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Today’s hospitality marketing student needs to keep up with the constant changes in the hospital-
ity and tourism industry, including consumer trends, revised industry standards, and environ-
mental concerns. The Sixth Edition of Hospitality Marketing Management presents many new 
ideas along with established marketing principles, exploring not only the foundations of market-
ing in the hospitality world but also new trends in the industry. Hospitality Marketing 
Management explores marketing themes unique to hospitality and tourism. Chapters  1 
through 4 provide an introduction to marketing, including the importance of the marketing 
environment to hospitality and tourism operations. In addition, it provides insight into consumer 
behavior and how firms can segment markets and target customers. Chapters 5 through 7 weave 
application with theory in the discussion of the marketing planning process and gathering infor-
mation for marketing decisions, including pricing strategy. Chapters  8 through  11 focus on 
developing and managing products and services, and the distribution of the products and services, 
including the world of e‐commerce. Chapters 12 through 15 explore strategies for promoting 
products and services, including advertising in different forms of media, personal selling, sales 
promotions, and public relations.

NEW TO THE SIXTH EDITION

The changes to this Sixth Edition were made with the goal of improving the text and keeping it 
up to date. They include:

• New Chapter 2, “The Marketing Environment and Sustainability.”  In keeping with 
current industry trends, a new chapter has been written to combine the components of the 
external marketing environment and sustainability practices in hospitality and tourism.

• More coverage of the Internet and technology.  In this edition, the added coverage of 
the Internet and technology was continued, including a section on social media under adver-
tising and promotion.

• Streamlined content throughout the book.  One of the main goals of this edition was 
to reorganize the chapters and try to streamline the content to be user‐friendly for students. 
There is one less chapter and the content was arranged within each chapter to be more cohe-
sive. Additional topics were added based on reviewer’s comments, and some less important 
topics were removed.

• More coverage of the tourism industry within each chapter.  It was decided that it 
would be better for students if the content from the “destination marketing” chapter was 
integrated in the appropriate context throughout the book, rather than placed together in 
one chapter at the end of the book. The book now covers destination marketing in Chapter 1, 
“Introduction to Hospitality Marketing”; Chapter 6, “Information for Marketing Decisions”; 
Chapter 8, “Developing New Products and Services”; Chapter 9, “Managing Products and 
Services”; and Chapter 14, “Sales Promotions and Public Relations.” In addition, there are 
new cases related to tourism.

• More coverage of international marketing.  The importance of a global economy 
directly affects the hospitality and tourism industry. As in past editions, an effort was made 
to provide more international examples and references throughout the book to illustrate 
this trend.

• New case studies.  Fourteen new case studies were added to this edition, and each chap-
ter now contains two case studies.

Preface
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PrEfaCE  xi

PEDaGOGICaL fEaTUrES

• Each chapter begins with a list of chapter 
objectives to focus the reader and provide 
an overview of the chapter content, and 
then culminates with a more detailed 
summary of chapter objectives to bring 
the discussion full circle and reiterate 
key points.

• Each chapter also contains a list of key terms and concepts 
at the end. The terms and concepts appear in bold 
throughout the chapter, and definitions for each appear in 
a glossary as well as in the text margins at the point they 
are introduced.
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xii PrEfaCE

Finally, there are questions and case studies provided at the end of each chapter to give stu-
dents a chance to test their knowledge of the material. Instructors can use the questions to initiate 
class discussions, or to review for exams. In addition, each chapter contains case studies that con-
nect theory and practice, and can be used as group projects or for individual class assignments and 
discussions. The cases are based on real‐world situations, whether they reference an actual com-
pany or disguise the name for proprietary reasons. The Instructor’s Manual contains answers for 
the questions and the case studies for easy reference.

SUPPLEMENTarY MaTErIaLS

The Instructor’s Manual has been updated, and is available to qualified instructors on the com-
panion website at www.wiley.com/college/bojanic. In addition, PowerPoint slides, a downloadable 
Test Bank, and additional Case Studies can be accessed from the same website.

