreuzberg. And also
information about the unique and gay-specific attractions like the “Schwules
Museum” (Gay Museum) established in 1985 and the only one of its kind in
the world and a note about the gay memorial at the southern edge of the
Tiergarten with its film projection of an endless kissing gay couple.
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e Packages for the Prideweek
During Prideweek Berlin several events, parties and street festivals take
place all over the city. Offers are specially designed for Prideweek visitors
which means the chosen hotels are gay-friendly and located close to the
event locations.

e Print and Online Community Guides
A selection of free magazines and information lead the way through the
gay and lesbian community in Berlin. The tourist office offers the most im-
portant magazines and materials in their “Berlin info stores” which are
available to buy across the city and online.

e Gay Event Lists
Street festivals and parades, film festivals, annual circuit parties or other
gay events can also be found on their website.

e Gay-Friendly Hotel Selection
The tourist office offers a variety of gay-friendly hotels in all categories all
over the city all year round. The hotels are marked with the rainbow icon to
make it easier for tourists to choose. But the “rainbow” itself does not indi-
cate why this hotel is more gay-friendly” than another.

Berlin is a great example for successful gay tourism promotion. Because of its
marketing activities over the years, the city has become more and more popular as
a gay city break destination. This is especially true in the American market where
Berlin was not well known for offers for the gay community. But this has changed
dramatically. For gay American tourists, after London, Berlin is a top priority for
the next trip to Europe.

4.3 American Airlines Efforts to Create Brand Loyalty in the
Gay Community

American Airlines (AA) is one of the pioneers in the airline industry to serve the
gay customer specifically. The North American gay communities are very well
organised and it is typical for gay and lesbians here to live close together in “gay
villages” or “gay neighbourhoods”. This is much more pronounced than in Europe
or Latin America. Because of this social behaviour, where day-to-day business
like shopping, medical services or leisure activities all happen within the local gay
community, American gays and lesbians are brand loyal to companies and ser-
vices offering gay products and services and support organisations and events im-
portant within the gay community.

AA was one of the first companies to understand this and worked to be part of
the gay community. But loyalty cannot be bought, it has to be earned. And AA
had to work very hard on its marketing campaigns to achieve the loyalty within
the gay community it enjoys today.
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A big milestone was the creation of the “Rainbow Team”, a team of three AA
employers who have been solely responsible for the gay market.

Being “out” and visible in the market was the next big step. To have a microsite
www.aa.com/rainbow which offers gay specific travel arrangements was seen as
unique in those days.

AmericanAirlines®

Reservations | Fare Sales & Offers | My Account
AAcom ' | My

U
A\A.com/ra nbow™

Welcome To Rainbow News July 2010 | vol. 38
Hello, TOP STORIES:

We are halfway through summer and there are still so many exciting AAdvantage® Bonus Miles on
things to do, places to go and friends to meet. Before you know it Flights to Zurich and Manchester
Labor Day will be here, so be sure to visit us at aa.com/rainbow to

plan your next summer escape. Your Choice®™ Provides

Customers More Options
We have some exciting announcements and fun events to share with

you in this month's newsletter. We're offering generous AAdvantage® Streamlining Your Airport
bonus miles on flights to two great European cities, giving our Experience

customers more choices and letting you know about some great

sporting events. COMMUNITY SPOTLIGHTS
We thank you for your business, and | hope to see you somewhere NAGAAA World Series

around the world very soon!

The Gay and Lesbian Tennis
Safe Travels, Alliance

George

Fig. 3. Header Rainbow newsletter American Airlines

It was important for AA to collaborate with the gay community but not be seen as an
“alien” who just looks after the “Pink Dollar”. It needed to be a partnership and pro-
vide a “give back mentality” within the gay community. Commercial partnerships
with other gay travel businesses bring real partnerships. AA is a longstanding spon-
sor and partner for the IGLTA and gives a lot to develop this market segment.
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Diversity is a very important tool to find fair-minded policies and practices for
customers and staff alike. The gay staff members of a company are the best am-
bassadors to earn loyalty in the community and non-discrimination in the work-
place is a requirement of this:

“We want your loyal business and we will work to earn it.”

American Airlines has a huge list of awards and honours. And it is impressive
how active they have been over the years:

e Earned the highest possible score of 100 percent on the Human Right
Campaign’s Corporate Equality Index. The only airline to achieve this dis-
tinction every year since its start (2002 — Present)

o PlanetOut Award for “Airline of the Year” (2006 and 2007)

e The original “Rainbow TeAAm” sales group is inducted into the IGLTA
Hall of Fame in 2006

e Rainbow TeAAm has won Corporate Member of the Year from the Chi-
cago Area Gay and Lesbian Chamber of Commerce (2000)

e Dallas Voice Readers Award for Best Airline (2006 to 2009)
e Dallas Voice Readers Award for Best Travel Website (2009)

e Dallas Pride honours American Airlines for their “Outstanding Community
Support 2007 and trophy recognition “Corporate Pride Best For Profit En-
try” for 2007 parade

e Out Traveler Magazine 2005, 2007 & 2008 Readers’ Choice Awards
ranked

e American Airlines as “Best Airline” and “the gold standard U. S. carrier for
hospitality and service.” Inducted into Out Traveler Hall of Fame in 2008

e Out & About Editor’s Choice Award for Best Airline (1995 and 1996)

e AIDS Action Foundation “Community Service Award 1998 for American
Airlines, accepted in Washington, D. C. by CEO Bob Crandall (1998)

e San Francisco AIDS Foundation Corporate Leadership Award (1998)
The example of American Airlines shows that longstanding marketing and promo-
tion activities can create brand loyalty for an airline in the gay community. Prod-

ucts, pricing and services may be similar with other carriers but the earned com-
munity loyalty is unique.

4.4 Gay Marketing Strategy Development by Hyatt Corporation

The Hyatt hotel chain with its headquarters in Chicago is a well-known international
company for upscale hotel brands (www.hyatt.com). Developing new niche markets
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is always a challenge in the beginning when there are no experiences and limited
contacts open to the new market players. The most important thing here is to see the
opportunity and the willingness to explore and learn about the market rules.

And there was a huge opportunity for Hyatt to go into this market. When lei-
sure travel plummeted after 9/11, there was a need to create new client segments.
The Hyatt resorts presented the biggest need to bring in fresh customers. And the
most important thing has been the strong internal support for the gay market ef-
forts. These have been the sales and marketing teams of the local resorts. But also
the Hyatt corporate diversity strategy and the supportive senior management of the
company have been the key factors in implementing a global gay marketing strat-
egy for Hyatt Corporation.

When their marketing agency started to create the first campaigns, the Hyatt
brand story was limited due to the creative constraints provided by the existing
stock of images. Original artwork is needed to fully communicate brand promise
to the audience. Proprietary and secondary market research showed that the “Wa-
terfall” ad led to an increase in gay-friendly perceptions of Hyatt brand, among all
demographics in comparison to the first ad campaign which was not a big success.
Authentic communication is a key element to success in the gay market.

To become a strong and liable partner of the gay community, Hyatt partnered
with GLAAD (Gay & Lesbian Alliance Against Defamation) to further connect
with the gay and lesbian market. Hyatt also forged deeper relationships with the
IGLTA and the Human Rights Campaign.

EXPERIENCE THE DESTINATION
FROM THE INSIDE OUT.

Fig. 4. Gay advertising artwork Hyatt resorts

Source: Hyatt Corporation
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Throughout the learning process in successful gay marketing strategies, Hyatt con-
tinues to focus on creative stories portraying genuine intimacy in order to further
connect emotionally with gay and lesbian consumers. They focus specifically on
the relevant — style, sophistication and attention to detail.

There is also a need to use the communications tools which are the most rele-
vant in the community. So, Hyatt created interactive widgets which include videos
showcasing the Hyatt “experience” and a listing of Hyatt destinations to add tex-
ture to the promotional message. Sponsorship of iPhone apps reaches consumers
in new, personal ways via their mobile phones. Targeted video placement on gay
travel blogs features gay couples as winners in Hyatt brand contests and commu-
nicates gay inclusivity.

The development of the gay specific marketing strategy for Hyatt Hotels is very
interesting because you can see how important it is to analyse the needs of your
target group. When you offer the emotional aspects they require you achieve a
much better result from your marketing efforts.

4.5 TomOnTour’s Gay Tourism Strategy

TomOnTour is an online portal for gay travellers and friends. It is a platform for
all tourism suppliers who want to offer their products and services to the gay
community. The gay consumer finds information about destinations from gay hot
spots and other tourism attractions, information about gay events worldwide,
travel news and specific travel packages. The TomOnTour strategy is to provide
all necessary information for the gay traveller on www.tomontour.com and pro-
motes this with printed travel guides, on gay events, using social media networks
and other classical marketing tools.

Potential tourists need an online environment where they can find all informa-
tion they require to make their travel decisions. Gay people can take their pick
from the variety of products on offer — from beach holidays to trekking adven-
tures, from shopping trips to sightseeing excursions or classic concert trips. And it
is always useful to have gay specific information readily available. Which is the
most convenient hotel in the gay neighbourhood which best caters to my needs? Is
there a gay bar close by after I finish my business meeting? Or, can I combine my
next weekend trip with a gay event in that city?

TomOnTour offers annual free gay travel guides to the gay community. Des-
tinations are presented as gay-friendly and the consumer has up-to-date informa-
tion providing an invaluable overview of all the gay activities happening around
the world.

Tom On Tour’s Gay Tourism Strategy is to provide exactly what the gay tourist
needs for a great vacation which is gay-specific travel information in combination
with conventional tourist details!

For this strategy it is essential to be related to the gay community in order to
provide all the news, updates and fresh information for gay travellers. It is also nec-
essary to bring in gay-specific products and services from tourist offices, carriers,
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Fig. 5. TomOnTour gay travel guide

hotels and other tourism suppliers to create gay travel resources and packages for
the market. When you have a clientele with a specific buying power, you create a
demand which you are able to satisfy with your products and services.

5  Future Aspects of Gay Tourism and the
Global Picture

When you look at the historical development of gay tourism worldwide, there is a
significant relationship between political and social gay emancipation and de-
criminalisation and the increase of gay tourism. If a national society becomes
more open and the political circumstances more liberal, then we start to see pros-
perous business activities within the gay community; more bars and cafes, more
shops and events. This gay infrastructure is a key element for the huge increase in
gay tourism in general. And Gay Pride tourism is a relevant industry factor in cit-
ies like Berlin and Antwerp where hotel rooms can be filled during periods or
weekends when they are usually empty. More and more destinations, carriers or
hotel companies will jump on the gay tourism bandwagon. But if they want to act
successfully, they need to offer products and services where there is really a de-
mand. The examples we have seen here show that there are different options and
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possibilities to create supply and demand in the way American Airlines did. We
will start to see a greater variety of specific tourism products and travel arrange-
ments in the west, as well as growth in other destinations like Latin America and
India who will play a bigger role in the gay tourism industry of the future.



Spiritual Tourism — The Church as a Partner
in Tourism?

Marcus Herntrei and Harald Pechlaner

“No attentive observer of the contemporary cultural scene can fail to recognize the
breadth and power of the “spirituality phenomenon” in virtually every part of the
world”, wrote Schneiders in 1989 (Schneiders, 1989: 696). Today, 20 years later,
it is still a topic of discussion — is spirituality merely a passing fad or is it a deep-
rooted term all over the world? What is apparent is that the modern concept of
spirituality, although often used much more as an “in” word, has for a long time
encompassed major parts of the cultural and everyday life including leisure time
and vacation.

The “Zukunftsinstitut” (Future Institute) sees a consumer trend in this spiritu-
alisation, which they call “Anchoring” and which describes the search for our
spiritual roots with an aim of a better understanding of our future (Huber, 2002).
According to the “Zukunftsinstitut”, consumer trends have a half-life of 1015
years. However, the so-called “spirituality trend” seems to be rooted in the first
global lifestyle, LOHAS (Lifestyle of Health and Sustainability), accompanied
by a fundamental and sustainable change of the social value model, in which
experience, commitment, friendship, spirituality, authenticity and naturalness
form the supporting pillars (Wenzel et al., 2007). Spiritualisation according to
that would be a lot more than just a consumer trend, it would, in fact, be a part
of a global value system.

This new value system is also of utmost importance for tourism and the devel-
opment of its products and offers. Today, if you look at themes like hiking and
wellness, it is very obvious as to how intensively offer-based they are. The passive
wellness pleasure is a response to the increasing need people feel to change, to be
able to react to the diverse change process of everyday life in a creative and self-
determined manner. Horx calls this trend “Selfness” (Horx, 2005).

In some cases, selfness-products have made their entry in the vacation scene;
wellness facilities are being replaced by selfness-centres and trainer teams are
guiding the guests in their permanent self-change process. Selfness-coaching for
self-motivation, quest for meaning and business-yoga have a clear relation with
the spirituality trend. However, there is still further need to diversify products
within the dynamic field of spirituality and tourism, because the travellers are
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searching more and more for “[...] the reasoning with the new in order to further
develop the personality [...]” (EKD, 2006: 11).

Travelling has always been an escape from everyday life by breaking away
from the routine and breaking into the new and unknown. Every culture offers an
access to that, which is lost in the routine, making it reachable and perceivable
through its myths, arts, festivals and religion (Hennig, 2001). Many starting points
are available here for the development of spiritual products. The church has enor-
mous experience in arranging big events, pilgrimages, offers in abbeys, travel
companions and spiritual consulting from a tourism point of view (Bleistein,
1988), which makes it an ideal partner to work with the tourism industry. How-
ever, the aspect of the church being deemed as a service provider for tourism has
not been duly considered and therefore the church has only scarcely ever been
dealt with (Poria/Butler/Airey, 2003; Rinschede, 1992).

This article attempts to define the ambiguous concept behind the “in-word”
spirituality, to enable the observation of the dynamic field of spirituality and tour-
ism, as regards the aspect of the development of products and offers. Special at-
tention has been given here to the cooperation between the church and the tourism
industry. In 2009, a study was carried out in South Tyrol, Italy, to investigate the
status of the present cooperation and its possible development in the future. The
following article is based on the aforementioned study.

1 Origin and Demarcation of the Modern Concept of
Spirituality

The term “Spirituality” seems to have originated towards the end of the 5th cen-
tury in the translation of the concept “pneumatiko” into Latin as “spiritualis” in
the new-testament (Barth, 1993). Thus, the term originates from Christian vocabu-
lary (Baier, 2003), although it cannot be directly traced back to the holy script
(Barth, 1993). The term was barely used till the 19th century (Baier, 2003) and then
towards the end of the 20th century it became an established word in all religions of
the world as well as esoteric and atheistic movements (Miller, 1994). The German
DUDEN dictionary still defines the term spirituality as “intellectuality; inner self,
spiritual being” (“Geistigkeit, inneres Leben, geistiges Wesen”; www.duden.de,
01.07.2010), i. e. in the sense of the catholic roots of the term.

The expansion of the term “spirituality” started around the end of the 19th cen-
tury. At this time, this term originating from Catholicism was influenced by the
Anglo-Saxon new religious beliefs as well as the neo-Hindu understanding of the
term (Bochinger, 1994). During this time, the term spirituality spread to non-
Christian religions in England and at the turn of the 20th century, reached the
German-speaking regions. In 1923, Hermann Hesse wrote: “I do not think that the
Indian wisdom is better than the Christian, I only feel that it is a little more spiri-
tual, a little less intolerant, somewhat more open and free.” (Michels, 1975: 180).
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From now on, personal experience was also a part of the spiritual understanding in
the German alternative religious scene (Baier, 2003). Today, more than ever, spiri-
tuality stands for the individual life fulfilment, a personal search for one’s own life
path, the transformation and formation of one’s life and identity. Foucault de-
scribes spirituality as “search, practice, and experience through which the subject
carries out the necessary transformations on himself in order to have access to the
truth” (Foucault, 2006; 15). Thus, for Foucault, spirituality is made up of all those
things, which appear necessary for the subject, the individual, to be able to access
the truth. The modern idea of spirituality does not necessarily imply the search for
god; however, it does mean a search for a spiritual reality that Foucault calls the
truth. Some authors thus reduce the term to mean this search, wherein they define
spirituality as “personal belief system that focuses on a search for meaning and
purpose in life and a connectedness to a higher dimension.” (Smeltzer/Bare, 1996:
370). Other authors do not see spirituality restricted only to the search for a higher
meaning, they also emphasise spirituality as the expression of oneness of the indi-
vidual with his surroundings (Narayanasamy, 2004), which can thus also be de-
picted through various creative activities such as dance and music (Taylor, 2001).

Spirituality can be understood as an integral concept, which can include relig-
ion, but does not stop at that (McSherry, 2000). Basically, the one main difference
between spirituality and religion is that religion stresses on the community and the
responsibility of the individual towards the community (Koenig, 2004). Spiritual-
ity on the other hand, could be understood as the autonomisation and individuali-
sation of religion, as “building of personal religious competence on the way to-
wards introspection” (Baier, 2003: 31). Besides, spirituality does not necessarily
require an underlying belief (Koenig, 2004).

2 Spiritual Tourism

Defining spiritual tourism is just as difficult as defining spirituality. According to
Berkemann, spiritual tourism in general means all those forms of tourism, which
include spiritual and physical travelling (Berkemann, 2006). The interaction of
body and mind is also emphasised by Bramer, who understands spirituality as the
search for the unification of head, heart and body, which can be especially
achieved by means of physical movement in nature (Bramer, 2009). Freyer (1996)
and Steinecke (2007) on the other hand see spiritually or religiously motivated
tourism as a part of the culturally oriented tourism. Melchers follows the same
idea and sees art, culture as well as religion as the main motive behind spiritual
travelling. However he also emphasises the individual perceptions of spirituality.
The decisive factor is supposed to be one’s experience during the travel. Accord-
ing to that, spiritual would mean the specific, subjectively important ideals for
one’s inner life. The starting point of the spiritual experience would then be estab-
lishing familiarity, closer understanding and connection with the topic at a place
which one subjectively feels to be important (Melchers, 2009).
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Spiritual tourism thus does not seem to be a clearly definable segment, but as a
tourism cross-section topic, which is closely connected with culture, education,
nature and event-tourism (See figure 1).

The scope of the topic once again underlines the individual character of spiritu-
ality, which allows treading the many personally chosen paths towards introspec-
tion. Thus, spiritual tourism, like the definition of spirituality, must not include any
religion and against this background, it can be considered as “de-confessionalized
experience-based religiousness” (Poensgen, 2006). The global LOHAS-community
and the representatives of the “self-responsibility movement” or “Selfness” are wel-
coming of this idea of spirituality and spiritual tourism. It enables the shaping of
life, identity and vacation without having any obligations towards a community
and allows treading off the beaten path. However, notwithstanding the aforemen-
tioned disadvantages of responsibility towards the community and following a
“predefined path for search”, religion and church offer the big advantage of au-
thenticity and competence in the field of dramaturgy. An authentic and perfect
flow of dramaturgy is one of the basic requirements in order to create an atmos-
phere that aids positive and spiritual experiences (Melchers, 2009). Tours de-
signed exclusively by travel agencies can hardly ever offer such dramaturgy and
atmosphere, since they usually lack the authenticity and the necessary compe-
tences. In addition, the church has access to suitable spiritual places. On the other



Spiritual Tourism — The Church as a Partner in Tourism? 205

hand, to come up with spiritual offers, competences and resources in addition to
the classic religious offers at the destination is essential, because a large part of the
travellers do not primarily book a spiritual vacation and looks forward to having
other tourism offers on the agenda as well.

Church offers, especially within a casual framework outside the native commu-
nity, i.e. at the vacation destination, can present a suitable scope for a spiritual
search for meaning in these times of LOHAS and Selfness. The basic requirement
for this would be suitable products and offers, which could be created based on the
cooperation between the church and the tourism sector.

3 The Church as a Service Provider for Spiritual
Tourism

From the tourism point of view, the church essentially comes across as the pre-
server of unique cultural assets and spiritual places, such as libraries, artistic treas-
ures, abbeys and church facilities. In the past few decades the church has opened
up more and presented its buildings and its contents to a wider public. Churches
and abbeys, and spiritual places in general are interesting considering the art and cul-
tural history. They are true tourist magnets and belong to the most important tourist
spots in Germany (Isenberg, 2009). This is also confirmed by an online-survey car-
ried out by the Deutscher Tourismusverband (German Tourism Association) pub-
lished in November 2009, in which 2,500 internet users participated. According to
that, the Cologne Cathedral is the most visited tourist spot in Germany, even more
than the Brandenburg Gate, the Dresden Frauenkirche and the Neuschwanstein Cas-
tle (Deutscher Tourismusverband, 2009). The role of the church does not stop at
presenting the cultural heritage in the form of buildings. It extends, more impor-
tantly to sharing values and traditions of the Christian rituals, which are a part of the
eating and drinking culture and the music, which have always been influenced by
the church (Schmutzer, 2009). The church is mostly perceived as very authentic
and can thus offer an added value for the tourism product.

The role of the church in tourism is however not free of conflicts. In this very
branch of spiritual tourism, there are offers being developed only to be in sync
with a trend; they are derived from extraneous interests and are rather short-lived.
Terms like “The Way of St. James” or “Pilgrims” are de-contextualised to an ex-
tent and used as brands with public appeal. “Design a historically or culturally
charged place/route, throw in some vague religious feelings, take advantage of the
new interest in gathering experiences and suggest this tour as an expansion of
one’s consciousness or as a self-realisation with a planned self-enhancement, pos-
sibly also with a somehow fashioned godly-experience” (Poensgen, 2006: 17).
This development has been seen as a threat by the church and manifests itself in
the angst of “losing sight of what is fundamental” and the fear of losing substantial
profile. The church thus also defends itself to some extent against the tourism ex-
ploitation and usurpation by tourism (Stickler, 2004).
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Nevertheless, the increasing demand for spirituality is met with a palette of prod-
ucts and offers at the crossroads between the church and tourism, which can be
grouped as follows (see figure 2).

The offers by the church can be divided in two categories. Firstly, there are
offers, which are not primarily meant for tourists, but are still noticed by them.
This, for example, includes church service, spiritual welfare activities, penance
offers, concerts or processions. Secondly, there are offers that are directed par-
ticularly at tourists and can be divided as local offers as well as tour offers. Lo-
cal offers are for example communicative offers, seminars, meditations or offers
for self-realisation. Travel offers by the church, which are specifically devel-
oped for tourists, mainly comprise lodging establishments, study tours or pil-
grimages. Many of these offers are not to be found under the term tourism or
travel, as shown by an analysis of the internet presence of the bishoprics in
Germany, carried out by the Lehrstuhl Tourismus der Katholischen Universitdt
Eichstdtt-Ingolstadt (Department of Tourism of the Catholic University of Eich-
stéitt-Ingolstadt) in 2007/2008.

Between the church and tourism, many different mutual relationships are ap-
parent (figure 2). Networks between the church and tourism are found primarily in
the church offers, which are directed towards tourists in particular, and towards
tourism products and offers. Possible areas of cooperation here are programmes
and events, cultural tours and study tours, hikes, seminars and educational events
or wellness offers. Many different forms of cooperation are actually possible. The
mutual advertising of existing offers, e. g. the inclusion of church offers in the pro-
gramme calendar and the exchange of brochures with local tourism offices could
be an option, but also the mutual cooperation and incorporation while designing
the offers, e. g. within the scope of programmes or the common development and
designing of products and offers.
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4  The Church as a Service Provider of Spiritual
Tourism in South Tyrol — An Empirical Study

41 Aims and Questions

The European Academy of Bozen (EURAC research) carried out an empirical
study in 2009 in South Tyrol as to what role the church plays in the development
of tourism services and to what extent the church contributes to the designing of
tourism offers at a given destination. The following questions were to be answered
for the same:

e What effects do social trends have on the relationship between the church
and tourism?

e How does the church react to the social and structural value change, which
is also reflected in the travel behaviour?

e  Which tourism services are offered by the church and how has its role de-
veloped over time?

e To what extent does the church contribute in the designing of offers?

e To what extent does tourism incorporate the church in tourism offers?
e How can the church provide the competence to develop tourism offers?
e How are church offers advertised by the tourism organisations?

e To what extent are the church and tourism networked and where is more
negotiation required?

4.2 Methodical Procedure

Three municipalities from South Tyrol were chosen for the study, each of which
presented the subject matter of the church and tourism differently. The three cases
also represent distinct forms of urban and rural character as well as a varying in-
tensity with respect to tourism.

1. Brixen:

The bishop’s seat Brixen, with a population of approximately 20,000 (As-
tat, 2009a), is the third largest municipality in South Tyrol and recorded
about 510,000 overnight stays (Astat, 2009b). Brixen shares the bishop’s
seat with the province capital Bozen. The church makes its presence felt in
the city in the form of educational institutions like the University of Theol-
ogy and Philosophy or as the numerous tourist attractions like the churches
and abbeys and places of meditation and other spiritual places. A topic of
central importance in the city is offers pertaining to culture and church.
Brixen wants to position itself further through different cultural offers of
religious nature (EURAC, 2008).
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2. Naturns:
Naturns is a tourist municipality near Meran with 450,000 overnight stays
(Astat, 2009b) and approximately 5,000 citizens (Astat, 2009a). Naturns is
South Tyrol’s only certified Alpine Wellness Center and advertises with of-
fers like the Jesus-Besinnungsweg (Meditation Walk), nature paths as well
as energy and cultural places. The theme of spirituality thus also plays a
definite role while developing the offers.

3. Schenna:
Schenna, which is also located near Meran and has a population of about
2,800 (Astat, 2009a), plays host to more than 1 million overnight guests
(Astat, 2009b) and is thus one of the largest tourism municipalities in South
Tyrol. Despite the high influx of tourists, the village has kept its strong
sense of tradition alive. Thus, church traditions are also fostered and church
festivals are celebrated together with the guests.

Based on the above mentioned survey, these three cases are compared with each
other and conclusions are drawn. In order to throw light on the cooperation from
both sides, qualitative interviews with the representatives of the church (priests,
deans) and representatives of the tourism branch (management of the tourism as-
sociations) were conducted in the three selected municipalities in October and
November 2009. The interviews were recorded, transcribed, analysed and inter-
preted. The transcribed texts were examined by means of a search raster using the
program MAXQDA; the extraction results were analysed and then interpreted. To
support this interpretation, verbatim quotes have been kept anonymous in the fol-
lowing.

4.3 Empirical Findings
Trends, Value Change and Their Effects on the Church and Tourism

From the qualitative interviews, one can certainly see the value change heading in
the direction of LOHAS and the belonging spiritual understanding:

According to statements made by the interview partners, currently, a critical at-
titude towards the church is seen. “I can be happy without a belief; why do I need
a god?” The connection and relation to the church has become more relaxed,
which, however, is also seen as a general trend towards individualisation. On the
other hand however, all the interviewers also stated that “taking out time for one-
self and switching off from the routine”, “finding oneself” and “returning to one-
self” are becoming increasingly important. A vacation in particular gives the pos-
sibility, “to break away from the anonymity of everyday life” and to search for
“reflective encounters”.

