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| Introduction

1.1. Background

When explaining the transition from a service economy [to a newer|economy, Pine and Gil-
more (1999) coined the term “experience economy” for the Tecemntty emerging one. First de-
scribed in their book, the experience economy has since been further refined by the authors’
subsequent articles, as well as by the work of other scholars. Following the economies of the
past (agrarian, industrial, and most recently, service) the experience economy stands out from
the former ones in that it goes beyond competing on the basis of price. As explained by Pine
and Gilmore, in a service economy the lack of differentiation in customers’ minds causes
goods to face the constant price pressure indelibly associated with commaodities. The authors
further suggest that a way to escape this commoditization trap is by selling not only a service,
but also an experience. Bille (2010) characterizes experiences as “a new source of value crea-
tion for businesses, an add-on to various consumer products and service”.

In their pioneering work, Pine and Gilmore make the prediction that it will be the company’s
ability to build a universe of experiences around their products and services that will deter-
mine their future success. Erdy and Kesterson-Townes (1993) emphasize that the “experience
rules” anticipate a fundamental shift in how businesses, especially those in hospitality and
tourism, will compete to provide customer satisfaction.

I.1.1 Tourism industry

Being part of the service sector, tourism has certainly been affected by technological devel-
opment as well as organizational and structural innovations (Stamboulis & Skayannis, 2002).
The tourism industry is currently undergoing significant restructuring. According to Erdy and
Kesterson-Townes (1993), in the past, travel was just about a destination. However, in the
future, “tourism will be about engaging in powerful personal experiences carefully tailored to
the tastes and demands of individual guests. Successful hospitality and leisure companies will
understand this evolution and enhance, or create, offerings to provide the desired expe-
riences”. As pointed out by Stamboulis and Skayannis (2003), in the past, strategic intent in
hospitality industry was about building competitive advantage though cost and differentia-
tion. However, in the experience economy, the travel agencies need to shift their focus to
building a competitive advantage through adding value to time spent, and experience gained
by their customers. Analysts (Kyriakou, 1996; Kanellou, 2000) agree that the response of
destinations has to focus on the enrichment of content of tourist services in combination with
strategies of differentiation and customization. Until now, tourism has been concerned with
visiting, seeing and living in a different mode of life. A new element, experience, adds an
abundant living adventure to the short time the tourist spends at the particular destination.
However, in a way, everything is an experience; and it is different from the everyday expe-
rience of tourists back in their home countries. So, Stamboulis and Skayannis (2003) ask, in
what sense is the element of experience ‘new’? The novelty lies in the notion that “expe-
rience is designed, intentionally produced (staged), organized, foreseen, calculated, priced,
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and (often explicitly) charged for; it is a core strategic concern as a new value attribute” (Pine
& Gilmore, 1999).

1.1.2 Experimental marketing concept

Coinciding with the emergence of the experience economy in the recent years is the further
development of the experiential marketing concept. According to Williams (2006), experien-
tial marketing has become the foundation for many different sectors such as retailing, brand-
ing, and events marketing. However, in hospitality and tourism it is evident that the strate-
gies employed still very much rely on traditional marketing concepts. Schmitt (1999) argued
that “traditional marketing was developed in response to the industrial age, not the informa-
tion, branding and communications revolution we are facing today”.

In contrast to traditional marketing, experiential marketing is about taking the core of a prod-
uct and developing it into a set of tangible, physical, interactive experiences that greatly en-
hances the offer. Rather than seeing an offer in the traditional way (through advertising me-
dia such as commercials, print and electronic messaging), consumers “feel” it by sensing like
they are being a part of it. As discussed before, the face of tourism is continuously changing,
as is the behavior of the tourists. Because of this, marketing has the potential to have a great-
er impact on the industry, in comparison to other industries. Unfortunately, this potential is
rarely achieved. Williams (2000,2002) attribute the key factor in its failing is that the main
marketing focus for hospitality and tourism has been on the destination or outlet, not on the
consumer.

There have been numerous success stories documented in the media that attest to the recently
large growth of experiential marketing in various industries. As the marketing field continues
to evolve, experience will be considered the dominant marketing tool of the future (McNick-
el, 2004). Considering the fact that the final product in the hospitality and tourism industry is
almost always an experience, the marketers in these particular fields have a distinct and
unique advantage in utilizing the experiential marketing principles.

1.2 Problem

The experience economy is a relatively new phenomenon and as a result, there is a gap be-
tween theoretical studies conducted on the topic by scholars and researchers, and the practical
implications analysis. In this paper, the problem that we are trying to address is the missing
gap presently existing in the literature, which is the merging of the impact of experience
economy on the hospitality industry, along with the marketing implications for travel agen-
cies.

The developed part of the world is currently in the process of change to the experience econ-
omy which has affected the service expectations of travel agencies’ customers. The authors of
this paper consider this field of research to not be mature, and therefore believe it would be
theoretically and practically important to conduct more research in the field. Therefore, the
authors have identified several questions that need to be researched and answered in order to
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contribute to what has been written so far on experience economy, hospitality, and marketing.
These are:

e How can travel agencies turn their services/travel packages into an experience?

e  How should travel agencies adapt their marketing strategies to emphasize the ‘expe-
rience’ element in their services?

e What have the travel agencies done so far to address the shift to experience economy?

1.3 Purpose

The purpose of this thesis is two-fold, in a theoretical and practical sense. On the theoretical
level, the authors want to use a literature review to describe the effect of the experience econ-
omy phenomenon and critically explain how it is influencing the hospitality and tourism in-
dustries. The authors want to further deepen the understanding of the new economy by using
the secondary data on attitudes and values to describe its progress in countries with different
economic development levels in Europe. On the practical level, based on the distribution of
interviews to representatives of the travel agencies in Sweden, the authors seek to first identi-
fy and then explore the marketing implications of the experience economy for the hospitality
and tourism industry. The choice of conducting interviews in Sweden will be justified in the
methodology section.

2 Theoretical Framework

2.1 Defining experience economy

The term experience economy has become common in the public usage. It is used publicly as
a synonym of terms ‘creative industries’, ‘creative class’ or ‘copyright industries’. However,
there is no clear definition of it. Therefore, it is important to define the actual meaning. Some
researchers suggest that the emerging experience economy growth comes from the relation
between economy and culture. This can partly explain why the term is used in a broad sense
and can range from anything related to culture and creative industries such as music, movies,
design, or fashion, to experience-based industries such as sports, event management or hospi-
tality.

New approaches and tools to understand this phenomenon have been developed. The task of
defining experience economy is important for the purpose of this study. As mentioned above,
the term is used very broadly, and the authors believe a more distinguished definition is
needed. Without such a definition, a number of problems could emerge. Firstly, the lack of
ability to realize the importance and impact of this phenomenon on the creative industries.
Secondly, importantly to this study, the lack of ability for the hospitality industry to identify
the possibilities and challenges in this framework. Therefore, it is an important task of this
thesis to establish a useful definition of the term. The development of the definition will, to a
large extend, be based on a literature review as well as statistics that show a change in the
cultural values. The search for definition takes its point of departure from a study of models
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developed to understand experience economy. The next stage is about an attempt to under-
stand the cultural values that stand behind the shift to experience economy. The last stage is
an analysis of the driving forces behind the new challenges and possibilities that experience
economy brings to the hospitality industry. The focus of this work is, however, on modern
experience economy mainly based on Florida’s and Pine & Gilmore’s theories and related
publications and articles published within the last ten years.

2.1.1 Pine and Gilmore’s Perspective

Pine and Gilmore (1999) argue that every company has a potential of turning the product it
sells into three different economic offerings. The authors analyze this with an example of cof-
fee beans. They point out that sold as a commodity by companies that harvest coffee, the cof-
fee will be worth around $1 per pound. If sold as a good, once a manufacturer has grinded,
packaged and delivered the coffee to a grocery store, it can be sold for $5 and more depend-
ing of the brand and package size. If offered as a service in a corner coffee shop, a cup of cof-
fee can be sold for $2 and more. The point is that the price a business can charge for the cof-
fee depends of the value the customer sees in it. The ‘value’ of the coffee, and hence the cus-
tomers’ willingness to pay, rises depending on the economic offering it is sold as. The price
gets higher as the commaodity changes into a product, and product into a service. However, a
new source of value that the authors recognize as the fourth economic offering is an expe-
rience. Pine and Gilmore (1999) state that experiences have always been around, however
they argue that the businesses have not paid enough attention to the experience as an econom-
ic offering, and have confused them with services. The authors explain that “when a person
buys a service, he purchases a set of intangible activities carried out on his behalf. But when
he buys an experience, he pays to spend time enjoying a service of memorable events that a
company stages- as in a theatrical play- to engage him in a personal way”. As a result, expe-
rience as a higher-valued offering can be charged more for. A coffee drunk from a porcelain
cup in a coffee shop with posh decor can cost even more than $15 a cup. The four economic
offerings propriety are shown in Figure 1.
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Figure 1: Product differentiation and price and consumer relevance (Adapted from: Lyck (2009)

Figure 1 illustrates the transformation of a product from a commodity to an experience, and
how differentiation and relevance of a product to a customer influences his willingness to
pay. Experiences, which provide the most personal and memorable way of experiencing a
product, enhance customers’ willingness to pay and hence, can be considered a tool of creat-
ing an economic profitability.

In order to control the quality of the experience, Pine and Gilmore (1999) developed the Ex-
perience Realms model, which depicts four features that a company should include in the
service/product offered in order to enrich customer’s experience. Traditionally, the businesses
focused on adding entertainment dimension to existing offerings. However, as it will be ex-
plained later, entertainment is a passive realm- it does not actively engage a customer, and if
not personally engaged in the experience, a customer is not likely to remember it well and
come back next time to the same service or product provider. From this perspective, the mod-
el is a source of revenue growth for the companies. According to the authors, once a company
engages a customer in @ memorable experience, he is more likely to remember the company
and remain its loyal customer. This is relevant to the tourism industry. The actual product that
the travel agencies sell is the same- holiday locations all over the world are the same for
every agency, so it is essentially about how the service is wrapped up. As mentioned by
Stamboulis and Skayannis (2003), the companies can either compete for customers on a basis
of price or on the experience-provided basis.

As previously mentioned in the introduction, Pine and Gilmore (1999) argue that in the ser-
vice economy, the lack of differentiation in customers’ mind results in goods constantly fac-
ing the price pressure indelibly associated with commodities. This leads to the situation in
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which customers increasingly purchase products and services solely on the basis of price and
availability. The authors refer to this situation as “commoditization trap” and suggest to busi-
nesses, who wish to avoid it, to provide instead experiences in a form of more complete eco-
nomic offerings that better meet customers desires. Oh, Fiore and Jeoung (2007) also agree
that tourism has been at the forefront of staging experience. According to Sternberg (1997),
tourism primarily sells a ‘staged’ experience, and it is the industry’ s central productive ac-
tivity to create a touristic experience. Furthermore, Andersson (2007) describes a tourist as
an active consumer who “acquires necessary resources and combines them in space and time
in order to yield positive experiences”. The author further explains that the ultimate output of
goods and services is experience, to finally conclude that “tourism goods and services are
produced to yield experiences”. The Experience Realms model, shown in Figure 2 presents
the findings of Pine and Gilmore (1999) on the ideal combination of experience realms that
lead to a creation of a the richest experience. The four realms include: entertainment, esthet-
ics, education, and escapism.
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Figure 2: Four realms of experience (Adapted from: Oh et al. (2007)

The two important dimensions to consider when analyzing the quality of an experience is the
consumer’s participation (on the horizontal axis), and connection or environmental relation-
ship that unites the consumer with the event (the vertical axis). In the model, entertainment
and esthetics are classified as the passive participation realms. This is because the customer
does not influence or affect directly the performance he is a part of. Pine and Gilmore (1999)
specify that entertainment is the oldest and most commonly applied offering in today’s busi-
ness environment. As described by Oh et al. (2007), the entertainment experience occurs
when tourists passively observe activities and/or performances of others. In the tourism in-
dustry life performances of local artists have been longed practiced entertainment offering.
However, this form is no longer considered an extra offering, but has rather become a stan-
dard that needs to be included in a hotel package.

10
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Esthetics experience reflects the tendency for a tourist to enjoy being in a destination’s envi-
ronment. This realm has been well recognized by the industry as it is highly relevant for the
service marketing. As explained by Oh et al. (2007), “the consumers’ patronage is highly in-
fluenced by the environmental characteristics of the business’ physical setting and service”.
Therefore, the choice of a carefully selected location is important for travel agencies and they
often tend to emphasize this fact in the marketing channels they use to communicate with the
customers.

The two experience realms that seem, however, not to be recognized by the travel agencies
are education and escapism. Both of them are active realms in the way that the customer
needs to be actively engaged in the experience. This is an important factor for the companies
to consider, since it is the active engagement that leaves the lasting impression on the cus-
tomer, which is likely to lead to the customer’s loyalty. As Pine and Gilmore (cited in Oh et
al., 2007) explain, “to truly create an educational experience, a tourist must increase his
knowledge and/or skills through educational events that actively engage the mind (for intel-
lectual education) and/or the body (for physical training)”. The authors suggest that when
planning a holiday offering, travel agencies should provide their clients with an opportunity
to feel like they have learned something important, or have gained insight into something
new. The approach of travel agencies that can be observed, however, is that the agencies tend
to organize educational events only as optional offering, that tourists need to sign up for and
pay extra for. A common example of such offering is a day trip to another location nearby the
tourist’s holiday destination. By making this offering optional, the companies miss on a great
chance to raise the customers’ loyalty and to differentiate themselves as a travel agency. As
mentioned before, destinations or best hotel offerings are available to all players in the hospi-
tality industry. However, an original rich experience staged for a client is an individual deci-
sion to be made by each travel agency.

Escapism realm indicates experiences in which customer immerses in and is actively in-
volved. The authors consider this realm to be the most complex one. Oh et al. (2007) argue
that the phenomenon of escape has not been clearly defined or measured. The authors suggest
that at least three components need to be considered for a clear understanding. These are: get-
ting away, immersing into a destination, and partaking a different character. The motivation
is what differentiates these three motives. The first one implies that tourists want to distance
themselves from their daily routine, they want to escape from it or get away. In this case the
destination choice is not important and the emphasis is on taking a break. The second one
implies that tourists want to escape to a particular destination. In case of the last component,
as explained by Oh et al (2007), “escaping the daily life and choosing a destination tend to
become secondary decision issue as the tourist is motivated most by the opportunity to par-
take a different character or identity through active immersion in the target activities at the
destination”. The relevance of the escapism realm to the hospitality industry is that all of the
three components need to be taken into consideration in the marketing of the services, so that
all the possible escape motivations of the potential clients are addressed. Furthermore, the
concept of active consumer and tourist urges the travel agencies to provide active expe-

11
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riences for their clients. This experience and escapism realms provide thus a differentiation
opportunity for the front runners in the experience economy.