We hope you find these improvements and changes to the Sixth Edition of Hospitality 
Marketing Management useful in your quest to learn about the exciting world of marketing in 
the hospitality and tourism industry.
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1

Chapter Objectives
After studying this chapter, you should be able to:

1. Explain the importance of marketing  

to the success of a hospitality 

operation, including the definition 

of the term marketing and the 

marketing process.

2. Understand the hospitality marketing 

mix and the differences between the 

traditional marketing mix and the 

hospitality marketing mix.

3. Explain how marketing intangible 

services is different from marketing 

tangible goods.

4. Identify the role of a destination 

marketing organization.

5. Explain the service trends that 

are affecting the hospitality and 

tourism industry.

Introduction to 
Hospitality Marketing

1

Courtesy of San Antonio Convention and Visitors Bureau.



2 CHAPTER 1 Introduction to Hospitality Marketing

1.1 INTRODUCTION

In recent years, most of the growth in the hospitality industry has occurred in chain operations or 
in the industry’s corporate segment. The hospitality industry leaders, such as Marriott International, 
Hyatt, Hilton, McDonald’s, Subway, Choice International, and Starwood Lodging, continue to 
increase their share of the market at the expense of smaller chains and independent operators. 
While independent operators have continued to prosper, especially in the food service sector, the 
marketplace is much more competitive. An increased level of competition has meant greater 
emphasis on marketing. No longer is it possible for an individual to open and operate a food 
service facility successfully on good food alone. To ensure a steady flow of customers, a hospitality 
manager must possess a thorough understanding of marketing. Without the marketing manage-
ment skills the hospitality industry demands, a hospitality manager is less likely to achieve success 
today. With this continual change and increased competition, what are the marketing functions 
that a successful hospitality manager must fulfill? This chapter introduces basic marketing defini-
tions and concepts, including the marketing mix, the marketing environment, the marketing 
management cycle, and the role of marketing within the operation of a hospitality and tourism 
organization.

1.1.1 Marketing Defined
The term marketing encompasses many different activities, so it is necessary to discuss some of 
the terms used in the definition of marketing, and throughout the text. First, the term product 
refers to all the goods and services that are bundled together and offered to consumers. For exam-
ple, computers and automobiles are sold as tangible goods, but they include warranties and service 
contracts as part of the overall product. Therefore, the term product refers to both goods and ser-
vices, but it is often thought of as a good or commodity. Nearly every product sold includes both 
tangible and intangible elements. Another term that is used to refer to the product as a bundle of 
goods and services, and eliminate the confusion, is the product–service mix.

A service is defined as an intangible product that is sold or purchased in the marketplace.  
A meal purchased at a fast‐food restaurant or an occupied room in a hotel is considered a part of 
the service segment. Why? Simply stated, after the meal is consumed and paid for or after the 
individual checks out of the hotel, the individual leaves the facility and does not have a tangible 
product in exchange for the money spent. This individual has consumed a service that is a part of 
the hospitality and travel industry, one of the largest service industries.

Each year, millions of individuals spend billions of dollars vacationing and traveling for busi-
ness and pleasure; when the trip is over, nothing tangible remains. To more clearly reflect the role 
of service industries, such as the hospitality and tourism industry, the definition of marketing can 
be expanded to include references to services. This will eliminate the confusion caused by the 
semantic differences between products, goods, and services, discussed earlier. According to the 
American Marketing Association, “Marketing is the activity, set of institutions, and processes for 
creating, communicating, delivering, and exchanging offerings that have value to customers, cli-
ents, partners, and society at large.”1

The vast majority of hospitality establishments, however, are operated to generate a satisfac-
tory return on investment in the form of profits or excess revenue. These profits are used to pay 
dividends to stockholders and are reinvested by the organization to promote expansion and fur-
ther development. Even nonprofit hospitality operations, such as selected hospitals, nursing 
homes, college or university hospitality operations, and government‐run hospitality operations, 
must be concerned with marketing. Managers of nonprofit operations must still understand the 
wants and needs of their consumers and provide goods and services at a satisfactory level to as 
many individuals as possible. A universal concern of all hospitality managers is the financial con-
dition of the organization. Whether a manager is trying to achieve a 20 percent annual return on 
investment (ROI) or is instead aiming to break even on a very limited budget, the overriding 
concern is still financial.

