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Abstract

An extensive review of past benchmarking literature showed that there have been
a substantial number of both conceptual and empirical attempts to formulate a
benchmarking approach, particularly in the manufacturing industry. However,
there has been limited investigation and application of benchmarking in tourism
and particularly in tourist destinations. The aim of this research is to further
develop the concept of benchmarking for application within tourist destinations
and to evaluate its potential impact on destination performance.

A holistic model for destination benchmarking was developed using the three
main types of benchmark: internal, external and generic. Internal benchmarking
aimed at improving a destination's internal performance by evaluating quantitative
and qualitative measures. External benchmarking used tourist motivation,
satisfaction and expenditure scores to investigate how one destination may
perform better than another. Generic benchmarking aimed at evaluating and
improving a destination's performance using quality and eco-label standards.

This study developed four hypotheses to test the possible measures and methods
to be used in carrying out destination benchmarking research and investigate how
cross-cultural differences between tourists and between destinations might
influence its formulation and application. These hypotheses and the model were
tested utilising both primary and secondary data collection methods. The primary
data was collected from eight different groups of British and German tourists
visiting Mallorca and Turkey in the summer of 1998 (n=2,582). Findings were
analysed using content analysis and a series of statistical procedures such as chi-
square, mean difference (t-test), factor analysis and multiple regression. Personal
observations were also recorded. The secondary data included statistical figures
on tourism in Mallorca and Turkey.

This research provides a discussion of findings and their implications for
benchmarking theory and practitioners. The relevance of benchmarking to tourist
destinations was examined through the measurement of performance, types of
destination benchmarking and taking action. It is apparent that specific measures
could be developed for destinations. Both internal and external benchmarking
could be applied to benchmarking of destinations. However, in the case of
external benchmarking, this research indicated that each destination might have its
own regional differentiation and unique characteristics in some respects. Cross-
cultural differences between tourists from different countries also need to be
considered. Given these findings, it is possible to suggest that this research makes
a fresh and innovative contribution to the literature not only on tourism but also
on benchmarking. The contribution of this study's findings to knowledge exists in
the methods and techniques used to identify the factors influencing selected
destination performance variables and in the methods to be employed for
comparison between the two destinations. Caution should be used in generalising
the results to apply to other destinations.
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Chapter One

Introduction

1.0. Introduction

This study aims to focus on the development of a destination benchmarking meth-
odology and its testing using both quantitative and qualitative research techniques.
- The review of past benchmarking literature showed that there are a substantial
number of both conceptual and empirical éttempts to formulate a benchmarking
approach, particularly in the manufacturing industry. However, there has been
lirhited investigétion and application of benchmarking in tourism businesses and
particularly in tourist destinations. As an introduction to the study, this chapter
briefly discusses the development of the destination benchmarking concept and its
rationale along with setting the research aim and objectives and methodological

procedures. Brief information about each of the succeeding chapters is also given.

1.1. The Study

In recent years, tourism has become a highly competitive market. The develop-
ment of the tourism industry reflects the wider development of tourist destinations
which are becoming more important than individual businesses. A number of
factors contribute to this trend. Tourists are more familiar with the practicalities of
travel - booking their holidays, making the journey, learning other languages and
making return visits to a favourite resort. New destinations have emerged in the
international market, e.g. the Caribbean and the eastern Mediterranean. The media
and tour operators are having an increasing impact on the market. Tourists, sup-
pliers and intermediaries are all becoming more concerned about the environment.
Finally, the contribution of tourism to the local economy is significantly increas-

ing. As the expansion of holiday destinations around the world makes the compe-



tition more fierce, each destination could establish goals and objectives to attract
the type of tourists who are relevant to what it has to offer. To achieve this, prior-
ity might be given to identifying major tourist motivations and needs and whether
they are likely to return. An examination of how other destinations, particularly

competitors, perform is also the subject of this category of research.

The concepts of benchmarking and competitiveness are strongly related. Success
in the former brings success in the latter. Perhaps this is why benchmarking has
been increasingly applied by many individual and governmental organisations.
Benchmarking has become a significant tool for total quality improvement in
manufacturing and service industries. There are a number of benchmarking exam-
ples in the literature, but very few concerned with the tourism industry. A lot of
work has been carried out in relation to the measurement of destination perform-
ance through image and customer satisfaction measurement research, either com-
paratively or individually. Although the potential benefits of benchmarking in
tourism have bégun to be recognised by practitioners and authorities since this
research started, an extensive review of the literature has demonstrated that there
is still a clear gap in the benchmarking literature relating to tourist destinations.
Organisations such as the European Commission and regional tourist boards in
Britain have recently begun to carry out destination benchmarking research, par-
ticularly focusing on external benchmarking, which is applicable for practical

uses, rather than developing a research methodology.

