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13.0 OBJECTIVES

After reading thisUnit, you should be ableto:

e define product,

® explainthe various stages involved in product development,
e identifythe factors that influenceproduct formulation in tourism, and

e understand the importance of product positioning.

13.1 INTRODUCTION

Product is one of the four basic elements in the Marketing M In view of the customers
needsand interestsit becomesthe responsibility of marketing manager to devise appropriate
products. Specific attention should be given to the customers' expectations, capabilityto pay
and how the product is perceived by customers. In thisUnit you will learn, what is product,
different stages in the development of product, how to formulate tourism products and
product positioningal ong with the concept of product lifecycle.

13.2 DEFI N NGPRODUCT

Anythingthat can be offered in amarket for use or consumption by the consumersasper the
market requirement is called product. For example a beach resort provides sun, sea,
relaxation and entertainment. Hence, the beach resort is a tourism product for the
consumption and use of tourists. According to Philip-Kotler "A product isanything that can
be offered to a market for attention, acquisition, useor consumption that might satisfy a
want Or need! He has mentioned five product levelsthat a marketeer should take into
consideration :

Level 1 Core benefit : Thisisthe fundamental serviceor benefit being bought
by the customer.

Level 2 Generic Product ‘When the marketeer converts the core benefit into a
basic version of the product it is termed as generic
product.

Level 3 Expected Product : The customers generally expect a set of attributes and

conditionswhile making a purchase and if the marketeer
meets these.expectations it is termed as expected
product.

Level 4 Augmented Product :When a product is developed with such additional
servicesor benefitswhich makeit distinctivefrem other
productsit istermed asarn.augmented product.
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: Thisindicates the possible evolution of the augmented
product in future. Thisiswhere organisations search for
new ideas and ways to satisfy customersand at the same
time maketheir product something unique or different.

Levd 5 Potential Product
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Figure- 1 explainsthese levels through the example of atravel product. At every level the
marketeer canadd valueto theservicewhich maybringpleasure tothecustomer. For example
if a cold drink is offered at level 3 product, the customer gets something unexpected and
derivesa satisfaction of having being treated in a special way. However, it should be noted
here that there are certain factors associated with a product and these include:

e Basicdesign,i.e.thesizeor facilitiesor say the quantity and level of services,
e Presentation,i.e.theenvironment or atmosphere in which the serviceis being provided,

e Quality, i.e. the standards of service to be offered and maintained - something very
important in tourism,

e Range, i.e. what all isto be included in the product or covered in the service,

e Brand, i.e. association of a name which is well known or associated with high levels of
customer satisfaction,

e Image, i.e. areputation earned bythe product,
e Warranties, i.e. an assurance of a particular level and quality of service,

e Consumer protection, i.e. assurance of damages claim in case of failure of or
sub-standard service, and the latest

e Ecofriendly, i.e. care for ecology and environment conservation.

In travel and tourism product may be defined as a package of various components. These
componentsare:

L4

e Destination attractions

e Dedtination facilitiesand services

e Accessibilityofthe destination

e Imagesof the destination

e Experiencesat the destination

e Attitudes of localsor host population
e Pricetothe consumer.

To understand the product from the standpoint of the tourist, Medlik and Middleton have
observed that "As far asthetourist isconcer ned the product cover sthecompleteexperience
from thetimeheleaveshometo thetimehereturnstoit' Let usexplainit further. Suppose
afamilyfrom Delhi plansavistto Manali. Inthis particular casethe variousservicesneeded
by the said family are transport, accommodation, facilities and services at the destination. A

tour operator can packageall these servicestogether or the customer can approach different
functionaries like transport operator, hotel, local restaurant, etc. for particular services.
Whether it isindividual producer organisation or an organisation providingall facilities,what
isimportant isto analyse all the possiblerequirements of atourist during the course of avist
to adestination. In the case cited, the entire experience right fiom leaving Del hict&::oming
back home is the product. Middleton has noted that researching targetted omers
per ceptions of product benefitsand utilities, and designing or adopting productsto match
their expectations, lies of courseat the heart of marketing theory. Segmenting the target
market and then understanding customers preferences and motivations, which constantly
change, isthe keyto product formulation. -



Check Your Progress - 1

1 What do you understand by product levels?

.................................................