Another factor that any definition of marketing must include is a focus on the exchange that 
takes place between a producer and a consumer. In order for an exchange to take place, both 

Marketing

The process of creating, 
pricing, promoting, and 
distributing products and 
services to consumers in a 
mutual exchange of value.

Product

A good, idea, information, or 
service created to satisfy a 
consumer’s want or need.

Product–service mix

The strategic blend of a firm’s 
tangible and intangible 
attributes.

Service

An intangible product that is 
sold or purchased in the 
marketplace.
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 parties must receive something they are satisfied with. In most cases, consumers give producers 
money in exchange for products and services that meet the consumers’ wants and needs. However, 
the exchange can include anything of value to the parties. Before there was a monetary system, 
people would barter, or exchange goods and services rather than money. There are still companies 
that engage in bartering today. For example, PepsiCo chose to exchange its soft‐drink product 
with a company in Mexico for wine and other products to avoid incurring the foreign exchange 
risk associated with the peso, which was devalued at the time.

1.1.2 The Marketing Process
The process of marketing can be best understood by examining the diagram presented in 
Figure 1.1. As you can see, the target market, or those groups of consumers that the firm chooses 
to target with its marketing efforts, is at the center of the process. The marketing concept is based 
on the premise that firms determine customer wants and needs and then design products and 
services that meet those wants and needs while at the same time meeting the goals of the firm. 
This concept is an extension of earlier concepts that focused on the production process as a means 
to design products and services, or the selling of already produced products and services. Today, 
most firms realize the value of customer input in the new product design process. The issues 
unique to marketing services are discussed later in this chapter, Chapter 3 focuses on the behavior 
of hospitality consumers, and Chapter 4 discusses the process of market segmentation and posi-
tioning products in the market.

In Figure 1.1, the first layer around the target market, or consumers, is referred to as the 
marketing mix. The marketing mix has four components: price, product, place, and promotion. 
These are often referred to as the four P’s of marketing, and they are the variables that managers 
can control. Firms will manipulate the marketing mix variables to formulate strategies that are 
combined in a marketing program for a product or service. This program is the basis on which 
the firm’s products and services compete with the offerings of other firms in the competitive envi-
ronment. The marketing mix will be discussed in more detail later in this chapter. The product 
component is covered in Chapters 7 and 8, the price component is discussed in Chapter 9, the 
place (distribution and delivery) component is presented in Chapters 10 and 11, and the promo-
tion component is addressed in Chapters 12 through 15.

Barter

A process of exchanging 
goods and services rather 
than money.

Marketing concept

The marketing concept is 
based on the premise that 
firms determine customer 
wants and needs, and then 
design products and services 
that meet those wants and 
needs, while also meeting the 
goals of the firm.

Marketing mix

The four components (price, 
product, place, and promo-
tion) that are controlled by 
organizations and used to 
influence consumers to 
purchase goods and services.

Marketing program

The set of strategies based on 
the manipulation of the 
marketing mix to meet target 
market preferences.

Competitive

Political
and
legal

Economic

Target
market

Social Technological

Price

Promotion

Product

Place

FIGURE 1.1 • The marketing mix and external environment.
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The outside layer of the diagram of Figure 1.1 represents the external environment that 
influences the marketing process. The state of the economy, trends in society, competitive pres-
sures, political and legal developments, and advances in technology all affect the performance of 
a product or service. Firms cannot control these environments, but they must monitor the changes 
and trends in the respective environments and look for opportunities and threats. The compo-
nents of the external environment and some of the current trends that affect hospitality and travel 
firms will be examined in more detail in Chapter 2.