Furthermore, the interviewees observed an upsurge in the interest for culture
and traditions. An increasing number of guests is showing interest in the lifestyle
of the locals and wish to be a part of their traditions and customs. Similarly, the
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surveyed are taking advantage of an increased demand for a healthy life and peace
and relaxation amidst nature. This nature consciousness is also encountered in
younger people.

As a part of these trends and developments, the interviewees also confirmed an
intensified demand for spiritual or religious tours. For the interviewees, spirituality
meant:

e Shaping life based on the inner values

e Introspection leading to a journey to one’s inner core

e Contemplation

e To attain the stage of searching and questioning

e Delve into the inner depths and create something from those depths

e Remain rooted

“When I have the depth and when I realise my purpose and what I want, I can deal
easily with certain things. Spirituality can help me find this depth.”

The Role of the Church in Tourism

The role of the church in tourism has changed over time. What used to be a criti-
cal, almost negative attitude emerging out of the fear of penetration of the foreign
culture and traditions of the tourists, has now changed into a more open attitude.
The church’s interest has considerably gone up as regards working with the tour-
ism industry, which is an important supporting economic pillar in South Tyrol.
“Recently, the church discovered that human also simply need some time in peace
and relaxation and can find it on their way to god.”

Also, an attitude has developed over time that the interaction of local people
with the guests can lend a positive added value to both sides. The hosts, just like
the guests, can benefit from getting to know other traditions and beliefs. The
church has also intensively engaged itself with the fact that tourism is a social re-
ality, which must be dealt with. “Tourism is a part of this social life and therefore,
must be taken into consideration. People, who wish to relax and take a vacation,
must be offered something.”

The church thus also names different destinations from a tourism perspective,
which they pursue: to give people an access to the religion, to reach people at the
vacation destination and to be a contact partner for them.

The representatives of the church are also of the opinion that the inhibitions and
prejudices that people have against the church can be resolved during such vaca-
tions, since it is simpler to talk to people on vacation and to win them over for of-
fers developed by the church.

From the tourism point of view, the church and tourism belong together. In all
three municipalities that were part of the study, the church is an essential factor
contributing to the local way of life as well the traditions and culture of the people
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living there. According to the interviewees, the church can bring added value to
tourism by showing and sharing values and traditions in an authentic manner.

“We offer the guests Feng Shui and Asian wellness and have no clue about it.
The church on the other hand has been our way of life — we South Tyrolean people
are religious people.”

The Church as a Service Provider in Tourism

In the three sites of the study, the church had offers that were not primarily tar-
geted towards tourists, but were still taken up by them as tourist attractions. The
following offers were mentioned by the interviewers:

e Church service

e Church and city tours

e Religious symbols: wayside shrines, chapels

e Church concerts

e Meditation paths

e Processions

e Possibilities for conversation and confessions

e Possibilities for discussions, being a contact partner

e Museums and exhibitions with specialist guides

The offers pertaining to church services and confessions are the most popular ones
for tourists and are often made us of. “We ascertained that 70 % guests and 30 %
locals attended the high mass. In peak tourist season, the churches are full. The
guests also take advantage of the confession possibilities, because on a vacation,
people come to seek peace, have time and can then speak up in the anonymity and
confess things. For once, they also have the time and peace of mind to finish off
something. However, even without taking up any specific offer, a visit to the
church, the cemetery and the surrounding area is a fixed part of the travel for most
of the guests. The processions are also well-visited by the guests, although in most
of the municipalities they are directed towards the local public. Many guests par-
ticipate in the Thanksgiving festival procession, because they want to be a part of
the tradition even though they have nothing to do with the harvest. They simply
want to live the tradition with the locals once and not just read about it in the bro-
chure. The basic difference is the country of origin of the guests. The Italian vaca-
tioners take up the church offers more frequently than the German guests.”

The three municipalities also have exchange relations between the church and
tourism. The church contributes in designing the tourist products and offers and
also comes up with its own offers, which are meant especially for the tourists and
which are then also designed with the help of the tourism sector. Tourism products
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are developed, which have church related contents, such as a tour of the different
churches in a given area or guided tours in the Brixen cathedral area. In this case,
the religious components offer an added value to the tourism products. The Dolce
Vita Hotels, a service provider group of hoteliers in Naturns, for example, have been
offering massages by Monks from Tibet for several years now. On the other hand,
walks that are guided by a priest in Naturns have a special value and meaning.

“Hike up there in the evening, in snow; light a candle, stop for a moment; it
certainly gives you something. When you are up there, by yourself, it is of course
beautiful, but to add to that, when you are also accompanied by a priest, it is sim-
ply a tremendous experience.”

The tourism sector involves the church in the development of products and of-
fers as well. In all municipalities, there is a very good system of cooperation e. g.
for guided tours, organ festivals, walks or concerts. Products are also developed
together, for example the Jesus-Besinnungsweg (Meditation Walk) in Naturns or
the “Music and Church” initiative in Brixen.

“Instead of fireworks for New Year’s Eve, our guests together with our priest
go on the Jesus-Besinnungsweg.”

Tourism associations advertise the church and the common offers by actively
involving the church as well. The church is incorporated in the programme calen-
dar of the tourism associations or displayed in the tourism offices; brochures are
also designed together.

The church can contribute towards the development and designing of tourism
products. Its competences lie in the authenticity, credibility and mediation. “The
church can properly organise festivals and stage them authentically.” The church
can “provide services to the people and make the people the focus of their
thoughts.” Furthermore, the church takes up an important position as the preserver
and mediator of cultural, historical and spiritual values.

Although all interviewees confirmed that the cooperation between the church
and tourism in the studied municipalities worked very well, not all cooperation
between the two is free of conflict. The tourism association of Brixen, for exam-
ple, directly advertises offers such as the combination of a museum visit, partici-
pation in a procession and the overnight stay. This is opposed by the church say-
ing that processions may not be turned into theatre, “when there are so many spec-
tators around, taking pictures and making videos, I feel like I am in a zoo.”

Overall however, the cooperation and networking between the church and tour-
ism is looked upon as a positive development. The church brings in the knowl-
edge, which can lead to renewed contemplation and discussion of various topics.
The church also often gives the much-needed boost to different themes and devel-
ops ideas, which could then be turned into new products, if communicated with
the tourism organisations. The tourism sector on the other hand, knows its target
group, the tourists, far better and can reach them better. Cooperation with the ho-
teliers is of great importance for exchange of information. The hotel owner has a
decisive role to play, since he has a personal connection with the guest and also
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takes upon a certain amount of an exemplary function. “If he goes to the church,
the guest will also want to go to the church.”

The church and tourism are also networked to such an extent that the represen-
tatives of both sectors in all the studied municipalities meet regularly and ex-
change ideas. This is done at a formal level, e. g. by the church participating at the
yearly general meetings of the tourism associations, but also informally, the two
sectors keep contact by meeting at a personal level. It is in small municipalities
that the close networking and exchange works especially well, since it is often at a
personal level, wherein for example, employees of the tourism associations or ho-
teliers cooperate in the parish in the most varied ways.

5 Conclusion

The church in South Tyrol clearly recognises the value change and resulting criti-
cal attitude towards the church, but at the same time, it also identifies the spiritual-
ity trend and the accompanying willingness of the tourists to take out more time
for their personal objectives. The vacation time in particular offers the option to
“break away from the anonymity of everyday life” and to search for “reflective
encounters”. This brings along the increased interest of the tourists for the lifestyle
of the local public and the wish to experience their traditions and customs. The
results of the study show that those offers and products, which were not primarily
developed for tourists and therefore seem to have higher authenticity, have great
demand. The one thing that the guests value the most is the chance to experience the
traditions at their vacation destinations. Of the different offers that have been men-
tioned, church service has been appraised as the most significant ones. For the guest,
it means “the confirmation that I have been accepted there, I am a part of it.”

“The guest is thankful, when he is acknowledged during church service, incor-
porated and then permitted to take part in the church life, and thus take along with
him a part of the culture of his vacation destination.”

The representatives of the church state that church service, festivals or concerts
can help bring out the spiritual side and to find spirituality. The form of the offer
is not of prime importance here. It is the authenticity that is expressed by the
church offers that matters. The church acts out of the inner beliefs and that is what
the guest seeks and feels. “Take a concert, for example, you just know if it is
about the beliefs or plain music.”

The “church” as a place as well as the church service is so loved, because it
gives one the peace and time to think.

“I go to the church, close the door behind me and enter silence, I know that no
one is going to disturb me here and I am really here just for myself, and then if I
get to attend a mass, even better.”
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These statements yet again underline the meaning of the offer category of the
church structures, or the spiritual places, which can be made accessible through
tours. Here, the church steps into the shoes of the cultural bailee and a cultural heir
and functions as a knowledge bank and culture mediator through the guided tours.
What is important and valued in that is that the knowledge about these specific
places and their history is not only presented, but passed on with great conviction.
In this regard, the church can bring in added value for the tourism product. In gen-
eral however, when the church is active as a service provider for tourism, their re-
lationship and inner conviction about these offers must be in place. “The motiva-
tion should not be simply to whip up something for the guests, because the guest
senses that.” The more authentic and convincing the church is, the more meaning-
ful seem the offers. “The authentic is not difficult to sense; it has a spark.”

This has also been confirmed by the tourism representatives. Authenticity is an
important aspect in spiritual offers. “It needs someone, who knows their way
around with spirituality, because “one is only good at what one actually knows.”
This is the special competence of the church, which is hardly to be found in this
form with the usual tourism service providers and only a handful of service pro-
viders in the field of spiritual tourism offer it. What is important is that the guest
should be “received and taken along”; his interest in the topic must be increased
and he should be motivated to give in to this new world. Here, again the compe-
tences of tourism are required. Successful offers in spiritual tourism are, after all,
built on the foundation of cooperation between the church and the tourism indus-
try. The following table describes both forms of cooperation that have been ob-
served in the study:

Table 1. Forms of cooperation between the church and tourism in South Tyrol

Area of Cooperation Sales Product and offer development
Time aspect Sporadic/regular Sporadic/regular

Area aspect Local Local

Intensity Exchange of information Joint working

Number of partners/ Bilateral connection Bilateral connection
Cooperation structure

Source: With reference to Zentes/Swoboda/Morschett, 2005

The existing cooperation is mostly simple, of bilateral nature and restricted to the
local actors. If the cooperation is not restricted time-wise, then they are mostly
considered sporadic. A regular and continual cooperation, which often concen-
trates on specific events that are repeated, are basically identifiable. One differ-
ence is apparent only in the exchange relations, which is far more personal and
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informal in smaller municipalities. A comprehensive, integrated, strategic product
and offer development was not to be seen in any of the municipalities. The major
fields of cooperation were sales promotion, i. e. mainly the incorporation of church
offers in the tourist programme calendar and the exchange of brochures with the
local tourist offices. As regards the common product and offer development, pro-
grammes and events, cultural tours and study tours, walks, seminars or educational
programmes and wellness offers top the charts. Various forms of cooperation are
observed here.

The interviewees readily agreed that the church and tourism should cooperate
and mutually use their competence for each other’s benefit. This finding elimi-
nates the risk of the church losing sight of its profile and its actual tasks. Both
sides see the need to coordinate and good reason and necessity to cooperate, but
still remain independent of each other.

In the three municipalities investigated, the interviewees agreed that the church
must make its presence felt and bring the traditions and history to everybody’s no-
tice. In addition, the church should also offer information and background knowl-
edge and should also “not fear pointing out to the religious facts”. This is because
a vacation also means a chance for the church to tear down all fears of contact
with church offers and to win over takers for church offers.

The exchange with the host and his incorporation in the development of new
offers plays an important role, since he has the most intensive contact with the
guest. At this point, the guests can be received and taken along.

It was agreed in a consensus that the church can offer quality of life through
spiritual relaxation. If you are accepted as a guest and made to feel at home in
the community, then you don’t need any special offers or advertisement for spe-
cial offers.

“Then I don’t need anybody on the vacation, who comes to me, instead I can find
out something by myself.” It is not “refined” spiritual products that are required,
what is important is to explain to the guests clearly as to what the church already has
on offer. It is important to reach out to the guests and take out time for them. Allow
them to be a part of the local traditions and explain the same to them. The prerequi-
site for that is obviously that the locals should know to treasure and live their tradi-
tions and should not let these become a tourist attraction. Here, it is also important to
make sure that the tourists and locals are not restrained to different structures, and
instead reach both target groups with more flexibility and cooperation.

Against this backdrop, every municipality must think about the question: “What
kind of offers do we really need, what is really necessary?”

Principally, there were no big differences evident between the three municipali-
ties, although they seemed to project different objectives as regards the church and
tourism working together. In all three municipalities, the church is a fixed compo-
nent of the public and private life, which also includes tourism. Thus, the results
of this qualitative study are applicable to other municipalities and regions and
other frameworks only to a certain extent.
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6 Future Prospect

As shown in figure 2 and table 1, there are different exchange relationships be-
tween the church and the tourism branch. By means of cooperation, competences
can be increased and new knowledge can be acquired. A further step would be to
form a working group for continuous cooperation. An example is the formation of
the working group “Spiritueller Tourismus in Sachsen-Anhalt” (Spiritual Tourism
in Saxony-Anhalt) in 2000, which was an initiative by the German Ministry of
Economic Affairs. This group incorporates the representatives of the Protestant
and Catholic Church, the public marketing company of the state and the state min-
istries of Culture and Economic Affairs of Saxony-Anhalt. The example shows
that the cooperation must not remain restricted to the church and the tourism
branch; it can instead also incorporate other branches that are related to spirituality
in some way or the other such as art, culture and farming.

The development of spiritual tourism in the municipalities could later be turned
into a strategic product development. Figure 3 shows the process of a strategic
product development in context with spirituality and tourism.

These empirical findings show that a common value basis for spiritual offers is
available in all three municipalities in very distinct forms. In the cathedral city of
Brixen, it is omnipresent and thus also present as a theme. However, in the other
municipalities as well, as is often the case in South Tyrol, the previously mentioned
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Fig. 3. Process of strategic product development in context with spirituality and tourism
Source: Pechlaner, 2010
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visible symbols of the church, religiousness and spirituality in addition to the
churches make this topic very noticeable. Thus, the main requirements for the suc-
cessful expansion of products and offers in the field of spiritual tourism in the
three studied municipalities of South Tyrol are fulfilled.
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Spirituality and Health Tourism

Alexandra Graf

1 Introduction

Health tourism — as part of the health sector and motor of the tourist industry — in
its various forms is among the long-term growth markets in Germany. Numerous
suppliers have adjusted to this development by offering a wide range of products
and services, therapies and programmes both where people live and in holiday
destinations. Given the multi-layered competition, every supplier has to obey the
following: To attract new guests and keep the regular ones, you have to have a de-
tailed knowledge of your target group and their interests; you have to know how to
best reach and gain them as your customers.

Because of this, it is of vital importance to stay up-to-date, spot trends and ad-
just your products and services to suit the market.

2  The Growing Market for Health Tourism and
Spirituality

The tourist industry represents a continuously growing market in the quest for
something new. Currently, vacations with religious or spiritual motives are emerg-
ing as the latest trend. The term “spirituality” in particular already has the status as
one of the latest “buzzwords”.

Spiritual vacations, spiritual events, holistic wellness and even a spiritual coach
are on the agenda. After the megatrend for “health”, the question remains whether
there is now going to be a megatrend for “spirituality”.

The Institute for Leisure Economics (Institut fiir Freizeitwirtschaft) in Munich,
Germany, asked itself the same question and took a closer look at the relationship
between spirituality and health tourism.

The Institute for Leisure Economics in Munich has been dedicating itself for
more than 30 years to market research and marketing consultation in the field of
tourism and leisure and has been focusing on health tourism in all its variations for
10 years and more.

The study “Marktchancen im Gesundheitstourismus” (Health Care Tourism of
the Germans until 2020) first published in 2002, with a second edition in 2008 and
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the documentation about health holidays which was first published in 2006 and
again in 2010, provided the industry with valuable information about the devel-
opment of the market trends and its customers.

The following results are based on the 2008 study. This large-scale empirical
data collection was carried out in two stages:

e During the first stage, approximately 25,000 Germans were representa-
tively selected and interviewed on the telephone about their interest in
health and spa treatments. In that way, about a 1000 people interested in
the treatments were filtered out to become “competent” interviewees for
the second stage.

e During the second stage, these interviewees were asked in great detail
about their experiences and future interest in various treatments.

At the moment, spiritual tourism is mostly associated with cultural tourism, even
though spa and health tourism also provides some interesting approaches to this
niche market.

In Germany, the growing popularity of religious motivated travel received a
large boost from the 20th World Youth Day 2005 in Cologne, with more than
800,000 registered pilgrims, and from the bestseller “I’'m Off Then. My Journey
Along the Camino De Santiago” (Ich bin dann mal weg: Meine Reise auf dem Ja-
kobsweg) by the German comedian Hape Kerkeling. With more than three million
copies being sold since it was published in 2006, it is the most successful German
non-fiction book of all times. In 2007, the number of pilgrims rose by 17 %, which
equals the total increase of the preceding seven years. This phenomenon has been
called the “Kerkeling-effect”.

In addition, “Pilgus”, the first fair for pilgrimage and religious tours in Europe,
took place in Mainz, Germany between the 23.-26. April in 2009.

Also notable is the fact that the German National Tourist Board (GNTB;
Deutsche Zentrale fiir Tourismus, DZT), is already advertising Germany in other
countries as a spiritual destination with “spiritual travel” to monasteries and magi-
cal/mythical places and it provides pilgrimage routes on its web site.

2.1 Possible Causes

In an achievement-oriented society, where people are under enormous pressure to
perform and employees have to prove constantly that they deserve to stay on the
pay-roll; at a time where there are happiness pills to make people more efficient
and at the same time make them feel happy, regardless of whether body, spirit and
soul can actually keep up with it; where globalization, mechanisation and accel-
eration dictate the market, more and more people are feeling completely burnt out.

The increasing strain of everyday life is causing people too much stress, a fact al-
ready reflected by society’s decline of mental and social health. According to a
study of the Institute for Social Sciences in Munich (Institut fiir Sozialwissen-
schaftliche Forschung, ISF), every second employee in the IT and technology sector
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is feeling overstrained. A survey by the German health insurance company DAK in
2009 found that in Germany, two million employees are taking psychotropic drugs
in order to be more able to cope with their work and a WHO study found that
worldwide, every fourth visit to a doctor is now due to psychiatric problems.

According to the Institute for Leisure Economics’ survey “Health Care Tourism
of the Germans until 2020” (Der Gesundheitstourismus der Deutschen bis 2020),
every third interviewee answered the question “...are you suffering from health
problems” with “exhaustion, tiredness and a decrease in performance” and “nerv-
ousness, stress”. In 2002 it was only every fifth person.

For suppliers of the health tourism industry, this statement does not provide
enough information. They need to know how willing these exhausted, tired and
worn out people are about doing something for their condition during their holidays.

The survey shows that 60 per cent of the interviewees who are feeling nervous
and stressed out and 54 per cent of the interviewees who are feeling exhausted are
willing to do something about it during their vacation.
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Especially in this fast-moving world, which is busy and hectic both at work and at
home, an ever increasing number of people are developing an ever greater longing
for

e Meaningfulness

e Worthwhile events

e Spiritual relaxation

e Mind relaxation

¢ Going into one’s inner core

e Slowing down
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e Themselves and

e Nature

68 per cent of men and 65 per cent of women expect calm and peace of mind from
their health and spa vacation.

If one looks at the data sorted by age groups, it becomes very clear that among
the 20-39 year olds and the 40-59 year olds, the expectation for calm and peace of
mind comes top of the list.

Places of silence and tranquillity are getting more important. People are looking
for places to recharge their batteries and for self-reflection. Motives such as self
discovery, to find one’s own centre, to become introspective, to bring the soul into
balance and to experience silence, are named repeatedly.

With regard to the subject of “spirituality and health tourism”, present day
spiritual trends in society should be an integral part of health-oriented tourism.

2.2 Possible Travel and Accommodation Offers

Accommodation in the health tourist sector has developed into providing a wide
range of possibilities, spanning from traditional spa hotels to modern (medical-)
wellness hotels and beauty farms, catering for every taste and offering matching
programmes and therapies.

With spirituality becoming a segment of health tourism, the range of travel
packages and types of accommodation continues to expand.

One can already find the following offers relating to this type of holiday:

e Vacations at spa hotels managed by holy orders

e Vacations in convents offering health and spa treatments

e Stays at monasteries

e Pilgrimages

e Meditative hiking- and adventure travel

e Travel to spiritual centres

e Travel to (ecclesiastical) seminars and educational facilities

e Travel to shamans and spiritual healers

e Travel to places of energy

2.3 Possible Theme Worlds

In the process of elaborating concepts and formulating holiday offers in the field
of health tourism, three pillars have become prevalent:

Relaxation, nutrition and exercise, and for the spa area there is the additional
pillar of beauty. The partitioning can also be done according to e. g. therapies and
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cures, massages, heat treatments, baths and mud packs, anti-aging-programmes,
etc. The development of Theme Worlds has also become a very popular starting
point in the style of Kneipp’s five pillars of therapy: hydrotherapy, phytotherapy,
kinesiotherapy, dietetics, regulative therapy or in short; water, herbs, exercise, nu-
trition and balance.

Depending on whether a health tourism enterprise wishes to serve an additional
niche, themes, or pillars, such as nature, sociability or culture can also be added.

“Health is a state of complete physical, mental and social well-being and not
merely the absence of disease or infirmity” (WHO).

Looking at how and what is practiced in the health and spa sector, it can be
seen that the main focus is on the physical well-being of guests. Of course the
connection between physical well-being and mind and soul are not being ques-
tioned here but the reason why people from western cultures are treated this way is
that it is an easier way to introduce them to this field.

The possibilities that spiritual holidays provide, i. e. offers which aim to have a
positive effect on the guests’ mind, soul and well-being, remain for the most part
untapped.

Corresponding, possible Theme Worlds for spiritual offers for example include:

e Pastoral care & counselling

e Creativity & personality development
e Faith & health

e Shamanism & spiritual healing

e Self-awareness & self-discovery

e Meditation & yoga

e Retreats & search for visions

e Healing & health

2.4 Possible Spiritual Offers

Compared to five years ago, the number of offers in the health tourism industry
has multiplied. Whereas previously, only traditional massages were known e. g.
whole body and back massages, nowadays there are all kinds, from honey mas-
sage, hot chocolate massage to herbal stamp massages and Lomi-Lomi. In 2002,
there were just 74 offers which were surveyed for the first study of the Institute for
Leisure Economics, but now there are already more than 200 on offer.

However, not only the number of offers has gone up, guests are also far more ex-
perienced in health and spa offers compared to a couple of years ago. Furthermore, it
can be seen that especially among the younger generations the willingness to try
health and spa treatments has increased. More interest has particularly been noted
for treatments focusing on energy and pulsations such as Reiki and sound massages.
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With reference to the last point, companies specialising in health tourism are
being given greater opportunities to extend their product and service range with
spiritual offers. However, the prerequisite is — here more than ever — that it fits the
philosophy and attitude of the company. For the development of such offers it is
hence recommendable that they:

e are meaning-oriented,

e are values-oriented,

e are sustainable,

e are without moral and dogma,

o let people experience spirituality,

e ‘“teach/practice” spirituality.

The following table shows part of a possible spiritual offer:

Table 1. Possible spiritual offers

Spiritual Offers ...

...with nature & exercise ...with counselling

o pilgrimages o talk with pastoral worker
o meditative hiking o talk with shaman

o meditative walking o talk with spiritual coach
...with music ... with creativity

singing mantras

meditative painting

e chanting, tones o ikebana

...with physical exercises ...with spiritual exercises

* yoga o spiritual exercises (in silence)
o taichi o contemplation

o meditative dances o meditation

e circle dances

trips to shamans

When developed and target oriented, spiritual offers, as part of holistic health offers,
can:

e provide support on shaping one’s life,

e give meaning and orientation,

e support on how to handle everyday life,
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e provide support on how to cope with diseases,
e lead into one’s innermost depths,

e help to find peace of mind,

e help to discover who one really is,

e help to formulate one’s own life-plan,

o help the healing process.

3 Conclusion

It remains interesting to see if and how spa-towns, health and spa hotels, rural re-
gions, monasteries and other service companies operating in the fields of spiritual-
ity, health and spa are going to tackle this subject in the future. Potential for health
tourism is already visible.
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Business Travel Management: Everything
Remains Different! Post-Crisis Strategies

Stefan Vorndran

Vacant departure terminals, empty hotel lobbies, silent phones in travel agencies.
The travel ban at major companies during the financial and economic crisis
2008/09 impacted the entire business travel industry. Airlines, car rentals, hotels
and business travel agencies’ sales were suddenly down by up to a quarter — a real
disaster for an industry that has some influence on the national economy. Accord-
ing to information provided by the IATA (International Air Transport Associa-
tion), the airline industry alone carries more than 2.2 bn passengers p.a. world-
wide, thus generating almost 32 m jobs.

For many business travel companies, the drop was sharp and unexpected. After
all, the first part of 2008 had seen a most gratifying business pattern. Some com-
panies even dreamed about their best-ever result. The hotel industry had seen a
boom and even invested in new hotels. The airlines had felt the same. Their pre-
mium classes had been much coveted; a lot of routes had been added and business
travel agencies’ services had been in high demand. There was also a real shortage
of staff. During this time travel managers had been dealing with topics like CO,
reduction and comfortable solutions for frequent travellers.

1 Travel Managers’ Moment of Truth

It all went well until the Lehman Bros. insolvency triggered a meltdown and the
share prices of all companies followed suit. The response on the major companies’
top floors was swift: Cut expenses, save money at all costs, as it were. It goes with-
out saying that this radical approach also included travel expenses. After all, in ma-
jor companies these are normally considered to be their third largest cost item.

For travel managers the crisis was the moment of truth. They had to cope with
the difficult task of applying the travel expense brakes in order to generate savings
in the short run. Targets of cuts by 50 per cent or more were certainly no excep-
tion. At the same time, there was an opportunity to shape how travel management
is being perceived as an organisational unit in a positive fashion and to show its
active positive contribution to the company’s earnings. Travel management thus
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obtained an entirely new status in the eyes of the management, purchasing de-
partments and the travellers themselves. There are many courses to be set in effi-
cient travel management. To mention only a few: a pooled purchasing of travel
services, an introduction of travel policies or strategic partnerships with service
providers. The crisis has meant that many companies had to play to that new tune
for the very first time. What’s more: The individual measures were fine-tuned
whenever possible or an entirely new course was set. This includes a stricter and
more consistent enforcement of travel policies, using air miles, less comfort on
trips or even doing without business trips altogether. And, of course, this is not
about travel management alone. Things like fleet and event management have also
come under scrutiny. Providers of video, web and telephone conference solutions
are indeed seeing much growth in sales.

2 Business Travellers Soon to Be Extinct?

Will business trips become redundant because we can meet our customers virtu-
ally on a screen any time we want? Will the cultivation of networks only be done
online, on social platforms? Of course not, but the industry will certainly have to
brace itself for a sustainable change in business travel. After all, this crisis is not a
mere dip in an otherwise ever climbing graph like the one after 9/11 or SARS.
This crisis is shifting cornerstones of our industry and will put all providers’ busi-
ness models under scrutiny. Let’s face it; there have been alternatives for a long
time already. Given our state-of-the art communications technologies and a grow-
ing affinity among users, an ever higher number of meetings, trainings or product
presentations are done online these days. Conventional business trips still take
place, but consumers are showing a change in behaviour. Instead of taking a plane,
a car or a train will do, economy class instead of business, and a hotel with less
stars are also good enough. Companies employ alternative transportation strategies
and are content with less comfort, particularly on domestic trips.