133 DEVELOPING A PRODUCI'

Products aredeveloped primarilyto satisfythe customer's needs. Whiledevel opinga product
a marketeer must go through a process. In big companies generaly they have a product
manager or a group with the responsibility to develop a product. In the development of a
product the first step isto collect information about the market requirement. It can be done
through market research or one can get the help of any market survey group. After getting
the necessary input, ideas are shared for different products. Going through the various
suggestions the committee or the product manager should eliminate those ideas which are
not worth pursuing.

How to eliminate poor ideas ? Well the standard method to do thisisto go for a business
analysis. Business analysis means the process of estimating future salesand profit potential

of a new product. After analysing the fmancial feasibility of a product, one should look into
the other aspects of the product i.e. promotion, distribution and image. At the busiriess
analysisstage sales and market forecasts, break-even analysisand other exercises are done
toreview the new product from the angle of market success.

Inspite oftaking all necessarycares, chancesoffail uresalwaysremain. Becauseof'this, before
launching a product a kind of run or test run of the product is done. Final stage in the
development of a product is commercialisation. Commercialisation refers to full scale
production and distribution ef.a product. In the success of a new product primarily the
additional benefits or extra advantages which the product offers determinesitssuccess rate.
Let us havean example.

Indian railwaysafter doingnecessarysurvey decided to introduce asuperfast air conditioned
express, Shatabdi Express, to connect Delhi with nearby major cities. Target customer
segment wastravellers wanting to save time in journey with certain comforts. Initially two
pairs of Shatabdi were introduced as a trial case. After getting good response gradually
Shatabdi Expresshas been introduced on other routesalso. Thus, whendevel opinga product
a marketeer must alwaysask, 'What is it that people are really buying when they purchase
this product or service?"

It must be remembered that designing the product isthe base on which all other aspects of
the Marketing Mix will be constructed. The crucial decision,to betaken at thisstage depends
on what answersthe product developer hasto the followingquestions :

e Should a unique product be devel qped which isnew and different 6-om others?
e  Should anormal product be there which is better than others 7 or
e Designaproduct which iscommonly available.

Product Designing
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At the same time, it should be noted that whereas certain organisationsimprove upon the
quality of the service offered, there are others who fail to not only maintain the quality level
offered but are unable to check the declinethat setsin after awhile.

PRODUCT M1 X

Here it isalso necessary to be familiar with the concept of Product Mix. Philip Kotler has

mentioned that "Product Mix is a set of all product lines and items that a particular

organisation makes available to customers." He has further defined Product Line and

Product item :

e Productlineisagroupof productswithin a product mix that areclosely related, either
because they function in asimilar manner, are madeavailable to thesameconsumers,
or are marketed through thesamet ype of outlets.

e Product item is a distinct unit withim a product line that is distinguishable by size,
appearance, priceor someother attribute.

An organisation’s Product Mix can be explained in termsof itslength, width and depth (see
Figures 2and 3).
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The Product Mix in terms of its length consists of three product linesfor the museum and
four for the package tour. Each product line has a width.i.e. in the museum there are four
exhibits (product items) or the sightseeing includes visitsto monuments, museum and zoo.
Each product item hasa depth i.e. 1000 coins are on display or 4 monuments areto be visited.

The organisation, keeping in view the customers needs, volume of business and its own
resources, can expand or shrink the product mix For example sightseeing may be cut down
to 2monuments or the number of theme dinnerscan be increased to 3.

13.4 DEVISING PRODUCT IN TOURISM

Product intourism iscertainly different from consumer goods like biscuit, soap, drinks, etc.
In tourism it isbasically the services| i etransport, accommodation, facilitiesat destination,



etc. that you package as a product along with attractions. Because of this specific nature of
tourism product it is essential to understand the factors that influence the formulation of
product in tourism.

Identification of the market segment and its requirements is the first step in devising the
product. Suppose you want to start tour operator business. Already in the market there are
many tour operators offering different kinds of services to customers. But through your
market analysisyou reach aconclusion that thereisamarket for adventure tours. Accordingly
you plan to offer special packages in adventure tourism.

Quiality and service to be offered to the customers play a decisive role in the success of a
product. Quality involvesa kind of assurance on the standard of your product. Particularly
in tourism sector it isimportant to create areputation for the good qualityofthe product and
service offered. Thisreputation for quality and service provides a better credibility of your
company in the market. In tourism where the perception of risk isvery high among tourists,
if a company assures higher quality service it isbound to be successful.