Firms must continually monitor environments and make changes in their marketing pro-
grams. The marketing management cycle involves marketing planning, marketing execution, 
and marketing evaluation. This cycle is discussed briefly in this chapter, and Chapter 5 covers the 
marketing planning process in depth. To be successful in marketing planning, firms need to con-
duct research and collect information that can be used to evaluate their programs. Chapter 6 
discusses the marketing research process used to gather information to be stored in marketing 
information systems and used to make marketing decisions.

1.1.3 The Emergence of the Marketing Concept
If a hospitality organization is to market its product–service mix successfully, it is essential that the 
marketing concept be thoroughly understood and fully implemented. Understanding the market-
ing concept is not difficult, but implementing it may prove to be very challenging for manage-
ment. Simply stated, the marketing concept is a consumer‐oriented philosophy that focuses all 
available resources on satisfying the needs and wants of the consumer, thereby resulting in profits. 
As an old rhyme states, “To sell Jane Smith what Jane Smith buys, you’ve got to see things through 
Jane Smith’s eyes.” Clearly, it is difficult to sell something to someone who has no need for it. If 
the firm adopts a consumer‐oriented marketing philosophy, however, the product–service mix 
will be designed in direct response to unsatisfied consumer needs. As a result, very limited actual 
selling will be necessary. In such instances, supply and demand are in balance, and both the con-
sumer and the hospitality providers are satisfied.

Table 1.1 illustrates the two different philosophies of the marketing concept that are often 
practiced in the hospitality and tourism industry. One demonstrates the actions of a manager who 
applies the marketing concept; the other demonstrates actions that are not consistent with the 
marketing concept. The key question to ask when trying to distinguish between the two approaches 
is: Are consumers given priority or is the operation run to suit the needs of the employees, man-
agement, or owners? A manager of a hospitality operation has a difficult series of daily challenges. 
First, a manager is expected to successfully satisfy the needs of the hospitality consumers. Second, 
the owners expect a manager to maintain the level of expenses within certain predetermined limits 
that are usually defined in actual dollars or as a percentage of sales. Third, a manager is expected 
to generate a satisfactory return on investment (ROI) for the owners.

This return might be the break‐even point in a nonprofit operation or a 10, 15, or 20 percent 
rate of return in a commercial operation. Whatever the expected return, a manager is faced with 
a series of difficult objectives to achieve, and these objectives often conflict with one another. Even 
in the most successful companies, there are limited resources that must be used to accomplish 
seemingly unlimited goals and objectives. Regardless of how well the company has performed in 
the past, owners and senior management will always expect a little more in the future. Guests 
develop ever‐increasing expectations for all aspects of the product–service mix. Owners want 
increased profits, and the employees want a little more each year. The manager’s task is to balance 
the three objectives mentioned in the preceding paragraph. Managers often view profitability as 
the single‐most important objective of the firm. Yet, for the long‐term financial well‐being of the 
firm, profits may not be the most important objective. It is quite possible, as many shortsighted 
owners and managers have demonstrated, to achieve high levels of short‐term profitability at the 
expense of long‐term consumer satisfaction and long‐term profits. After a period of time, how-
ever, consumers will perceive that they are not receiving a high level of value for their money, and 
the operation will develop a reputation for being overpriced and/or offering poor service. As a 
result, the number of patrons is likely to decline, and so will profitability.

By contrast, if management establishes a consumer orientation and places customer satisfac-
tion as the number‐one priority, the firm’s products and services are more likely to meet  customers’ 

External environment

The outside influences on the 
marketing process that are 
not under the control of the 
organization.