So what are the post-crisis strategies? We seem to have the worst behind us
now and the global economy is slowly recovering, with the emerging markets in
Asia leading the way. However, there will be no swift return to past habits. After
all, many companies have seen what savings can be made in business travel and
will therefore continue with the measures implemented during the crisis. Yo-yo
effects are thus very unlikely and that means that all providers will have to come
to terms with this new normality and adapt their business models accordingly.
This is happening wherever you look. In order to be able to survive in the medium
term, massive cost cutting and efficiency programmes have been implemented,
target groups questioned, and prices and products have been adjusted. Just think of
the restructuring of service classes on many airlines which includes chargeable
luggage or guaranteed fares without a reservation. We also see more commitment
in the so-called emerging markets in order to reduce one’s dependence on regular
markets.
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3 Purchasing Power Versus Fulfilment of Contract

We all know that every crisis is also an opportunity and this is one for travel man-
agement. As those who manage corporate mobility, travel managers now have an
even tighter hold on the reins. Their services turned out to be indispensable during
the crisis and their position in the company was strengthened. This is a good basis
for more. There couldn’t be a better time to come up with creative cost-cutting
concepts and strategies and to also implement them. One of the most important
components for a successful change management has now been established: the
management’s support. If new strategies are appropriately communicated, travel
managers will also have the understanding of the staff.

Another plus are the excellent starting points when negotiating with service pro-
viders. The drop in demand has also meant lower prices. In addition there are excess
capacities, in the hotel sector, for example. Hotels built before the crisis have entered
the market and this also means lower prices. For this reason it might make sense to
use existing purchasing advantages and to negotiate rates for the long term before
prices see another increase. At the same time, the total reservation volume of com-
panies is also declining and good terms previously negotiated have now come to
nought. Focusing on a small number of suppliers is, in this case, the right strategy.

However, fair prices are always a matter of perspective. After all, a decline in
the number of reservations or a reduction in comfort at the end of the day also
means that agreed upon volumes are not kept and discounts thus no longer apply.
Up to now, the business travel industry has not asked for a refund of the price dif-
ference. But why not? Paying refunds on previously granted discounts if a volume
has not been reached is quite common in other industries. It’s only in business
travel that these laws don’t seem to apply, although, given huge utilisation fluctua-
tions and one-sided contracts, it is this trade in particular that needs much planning
dependability.

Currently, the Travel Management Companies (TMC) usually grant major cus-
tomers discounts for every single transaction at the point of sale. At year-end, a
rude awakening occurs if agreed upon volumes have not been bought. What we
need again is a complete refund payment at the end of the year. Individual transac-
tion fees can then be invoiced in full in the course of the financial year and make
for a safe cash flow.

In the end, purchasing power and fulfilment of a contract will only be in equi-
librium if there is a real partnership. Unfortunately, purchasing managers and sales
managers sometimes don’t see eye-to-eye on this: It is very short-sighted if a pur-
chasing manager uses his power to such an extent that will ruin his or her partner.
To use a quote attributed to the English art critic and social reformer John Ruskin
(1819-1900): “...It’s unwise to pay too much, but it’s worse to pay too little.
When you pay too much, you lose a little money — that is all. When you pay too
little, you sometimes lose everything, because the thing you bought was incapable
of doing the thing it was bought to do. ...”.
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4 Qualified Advice Makes the Difference

With travel-related services in particular, competent and service-orientated spe-
cialists are a decisive part of the added value. All staff in this industry who serve
their customers in a professional and motivated fashion deserve respect — be it in
the hotel industry, at the car rental counter, on a plane or in a travel agency. How-
ever, well-trained and motivated staff also have to be paid well or they will look
for something else and leave the industry. A so-called “specialist drain” to other
areas definitely took place over the past few years. At the same time, new, young
staff which is anyway in short supply are considering whether earning opportuni-
ties in the travel industry will suffice in the long term.

If you reflect upon, for example, how companies benefit from the qualified ad-
vice given by a business travel specialist, what the service fee will finally amount
to cannot be considered the decisive factor. Such fees only make up three to four
per cent of the total travel costs. What is much more decisive are a business trip’s
direct costs. And to make these manageable, we need people who know their way
around the maze of fares and understand how it is all interconnected.

More evidence of the real value of a partnership with a TMC is provided by cri-
ses. The chaos caused in international air traffic by the eruption of the Icelandic
volcano Eyjafjallajokull has shown how important competent contacts are in case
of an emergency. A crisis management plan that can be activated quickly ensures
that service centres are accessible and that an effective communication with cus-
tomers is achieved. The interplay with efficient technical solutions, for example in
reporting and telecommunications, allows business travel agencies to find travel-
lers all over the world, contact them and support them in a pro-active manner.

Business trips, corporate events and incentives have always incurred costs and
required time. When the economy is suffering a downturn, conventional trips and
events are soon regarded as nothing but cost factors. However, such trips and
events are an investment — an investment that pays off. Let’s not forget that travel
connects people, develops and cultivates customer relations and motivates staff.
Travel thus contributes to the attainment of the company’s objectives.

Caught between cost efficiency and business success, a traveller’s needs must
not be forgotten. Flying long-haul in economy or having multi-hour stopovers
doesn’t necessarily make business travellers reach their destinations in an alto-
gether refreshed and relaxed state. On the other hand, they are supposed to be
highly efficient when meeting their customers and suppliers. It is therefore under-
standable that frequent travellers thus affected might rebel and that excessive trav-
elling is considered to be the job’s downside.

The patterns and events over the past few months have made it evident that
nothing is as permanent as change. The erratic economic pattern has meant that,
against a backdrop of multi-million cost items, business travel is no longer re-
garded as per se sensible and expedient. Travel managers now have the opportu-
nity to come up with creative cost-cutting concepts that also take account of the



Business Travel Management 235

staff’s needs. Doing without corporate mobility altogether in the long run will not
make much sense. Both staff motivation and customer relations will suffer — and
suffer a lot. The recipe for success is to avoid trips in an intelligent manner and
not to dogmatically reject all business travel. This requires the use of modern
communications technologies and dependable strategic partnerships with opera-
tors and travel service providers. If this mix is achieved, all those involved and
affected can look forward to a bright future and empty departure terminals and ho-
tel lobbies will be a thing of the past.






Controlling the Real Costs of Mobility

Ewald Brochhausen

1 Dimensions of Business Travel

When analysing the costs of mobility often only single aspects like costs of travel
means or process costs are taken into account. But this restriction to single cost
categories will lead to wrong economic decisions and inefficient allocation of the
production factor human resources.

One goal of economic activity is the production of goods and services that are
offered and sold on the market. Alongside real assets, human work is also used as
input in production of goods and services. These production factors have to be
available at the place of production. For human resources this means that the em-
ployee has to be mobile and has to offer his services at the place of delivery. Im-
portant economic functions are, when looking at this in a more abstract way,
transport, storage and resourcing of human manpower. That would be the terminol-
ogy if considering human resources as material good. When talking about providing

~.
< Costs ) Controlling
Technology
Security
Mobility = Hospitality Event
Fig. 1. Dimensions of business travel
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human resources we will use terms known from business instead. The three main
questions involved here are: How to go, where to stay, what to do. Not all of them
are relevant in a concrete situation.

In business travel these three main processes can be identified as mobility, hos-
pitality and event. When analysing these main processes there are cross functions
like security, technology and controlling. In this article the focus will be on the
controlling of costs of the mobility process. The mobility of employees is an es-
sential economic prerequisite for generating a value added. Mobility is often the
most important part of business travel analysis because in many cases it covers the
largest part of the total costs.

The economic principle postulates that the output should be maximised with
given costs, respectively costs should be minimised with given output. The effi-
ciency of the production process is often derived from the balance sheet, but a
simple one step cost analysis does not cover all aspects of economic efficiency.

2 Cost Categories

If an employee is working from his home office with integrated living and work-
ing situation clearly there are no costs for mobility. For providing human work-
force no change of place is necessary. But this situation is not the common rule in
practice. Generally the employee has to travel to some degree to get to his work-
place. The travel time to his regular workplace is not paid in most cases, an exam-
ple of shifting costs of providing human resources to the employee. The costs of
means of transport are partially reimbursed by the companies or partially subsi-
dised by the government for example by tax rules. Also organising travel/transport
from home to the permanent working place is done by the employee.

Business travel management does not deal with this travel from the home of the
employee to his regular working place. Business travel management focuses on
those trips that are necessary because of different changing places of work, e. g.
when a consultant has to visit his customers. The goal should be to maximise the
economic success respectively to minimise the costs.

These costs can be divided into four categories:

e Costs of travel services

e Process costs

e Opportunity costs

e External costs
The analysis of the cost of travel services and how to minimise the costs for these
purchased services has been the focus of discussions in the past. These costs are
often called direct costs. In general it is the goal to realise cost reduction by using

good opportunities for purchasing and to provide reporting tools for supporting
negotiations with the service providers.
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Fig. 2. Cost categories

Process costs have also been analysed in the recent years. These indirect costs can
differ greatly from company to company. This depends on the efficiency of the
processes implemented in travel management within the companies. Some aspects
here are for example credit card clearing, use of online booking engines or process
automation. Also here the first aim is cost reduction via process optimisation.

These aims of cost reduction in both mentioned categories are often linked to-
gether but they can also sometimes be concurrent goals. An optimal process for
travel management is not consequently linked with cheapest costs; both aspects
have to be regarded simultaneously.

There are also external costs that are not relevant for economic decisions within
the company because they have effects outside of the company. These costs can be
covered by other companies, for example when the travel costs for a consultant are
paid directly by the client. In this case the consultant’s company decisions are not
influenced by these costs. Another kind of cost is covered by society; for example,
if there is no tax for air pollution, the society has to pay for these costs. An exam-
ple of shifting costs to the employee can be seen by not reimbursing travel time.

The last cost category comprises the opportunity costs. Because the working
time of an employee is limited to a certain number of working hours, this time
should be used in a most efficient way. The number of non-productive time should
be minimised, on the other hand the output per productive time should be maxi-
mised. If human resources are not used in the most efficient way this will have
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also effects on the balance sheet. These effects are not as obvious as the direct
travel costs but personnel cost will be higher for companies with inefficient use of
human resources.

An employee has to provide a certain number of working hours for the com-
pany according to his working contract. As these working hours are limited this is
a scarce production factor in economic terminology. As already mentioned this
scarce production factor should be used in the most efficient way. If this is not re-
alised there will be opportunity costs in form of lost time or lost productivity. Op-
portunity costs are the real costs of output foregone.

3 Calculating Total Costs

A simple obviously exaggerated example will make it clear: If an employee makes
a business trip for an appointment with a customer using a bicycle, this will be
very cheap when only looking at the sourcing and the process costs. The costs for
the use of the bicycle can be neglected, process costs as well. Obviously our em-
ployee will need more time or could alternatively use a taxi or a train. In this case
there will be costs for these means of travel and eventually process costs. If he
does not use the bicycle, he will be able to do some other work while travelling.
The employee could prepare the next meeting, so that the travel time could be
used for productive purposes. When evaluating the costs of this work we get the
opportunity costs for using the bicycle, the costs of the best alternative use of this
scarce production factor manpower.

The first approach to determine the opportunity costs is to calculate an hourly
rate for lost time. In this example it is assumed that the traveller is an employee in
middle management with annual costs of 100,000 €. This amount includes the an-
nual salary and all other costs for this employee.

A more realistic example than the bicycle example is shown in Table 2. For
three destinations costs for travel services and travel time were calculated. When
only looking at the visible costs, taking the train will be the cheapest alternative.
But travel time uses resources in form of working time. When evaluating travel

Table 1. Calculation of hourly rate

Calculation of hourly rate of lost time

Cost/year 100,000 €
Working days/year 250
Days off, illness, etc. 50
Daily working hours 8
Working hours/year 1600

Hourly rate 63 €
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time with the hourly rate that was calculated before, it is evident that the evaluated
working time is in most cases even higher than the costs of travel services. Sum-
ming up, taking the train is now the most expensive alternative. But it also needs
to be taken into account that the use of train or plane can be to some extent pro-
ductive. Assuming that three hours taking the train and one hour taking the plane
can be used for productive purposes the costs of travel time will be reduced. Now
there is only one destination where there is a remarkable difference of the costs,
for the other two destinations the costs are nearly the same.

All three categories, costs for travel services, process costs, opportunity costs,
are only relevant for economic decisions if they are paid by the company. In case
of shifting, the costs can be partly influenced by the company, sometimes there are
legal restrictions. One goal of the enterprise could be to externalise internal costs
or to avoid internalisation of external costs.

Table 2. Costs including influence of travel time (full payment)

Augsburg-Berlin  Luebeck-Mannheim  Cologne-Zurich

Costs travel services

Train 111€ 97 € 134 €
Plane 226 € 536 € 291€
Travel time

Train 11:38 10:46 10:08
Plane 08:10 07:48 05:58

Evaluated time
Train 733 € 678 € 638 €
Plane 515€ 491€ 376 €

Total costs 1

Train 844 € 775 € 172€
Plane 741€ 1,027 € 667 €
Gain of productivity

Train 189 € 189 € 189 €
Plane 63 € 63 € 63 €

Total costs 2
Train 655 € 586 € 583 €
Plane 678 € 964 € 604 €
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The partial shifting of mobility costs to the employee is generally accepted. For
example if an employee gets reimbursed some flat rate for using his private car,
the difference of the actual real costs and the reimbursement is at the end taken
over by the employee. Similarly there could be a shift of the process costs. If the
employee does not plan, book his trip and file his expense claim during his work-
ing hours, there will be no process costs.

One essential factor when calculating the opportunity costs of a trip is the mode
for reimbursement of travel time. If travel time is only being reimbursed at 50 %
of his hourly rate this has great influence on the total costs of mobility. In table 3
the differences of the alternative travel services become more obvious. Here the
influence of the gain of productivity is evident, because the gain of productivity is
calculated with the full hourly rate of the employee.

Table 3. Costs including influence of travel time (half payment)

Augsburg-Berlin  Luebeck-Mannheim  Cologne-Zurich

Cost travel services

Train 111€ 97 € 134 €
Plain 226 € 536 € 291 €
Travel time

Train 11:38 10:46 10:08
Plane 08:10 07:48 05:58

Evaluated time
Train 366 € 339 € 319€
Plane 257 € 246 € 188 €

Total costs 1

Train 477 € 436 € 453 €
Plane 483 € 782 € 479 €
Gain of productivity

Train 189 € 189 € 189 €
Plane 63 € 63 € 63€

Total costs 2
Train 288 € 247 € 264 €
Plane 420 € 719€ 416 €
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Conclusion: It is certainly economically correct and important that travel services
should be purchased on good terms and process costs should be reduced. But be-
yond this, travel costs should be looked at in broader context. The costs of mobil-
ity are larger than those seen at first sight.






Measuring the Return on Investment of
Business Travel

Ernst-Otto Thiesing

1 Business Travel — Investment or Expense?

The discussion about the purpose of business trips makes it clear that there are two
different approaches to it. On the one hand, there is the “investment-point of
view” that is supported by a quotation from the Kellogg School of Management:
“An overwhelming majority of corporate executives (81 %) believe a slow econ-
omy calls for more contact with clients, not less.” This approach is readily quoted
to justify or defend the purpose or the necessity of a business trip.

The other point of view gives priority to the cost aspect of a business trip:
“Economic downturn caused businesses to cut back on travel and conferencing”
(Wall Street Journal Online, Nov. 2009). This approach is preferred in times of
crisis, when cost-cutting is of prime importance and when people realise that
travel costs are costs too.

So, which of the two approaches is the right one?

In order to assess this, it would be practical to first understand what an invest-
ment is and what costs are.

An investment is a payment flow that starts with an outpayment in expectation of
future returns that can be traced back to this investment. Therefore, with respect to
business trips, the question is if it is possible to assign returns to a business trip as
clearly as the expenditures. However, the answer to this question is in the negative:
particularly in case of business travel it is not possible to causally and temporarily
assign returns to business trips. Furthermore, older definitions of investments are no
longer applicable to business trips: There is no conversion of money into business
goods and a business trip provides no commitment or factor capacity.

Are business trips costs? Costs are the estimated consumption of the factors of
production for the production and sales of operational products and for the main-
tenance of the therefore required capacities. Business trips are overheads, to be
deducted from the proceeds as costs by the accounting department. Business trips
are not capitalised either.

R. Conrady and M. Buck (eds.), Trends and Issues in Global Tourism 2011, 245
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Business trips are costs, albeit with a rather investment-related character — simi-
lar to immaterial investments such as security investments in research and devel-
opment, human resources or advertisement.

In order to examine the feasibility and practicality of calculating the ROI of a
business travel, let us first understand what ROI is. ROI calculates the return, 1. e.
the success, in relation to the investment, i. e. the invested capital:

ROI = Return
Investment

The ROl is a financial ratio that gives information about the static productivity.

Considering the question as to when a business trip can be profitable and sum-
marising all the above mentioned aspects, it seems more appropriate to call it a
cost-productivity assessment than ROI.

We have learned that business trips are not classical investments but, with good
reason, need to be characterised as overheads. At this point the question arises,
whether travel management = cost management.

Considering the development of travel management, three levels of cost man-
agement can be distinguished (cf. fig. 1).

At the first level, which refers to the general travel policy of a company, lin-
ear cost-cutting is the issue at hand. At this level, the travel guidelines are tight-
ened; criteria for the usage of transportation classes and hotel classes are formu-
lated more rigorously. At this level, the wellbeing, the comfort and the conven-
ience of the traveller are the focus, in other words, it is all about “convenience
management”.

General 1st Level of cost management: convenience management
travel - Linear cost-cutting
policy - Travel guidelines

- Transportation classes
- Hotel classes
Sclcs

—

2nd Level of cost management: compaction
- Shortening of travel
- Adjustment of travel frequency

e

3rd Level of cost n g 1t: detailed 1t of travel
Efficiency increase
- Examining purpose of travel
- Examining alternatives

Individual GGy ativi
travel - Optimising organisation
= @liC,,

Fig. 1. Travel management as cost and efficiency management

Juswaseuew 1s0)

4

juswaSeuew Adualdiy3




Measuring the Return on Investment of Business Travel 247

The second level of the cost management refers rather to the individual trip: here,
the main aim is to keep the trip as short as possible and the travel frequency at a
minimum. This level might be seen as “compaction” of business trips.

The financial crisis of 2008 in particular, had left behind a clear footprint: com-
panies and travel managers centred upon the first two levels and thus factors that
could be concretely estimated, namely the costs, were in the spotlight.

The third level also refers primarily to the individual trip; however, priority is
given to the efficiency of the trip. By examining the purpose of a trip, by examin-
ing alternatives to the business trip and by optimising the organisation of the trip,
its efficiency can be increased. Nevertheless, this aspect of efficiency management
is still dominated by the cost aspect.

However, considering the problem and the benefit-cost analysis, significantly
more attention should be paid to the benefit-aspect of a business trip; in other
words, the costs of the business trip should be managed with regard to input-
output or cost-benefit ratio respectively. And with that, efficiency takes centre
stage.

How can one estimate the benefits of a business trip?

The benefits of a business trip have various dimensions, which in turn depend
on the purpose of a business trip. The benefit can be evaluated with the help of the
value-benefit analysis or the scoring model respectively (cf. fig. 2).

. 4

4

Fig. 2. Evaluation of the benefit of a business trip

The basic principle of the value-benefit analysis can be illustrated with the help of
the following fictitious example from the automobile industry (cf. fig. 3).
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| Evaluation criteria | | Importance | | Course of action |
l l ’ Mercedes ‘ ’ Kia ‘
Acquisition costs 0.25 3> 0.75 5> 1.25
Maintenance costs 0.25 3> 0.75 4- 1.0
Technical superiority 0.1 5> 0.5 2-> 0.2
Image 0.4 8> 3.2 2-> 0.8
>=5.2 >=3.25

Rating of individual criteria by points from 1 (minimum) to 10 (maximum)

Fig. 3. Value-benefit analysis — fictitious example automobile company

First of all, the evaluation criteria are listed and sorted as per their importance affect-
ing the decision. The rating of the criteria sums up to one or 100% respectively.
Subsequently, the options to be weighed are rated in points — here 1 to max. 10. The
sum of the scored points reveals the benefit. In the example, the automobile manu-
facturer Mercedes has a higher benefit value than the automobile manufacturer KIA.

2 What Is a Business Trip?

To include the efficiency aspect of a business trip, clarification of the almost triv-
ial question “what is actually a business trip?” seems to be in order.

Business trips are realised for the most varied reasons. These range from exter-
nal reasons, such as maintaining political relations and customer contacts to inter-
nally-motivated trips, such as visiting subsidiaries or travelling to project meetings
(cf. fig. 4).

It is obvious that trips are executed for most different reasons. These reasons
are also the basis of the traditional definition of a business trip: a business trip is a
temporary change of location, for the purpose of work outside the regular work-
place and residence of the traveller.

However, if one considers the reasons for business trips from a different per-
spective, it is evident that the main motive is to tap the communication opportuni-
ties. Therefore, a business trip most importantly serves the purpose of personal
communication.

Consequently, the different reasons for business trips lead to other questions:
When is personal communication important or necessary? And what are the alter-
natives to personal communication today?
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« Political influence
* Public relations

External
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* Customer acquisition
* Customer loyalty
« Conclusion of a contract

« Supplier acquisition

« Supplier loyalty

* Raising of capital

* Conclusion of a contract

* Negotiation of prices and terms

« Further training and education
* Motivation through incentives

« Daily business outside of workplace
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« Travel due to projects
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Fig. 4. Reasons for business trips
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Fig. 5 illustrates that there are different ways of communication, which, depending
on the situation, can absolutely be a possible alternative to a business trip. These
alternatives for communication differ in regard to their costs and their benefits.

The associated problem is to determine which costs and which benefits are re-
lated to the different ways of communication. This obviously also applies to per-
sonal communication on a business trip. The benefit-cost analysis is instrumental
in determining whether the individual business trips are substantially and eco-
nomically reasonable.

3 Model to Evaluate the Efficiency of a Business Trip —
Prototype

To answer the question of the benefit-cost relation, a model was designed to deter-
mine the efficiency of business trips. Based on a model of value-benefit analysis (cf.
fig. 3), a scale of efficiency of business trips is calculated. The model explicitly in-
cludes the cost evaluation, benefit evaluation of the travel or the alternative ways of
communication as well as the reason and the purpose of the trip (cf. fig. 6).

The model explicitly takes the dimension of the benefit into consideration and
hence allowing the evaluation of efficiency of an individual business trip through
a rational analysis. In the model, alternative ways of communication can be con-
sidered and analysed. The model is easy to apply and gives clear guidance.

Therefore, it represents a first step from the pure cost consideration of a busi-
ness trip to a cost-benefit consideration, i. e. to an analysis of efficiency. We thus
simultaneously close in on the question of the “ROI” or the “returns from a busi-
ness trip” and that of “when is a business trip profitable”.
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1.
() Importance of success of a business trip as a whole: above-average important
(2. Importance Success Assessment
Target Group Objective of Business Trip of Subgoal | (To what percentage was
in% the objective achieved?)
customer acquisition 30 61-70 % of objective achieved
sales market customer loyalty 50 71-80 % of objective achieved
conclusion of a contract 10 objective not achieved (0 %)
supplier acquisition 0 not an objective
supplier loyalty 0 not an objective
é procurement market |raising of capital 0 not an objective
pel conclusion of a contract 0 not an objective
g optimising prices and terms 0 not an objective
@
S further training and education 0 not an objective
o employees " ) . s
= positive effects of incentives 0 not an objective
3
§ daily business outside of work place 0 not an objective
V|| enterprise (internal) |branches/subsidiaries 0 not an objective
v travel due to projects 0 not an objective
political influence not an objective
enterprise environment |public relation not an objective
image and prominence promotion 21-30 % of objective achieved
100
(3.) Travel costs compared to similar
trips (0 = expensive ... 10 = 3
cheap)
cost consideration (0 ... 100 %) 30 Total of both fields must be
benefit consideration (0 ... 100 %) 70 100 %!
success assessment of the trip 6.4
(0...10) '
efficiency of the trip in [ %] = 53.80 %
efficiency of the trip for the
whole
enterprise expressed in points 51.55 P.

Fig. 6. Model to determine the efficiency of a business trip — screenshot of the prototype






Event Controlling and Performance Measurement

Stefan Luppold and Hans Riick

1 Introduction

1.1 Problem Outline

Events are a relatively new communication instrument and their effectiveness and
efficiency have been hardly explored yet. Nevertheless, the economic importance of
events has continued to grow in the course of the recent one and a half decades (cf.
fig. 1). This has raised an increasing interest in the possibilities of event performance
measurement in order to keep the fast growing event budgets under control.

2007 2008 2009 2010 2011 2007 2008 2009 2010 2011
27 !
24 Total Vol. 2.08 2.26 1.99 224 245
2.4 \ i
1.8
06 Customer Events 0.43 0.48 0.45 0.53 0.60
| Corporate Events 0.44 0.49 0.49 047 0.53
0.5
|
| ‘ ‘ Public Events 0.44 044 0.33 0.39 041
o4 /\
0.3 Char. Soc./ Cult.
9 L—"1 = Employee Events

Rounded average value in billion Euro; interviewees: top spender, medium-scale enterprises, agencies

Fig. 1. Development of various categories of events until 2011
Source: FME 2009, p. 5

The lasting “event trend” has been caused by various elements; most importantly
the increasing leisure time and experience orientation in demand, but also — espe-
cially with regard to marketing events — the decreasing effectiveness and effi-
ciency of classic communication instruments (cf. Esch 1998, 2009). Growth limits
for events have only occurred in short terms due to economic downturns; yet the
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main driving forces for economic growth are still highly effective and the long-
term growth trend remains stable. That is why the topic of this article might be of
lasting relevance.

1.2 Clarification of Terms

Before we turn our attention to the possibilities and limits of event controlling, it
is necessary to precisely determine the object of our investigation — which has not
received, so far, a generally accepted definition. Besides, the English term “event”
has changed in Germany to a broader meaning compared to its usage in the Anglo-
American language area: originally, “event” was used to describe only spectacular
and extraordinary activities, which is in accordance with the pre-academic idea
linked to this word. But unfortunately this conception of an event does not allow a
scientifically exact notion of the term: Who is it to decide objectively how to dif-
ferentiate between a spectacular “event” and a non-spectacular “non-event”? De-
pending on the term’s interpretation various phenomena may be described as an
“event”, because no peculiarity of any kind could be excluded. As is well-known,
in scientific definitions any subjective criteria have to be avoided and only objec-
tive, operational and thus measurable features should be introduced. (For the op-
erationalisation of theoretic constructs cf. Kruschwitz 1974, p. 244, and Tromms-
dorff/Bleicker/Hildebrandt 1980, p. 269 f.)