2.1.2 Florida’s perspective

In his book, The Rise of the Creative Class, Florida (2002) has developed a new model for
economic growth; applicable to regions, cities, as well as companies. The idea of the author is
that if creative labor is attracted to a given place, it will generate economic growth through
innovation. The author is, however, against the traditional models that say that economic
growth comes just from companies, or jobs, or technology. Florida (2002) believes these
models are incomplete. Therefore, the author created his own model, the so-called “3 T’s”
model. Technology, measured by innovation and high-tech industry concentration comes as
the first T. Talent is the second one, and it is measured by the numbers of people in creative
occupations (not just by numbers of people holding higher education credentials). The third T
in the model stands for tolerance. Florida (2002) argues that places that are open and tolerant
attract different kinds of people and generate new ideas. As shown, the approaches of Pine
and Gilmore (1999) and Florida (2002) are different from each other in the perspective from
which the authors analyze economic impact of the experience economy. The pioneers suggest
that the main implication for the businesses is to compete to the basis of experience provided,
whereas Florida (2002) analyzes the phenomenon from a wider perspective. The latter author
does not label it as an experience economy, but simply as a “new economy”. The term Flori-
da (2002) has coined, however, is a “creative class”- a new class in the society. This is how
the author describes it:

“I define the core of the Creative Class to include people in science and engineering,
architecture and design, education, arts, music and entertainment, whose economic
function is to create new ideas, new technology and/or new creative content. Around
the core, the Creative Class also includes a broader groups of ‘creative profession-
als’ in business and finance, law, health care and related fields. These people engage
in complex problem solving that involves a great deal of independent judgment and
requires high levels of education or human capital. In addition to that, all members of
the Creative Class ... share a common creative ethos that values creativity, individual-
ity, difference and merit” (Florida, 2002, p.9.).

The author argues that what has led to the rise of the new economy and the creative class is
the transformation of everyday life. The change Florida (2002) has observed refers to basic
categories of human existence, such as work, lifestyle, time and community.

2.2 Experience economy and attitudes, values, and beliefs

What is important to this study is that Pine and Gilmore (1999), as well as Florida (2002)
based their models on the American society. The former authors mention that it is the United
States (U.S.), “along with the most advanced countries” that have shifted to the service and
subsequently, the experience economies. Florida and Tinagli (2004) believe that it is both the
U.S. and Europe that are going through a period of sweeping economic social transformation
— from an industrial to a creative economy. However, as pointed out by Boschma and Fritsch
(2007), there are hardly any empirical studies available that provide information on creative

12
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people in countries other than the U.S. Therefore, Boschma and Fritsch (2007) intended to
conduct a comparative analysis of European regions similar to the study for the U.S., but their
study resulted in a discussion on how to explain spatial distribution of the creative class in the
eight countries of Europe that they were able to analyze. Lack of relevant data was the rea-
son why the authors did not succeed in achieving their original goal of conducting a study re-
levant for all of Europe.

Therefore, the authors of this thesis would like to analyze whether the changes in values, that
accordingly to Florida have led to the rise of the new economy, can be observed in Europe.
As mentioned before, Pine and Gilmore (1999) argue that a shift towards experience econo-
my can be seen in the U.S. and other wealthy countries. To test this hypothesis, the authors
are going to compare change in values in two high-income economies (Sweden and Great
Britain), a transition economy with an upper middle income (Poland), and one of the poorest
European countries Moldova, which is classified as a lower middle income economy (World
Bank, 2010).

The changes in values described by Florida (2002) are compared with the findings on value
changes in the four European countries over the time period of 1990 to 2005. The source to
be used is the World Values Survey (WVS). As explained in the organization’s mission
statement, the WVS association has been founded in order to help social scientists and poli-
cy-makers better understand worldviews and changes that are taking place in the beliefs, val-
ues and motivations of people throughout the world. The WVS in collaboration with the Eu-
ropean Values Study (EVS) carried out representative national surveys in 97 societies con-
taining almost 90 percent of the world’s population. In order to monitor these changes, the
EVS/WVS has executed five waves of surveys, from 1981 to 2007. For the purpose of this
study, the data between 1990 and 2005 will be analyzed. This is because of the high relev-
ance of the findings from this period to the phenomenon of the new economy. In attempt to
give a historical background to the experience economy, Pine and Gilmore (1999) draw atten-
tion to the fact that it was “in the 1950’s, when services first employed more than 50 percent
of the U.S. population, that the Service Economy overtook the Industrial (although this was
not recognized until long after the fact). Today, manufacturing jobs employ a mere 17 per-
cent of the population. What economists today categorize as services makes up the remaining
80 percent” (p. 8). Furthermore, since the pioneers referred in their book from 1999 to the
experience economy as a “newly identified”, the authors understand that they recognized it as
a phenomenon of the 1990’s. On the other hand, when Florida (2002) discussed the rise of the
Creative Class, he wrote that “by the turn of the new century”, the creative class included
nearly a third of the workforce in the U.S. and across the advanced European countries. In
both cases of work done by Pine and Gilmore (1999) and Florida (2002), the authors avoid
putting the exact time framework for the rise of the experience economy. It seems, however,
that the authors are pointing towards the 1990s. Therefore, in this study the change of values
is going to be compared from year 1990 to 2005, which is the most recent year for the WVS
publication. The data from the 2010 is only going to be published in 2011. Considering limi-
tations, the majority of the WVS questions that were taken into consideration in this study
lack the answers from all four countries in the three time periods analyzed. The questions

13
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asked in 2005 by WV'S were modified. As a result, very often no data from 2005 is available
to compare it against 1990 and 2000. Sometimes, data for one or two years is missing for a
given country. In this case, only the data available will be mentioned and analyzed. As em-
phasized by Inglehart and Baker (2000), WVS is the largest investigation ever conducted on
attitudes, values, and beliefs around the world. Therefore, the authors consider that despite its
limitations, the survey is the most appropriate source to demonstrate the changes in values
that are described by Florida (2002) as crucial for the rise of the new economy.

In respect to work, the author points out that currently people trade job security for job au-
tonomy, and strive to work more independently. Florida (2002) believes that the ability to
learn and grow, shape the content of our work, control our own schedule and express one’s
identity through work are the most important values to people. In regard to lifestyle, the au-
thor argues that “new lifestyle favors individuality, self-statement, acceptance of difference
and the desire for rich multidimensional experience” (2002). This goes in line with a trend
that can be observed when analyzing the findings from the WVS. It is namely a shift from
materialistic values to the self expression values. However, it can only be clearly seen in the
case of the wealthy countries considered in this study-- Sweden and Great Britain (GB). The
trend seems to be developing in Poland, with some responses favoring self expression values,
and some prioritizing the materialistic ones. It can be, however, well contrasted with the pre-
ferences in Moldova where the emphasis on materialistic wealth seems to be a priority over
expressing one’s identity. This can be observed in the following questions, selected to dem-
onstrate attitudes towards work, lifestyle, time and community, previously addressed by Flor-
ida for the case of the U.S. When asked to rate the importance of hard work in life, Sweden
rated it with only 5% and 4% (in 1990 and 2000 respectively), followed by GB with 29% and
39%. Poland valued hard work much higher, rating it in 2000 with 86%, and so did Moldova
rating it with 87%. When asked about importance of job security, Sweden rated it with 65%
in 1990 and 51% in 2000, GB with 57% and 67%. Poland, however, found it more important
rating job security with 80% (2000), and Moldova was the most concerned country on this
matter rating it with 86% (2000). It was also Moldova that agreed the most (65%) in 2000
with the statement that “Work should always come first, even if it means less spare time”,
followed closely by Poland (62%). On the other hand, Sweden and GB did not seem to ap-
prove this attitude as much, rating it with 29% and 26% respectively. Moldova and Poland al-
so seem to prioritize society’s opinion about an individual over self-expression. When asked
how important it is to have a job respected by others, Moldova rated it with 70%, followed
by Poland’s 67%. (2000). Sweden on the other hand, rated it with 43% in 1990 and only 29%
in 2000. GB did not find the value important either, with only 27% and 25% in 1990 and
2000 respectively. In contrast, values that Sweden and GB did prioritize more in the job were
the self-expressive ones. For instance, when asked in 2000 about the importance of imagina-
tion in a job, Sweden rated it with 40%, GB with 38%, with Poland placing only 13% empha-
sis on it, and Moldova rating it with 26%. When asked whether “Seeing that people have
more to say about how things are done at their jobs and in their communities” 1S good, Swe-
den placed 33% and 34% of importance on it (in 1990 and 2000 respectively), and GB ranked
it with 40% (1990). Poland and Moldova, however, did not think it was a good attitude to-
wards a job or community, and they ranked it with 17% and 11% respectively (1990). These
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two countries also seem to prioritize society’s opinion about an individual over self-
expression.

When Florida (2002) discusses change in the approach that people have to their time, he ar-
gues that “... the core issue is not when we work or the number of hours we put in, but that
our use of time has intensified. We pack every second- whether at work or at leisure- full of
creative stimuli and experiences”. This is a difficult aspect to compare against. It is pretty
much an opinion of the author, which is not supported with any statistical data. Therefore, the
authors of this research have not been successful trying to support or criticize this argument.
It can be found that people in general spend more time and money on leisure. However, it is
difficult to transform it into a statement that the use of time in Europe has intensified.

On the other hand, the WVS suggests leisure is more important in wealthy countries such as
Sweden and England. When asked “For each of the following aspects indicate how important
it is in your life: leisure”, Swedes ranked it 55% in 1990, and similarly 54% in 2000 and
2005. Britons responded with 45% in 1990, 51% in 2000, and 46% in 2005. In contrast, lei-
sure is considered much less important by Poles- 35% in 1990, 25% in 2000, and 31 in 2005.
Even less attention to leisure is paid by Moldavians- 25% in 2000, and 21% in 2005. The lat-
ter two countries pay more attention to work. When asked to ranks its importance, Poland
ranked it the highest- with 70% in 1990, 78% in 2000 and 62% in 2005. However, it is im-
portant to notice the decrease by 16% over five years. Moldova ranked work with 43% in
2000, and 44% in 2005, so it can be consider a steady trend to consider work to be valued
greater than leisure time. Sweden the importance of work with 67% in 1990, which decreased
to 54% in 2000, and 53% in 2005. The same trend could be observed in GB, which ranked
work with 51% in 1990, which then decreased to 42% in 2000, and 39% in 2005.

In respect to the last aspect-- community, Florida (2002) argues that the leaders of the new
economy are attracted to communities that provide stimulation, diversity and a richness of
experiences that are the wellsprings of creativity. The trend towards welcoming diversity can
be observed in Europe too. This can be seen in response to the question: “On the list are vari-
ous groups of people. Could you please sort out any that you would not like to have as neigh-
bors?”. When considering people of different race, only 7% of Swedish respondents ex-
pressed their dislike, and that number decreased to 3% by 2000. In GB, low 9% was constant
for both years. Only data for 2000 in available for Moldova and Poland, for whom the results
were 11% and 17% respectively. The dislike towards Muslims in Sweden decreased from
17% to 9%, and in GB from 17% to 14% in 1990 and 2000 respectively. However, the per-
centage was significantly higher in Poland — 24%, and much higher in Moldova- 46%, sug-
gesting that the less developed countries do not welcome diversity as much. This can be seen
in the answers to the questions about having Jews as neighbors. The small percentage of 6%
in 1990, decreased to 2% in 2000 in Sweden, and the same trend was seen in GD when the
percentage decreased from 7% to 6% over the same period of time. However, Poland and
Moldova proved to be less tolerant again with 25% of the respondents in both countries fear-
ing to have Jews as neighbors (2000).
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Considering all these findings, it can be concluded that the European results cannot be gene-
ralized the same way as the findings for the U.S. WVS demonstrates that the economic de-
velopment has an impact on the values and attitudes in a society. The wealthier it is, like
Sweden and Great Britain, the more emphasis is put on the self-expression values. On the
other hand, the poorer a country is, the more emphasis is put on the materialistic values, as
observed in case of Moldova. Poland, which is considered a transition economy, has mostly
responded in the way that suggest prevalence of materialistic values in the society, however,
in a number of questions a development of self expression values could be noticed. This goes
in line with the findings of Inglehart and Baker (2000), who suggest that economic develop-
ment is associated with shifts away from absolute norms and values toward values that are
increasingly rational, tolerant, trusting, and participatory. As a result, it can be concluded that
the overall findings suggest that experience economy is indeed a phenomenon relevant to the
U.S. and the wealthy countries in Europe. Furthermore, it is clear that the lifestyle values are
linked to the rise of experience economy. Since experience economy is a phenomenon ob-
served in wealthy countries with emphasis on self expression values, the authors argue that
the recent rise of these values worldwide indicates a growth potential for experience econo-
my.

2.3 Marketing in tourism

For the purpose of this research, describing the marking implications for travel companies is
best used using the theoretical background of relationship marketing theory and consumer-
centric marketing theory. Traditional marketing strategies are still used by the hospitality and
tourism industry today, but due to technological changes and increasing customer values and
demands, relationship marketing is becoming more relevant for these particular industries.
The main reason why traditional marketing tactics are fading away and are losing relevancy
in the travel arena is because it does not acknowledge that there is actually a two-sided rela-
tionship between the company and consumer. The consumer relationship marketing theory,
for example, is born out of the criticism of traditional marketing being a pure transaction-
focused marketing (Bruhn, 2003). The marketing mix in traditional marketing theory makes
the assumption that the buyer is the passive party, so that therefore the exchange is a one-way
street with the seller in control. In contrast, relationship marketing and consumer-centric
marketing examine the two-sided relationship as mutually beneficial where both parties gain
competitive advantages (Hennig-Thurau & Hansen, 2000).

Due to the nature of the hospitality and tourism industry, relationship marketing and consu-
mer-centric marketing are more relevant than traditional and transactional strategies for seve-
ral reasons. Travel agencies are a part of the service sector; services are intangible and as a
result the customer will tend to associate the company providing the services with the end
product (travel package). Therefore, the customer will equate the relationship with the travel
company to the service they provide (Gronroos, 2007). Another characteristic of services is
that they are often hard to evaluate before purchasing them; therefore, the customer is buying
a promise of a service. If there is a good foundation of a relationship between the company
and customer, trust increases, and the customer will be more likely to buy into the promise.
There is a high level of interaction between a company and customer in a service industry,
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and if the relationship is strained and it can negatively affect the resulting quality and the cus-
tomers’ perceptions and opinions of the company’s services provided (Gronroos, 2007). Fi-
gure 3 presents a list of key differences between relationship marketing and transactional
marketing.