Marketing management  
cycle

The dynamic process 
involving marketing planning, 
execution, and evaluation.
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expectations. As a result, they will return more frequently to the hospitality operation, and this 
will have a positive influence on long‐term sales and profits. In addition, by telling their friends 
and acquaintances about their positive experiences, satisfied consumers are likely to influence oth-
ers to patronize the establishment. This word of mouth passed on by satisfied customers can 
become a very important part of a firm’s promotional efforts. It doesn’t cost anything, yet it can 
be a very powerful influence on sales, and as sales increase, so does profitability. Experience shows 

Word of mouth

A spoken communication 
between consumers that 
involves their perceptions 
about a product or service.

C
ou

rt
es

y 
of

 T
he

 M
el

tin
g 

P
ot

.

To remain competitive, hospitality 
organizations must keep up with 
the ever‐changing market. 

TABLE 1.1 • Marketing Concept Philosophies

DECISIONS WHEN THE MARKETING  
CONCEPT IS APPLIED

WHEN THE MARKETING 
CONCEPT IS NOT APPLIED

Menu design “Let’s conduct focus group interviews  
using our current and target market  
customers to determine which potential  
new menu items we should add to  
our menu.”

“Let’s add two steaks to 
the menu; that’s what I 
like to eat.”

Pricing “How do you think our guests will  
perceive the price value of our new  
weekend package if we increase the  
price by 5 percent?”

“Let’s increase the price 
by 5 percent; that’s what 
we did last year.”

Guest service “I’m very sorry that you had to wait  
20 minutes for your breakfast this  
morning. May I offer you a complimentary  
breakfast today, or would you like the  
credit applied toward your breakfast  
tomorrow?”

“I’m sorry you had to 
wait, but we were short‐
handed today. One of the 
servers called in sick.”

Guest requests “We don’t have any rooms with a king  
bed available at this time, but I can have  
one ready for you in 30 minutes. Can  
I have the bell staff check your bags  
until then?”

“We don’t have any 
rooms with a king bed 
left. You’ll have to take a 
room with two 
double beds.”

Reactions to 
negative 
guest comments

“That is a very good idea. I’ll talk about it  
at our staff meeting tomorrow and see if 
we can use your suggestion to improve 
service. Thanks for suggesting that.”

“Your idea isn’t feasible, 
and besides, it’s against 
our policy.”
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that when the marketing concept is understood and applied by all of a firm’s employees, substan-
tial changes have often been made in the establishment’s manner of operation, and the financial 
results have often been improved significantly.

1.2 THE MARKETING MIX

Marketing managers have used the term marketing mix for a long time. The concept of the mar-
keting mix has gained universal acceptance. It is important for hospitality marketing students to 
understand this concept, both conceptually and strategically. This section outlines the major com-
ponents of the traditional marketing mix, and the next section covers the hospitality marketing 
mix that was offered as an alternative for the industry. We will explain the similarities and differ-
ences between the two approaches. A successful hospitality organization is one that focuses on the 
needs and wants of the consumers and markets the product–service mix of the operation. 
Management of this type of operation involves integrating the components of the marketing mix 
into a marketing program that will appeal to potential consumers and meet the goals and objec-
tives of the firm. The following sections will introduce the components of the marketing mix, 
which will be discussed in more detail in Chapters 7 through 15.

1.2.1 The Traditional Marketing Mix
The marketing mix, many believe, consists of four elements, often called the four P’s of  marketing: 
price, product, place, and promotion.

1.2.1.1 PRICE. The price component refers to the value placed by a firm on its products and 
services. Some of the decisions involve pricing the product line, discounting strategies, and posi-
tioning against competitors.

1.2.1.2 PRODUCT. This component refers to the unique combination of goods and services 
offered by a firm to consumers. The product includes both the tangible and intangible elements 
of the service offering. Product decisions involve product attributes such as quality, the breadth 
and mix of the product line (i.e., the number and type of products and services offered by a firm), 
and services such as warranties and guarantees.

1.2.1.3 PLACE. The place component of marketing refers to the manner in which the products 
and services are being delivered to consumers. This component is sometimes referred to as 
 distribution, and it involves decisions related to the location of facilities and the use of  
intermediaries. In addition, the marketing of services includes the decision regarding customer 
involvement in the production process.