Therefore we refer to “events” in the article at hand as organised, functional,
temporary events of all kind, spectacular or not, in which a group of people par-
ticipates. This also corresponds — at least in Germany — to the more and more gen-
eralised use and almost “inflationary” use of the term “event” today. The term
“event” is therefore used as a synonym to the German term “Veranstaltung”.

According to this definition the various event phenomena can be classified as
follows (cf. fig. 2).

Commercial events can be split up in a) events, that are a product themselves
(that can usually be acquired in exchange for an entrance fee, e. g. concerts and sport
events); b) events, that serve as a marketing instrument for other products (“market-
ing events”); and finally c) events, that are used as an educational instrument in the
broader sense (including science, €. g. conventions, symposia, seminars).

Marketing events distinguish themselves from other events through the fact that
they are organised by the advertising company itself (“corporate events”), even
within the framework of third-party events: trade fair events (self-events at trade
fairs, for instance at the fair stand or in the fair’s supporting programme) are one
example, sponsoring events are another one (self-events within the framework of
sponsored third-party events, for instance a VIP reception of a company during a
major sport event sponsored by that company).

The term “controlling” has — like the term “event” — remained rather cloudy,
too. At least the following consensus has been reached: the main idea of the (func-
tional) term controlling is “a company’s goal-directed, success-oriented controlling
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Fig. 2. Distinctive manifestations of events

Source: own depiction following Nickel 2007, p. 5, and Drengner 2006, p. 31

[... through] the systematic setting and assigning [...] of the desired goals, meas-
uring of the actual achievement, detecting variances from target-performance and
identifying corrective actions” (cf. Weber 2010). Controlling therefore consists of
the entire management process from the planning through the implementation to
the actual controlling and reaction to possible deviations. The above mentioned
target-performance comparison is a central instrument in controlling.

1.3  Status Quo of Event Controlling

In theory as well as in practice events are attributed with a superior performance in
communication, especially due to their experiential character, their interactivity
and their multi-sensuality, that — according to the common hypothesis — interact
and achieve that messages can be better received and remembered over a longer
period of time (Zanger/Drengner 2004:24). The event industry itself seems quite
convinced by their product’s quality: In a survey conducted by the German event
agency Uniplan, the interviewed experts thought of events as the fourth best
communication instrument in terms of effectiveness and efficiency — right after
the internet, PR and trade fairs (cf. fig. 3).

Unfortunately, assessments like these are not very useful as long as they cannot
be based on verifiable evidence. Astonishingly, the industry does not put much
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Q: »Please evaluate the following instruments
concerning effectiveness and efficiency.«

. I 2009
Effectiveness 2004

2.0
@3.03 . Internet

® BN rubiic Relations
247 ./ Trade Fairs
- [ |

(v‘ ‘ Events
—7 A Classical Com.

2.8
2292|  Direct Mailing
‘ Sponsoring
32 . o W Social Media
24 : : : ; | | Efficiency

38 3.6 34 32 3.0 28 26 24 22

Evaluation with school marks: 1 = very high effectiveness/efficiency ... 6 = very low effectiveness/efficiency

Fig. 3. Assumed effectiveness and efficiency of various communication instruments
Source: Uniplan 2009 [N = 387]; also cf. Zanger/Drengner 2004, p. 24

effort in showing such evidence; in any case a systematic, extensive measurement of
the events’ success is still hardly done (cf. fig. 4): Merely one half of the companies
regularly measure their success at a marketing event, one fifth even never does this.

Actually the problem does not occur exclusively at the final stage of measur-
ing, but already arises during the definition of the event objectives: Matthias
Kindler, CEO of “The Event Company” in Munich, considers approximately 70
per cent of all events as a waste of money, because it had not been made clear,
what should have been achieved in the target group (unknown author 2005).
“Everybody was there, the food was great and it was fun” — this is what the ob-
jectives and the standard in success of many events still look like today. No
wonder events are often denounced to “fun activities without any effect” by the
budget holders — a huge contrast to the pointed self-confidence displayed by big
parts of the event industry. These poles market the area of conflict the topic
event controlling is hovering in today.

This obviously leads to the question why event performance is hardly ever
measured in practice. According to a survey conducted by Uniplan (Kirchgeorg et
al. 2005, p. 27) the most important obstacle is allegedly a “lack of (measuring) in-
struments”. This is followed up by “not enough time”, “too expensive”, “generally
not measurable” and “generally unnecessary” (cf. fig. 5).
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Q: »How often do you measure the performance (regarding the achievement of
objectives) of the following live-communication instruments?« (result for events)

occasionally
29%

constantly

49%

Fig. 4. Frequency of event controlling
Source: Kirchgeorg et al. 2005, p. 26 [N = 387]

Q: »What does in your opinion hinder the performance
measurement of your live-communication activities?«

53.9%
45.0%
40.9%
30.2%
22.5%
5.7%
Lack of Lack ofime  Too expensive Lack of Generally not ~ Generally not
instruments experience measurable necessary

Fig. 5. Alleged obstacles for event controlling
Source: Kirchgeorg et al. 2005, p. 27 [N = 387]
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Q: »Which methods and performance indicators do you use
in order to measure event performance?« (excerpt of results)

O Always O Often O Sometimes M Never n=650;n =189
Attendee Observation | 33% | 21% | 16% _
Attendee Interviews | 29% | 27% | 18% _
Contact Numbers | 28% | 16% | 17%

Subjective Assessment

28% | 21% | 16%

Checklists | 22% | 2% | 15%

Cost—BenefitAnaIysis| 18% | 20% | 15%

Economic Perf. Figures | 12% | 19% | 14%

Media Resonance | 11% | 15% | 16%

Control Groups | 7%

14% | 19%

Propensity to Buy 20%

Expert Assessment
0%,
Recall/Recognition Test
0%,
Image Differential

4%| 10%

Fig. 6. Commonly used measuring methods and performing indicators in event controlling
Source: Ohofen 2008, p. 107 [N =650, n = 189]

A pretended lack of time, money and experience obviously is hard to refute
(whereas the latter seems to be the most credible). Nevertheless it is necessary to ve-
hemently contradict the first, second to last and last statement: Event success is gen-
erally measurable and needs to be generally measured as any event costs money.
And there is no lack of proper performing indicators at all, as this article will show.
In the few cases when event controlling is applied, there is little imaginative-
ness with regard to the choice of performance indicators and measuring methods:
Measurements usually are restricted to the analysis of contact numbers and atten-
dances as well as surveys on attendee satisfaction, as a collaborative study of the
Worms University of Applied Sciences in Rhineland-Palatia, Germany, together
with the inter-trade organisation Meeting Professionals International (MPI) has
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shown (cf. fig. 6). Furthermore, a short-term view is dominating whereas long-
term goals are frequently left out (Zanger 1999, p. 87 f.). Especially alarming is
the fact that the companies’ decision-makers often tend to assess the event’s suc-
cess on their own and very subjectively (Erber 2005, p. 115).

2 Measuring of Event Impact

2.1 Event Stages and Starting Points for Event Controlling

Each event can basically be divided into four stages (cf. fig. 7): The strategic stage
“event planning” is followed by the three operative stages “pre-event” (prepara-
tion), “main-event” (implementation) and “post-event” (assessment afterwards)
(cf. also Zanger/Drengner 1999).

Event Planning Strategic Stage

{

Pre-Event Stage

{

Operational

Main-Event Stage Stages

{

Post-Event Stage

Fig. 7. Event stages

Source: own depiction

During the initial stage of event planning either an outline plan for all events
within a specified period or an individual concept for a specific event is drawn
up. Obligatory elements of each concept are an analysis of the situation at hand,
the definition of the event’s goals (every single one to be derived from the supe-
rior business objectives, the marketing objectives and the communication goals
in general), as well as the coordination of the event(s) with other communication
instruments regarding content, time and form following the idea of an “inte-
grated communication”.
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The pre-event stage begins with the event’s announcement (“going public”)
and furthermore consists of a detailed planning, organisation and assignment or
disposition of the trades (location, technology, catering etc.).

The main-event stage, the course of the event itself, begins with the preparation
on site (journey there, delivery, rigging) until the doors open and ends with the
follow-up work on site (dismantling, returning and return journey).

The post-event stage consists of all activities done after the event itself is over,
for instance notes of thanks for the participants, information for the non-
participants and the press as well as the settlement of the budget.

Different types of event controlling belong to each event stage. These make up
the system of event controlling depicted in fig.8.

Event Controlling

Diagnostic Evaluative
Controlling Controlling
Conception
. Controllin
Event Planning 9
Accuracy of planning
basis
'
Pre-Event . . »
Implementation Effectiveness Efficiency
- Controlling Controlling Controlling
Main-Event Observance and orderly Achieved impact Cost-benefit-ratio
execution of all process compared to defined compared to alternative
. _ parameters objectives communication instru-
ments
Post-Event

Fig. 8. System of event controlling

Source: own depiction following Lasslop/Burmann/Nitschke 2007, p. 119, Lasslop 2003,
p. 162, and Burmann 2002, p. 44 f.

The both pillars of the building are called “diagnostic controlling” and “evaluative
controlling”. While the methods of evaluative controlling refer to the event impact
(its effectiveness and efficiency), the methods of diagnostic controlling take into
account the prerequisites of these effects.

Conception controlling basically belongs to the event-planning stage, but par-
tially also is an element of the post-event stage. It examines the completeness and
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correctness of analyses, premises and strategic settings. Its guiding question is as
follows: “Is the basis of our planning correct?”

Implementation controlling is occupied with the concept’s flawless execution
during each stage of the event. Especially checklists are used to reach this goal. Its
guiding question is as follows: “Does the realisation go off as planned?”

Effectiveness controlling basically consists of a target-performance comparison of
the achieved impact with the originally defined objectives of the event, whereas effi-
ciency controlling relates the event impact to its costs and compares this quotient to
the corresponding reference numbers of alternative communication instruments.

To put it in a nutshell, extensive event controlling may be used at various stages.
On the most general level these are the process (conception and implementation con-
trolling) and the results (effectiveness and efficiency controlling) of an event.

2.2 Basic Methods of Data Collection

The methods to be used for the measuring of an event’s success are quite the same
as the ones that can be found in all the other tasks of marketing research (cf. e. g.
Berekoven/Eckert/Ellenrieder 2009; Homburg/Krohmer 2009); they are as follows:

e interview and
e observation as well a combination of both, the

e experiment.

The panel — as another combination of interviews and observation — may not be
explored here, as the cause and occasion for a repeated measurement of the same
topics in the same group of people hardly occurs in the event business.

The interview is the most frequently used method of data collection. This also
applies to events. Its basic forms are the oral interrogation (personally via inter-
viewers or via telephone) and the written interrogation (on paper or electri-
cally/online). Both forms are very common at events: during the event the oral in-
terrogation naturally is dominating. However, when given right after a very emo-
tional event, the interviewees’ answers are often spontaneous, imprecise and com-
plaisant. In order to avoid such distortions, the participants are given anonymous,
written interviews to produce a distant assessment.

Verbal interviews are common, but nonverbal interviews are possible, too, for
instance by showing pictures, that are to be assessed by the participants. The pos-
sibilities of nonverbal interviews are still hardly used at events.

An observation includes the systematic collection of information about people,
their needs and their behaviour without having any contact to them, usually by
simply watching their facial expressions and gestures as well as their physiologi-
cal reactions. In addition, the simple counting of participants at an event is a
method of observation, too.

Observations can further be divided into participant observations and non-
participant observations. During a participant observation the observer mixes in
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the crowd of the experimental subjects, in this case the participants of the event.
During a non-participant observation he remains hidden or records the partici-
pants’ behaviour with a video camera.

Furthermore field observation (an observation on site, in this case at the event)
and laboratory observation (done in a market research institute in an artificial test
atmosphere) are to be distinguished. Various technical aids can be used in a labo-
ratory observation, e. g. pulse monitors, cameras, eye tracking devices etc. This is
called fechnical observation.

The current method used for event controlling usually are field observations
during the happening on site. Laboratory observation on the other hand is hardly
suited for measuring the effects of a live communication instrument due to its
separation in space and time from the event and its artificial atmosphere; its usage
in event controlling is therefore restrained to the exploration of specific questions.

An experiment is a methodical test arrangement with the goal to discover cause
and effect relations. To achieve this, a certain factor (as a possible cause) is changed
and then the effect on depending units is measured. Depending on the problem,
these measurements can be undertaken via interview or observation; in general, they
are combined with each other. By combining various parameters — measurement be-
fore, measurement after, use of control groups — cleverly thought-out test arrange-
ments can be created and flexibly adapted to the respective problem.

Experiments, too, are to be distinguished between field and laboratory experi-
ments according to the place where they are carried out. And for similar reasons as
already dealt with while discussing observations it is more likely to use field ex-
periments instead of laboratory experiments in event controlling.

In order to find out which methods of measurement are especially well-suited
for events and which requirements are to be fulfilled by new instruments we need
to investigate the way an event works and have a closer look to its resulting per-
formance indicators.

2.3 Event Impacts, Respective Performance Indicators and
Measuring Methods

Event Impacts — an Overview

The potential impacts of events are as diverse as their potential objectives. They
can be divided into psychological impacts and behavioural impacts — just like the
impacts of other communication instruments.

The possible behavioural impacts of events are diverse. They can be divided
into financial and non-financial impacts. The selling of products initiated by the
event is an example of the former; the latter can be, for instance, the number of
attendees (a very commonly used performance indicator for the event’s success).

Psychological impacts can be perceived in the change of the target persons’ at-
titude towards the promoted object (products, companies, brands) and precede the
behavioural impacts. According to the three-components-hypothesis, attitudes
consist of emotional-subconscious judgments (affective component), rational-
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conscious judgments (cognitive component) and the propensity to act which re-
sults out of the two other ones (conative component) (cf. Rosenberg et al. 1960).
The intensity of psychological impacts depends on two factors: First of all, the
participant’s fundamental receptiveness needs to be created; this is called activa-
tion. As already mentioned in the introduction, events are attributed with a supe-
rior performance in activation, due to their experiential character, their interactiv-
ity and their multi-sensuality, which increase the participant’s reception of the di-
verse stimuli and messages. However, the degree of stimulation does not only de-
pend on an event’s activation impact, but also on the target person’s involvement,
i.e. his or her interest in the event’s cause and content.

A schematic depiction and structuring of the way events work according to the
well-known S-O-R paradigm can be seen in fig.9.

Stimuli Organism (= Psychological Processes) Reaction
S 0] R
r-r—————"—"~~>~~>~—7 7777~ |
: Affective :
| Processes |
| (Feelings) v |
I |
Impact —|> Activation®) Propensity | 1J Action
to Act |
I T I
+ EventStimuii | Cognitive !
+ Other Partici | »| Processes :
pants I (Thoughts) |
*Environment | _ 1 r ]
1) Basic State of Arousal; Receptiveness 2)
2) Basic Interest of Participant in Cause [
and Content of the Event

Fig. 9. The way events work

Source: own depiction; cf. also Nitschke 2004, p. 38

Affective Impacts

Events can influence the image of any attitude object — these could be companies,
its products or services or even touristic destinations; generally speaking in the
marketing context: brands. Image impacts, i.e. the creation or change of images,
are therefore a first possible performance indicator for events. Image impacts be-
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long to the affective impacts because the image is created by intuition, although
the impression of a brand is influenced by cognitive contents such as information.
For a long time images have been ascertained via verbal interviews by means of
rating scales and special instruments based on them — for instance an image profile
(which is a combination of various rating scales) or a semantic differential. The
same also is recommended for events.

Another affective performance indicator well-suited for event controlling that
already is very popular in that field is the participant’s satisfaction. It can be ascer-
tained in the same way as images, which is via verbal interviews — either as a
summarised satisfaction judgment by the use of one single scale according to the
school grading system (“If you had to assess the event as a whole, how would you
grade it?”) or as a multidimensional satisfaction judgment by the use of various
scales referring to single features.

Another method known from the quality management of services would also be
suitable: the critical incident technique (CIT) (cf. e. g. Bruhn 2006). “Critical mo-
ments” refer to the distinctive stages in the course of the event that the participant
in the event perceives as especially satisfying or unsatisfying. By means of a so-
called “blueprint” — a drawn plan showing these stages, e.g. admission, cloak-
room, catering etc. — the participant is asked to retrace the course of the event and
to assess the experienced level of service at the respective contact points. This
method creates an extensive image of the participant’s satisfaction, and potential
for optimisation is discovered for every single contact point. Consequently, the
CIT does not only give feedback on past events, but also shows the requirements
for future events.

The hitherto mentioned performance indicators are typically run after the event
is over and primarily measure its results. However, it is often interesting to inves-
tigate the event performance itself in order to prevent unwelcome developments.
Observation methods are far better suited to this investigation than interviews. Not
only does the main interest lie in the measuring of the participant’s momentary
satisfaction, but at the same time it focuses on the reasons for this satisfaction dur-
ing the process, i.e. certain “critical moments”, as well as on group dynamics,
whose importance for events should not be underestimated but has not been paid a
lot of attention by research. In chapter 3.3. a method of participant observation
will be presented which is well-suited to the process controlling of events: the
“mystery attendee“-method.

An especially interesting performance indicator, which is also difficult to
measure, are the participants’ emotions, because the quality of an affective-
subconscious experience of an event substantially influences all its other impacts.
However, this is where the usual instruments in marketing research come up
against limiting factors; on the one hand because the coming about of emotions
still is widely unknown even after more than 100 years of research on emotions;
on the other hand because the usual method of measuring emotions by interview-
ing is of restricted suitability. This will be further discussed in chapter 3.1.
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Furthermore, knowledge about the affective impacts of certain staging elements
that have had a positive influence on the event’s atmosphere can be gained by in-
terviewing participants — these are for instance certain environmental factors or
sensory impressions such as audiovisual or olfactory perceptions that have con-
tributed to the embedding of positive memories as an element of infotainment
(cf. StraBer 2001, p. 94).

Cognitive Impacts

Out of all psychological impacts, cognitive impacts are the easiest to measure.
Possible performance indicators are:

o The memory of imparted information or the acquired knowledge (recall,
short-term/long-term)

e The recognition and the correct relation of imparted information, e. g. as-
sociative interconnection of advertising messages to brands and the event
experience (recognition, short-term/long-term)

o The credibility of imparted information or the transmitter

Furthermore, cognitive satisfaction judgments — in contrast to the already dis-
cussed affective ones — can be ascertained; these are rather rational judgments
about certain staging elements such as the number, length and quality regarding
the content of lectures during conferences.

Verbal interviews are an advisable measuring method in all these cases.

Conative Impacts

Conative impacts are changes in the target person’s behaviour or propensity to act.
The potential performance indicators are as diverse as the potential objectives and
are derived from them. At events serving to sell (e. g. promotion events), it there-
fore is advisable to measure the change of the willingness to buy. This can happen
via verbal interviews, but also via special methods such as the constant-sum
method (cf. Homburg/Krohmer 2009, p. 299): Here the test subjects are asked to
spend parts of a certain amount of money (e.g. 100 Euros) on different brands
(“How would you spend 100 Euros on the following brands the next time you go
shopping for the product category XY?”), and the given share of money indicates
the willingness to buy a certain brand. The constant-sum method has the advan-
tage of testing the behaviour only indirectly and therefore is suitable in case direct
testing method risks bringing about false answers.

Besides the willingness to buy, every other form of propensity to act may be
considered as a performance indicator, for instance the readiness to recommend —
or the tendency to make use of the new-learnt knowledge straight afterwards — or
even the intention to participate or the registration rate (which later can be com-
pared to the actual number of participants).
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Behavioural Impacts

Behavioural impacts are seldom thought of in the context of events. The thought
of not only spending money on certain events, but also earning some — i.e. that
events can also “sell” — nowadays still takes some getting used to for those indus-
try representatives who have events in mind that are characterised by magnificent
formal stagings and ignore simple promotion events.

An event’s behavioural impacts can further be divided into financial and non-
financial ones. In this case, too, the performance indicators are as diverse as the
objectives from which they are inevitably derived.

Common indicators for non-financial behaviour are the attendance or no-show
rates, the rate of new contacts, the media resonance and suchlike. The indicators
partially can be monetised, i. e. converted into money; then they are part of the fi-
nancial impacts.

Financial impacts of events can be divided into four segments:

e Direct revenues
e Indirect revenues
e Monetised psychological impacts

e Reduced costs (opportunity revenues)

Direct financial impacts are causally related to an event because they can be di-
rectly backtracked to it. Part of them are all revenues generated by the event itself,
either by selling products or fan articles (merchandise), catering, as well as en-
trance fees or earnings through sponsoring.

Indirect financial impacts on the other hand result from subsequent product and
follow-up purchases. However, these can only be partially attributed to the event,
because the participants might have encountered other marketing activities in the
meantime. The cause for this problem are the interactions and synergies between the
different marketing instruments created by marketing itself (cf. Homburg/Krohmer
2009, p. 887 ft.), which in the end lead to the problem that an event’s indirect finan-
cial impacts cannot be defined exactly (cf. Riick 2010).

Another difficult procedure is the monetary registration of psychological im-
pacts; for instance the financial evaluation of the event’s positive image effect
(e. g. by converting them into additional orders/market shares). Nonetheless, this
is, as a matter of principle, possible and in some cases worth the effort.

Finally, reduced costs also belong to financial impacts — in other words: “op-
portunity revenues”, i.e. the monetary compensation of not realised opportunities.
Of course, these are not real transfers but accounting indicators. An example is the
cost-free media resonance of an event: Its financial equivalent can be calculated
by means of a communication value analysis e. g. by determining the hypothetical
costs of paid advertisements with the same range (cf. Lasslop/Burmann/Nitschke
2007, p. 128-134).
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Financial indicators only make sense as a performance indicator when the event
originally aimed at financial objectives. The throughout the industry relatively
well-known “Event ROI method”, postulating that the total benefit of each event
can and should be expressed in a single financial ratio, is therefore a bizarre mis-
conception (cf. Riick 2010).

3 Special Forms of Performance Measurement

3.1 Requirements for New Models and Methods in
Event Controlling

The introductory statements concerning among other things the hardly explored
effectiveness and efficiency of events, make room for further considerations. Pro-
gress and new insights need to be examined with regard to their impact as well as
their applicability. It is important to develop event controlling in both aspects. Still
too frequently, the only considered performance indicators are reaching the
planned number of attendances and honouring the preconceived budget.

Problems regarding the measuring of an event’s success mainly occur in two
fields. In the first instance it is a question of measuring emotions. Apart from the
basic difficulty that the coming about of emotions has only insufficiently been ex-
plored and therefore possible indicators have not yet been entirely discovered,
there are already a number of different methods for the measurement of emotions
at our disposal:

Psychobiological methods examine the participants’ bodies’ reactions and meas-
ure changes in blood pressure, heart rate or skin resistance (Faullant 2006, p. 73);
but due to the necessary devices, they need a lot of time and effort and, further-
more, are not practicable for events.

Alternatively this problem can be avoided by methods of emotion analysis
based on a subjective experience (cf. fig.10). They are based on the assumption
that a human has access to the feelings within himself and can convey them with
his own perception and comments. The dimensional emotion analysis, including
verbal and non-verbal methods, is an efficient survey model in principle — and
represents, together with the “Self-Assessment Manikin” (SAM) presented in
chapter 3.2. an approach avoiding the disadvantages of verbal interviews on emo-
tions while being well-covered regarding the contents and, in addition to that, be-
ing easy and fast to handle.

The SAM is based on findings in neuro-economic research and has already
been tested in the event sector during the development of an integrated event con-
trolling model for a premier league football team (Fies 2009). As to the measure-
ment of psychological objective impacts, SAM showed an improvement in quality
as well as structuring and standardizing effects on that occasion.

A second important problem area in event controlling is the registration of
process-related event impacts. Regarding quality assurance, these are of high impor-
tance; it is obviously insufficient to simply notice the results at the end of an
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Methods of Emotion Analysis Based on Subjective Experience

A

Dimensional Emotion Analysis

' :

Verbal Non-verbal
Methods Methods
e.g. Semantic Differential e.g. Self-Assessment Manikin

Fig. 10. Methods of emotion analysis based on a subjective experience

Source: own depiction, following Mall 2007:68

event; instead, their coming about is to be analysed and, if necessary, corrective
action can be taken to control the execution of the event. It is advisable to use ob-
servation methods for analyses of the event’s on-going.

The “Mystery Attendee” (see chapter 3.3) is a form of participant observation
and therefore a possible solution to the described problem. It is a transfer of the
well-known method of “Mystery Shopping” from the trade and service sector
(Unterkircher 2008) to the event sector. The method is especially well-suited to
quality assurance at conventions and conferences (Berschneider 2010).

3.2 Self-Assessment Manikin

As already discussed, it is possible to assess emotions at a level of subjective experi-
ence. This can basically be achieved via verbal or non-verbal interrogation. Verbal
measurements are based on the test persons’ verbal statements. Adjectives usually
indicate emotions; they are also called “emotion words”. The interrogation may
have, for instance, the form of a semantic differential consisting of pairs of opposites
(“happy/sad” etc.) which are measured on a multiple rating scale (cf. Drengner
2003, p. 119, 155-160, 179; Mol 2007, p. 70-75; Kroeber-Riel/Weinberg 2008). In
various investigations, three basic dimensions of emotions could be concurrently
identified (M611 2007, p. 63):

e Valence describes an emotion’s pleasure (“pleasant/unpleasant”).

e Arousal describes an emotion’s effect (“exciting/calming”).

e Dominance describes an emotion’s autonomy, power or aggressiveness (“be-
ing controlled/controlling™).
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By choosing an appropriate selection of “emotion words”, emotions can be cap-
tured multi-dimensionally. This way so-called “emotion profiles” of the partici-
pants in the event are created which are, among others, suitable for the capture of
brand emotions.

However, verbal measurement of emotions has two disadvantages: On the one
hand, the practicability for events is limited due to the time and effort needed for
the preparation, i.e. selecting the relevant emotion words on various levels, and
the possibly long period of time needed for the interviews. On the other hand, ob-
jections can be alleged regarding the contents of a verbal measurement of emo-
tions, because of the danger of measuring cognitive reflections of words instead of
their emotions (cf. Moll 2007, p. 69—72). Both concerns are met by a relatively
new method of non-verbal experience measurement: the “Self-Assessment Mani-
kin” (cf. Morris 1995; Moll 2007).

The SAM enables the recording or documentation of emotions without direct
contact to the visitors. This is immensely important in many cases, because this
makes it possible to classify the event’s participants’ emotions without any exter-
nal influences and thus without any disturbance (distortion, bias) — “exposing”
emotions without any social influences.

The SAM is conceived similarly to the semantic differential or emotion profile.
The difference lies especially within the fact that a pictorial (nonverbal) template
is used instead of a verbal description of the three dimensions “valence”, “arousal”
and “dominance” (cf. fig. 11).

In each dimension the five figures offer five different expressions to choose from.

Valence
=
Arousal YT

B

Dominance i

Fig. 11. Self-assessment Manikin

Source: own depiction following Mo6ll 2007, p. 73
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e Valence is represented by a changing facial expression from happy (in the
sense of pleasant) to sad (in the sense of unpleasant).

e Arousal is demonstrated by the figures’ stomach; points and lines increase
in size and number and decrease respectively until there is only one point
left; the facial expression changes correspondingly — eyes wide open as a
sign of excitation or closed as a symbol of “calm”.

e Dominance is shown by the size of each figure, from small (inferior) to big
(superior).