Criterion

Relationship Marketing

Transactional Marketing

Primary object

Relationship

Single transaction

General approach

Interaction-related

Action-related

Perspective

Evolutionary-dynamic

Static

Basic orientation

Implementation-oriented

Decision-oriented

Long-term vs. short-term

Generally takes a long-term per-
spective

Generally takes a short- term
perspective

Fundamental strategy

Maintenance of existing relation-
ships

Acquisition of new customers

Focus in decision process

All phases focus on post-sales deci-
sions and action

Pre-sales activities

Intensity of contact

High

Low

Degree of mutual dependence

Generally high

Generally low

Measurement of customer satis-
faction

Managing the customer base (direct
approach)

Monitoring market share (indi-
rect approach)

Dominant quality dimension

Quality of interaction

Quality of output

Production of quality

The concern of all

Primary concern of production

Role of internal marketing

Substantial strategic importance

No or limited importance

Importance of employees for
business success

High

Low

Production focus

Mass customization

Mass production

Figure 3: Key differences between the concepts of relationship marketing and transactional marketing
(adapted from Diller, 2001)

2.3.1 Relationship and consumer-centric marketing

Relationship marketing is considered to be of great importance when examining tourist beha-
vior and their loyalty to a particular agency. A great majority of tourists tend to seek variety
in destinations each time they travel, so they tend to not want to make repeat visits. Howev-
er, there is another group of tourists who remain faithful to a destination on a regular basis
(Moliner et al., 2006). Travel agencies, whether luxury or bargain, want to gain and maintain
the loyalty of the customers. Therefore, they often make them a variety of offers to keep them
from straying to other agencies if a better offer should materialize. Relationship marketing is
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not only a challenge for destinations, but for travel agencies as well.

As Niininen, et al (2007) suggest, “Companies focusing on the relationship between the or-
ganization and its individual customers are embracing the soul of the marketing concept”.
Consumer-centric marketing (CCM) is a relatively recent marketing trend, which aims to take
customer relationship marketing one step further. It is argued by Niininen, et al. that CCM is
a more advanced marketing philosophy than customer relationship management (CRM) in a
sense that CCM “truly places the customer in the middle”.

Maney et al. (2002) defines CCM as “the discipline of capturing and deploying consumer in-
sights to enhance marketing effectiveness and better serve those consumers that are the
brand’s best prospects”. Derived from this, Niininen describes CCM in a three-step process:

(1) the collection and arrangement of information and data on individual customers

(2) the utilization of that information to more effectively target those existing cus-
tomers; and

(3) allowing the customer to customize and personalize the service to match their
own needs and preferences

CCM, as with all marketing concepts, has the potential to be poorly executed. The prerequi-
sites for successful CCM can be summarized in the following points:

o The company needs to have a substantial amount of relevant information about
the customers. Most companies keep records/databases of some kind but fail to put
this data into understandable information and actionable knowledge

o The company needs to offer their clients suitable communications platforms or
selling points where the client can select the elements of their product

o The technology enables the consumer to select what is important for them and to
decide what they would like to pay for.

o Finally, the accumulated knowledge allows the design of personalized and mea-
ningful messages to the customer regarding the features of the brand.

CCM’s ultimate goal is for companies to gain knowledge and understanding of the characte-
ristics of their individual customers. To achieve this, the companies must become experts in
the customer motivations, habits, attitudes and values that shape the consumers’ opinion
about the brands the company is offering (Wright et al., 2002). Research has backed up the
notion that companies aiming to maintain regular communication with their customers will
increasingly enjoy relationships based on trust (Lietz, 2003; Maney et al., 2002).

Although travel agencies play a major role in customer decision-making, they have not been
paid as much attention to in research as destination or leisure and hospitality services. Travel
agencies and the customers are not just in a business deal; to truly succeed, a travel agency
must create and foster some sort of relationship with them. The network of relationships be-
comes even larger when we take into account the acquaintances, friends, and family of the
target customer; word-of-mouth is typically the fastest and most widespread reaching form of
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marketing.

Tourism products and experiences are ideal candidates in exploring CCM as consumers are
combining a wide range of products and services toward creating their total finalized expe-
riences. Technology, whether in the form of web-based applications or more, enhances the
communication channels as well as provides the company with a wealth of tools to adapt the
marketing strategy to customizing products to the individual customer.

Henning-Thurau and Klee (1997) define relationship quality as the ‘degree of appropriate-
ness of a relationship to fulfill the needs of the customer associated with the relationship’.
The results of a good relationship quality are correlated with the loyalty of the customer, their
propensity to recommend, or their complaint behavior. Major characteristics identified by re-
search are the customer’s satisfaction, trust, and commitment (Moliner, 2006). This is a con-
cept that is beginning to be studied more intensely in marketing literature, but is found few
and far between in tourism studies.

According to Hennig-Thurau and Hansen (2000), customer loyalty brings to a company three
positive economic benefits or goals: certainty, growth, and more profitability. These three
benefits are briefly described in detail below.

To begin with, more certainty is brought into a company if a customer is loyal. Certainty can
be equated with increased stability within the two-way relationship; and stability can be
shown through habitual purchase decisions, customers’ immunity to the company’s competi-
tors’ marketing tactics, and even a higher tolerance of a company’s mistakes.

More certainty also means that loyal customers are also more likely to give feedback, both
negative and positive, which carries more weight than the feedback a company receives from
an “opportunistic” customer. Loyal customers are more likely to complain or give construc-
tive criticism and take time out of their day to participate in questionnaires or even intervi-
ews. The more personal contact and feedback a company receives from its customers, the
more insight a company is able to achieve in terms of its marketing strategies. The loyal and
repeat customer is also more likely to have their names, consumption patterns, and social and
economic demographics so that they are able to often be contacted on a personal basis.Lastly,
a relationship between customer and company that results in trust will bring about a more de-
pendable and consistent union.

Hennig-Thurau and Hansen not only discuss the positive effects of customer loyalty, but also
bring up the negative points. The company may start to depend too much on the loyal custo-
mers, which may cause them to be inflexible resulting in the company neglecting to adapt to
changes in the market structure. New customers or potential customers may be ignored when
the company fails to realize the importance of changing market segments.

Growth of a company is the second important goal of customer bonding to a company. Con-
centrating on keeping existing customers will result in achieving growth by both exhausting
the existing customers’ potential in addition to attracting new customers. The first is possible
with deeper penetration of the customers; meaning their purchases are concentrated on a sing-
le company. Existing customers recommending the company to potential customers make
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the second possible. In terms of attracting new customers, the best and cheapest form of ad-
vertising is positive word-of-mouth. This has the potential to attract much potential in a short
amount of time. On the down side however, negative word-of-mouth spreads even faster.

Lastly, more profitability through cost savings is achieved with a loyal customer base leading
to an increase in revenue. Gaining new customers is associated with acquisition costs; with
loyal customers, customer management is less expensive since the customer is acquainted
with the company and the service procedures eventually become routine. In fact, Grénroos
(2007) states that acquiring a new customer costs five to six times more than it costs on top of
regular service activities (sales calls, giving information about new services, etc.) than it does
to maintain an existing loyal customer. In terms of price-sensitivity, it can go either way with
loyal customers. They may become less price-sensitive and be willing to pay more for a ser-
vice after being involved with a company after some time. On the other hand, they may feel
like they deserve a reward for being loyal to a company for some time and demand lower pri-
ces.

CCM aims to provide the means that enable the consumers to individualize their purchase to
the tune of their own personal requirements and desires. Customers therefore are taking an
active role in the design of the end product by making their preferences known and tailoring
their packages according to this. Consequently, CCM raises the company-customer relation-
ship to that of a more important position, and prioritizes the relationship in the scheme of the
organization. This strategy also lays a strong foundation for differentiation and a greater cre-
ation of value that in turn leads to higher loyalty and profitability. In the end, the company at
hand is provided with a long-term return on their investment (Bolton, 2004; Mello, 2002;
Wright et al. 2002).

From the experiential view standpoint, relationship quality is both cognitive and affective.
Tourists are not merely thinking individuals who are rational in their analysis of the relation-
ship; their emotions and feelings play a major role in relationship quality. Relationship quali-
ty is also less of an objective nature than it is subjective, due to the fact of different individual
interpretation amongst tourists and also its dynamic character.

In the research of Ravald and Grénroos (1996), it is claimed that relationship quality varies
over time. In other words; in the first stages of a relationship, the value of each transaction is
of great importance. In the later, more mature stages of the relationship, the relationship
quality is what matters more. One could say that there is an evolution of the tourists’ expec-
tations: from a predominance of transactional factors towards a greater emphasis on relation-
al variables.

Satisfaction is considered to be a comparison between one’s expectations and the actual per-
formance. When considering satisfaction with a travel agency, the tourist places value on the
degree of pleasurable fulfillment of their needs and wishes, including the full range of goods
or services offered by the agency (Moliner, 2006). Overall satisfaction depends on the expe-
rience of using the products or services of a particular agency, and the basis of maintaining
relationships is the keeping of promises. If a promise is not fulfilled, the tourist will not re-
peat the purchase or consumption of the product or service; therefore the relationship will
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then come to an end.

2.3.2 Experiential marketing

As previously discussed in the introduction, experiential marketing is a growing trend
worldwide with an influence in sectors ranging from consumer products like Ford Motor
Company to health care providers (Kerwin, 2004; Hill, 2003). The hospitality and tourism
sectors are clearly dependent on marketing and promotion in order to be successful, arguably
even more dependent than other sectors. It is put forth by Morgan, et al (2002) that market-
ing and promotion of hospitality and tourism is often “overlooked or simplistic in nature”,
due to the fact that traditional tourism marketing mostly focuses on confirming the primary
intentions of tourists, rather than persuading them to consume their products and services dif-
ferently. Over the years, the products of hospitality and tourism have also become increa-
singly complex; and according to Williams (2006) this is because the products at hand are not
only associated with conveying an image of a place, but with attempting to sell an experience
of that particular place.

Williams also pointedly remarks that the traditional marketing of the tourism sector is sim-
plistic in nature by saying that evidence delivered through media coverage would suggest that
“contemporary consumers are self-indulgent, pleasure seeking individuals, easily dominated
by marketers and advertisers, who act like sheep in the ways they mimic referent others.
However, the reality is obviously much more complex than such a scenario suggests. Con-
temporary consumers are as likely to be driven by thrift as to they are to be hedonistic, they
use consumption to make statements about themselves, they use consumption to create their
identities and they develop a sense of belonging through consumption”. Clearly, advocates
of experiential marketing see it as being more attuned to the complex characteristics of hu-
man nature; it is an approach differing immensely from the rational features-and-benefits
view of consumers and which views them as being emotional creatures whose goal first and
foremost is to achieve gratifying experiences.

There are numerous success stories of experiential marketing referred to in the media that
seem to back up the huge growth in this particular field. Kerwin (2004) makes the claim that
“the beauty of a well designed experience is that while it doesn’t reach nearly as many people
as a TV spot, it can attract the very customers who are most likely to buy”. SRI, an interna-
tional market research organization, researched this area and found that quicker positive pur-
chase decisions were derived from experiential marketing in comparison to traditional mar-
keting. IMI International also researched this area and had similar findings: more than 55%
of consumers felt that the single biggest influence on consuming was the ability to sample or
interact with a product before purchase. Research by ID Live Brand Experience found that
up to 85% of consumers valued the opportunity to experience using their senses (hearing,
touching, tasting, smelling, seeing) to test products. Of these consumers being surveyed,
58% confirmed that it was experiential marketing that had encouraged them to purchase
something that they originally were not planning-to:-Rine and Gilmore citedifrom the US Bu-
reau of Labor statistics, demonstrating that.consumer price indices, employment growth and
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growth in GDP have all increased at a faster rate for experiential offerings than for commodi-
ties, goods, or services. To sum up all of the research findings, the support for experiential
marketing shows that there are immense benefits for both companies and customers alike.

Traditional advertising no longer carries the same weight of influence with consumers that it
did even two or three decades ago. In 1985, a televised commercial during prime time would
have reached up to at least 40% of the population. At present time, it is doubtful that a simi-
lar commercial would reach even 15% of the population. And in the coming years, especially
with the continual technological advances, this figure will continue to fall. If companies ex-
pect to survive in this climate, they must seek alternatives to the traditional advertising. Pine
and Gilmore (1999) assert that “there seem to be three different reactions to the decreasing
efficiency of advertising in reaching consumers. Some have denied it’s happening, some have
thrown money at the situation, and others have tried to forge a new direction. In the last cat-
egory are those who’ve realized it’s time to start staging marketing experiences”.

2.4 Marketing implications for the hospitality industry

The implications of this remodeling in marketing for the marketing of tourism and hospitality
products and services are evidently significant. Hospitality and tourism marketers are in a
unique spot to apply principles of experiential marketing in comparison to marketers in other
sectors. As Frank Garahan, general manager of Rancho Las Palmas Resort states, “hospitali-
ty marketing is experiential, how do you explain the sensory excitement of being here? You
can’t get the ambiance from an advert” (Frasher, 2003).

The earliest example of experiential marketing in the hospitality and tourism sector, and the
one that Pine and Gilmore says we should be looking to as an example, is Walt Disney Parks
and Resorts. According to Williams (2006), it is a wonder that so few hospitality firms in the
last fifty years have tried to replicate such a winning strategy. A widely used example of a
company using experiential marketing to its advantage in the food and beverage industry is
Starbucks Coffee, “who have elevated the consumption of a routine commodity, coffee, to a
memorable experience”. Another one of the few examples of experiential marketing in the
tourism sector, are the campaigns aimed at the Indian diaspora (Hannam, 2004) which aim to
connect second and third generation Indians that are living outside India, to rediscover their
ancestral background. It has been achieved by bringing the population together for a key ex-
perience, in this case, the Pravasi Bharatiya Divas festival.

William also argues that the internet has caused many problematic issues for the tourism and
hospitality sectors, despite its many benefits, and that only the companies that develop cus-
tomer valued web-based experiences will be successful in this era of e-commerce. Satellite
technology, CD/DVD, WiFi, and the web have all increased the potential for experiential
marketing and for some time, hospitality and tourism firms have marketed using web-
technology (an example of this being real-time web-cams so that at any part of the day, con-
sumers can see what is going on in a location of their choosing). The use of technology to
give customers a 3D virtual visit to an array of tourism sites has also become more popular.
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Several researchers have suggested that virtual reality is a must for marketers in the tourism
and hospitality sectors. Allen (2003) remarks, “...ask yourself which is more effective: a
simple pop-up exhibit and promotional literature depicting the benefits of an ocean cruise, or
to climb to the top of the bridge to take in the simulated view of the aqua-blue Caribbean wa-
ters”.

So who hits the mark and who is off-base when it comes to attempting true experiential mar-
keting? Williams gives the example of the MGM Grand Hotel and Casino providing a simple
hospitality experiential marketing tactic: instead of delivering a standard wake-up call to its
guests, they provide a memorable experience by awakening guests with recorded voices of
celebrities who have performed there recently. The best examples of successfully employing
experiential marketing are spas in recent times. The Thalasso Therapy Centre of Carnac talks
about its being “located 100 meters away from the ocean, protected by a peninsula, by a la-
goon listed as a bird sanctuary”.

In contrast to these examples of hospitality and tourism firms using experiential marketing
which are few and far between, most companies poorly execute marketing experiences and
while many believe they are employing these tactics, they still misunderstand the concept as a
whole. For example, the Ohio Travel and Tourism Division claim that they are using expe-
riential marketing for their brand, but in reality they are solely using traditional media in the
forms of print, television, radio, and the internet. Likewise, the Canadian Tourism Commis-
sion claims that their new campaign is based on experiential marketing; which is that possible
tourists will not be given specific images of Canada, but will be inspired to “come, explore
and reach their own conclusion”. Again: the approach is based on traditional marketing, not
experiential marketing.
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3 Methodology
3.1 Research Approach

There are two research approaches to conducting an investigation which are determined by
the purpose of each study, and these are the inductive and deductive approach.