1.2.1.4 PROMOTION. This component refers to the methods used to communicate with con-
sumer markets. The promotion mix includes advertising, personal selling, sales promotions (e.g., 
coupons, rebates, and contests), and publicity. These are the vehicles that can be used to commu-
nicate the firm’s intended messages to consumers. The decisions for promotion involve the amount 
to be spent on each component of the promotion mix, the strategies for each of the components, 
and the overall message to be sent.

To achieve success in marketing a hospitality operation, a manager must closely examine and 
understand all the components of the marketing mix. To be successful, these components must be 
combined into well‐conceived marketing programs and managed properly. There is no magical 
formula that will guarantee success. If there were, no hospitality operation would ever fail or go 
out of business. Yet each year, many hospitality operations fail because managers are unable to 
combine the elements of the marketing mix into effective marketing programs, or the marketing 
mix is not implemented properly.
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1.2.2 The Hospitality Marketing Mix
Just as researchers have demonstrated distinct differences between goods and services, some 
researchers believe that the traditional four P’s approach to the marketing mix does not apply to 
the hospitality industry. Rather, a modified marketing mix is more appropriate. This hospitality 
marketing mix consists of five components:2

1. Product–service mix

2. Presentation mix

3. Communication mix

4. Pricing mix

5. Distribution mix

1.2.2.1 PRODUCT–SERVICE MIX. The product–service mix is a combination of all the prod-
ucts and services offered by the hospitality operation, including both tangible and intangible ele-
ments. For example, it includes such things as the type of guest room, the amenities offered, and 
the broad array of elements offered to the consumer. Section 1.3 addresses further the unique 
nature of services. Keep in mind that once a hospitality consumer leaves the hotel or restaurant, 
there is nothing tangible to show. Because the consumer has purchased and consumed the service, 
the largest part of the hospitality industry product–service mix is indeed the intangible elements 
of service.

1.2.2.2 PRESENTATION MIX. The presentation mix includes those elements that the market-
ing manager uses to increase the tangibility of the product–service mix as perceived by the con-
sumer. This mix includes physical location, atmosphere (lighting, sound, and color), and 
personnel.

1.2.2.3 COMMUNICATION MIX. The communication mix involves all communication that 
takes place between the hospitality operation and the consumer. It includes advertising, marketing 
research, and feedback about consumer perceptions. The communication mix should be viewed 
as a two‐way communication link, rather than as a simple one‐way link with the hospitality opera-
tion communicating to the consumer. This two‐way link allows for the traditional advertising and 
promotion that flow from the seller to the buyer, but it also allows for marketing research and 
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other data collection vehicles. In these cases, the seller is seeking information and data from the 
consumer, thereby establishing open communication with the various market segments.

There are some similarities and differences between the traditional marketing mix and the 
hospitality marketing mix. In the hospitality version, the product component is expanded to 
include some aspects of distribution. People are part of the production process in services, and 
distribution occurs in the presence of the consumer. The communication mix is almost identical 
with the promotion component in the traditional marketing mix, although it does include some 
additional communications such as marketing research. Finally, the presentation mix represents 
the largest departure from the traditional marketing mix. It includes price and some of the aspects 
of the place component such as location, and it adds elements such as atmosphere and the per-
sonal contact between customers and employees.

1.2.2.4 PRICING MIX. In addition to the actual price a firm charges, the pricing mix encom-
passes the consumer’s perception of value. The pricing mix includes such variables as volume 
discounts and bundling multiple products together for an overall discounted price. This bundling 
approach is used extensively by fast‐food chains as a method to increase spending per customer.

1.2.2.5 DISTRIBUTION MIX. The distribution mix includes all distribution channels available 
between the firm and the target market. Historically, distribution occurred at the point of produc-
tion, such as the restaurant where the food was produced. This has changed as a result of newer 
distribution channels, such as the Internet and e‐commerce; the importance of the distribution 
mix has increased.