The handling of the Self-Assessment Manikin is very user-friendly and this in-
strument is well-suited to repeated use, even at a series of events, due to the visual
standardisation of the three dimensions. Emotional reactions can be measured in
various contexts. In contrast to the semantic differential, a faster measurement of
emotions can be achieved and there is no need for a complicated device. There-
fore, the use of the SAM makes sense especially in connection with events for
brand communication: the recording of emotions reacting to a variety of stimuli is
possible (cf. Moll 2007, p. 74 ff.).

However, the use of the Self-Assessment Manikin brings about some challenges
that need to be taken into account. One difficulty lies within the definition of the
measurement point: As the SAM logic allows the measurement to be recorded only
after the visitors’ emotional reaction has taken place, the observers need to be well
trained so the emotion’s interpretation is correct and thus valid for the later analysis.
Measuring a stimulus that has just occurred is, even if completed immediately af-
terwards, a retrospective. The realisation of a measurement during the moment of a
stimulus and the documentation of the immediate emotion without cognitive distor-
tions remain difficult; indeed only methods on a physiological level such as measur-
ing heart rate and skin resistance can help (cf. M6ll 2007, p. 75 ff.). Moreover, the
measurement needs to be included into the entire planning stage of an event; addi-
tional staff should be allowed for in resource planning.

Regarding the evaluation of measurement results, it makes sense to define a
target state (target value) which represents the guideline as the target result. After
the measurement and evaluation, the results can be compared to the actual value,
differences can be analysed and interpreted. This provides information for the
monitoring of assumptions which enable an easier and faster way of examining the
basis of planning.

Currently there is still a lack of case studies and experience allowing the im-
plementation of the SAM “out of the box”. Universities and associations need to
put more effort into further research and development in order to give advice
about the way and extent to which the SAM should be used — and as a conse-
quence introduce this method to more users.

3.3 Mystery Attendee

At conventions and conferences, interviewing participants as an instrument of
evaluation has been to the fore so far; the organiser makes use of this method to
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ascertain the event’s quality from the participants’ view (cf. Hanser 2002, p. 330).
Quality is the standard for an event’s success or failure, also with respect to a
repetition or in the context of a buyers’ market (competition of event organisers
and/or competition of event offers); this is why the collection of valid data is in-
evitable and special attention should be paid to the quality perceived by the par-
ticipants, i. e. the subjective quality.

At this point, the possibility of differentiating various concepts of quality shall
be briefly considered; Garvin distinguishes among others between a transcendent
and value-related approach (cf. Garvin 1984, p. 25 ff):

Transcendent approach: Quality is the indication of extremely high re-
quirements and standards, is something special and absolute and can only
be perceived through an individual experience.

Value-related approach: Quality is defined by the price or costs; there is a
causal connection between the price and the costs of a service and its
quality.

Also important is a closer look at the quality’s dimensions, in which the features
expected or perceived by the participants can be found again (cf. i. a. Bruhn 2006,
p. 48 f.):

Potential dimension: Physical and organisational working conditions as
well as personnel and financial resources

Process dimension: The overall process of the provision of a service with
all individual processes (e. g. customer service) perceived by the customer

Result dimension: The result at the end of a service process; the provided
service’s quality that is to be evaluated

Transferred to the concrete situation of a conference, technical (WHAT) and func-
tional (HOW) criteria for the three dimensions of quality can be shown as an ex-
ample (cf. Biihler 1999, p. 125):

Potential quality in the sense of the expected quality
WHAT

— The speakers’ expertise

— Presentation technology at disposal

— The participants’ previous knowledge

HOW

— The speakers’ reputation

— The organiser’s prominence and image

— The participants’ willingness to interact
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e Process quality in the sense of the experienced quality
WHAT
— Number of the event’s parts (workshops etc.)
— Breaks between the event’s parts
— Duration of the event
HOW
— Atmosphere of the entire event or its individual parts
— Level of service provided by the staff
— Interaction and “good” conversations with other participants
e Result quality in the sense of the received quality
WHAT
— The participants’ increase of knowledge
— Number of new contacts
— Resolution methods for the participants’ projects
HOW
— The participants’ satisfaction
— Recommendation by the participants

— The organiser’s feedback behaviour

In order to receive a significant and extensive statement in the area of conflict of
these quality dimensions, more must be done than simply interviewing the partici-
pants. Standardised interviews cannot pay specific attention to every individual
participant due to a lack of flexibility and non-standardised interviews (e. g. narra-
tive interview) require a lot of time.

One approach balancing the limitations of a participant interview is the concept
of “participant observation”: an observer who watches the event from a partici-
pant’s point of view has direct access to actions and processes (cf. Flick 2009,
p. 113). This approach is well-known, in variations, and is classified as a method
of objective, demand-oriented measurement and belongs to the approaches meas-
uring the service quality (cf. Bruhn 2001, p. 212). In this method usually referred
to as “Mystery Shopping”, hidden observers who act as normal service customers
examine the service process and measure the services’ quality in a participant ob-
servation (cf. Meffert/Bruhn 2006, p. 313).

Mystery Shopping is especially well-suited to examining an employee’s behav-
iour in a situation with customer contact, without the employee knowing that he is
being observed (cf. Unterkircher 2008, p. 58). Depending on the way measurement
criteria are established, the quality requirements from the customer’s view, as well
as the reaching of defined standards in the service process, can be examined.
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While being adapted to the problem area “convention and conference process”
a “mystery shopper” becomes a “mystery attendee” who determines the event’s
quality according to already defined criteria as a normal participant of whom the
other present persons are not aware.
Following the “classic mystery approach”, the measurement’s process can be
described in the following five phases:
1. Definition of the problems or the objectives
— What is the specific aim of investigation?
— How shall the investigation go in general?
2. Drawing up an observation sheet
— Which quality dimensions are determined?
— Which quality criteria are defined?
3. Selection and training of mystery attendees
— Which attendees fit into the target group?
— Which knowledge is a prerequisite for the attendees?
4. Data collection
5. Evaluation
— Which recommendations for action can be derived?
— Which conclusions can be drawn for future proceedings?
The concurrence of the organiser’s and participant’s perspective regarding the ex-
pectations can be used as an example for stage I: A value proposition directed to
the target group by the organiser (the organiser’s potential) leads to the attendance
and realisation to which the participant contributes (the participant’s potential) —
by fulfilling created expectations (process) and perceiving the event as “of high
quality” (result).
The definition of quality dimensions necessary for stage 2 can be orientated
towards the temporal course of the event — for instance before, during or after
the event. The dimensions themselves can refer to the specific event objectives

and, in addition to that, to factors that are not explicitly stated (e. g. the staff’s
readiness to help):

Before During After

Information of participants ~ Room conditions Valediction
Accessibility of the location  Lectures and workshops ~ Departure logistics
Registration Catering Post-convention

etc.
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Professional competence may serve as criteria for selecting suitable people; in
case the mystery attendee needs to hold a speech, he should have the relevant
competence. The participants’ perspective needs to be covered as extensively as
possible in the course of stage 3. In addition, experts from the conference and
convention industry should be included in the plans who can especially evaluate
the conference-related factors (e. g. logistics) by means of their expertise.

In stage 4, the drawn up evaluation and observation sheets will be needed. The
mystery attendees carry the sheets with them and fill them in right during the
event. Furthermore, a review meeting or debriefing after the event with all in-
volved mystery attendees can bring about further insights — related to the sheet’s
relevance as well as to further impressions and general conclusions about the ob-
servations.

The evaluation in stage 5 summarises the single results regarding quantity; the
specific questions related to the event, general questions about transport links, the
location, rooms and service etc. (cf. i.a. Schreiber 2002, p. 83 ff.). An abstract
makes the interpretation or the deducing of recommendation for action easier; if
necessary it can follow the sheet’s basic grid and be divided into the three stages
(before/during/after the event).

To sum it up, it is to be said that the mystery attendee method is an effective
method of measuring service quality and that it has some advantages over the
classic methods regarding quantity. In order to secure the overall efficiency of per-
formance measurement, both methods should be combined. After all, a direct in-
terview is a message from the organiser and signals interest in the participants’
criticism, even if it is just a question sheet added to the conference documents.

4 Conclusion and Outlook

The importance of events is steadily increasing and therefore the importance of
event controlling is increasing, too. The wide-spread miscalculation of practitio-
ners that there would be a lack of appropriate instruments for the controlling of
events should have been proven wrong by this article.

The familiar and well-tested instruments of marketing research provide various
measurement methods that are also suited to the special requirements of events.
Nevertheless it is important to counteract the prevailing one-sided concentration
on interviews; instead it is advised to make use of all available instruments and
also to use the possibilities of observations. For this purpose, this article presented
the event-specific analogon to the mystery shopper, the “mystery attendee”, who
might be as useful for events as the former is for the trade market.

Furthermore, it is important to put more effort into measuring the emotions
triggered by events. The presented SAM method is expanding the verbal interro-
gation methods that are only partly suited for emotion measurement by a non-
verbal alternative. This may not be a universal solution, but at least a step in the
right direction.
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The improved measurement of affective impacts is probably a key to the per-
formance controlling of events; it is proven that the greater the participants’ satis-
faction and sense of wellbeing, the bigger is their readiness to receiving and storing
cognitive and conative messages. As the importance of emotions is increasing con-
stantly in marketing, it can be said that event controlling can boost marketing con-
trolling in this aspect. The chance is there. Research and practice should seize it.
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Corporate Social Responsibility:
Help or Hindrance?






Corporate Social Responsibility: What Is 1t?
What'’s the Point? How Does It Work?

Michael Hopkins

Corporate social responsibility is often about seeming to “do good works.” And,
while there is certainly nothing wrong with doing more good, there can be an im-
plication that companies need to do good works because the underlying structure
of business is not good, or morally neutral'.

1 Introduction

Corporate social responsibility (CSR) has many definitions and offshoots. What is
key, however, is whether one talks about CSR as integrated into business strategy
or CSR as a ‘residual’, i.e. an add on set of projects that are not part of the core
business strategy (sometimes known as the separation thesis). If CSR is accepted
as embedded in everything a company does then CSR is simply just part of good
business strategy. While if CSR is simply a set of residual activities such as after
profit philanthropy it will quickly be eliminated by a vigilant CFO (Chief Finan-
cial Officer).

Donna Woods, one of the first gurus of CSR, distinguishes between CSR as a
‘before’ profit activity and CSR as an ‘after’ profit one. Clearly, the latter is the
residual i. e. contribute to something ‘good’ to help reputation while not thinking
too deeply about embedding in the company itself. She, along with Kang,” argues
that results and interpretation come from a flawed assumption that CSR is an

Freeman et al. http://www.darden.virginia.edu/corporate-ethics/pdf/csr.pdf accessed 13
August 2010 where Freeman also talks about corporate stakeholder responsibility to en-
sure the separation principle is not violated, however CSR also includes an ‘issue’
analysis that could be missed with this phraseology. I prefer the Donna Wood approach
of CSR as Principle, Processes and Outputs (which I term Products thus forming the 3P
CSR approach — see www.mhcinternational.com and its Monthly Features).

2 Kang, Young-Chul/Wood, Donna J. (1995): Before-Profit Social Responsibility: Turn-
ing the Economic Paradigm Upside Down, Proceedings of the Sixth Annual Meeting of
the International Association of Business and Society, Vienna: 408-418.

R. Conrady and M. Buck (eds.), Trends and Issues in Global Tourism 2011, 281
Trends and Issues in Global Tourism, DOI 10.1007/978-3-642-17767-5_27,
© Springer-Verlag Berlin Heidelberg 2011
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after-profit obligation. This could mean that if companies are not profitable they
do not have to behave responsibly! They say ‘in the extreme, if all firms are af-
fected by severe economic turmoil or are run by lazy, short-sighted managers,
then societies would have no choice but to accept pollution, discrimination, dan-
gerous working conditions, child labour etc.’

Thus, embedding socially responsible principles in corporate management is
what the two authors call a ‘before-profit’ obligation. They cite corporations who
embody these ideas and see the trend accelerating. For instance, in 1950 Sears’s
CEO listed four parties to any business in order of importance as ‘customers, em-
ployees, community and stockholders’. For him, profit was a ‘by-product of suc-
cess in satisfying responsibly the legitimate needs and expectations of the corpora-
tions’ primary stakeholder group’. By the 1980s, Levis even repurchased its stock
in the public market under the rationale that stockholder’s interests might limit the
firm’s effort to be a socially responsible organisation. And, Migros, of Switzer-
land, funds its cultural and social programmes not by profits, but by gross sales, so
that profitability does not influence the firm’s level of involvement.

2 So Whatls CSR?

The definition which we have used as a company and in our University executive
training for the past decade is:

Corporate Social Responsibility is concerned with treating the key
stakeholders of a company or institution ethically or in a responsi-
ble manner. ‘Ethically or responsible’ means treating key stake-
holders in a manner deemed acceptable according to international
norms. Social includes economic and environmental responsibility.
Stakeholders exist both within a firm and outside.

Michael Hopkins (MHCi3): A Planetary Bargain: Corporate Social Respon-
sibility Comes of Age (Macmillan, UK, 1998) Updated by author Jan 2010
on www.mhcinternational.com.

There are alternative definitions but nearly all highlight the importance of consulting
stakeholders and identifying the key CSR issues in a company (or as alert readers
will have noticed in my definition) in any ‘institution’ that is a body of people i.e.
corporate which can be public as well as civil society (NGOs) institutions.

Perhaps the greatest disservice to CSR has been given by the EU with its im-
perative that CSR is a voluntary activity over and above the legal obligations as a
company. At first site this looks fair enough since none of us want more regula-
tions since there are enough about already. However, the point about CSR is that
there are many laws and obligations but there are just as many that are ignored.

3 The author is CEO of MHCi (MHC International Ltd) — see www.mhcinternational.com.
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Without going into too much detail, take the case of diversity. Under much Euro-
pean law, the rights of males and females are much the same. Now jump to the
Middle East and females are treated very differently from men so what then does a
company do? CSR can help a company to decide while taking into account local
views through stakeholder dialogue.

Then there are a number of other definitions that urge a company to consider its
social, economic and environmental obligations in society. Corporate sustainabil-
ity is one of these but because the word ‘sustainability’ came out of the environ-
mental movement what has happened is that many corporations have turned away
from the social and economic parts of CSR and focused upon its environmental
part. This latter appears easier to handle such as recycling waste and using more
efficient renewable energy (and nothing too much wrong with that) but the knotty
issues of how to handle employee rights, what should be the ethical position of the
company’s board, what codes of conduct to use with suppliers, and simply treating
customers responsibly are all ignored or considered of less importance.

We also have corporate citizenship, the ethical corporation, shared value, re-
sponsible business, and corporate responsibility without the ‘S’. As long as these
focus upon all stakeholders, both internal and external and deal with key CSR is-
sues that impact on the business case (reputation, staff productivity, risk reduction,
compliance, sustainable products etc.) then we can be happy. There is no doubt
that fashion dictates a lot in business and wording often needs to be changed to
satisfy boards, managers, and sharcholders. Just be vigilant that the CSR baby is
not thrown out with the watery alphabetic soup!

3 What'’s the Point?

There is always a business case for CSR — ethics and business are entangled, and
any CSR program must also be a business program and vice versa, i.e. any busi-
ness program must also be a CSR program. CSR is just good business, as it means
creating value for stakeholders (in an ethical way).

Yet, a heady mix of greed, overconfidence and the use of poor business models
showed up flawed strategies leading to the global financial collapse of the past
years. Banks and other financial institutions are once again in the news for paying
huge bonuses on the backs of taxpayers’ bail outs. Is the merry go round of greed,
overconfidence and flawed strategies about to spin again? Will another collapse
ensue followed by a sharp drop in consumer confidence and another setback for
the tourism industry? Clearly there is a need for a CSR strategy in the major fi-
nancial institutions. If CSR, as it appears to be, is adopted by the tourism industry
yet the global financial institutions on which we all depend do not, we shall not be
in a happy position. But this does not mean that the adoption by the tourism indus-
try to embed CSR in its activities should be curtailed. Indeed, most of them have
been adopting ethical and CSR policies for decades. It’s just that no-one, until re-
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cently, started to elaborate all aspects of CSR and then link them to the competi-
tive advantage of the tourist industry. But, in the face of a hostile to CSR financial
sector, should this mean that tourist operators should funnel back on their CSR
strategies to the lowest common denominator in the tourist arena? Certainly a vi-
able strategy that could lower costs in the short-term is always attractive. But is
the risk to reputation too big to endanger? The sight of holiday makers stranded at
various destinations when tourist companies collapse should be enough to convince
the industry as a whole to adopt an overall CSR package such as bailing out those
companies in need while preserving the tourist product that is being delivered.

4 So What Then Are the Key Elements of a CSR
Strategy?

CSR is a strategic systems approach that examines and influences the behaviour of
a company towards its stakeholders while preserving its competitive advantage.
Let me deconstruct the key words in that sentence.

e CSR means treating the main stakeholders of a company in a responsible
manner.

e Corporate means any group of people that work together in a company or
organisation, whether for profit or non-profit.

o Stakeholders are specific groups who influence, or who are influenced di-
rectly by, the organisation (and I am sure most readers are aware of this
debate — which continues into how do you choose stakeholders? How do
you dialogue with them? How do you decide which views are important?
etc. — but that would need another chapter, in the meantime have a look at
the arguments about stakeholder engagement by Khadeeja Balkhi®).

e Social means the social system and includes finance, economy, environ-
ment as well as social issues both inside and outside the firm.

e Responsibility is about taking issues seriously that affect the corporate body
or institution and about acting within — and even beyond — societal norms.

e Strategic means having a strategy that takes an idea into a practical work-
ing model.

e A systems approach means including all aspects of the system in the deci-
sion making process.

e Competitive advantage is the implementation of a value-creating strategy not
simultaneously being implemented by any current or potential competitors.

4 Published on 30 Jun, 2010 by Khadeeja Balkhi in Cover Themes, Home, Stakeholder
Engagement.
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Now readers may start to ask how does CSR strategy link to standard business
theory? Well, let’s have a look at two well known authors in that field and exam-
ine, for instance, Michael Porter and Mark Kramer’s (P-K) influential Harvard
Business Review Article of December 2006°. There they argue that ‘while CSR
depends on being a good corporate citizen and addressing every social harm the
business creates, strategic CSR is far more selective’. The interdependence be-
tween business and society takes two forms in P-K’s framework: “inside-out link-
ages” where company operations impact society and “outside-in linkages” where
external societal forces impact companies. They believe that although companies
are called on to address hundreds of social issues, ‘only a few represent opportuni-
ties to make a real difference to society or to confer a competitive advantage’. 1
would rather use the word ‘and’ rather than ‘or’ but readers may feel I am splitting
hairs at this point. They give three areas where they think competitive advantage
may lie in strategic CSR.

First, identify points of intersection between your company and society. For in-
stance, does the company provide safe working conditions and reasonable wages?
Models for this can be found in the work of SA8000 or the Fair Labour Associa-
tion (FLA).

Second, select specific social issues to address social needs in ways that cre-
ate shared value — a meaningful benefit for society that also adds to your com-
pany’s bottom line. For instance, in addressing the AIDS pandemic in Africa, a
tourist company would not only improve the standard of living on that conti-
nent; it would also improve the productivity of the African labour force on
which its success depends.

Third, mount a small number of initiatives that generate large and distinctive
benefits for society and your company. Example: The Ecomagination initiative
General Electric launched in early 2005° benefits society through environmentally
beneficial products (such as compact fluorescent light bulbs) while benefiting the
company’s bottom line. The initiative boosted revenue on such products from $6.2
billion in 2004, before the initiative began, to $10.1 billion in 2005, over halfway
to the goal of $20 billion by 2010.

Strategic CSR transforms “value chain social impacts” into activities that bene-
fit society while simultaneously reinforcing corporate strategy and also advances
strategic philanthropy that leverages areas of competitiveness. The P-K frame-
work, argues William Baue’, draws its strength from applying corporate strategic
thinking to both leverage positive social and environmental benefits and mitigate
negative social and environmental impacts in ways that enhance competitive ad-
vantage. An obvious example of this is Toyota’s development of the hybrid elec-

Michael Porter and Mark Kramer ‘Strategy and Society: The Link Between Competitive
Advantage and Corporate Social Responsibility’, Harvard Business Review, Boston,
December 2006 pp78-92.

http://ge.ecoimagination.com/accessed 21* October 2009.

http://www.socialfunds.com/news/article.cgi/2268.html accessed 20th October 2009.
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tric/gasoline car Prius. As environmental concerns have increased, Toyota stole a
march on major competitors such as General Motors and Ford by creating a series
of innovative car models that have both produced competitive advantage and envi-
ronmental benefits. Hybrid engines emit as little as 10 % of the harmful pollutants
conventional vehicles produce while consuming only half as much gas. Prius has
given Toyota a lead so substantial that Ford and other car companies are licensing
the technology. Toyota has created a unique position with customers and is well
on its way to establishing its technology as the world standard.

Not to everyone’s taste, the TV Top Gear® team describe it as ‘Hateful lentil-
fuelled transport for the insufferably self-righteous. And it’s not even all that eco-
nomical.’” Further, Toyota recalled around 400,000 Prius vehicles globally in 2010
amid revelations that the hybrid cars could be affected by a braking fault. In a
damage limitation exercise, CEO Toyoda remarked to the US Congress’ that
‘quite frankly, I fear the pace at which we have grown may have been too quick. I
would like to point out here that Toyota’s priority has traditionally been the fol-
lowing: First; Safety, Second; Quality, and Third; Volume. These priorities be-
came confused, and we were not able to stop, think, and make improvements as
much as we were able to before, and our basic stance to listen to customers’ voices
to make better products has weakened somewhat. We pursued growth over the
speed at which we were able to develop our people and our organization, and we
should sincerely be mindful of that. I regret that this has resulted in the safety is-
sues described in the recalls we face today, and I am deeply sorry for any acci-
dents that Toyota drivers have experienced.” It can be noted that his ‘confused pri-
orities” showed a lack of stakeholder dialogue with one of Toyota’s key stake-
holders — its customers! This lack is not as surprising as it might first appear. One
of my students, Ken Kushimoto, wrote a thesis'® in 2010 that analysed the CSR of
top Japanese companies. He found them wanting in applying ethical behaviour to
their stakeholders and, given the very hierarchical nature of Japanese companies,
unlikely to change despite claiming CSR principles. Toyota, in particular, mainly
pursued its main stakeholder — its shareholders — and was particularly lax in its
relations with its employees and suppliers!

Another reference for thinking about strategic CSR is as a set of questions, the
answers to which are constantly evolving as the discipline continues to define itself.
According to authors William Werther and David Chandler'', questions include:
“Who defines the boundaries between private profits and public good?” and “Can

http://www.topgear.com/uk/toyota/prius accessed 21st Oct 2009.
http://www.guardian.co.uk/business/2010/feb/24/akio-toyoda-statement-to-congress,
accessed Aug 14 2010.

http://www.mhcinternational.com/images/stories/csr_in_japan _and the unethical structu-
re_of big corporations in japan.pdf, accessed Aug 14 2010 [unedited thesis by Ken
Kushimoto as part of his work in the Advanced CSR Certificate at the University of Ge-
neva in 2008, founded by Michael Hopkins — see www.corporateresponsibility.ch.

Strategic Corporate Social Responsibility (Sage Publications 2006).
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the interests of firms, owners, and other stakeholders be aligned, or are they inher-
ently in conflict?” Their book, in the process of being revised, provides a framework
within which readers can explore and answer these questions for themselves.

5

From Theory to Practice: How Does It Work?

What happens when these ideas are transformed into a strategic framework to en-
hance the competitive advantage of a company while preserving the values of CSR?

In 2009, MHClnternational Ltd worked out a CSR strategy for a tourism com-
pany (whose name is withheld as the work is still in process). The following 16
steps were identified.

1.

Identify business goals and decide upon the purpose of the social responsi-
bility programme. Get the CEO involved if not already.

Define values statement and mission of company, and refine internally with
management and employees. How does the long-term vision match up with
business goals?

Find out what your competitors are doing on CSR? (bench marking) What
is your company doing? (scoping study). Assess where key overall CSR/Sus-
tainability trends are heading, including any legal requirements.

Decide on overall budget and set up steering group.

5. Identify existing CSR activities and projects to date with a view to identify-

ing competitive advantage. Use an assessment model to assess their sus-
tainability.'

Identify key stakeholders.

7. Research: What are the latest business standards? Check out SA8000,

9.

AA1000, GRI, ILO conventions, WTO discussions, Caux principles, UN
Global Compact, 1SO26000, tourism international standards and so on.
What are the key issues for your own business and why? Decide which
standards to adopt.

Identify CSR strategy for each stakeholder as a pre-cursor to future, fully-
fledged stakeholder dialogues. Note that the process of stakeholder dialogue
is more important for company performance than simply reporting on it.

Revise budget accordingly and embed CSR into all key company functions.

10. Carry out stakeholder dialogue and engage with stakeholders. Interview

only a selection of stakeholders in each category but attach importance to
investors, suppliers, customers and employees in the first instance.

12" See such a tool developed by MHCi and examples in http:/www.mhcinternational.com/
images/stories/Politeia_paper on_Corporations_and Development May 2008.pdf ac-
cessed Aug 14 2010.
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11. Identify the key indicators to measure progress as a socially responsible en-
terprise, e. g. use GRI’s KPIs for the tourist industry'?.

12. Identify the costs and benefits of the proposals.

13. Implement the activity or programme ensuring that it relates well to other
proposals in the pipeline.

14. Research and develop a series of advertisements to show what you are do-
ing in the area of CSR and market the programme accordingly. Ensure that
you can back this up with internal consistent practices since this is a dan-
gerous pitfall if that is not the case.

15. Evaluate the social responsibility proposals against cost/benefits.

16. Develop longer-term exit strategy while noting that a small CSR function
may continue to exist so as to keep the company abreast of new CSR de-
velopments.

6  Where Is CSR Heading?

In a world view of CSR (not specifically aimed at the tourist sector), MHCi pre-
sented the following ‘stylized facts’ diagram in its 2010 Fourth Annual CSR
Update'* (cf. Fig. 1).

Essentially the diagram shows that Europe is ahead of most countries, followed
by USA while emerging market economies (aka developing countries) are on the
first rungs of CSR with few having a complete systematic approach to CSR (as, for
instance, outlined in the 16 point program above). In fact, right now, most develop-
ing countries — and the USA to a certain extent — focus on CSR as charitable giving.
How CSR and philanthropy became intertwined is curious and is another story.

The main findings of our expert group were:

1. Surprisingly, smart companies have been using CSR and investing for the
future despite the recession.

2. There continues to be an healthy CSR market as indicated by just about all
companies producing social reports, increasing job opportunities in CSR
and related, and increases in attendance at CSR Executive training (MHCi
joint venture with University of Geneva showed an increase in revenue and
student applications in 2010 over 2009). All this showed that CSR is ma-
turing as a part of company strategy.