According to Dew (2007), a deductive approach draws on previous understandings of an as-
pect of the world, and from that understanding a hypothesis is developed and tested. If the
hypothesis is supported, the prior theoretical understanding is maintained, and if not then the
understanding is modified. It represents the most common view of the nature of the relation-
ship between theory and research (Bryman & Bell, 2003). In contrast, in the case of an induc-
tive approach, prior theories and attempts to build up an understanding of the world from the
data are set aside. As Elo and Kynga (2007) explain, if there is not enough knowledge about
the phenomenon or if this knowledge is fragmented, the inductive approach is recommended.
Furthermore, an approach based on inductive data moves from the specific to the general, so
that particular instances are observed and then combined into a larger whole or general state-
ment.

For this research topic, the authors of this paper apply a deductive approach to follow the
purpose of this study as existing theory is being critiqued and analyzed. The study at hand is
an exploratory study aimed at understanding the relation between experience economy and
marketing strategies in the tourism industry. The authors analyze what theory holds on the re-
search topic and then compare it against the practice, interviewing ‘experts’ in the subjects--
the travel agencies. Since the experience economy is a recent phenomenon in the academic
literature, the authors wanted to take the research to the next level by confronting the theory
with the practice. Therefore, the deductive approach deemed to be as the most suitable one.

3.2 Research Type: Qualitative

Research may be categorized in two distinct types: qualitative and quantitative. Amaratunga
et al. (2002) explain that qualitative research concentrates on words and observations to ex-
press reality and attempts to describe people in natural situations. For example, a qualitative
study should be used to investigate the reasons for human behaviour, to discover the underly-
ing motives and desires of individuals. On the other hand, the quantitative approach grows
out of a strong academic tradition that places considerable trust in numbers that represent
opinions or concepts, it’s aim is to measure quantity or amount. Since the experience econ-
omy and its’ marketing implications is a topic hardly discussed in the academic literature, the
authors wanted to analyze what has been said on this matter so far and investigate what are
the reason behind the rise of experience economy in Europe. Therefore, the authors focused
on an in depth literature review as a secondary research tool and looked at the data from the
World Value Survey and interpreted with verbal description it to understand the link between
society’s beliefs and values and the impact it has on experience economy.
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According to Patton (1990), qualitative methods permit studying certain issues of interest in
depth and detail having quite limited sizes of samples. Quantitative methods are intended to
measure the reaction of a person to a limited set of questions with a strong influence on num-
bers and survey research; this facilitates the comparison and statistical aggregation of the
data. From this perspective, the qualitative approach was more relevant as the authors aimed
at talking to travel agencies representatives to analyze and draw conclusions based on the in-
formation gained from interviewing a relatively small amount of the experts in the Swedish
tourism industry.

Due to the nature of this study, the authors of this paper follow a qualitative approach to fulfil
the purpose of this investigation. An exploratory approach is deemed most appropriate as the
research involves better understanding of implications of the experience economy for the
tourism industry in Sweden, and the marketing implications derived from such. The choice
of the method is also supported by the tool for data gathering, semi-structured interviews.
Furthermore, it is the nature of the problem and purpose that make a qualitative approach
more suitable and will broaden author's understanding more than a quantitative approach
would do. The authors are, however, fully aware that in comparison to the quantitative re-
search, a qualitative study usually does not allow generalizing the research results. Thus the
authors do not have intention of making generalisations.

3.3 Research Strategy

The research strategy used in any study is predominantly defined by the purpose of the re-
search. According to Saunders et al. (2007), there are three main types of purposes of re-
search: exploratory, descriptive, and explanatory. An exploratory study is used to examine a
particular phenomenon or a problem, seek for new insights afterwards assessing it from a
new perspective. The purpose of descriptive research is to give an accurate description of
persons, events, and situations (Saunders et al., 2007), while explanatory studies are mainly
focused on studying a problem with the purpose of establishing causal relationships between
variables.

The purpose of this research is explorative. On the one hand, it aims to confront findings
from literature review with reality. On the other hand, it is designed to identify issues and
problems that have not been deeply researched and studied in literature yet. The goal this ex-
ploratory research at hand is to provide significant insight to the topic, even if it is not gener-
alizable to the population at large. Judging from Saunders et al. (2007), an exploratory tech-
nique can give a clearer understanding of the chosen problem and this goes in line with the
purpose of the study, and what the authors want to learn from it.

3.4 Data Collection and Data Analysis

According to Chandler (1998), there are two main forms of methodology: data gathering and
data analysis. There are two types of data collection: primary and secondary data. Primary
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data is data collected specifically for the research project being undertaken. Zikmund (2002)
also defines primary data as data gathered and assembled specifically for the research project
at hand. In case of this study, face to face interviews and the self administrated questionnaire
shall be considered as the primary data. Literature review, however, demonstrated the secon-
dary data gathered for this thesis. As a result, data collection (data gathering) in this study in-
cludes secondary and primary data usage. The data analysis includes content analysis and
discourse analysis, among others.

3.4.1 Primary Data Collection

Every method to conduct a research has its unique assignation and used appropriately can
lead to sufficient results. Therefore, it is crucial to choose most suitable data collection
method. Due to the fact that the research approach is inductive and the purpose and nature of
study explorative, interviews and questionnaires are chosen as tool for primary data gather-
ing. According to Saunders et al. (2007), interviews are recommended when it is important to
understand the reasons for the attitudes and opinions. In this research, interviews along with
questionnaires are designed to give perspective to why certain marketing strategies are used
by travel companies in Sweden, resulting in tying these motives to the concepts of the experi-
ence economy.

Since a qualitative approach is flexible as mentioned before, it enables researcher to directly
follow up any unclear points that might occur after a respondent gives an answer (Marshall &
Rossman, 2006). Secondly, researcher can always get back to certain questions to face the is-
sues that have emerged in the course of interview (Bryman & Bell, 2007). Thirdly, it is flexi-
ble in the aspect of analysis of the data (Marshall & Rossman, 2006), which is of great impor-
tance to this study since the interviews are unique. By this it is meant that there is no fixed
way to analyze the findings.

As accuracy in this type of research is of great significance, it is important to mention that use
of interviewing techniques reduces possible misunderstandings because the interviewer can
assure that all the questions are clear to respondents, and that they understand what they are
asked. In this way, biases associated with respondent’s misunderstandings or misinterpreta-
tions of questions are reduced (Bryman & Bell, 2007). On the other hand, the questionnaire
distributed by e-mail does not provide such an opportunity to explain in detail every question
asked to the respondents. Therefore, for instance, in the questionnaire the authors did not in-
clude a question about experience economy itself, since they felt that asking about a phe-
nomenon the majority of people is not aware of, could serve as a source of biased answer.

Interviews provide rich, detailed answers that allow in-depth study of a phenomenon. As the
nature of the study is mostly explorative and the authors of the thesis aim at studying the
phenomenon, conducting interviews is an appropriate data gathering method. During the
course of the data gathering process, however, the authors needed to be flexible and (due to
travel agencies’ small willingness to participate in the face to face interviews), use structured
self-administrated questionnaire as a research tool too. This type of interview is typically
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used for descriptive or explanatory type of research. Being aware of that, the authors would
like to stress that the character of this research is more exploratory even if the information
gained from the questionnaires in more descriptive than the data obtained from the face to
face interviews.

3.4.2 Company and Interviewee Selection

The entire group of people, things or events of interest, which the researcher is interested to
investigate, is called population (Sekaran, 2000). The authors of this research were interested
in interviewing the individuals in charge of marketing in travel agencies in Sweden. The au-
thors believed that only interviews with respondents experienced in the field of research
could assure quality findings and validity to the study. As a result, specifically the directors
of marketing were contacted and therefore interviewed. This was a result of the following
data collection method:

e Research of international companies operating in the country of Sweden

e Contacting the companies via e-mail in order to provide recipients with an explana-
tion of the purpose of the study and attachment with the interview questions

e Once companies have demonstrated willingness to participate in the research and
proved to be valid to the research study, authors were calling people nominated to be
respondents to arrange a meeting

It is also important to justify the choice of Sweden as a case study country. Firstly, at the time
of conducting the study the authors reside in Sweden, which makes it the most convenient
country for conducting the empirical study. Secondly, and more importantly, the authors con-
sider Sweden to be a front-runner when it comes to experience economy countries.

The experience economy varies from country to country. Bille and Lorenzen (2008, cited in
Bille 2010) give three indicators that are important to be taken into account when analyzing
what drives and characterizes growth and development in the experience economy:

e A general increase in income and welfare
e The technological development
e The increasing globalization and internationalization

Sweden is a country that encompasses all three of these characteristics. Firstly, it is a high-
income economy. According to the information from the World Development Indicators da-
tabase (World Bank, 2009); Sweden is the 9" of the top 10 economies based on Gross Na-
tional Income per capita. Secondly, the Information and Communication Technology Devel-
opment Index (IDI) -- a ranking released in 2009 by United Nations, puts Sweden on the top
of the most advanced nations list when it comes to information and communication technolo-
gy. IDI compared developments in 154 countries worldwide over a five-year period from
2002 to 2007 using indicators such as households with a computer, the number of Internet us-
ers and computer literacy levels. Thirdly, Sweden is an export-oriented market economy. As
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specified by Naringslivets Ekonomifakta AB (2010), more than half of everything manufac-
tured in Sweden is exported, which indicates the economy’s internationalization level. Fur-
thermore, Jakobsson (2007) argues that “Sweden is one of the countries in which the trend
towards increased globalization of recent years has been strongest”.

Another indicator of the experience economy in a given country is its culture. The World
Value Survey Association (2010) mapped the values of seven countries, as demonstrated in
Figure 4. Major areas of human concern, such as religion, politics, economics, and social life
were depicted in two major dimensions of cross-cultural variation: rational-secular values and
self-expression values. Moving from left to right reflects the shift from rational-secular val-
ues to self-expression values. Sweden is nearest to the self-expression values pole. This
means that the Swedish society values well-being, self-expression and quality of life, leaving
the traditional emphasis on economic and psychical security behind. Hence, Sweden can be
considered as a front-runner among experience economies.
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Figure 4: Changes in two value dimensions for 7 countries (Source: World Value Survey brochure, 2010)

However, the authors do not want to the take for granted the theories suggesting that expe-
rience economy is a phenomenon that can be observed only in the wealthy countries. There-
fore, change in the attitudes and values shall be analyzed for four European economies. These
include two wealthy nations, Sweden and Great Britain; one transition economy, Poland; and
lastly, one of the poorest countries in Europe, Moldova (World Bank, 2010).Resulting from
the exploration of attitudes and values of these particular nations, the authors plan to contri-
bute to the research on the experience economy phenomenon in Europe.

3.4.3 Data collection restraints

When it came to accessing the primary data and attracting Swedish travel agencies to inter-
view, it was found that overall, they were generally unresponsive and unwilling to be of as-
sistance. Following the authors’ numerous requests via telephone and e-mail, more often
than not the lack of willingness to participate was attributed to the fact that the companies
lacked the time to meet face-to-face. They also claimed that there were too many similar re-
quests from other researchers to fairly distribute the information everyone needed. Unfortu-
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nately around the time of data collection, the Icelandic volcanic ash disaster took place which
disrupted every company associated with travel services. That was for sure the biggest im-
pediment to the research, as the companies understandably needed to be focused on re-
organizing after the multiple disturbances caused by the ash.

3.4.4 Sample size

As explained by Zikmund (2002), sampling involves any procedure that uses a small number
of items or that uses parts of the population to make a conclusion regarding the whole popula-
tion. The reason for using a sample is that the population can be conformed of a big number
of people or objects, what makes it impossible to collect data and test it (Sekaran, 2000). For
the purpose of this study, two respondents participated in two interviews. Due to time re-
straints and the lack of willingness of respondents to participate in interviews, the researchers
later distributed questionnaires of the same topic to travel agencies via e-mail, and success-
fully received 3 respondents’ completed questionnaires. Punch (1998) argues that if the natu-
re of the research questions requires a statistical representativeness of the sample in order to
conduct a legitimate sample-to-population inference, this should be fulfilled. However, the
reserach questions in this study make are of exploratory kind. The purpose is to gain more
understanding and knowledge on the experience economy and its marketing emplicatilons.
Genetralization of the reserach findings is not intended.

Figure 5 illustrates the thought process that has led the authors to choose a self-selection
sampling techinque for the primary data collection.
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Figure 5: Selection process of a non-probability sampling technique (Saunders et al., 2007, p.227)

As explained by Saunders et al. (2007, p.233), self-selection sampling occurs when resear-
chers allow each case, usually individuals, to identify their desire to take part in the research.
Firstly, researchers need to publicize their need for cases, either by advertising through ap-
propriate media or by asking them to take part. Secondly, the researchers collect data from
those who respond.

When designing the study, the authors were planning to interview face to face as many travel
agencies as possible. This is was due to the logic that the more participants taking part in the
study, the more knowledge on the topic at hand can be gained. Becasue of the lack of wil-
lingness to participate in the study, described earlier in the restraints section, the authors nee-
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ded to adapt and try to appeal to companies when contacting them for the second or third
time (the companies were contacted firstly by e-mail, then by telephone, and lastly by e-mail
with a short questionnaire attached). The number of participants is not the ideal, originally
planned set-up for the study. However, the authors believe that the quality of the data gained
from the face to face interviews and later on from the questionnaires is high enough to draw
relevant conclusions. Considering the exploratory purpose of this study, it is also of great im-
portance that the companies vary from each other; for instance, in this case whether they are
considered a luxury travel company, or more of a high-street one. Having gathered the data
the authors found that the luxury or high-street status has an impact on the importance a com-
pany given to providing experience in their services. To conclude, the authors would like to
emphasize that even though the sample used in this study is small, the consequences for the
thesis are not major. Even though generalizations for the all travel agencies in Sweden cannot
be drawn with such a small sample, the exploratory purpose of the study is fulfilled with the
quality data that was gathered and analyzed.

3.4.5 Designing Interview Questions

As stated before, the researchers in total conducted two semi-structured interviews and re-
ceived three completed questionnaires. Semi-structured interviews are useful for research
that is primarily exploratory, such as the study at hand. Differing from a structured interview
that is more standardized and predetermined, a semi-structured interview gives more flexibil-
ity to the researchers and it allows the interviewee to build on their answers (Saunders et al.,
2007). During each of the two interviews the researchers had a list of questions in prepara-
tion. However, although the themes and topics remained the same for both, there were slight
variations in the order of questions due to the differing flow of conversation. Also, due to the
fact that semi-structured interviews were undertaken, a couple of questions were either added
or omitted depending on the relevancy to the company and the context of the interview.

The two face-to-face interviews were both conducted in Stockholm, Sweden on the same day.
Both of the interviewees of the companies were head of marketing, Janne Lundbladh and
Momenul Islam, respectively. Both of the interviews lasted approximately an hour, were
conducted entirely in the English language, and were conducted in an informal setting in the
company offices of the interviewees. In addition, both interviews were audio recorded to en-
sure upmost validity. Beforehand, the researchers read up on some background information
of the companies and after a brief summary of the research topic, the questions were initiated
from which the interviewee delivered insightful knowledge and opinions.