The marketing mix, whether designed in the traditional or modified hospitality services for-
mat, is an important concept for managers of marketing functions. Initially, the marketing mix is 
used to formulate a marketing strategy and plan (see Chapter 5), but it pervades all aspects of 
marketing management. Several external factors can reduce the effectiveness of the manager’s 
efforts to successfully implement all the components of the hospitality marketing mix. These fac-
tors, which may have either direct or indirect influence, are consumer perceptions, attitudes, and 
behavior; industry practices and trends; local competition; broad national and international 
trends; and government policy and legislation.

1.3 SERVICES MARKETING

The growth in the service sector of the worldwide economy has been phenomenal in the last sev-
eral decades. In the United States, services currently account for more than 75 percent of the gross 
domestic product (GDP), which is a popular measure of an economy’s productivity. Similarly, on 
an international scale, services continue to account for an ever‐increasing percentage of economic 
activity. Most new jobs are created in the service sector, and the growth in the hospitality and 
tourism industry is a major contributor.

From the 1940s until the mid‐1980s, the emphasis within the marketing community was on 
products. Today, services have surpassed products and have taken on a more important role in 
marketing. Services, such as those offered by providers in the hospitality and tourism industry, 
have developed marketing strategies and practices that are unique. It has been established that the 
strategies, tactics, and practices that have been used successfully for product marketers do not 
always work successfully for those who market services. With the distinct differences between 
products and services in mind, the field of services marketing has evolved.

1.3.1 Services Defined
Unlike products, which are tangible, services are intangible. A service is not a physical good; 
rather, it is the performance of an act or a deed and does not result in the physical ownership of 
anything. This performance often requires consumers to be present during the production or 
delivery of the service. Service industries, including hospitality and tourism, are actually selling 
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consumers an experience. Services vary based on numerous criteria: the degree of tangibility, the 
degree of customization, the skills of the service provider, the amount of customer contact, and 
whether they are services for people (e.g., restaurants and health care) or services performed for 
goods (e.g., dry cleaning and equipment repairs).

Service employees such as front‐desk agents, housekeepers, hostesses, wait staff, car rental 
agents, flight attendants, and travel agents are responsible for creating positive experiences for 
customers. These frontline employees are critical to the success of service firms and play  boundary‐
spanning roles because of their direct contact with customers. These roles are important because 
customers’ perceptions of service firms are formed as a result of their dealings with these employ-
ees who represent the company and its intangible product.

Several reasons underlie the remarkable growth in services. Two leading services marketing 
experts, Christopher Lovelock and Lauren Wright, cite numerous reasons for this growth. The 
following is a list of reasons that pertain to hospitality and tourism:3

• Changing patterns of government regulation. The reduction in government regula-
tion has paved the way for the growth of services. The trend is for government to take a less 
active role in the regulation of business activities, such as removing barriers to entry and 
relaxing (or removing) regulations governing marketing elements such as price. For example 
travel firms such as airlines and hotels have been able to implement models that adjust price 
continuously in an attempt to sell excess capacity that cannot be inventoried. This is basi-
cally a legal form of price discrimination that cannot be used for tangible goods.

• Privatization of some public and nonprofit services. Privatization is a process whereby 
the government allows an industry or business to change from governmental or public own-
ership or control to a private enterprise. This transformation is necessary in a market‐driven 
economy where meeting consumer needs is a main priority and cost containment is neces-
sary. For example, many countries have released the control of airlines and other travel‐
related agencies to private firms to improve service quality and make the operations more 
efficient.

• Technological innovation. Technology continues to alter the way firms do business and 
interact with consumers. In all types of businesses, consumers take a more active role in the 
service delivery process. For example, in an effort to reduce labor costs and increase speed of 
service to customers, airlines have aggressively promoted self–check‐in, both at ticket coun-
ter kiosks and through their websites prior to arrival at the airport. Customers may print 
boarding passes, receipts, and other documents without intervention by an airline employee. 
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