13 See Global Reporting Initiative (GRI) http://www.globalreporting.org/ReportingFrame-
work/SectorSupplements/TourOperators accessed August 14 2010.

'* Held in London each year, the following paragraphs are taken from 2010 third annual
update and can be found in more detail in http://www.mhcinternational.com/images/sto-
ries/csrupdate2010.pdf accessed Aug 14 2010.
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Fig. 1. Where is CSR today around the world?
Source: MHCi, 2010 Fourth Annual CSR Update

3. The communication of CSR is a problem and consumer surveys show a
lack of knowledge of CSR activities (see for instance Steven Brant Huff-
ington Post’s blog on the United Corporate States of America'?).

4. Risk management and CSR is not a good link since so difficult to quantify. A
consensus is gradually forming that CSR, being part of everything, should be
part of, or even THE, corporate strategy — again, see above footnote.

5. Corporate Social Opportunity is rising in importance as companies see the
link between CSR and new forms of profit centres, products and services.

6. At the company level it was noted that in the FTSE 100 there was little
mention of adaptation to climate change even though non financial issues
were moving up the agenda, While BAT saw security of supply as a major
issue, Walmart clearly had a ‘light bulb’ moment, GE’s — Resetting Re-
sponsibilities — is a good piece of work , B&Q now see CSR as about
added value ‘blood diamond’ merchant De Beers had started to concentrate
on bio diversity, and IKEA was not involved in profit at any price.

15 http://www.huffingtonpost.com/steven-g-brant/the-united-corporate-stat_ b _436937.html
accessed 27 Jan 2010.
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7. The question ‘Is capitalism acceptable?” was raised in many quarters lead-

ing to intense discussions on the rule of law and the need for good corpo-
rate governance — the theme of the 2010 Davos conference.

. In Nigeria, when thinking about QA above, CSR for Shell was definitely a

branding exercise to maximise profit. Despite Shell’s excellent reputation in
the West for CSR, in Nigeria its name and reputation was still poor. The
question is whether they could do something about this or was this simply a
hangover from the past much as the 1974 campaign on/Nestle Kills Babies’
can, it appears, never go away. Consequently there was agreement that there
are differing standards between HQ country and the field: non alignment of
the company’s needs with society. Companies need to be more worldly.

. 2010 will see, finally, the launch of ISO26000 and new UN business norms

on Human Rights from the very active John Ruggie. CSR will gradually be
seen more and more at the strategic level of a company.

10. The failure of the State, the UN and now it seems many corporations (as

indeed analysed the author’s book on ‘CSR and International Develop-
ment’ shows a new need for a compact between business and the State
with, in some cases, the Government becoming the dominant stakeholder —
a resurgence of State Capitalism?

11. Consumers are starting to demand far more local production and the move

to more responsible brands is likely to increase rapidly.

12. There is an urgent need to identify effective ways of driving change in the

area of CSR.

At the same time as this event, Globescan issued their 2009 Sustainability Survey.
Their bias is very much the environmental aspect of Sustainability (and many be-
lieve Sustainability is all about environmental futures) and their survey of 1200
‘experts’ (which included MHCi) showed the following interesting table:

Table 1. Aspects of sustainability

Main concern Very urgent Somewhat urgent Total columns
Clean water 61 32 93%
Climate change 68 21 89 %
Poverty 51 33 84 %
Food security 33 39 72%
Corporate Accountability 34 36 70%
Over nutrition 7 22 29%

Source: Globescan 2009 Sustainability Survey
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As MHCIi has stated many times, the issue of worldwide poverty is a catastrophe
that has been with us for generations while the other concerns, albeit crucial, are
fairly recent phenomenon. In the discussion, John Elkington noted that the sys-
tematic nature of problems was not being picked up with Governments behind the
curve with Corporates increasingly involved in global issues. The UN, he stated,
seems to be bankrupt in the debate (presumably his observation from the UN
meeting in Copenhagen that finished in disarray at the end of 2009.

7 Concluding Remarks

In the past decade, CSR has turned into many forms. At one end of the spectrum it
is used to emphasise corporate philanthropy where we often hear of ‘CSR pro-
jects’. This notion can be found in some developed countries such as the USA but
is mainly found in emerging markets across the world and is intended to increase
the sustainability of such projects. At the other end of the spectrum among many
large corporations there is a much broader view of CSR where the concept is at
the core of a company’s business strategy.

Moreover, the collapse of firms such as Enron, Lehman Brothers, and (now
largely in public hands) General Motors who all suffered from poor strategic mod-
els shows that new business strategy models are essential. And, as argued here, a
key message is that CSR is becoming a, if not, the core of business activity. It is
fast becoming acknowledged that a strategic stakeholder model of engagement
with the business environment means that the potential for avoiding disasters and
increasing success and innovation can be increased. CSR is obviously not a pana-
cea for all ills but more and more companies are seeing that it can enhance their
competitive advantage.






Corporate Social Responsibility in Tourism —
Consumer Requests and the Image of Suppliers

Wolfgang Adlwarth

1 Introduction and Methodology

The results of the study about the requirements of German tourists towards Corpo-
rate Social Responsibility of suppliers offering tourist services are presented in
this paper as well the CSR images of these suppliers.

The survey is based on a study which was presented in 2009'. CSR-affine
households were identified and analysed according to their travel behaviour and
their evaluation of CSR-aspects when travelling.

The current study is also based on the Consumer Panel TravelScope where
20,000 households continually report about their travel behaviour.

In November/December 2009 another survey was conducted among 1,000 trav-
elling households from each category about CSR:

e Tour operators

e Transport services

e Tourist regions
Topics of this survey included:

e Expectations of tourists concerning various CSR fields, e. g.: to what extent
is a tour operator/supplier of transport services/tourist region expected to be
committed to certain CSR topics.

e Images of selected suppliers of tourist services with regard to these CSR
aspects.

' W. Adlwarth: Corporate Social Responsibility — Customer Expectations and Behaviour in

the Tourism Sector; Roland Conrady/Martin Buck: Trends and Issues in Global Tourism
2010.

R. Conrady and M. Buck (eds.), Trends and Issues in Global Tourism 2011, 293
Trends and Issues in Global Tourism, DOI 10.1007/978-3-642-17767-5_28,
© Springer-Verlag Berlin Heidelberg 2011
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2 Market Developments

In 2009 the number of CSR-affine households has slightly increased by approx.
100,000 households compared to the previous year. As the number of travelling
households has declined by 2.4 % at the same time, the share of CSR-affine travel-
lers has increased from 33 % to 35 %.

2008* 2009*
Travelactive . .
households 22.5 mio. 21.9 mio. -2.4%
CSR
interested
households

Fig. 1. The share of tourists with affinity to CSR among the travelling German households
increased further despite the crisis

* Tourist year Nov — Oct
Source: GfK TravelScope 20,000 households

In the face of the most serious economic crisis in the Federal Republic of Ger-
many, this result was not expected. Considering financial uncertainties, a devalua-
tion of such ideal benefit aspects among consumers would have been expected.

However, with the crisis the value priority of consumers has changed. People
increasingly long for trust and security and appreciate accountability and respon-
sible corporate action more strongly.

Not only has the number of CSR-affine travellers increased, this target group
also considerably contributes to the stabilization of travelling in the home market
Germany. Without this target group travelling would have gone back much more
strongly than just by 1.5 % for the tourism year 2009. CSR-affine consumers have
particularly increased their holiday trips within Germany and therefore have con-
siderably contributed to defining the trend towards tourism within Germany.

Therefore, CSR-affine travellers are a large, growing and thus very attractive
target group.
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Rate of change in %*

Journeys Value Sales

Total Market

Inland

Il I Total
3 BB CSR-Affinity

Fig. 2. Tourists with affinity to CSR stabilized the travel market in 2009 and pushed the
trend towards domestic tourism further ahead

* Tourist year 2008/2009 vs. 2007/2008

3 CSR-Expectations Towards Suppliers of
Tourist Services

What are the expectations towards the social responsibility of actors in the tourism
market? According to travellers, how strongly should tour operators, transport ser-
vices and tourist regions be committed to which CSR-fields? Based on these ques-
tions, the search fields for a CSR-commitment and thus for opportunities for ac-
tors in tourism to distinguish themselves can be derived. Like this particularly the
selections of CSR-affine tourists can be influenced.

In general, ecology has top priority of all CSR-expectations among tourists. It
is the tourist core topic for CSR-measures and comprises

e Nature protection

e Saving of energy and resources

e Climate protection.

These ecological topics are of particular importance for all three surveyed sectors
of tourism: between 70 % and 80 % of the tourists expect supplier commitment in
these areas. However, the highest expectations are towards tourist regions.

64 % expect tourist regions to be highly committed to nature protection. This
also shows that CSR-expectations are not at all just altruistic motives but also
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Top box 5 ——Tour operators —®— Transport services —#— Tourist regions

Nature conservation and preservation of unspoiled
biotopes ) 4

Save of energy, water, other. resources

Preservation of climate / avoidance of air pollution

Fight against poorness and hunger &«
N

ﬂ\\

Support of education and training

Promotion/support of art and culture ( y\
N

Preservation of buildings, memorials and cultural \
inheritance

>
»

epidemic control, aid in case of natural disasters >

N

Clarification as regards health and support of a healthy ‘
lifestyle (e.g. against obesity, AIDS)

Local/regional economic development (fair trade...) \R

Social standards, working conditions at providers and
business partners

7!

o 10 20 30 40 50 60 70

Fig. 3. The greatest demands are placed on tourist regions in general

Source: Ad-hoc study conducted among GfK TravelScope panellists, Dec. 2009

Tour Transport Tourist
Total The most important issue operator services regions
Nature conservation and preservation of 12
30 unspoiled biotopes
Preservation of climate / avoidance of
22 air pollution 15 10
18 Save of energy, water, other. resources 16 @ 15
Social standards, working conditions
10 at providers and business partners 9 6
6 Fight against poorness and hunger 7 4 6
4 Preservation of buildings, memorials and 5 1 5
cultural inheritance
Local/regional ecc icd | t
4 | o
(fair trade...) 4 3 3
3 Support of education and training 4 4 2

Fig. 4. Corporate Social Responsibility is equal to ecology in terms of tourism

address central and own holiday requests: Tourists want to spend their holidays in
an intact environment close to nature. Correspondingly, 48 % of all travellers con-
sider this as the most important CSR-measure for tourist regions.

For transport services in contrast climate protection is the primarily requested
CSR-commitment. According to 41 % of all travellers, transport services should
most likely be committed to this — also because they see the strongest grounds
here according to the polluter principle and thus the biggest direct competence for
transport services. For similar reasons there are also high expectations towards
measures of transport services to save energy as well as other resources.
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Nature protection is considered as the most important CSR-field for tour op-
erators and turns out to be the most important CSR-requirement across all three
areas. For tour operators the dominance of ecological requirements is not quite
as strong as for transport services and tourist regions. A relatively high share of
travellers (14 %) most likely expects them to be committed to social standards
and working conditions.

Besides ecological topics social expectations in tourism rank second among all
CSR-requirements. Generally considered, all other requirements (like fight against
poorness, support of education, support of art and culture etc.) are a little less im-
portant.

However, as far as tourist regions are concerned, one area stands out which is
still quite important for tourists. Preservation of buildings, memorials and cultural
inheritance ranks second right after ecological topics and is thus even ahead of the
promotion of social standards.

Also here, tourists obviously like to spend their holidays in a culturally interest-
ing region. Therefore, altruistic motives mix with own holiday interests.

Main responsibility for promoting these goals is ascribed to the tourist region.
However, it is also a topic tourist regions can set themselves apart with among
CSR-affine tourists.

4 CSR-Image of Tourism Suppliers

How are individual suppliers of services in the tourism market evaluated accord-
ing to their CSR-commitment?

For this, the suppliers Alltours, ITS, Neckermann, Studiosus and TUI, the
transport services Air Berlin, Air France, Deutsche Bahn and Lufthansa as well as
the tourist regions Adriatic coast, Mallorca, North Frisian Islands and the Red Sea
were surveyed based on the question: “What do you think, how strongly is...
committed in the area mentioned, i. e. takes measures for promoting this goal?”
For tour operators the results show large deficits:

Tour operators have not yet been able to set themselves apart as far as CSR is
concerned. 75 % to 80 % of all tourists who at least know the supplier cannot say
anything about the supplier’s CSR-commitment at all. Even for tourists who have
already used a supplier, the share is only between 60 % (for TUI) and 70 %.

The only exception is Studiosus with only one third of its clients who are not
aware of CSR. Approximately half of the Studiosus’ clients are aware of the fact
that the tour operator is involved in ecological issues and particularly committed
to nature protection. Thus, Studiosus is the only supplier who is able to stand out
as far as CSR is concerned while Alltours, ITS and Neckermann have no profile at
all in this area. For TUI at least five of its clients are aware of TUI’s ecological
commitment.

In addition to that, Studiosus is also perceived quite positively regarding the
second dimension, i.e. promoting arts and culture. Although this dimension is
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Image of ... in terms of CSR among clients —e—TUI Alltours —#—IST —&— Neckermann -#—Studiosus
“To what degree is ..... committed to the below mentioned issues”
Nature conservation and preservation of unspoiled ) )
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Fig. 5. Tour operator: Except Studiosus, even among their clients tour operators lack a CSR
related image
* Agreement (top box 4/5) in %

Base: households that already travelled with the corresponding tour operator
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Fig. 6. Transport services: Even among their clients, airlines have a limited CSR related
image
* Agreement (top box 4/5) in %

Base: households that already travelled with the corresponding transport service
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generally perceived as less important, it can certainly have a great influence on the
selection of culturally-oriented clients. In fact, there are considerably more CSR-
affine travellers among Studiosus clients: CSR-commitment is worthwhile.

For transport services the picture is similar. Especially airlines hardly have a
CSR-profile, even among their own clients. Only Lufthansa is ascribed a mention-
able ecological commitment with topics like energy saving and preservation of
climate.

The Deutsche Bahn is better able to set itself apart as it is associated by about
one third of its clients with measures for climate protection and has thus created a
certain CSR-image among tourists.

In general CSR offers a wide field for operators as well as airlines to distin-
guish from others with particular measures and to create a competitive advantage
among CSR-affine tourists. Such measures obviously have to be demonstrated and
communicated to the customer in a credible way.

Image of... in terms of CSR among clients
(“To what degree is ..... committed to the below mentioned issues”

Adriakiiste —#-—Mallorca —&—Rotes Meer —#—Nordfr. Inseln

Nature conservation and preservation of unspoiled ;
biotopes
Save of energy, water, other. resources / (
Preservation of climate / avoidance of air pollution / //L
—//
Fight against poorness and hunger
Support of education and training k
Promotion/support of art and culture ‘E\AL\ \ll\
~
Preservation of buildings, memorials and cultural >. §> >
inheritance = —
= [
Local/regional economic development (fair trade...) A /F /I’
Social standards, working conditions at providers and 1
business partners

1 6 11 16 21 26 31 36 41 46 51 56 61 66 71 76

Fig. 7. Tourist regions: The North Frisian islands enjoy a distinctive ecological image —
other regions mainly focused on cultural inheritance

* Agreement (top box 4/5) in %

Base: Households that already visited the corresponding tourist region

Tourist regions like the North Frisian Islands have already been able to distinguish
themselves apart among their visitors as well as among the broad population in
general. 76 % of all visitors (and 56 % of all tourists) are convinced that the North
Frisian Islands are committed to nature protection and the preservation of original
habitat. Thus, the North Frisian Islands are able to score with this dimension
which is considered as the most important CSR-measure.
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In contrast to that, holiday destinations like the Adriatic Sea or the Red Sea
show image deficits. Less than 20 % of their visitors consider these two holiday
regions to be committed to nature protection. Mallorca is in the midfield. Ap-
proximately one fourth of all Mallorca tourists recognize the effort of the region in
environmental measures.

The tourist regions at the Adriatic Sea and the Red Sea have much better been
able to set themselves apart as far as the protection and preservation of buildings,
monuments and cultural heritage is concerned and also regarding the promotion of
arts and culture. These are the strongest CSR-image factors for both regions, even
if particular measures are perceived more strongly at the Red Sea (by about one
third of the visitors).

The North Frisian Islands are also able to stand out here and thus are a very at-
tractive holiday destination for CSR-affine clients.

Mallorca generally shows deficits regarding CSR-commitment to promote as
well as preserve culture which can be seen as grounds for increased CSR-activities
in this field.

Generally, it can be said for most tourist regions that they only win regarding
their CSR image among tourists who have already visited the region: CSR-profiles
among own clients are considerably more positive than among all tourists in gen-
eral. This can be used as a basis to communicate CSR-measures publicly in order
to offer the growing group of CSR-affine tourists a positive criterion for their
holiday selection.

Altogether there are great potentials to address a growing and well-funded tar-
get group as well as get them enthusiastic about one’s own offers through serious
CSR-measures. This is the case for operators, transport services as well as for
tourist regions including their hotels and infrastructure.



CSR as Corporate Strategy vs. “Greenwashing”:
CSR as a New Paradigm of Brand Management?

Christoph Willers and Agata Kulik

1 Introduction

In Germany as well as internationally there is an intensified discussion about cor-
porate responsibility (HARDTKE/KLEINFELD, 2010). The superior keyword in this
debate is named sustainability. Based on the social model of sustainability, the un-
derlying assumption for the implementation of Corporate Social Responsibility
(CSR)-Concepts is, that companies as social actors have to play a leading role to
guarantee the existence of today’s and future generations, too (GRUNEWALD,
2004: 5). Thereby e. g. the proceeding globalization, social value change and ris-
ing of moral demands, the increasing state withdrawal from social responsibility
as well as a set of economic scandals and some more factors count as drivers of
this development. While at the beginning this discussion was limited to certain
sectors, €. g. automobile industry or chemical industry, meanwhile “Sustainability”
can be found overall in the economy. The beginnings in the tourism sector already
started during the 1970s with a critical reflection of the issue “environment” and
the hint on mistakes in the development (KRIPPENDORF, 1975). This built the fun-
dament for a discussion about the concept of sustainable tourism.

According to a study of the GfK, the German holiday trip intensity raised from
about 70 % in the year 1992 to over 76 % in the year 2008 (WWF, 2009: 5). This
shows that more than three quarters of the population being older than 14 years
were at least once a year on a holiday which lasted more than five days. Caused by
a weak economy these activities are confronted by a decreasing spending for trips
abroad. Spontaneously the question comes up to what extent potentials for a sus-
tainability-oriented tourism in such a travel and price affine population can be
met. A study shows that in about three quarters of the German population a gen-
eral sensitization regarding topics like climate change, greenhouse gas emissions,
efficiency of resources etc. took place (BRANDSANDVALUES, 2009). Furthermore
even 30 % stated to choose travels after certain environmental standards resp. state
that they want to consider such criteria in the decision-making in the future
(SEVENONE MEDIa, 2009: 55).

R. Conrady and M. Buck (eds.), Trends and Issues in Global Tourism 2011, 301
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Against this backdrop, companies can position themselves lasting and reliable
with sustainability affine brand positioning and achieve thereby a strong USP
(Unique Selling Proposition) (LINXWEILER, 2004: 245). Not least by growing
numbers of substitutes in saturated consumer good markets, thoughts concerning
differentiation as well as creative, unique positioning considerations for brands
and products achieve growing importance.

Many companies of the tourism sector counter the sustainability-conscious
traveller with different projects and activities. Thereby the illustration of activities
towards the customer varies as strong as the activities themselves. While several
companies present activities proactive and “customer-equitable”, searching rele-
vant information about companies’ activities is quite difficult. In addition, the con-
tentual link (“fit”) between the authentic product resp. the service and the sup-
ported or implemented activity can often not be detected. As a result, aspired
thoughts concerning differentiation can even be seen as so called “Green washing”
in the public awareness (STOLL, 2002; LAUFER, 2003). In literature this term is de-
noted as the try of companies to achieve a “green image” by placing marketing
and PR-activities, but without implementing appropriate activities within the sup-
ply chain (LIN-HI, 2010).

This article deals with these questions in the area of tension between corporate
responsibility on the one hand and the consideration in the brand management as
well as the awareness of implemented activities in the sector sustainability on the
other hand. The main focus is to point out the success factors in effective man-
agement concerning the attainment of a strategic CSR-Fit.

2  Tourism and Sustainability

2.1 Concept of Sustainability and Corporate Social Responsibility

On the one hand it is obvious, that Sustainability and CSR have appeared in brand
management long time ago, on the other hand it can be observed that these terms
are used in different ways. Therefore the central question is, how exactly sustain-
ability is defined resp. how it can be differentiated from CSR?

Corporate Sustainability describes an orientation of entrepreneur business ac-
tivity, where the company ensures its economic success and thereby efficiently
optimizes the level of its absolute environmental and social compatibility under
appropriate consideration of authorised stakeholder-requirements. Therefore it
takes responsibility for its role and the consequences of its activities in economics,
society and environment (HERMANN, 2005: 19). Consequently sustainable develop-
ment can be defined as a development, which meets the requirements of today’s
generation, without endangering the possibilities of future generations. The request
to arrange this development in a long-lasting way applies for all countries and peo-
ple (WIESER, 2005: 43). Basically three different dimensions can be distinguished
within the framework: Society-, Corporate- and Instrumental levels (Figure 1).
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Fig. 1. Three dimensions of sustainability

At the top (society level), there is the general concept of sustainability, which is
interpreted in a very broad way and refers to the entire societal aspects. Sustain-
able economies can be characterized by three dimensions, which are reflected as
basic-constants in an entrepreneurial responsibility (Corporate Responsibility):

e The economic sustainability is reflected by the ability to take advantage of
value-added potential and transform them into competitive edges as well as
to achieve a long-term security of the company.

e The social dimension is a measure for social acceptability of entrepreneur
business activity and illuminates the relationships to stakeholder groups
(e. g. employees, suppliers, partners, etc.). Also, the establishment of so-
cially fair structures for further stakeholders (kindergartens, schools) is an
expression of social sustainability.

e The ecological dimension contains the protection and conservation of the
environment. Sustainable, ecological activities require a systematically re-
duction of environmental damage and risks.

Therefore assuming societal responsibility is a business objective, that is more and
more considered besides the achievement of economic aims like profit maximisa-
tion. In order to reach this aim, companies engage themselves e. g. in environment
protection, support projects in social sectors or particularly stand up for their em-
ployees. These activities can be combined under the term of Corporate Social Re-
sponsibility (CSR) (BROWN/DACIN, 1997). CSR can be defined as a result “as cate-
gories or levels of economic, legal, ethical and discretionary activities of a business
entity as adapted to the values and expectations of society” (JOYNER/PAYNE, 2002:
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300). Thereby CSR describes a voluntary long-term engagement of a company
inwards or outwards, which aims at a sustaining orientation of the corporate man-
agement, culture and structure (EUROPAISCHE KOMMISSION, 2001).

The instrumental level finally shows how sustainable activities can be imple-
mented in the company resp. which support services in the social and ecological,
but also in an economic context, result. This may include contributions in kind and
monetary donations or voluntary involvement of employees in social and ecologi-
cal corporate activities. In contrast energy efficient arrangements try to raise em-
ployee awareness besides resource conservation.

Thereby economical, ecological and social factors in line with sustainability
management can not be considered isolated from each other. Conflicts between
economical, environmental and social compatibility are not excluded in this con-
text (BALDERJAHN, 2004: 59 ff.). Sustainable Management therefore requires that
economic efficiency is brought in line with the value added potentials of social-
ecological acting (WEBER, 2008: 43). Therefore an equalisation of sustainability in
tourism with “ecological-tourism” does not fulfil the concept of sustainability.

2.2 Implementation of Sustainable Activities in the Tourism Sector

The concept of sustainability in tourism gains more and more significance in the
academic and practical debate since the 1970s (FYALL/GARROD, 1997: 52). It gets
particularly relevant against the backdrop, when the maximal tourist use of one
area without negative effects on the natural resources, the recreational possibilities
of tourists as well as on the host country’s society, economy and culture are
crossed (VORLAUFER, 1999: 27). Through the tightened competition between tour-
ist regions, limits regarding the use of the potentials of particular holiday destina-
tions become apparent. For a long time endogenous potentials (especially natural
conditions like climate, environment, landscape etc.) of the particular tourist re-
gions have been used as free offers, without considering possible consequences
resp. damages in a sufficient way (WOHLER/SARETZKI, 1999: 67). This realisation
goes along with the origin and establishment of the term “gentle tourism” and
builds the beginning of demands for a sustainable and future-orientated develop-
ment (BAR, 2006: 17).

This sensitization also took place on the part of the travellers, so that a lot of
travel operators resp. leisure activity providers follow these wishes by creating dif-
ferent projects and activities. The following examples show, that sustainability and
Corporate Social Responsibility have become part of brand management long time
ago and do not only affect the (anonymous) corporate level.

In direct context with a possible online booking the famous travel agency Stu-
diosus, which offers educational journeys, for example promotes itself with the
slogan “We take responsibility” (STUDIOSUS, 2010). The person who is interested
in travelling can get detailed information about developments, certifications or
CSR-projects in the sustainability sector. Concerning a rather sophisticated target
group, which is averse to package tourism, Studiosus sets the transparency of its
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acting and its communication in the foreground. By request a whole “sustainabil-
ity-world” is opened to the customer, comprising background information, current
CSR-projects and possibilities for engagement. In contrast to that the travel pro-
vider TUI cooperates, amongst others, with a soccer club and the Global Nature
Fund (GNF) and set up a project for drinking water treatment in Kenyan schools
and townships (TUI, 2010). It is noticeable, that the project as well as the general
company guidelines concerning sustainability are not communicated on the
mainly visited booking page, but instead can only be found on the general web
presence of the corporate group. In this way sometimes the travelling-interested
visitor does not notice the activities of its travel provider, in case he does not
search proactive for such information. A similar example can be found within the
hotel chain Best Western Hotels. The energy saving activities (construction of an
energy garden at a hotel in Fribourg) are not mentioned on the online-portal of the
provider. The communication only takes place in the media (BADISCHE ZEITUNG,
2010). So the potential visitor has no chance to receive this information, if he only
uses the provider’s web presence.

But if CSR-projects resp. company statements concerning sustainability are
communicated well-arranged and easily accessible to the travel interested person,
the information should also be of use and transparent for the customer.

E. g. people who are interested in the Latin America-Travelling provider aven-
TOURa can find the award of the company’s sustainability report under the rubric
“Sustainability” (AVENTOURA, 2010). But criteria, which have been decisive for
the positive award, are not apparent to the traveller. Therefore it is doubtful, if this
information offers orientation to the customer or if it makes him insecure? Besides
questions about the transparency of information concerning the topic sustainability
and the integration in the whole company culture and communication, especially the
so called “fit” resp. the accuracy of fit between action and company, gain relevance.
The deficient fit-realisation can be shown with the example of the leisure and family
park Europa Rust. The voting for “Miss Germany 2010 under the topic “United
Charity — Beauty for good cause” was carried out at the park in 2010 (EUROPAPARK
RuUsT, 2010). Linked to this contest was an auction for children in need. For the ob-
server the vote for “Miss Germany 2010 stands clearly in the foreground, which
overlays the aspect of social sustainability (donation and aid for children). Thereby
the risk exists, that during the visitor’s information-converting-processes the activity
does not fit to the company resp. to its service, so that dissonances, which can lead
to reactive behaviour under certain circumstances, occur.