In the formulation of a product it is necessary to consider that customers buy products for
the benefitsthey deliver. It istherefore important to add certain features in your product
which will help to differentiate it from competitors. However, in providing special facilities
or advantagesbusiness normsand ethics should be maintained. One can find agood example
of product differentiation inthe hotel s. Allfivestar hotels provide the same specified facilities
to the customers. But still customersprefer to stay in ’O’ compared to ’A’,B’ and 'C. Why?
Because O’ has a business reputation in the market for itsservices and quality.

Another important aspect ismatching supply to demand. So far asdemand isconcerned the
marketing manager should gather sufficient information about customer needs, behaviour
and perceptions in order to define target segments and to identify the strength and
weaknesses of existing products. So far supply is concerned the marketing managers task
involves analysing product components and identifying the range of existing and potential
productswhichwould beimproved or developed profitablyto meet customer needs. I deally
there should be a combination of productswhich are well established in the market and new
productsas per demand of the prevailing market.

Michael M Coltman hasmentioned threetypesof orientationsfor product design in tourism:

i) Product Orientation : This lays stress on the products and services of tourism supply
rather than taking into account the tourists requirements. The success of this approach
can beif the demand exceeds supply or in amonopoly situation. For example, if there is
onlyoneeatingjoint at a place or only one staying place.

ii) Market Orientation = This approach emphasises on the requirements of the target
market segments. However, thisapproach ignoresthelocal population and local natural
resources, customs and culture etc. and runs the risk of not only alienating the host
population but generating anti-tourism sentiments.

ili) Societal Orientation : Thisin fact is an approach which balances the market oriented
approach with the interests of the host population and attemptsto minimisethe negative
impacts on the society, environment, culture, etc.

Generally tourism organisations ignore societal orientation while designing and
marketing their products. This appearsto be beneficia but in fact the benefits in such
caseswill alwaysbe short lived. Societal Orientation isamust in tourism.

There are certain other factors that need attention while designing or packaging tourism
products. Besides the conventiona attributes of the tourisms product like intangibility
perishability, customer participation and involvement, etc. one must also take into account
the following aspects:

e carrying capacity of the destination,

e safety and security,

e hygienic conditions,

e attitude of host population,

e government rules and regulations,

Product Designing
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e environment preservation and conservation,
o linkageswithlocal bodiesand host population, etc.

In fact all these aspects have a bearing on the experience for the tourist and help in doing
away with theweak linksin the product line. The challenge before tbetourism marketeer is
to transform routine into a unique experience and tbhis needs creativity as well as
Imagination. However, this creativity and imagination in product designing has to be
matched with the market movementsand the competitive situation asthey keep on changing.
Y ou can ask certain questionsin thisregard like:

¢ How many competitors are there?

e Whether the competition isdirect or indirect?
e What isthe market image of the competitors?
e How haw they built thisimage?

e Canyou build asimilar image?

e What isthe market share of competitors?

e Canyou cut into their market share?

Answers to such questions will also help you in product differentiation and product
positioning (See Section 135).

Another important aspect in tourism isthat the product or serviceistied up or linked witha
chain of products over which you or your organisation may not have any control. Thiscalls
for thinking about and having the right type of linkages to overcome the problems of
inter-dependance at the product design stage itself. Thereare situations whentwo or more
organisations go for joint product design ventures. Palace on the Wheelscan becited asan
exampte inthisregard.

Check Your Progress-2

1) Define Product Mix, Product line and Product item.

.................................................
L T S T T T

.................................................

2 What al would you consider while designing a tourism product.

135 PRODUCT POSITIONING

Tourism destinations or tourism products and services have an image or perception in the
customers minds which is built over the years. For example, many destinations or countries
have been strugglinghard to improvetheir imagein the tourist generating markets inspite of
having good tourism products. There can be a number of constrainsin getting ashare or in
increasing the share inamarket. Yet certain  knowledge of marketing conceptsisuseful in
thisregard. Beforewediscussfurther it must be noted here that an understanding of market
segments or designing products for the targeted segment alone is not enough. There can be



many others offering similar products which satisfy the tourists needs. Under these
circumstances it isthe uniquenessand quality of your product that determinestheimageand

identity. Hence, youought to befamiliar withthe conceptsofdifferentiationand positioning.
Accordingto Kotler:

e Differentiationistheact of designinga set of meaningful differences todistinguishthe
company's offer from competitors' offers.

e Positioning is the act of designing the company's offer and imageso that it occupies a
distinct and valued placein thetarget customers’ minds.