The list of interview questions (comprising twelve) used for both companies is included in
the Appendix 2. Even if there were slight variations in the structure of the interview, the main
purpose of the questions remained the same. The focus was on addressing the evolution of
marketing from traditional practices to more of an experiential one, the main marketing tac-
tics employed by the companies, and questioning whether the four realms of experience
model is taken into consideration by the company.
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3.4.6 Questionnaire

The researchers faced multiple obstacles in obtaining more than two face-to-face interviews,
so therefore a questionnaire addressing the same topic were distributed to many Swedish
companies. Out of at least fifty companies which were contacted, the researchers received
answered and completed questionnaires from three companies who were willing to contribute
to the study: Lime Travel, Lotus Travel, and Apollo. In contrast to the interviews which
comprised twelve questions, the questionnaire was shorter and contained six questions.
However, the questions with the topics deemed most important after the interviews, mainly
questions surrounding marketing tactics related to the experience economy, were also in-
cluded in the questionnaire and constructed in a way that mimicked the structure and organi-
zation of the interview questions. The list of questions distributed via e-mail to the three
companies is included in the Appendix 3.

3.4.7 Secondary Data Collection

Secondary data is used for a research project that was originally collected for some other pur-
pose. Zikmund (2002) also defines it as data that has been previously collected for some pro-
ject other than the one at hand and adds that, secondary sources can be found inside the com-
pany, library or Internet, among others. To assure best results, both types of data are used in
this research.

Unlike the issues with primary data collections, where the authors faced many obstacles in
gathering interviews and questionnaires, a broader range of secondary data could be accessed.
Although the experience economy is a recent phenomenon and is still somewhat lacking, the
theoretical background and research could be found in reliable sources such as books, schol-
arly journals, and reports.

3.5 ResearchValidity

Cronbach and Meehl (1955, Cited in Bisckman & Rog, 1998) define validity as the extent to
which answers correspond to true values of what we are trying to describe or measure.
Hence, in relation to interviews, validity refers to the ability of it to measure what is intended
to measure (Saunders et al., 1997). Validity, in a qualitative research, is divided into three
main parts: content, criterion-related and construct validity. Saunders et al. (2007) define con-
tent validity as the extent to which the measurement device provides adequate coverage of the
investigative questions. For the purpose of this research, the authors carefully chose the sec-
ondary data- academic journals and books, as well as statistical secondary data. Criterion-
related validity, sometimes known as predictive validity, is concerned with the ability of the
measures (questions) to make accurate predictions. The questions were designed to confront
findings on experience economy and marketing strategies from the secondary data, with the
practice of tourist agencies in Sweden. The open questions enabled the authors to get the ex-
pected answers, and to leave the room for respondents to share any additional information
they have found relevant. Construct validity refers to the extent to which measurement ques-
tions actually measure the presence of those constructs intended them to measure. Since va-
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lidity is dependent on measurement, accurate measurement increases validity as well as reli-
ability. The primary data gathered for the purpose of this study, enable the authors to deepen
the knowledge on the impact experience economy has on the marketing strategies of the tour-
ist agencies in Sweden. Hence, the questions asked by the authors were constructed well
enough for the purpose of the study to be fulfilled with the answers received.

One important aspect of the interviews and questionnaires that could hinder validity, how-
ever, is the fact that everything was conducted in English, which is not the mother tongue of
any of the respondents, and it is the mother tongue of just one of the two researchers. On the
other hand, all individuals are fluent in English. Therefore, the authors do not consider that
this is a significant hindrance to the validity of the study.

Furthermore, the validity and reliability in this study have been ensured by:

e Designing questions to broaden understanding of the issues raised in the literature re-
view

e Assuring relevance of the questions to the purpose of the study

e Pre-testing interview questions with colleagues at the university to assure they are
clear to a potential respondent

e Contacting people from each company with appropriate knowledge to discuss subjects
raised in the interviews

e Making clear the purpose of|the study tg its participants before conducting interviews

e Sending the questions to the respondent at the first stage of communication

e Taking interviews in an environment, where respondent was feeling comfortable; to
assure privacy, confidentiality, and non-judgmental view

e Tape recording as the nest method to produce a trustworthy transcript

e Checking the consistency of the information
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4 EmpiricalFindings

4.1 Company Profiles & the Findings

4.1.1 Lime Travel

Based in Stockholm and representing the Nordic countries, Lime Travel is an agency that is
specialized in the luxury segment of travel destinations. Lime Travel is unique in the sense
that it is a company that only sells hotels and destinations in which the travel agents has vis-
ited themselves. Lime Travel was founded in October 1995 and is a rather small travel com-
pany, with eleven employees working in the Stockholm office and two in Halmstad, Sweden.
Along with specializing in tours to Africa, Asia, South America and the Caribbean, Lime
Travel specializes in luxury wedding holidays and honeymoons (www.limetravel.se). Becau-
se the company is celebrating its 15™ anniversary in 2010, they decided to distribute a survey
to one hundred of its most loyal and well-traveled customers. Mauritius held the position as
favorite destination, closely followed by Maldives and Bali.

Despite the economic recession, Lime Travel reported record earnings in 2009 with its travel
bookings increasing 25% over the previous year and profits exceeding 60 million Swedish
Kroner (www.eniropro.se). It was not only increased profits and record sales that caused
Lime Travel to rejoice last year. The company was also praised for its outstanding and con-
sistent quality service by Travel News magazine, which appointed Lime Travel as the best
Swedish tour operator in the category of “luxury”. In the near future, new destinations are
being planned, including an expanded European program.

Lotta Kronstam, one of the founders of Lime Travel and also the Director of Marketing, was
the representative of the company that responded to the e-mailed questionnaire. She strongly
believes that the customers’ expectations for an ideal holiday have changed in several ways
over the last ten years. For example, customers nowadays no longer want to put up with
complicated flight patterns; they want to avoid several changes of airplanes and long layo-
vers. Aligning with the recent studies on Swedish travel trends, Kronstam claimed that cus-
tomers more and more are consciously looking for hotels, ships, and destinations that are en-
vironmentally friendly and less likely to leave their “footprint”. Customers of all age want
more action with their travels, including more learning about the host country’s culture, and
they want more activities to done in combination with “the lazy life by the pool and beach”.

According to Kronstam, what customers value the most in the service Lime Travel provides
is their profound knowledge of the destination with and their know-how when it comes to
which hotel is perfect for which client. When asked if the trend emphasizing the “experien-
ce” provided in the holiday package is relevant for Lime Travel, or if the company is more li-
kely to compete on the basis of price, Kronstam answered:

“Our agency has to provide unique packages to be able to sell. Tailormade excur-
sions, transfers with childseats, upgraded hotel rooms, destination documentation, and so on.
A package spiced with a lot of inclusions. We can never win the competition of rates only as
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the worldwide internet companies now sell and market many of our hotels. And they have a
lower rate, earning less, taking a minimum guarantee, etc”

One of the biggest changes Kronstam has noticed with regards to the evolution of marketing
strategies in the tourism industry is the arrival of international websites such as Conde Nast
Traveller and Kiwi Collection; internet sites that offer the best hotels and that also serve rea-
sonable rates for luxury. Another recent addition in the tourism industry is the phenomenon
“lastminute.com” and other websites where customers traveling at last notice can find high-
quality hotel rooms for a decent rate.

When asked about the most important challenges facing the luxury tourism industry in the
next coming years, Kronstam answered: ‘“the unexpected, to meet and to conquer the unex-
pected”. She gave the examples of no one being able to foresee disruptions in the travel in-
dustry, such as the September 11" tragedy and the April 2010 ash cloud disaster that put all
air travel in Europe in a standstill for many days. “The most important thing you can do in
the travel business is steering a ship that you can maneuver easily to avoid forthcoming hind-
rances”. Another challenge is to meet the customers’ demands in finding flight alternatives
that are reasonable in rates yet comfortable at the same time. Customers want to sit in com-
fort while not paying a fortune, which often proves to be a difficult wish to fulfill. Customers
want to avoid untimely change of flights with endless security checks with pesky immigra-
tion officers; another demand which is becoming harder and harder to fulfill. According to
Kronstam, the United States will suffer tremendously in coming years due to their harsher
visa requirements to outsiders.

In the questionnaire distributed via e-mail to the companies, the authors asked whether the
company agrees that educational and escapism areas of experience are the most memorable
for the customers, and whether the company has tried to include all four areas in every pack-
age they offer. Lotta Kronstam agrees to this with enthusiasm. She claims that the best vaca-
tions are trips that exceed expectations of what to experience or of what one could achieve
themselves; for example “a weekly package to Chamonix and a small tour de Mont Blanc.
This is something that a customer can do walking or climbing with a minimum level of athle-
ticism. And then you come home with a super feeling of having done something outrageous-
ly good that you will talk about forever”.

To conclude, Kronstam made it clear that what is essential is to offer these experiences as
possible add-ons or inclusions in the travel package that the company tailor-makes for the cli-
ent; however, it should not be imposed on them. Additionally, it is not necessarily the fact
that clients are definitely going to do it. They may only head for the beach and sand but they
are satisfied and happy knowing that the possibility exists.

4.1.2 Lotus Travel

Based in Stockholm and also operating in Gothenburg and Malmo, Lotus Travel has been
specializing in cultural tours of India, Vietham, and China with Swedish-speaking guides for
over 19 years. Lotus Travel is the biggest Swedish tour operator specializing in trips to
China and organizes trips for individuals, groups, and businesses. Lotus Travel’s founder is
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Elby Kwok Drewsen, originally from Hong Kong. She is a highly regarded business leader
who was appointed “Best Business Woman™ in 2006 and was then given the title of “Best
Woman in the Industry” in 2007 (www.lotustravel.se).

Lotus Travel Holding consists of two subsidiaries—Lotus Travel and Scandinavian Perspec-
tives. Scandinavian Perspectives is also located in Stockholm but instead markets and organ-
izes trips for Asians to travel to the Nordic countries, with local representative offices in Bei-
jing and Shanghai. George Haddad, the Finance and Administration Officer for Lotus Travel
was the representative of the company that responded to the e-mailed questionnaire.

Haddad believes that the customers’ expectations for an ideal holiday have definitely changed
over the last decade. He claimed that more than ever, the clients are expecting more and
more offerings in a package for less money while still maintaining high quality services.
They desire arrangements tailored to their individual tastes and desires rather than the once-
typical “one-for-all” packaging deals where everything is standardized for the masses. In
terms of what customers value the most about the services Lotus Travel provides to them,
Haddad assures that it is the company’s knowledge as well as the company’s actual presence
in each destination. This way, a loyal customer base is built and less vacation experiences go
awry.

When asked whether Lotus Travel follows the traditional strategy of marketing their “best
deals” by competing mainly on the basis of the lowest price versus emphasizing the experi-
ence provided in the holiday package, Haddad concluded that the company actually utilizes
both strategies. In his words, “it is actually a combination of content and pricing”. Lotus
Travel does not stand alone in its pricing and package offerings, however. In Haddad’s opin-
ion, the biggest challenge facing Lotus Travel is that there is increased competition from
similar travel agencies, and a number of these are growing constantly in Sweden. When
asked how Lotus Travel plans to tackle this major challenge, Haddad replied simply; “we
plan to exceed the expectations of the clients, of course”.

Rather than agreeing that the educational and escapism areas of experience are the two most
memorable for the customers, Haddad implied that instead that it was naturally a mix of all
four factors, including esthetics and entertainment, that make a journey memorable for a cli-
ent. He added, “But again, everything has a price tagged to it. When the customer asks for
additional value, it means that they are prepared to pay and then the company has to deliver.
Satisfied customers, no matter their preferences, are the most loyal ones”.

4.1.3 Apollo

Headquartered in Stockholm, Apollo is Sweden’s third largest tour operator, providing the
widest range of resorts with more than 1,600 hotels in 48 destinations in 28 countries. Since
January of 2001, Apollo has been a subsidiary of Kuoni, a Swiss travel company which has
been in operation for more than a century and which was just for the eleventh time in a row
named the “World’s Leading Tour Operator” (www.apollorejser.dk). The company sells ma-
inly charter flights to beach resorts. In the summer, Apollo offers mainly European destina-
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tions (especially Greece) but come winter, the Canary Islands, Thailand, Egypt, India and Vi-
etnam are highest in demand. From Apollo’s homepage, the company claims to be striving to
be perceived as more modern and more flexible than other travel companies. “The feeling
that you really experience another country when you travel is important to us. Our focus is
on freedom, cozy areas and hotels, and local flavour” (www.apollo.se).

Of the approximately two million people going on a package holiday every year, 400,000 de-
cide to travel with Apollo. This gives Apollo a market share of over 20 percent. The main
target group for Apollo is “modern people” aged 15-74 who love to travel. The travelers inc-
lude a majority of women and urbanites, and about a quarter are children. Apollo sells its
travel online, through their own eight stores, and through nearly 300 selected travel agents.

Maya Giron, a Training Co-ordinator for Apollo’s airline Novair, was the respondent to the e-
mailed questionnaire for the study at hand. When asked whether she believes the customers’
expectations for an ideal holiday has changed over the last 10 years, she agreed immensely.
She expanded on this by explaining that customers nowadays do not only want a vacation to
just relax, but they also crave lots of entertainment in addition to wanting a destination where
one can get services all-included. In line with the representative’s thoughts from Lotus Tra-
vel, Giron added that the “value for the money is very important. They expect the highest
standard for the mininum price”. In addition, the customers do not only want, but actually
expect that the hotel or apartment where they stay to have all the commodities for the health
trend which is spreading across the world.

According to Giron, what customers at Apollo value the most in the services is the experience
or feeling that the company has given the little extra personal touch; which in turn, motivates
the customers to come back to Apollo. When bad or untimely situations arise, which is alm-
ost inevitable in the travel business, customers need to feel like they have been seen and
heard and have had their personal needs tended to. The vacations should be easy to book for
the client, the agents must be understanding and flexible, and all necessary information must
be readily available for clients when they want it. Having follow-ups afterwards on how the
customer perceived the vacation as a whole adds greatly to building a solid customer relation-
ship.

In response to whether Apollo tends to compete more on the basis of price, or whether they
are more likely to emphasize the “experience” provided in the holiday package, Giron clai-
med that the latter trend is becoming more and more common but that Apollo does still com-
pete on the basis of price and personal service. She went on to say that the company offers
customers a wide range of destination but with a focus on Greece, mainly because “every
company should have something more or less exclusive to stand out from the crowd from the
many others who offer more or less the same product”.

In Giron’s opinion, one of the biggest changes that she has noticed with regards to the evolu-
tion of marketing strategies in the tourism industry is that there is more focus on the global
environmental issues. For many clients of all ages and lifestyles, being environmentally
conscious is prerequisite for a characteristic of a company before the client agrees to travel
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with them. Giron also goes on to explain that the marketing department takes action and gi-
ves feedback to the many other different departments, which is more than educational.