3 Chances and Risks of Corporate Sustainability

Impacts of sustainable economic activities for the tourism sector can be found on
all touristy value added process levels (travel providers, organisers, transport, ho-
tel and restaurant industry) — as well because of own activities as on the part of
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Fig. 2. Chances and risks along the touristy added value process

demands and the resulting requirements of actors involved in the market (Figure 2).
These effects can be reflected in a multiplicity of chances and risks for companies,
which are described exemplarily in the following (WILLERS/WEBER, 2009).

Companies connect in line with sustainable management their economic suc-
cess with social and ecological responsibility towards their employees, guests and
society, but also towards environment. For some years several stakeholder require
an assumption of ecological responsibility by the companies (KiM, 2002: 7). The
ecological dimension of sustainability contains the environmental protection
through corporate activities and builds the base for the implementation of ecologi-
cal brand attributes. The aims are e. g. the minimization of the material flow resp.
the application of resources in line with the process chain and the environmental
impact by toxic emissions as well as the increase of the recycling quote (MULLER-
CHRIST, 2010: 323 ff.).

A sustainable management with clearly defined criteria, rights and responsi-
bilities on both sides can thereby not only strengthen the mutual trust against the
consumer, but likewise the own competition position, for example during the
compliance of quality criteria. Investments in energy efficient activities in turn
can lead to resource savings. A sustainable corporate strategy often leads to an
advanced potential of innovations, consequential generates investment chances
and strengthens motivation and binding of employees. The identification with
the own company also increases the company’s attractiveness for potential em-
ployees (WESTBERG, 2004: 48).

Further innovative products and services in the tourism sector can make new
target groups accessible, e. g. the so called LOHAS (Lifestyles of Health and Sus-
tainability). In the long term, ecological enterprise value and the fortification of a
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brand with sustainable attributes can especially improve the company’s image and
reputation in target groups, in which ethnical and moral requirements have an out-
standing position, (MEFFERT, 2009: 1). However, the requirement is to fulfil the
sustainable promises. In addition the linkage of sustainable brand attributes and
products along the tourism supply chain can boost sales quantity, because of addi-
tionally given buying, resp. booking incentives, in form of a “Feel Good Factor”.
Studies show, that the pure conscience having bought sustainable states is an im-
portant buying incentive (SEVENONEMEDIa, 2009: 11; EVERSLOH, 2010: 40).

On the other hand chances always stand against certain risks, which need to be
considered for all sustainable activities. Certain cost risks for procurement will
result from today’s commitments in the future (for example limit prices in Fair
Trade, which have to be paid independent from markets price variations). But
what happens, if the traveller — against all surveys — is not willing to pay an addi-
tional charge for fulfilled environmental or social standards? Beside the selection
of sustainable aspects the evaluation should be also considered. Which criteria are
applied, is validity guaranteed, who places appropriate standards, can companies
A and B be compared with each other, etc.? How do social standards for compa-
nies and local providers look like? In consideration of ecological “correct” con-
veyance of passengers discussions result — do the chosen means of transport con-
tribute to the best eco-balance?

The question, if sustainable engagements of companies are no self-concept in
terms of an honourable tradesman and if CSR is just “communicated” should be
looked at. Thereby the win of new potential target groups should always respect
the requirements of the “old” target groups. Furthermore there is a danger to dilute
the brand by loosing its constancy. It is not seldom that the results are “Green-
washing” reproaches. Hereby PR-methods are criticised, which want to give com-
panies an environment-friendly and responsible image in the public, like “all kip-
pers and curtains” (STOLL, 2002; LAUFER, 2003). Originally the term applied to a
suggested environment-friendliness; meanwhile it is also used for suggested cor-
porate responsibility (LIN-HI, 2010). An actual example from the restaurant indus-
try makes this clear: In 2010, McDonald’s began to replace the colour red in their
German company appearance by green, to point out their “environmental respect”
(HERMES, 2010: 40). This has been — against the damage of brand-constancy rele-
vant aspects — noticed very negative as Greenwashing in the public’s perception
(FINANCIAL TIMES DEUTSCHLAND, 2009).

4 Management for Best Practice

The achievement of chances and the appearance of risks in line with corporate
sustainable strategies are linked closely to the (non)consideration of different fac-
tors of success. Thereby four central aspects can be derived: product/brand refer-
ence (“fit”), integration within the company’s culture, transparency and strategic
management (Figure 3).
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Fig. 3. Factors of success of sustainable management

The evaluation of possible sustainable activities of a company and the following
information processing by the traveller are in a strong way affected by a realised
“fit” resp. congruency between acting and the linked product/service and the
brand. Brand communication adjusted to these elements is combined under the
concept of Corporate Sustainability Brandings in literature. This is defined as the
“process of goal-oriented distinguishing of a corporate brand by corporate sustain-
ability.”(HERMANN, 2008: 349).

A lack of congruency can lead to dissonances and force rejecting acting of the
traveller. Consequently the danger for companies exists, that the chosen sustain-
able strategy elements and therewith linked activities do not fit to the product and
the brand or are even critically examined. Sometimes reproaches concerning the
tracking of profit maximization instead of social help or the commercialization of
an ecological or social aim occur.

By formulating a semantic network the “bridge” between sustainable activity
and the range of products/brands can be displayed (WEBER/WILLERS, 2009).
Thereby a semantic network displays the associative relations between multiple
terms and objects. If mental processes attain a plausible association, a high close-
ness in terms of content between objects can be identified. If it is difficult to get
from one term to another within the network, there is a high semantic distance. In
psychology this represents the length of association chains between two cognitions
(GRUNERT, 1990: 22). This exemplary construction of associated knowledge in a
network allows a precise formulation and ability analysis of the relation, which
could exist between activity and product resp. the advertised brand. Figure 4 shows
exemplarily that a high contentual fit between the supported project partner “My
climate” and the therewith linked flight service exists within the Lufthansa group.
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Via the project partner CO,-loads of a travel are calculated and appropriate com-
pensating payments are made. With this exemplarily built association chain the
traveller may achieve a fast and plausible association from the flight trip across
questions concerning the discussed CO,-emission to an appropriate compensation
and finally to the communicated project “My climate”.

MICHAEL (2003) states, that sustainable strategies generally are linked to the en-
tire communication in terms of an integrated communication and should orient
themselves to the product’s brand core or to the company to communicate an au-
thentic, consistent and first of all unambiguous overall picture as well inside as out-
side. Therefore the integration of sustainable relevant activities in the corporate act-
ing should happen in front of the background of the particular business culture and
the image. Not every company suits for all activities. But the understood and lived
culture of a company needs to be compatible with planned activities. Thereby it is
important that economic, social and ecological engagement is part of the underlying
business strategy and is built on the base of a coherent value system.

The more information exists about a market, the more transparent it is. Concur-
rently transparency develops credibility. Within the communication it has a key
role. Because the more reliable a source of information is the earlier the communi-
cant will accept its arguments (HRIBAL, 1999: 203). THOMMEN (1990: 132) there-
fore thinks that credibility was the central leitmotiv of corporate activity.

In line with sustainability principles of acting, standards and norms can create
the base for the establishment of transparency. E. g. there exists the norm group
ISO 14000 (environmental norm), which refers to questions linked with productiv-
ity processes and services of environmental management. The aim to improve
working conditions in the global Supply Chain worldwide can be reached with the

Fig. 4. Semantic network Lufthansa — My Climate
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Business Social Compliance Initiative (BSCI). The Social Accountability (SA)
8000 is said to be the first worldwide certifiable standard for social responsible
business management. The “Eco Management and Audit Scheme” (EMAS) corre-
sponds to the standards of ISO 14001 e. g. stands for a continuous improvement of
ecological activity. Beyond that since 2010 the norm group ISO 26000 (ethnical
norm) is published. This non-certifiable norm should define, what accounts for
“social responsible acting” and formulate recommendations how these should be
implemented in organisations. Therefore the challenge for the (brand-)manage-
ment is to convince the stakeholder of the reliability of sustainable engagement by
acting in a transparent way. Thereto on the one hand clear efficiency statements
should proof the performance, which in turn are communicated transparently. Ob-
jective certifications, rankings and tests support authenticity and therewith the sus-
tainable strategy’s impact.

The last important aspect to mention is the strategically management of sus-
tainability. In many cases companies have the will and ideas concerning sustain-
ability. Rather sometimes the strategically and stepwise implementation of rele-
vant activities is failed (Figure 5).

Identification and controlling
of chances and risks

Planning Realisation Control Adjustment

Objectives Defining Implementing Control Correcting

of CSR CSR CSR of CSR CSR
strategy acitivities activities

Why? How? Which activities?
Where? Who communicates?
Who? By whom is information being communicated?
When?
With whom?

Fig. 5. Strategic implementation of sustainability

Actors often implement under pressure “ad-hoc sustainability”. Reasons therefore
are the results of different aspects, especially a lack of know-how within this very
complex field of action, missing intern assistance or small financial and personal
resources. STECKENBAUER (2006: 164) e. g. indicates the often very short-termed
orientation and operative direction in the tourism marketing.
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A stepwise realisation is defined by a transparent and credible communication
of the activities. In addition the control of a target achievement and its impact
should be done to increase effectiveness and efficiency of arrangements resp. to
adapt these if necessary.

5 Conclusion

By including the value “sustainability” to the brand strategy and communication, a
real advantage in competition can be achieved. The tourism sector has discovered
the value of the mega trend “sustainability”, but has not at all taped the full poten-
tial. Rather it counts to impart this value inwards and outwards: Inwards to show
responsible acting to the employees, outwards to communicate a visible additional
value for the customers and therewith to place a new standard.

Concerning the question, for which brand the people will decide, the affinity to
sustainable consumer behaviour will become more and more an intense attribute
to distinguish. This can also be transferred in the brand creation — considering all
chances and risks. Thereby CSR has to come within and also needs to fit to the
brands core (“fit”). Without an institutionalisation of the sustainable principle —
inwards and outwards of tourism sector companies the risk exists, that sustainabil-
ity remains a “goal to dream of”. Just to sell the “clear conscience” does not suf-
fice. The implementation of such an ad-hoc-CSR rather holds the danger of no-
ticed “Greenwashing”.

As a result, for the (brand-)management exists the challenge in convincing the
stakeholder of the authenticity of sustainable engagement. For that purpose clear
certificates of performance need to be provided and these in turn need to be com-
municated transparently. The shown stepwise proceeding under consideration of
the presented factors of success can build the base for this.
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Socially Responsible Investing — Implications for
Leveraging Sustainable Development

Tobias Luthe and Markus Schuckert

1 Sustainability and the Finance Sector

Socially responsible investors (SRI) favour certain companies over others for their
accomplishment of certain sustainability criteria from social and ecological as-
pects, in fields such as labour rights, the production of weapons or the use of al-
ternative energy resources (Hamilton et al., 1993).

What sectors and industries are excluded from and included in SRI funds is
specific to the individual funds and cannot be generalized. In so called sustainabil-
ity indices stock markets define portfolios of SRI funds guided by different objec-
tives. The Dow Jones Sustainability Index (DJSI) for example, launched in 1999,
tracks the performance of leading sustainability-driven companies worldwide, co-
operating with SAM (Sustainable Asset Management') and the Dow Jones Index.
It serves as a benchmark to analyze the sustainability of investments. Its underly-
ing sustainability assessment follows a set of criteria from economic, environ-
mental and social dimensions (table 1). Each criteria is weighted, their assessment
is done by the Sustainable Asset Management (SAM) questionnaire.

In recent time public focus for corporate social responsibility (CSR) has sharpened
considerably, demanding that companies and firms shall act more responsible to-
wards the social and natural environment (Rennebog et al., 2008).

A fundamental question is whether a company should aim at maximizing its
own (shareholder) value or the social and ecological value being the sum of values
for all stakeholders to become more sustainable?

Responding to this question some argue that engagement in ,soft’ factors such
as CSR, being not directly within a firm’s core strategic focus of maximizing their
return on invest (ROI) will result in trade-offs in their financial performance, due to
increasing costs for socially responsible actions that might lead to economic disad-
vantages to their competitors. On the opposite there have been positive arguments,

' SAM is a global asset managing company focusing on SRI. http://www.sam-group.com.
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Table 1. Corporate sustainability assessment criteria of the Dow Jones Sustainability Index’

Dimension Criteria Weighting (%)
Economic Codes of Conduct/Compliance/

Corruption & Bribery 6.0

Corporate Governance 6.0

Risk & Crisis Management 6.0

Industry Specific Criteria Depends on Industry
Environmental Environmental Reporting* 3.0

Industry Specific Criteria Depends on Industry
Social Corporate Citizenship/Philanthropy 3.0

Labour Practice Indicators 5.0

Human Capital Development 55

Social Reporting* 3.0

Talent Attraction & Retention 55

Industry Specific Criteria Depends on Industry

*Criteria assessed based on publicly available information only

stating that the costs for CSR are minimal compared to the possible benefits of
motivation for employees, for the company’s culture and working atmosphere, for
the firm’s reputation in the public as well as for risk management. A third view-
point is that investments in CSR are considered as quite substantial but will be oft-
set by gains in other areas, at least on the long term. This general discussion about
the relationship between the perception of CSR in companies and their financial
performance has been existing for more than twenty years (McGuire et al., 1988;
Cornell and Shapiro, 1987).

Because of the exclusion of certain investment opportunities that are not valued
as socially responsible, it is criticized that SRI funds underperform conventional
funds or investment opportunities, and the higher the screening intensity for a
higher social standard, the lower is the performance of the SRI funds. Recent stud-
ies have shown, however, that for most countries there is no statistically signifi-
cant evidence for a general underperformance relation, but that a higher screening
intensity may decrease the performance of SRI funds (Renneboog et al., 2008),
because such funds cannot participate in and profit from the potential growth of
various/other sectors.

Those finance institutions developing SRI funds communicate indeed their long
term success because such investments avoid uncontrollable risks that origin from
not sustainable behaviour (Sarasin, 2009), although in the short term their per-
formance may be lower. SRI funds are expected to show superior risk/return pro-
files because SRI investors value sustainability as a catalyst for long term success-
ful, less risky management.

2 http://www.sustainability-index.com/07_htmle/assessment/criteria.html.
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2 Linking Responsibility to the Consumer

The finance sector does maybe not inherit the best reputation in terms of acting
socially responsible, but rather being self focused on short term revenue and cash-
flow maximization, despite the negative impacts and side effects such practices
might cause in the social and natural environment. The recent economic crisis
from 2007 to 2009 has been caused to a great extent by the finance sector through
extremely risky investments, bets and transactions for maximization of revenue
and cash-flow, building up a huge global bubble that finally burst.

It has been generally assumed that investors are only interested in earning the
highest possible return for a given amount of risk. In accordance to this assump-
tion, investors are mostly unwilling to sacrifice on the possible level of ROI for
socially responsible behaviour (Pava and Krausz, 1996). This implies that human
behaviour is driven by the maximization of self-interest which is usually stated in
economic textbooks known as homo economicus: a maximized return driven be-
haviour (Fehr and Gachter, 2000, 2002). However, empirical evidence has shown
that aspects of responsibility towards the social and the natural environment, self-
lessness in general steer human behaviour as well (Fehr and Fischbacher, 2003).
In the economic literature further evidence can be found that — despite the human
egoism of maximizing self-interest — social sanctions or loss of reputation may
stimulate responsible behaviour of individuals even if additional costs are in-
volved (Akerlof, 1980; Romer, 1984).

The financial system is interwoven with market supply and demand, thus each
individual decision and behaviour counts in steering the system, in defining what
level of social responsibility and sustainability in general could or should be
achieved, defined by the total sum of all individual values for all stakeholders.

3  The Finance Sector and Climate Change

Being the world’s major capital provider, banks are constantly prone to risks, un-
certainties and opportunities, and therefore their assessment is positioned within
the banks’ core tasks and competencies. Climate change is a major threat for busi-
nesses as it is for the world society. There are both direct and indirect threats and
opportunities, for example direct through the more frequent occurrence of extreme
natural hazards or indirect through policy adaptations, exploitation of resources or
value shifts in society. Opportunities may arise from new industries and innova-
tions being developed and strengthened such as from renewable energies. With
regard to risk management the success of the banking sector will be partly deter-
mined by their ability to anticipate the impacts of climate change, and conse-
quently by their ability to direct investments into a more climate friendly economy
(Furrer et al. 2009).
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4 The Responsibility of the Finance Sector

However, because of their central role as the world’s major capital provider, banks
have the power to trigger and control certain developments by strategically directing
investments into certain industries, sectors or practices more than to others. This
power involves the social responsibility to carefully direct and use this role. Climate
change poses risks on the banking sector and may directly or indirectly threaten its
future; reversely the banking sector can partly help to steer the world’s economic
development in a direction that slows down and mitigates climate change, as it can
with merely social developments. The decision where major sums are being invested
may well affect the international business environment and outstream on the world
sustainable development. In responding to global environmental change a major
challenge is the decoupling of economic growth from environmental degradation,
leading to a qualitative growth model. One indicator for a more sustainable qualita-
tive growth model is the transformation to a low-carbon economy, an economic sys-
tem that is capable of emitting less carbon dioxide equivalents by strong technologi-
cal efficiency increments, by a generally lowered consumption and production, and
by a financial and political stimulus system of an international cap and trade market
for emissions, today in place as the Clean Development Mechanism (CDM)’. The
finance sector has a key role and a key responsibility in this development, defining
the term of socially responsible investment.

5  Sustainability Reporting in the Finance Sector

As part of their CSR engagement the finance sector began to publish sustainability
reports in order to not only — as conventionally done — inform shareholders and
customers about its economic performance, but to become more transparent within
their overall social responsibility to their clientele and to the public in general.
Sustainability or CSR reporting has more and more become a commodity of major
companies, not only in the finance sector but also within the tourism industry.
Reporting often follows the international standard of the Global Reporting Ini-
tiative (GRI) to ensure completeness, comparability, transparency and trustworthi-
ness. The GRI* includes general criteria such as the overall strategy and analysis
of the firm, its general profile, corporate governance, environment, society, prod-
uct responsibility, economic aspects and more specific financial parameters such
as the internal scanning criteria for SRI funds. One example may be the GRI re-
port of the Bank Sarasin, a leading and pioneering supplier of private financial
services (Sarasin 2009). Sarasin has a long Swiss history, founded in 1841 by the
Sarasin brothers who also founded the Swiss National Park Engadin in 1914. First

3 http://www.cdmgoldstandard.org.

* http://www.globalreporting.org.
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time in 1989 Sarasin included ecological criteria into their product performance
assessment, starting their engagement in SRI. In 2009 SRI funds made up for 21 %
of their total managed funds. In 2008 Sarasin signed the ,Investor Statement on a
Global Agreement on Climate Change’, is as well participating in the Carbon Dis-
closure Project (CDP) and follows the Principles of Responsible Investment
(PRI)’. The CDP aims on communicating the carbon emissions of leading interna-
tional firms and their strategies to minimize their emissions. The PRI are an inves-
tor initiative in partnership with the UNEP Finance Initiative® and the UN Global
Compact’. The PRI provide a framework that environmental, social and corporate
governance (ESG) issues are being considered in investment portfolios.

In addition to their growing SRI product portfolio Sarasin implements CSR
within their own organization, for example in energy efficiency, in human re-
sources — gender mainstreaming or personal career development — and sponsors
cultural events as well as scientific think tanks outside its institutions. The Sarasin
internal sustainability research approach for the development and rating of SRI
funds follows a three-step analytical approach: first all industry sectors are ana-
lyzed for ecological chances and risks to identify the best fit in sectors and com-
panies, second and building up on the first step the specific behaviour of the re-
spective company is assessed, and thirdly a financial assessment is applied. The
interplay of ecological and social aspects with the financial performance is of high
importance in order to define and estimate the underlying risks for the long term
performance of a SRI fund. In the analyzing process Sarasin exempts firms from
the sectors nuclear energy, weapons, chlorine and agro chemistry, tobacco, porn
and genetically modified agricultural products (Sarasin, 2009). Sarasin is amongst
the first banks engaging into SRI and may be one of the leading suppliers of sus-
tainable investment portfolios today.

This very simplified summary of a highly complex interrelated system of fi-
nances, economics, market functions and politics shall open the critical view on
what socially responsible investing means, and how it relates to the world’s major
service industry, tourism.

6 Investing in Tourism

Travel and tourism today are the major service industry worldwide, and thus an
important sink of capitalist accumulation. This fact creates opportunities as well as
risks and responsibilities. Tourism development is depending on investments and
capitalization, providing local or regional employment and development. On the
contrary, tourism operations harm the environment. Neglecting cultural traditions

5 http://www.unpri.org.

S http://www.unepfi.org.

7 http://www.unglobalcompact.org.
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in foreign countries, the exclusive employment of non-local staff, over-consumption
of water in arid places and emissions from aircrafts and cruise ships are key exam-
ples of non sustainable tourism operations. A third dimension are influences from
global environmental change affecting tourism, for example climate change on
diminishing snow reliability for winter tourism in mountain regions, or economic
crashes such as the described financial crisis in 2007-09. Tourism is dependent on
investments, and the global economy, even more so in rural places, is dependent
on tourism, but irresponsible tourism and management can lead to harmful, de-
structive and not sustainable development.

Investments in tourism thus need to follow similar criteria of SRI, as outlined
for the SAM and the DJSI. A framework to measure and assess the sustainability
of the tourism industry has been provided by the World Tourism Organization
UNWTO with the Global Sustainable Tourism Criteria (GSTC). Launched at the
World Conservation Congress in 2008 the GSTC are a set of 37 voluntary stan-
dards defining a baseline any tourism operation should follow and intent to
achieve. Socially responsible investments should therefore be guided by these cri-
teria when investing into tourism, but unfortunately this has not yet become a
common practice in any industry.

7 Conclusion

Socially responsible investing (SRI) can help to drive a more sustainable devel-
opment of the word socio-economic system, in fact SRI is necessary in order to
cope with global environmental change, mitigate climate change and support the
fair economic development of poor countries. Guidelines for SRI in general both
on an institutional, sectoral and on an applied level exist and are in place but still
need to become adopted by a greater number of actors.

In the tourism industry in especial the implementation of criteria such as the
GSTC on a broader industry level is needed to leverage the growing niche of
sustainable or responsible tourism operators and practices on a level that affects
the whole industry to drive a real change towards sustainability. The finance
sector is asked to direct capital flow into tourism according to SRI criteria as
provided sector specific with the GSTC in order to support the sustainable
change of the tourism industry and in order to follow the social responsibility
code of the finance sector.

However, the link between both industries in terms of SRI does not yet seem to
be appropriately developed.

8 http://www.sustainabletourismeriteria.org.
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Beyond the Boundaries of the
Tourism Industry






Competent and “International” Body Language
as a Key Qualification in the Tourism Industry

Monika Matschnig

Be it within curriculums of appropriate training facilities, in advanced training
programs or in job profiles of the tourism industry, there is one aspect turning up
more and more frequently, namely the aspect of body language.

One explanation for this is undoubtedly the growing importance of non-verbal
communication with respect to business relations and business situations in gen-
eral. After all, working life requires a high degree of willingness to communicate,
and apart from job-related qualifications, companies also expect a well-trained
demeanour in front of the most varied target groups. Thus, the so-called soft skills
play a decisive role and give a competitive edge in this glutted market. Every per-
son wants to appear self-confident, determined and vigorous, even if he feels un-
sure of himself, shy or overtaxed. This is not a problem with the right body lan-
guage. Those, who have over and above that the ability to empathize and know
how to read signals from business partners, colleagues and superiors, have a clear
advantage in situations like negotiations, presentations and appraisal interviews.

Another explanation for this is that a sector as complex and heterogeneous as
the tourism industry requires particularly diligent training with regard to body lan-
guage. Just like the vocabulary of a foreign language, gestures in body language and
their meanings may differ from nation to nation or rather from culture to culture, but
these subtleties are often not as consciously perceived as verbal barriers are. How-
ever, when crossing borders, it is often the non-verbal communication that is more
important than the verbal communication, but it is more “dangerous” as well. The
higher the dependency of facial expression and gestures on cultural standards, the
more likely is it to drop a (non-verbal) clanger. Especially in formal, business situa-
tions, for example international meetings, this may have a negative effect on con-
versation and negotiation results. Therefore, it is advisable to swot up vocabulary,
even at a non-verbal level, in order to always find the right words and gestures.

Let’s get back to the basics of our personal background for the moment. Before
daring to attempt foreign body languages, it is necessary to have a good command
of one’s own body language in order to increase one’s own repertoire. The reason
for doing so is that the individual body language of a person, in other words pos-
ture, gestures, facial expression as well as voice volume and tone, constitute 93
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per cent of the impression that we give to others. This is hardly surprising because
the body language of a person reveals more about the personality than a thousand
words could. No other human language is as elemental, nor as honest, as our body
language. Words can deceive, words can lie; but a fake smile cannot hide the
truth. Whether we like it or not, our body betrays our true feelings and thoughts.
Thus, understanding posture, gestures and facial expression correctly can be of
great advantage. On the one hand, it is helpful because we can use this knowledge
for our own body language, since the right gesture at the right moment can some-
times work a miracle. On the other hand, it is helpful because we are able to inter-
pret body signals of other persons.

An “evergreen” in respect to body language, which has proved to be true time
and again, is the finding that the first impression is the last impression. Without
being aware of it, we form an opinion about a person we are meeting for the first
time in a matter of seconds. That explains, for example, why the importance of the
handshake when first meeting someone is not to be underestimated. This is espe-
cially true for business sectors such as the tourism industry, in which service cul-
ture plays a dominant and decisive role. In fact, many psychologists share the
opinion that the success or failure of a business relationship can depend on the
right handshake, because the way two persons greet each other says a lot about
their intention, self-image and attitude.

e A strong handshake is an indication of a strong and self-confident character.

e A limp handshake, in which the fingers are not stretched out properly and
where the other hand is not grasped properly communicates that the person
is insecure.

o Extending the whole hand until the two hands are web-to-web when greet-
ing someone, is a sign of an open person, who has no reservations and
shows total commitment.

e Those who leave a hollow space between the palms when shaking hands
might be open but are not willing to reveal everything yet.

e Also a person with a “stiff” hand or someone, who grasps the palm only
with the fingers when shaking hands, wants to keep a distance.

e Those who extend only a few fingers to the other person might be present
but indifferent.

e If the palm is facing up when greeting someone, it indicates that the person
is dominant.

e A person who further grasps the forearm of the other person with his free
hand is dominant as well. This person wants to lead.

e A person who covers the top of the other’s hand with his free hand ex-
presses something totally different. This emotional gesture can be seen as a
very appreciative one.
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e This sort of handshake is not to be confused with the so called “used car
dealer-attitude”, in which the extended hand is grasped from the sides with
both hands. This is supposed to create a sense of familiarity, but in fact,
comes across as rather unappealing.