Intourismit isnot just the companybut the country or the destination which too hasto adopt
differentiation and positioning in the international aswell asdomestictourism markets. Y ou
have to take decisions regarding how many differencesto promote in comparison to your
competitors. These could be single benefit, double benefit or triple benefit. Such decisions
should be taken after appropriate market research keeping in view the various products in
the market, their attributes and image, etc. However, these decisions should be taken after
keeping in view the various productsin the market, their attributes and image etc. However,
the products should not be:

®  under positioned, or
e over positioned,

Similarly there should be no confused or doubtful positioning. Once a positioning strategy
has been devised, it has to be effectively communicated also in the target markets. It is
suggested that all such decisionsbe taken in the product design stage itself.

136 PRODUCT LIFECYCLE

Product life cycle displaysthe distinct stages in relation to the sale$ history of the product.
An organisation hasto identify the stage in which the product isor isgoing to be. Such an
exercisehel psinidentifyingopportunities and problemsfor undertakingmarketingdecisions.
Y ou cannot accurately forecast a product's life cycle but there isno doubt that everyproduct
has a life cyclewith distinct stages. Generally these stages are:

1) Introductionor launch : Thisstage indicates a span of slow sales asthe product isnew
in the market. In thisstage profitsare virtually non-existent or very low.

2) Growth : Thisisastage when the product starts gettingaccepted in the market, salesgo
up, a product image is built and consequently profits go up.

3) Maturity : At this stage the product gets accepted by most of the targeted potential
custpmers. Sales and profits go up till they reach a saturation point. Competition
increases, market becomes stagnant and profits stablize or may even decline.

4) Decline: Inthisstage, sales go down, profitsgo down and it istime for the organisation
totake hard decisions either to repackage or drop the product. In fact, an organisation
should initiate such actions at the saturation point stage itself and not wait for the
declining stage.

Figure4
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This conceptual model of product life cycle is applicable in the case of tourism products.
Take for example anew hill resort. It will certainly take sometime for it to become aknown
destination. Duringthisperiod fewtouristswill visit it. Asit becomes more known the number
of visitors will increase and a stage will come when most of the touristsknow about it and
havepaid avisit. Some amongthese will payarepeat vistwhereasotherswill [ook for another

Product Designing



MarketingMix

destination. This could be because of many reasons like after having become a popular
destination, it is crowded like any other mass tourist destination and has lost its calm and
tranquillity. However, the stages of life cycle vary product to product. Some may reach the
maturity stage much faster, some may takealonger time and similarly some may declinefast
whereas some may continue at the saturation point for a long time.

It is essential that tourism planners and marketeers monitor the product life cycle closely.
Thisshould be done in order to devise appropriate marketing strategies required in relation
with the stage the product isin or likely to enter. Depending on the stage you might decide
torevitalise the product, alter it, improve it asa new product or drop it altogether.

Check Youi Progress -3

1. What do you understand by Differentiation and Positioning ?

...............................................
.................................................

137 LETUS SUM UP

This Unit familiarised you with various aspects related to product designing processin the
Marketing Mix. A product isoffered in the market to satisfy customers wants or needs and
from the marketeer's point of view has five levelsto be considered. In the case oftourism, the
product covers the entire experience that a tourist has from the beginningto the end of the
journey. Thus, the challenge for a product designer and developer in tourism isto convert
the routine into something unique for the tourist. Besides explaining the Product Mix, this
Unit cautioned against ignoring the societal orientation in devisingtourism products. Product



differentiation, product positioning and product life cycle were the other aspects dealt with
in this Unit. All these aspects form part of the overall product policy of an organisation.
Different constituents of the tourism industry devise their own products yet there isa close
linkage amongst them. Thetourists' experience dependson all the products put together.

13.8 ANSWERSTO CHECK YOUR PROGRESS EXERCISES

Check Your Progress - 1

1. Mention the five levelsdescribed by Kotler. See Sec.13.2.

2. Inthenear future, these two aspects will have a bearing on destination choice oftourists.
Consumer awareness is on the increase and same is the situation in relation to
environment.

Check Your Progress - 2

1 SeeSec.13.3.

2. Consider the various aspectsmentioned in Sec.13.4.

Check Your Progress - 3

1. SeeSec.13.5.

2. Mention the four stagesdiscussed in Sec.136.

Product Designing
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