A challenge for Apollo and for many travel companies alike in the coming years, is the fact
that the quality of the product is not only in their hands, but is also in the hands of the hotels
and airlines. Giron emphasizes that to tackle this challenge, it is very important to have a
good relation to each of these parties, to work more together than as separate entities.
Another challenge for the company in Giron’s opinion is furthering the education of Apollo’s
own staff. She believes that the staff on every level can never be too prepared or too qualifi-
ed for their working positions; it not only improves their attitude for their career but also im-
proves the quality of the services they provide. The image and reputation of Apollo is then
boosted.

When asked if Giron agrees that the educational and escapism areas of the four realms of ex-
perience are the most memorable for the customers, she replied: “both yes and no. Yes, |
agree that an activity offered with a new skill or increased knowledge is very popular; not
only for the skill, but also for the social part of it. We are people who like to be among peop-
le. We learn more about another culture by doing exactly these things. The skill or know-
ledge should be a local thing that mirrors part of the culture of just that country”. Giron ex-
pands on this by adding that there are song and dance and food traditions wherever you choo-
se to travel to, so a professional approach is very much appreciated as well as having so-
mething to offer to a wide range of ages. Increasingly people are living longer and therefore
a larger range of customers is older. To conclude her thoughts on Apollo’s inclusion of the
four realms of experience in their strategy, Giron claims that no, Apollo does not try to inclu-
de all four areas but instead offers a wide range of activities to choose from; the freedom to
choose is more than appreciated. In her opinion, what customers truly appreciate above
anything else is making their own personal vacation a reality.

4.1.4 Jambo Tours

Jambo Tours was established in 1974 and is headquartered in Stockholm with about 23 em-
ployees currently with a number of representatives cooperating at its destinations around the
world. Common to all destinations is that they are "far away" which is also part of its mis-
sion - to produce and sell packages, group and special tours for travel agents, private and bu-
siness clients, individually and in groups. Jambo Tours places a huge emphasis on environ-
mental awareness, and they have recently won the Grand Travel Award of 2010 for Envi-
ronmental Initiative for investing money in large-scale reforestation of Kenya. Jambo Tours,
which is a luxury travel agency, is the only tour operator that has chosen to offset emissions
for all trips, which has provided a successful educational experience for the customer and
third parties (www.jambotours.se). In an interview with Frederick Marnby at Jambo Tours in
March of 2010, Svenska Dagbladet questioned whether the initiative to offset emissions inc-
luded affected sales. He responded: “This is as yet difficult to measure. We started with this
in October, so it is relatively new for us too. But February was a record month for us, and
who knows, maybe it has to do with this award we got in February” (www.svd.se).
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Travel agents sell Jambo Tour packages across the country (Ticketmaster, Resia, and others)
in addition to its home office in Stockholm. Among the major destinations include South Af-
rica, Kenya, Tanzania, Malaysia, Thailand and several places in the United States. However,
the more exotic locales include the Amazon, Botswana, Costa Rica, Laos and Rwanda. Jam-
bo Tours has contracts with most major scheduled airlines, and thus offers packages with
high flexibility and comfort. In addition, the company works with major hotel chains but also
smaller, sometimes very exclusive, lodges, hotels, and resorts. One of the specialties of Jam-
bo Tours is the unique round trips by professional Swedish speaking guides in small groups.
According to the home webpage, Jambo Tours “seeks to be associated with quality, know-
ledge, flexibility and be the most viable and attractive option for both travel agents and end
consumers (www.jambotours.se).

A face-to-face interview was conducted between representative Janne Lundbladh and the
authors in the home office of Jambo Tours in Stockholm on May 12", 2010. In addition to
being Director of Marketing, he is responsible for public relations for Jambo Tours in Swe-
den and Norway. He is also manager of tour productions to the United States.

According to Lundbladh, the secret to Jambo Tours’ success is the personal relationships es-
tablished between the travel agents and customers. To Jambo Tours, the customers are not
merely a source of money but are people, even friends, with whom to build a long-term rela-
tionship. This is achieved through personal letters, monthly newsletters, follow-up phone
calls, and sometimes even holiday gatherings. If a customer feels valued and cared for, they
will in return be loyal and many of those often recruit their family and friends to the compa-
ny. Claims Lundbladh; some of the original customers of Jambo Tours are in fact still cus-
tomers today, and have not used the services of any other agency.

Lundbladh was the only respondent in the research that was familiar with the concept of the
experience economy before the interview with the authors of this study. He explained that
experience has always has been a driving force for success of Jambo Tours. This is due to
the nature of the trips offered by the company. They are all “focused on experience”, provi-
ding an adventure in the host country, and aimed for customers to “get more knowledge of
the world”. When, for instance, clients wish to go for a safari tour in Africa, they are offered
to participate in different types of safaris and can choose to stay anywhere from a luxury ho-
tel to a tent camp in a local village (to experience the “real” Africa and learn firsthand about
everyday life of the locals).

As a result, the main focus of the marketing strategy was to market the experience offered by
adventure tourism. The company shows action pictures taken in a host country in their cata-
logues and in the e-mail correspondence. Since the only way to discuss a package is by ma-
king a personal appointment with the company’s representative, a power point presentation
and videos from the destination of customers’ interest are presented to them. This is done to
stimulate the imagination of the clients, and to “transfer” them for the holiday location and
the experience that they could engage in.

Apart from the emphasis on the experience in the marketing strategies, Jambo Tours has rea-
lized that over time customers’ values have changed and this has had an impact on the marke-
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ting strategy. According to Lundbladh, customers have become more aware of the impact
traveling has on the planet. Despite claiming that it was not a conscious green marketing
strategy, the company’s representatives agreed that it does appeal to its customers and increa-
ses the brand credibility in customers’ eyes.

Lundbladh reinerates that credibility is very important to a luxury tour provider, as it is the
quality of the package that makes it a price-insensitive good. The customers are willing to
pay extra because they know they are buying a holiday package of the best quality, and quali-
ty is what makes the product attractive, not the price itself. Therefore, when asked about the
challenges faced by the industry, the first answer was quality control. When organizing the
holidays abroad, Jambo Tours heavily relies on the host-country operators; for instance, to
organize a safari. Therefore, it is in the company’s best interest to have the best operators
and “stay on top”. What is meant here is that constant monitoring in a host country is needed
to ensure that the quality of the experience does not get affected if the owner of an operator
changes, or if there is any other issues happening. Jambo Tours wants to offer the best pro-
ducts, and therefore intends to monitor the situation in host countries to respond quickly to
any changes and to maintain a good relationship with agents that the company is satisfied
with. Even in times of unpredictability, i.e. the April 2010 ash cloud disaster, the September
11" tragedy, riots in host country, the company must find quick and effective responses to
these matters; appeasing the customer at all cost.

When asked about the four realms of experience model, Lundbladh agreed that the most me-
morable tours are the adventure-based ones. More and more customers every year are de-
manding to gain knowledge of the destination’s culture not by simply observing it, but by
being totally immersed in it. In fact, Lundbladh claimed that the most adventurous clients are
actually the older and retired market. Active participation is very important to them. For ex-
ample, Lundbladh mentions that these customers do not seek pure comfort like having a huge
barrier to the wildlife; in fact, “a vehicle breakdown is seen as part of an adventure”. Of
course, safety is always first and no tour is given without high security; but walking safaris
are becoming more and more common even if people may be frightened to do so. To conclu-
de on the subject of the experience realm, Lundbladh adds that “experiences should always
be offered to customers as add-ons, but Jambo Tours does not impose them on customers”.

4.1.5 Indcen Resor

Established in 1990 and based in Stockholm, Indcen Resor is an economy travel agency
mainly specializing in discounted trips to India. In addition, the agents possess expertise of
Southeast Asia and Africa, which are destinations marketed with emphasis on trips to safaris,
along with cultural and natural activities (www.indcenresor.com). During the twenty years of
operation, Indcen Resor claims to have had over 100,000 satisfied customers.

A face-to-face interview was conducted with Momenul Islam in the Stockholm office on May
12", 2010. Islam has been with the company since 2006 and has over 15 years experience in
the travel business. He is mainly responsible for the company’s marketing and its online
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sales, and specializes in flights to the Indian subcontinent (India, Bangladesh, Pakistan, Sri
Lanka) and flights to worldwide.

One of the first statements that Islam made concerning his experience in the travel industry
was the increase of customers’ expectations for an ideal holiday. In line with the opinion of
companies that responded to the e-mailed questionnaire, he agreed that customers want more
for less and are always looking for the cheapest packages available with the best value, all
while maintaining high quality. In terms of quality, the customers expect optional activities
(excursions and entertainment) to be included in the packages. Compared to a decade ago,
customers are now abandoning buying “traditional products” and they are more and more
looking to engage in new things. With traditional products, Islam spoke about how in many
tourist destinations, “the customers are not seeing anything ‘real’, it is staged to appeal to the
tourists’ envision of what the destination is like”. Islam gave the example of the resurgence
of traditional medicine in the last two years, and how customers nowadays desire to visit des-
tinations that offer these products, along with guided tours. They also want to be more in
touch with nature, with less of a barrier between customers and nature. For example, more
and more customers request special boat trips on their vacation—where they fish themselves
and then a chef prepares and cooks for the customer their special catch.

The two characteristics of Indcen Resor that Islam believes are of most value to the customer
is mainly the discounted prices they offer and the wealth of experience they have in India.
Each of the agents in the company is specialized in and knowledgeable about a few locales of
the world of which Indcen Resor offers its services for. Since Indcen Resor’s main target
market is between the ages of 25 and 55 years of age, the budgets of every customer is spread
widely. The value each customer receives, explains Islam, is that they receive every aspect of
their vacation tailored to their individual needs. The same goes for the older, retired cus-
tomer group who often have a more flexible schedule and larger budget.

According to Islam, Indcen Resor does not so much compete on the basis of experience as
much as they do compete on the lowest price. One example of how they do so is e-mailing
coupons for discounted services to both existing and potential customers, such as a “book one
night, get second night free”. Along with most businesses suffering in the recent economic
hardships, Islam stated that Indcen Resor has reported losses in the last two years and this has
made the company extra conscientious of building customer rapport. Extra attention has been
paid to advertising in newspapers and online. Since there are many Swedish citizens of In-
dian and Asian origin living in Stockholm, Indcen Resor strives to market to these individuals
in hopes that they desire to “discover their roots” and travel to such destinations. Islam
claims that word-of-mouth marketing among these groups has helped Indcen’s customer base
grow.

Momenul Islam claims that one unique strategy Indcen uses to combat the hardships of the
financial crisis is to offer customers several forms of payment. For example, customers may
pay for their vacation in several installments over a year’s time, with no interest, or they may
pay in cash all at once. Of course, according to Islam, clients on a more relaxed budget are
willing to spend more money in which case.ndcen “adapts the packages for wealthier clients
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and offers to them upgraded flights, hotels and more activities included in the package...we
may even provide them luxury cars or even limos”.

Bargain travel agencies are abundant in Europe, but in Islam’s opinion, there are marketing
strategies used by Indcen Resor that differentiates them from all the rest. For example, the
company organizes promotional activities such as Bollywood movie night and Indian cuisine
evening. For these events, existing customers are encouraged to attend as well as accompa-
nying potential customers.

The two biggest challenges both in the present time and in the future to a company such as
Indcen Resor are the continuing economic hard times and the competition from similar travel
agencies. In order to stay on top, Islam believes that Indcen Resor must follow the trend for
tailor-made holidays. They must take customer feedback heavily into consideration in order
to constantly improve, and continually adjust packages to every client’s individual needs.
For example, one tactic that the company is in the process of employing is advertising spe-
cifically for the clients travelling on a budget, and then advertising separately to the wealthier
clients.

Islam claims that Indcen Resor does not in fact utilize all four realms of experience at once in
their service offerings. In his own words; “Clients should have a choice of various activities
to do at the destination, but you should not push them to participate. If they want to be lazy,
you shouldn’t try to change their mood and try to get them to crave adventure. If customers
express interest in an additional activity, we provide it at an additional cost. Otherwise, not.”
Contradictory to what Janne Lundbladh remarked about older and retired people being the
most adventurous and craving active enjoyment, Islam claimed that passive enjoyment is fa-
voured by the elderly, and “they would much rather be relaxing in their four-star hotel room,
laying on the beach, or shopping for a few hours a day”.

4.2 Focus on the Swedish tourist market

In a market brief by Swedish Chambers (2009), the evolving travel habits of Swedes to inter-
national locations are discussed in detail. Despite the global financial crisis that has most
strongly affected the Swedish export industry, experts disagree on how the crisis has affected
traveling. Cheap destinations and those with a favorable exchange rate such as Turkey and
Northern Africa are winners, but statistics show that it seems like Swedes prioritize their va-
cation in spite of difficult financial times. In fact, a May 2009 survey actually showed an in-
crease for long-haul travel from Sweden, and for charter companies 2009 was a record break-
er.

What is now considered air charter was developed in Sweden during the 1950s. The fact that
borders were opened after the war and also that Swedish holiday legislation was extremely
generous in comparison to other countries who were rebuilding their economy, are reasons
why air charter came to be so popular. In the late 1950s, charters from Scandinavia to Spain
began with the formation of one of the major tourist operators—Ving—being formed. To-
day, the travel market is dominated by three large charter operators: Ving (owned by Thomas
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Cook Group), Fritidsresor (owned by TUI Travel), and Apollo Resor (owned by Kuoni in
Switzerland). These major companies are just a drop in the bucket, however. Besides these,
there are a large number of smaller fully inclusive tour operators as well as internet tour oper-
ators and travel agencies.

4.2.1 Market trends for Swedish travelers

According to Swedish Chambers (2009), Swedes in comparison to other nationalities are ex-
perienced travelers who are willing to try new destinations and are expected to travel even
more so in the future. Research firm Kairos Future states that the tourists are “looking for
more and more spectacular experiences. At the same time, they crave that which is true and
genuine. Many of them want authentic experience of local culture and nature and look for
unexploited destinations yet undiscovered by the general public.” An extremely important
target group that they note consists of retired individuals who are seeking a cultural expe-
rience, “who will travel whether there is a crisis or not and are often interested in visiting a
developing country”.

Another force behind Swedes’ propensity to travel is that the costs for long-haul travel have
decreased and many people are looking for something new as they are already well traveled.
Top long-haul destinations for Swedes are Thailand, Egypt, and the United States. Classic
destinations such as Majorca, Crete, Bulgaria, Turkey, Cyprus and Rhodes also continue to
remain popular.

Summer vacations in Sweden are no longer just taking place in July, but are now staggered
from May to September, with holidays being spread out over the duration of the year.
Swedes now tend to travel more often and stay away for a shorter amount of time. According
to Swedish Chambers, the driving forces behind this development are time-poverty and
access to low-cost carriers, which have made it feasible to go on a weekend getaway for very
favorable prices. The internet has obviously become the most important source of informa-
tion for tourists, as many customers want to put together their own vacations and use the web
for planning, information gathering, booking, and purchasing. Social media such as blogs,
Facebook and Twitter have had a huge impact as a source of marketing channels and word-
of-mouth information for other travelers.