The purpose of using body language at the first impression and at the ones that
follow is to have a sovereign as well as a positive effect on business partners,
superiors, employees and customers. Our posture, the way we stand, sit or walk
is our very own business card. With a firm posture, i. e. standing straight, with
the chest out and the head up, we communicate self-awareness and self-
confidence whereas a person, who is always restless, someone who is very stiff
or someone who is literally droopy, has a completely different effect on others.
Such people come across as undetermined, inflexible and listless. In addition to
the right posture, it is essential to have a sovereign and natural gait to leave a
pleasant and competent impression on others. Just like we have an ideal posture
while standing, we should make sure that we do not slouch while walking either
— after all, the Stone Age is long gone.

So that was a bit about the basics of successful body language in today’s busi-
ness world. In case of tourism industry however, there are other, more specific
challenges to face. After all, one body language is not like another — much less in
international communication.

International Body Language

Just like foreign language vocabulary and grammar rules non-verbal signals of
other nations and cultures play an important role in intercultural communication
and indeed make it a lot more complicated. The reason for this is that facial ex-
pression, gestures and posture are closely related to a specific culture and social
norms. Countless studies have proved that emotional facial expressions are uni-
versally decodeable, but are nonetheless not always understandable. Basic or uni-
versal emotions like fear, happiness, sadness, surprise, anger and disgust are ex-
pressed in the same way almost all over the world and for instance are shown by
frowning as a sign of scepticism or anger. Nevertheless it can depend on the re-
spective social conventions, not only who laughs, but also when and in which
situation. Thus, dropping a clanger can happen really easily in international com-
munication and it is advisable to be aware of the peculiarities in international body
language.

In order to demonstrate the importance of international differences regarding
non-verbal signals, it is worthwhile paying special attention to some examples that
underline the range and consequences of body language communication difficul-
ties between nations and cultures:
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In 1988 a Thai entertainer was sentenced in Los Angeles for having mur-
dered a 32-year-old Laotian. The Thai was a singer in a Thai cabaret. The
landlord, a Laotian, put his foot on a chair so his sole was facing the Thai.
The Thai interpreted this according to the Thai-Laotian culture as a gross
insult and shot the Laotian after the show.

In 1995 the US-congressman Bill Richardson travelled to Iraq to meet Sad-
dam Hussein in order to negotiate the release of two Americans. When he
took his seat, he crossed his legs so that Saddam Hussein could see the
soles of his shoes. As a consequence, Saddam Hussein instantly left the
room and the negotiations were broken off. In some Arab cultures the soles
are seen as the dirtiest part of a human and it is therefore an affront to show
them to somebody.

In 1995 a wedding in Southern Egypt ended with two persons dead and
three wounded because the groom took his bride by the hand in order to
take her home. The bride’s brother found this inappropriate, because ac-
cording to Egyptian traditions a man and a woman are not allowed to show
their affection towards each other in public before their marriage has been
consummated. The bride’s brother reproached the groom’s uncle because
the groom had not been brought up properly. This led to a fight in which
the uncle and the brother were killed and three more wedding guests suf-
fered gunshot wounds. And this all happened only because a newly-
married couple was holding hands.

In Saudi Arabia an American woman kissed an American man on his cheek
in a car. This was observed by a member of the National Guard. Both
Americans were married, but not to each other. As a result the American
woman was deported from the country, the American man made the mis-
take of complaining about this and was therefore thrown into prison.

An American lawyer accompanied the governor of his state to Japan. There
he held a speech to high-ranking Japanese civil servants. After his speech
he was quite dejected because he was under the impression that the audi-
ence had been asleep. But it is actually a token of highest concentration to
close your eyes and slightly nod your head while listening to a speech.

The fact that the Japanese do not smile might lead every European to the
conclusion that there is nothing to laugh or smile about for them at all, that
they are not happy but sullen and humourless instead. But the reason for
the eternally neutral facial expression is a completely different but yet sim-
ple one. It does not befit them. In the Land of the Rising Sun it is still un-
usual to show any emotions, including happiness of course, and therefore it
is avoided. Japanese men do not laugh in public and the women do not
show their teeth while laughing. The natural facial expression in the West-
ern world is only slowly gaining acceptance in the Far East, but at least it is
now tolerated. And as the merits of smiling, such as the release of neuro-
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transmitters (the “happy” hormones), are recognised and accepted, the
Japanese are even putting effort into training smiling.

The Japanese “smiling problem” shows just like all the other examples, that a simple
facial expression which naturally belongs to one’s own repertoire of body language
can be inappropriate when in conversation with a foreigner. For instance the correct
way of having eye contact holds pitfalls that should not be underestimated.

In Northern Europe and North America direct eye contact stands for frankness,
honesty, integrity and interest. Arab cultures too are accustomed to intensive eye
contact, but it does not necessarily mean that they are interested in intensifying the
contact to the opposite number. Instead they want to find out the real intentions of
the other person, based on the conviction that “eyes don’t lie”. Nevertheless, this
peculiar gesture can be easily misunderstood. According to the Arab culture, peo-
ple who do not want to show their inmost feelings keep their expressions to them-
selves and don’t turn their face to their interlocutor, but to other people. This be-
haviour can easily be judged as a lack of interest, but simply might just be an ex-
pression of shyness or restraint. Assuming a lack of interest from not looking at
your opposite number would also be wrong in Japan, because direct eye contact is
regarded as an invasion of a person’s privacy and therefore looked upon as impo-
lite. Even in offices, where the Japanese sit close to each other, it is an unspoken
code not to make eye contact and thus tolerate the other’s privacy. They don’t
even look at each other while bowing as a greeting.

Furthermore, the correct way of greeting can be crucial to the further develop-
ment of international contact. Whereas the classical handshake is a common greet-
ing gesture in the occidental culture — firm for the Germans and Americans, but
soft for the French —, the greeting rituals in Asia differ strongly. The so-called
Namasté-welcome, which is very common in India and many parts of Asia, re-
quires a small bow made with hands pressed together in front of the chest. Simi-
larly, the hands are often also clasped together in the Middle East and Latin Amer-
ica. The typical Japanese welcome is a mixture of both greeting gestures and con-
sists of both, a small bow and a handshake. In order not to do anything wrong, the
most important element of a non-verbal greeting is the distance to the opposite
number. The distance of an outstretched arm should be maintained. Moreover, the
bow should reflect the relationship of the persons towards each other. There is
only one golden rule to follow: The bow of the person, who is in terms of hierar-
chy (such as age, social status etc.) below the other one, should be deeper and
longer. In general, a medium deep bow is suitable for most occasions.

People in search of a clear “yes” or “no” should also know the various alterna-
tives of non-verbal communication when acting internationally. A nod of the head
indicates agreement in the whole world, but in some cases, e. g. in India, Pakistan
or Bulgaria, the side-to-side tilting of the head means the same.

Disagreement is just as diversified. Apart from the ubiquitous head-shaking, there
are further signals indicating disapproval that might not be understood immediately.
Some examples are throwing back one’s head in southern and Arab countries, rais-
ing the eyebrows in Greece or waving one’s hand in front of one’s face in Japan.
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While you can’t do too much wrong with regard to international facial expres-
sions, the ice you walk on while gesturing is a lot thinner. Many of the gestures we
naturally use in everyday life exist in other nations, but often they indicate some-
thing completely different. Assuming that the same signal means the same thing
everywhere can lead to embarrassing misunderstandings.

Even the frequency of touching the opposite number can be a pitfall of non-
verbal communication. In South America it is common to touch the other person
about 180 times per hour; a behaviour that would irritate or even shock most peo-
ple in Europe. On the other hand, a South American visitor participating in a typi-
cal Northern European conversation with less body contact might think his inter-
locutor did not like him very much.

The space somebody needs to gesture is also a very important factor, because the
more space somebody needs, the more attention he is attracting. So the more room
the arm movements take up, the greater the effect and starker the impression on the
onlooker. That is one reason why men use bigger gestures than women in most cul-
tures. But there are also many divergences at an international level. If an American
manager wants to emphasize a point during a discussion, he bangs his fist on the ta-
ble and accompanies his own words with staccato drumming on the table. Even fe-
male managers use this gesture, but in a slightly toned-down variation.

In contrast, Japanese men do not need as much space for their gestures. “Space”
is restricted in Japan and claiming lots of elbow-room could be seen as intruding
into the private territory of others. To the Western way of thinking “typical” Japa-
nese behaviour might seem servile or self-conscious, and for instance during busi-
ness negotiations even uninterested or indifferent. Japanese, on the other hand, re-
gard intensive arm movements as a distraction and thus cannot concentrate properly
on the spoken word. In contrast to this, Arabs make even more use of their arms in
non-verbal communication than Americans. They emphasize each word with huge
gestures and thus indicate clearly their emotions like annoyance or enthusiasm.

Not only can gestures be very different, but also extremely misleading — even
more so when particularly self-explanatory and commonplace signs are involved.
In North America and Europe, joining the thumb and index finger to form a circle
and holding the other fingers straight signals agreement and approval. The Japa-
nese use it as a symbol of money, in France, Belgium and Tunisia it is understood
as “zero” and describes something as being worthless. In Malta, Tunisia, Greece,
Turkey, Russia, parts of South America and in the Middle East the “O”-sign is re-
garded as an obscene and insulting gesture.

“Thumbs up” is made by extending the thumb upwards and is a sign of ac-
knowledgement almost everywhere, but for instance in Australia and Nigeria it is
an uncalled-for method of telling someone to go away. Raising the index and mid-
dle finger and separating them to form a “V” is a symbol for either victory or
peace. However, in Great Britain and Australia this sign is very offensive and tells
someone in no uncertain manner that he is not welcome anymore.

Even small children learn that “it is rude to point at strangers”, which still is
one of the most used gestures in Western cultures, but is absolutely taboo in
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China, Indonesia and Sri Lanka. Even left-handed persons might unwittingly fall
out of favour in Arab cultures, because it is inconceivable to accept something
proffered by a left hand. But why? Because the left hand is thought to be unclean
and is reserved for hygienic functions. This also is why it is not supposed to rest
on the table during a meal or is most certainly not used to eat with at all.

Compared to the countless cultural differences, these examples were only a
small fraction of all the possible traps which might occur while communicating
non-verbally on an international scale. However, there is a set of simple rules that
might help to reduce the number of such mistakes, even if they cannot be avoided
completely.

e Body language should not be regarded separately but in its context. One
single sign does not imply much if the other body parts do not reinforce the
impression. The combination of language, body language, culture and cur-
rent situation is decisive.

¢ In international communication there is no room for prejudice; only the un-
biased ones can understand their counterparts.

e Diversions can be discovered easily, even in a foreign body language. A
person who shows his emotions and thoughts via his body language is au-
thentic. But if the signs do not fit the words, mutual comprehension is dif-
ficult. The problem is easily solved by simply asking.

Conclusion

In order to succeed in non-verbal communication all over the world, a person
should bear in mind some important aspects regarding contact to people from
other nations and cultural backgrounds:

o Sign language is not to be seen as isolated. Its meaning correlates to inter-
personal relations and is defined by situation, place and time. They depend
on local culture, are acquired together with spoken language and are often
ambiguous.

o It is useful to know the opposite number’s cultural background when trying
to interpret his body language correctly. But at least as important are also
empathy, sympathy, understanding, acceptance, curiosity and the aware-
ness that differences exist. It is necessary to recognise these differences in
order to succeed in both interpersonal and intercultural communication.

e The reason for misunderstandings in non-verbal communication, in spite of
common ground in cultural standards, is the fact that nobody is able to per-
ceive a situation in exactly the same way as his counterpart. According to
personal experiences each person perceives its environment differently.
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This leads to the question of how to hedge one’s bets in terms of international
body language without having to memorise the non-verbal vocabulary of each na-
tion? The most advisable solution appears to be to use body signs sparingly. The
less body language is used, the less it can be misunderstood.

References

Axtell, R.E.: Gestures: the do’s and taboos of body language around the world, revised and
expanded ed. Wiley, New York (1998)

Beamer, L., Varner, L.: Intercultural Communication In The Global Workplace, 4th ed.
McGraw-Hill International Edition (2008)

Lyle, J.: Korpersprache, Gondrom Verlag (1999)

Lutterjohann, M.: KulturSchock Japan, Verlag Rump (2003)

Matschnig, M.: Korpersprache: Verréterische Gesten und wirkungsvolle Signale, 2nd ed.
Verlag Grife & Unzer (2007)

Riickle, H.: Korpersprache fiir Manager. Verlag mi (2000)

Strittmatter, K.: Gebrauchsanweisung fiir China. Piper (2004)

Yu N.: The Chinese HEART in a Cognitive Perspective — Culture, Body, and Language
(eBook) (2009)



The Serious Benefits of the “Joy-Care Factor” —
Humor, Laughter, Fun, Optimism and Love in
Service of the Workplace

Lenny Ravich and Avi Liran

Fig. 1. Lenny Ravich, Avi Liran

In 2006, Gallup published results of a productivity and engagement study “Feeling
Good Matters in the Workplace” in the U.S. A., with conclusive results: Happier
employees are better equipped to handle workplace relationships, stress, and
change. Caring and joyful relationships with employees, customers and even in-
vestors and suppliers are vital components of that. Companies that help employees
improve their wellbeing and invest in cultivating meaningful caring relationships
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see boost in productivity, engagement, and resilience on rainy days. Gulati and
Kletter (Gulati; Kletter, 2005) concluded in a research with Fortune 1000 compa-
nies top executives that strong relationship centred companies outperformed the
competition both in profit and shareholders value.

Juxtaposed with this is today’s demanding customer — a customer who makes it
plain that apart from transactional excellence, she also has a need to FEEL LOVED.

This got us thinking. The two main emotions that stood out for us were cheer-
fulness and feeling loved. To our simple minds, they are inter-connected — one
leads to the other. They are also age old concepts and nothing new to humankind.
However, it is something that now reads well, but does badly. How can these two
mantras become part of an organisation’s DNA? It involves a shift in the culture
and thinking within the organisation and that always starts at the top.

1 Creating a Delightful Workplace — An Elated
Employee Spreads Vivacity

Airlines safety manuals all say: “Should pressure drop in the cabin, please put the
mask on yourself first, and then attend to your child”. Likewise, we need to make
sure our employees have the “oxygen” first before they can distribute it to their
customers.

How do we help our employees become merrier? In our work, we constantly hear
people say “It’s easier SAID than done” when we talk about personal exuberance

Fig. 2. Helping the child to reach his oxygen mask

Source: www.airtoons.com
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being a vital foundation for a mirthful work environment. With all respect, we beg
to differ — we claim that it is “Easier DONE than Said” or “EDtS —The Joy Factor
at Workplace and Service.”

Taking professional skills as obvious, what is the “oxygen” needed to perform
at our best?

e A corporate culture that supports employees to be happy first so they can
extend their happiness to peers and customers.

e A leadership team that roles model Care in a joyful way, supporting em-
ployees in taking ownership of their own well-being.

e The learning of how to de-stress and handle challenges effectively with a
smile.

“When work is a pleasure, life is a joy! When work is a duty, life is
slavery.”
Maxim Gorky

Donkey Tales

A farmer had a donkey who he over-worked and under-fed. One day the poor don-
key died. The farmer sat at its grave and cried bitter tears, “Such bad luck dogs
me! Just when I had taught him to work so efficiently without food, he has to go
and die on me”’.

Fig. 3. Dragon and Donkey, Shrek the Third, 2007

Source: Paramount Pictures, www.allmoviephoto.com
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Choose to See the Beauty in the Ugly
A Strategy That Works in Real Life

Talking about a donkey, we all remember the original movie Shrek. When the
fire breathing Dragon closes in on Donkey, he smooth talks the Dragon, notic-
ing she is a female then giving her compliments, “Why of course you’re a girl
dragon. You’re just reeking of feminine beauty ... hey, what’s the matter with
you; you got somethin’ in your eye?

You could argue that the donkey’s compliments were insincere and said
solely to save his life, yet he ends up as a father of five fire breathing flying
donkeys.

Who of us has not met a fire breathing dragon in our lives, especially in a
competitive workplace? Weren’t we intimidated, full of fear and stress?

Donkey comes to teach us an alternative strategy — choose another reaction.
A positive one.

If it does not work with the helpless person at work, it is still a great strategy
to use at home with people you love. Choose to see the beauty. Most of the
times the beauty will appear.

Today’s top talent is certainly not like the donkey. The more skills they possess,
the more freedom of choice they have. The immediate total cost of losing such tal-
ent is roughly estimated at half-year’s salary. Cost of re-hiring, re-training, burden
on the others while searching for replacement are some of the cost involved. If this
individual takes away your core customers to your competition, the loss can run
into several millions of dollars.

The “carrot & stick” method of motivation is extrinsic and an outdated model
that worked during the Industrial Age. It is short-lived in its attempts at motiva-
tion. The top talents you would wish to attract and retain today value intangibles
much more than just money. Daniel Pink (Pink, 2006; Pink, 2009) discusses why
extrinsic factors belong to the last century. While they work to a certain extent in
routine jobs, they achieve the opposite results when creativity is needed. Intrinsic
factors, on the other hand, such as purpose, mastery and autonomy have proven to
be more effective. Dr. Dan Ariely (Ariely, 2010) adds insights from Behavioral
Economics on how social intrinsic elements such as love, gratitude, praise, trust
and a sense of community among others, can be priceless and should be handled
with care by managers. Intrinsic motivation is very effective. It boosts creativity,
loyalty, sense of ownership and contributes to self engagement which increases
productivity.

The engagement survey conducted by the Corporate Leadership Council in 16
countries all over the world clearly revealed that ‘emotional commitment fac-
tors’ had a much stronger impact on discretionary effort (going the extra mile)
than ‘rational commitment factors’. Emotional commitment again is intrinsic
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whereas rational commitment is extrinsic. While we try to rationalize the logic
of engagement, we wrongly assume that people are rational and act from their
brain. In many of their actions there conclusive evidence that we are much more
influenced by our emotions.

EDtS philosophy suggests that leaders must elevate their relationships with the
employees, customers, suppliers and investors towards a more social and personal
interaction type role model; CARE from the HEART with JOY as a value of the
company culture.

2 Choose Your Attitude — Love What You Do! We Will
Love You Too

People come from all over the world to the fish market in Seattle to watch and en-
gage with the world famous crew of fishmongers of Pike Place Fish throwing fish
and having fun with customers and among themselves. Charthouse Learning, a
company from Minnesota, had taken the opportunity to develop Fish philosophy.
They authored a fiction book “FISH!” based on the real Pike Place Fish recipes.
This book deals with the attitude that fish sellers in a fish market bring to their job.
Do they work out of luxurious surroundings? Certainly not! Are they elated with
what they do? Oh yes! Their core philosophy is: “There is always a preference
about the way you do your work, even if there is not a choice about the work it-
self.” The big question is, “how do we go about doing this?”” That’s where laugh-
ter and humour come into play.

Jack Canfield, the co-author of the Chicken Soup for the Soul series gives us a
formula: E+R=0. E stands for the events in our life, R is our response to these
events and O is the outcome. The E (event) cannot be changed, but we certainly
can control our R (response) to that E (event), which in turn will impact the O
(outcome). We can choose to feel any way we want by being more resourceful
in our ways of thinking.

“A smile is the shortest distance between people” said Victor Borge, the co-
medic pianist. Both writers of this piece believe in sharing a smile with people.
The initial response is a look of shock (some even move away as if they might
contract something unspeakable), but usually there is a tentative smile in return.
That return smile does it! Even an insufferable day becomes that much more
bearable.

Laughter and humour are also the best natural medicines we already have. For
us personally, the best things about this form of medicine are: It is free and no bad
side effects! (Unless you suffer from Hernia).

By preferring to giggle at your troubles, you begin the winning of mind over
matter — because you are not letting your challenges get to you. It is a fact that no
problem will be solved by getting stressed about it. Making a conscious choice to
laugh at the difficulties prevents unproductive stress which will put our health at
risk. Laughter allows you to focus on a solution rather than the problem.
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“A Laugh a Day Keeps the Doctor Away?”
The story of Norman Cousins

In 1979, the article Norman Cousins
had published 3 years earlier became
the first chapter of his book, ‘Anat-
omy of an Illness’.

In his book Cousins describes how
he was diagnosed in 1964 with anky-
losing spondylitis, a sickness that at-
tacks the function of the spinal cord

: and is excruciatingly painful. A rare
disease that usually results in acute inflammation of the spine. His case was so
severe that he was given a one in 500 chance of recovery and a few months to
live and had to take dozens of painkillers a day.

Realizing that negative thoughts and attitudes could paralyze his immune
system, he reasoned that positive thoughts and attitudes may have the opposite
effect. So he left the hospital and checked into a hotel where he took mega
doses of vitamin C and watched humorous movies and shows, such as ‘Candid
Camera’ and the Marx Brothers.

He found that ten minutes of boisterous laughter resulted in at least two
hours of pain-free sleep. He continued his routine until he recovered. He used
the same method to recover from a heart attack years later.

His amazing recovery story sparked much interest in exploring scientifically
the connection between body-mind-soul, plus the chemistry and emotions be-
hind it.

The most famous story so far on humour and merriment as medicine is from the
past editor of the NY Times, Norman Cousins. Extensive research on ‘laughter
therapy’ began after the New England Journal of Medicine published an article by
Norman Cousins in 1976. In the past decade there were dozens of studies which
confirmed that delight assists our physical and mental health.

Therefore, DETERMINE YOUR ATTITUDE. Just reflect on this for one min-
ute: if selecting to do what you like is freedom, how much more freedom is there
in preferring to like what you do?

Contemporary research shows that jocular people are more altruistic, more pro-
ductive, more helpful, more likable, more creative, more resilient, more interested in
others, friendlier, and healthier. Joyous people make better friends, colleagues, and
citizens. Working on having cheerful service would not only make our customers
upbeat, it would boost the thrill of all the people in the immediate surroundings.

All of us can be humorous. Being cheerful does not mean telling jokes or play-
ing tricks. What it does mean is adopting an attitude that helps keep us feeling
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“A Laugh a Day Keeps the Doctor Away?”
Dr. Madan Kataria

Laughter Yoga is the brainchild of Dr. Madan Kataria.
He is an Indian physician who started the first laughter
club in a park on 13th March 1995, with just 5 people.

Today, it has become a worldwide phenomenon
with more than 6000 social laughter clubs in 60
countries.

Laughter Yoga combines Unconditional Laughter
with Yogic Breathing (Pranayama). Anyone can
Laugh for No Reason, without relying on humour, jokes or comedy. Laughter
is simulated as a body exercise in a group; with eye contact and childlike play-
fulness, it soon turns into real and contagious laughter.

The concept of Laughter Yoga is based on a scientific fact that the body
cannot differentiate between fake and real laughter. One gets the same physio-
logical and psychological benefits.

Dr. Kataria’s most recent research has been published by JCH in October
2008.

Results of a study involving 200 IT professionals in Bangalore were conclu-
sive. In the Laughter group there was a significant drop in heart rate. Blood
pressure and Cortisol (stress hormone) levels were significantly reduced. Posi-
tive emotions increased by 17 % and negative emotions dropped by 27 %, Per-
ceived stress dropped significantly, and Alexithymia dropped by almost 9 %,
indicating a significant improvement in emotional intelligence.

www.laughteryoga.org

great with whatever we favour to do today. By deciding to take yourself lightly
and your work seriously, and by valuing gaiety and pleasure as a shield against
negative emotions, you are making a personal alternative for better health and
business results at the same time.

OK! So how does all of this help the corporation? If you scroll back to the top
of this article, there is a point about how today’s demanding customer has a need
to FEEL LOVED. So just how can happy employees, working for joyous compa-
nies fulfil this?

3 Humor as Another Way of Showing Love,
Compassion and Care

When Lenny met Dr. Patch Adams, the creator of medical clowns in hospitals all
over the world and the director of Gezuntheit Hospital, he asked him what humour
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meant to him. His answer was, “Humor is another way of showing love, compas-
sion and care.” We took that to mean that if our intention is to make people smile
and chuckle that shows how much we prize and appreciate them.

What has that got to do with the service industry? Today’s service is about the
experience. It is less about the content and more about the process. For example, in
an industry rife with bankruptcies, layoffs and high oil prices, one thing has been
consistent....Southwest Airlines has been a winner. Their message to the world is:
“If you want to have fun, this is the place to work.” As a matter of fact, potential
Southwest employees are those who exhibit a fun-loving, caring and giving spirit.

4 Online Reviews Value Care, Kindness, Genuine
Service and Even Sense of Humor

With the growing importance to online reviews portals such as TripAdvisor, read-
ers share not only the physical attributes of the places they stayed, the airlines they
travelled, the places they dined, but they also shared how it made them feel.

Come | e | g

Flights
care | Search |

Refine Search

ﬁ Hotels (15)

/ﬁ‘ Vacation Rentals
()

m Restaurants (12)
Ry reviews (232,567)
" Attractions (23)
@ Resources (4)

@ rForums (148,304)

‘ Traveler Articles
(782)

W Traveler Lists
(168)

Q TripAdvisor
Members (1)

Fig. 4. Search results for “care”

Source: www.tripadvisor.com
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For better or for worse the word “Care” appears 232,567 times in TripAdvisor. It
is such a powerful word that is used also almost 150,000 times in forums that dis-
cuss experiences.

Reviewers are quick to condemn vendors who don’t appreciate them and are
generous in giving high scores to vendors who really show positive regard. Many
praised the ability to overcome a problem with care and give higher marks to the
vendor despite the unfortunate errors and problems.

The word “Happy” appeared 419,442 times. Let’s face it, your customers want
to be jolly and if you can be merrily serving them, they will reward you and praise
you, because people can forget what you say, even forget what you do, but they
will NEVER forget how you made them FEEL.

By the time you are reading the next lines, it is likely that the word LOVE had
reached 400,000 hits in the reviews of TripAdvisor. Tim Sanders, author of “Love

happy | Search |

Refine Search

R reviews (419,442)
» Show all Results

Fig. 5. Search results for “happy”

Source: www.tripadvisor.com
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Fig. 6. Search results for “love”

Source: www.tripadvisor.com
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is the Killer App” says, “We’re moving from a service economy to an experience
economy. We have shifted our focus from the benefits of a product or the service
it provides to the type of sensations or experiences it creates.”

A majority of the front line workforce in the hospitality and tourism industry
joined the business not because of the short hours or the high pay. They usually
love people, have a passion and a calling to serve, connect and communicate with
guests and partners. Now just think — when this passion is fed the oxygen of delight
and playfulness, what’s bound to happen? Can you see, hear and feel the difference
it will make to the customers who come in contact with such an organisation?

Lenny once ordered a cup of tea in a Bangkok café. The waiter that took his order
said, “thank you” and left. Lenny was puzzled! Where he came from, he would have
thanked the waiter for serving him, but this was a different cup of tea (pun in-
tended!). When the waiter returned, Lenny asked him why he had thanked him. Was
it a local custom? The waiter smiled and said, “I was brought up to believe that
whenever I get a chance to serve someone, I get closer to God. By your asking me to
serve you, you have helped me get closer to my maker. So I appreciate you.”

We were blown away by his answer. We thought to ourselves, “If serving some-
one gets us closer to God, and if we add some humour, laughter and optimism to
that ingredient, that’s about as close as we are going to get to God without knock-
ing Her over.”

The great tennis player Arthur Ashe sums it up rather neatly: “It is not the urge to
surpass all others at whatever the cost, but the urge to serve others at whatever cost”.
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