Even if there is a high reliance on the internet and customers want to put together their own
packages, travel agents still continue to have an important role to play as there is a demand
for that which is well-arranged, packaged, and simple. More and more travelers want to
combine different experiences on their vacations; for example, sea and sun vacations are be-
ing combined with safaris, sightseeing and large cities. In the future, destinations that can of-
fer a multitude of activities are likely to be the winners. Also, as travelers are predicted to
have more money and higher standards, it will be increasingly common that budget and lux-
ury traveling is combined. An example of this is that a tourist may spend lots of money on
expensive activities but at the same time stay at a cheap hotel or look for a low-cost carrier.
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5 Data Analysis

5.1 Experience economy

From the perspective of the travel industry, experience economy can be defined as a recent
trend that has risen because of a change of values and beliefs of people living in wealthy
countries. They value quality time, want to realize themselves, experience and learn new
things. They want to express themselves through the activities they do and how they do them.
As a result, the holidaying pattern has changed. The authors’empirical study has found that
there has been a significant change over the last 10 years in holiday expectations of custo-
mers in Sweden. The majority of the travel agencies who participated in the study, four of
five, expressed that customers demand action, learning or cultural activities to be included in
aholiday package. To quote Apollo’s representative; “They [customers] do not only want a
vacation to relax but also a place where they get all included as well as entertained”. Indcen
Resor argues that optional activities included in the package are a necessity to maintain high
quality of the offering. The same trend can be observed among the luxury travel agencies.
Lotus Travel emphasises the importance of “more offerings in a package for less”, as well as
“individual arrangements”, whereas Lime Travel and Jambo Tours add to the above listed a
need for environment friendly arrangements. Lime Travel specifies that their customers are
increasingly interested in environmentally-friendly travelling arrangements and hotels, and
Jambo Tours believes that its’ green marketing strategy makes the company look more cre-
dible to the customers. The travel agency won Grand Travel Award of 2010 for Environmen-
tal Initiative for its efforts in carbon offsetting. Aware of the fact that its clients have become
concerned about the negative environmental effects of travelling by planes, the company off-
sets the carbon emissions per passenger by sponsoring a relevant amount of trees at planta-
tions in Africa.

These findings on customers’ preferences go in line with suggestions of pioneers of the expe-
rience economy theory, Pine and Gilmore (1999), who argue that today people do no longer
buy a service but an experience; “he [customer] pays to spend time enjoying a service of
memorable events that a company stages ... to engage him in a personal way”. However, the
authors’ Four Realms model has been hardly supported by the travel agencies participating in
the study. As previously described, Pine and Gilmore (1999) argue that esthetics and enter-
tainment are passive realms of the experience that have long been implemented by business-
es. They believe, however, that educational and escapism realms have been not realized by
the businesses, while they are the ones which actively involve customers and therefore, in-
crease their loyalty to the experience provider. The authors of this study have asked the travel
agencies whether they think that the two latter experience realms are the most memorable
ones for their customers, and whether the agencies implement all four realms in their holiday
packages. The Four Realms model has been challenged by the majority of the respondents.
Apollo recognized that their customers enjoy learning new skills and gaining knowledge
through experience at the destination, but the company implied that it was mostly because of
the social aspect of these activities. The suggestion was that the Apollo’s customers enjoy
meeting new people and socializing with them over company-arranged activities. As all of
the travel agencies in the study, Apollo concluded that the four realms of experience are not
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included in every package, and that customers are not obliged to participate in the activities
on offer but rather have a free choice to do so. Furthermore, Apollo appreciated offering pas-
sive-involvement-activities such as local music or dance performances. According to its’ rep-
resentative, it is also increasingly important to bear in mind that the age expectancy is getting
higher and as a result, activities in most of the packages need to be adjusted to older custom-
ers. The same argument was made by Indcen Resor, who stressed that “passive enjoyment is
favored by older customers” and shared the belief that customers like to enjoy a wide choice
of extra activities at the destination, but should not be “pushed” to participate in them. When
the luxury travel agencies were asked about the importance of implementing a rich multidi-
mensional experience in their packages, they seemed to agree with Pine and Gilmore’s find-
ings more. Lime Travel stressed the importance of “providing experiences which will exceed
customers’ expectations”, and used example of its “tour the Mont Blanc”- an optional moun-
tain climbing trip, for which only a minimum athleticism is required - to say that active ad-
ventures are the ones that clients talk about the most, once they come back from holidays.
However, after stressing the importance of having this kind of experiences as add-ons to the
package, the company still emphasized that not all customers will get involved in them, but
even those who prefer to spend all day at the beach are happy to know that they have an al-
ternative to the passive enjoyment. Jambo Tours on the other hand argued that their custom-
ers demand active participation in adventures and cultural activities in a “real” environment
of a new destination. They want to be close to the nature, and experience life of the local
people in destinations that Jambo Tours specializes in. As in case of Lime Travel, the agen-
cy’s representative concluded that “the memorable tours are the experience based ones”. Yet,
she also stressed that experiences should always be offered to customers as add-ons, rather
than imposed on them. The same as in case of Apollo, she used an example of the older cus-
tomers as the ones who should not be expected to eagerly participate in adventures and risky
extreme safari tours. Last but not least, Lotus Travel answered that all four realms are needed
to make as experience memorable, however, there is a price tag attached to all of the realms.
This is the reason why multidimensional experience is only offered in tailor made packages,
as “experience included in the package depends on the customer’s willingness to pay”. Also,
the Lotus Travel representative argued that “satisfied customers are the most loyal ones, no
matter what their preferences are”, suggesting that if some customers prefer passive enjoy-
ment they should not be forced into active involvement activities.

Another finding from the empirical study is that the majority, four of five of the travel agen-
cies participating in the study, stressed the importance of value for money offerings. For the
bargain travel agency Apollo, “value for money is very important, and the customers expect
highest standard for the minimum price”. Similarly, Indcen Resor’s clients expect “more for
less” and demand upgrades of hotels and flights at a low price. However, it was surprising for
the authors to find out that clients of the luxury travel agencies look for value for money
deals too. Since luxuries are classified as price change insensitive goods, the authors expected
the customers of the luxury travel agencies not to care about holiday packages’ prices. How-
ever, the study revealed that the Lime Travel’s customers expect upgrades on flight at a rea-
sonable price, whereas Lotus Travel clients have increasingly been expecting “more offerings
in a package for less”. Jambo Tours was the only travel agency, who answered that their
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clientele is price insensitive, and that the emphasis is always put on quality of the package ra-
ther than it’s price. This suggests that even though it is typically bargain travel agencies who
emphasize the best deals in their promotional materials, luxury agencies may need to focus
on the value for money aspect in marketing of their packages too.

Moreover, these findings question the accuracy of the product differentiation and price and
consumer relevance model (see Figure 1) developed by Pine and Gilmore (1999), and further
elaborated on by Lyck (2000), which suggests that when a product is transformed from a ser-
vice to experience, customer’s willingness to pay increases. In the study conducted for this
research, the authors have found that experience based activities are offered to customers as
add-ons. Typically, the agencies charge extra for them, and the reason for that is the belief
that clients, even those of the luxury travel agencies, look for good value for money. The sit-
uation is slightly different in case of Jambo Tours, whose offerings are of adventure and ex-
perienced based packages. However, in the interview with the company’s marketing manag-
er, he argued that the reason why, despite high prices, Jambo Tours is a market leader with
the longest experience at the destinations they specialize in, and the quality of the packages
offered. He stressed that the reliability of the brand, as well as the personal customer service
are the reasons why the customers’ loyalty is so high. However, even in the case of this agen-
cy, the most adventurous or risky activities are only offered as add-ons to the packages.
Therefore, the authors believe that in the travel industry, customer’s willingness to pay does
not rise with the experience input to the service on offer. This aspect would be an interesting
topic for further investigation.

5.2 Experimental marketing

On the other hand, selling a service as an experience in not only about turning the product it-
self into an experience but transforming the ambience it is sold in into an experience. When
explaining the price differentiation related to the transformation of a service to an experience,
coffee was used as an example in this paper. If one was to look closely on the Starbucks phe-
nomenon, it is interesting to know whether the reason why customers are willing to pay more
for the chain’s coffee drink is only the experience of enjoying the quality coffee, or whether it
is the atmosphere of the coffee shop that increases the willingness to pay. Given that every
coffee store needs to have the same decor style and promotions, the authors believe the am-
bience of the place plays a big role. Also, the marketing efforts on Starbucks need to be taken
into consideration. The paper mugs the take away coffee is served in say that they are 30%
recyclable and in the stores there are posters explaining support Starbucks gives to coffee
farmers to ensure sustainability of the business practice as well as fair price practices. These
green marketing practices are aimed at creating a certain brand image that can increase cus-
tomer’s willingness to pay in the same way as the quality of the coffee served. To relate this
example to the case of travel agencies, the authors believe that the companies do not make
the effort to turn the service of selling a holiday package into an experience. As previously
discussed in the literature review, due to the fact that traditional tourism marketing mostly fo-
cuses on confirming the primary intensions of tourists, rather than persuading them to con-
sume their products and services differently, the tourism promotion is “overlooked and sim-
plistic in nature” (Morgan et al , 2002). The findings from the empirical study explain why
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travel agencies do not want to change business strategy and persuade customers to get in-
volved in experience-rich activities, but prefer to have them on offer as add-ons. However,
these findings have made the authors realize the potential to turn the service into experience
into an experience elsewhere. It is namely the way the service offering and selling of the
packages to clients that might need to be modified. When it comes to the offering the product,
all of the agencies in the study follow traditional marketing practices of TV and online banner
advertisements (Apollo), or reach customers with discount leaflets (Indcen Resor), adver-
tisements in newspapers (Apollo and Indcen Resor), as well as catalogues available in the
company’s retail points as well as in travel agencies dealing packages of various travel agen-
cies (Apollo, Indcen Resor, Jambo Tours, Lotus Travel) or catalogues only available at com-
pany’s retail points and to order online through the company’s website (Lime Travel). All of
the travel agencies in the study have their own websites, however only Jambo Tours take ad-
vantage of it to implement experiential marketing, by “transferring” the customer to the des-
tination by having online videos from the destinations showing the environment and activities
the clients can indulge in on holidays. Typically, the agencies post pictures from destinations
and hotels available, as well as package prices. This way, they miss on an opportunity to truly
indulge the customer in the offering, but leave them only with view of available accommoda-
tion and price tag attached to it. Williams (2006) stresses that contemporary consumers are
likely to be hedonistic, use consumption to make statements about themselves and to create
their identities, as well as to develop sense of belonging through consumption”. Online expe-
rimental marketing practices could be used to meet these needs, by showing customers an al-
ternative holiday “lifestyle” upon a visit on the company’s website.

Furthermore, the travel agencies have a potential of staging an experience for clients at their
own retail points. The bargain agencies typically show pictures taken at the destinations they
offer packages in. These are on posters or TV screens that clients can watch upon entering the
office. However, there is much more potential to indulge a customer with experiences of dif-
ferent destination. Indcen Resor for instance invites customers for Indian cuisines dinners
where the holiday packages and touristic offerings are promoted through travelers telling
their stories and showing pictures from previous holidays. The company revealed these
events help increase the customers’ base by raising interest in visiting the destination. As
previously mentioned, the beauty of well designed experience is that while it does not reach
as many people as for instance a TV spot, it is more likely to influence the customers who are
likely to buy. Therefore, the authors were surprised to learn that the majority of the travel
agencies do not realize the opportunity of attracting customers via the experimental market-

ing.

5.3 Relationship management

Quality of the service can be not only an attribute, but a competitive advantage for a travel
agency. As mentioned by Apollo’s representative, the company competes for customers “on
the basis of price and personal service, one does not go without the other”. Jambo Tours be-
lieves that their personal relationship their consultants build with the customers is what they
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values the most in the company’s service. Moreover, the customers of Jambo Tours are al-
ways contacted by the same consultant over the years, which is a tool for the company to
build a more personal relationship with them. This approach allows the company to gain
more direct feedback on the holidays they provide, as well as deepen the knowledge of cus-
tomers’ expectations and match them with the most suitable packages. Moreover it is also a
company’s policy that holidays can only be discussed, tailor-made, and purchased at a meet-
ing with a travel consultant, rather than over a phone call. The same policy is followed by
Lime Travel and Lotus Travel, who make appointments with customers in the headquarter of-
fice to discuss and plan holidays. As mentioned earlier in this study, relationship marketing is
considered to be of great importance when examining tourist behavior and their loyalty to a
particular travel agency. The findings suggest that it is the luxury travel agencies who realize
more the importance of customer relationship management, and seem to follow consumer
centric marketing practices to really make the relationship personal and focused on the con-
sumer. When asked what the consumers value the most the in the service provided by the
company, Apollo answered “The experience of feeling that we have given that little extra
personal touch is what makes customers come to us. To feel that you have been seen and
heard and taken care of for your personal needs, even if bad situations should arise”. This is
also paid attention to by Lime Travel, who believes it is one of the biggest challenges facing
the travel industry. The agency is particularly concerned about meeting and conquering the
unexpected (such as the cloud of ash which stopped air traffic recently, or the terrorist attacks
of 9/11). Jambo Tours also puts the needs of making customers feel taken care of first, as it
sees “quick and effective response to unpredictable changes, such as the ash cloud, flight de-
lays, or political strife at the destinations” as the biggest challenges they need to face. How-
ever, an awareness of the importance of taking care of the customers throughout their journey
is not necessarily a tool to build a relationship with them.

Despite claiming an interest in developing a relationship with clients, the bargain agencies
seem to still follow traditional marketing practices of advertising thought mass media, as if
following “one size fits all” strategy, rather than having a personal relationship with a client
built through face to face meetings or regular phone calls from the same consultant which in-
dicate consumer-centric marketing approach. The only consumer-centric practice that all
agencies revealed they follow was asking customers for feedback after the holidays, so that
the companies can improve their service. Therefore, the authors of this paper believe that
there is a potential for the bargain agencies to increase the customers loyalty by taking the
service to the next level and putting the customers in the center of the relationship. As found
in the literature review, “tourists are not merely thinking individuals who are rational in their
analysis on the relationship; their emotions and feeling play a major role in relationship quali-
ty”, and a strong relationship leads to brand loyalty.
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6 Conclusions

For the purpose of the study at hand, three research questions were identified at the start of
this thesis. The authors have aimed at tackling these questions throughout the different parts
of the thesis using theoretical framework as a background in addition to the qualitative study
of selected Swedish travel companies. The research questions and summarized answers are as
follows:

1. How can travel agencies turn their services/travel packages into an experience?

At the beginning of this study, the authors were taking for granted that travel agencies are af-
fected by the experience economy and are determined to emphasize the experience in their
holiday packages. The theory suggests that experience is a factor that allows the businesses to
charge more for their services, and can increase customer’s loyalty. However, the primary re-
search of the study has shown that the travel agencies do not that agree with these sugges-
tions. They all care about providing their potential clients with nice pictures of scenery and
attractions available in a given holiday destination, but that is where the “experience” element
ends. Recommendations on how to turn a travel packages into an experience can be found in
the literature review section of this thesis. The impact of implementing these strategies would
be an interesting future research topic.

2. How should travel agencies adapt their marketing strategies to emphasize the ‘experience’
element in their services?

A whole section in the literature review describes in detail what can be done by the agencies
to emphasize the ‘experience’, and the reasons why this should be done are discussed. To
summarize, the main methods to market the ‘experience’ include:

- Engaging all the senses of a customer to “feel” the product/service

- Description of features and benefits of a given product or service only appeal to the
rationale of a customer; his/her emotional side should be equally stimulated

- Consumer is no longer a passive participant in the buying process-- choice, creation
and purchase of the service should be a two way process where the customer is active-
ly involved in it

3. What have the travel agencies done so far to address the shift to experience economy?

With the exception of one company interviewed, none of the interviewed companies’ repre-
sentatives have been familiar with the concept of the experience economy beforehand. Ho-
wever, they have all agreed that in the last few years, due to technological improvements, inc-
reased industry competition, and increased expectations and values of their customers, there
is a need for constant restructuring and adapting in order to stay afloat and thus, succeed.
The common denominator between all of the companies is that they strive to have a closer
and stronger relationship with the customers in order to build a more loyal base.
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There is almost no evidence from the interviews and questionnaires that the five companies
implement experiential marketing, even if they claim that they compete on the basis of expe-
rience rather than price.

The research conducted has theoretical limitations, as there has been relatively little research
undertaken on the experience economy’s effect on the travel industry and therefore few per-
spectives to critically analyze. If any research has in fact been done in this arena, it concen-
trates mainly on businesses in the United States of which cannot be generalized to the entire
population. As Pine & Gilmore are the pioneers of the experience economy phenomenon,
they remain to be the researchers dominating the arena. In current literature, it is seldom
found any other researchers on this topic who argue against and find problems with the origi-
nal concept of their ideas of experience economy. Opinions and blogs can be frequently
found on the Internet, arguing that the experience economy is an over-hyped business philo-
sophy created with the sole purpose of selling books, but there are rarely any empirical studi-
es on the matter. The only way for this ‘monopoly’ to be counteracted is for more resear-
chers to step up and contribute new findings and ideas backed up with academic research.

Limitations can be identified in the collection of the empirical data as well. One of the big-
gest constraints is the number of samples, and this lends itself to the difficulty the authors had
to collect interviews and questionnaires from the Swedish companies in a relatively small
amount of time. The primary research undertaken only concerned a small number of Swe-
dish companies with just one representative from each of them. However, the purpose of this
research was not to generalize to the overall population, but to better understand the concept
of the experience economy and whether it has in fact had an effect on the strategies employed
by companies.

Since there is still such a limited amount of research in the area of experience economy and
the travel industry, there is an undeniable need to explore this concept further by looking be-
yond the present study. A study undertaken with several countries would be beneficial, espe-
cially if a larger sample and more in-depth interviews were involved. It would be beneficial
to make a comparison study of several countries, including those that have been identified
from the World Value Survey Association as having rational-secular values, rather than just a
country like Sweden who is closest to the self-expression values pole. For example, it would
be interesting to research the differences in marketing strategies employed by a wealthy na-
tion, a transition economy, and a low-income country (For example; Sweden, Poland, and
Moldova). Another recommendation would be to interview several representatives from each
company, versus only one as the study at hand entailed. The thoughts and opinions of one
representative, no matter how knowledgeable they are or objective as they try to be on the
subject matter, is better supplemented with others’ thoughts in the organization. Also, rese-
arch including interviews on the thoughts and opinions from the consumer side of the rela-
tionship would greatly add to the strength of the study.

51



Liljenvall & Dziewiecka, 2010

7 References
Allen, W. (2005), Successful Meetings, 54(4), 26-29.

Anderson, T.D. (2007), The tourist in the experience economy, Scandinavian Journal of
Hospitality and Tourism, 7(1), 46-58.

Bickman, L. & Rog, D.J. (1998), Handbook of Applied Social Research Methods, Thousand
Oaks, CA: Sage.

Bille, T. (2010), The Nordic approach to experience economy—Does it make sense? Copen-
hagen Business School, Department of Innovation and Organizational Economics, 2-24.

Boschma, R.A., Fritsch, M. (2007), Creative Class and Regional Growth—Empirical Eviden-
ce from Eight European Countries, Jena Economic Research Papers, 66, 1-30.

Bolton, M. (2004), Customer-centric business processing, International Journal of Producti-
vity and Performance Management, 53(1), 44-51.

Bruhn, M. (2003), Relationship Marketing: Management of Customer Relationships, Essex:
Pearson Education Limited.

Bryman, A., & Bell, E. (2007). Business Research Methods. 2" ed. Oxford: Oxford Uni-
versity Press.

Chronbach, L.J. & Meehl, P.E. (1955), Construct validity in psychological tests, Psychologi-
cal Bulletin, 52, 281-302.

Ekonomifakta (2010) Sweden today, available at:http://www.ekonomifakta.se/en/Sweden-
today/

Elo, S. & Kyngas, H., (2007), The qualitative content analysis process, Journal of Advanced
Nursing, 62(1), 107-115.

Erdly, M., & Kesterson-Townes, L. (2003), Experience rules: A scenario for the hospitality
and leisure industry, Strategy & Leadership, 31(3), 12-18.

Florida, Richard (2002). The Rise of the Creative Class, Basic Books.
Florida, R., & Tinagli, I. (2004). Europe in the creative age. Demos, London.

Frasher, S. (2003), Palm Springs area resorts court convention planners, The Business Press,
17 March, pp.10

Gronroos, C. (2007), Service management and marketing: Customer management in Service,
3rd edition, West Sussex, UK: John Wiley & Sons Ltd.

Hannam, K. (2004), “Tourism & Development 11, Progress in Development Studies, (4)3,
256-63.

Hennig-Thurau, T. & Klee, A. (1997), The impact of customer satisfaction and relationship
quality on customer retention: a critical reassessment and model development, Psychology &
Marketing, 14(8), 737-765

Hill, R. (2003), Are you being served?,Health Forum Journal, September, 12-16

52


http://www.ekonomifakta.se/en/Sweden-today/
http://www.ekonomifakta.se/en/Sweden-today/

Liljenvall & Dziewiecka, 2010

Inglehart, R., Baker, W. (2000), Modernization, cultural change, and persistence of traditio-
nal values, American Sociological Review, 65(1), 19-52.

Jakobsson, U. (2007) The Globalisation of Swedish Economy, available at:
http://www.svensktnaringsliv.se/multimedia/archive/00008/Globaliseringen_av_sv_8069a.pd
f

Kanellou, D. (2000), Intermediaries in distribution{channels: changing sources of power and
control, SPRU, Mimeo.

Kerwin, K. (2004), When the Factory is a Theme Park, Business Week, 3 May.

Kyriakou, D. (1996), Content vs. distribution: The medium loses to the message. IPTS Rep-
ort, Vol.1, February.

Lyck, Lise (2009), Experience Economy: Lessons learnt by implementation of experience
economy in hotels in Copenhagen, Denmark, EuroCHRIE, Helsinki.

Maney, R., Flink, C., & Lietz, C. (2002), Consumer-centric marketing: How leading consu-
mer packaged good companies are transforming the way they market.
<http://crm.ittoolbox.com/documents/document/asp?i=2835>

Marshall, C. & Rossman, G. (2006). Designing Qualitative Research (4" ed). Thousand
Oaks: SAGE Publications.

McNickel, D. (2004), Hands on Brands, May, available at: http://www.marketingmag.co.nz

Mello, S. (2002), Customer-centric product definition, American Management Association,
New York.

Moliner, M.A., Callarisa, L., Rodriguez, R.M., & Sanchez, J. (2006), Perceived value of the
purchase of a tourism product, Tourism Management 27(3), 394-409.

Morgan, N., Pritchard, A., Pride, R. (2002), Destination Branding: Creating the Unique Des-
tination Proposition. Butterworth-Heinemann, Oxford.

Niininen, O., Buhalis, D., March, R. (2007), Customer empowerment in tourism through con-
sumer centric marketing (CCM), Qualitative Market Research: An International Journal,
10(3), 265-281.

Oh, H., Fiore, A.M., Jeoung, M. (2007), Measuring experience economy concepts: Tourism
applications, Journal of Travel Research, 46, 119-132.

Patton, M. C. (1990). Qualitative evaluation and research methods. London: Sage

Pine, B.J., Gilmore, J.H. (1998), Welcome to the Experience Economy, Harvard Business
Review, July/August, 97-105.

Pine, B.J., Gilmore, J.H. (1999), The Experience Economy: Work is a Theatre & Every Busi-
ness a Stage, Harvard Business School Press, Boston, MA.

53


http://www.svensktnaringsliv.se/multimedia/archive/00008/Globaliseringen_av_sv_8069a.pdf
http://www.svensktnaringsliv.se/multimedia/archive/00008/Globaliseringen_av_sv_8069a.pdf
http://www.marketingmag.co.nz/
https://www.bestpfe.com/

Liljenvall & Dziewiecka, 2010

Pine, B.J., Gilmore, J.H. (2002), Differentiating Hospitality Operations via Experiences: why
selling services is not enough, Cornell Hotel and Restaurant Administration Quarterly, 43,
87-95.

Ravald, A. &Gronroos, C. (1996), The value concept and relationship marketing, European
Journal of Marketing, 30(2), 19-30.

Saunders, M., Lewis, P. and Thornhill, A. (2009), Research Methods for Business Stu-dents,
5th edition, Harlow, UK: Financial Times Prentice Hall.

Schmitt, B.H. (1999), Experiential Marketing, Journal of Marketing Management, 15, 53-67.

Sekaran, U. (2000). Research methods for business: a skill-building approach (3" ed.), New
York: Chichester

Stamboulis, Y., Skayannis, P. (2003), Innovation strategies and technology for experience-
based tourism. Tourism Management 24, 35-43.

Sternberg, E. (1997), The Iconography of the Tourism Experience, Annals of Tourism Rese-
arch, 24(4), 951-969.

The World Bank (2010) Country Classification, available at:

http://web.worldbank.org/WBSITE/EXTERNAL/DATASTATISTICS/0,,contentMDK:2042
1402~pagePK:64133150~piPK:64133175~theSitePK:239419.00.html

Williams, A.J. (2000), Consuming hospitality; learning from postmodernism, in Lashley, C.,
Morrison, A. In Search of Hospitality, Butterworth-Heinemann, Oxford.

Williams, A.J. (2002), Understanding the Hospitality Consumer, Butterworth-Heinemann,
Oxford.

Williams, A.J. (2006), Tourism and hospitality marketing: fantasy, feeling and fun, Interna-
tional Journal of Contemporary Hospitality Management, 18(6), 482-495.

World Value Survey (2010), available at: http://worldvaluesurvey.org

World Value Survey brochure (2010), available at:
http://margaux.grandvinum.se/SebTest/wvs/SebTest/wvs/articles/folder published/article ba
se 110/files/WVSbrochure4.pdf

Wright, L.T., Stone, M., & Abbott, J. (2002), The CRM imperative—Practice vs. theory in
the telecommunications industry, The Journal of Database Marketing, 9(4), 339-349.

Zikmund, W.J. (2002) Business Research Methods, The Dryden Press, Orlando.

54


http://web.worldbank.org/WBSITE/EXTERNAL/DATASTATISTICS/0,,contentMDK:20421402~pagePK:64133150~piPK:64133175~theSitePK:239419,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/DATASTATISTICS/0,,contentMDK:20421402~pagePK:64133150~piPK:64133175~theSitePK:239419,00.html
http://worldvaluesurvey.org/
http://margaux.grandvinum.se/SebTest/wvs/SebTest/wvs/articles/folder_published/article_base_110/files/WVSbrochure4.pdf
http://margaux.grandvinum.se/SebTest/wvs/SebTest/wvs/articles/folder_published/article_base_110/files/WVSbrochure4.pdf

Liljenvall & Dziewiecka, 2010

8 Appendices

Appendix |

Spatial distribution of the creative class in Denmark, Finland, Germany, Netherlands,
Norway, Sweden, Switzerland and United Kingdom in 2002.
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Appendix 2

Face-to-Face Interview Questions

Some researchers suggest that a price-based competition in the travel industry is the past in
the, and that an experience-based competition is the trend for the future? Do you agree?

Does customer’s wealth have an impact on how you compete for them? Do you have differ-
ent offering for customers on different budgets?

We would like to introduce you to the 4 realms of experience model: Some researchers sug-
gest that the customers look for a rich multidimensional experience when they go on holi-
days. The travel agencies have typically applied 2 passive realms of the experience: enter-
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tainment and esthetics. However, the researchers argue that two active experience realms
need to be applied in order to create a memorable experience for the customer. These are
educational and escapism. Do you agree, and have you tried to imply all of the 4 realms in
your offerings?

What do you think are your customers’ expectations from an ideal holidays break?

What do you think your customers value the most in the service you provide?

What are the biggest changes you’ve noticed with regards to the evolution of marketing strat-
egies in the tourism industry? Have you noticed an evolution of marketing from the features-
and-benefits approach to an experiential approach, especially with the changes in the recent
economic climate?

As a luxury travel agency, how do you differentiate yourselves from competition with your
marketing approaches?

Conventional tourism marketing tends to focus on confirming the intentions of tourists rather
than persuading to consume differently. How does the company satisfy the needs and the
wants of the customer while at the same time providing extra value to them and the compa-
ny?

What do you think are some challenges facing the luxury tourism industry in the next coming
years, and more specifically, for your company? How do you plan to tackle these chal-
lenges?

Swedes (as well as other Scandinavians) are unique to other markets as on a whole, they have
more leisure time; traveling to countries outside the continent is becoming more and more
common, across all age groups. How do you appeal to the different market segments? (i.e.
elderly/retired, young individuals, groups, families with children)

In the last few years there has been an increase of low-cost airlines and the tendency for
people to plan trips on their own. Has this affected your agency?
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Appendix 3

E-mailed distributed questionnaire

Some researchers suggest that a price-based competition in the travel industry is the past in
the, and that an experience-based competition is the trend for the future? Do you agree?

Do you think your customers’ expectations from an ideal holidays break have changed over
the last 10 years, and what do your customers value the most in the service you provide?

What are the biggest changes you’ve noticed with regards to the evolution of marketing strat-
egies in the tourism industry? Have you noticed an evolution of marketing from the features-
and-benefits approach to an experiential approach, especially with the changes in the recent
economic climate?

What do you think are some challenges facing the luxury tourism industry in the next coming
years, and more specifically, for your company? How do you plan to tackle these chal-
lenges?

Some researchers suggest that the customers look for a rich multidimensional experience
when they go on holidays. The travel agencies have typically applied 2 passive realms of the
experience: entertainment (“observing”, i.e. going to watch a local tribal dance) and esthetics
(“being” in a new destination, i.e. sunbathing at Miami Beach). However, the researchers ar-
gue that two active experience realms need to be applied in order to create a memorable expe-
rience for the customer and hence, to increase the customers’ loyalty. These are educational
(increasing knowledge and/or skills through events that actively engage the customer, i.e.
cooking class) and escapism (escapism activities are those which involve both active partici-
pation and immersion in the activities environment, i.e. white-water rafting). Do you agree,
and have you tried to imply all of the 4 realms in your offerings?
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