Until very recently, efforts to apply benchmarking to tourism have been confined
to individual organisations such as hotels. These studies have several weaknesses
in terms of the use of research methods and choosing approaches. These weak-
nesses also exist in the general benchmarking literature. It has been observed in
such literature that there are far more conceptual papers with the emphasis on the
advantages or disadvantages of benchmarking and potential ways of using it than
empirical research focusing on methodological concerns such as how to generate
and assess data, to measure one's own performance and possible gaps compared to

others. The literature suggests several stages in a benchmarking study. The prior-



ity, however, should be on the proposition of a relevant and accurate methodology
to investigate how to measure performance gaps and who needs to be involved in

the study rather than listing the necessary practical procedures.

Such weaknesses of previous research into methodology have brought another
dimension to this study.' On starting this research project, the prime purpose was
to develop a specific destination benchmarking model by following the guidelines
of previous benchmarking literature. Then, it became apparent that the existing
benchmarking literature does not pay sufficient attention to the development of an
effective benchmarking model. The term 'benchmarking' has been used incorrectly
by both practitioners and academic researchers. There are many questionable re-
search projects into 'benchmarking'. Excluding quantitative measures, the previous
research lacks the proper investigation and the use of qualitative measures. For
example, there are limited applications in respect of statistical test assessment, the
consideration of cross-cultural differences between nationalities and differences
between demographic, economic and psychographic characteristics of individuals.
Very little research has been carried out on how one organisation can learn from
another and apply the lessons learned to its own organisation. This study therefore
attempts to fill this generic gap while at the same time applying the benchmarking

concept to tourist destinations.

This study considers two categories of benchmarking in terms of its micro and
macro applications: organisation benchmarking and destination benchmarking.
Organisation benchmarking deals with the performance evaluation of only a par-
ticular organisation and its departments. In contrast, destination benchmarking
draws a broader picture including all elements of one destination such as transport |
services, airport services, accommodation services, leisure and sport facilities,
hospitality and local attitudes, hygiene and cleanliness, and so on. Since the desti-
nation benchmarking had been neglected both from the practical and academic
perspective when this research was set up in the autumn of 1996, the focus was on
developing a specific benchmarking methodology which would be relevant in the

context of international tourist destinations. This study also proposes that bench-



marking could be used to enhance the performance level of different international
destinations by identifying their strengths and weaknesses firstly in comparison to
other similar destinations (external benchmarking) and secondly without such

comparison (internal benchmarking).

The literature suggests two main components of benchmarking studies: perform-
ance benchmarking (elements of quality and customer satisfaction and qualitative
measures) and process benchmarking (discrete work, processes and operating
systems). Performance benchmarking compares performance levels between or-
" ganisations on the basis of ranking (outcomes) whereas process benchmarking
seeks to investigate how others achieve their aims (drivers). In its preliminary re-
search aims and objectives, this study investigates the performance benchmarking
approach since this would make it easier to examine the reasons for the superiority
or deficiency in the performance indicators. A supplementary objective is to

achieve the process benchmarking.

In terms of the performance measurement of destinations, competitiveness could
be evaluated both quantitatively and qualitatively. Quantitative performance of a
destination could be measured by looking at such data as tourist arrivals and in-
come from tourism (hard data). There is also a need to take into account the rela-
tive qualitative aspects of destination competitiveness (soft data), as these ulti-
mately drive quantitative performance. Dimensions contributing to qualitative
competitiveness include those attributes or items which tourists most liked or
most disliked during their vacation. A further assumption here is that in arriving
at a positive or negative view, tourists compare these attributes in terms of their
experience of the same or other destinations. The elements of qualitative meas-
ures included in this study are tourist satisfaction, tourist comments, tourist moti-
vations and repeat tourists' opinions. The quantitative measures include the vol-
ume of tourist arrivals, volume of repeat tourists, volume of tourism receipts,
tourist expenditure based on sub-categories and length of stay. In terms of the

supply side, measures could be given from the analysis of quality grading and



eco-label systems, the number and the type of accommodation available, other

tourist attractions, and so on.

In general the benchmarking literature has focused on the development of external
benchmarking procedures. Thus, attention should also be paid to understanding
whether external benchmarking is the only solution or whether there could be any
other method for identifying performance gaps and accelerating continuous per-
formance improvement, e.g. internal and generic benchmarking. Internal bench-
marking refers to monitoring the performance objectives released by the tourism
authorities (tourism officers, destination managers and so on) during the planning
stage. Generic benchmarking looks at national or international standards in order
to find effective solutions for their particular problems by reviewing best prac-
tices. This research examines the possible applications of internal, external and
generic benchmarking methods to tourist destinations. Generic destination
benchmarking is discussed in terms of a conceptual approach as it is not empiri-
cally tested due to time constraints; but the remaining two methods will be tested

by the use of primary and secondary (statistical) data.

1.2. Aims and Objectives

In line with the context of the above discussion, the aim of this study has been de-

fined as follows:
to further develop the concept of benchmarking for application within
tourist destinations and to evaluate its potential impact on destination
performance.

The main objectives of this study are to:

1. evaluate approaches to benchmarking and their application within tourist des-

tinations



2. develop an initial benchmarking methodology for use within tourist destina-

tions

3. test the application of the benchmarking model in two international tourist

destinations

4. identify and appraise areas of strength and weakness within the two interna-
tional destinations and their implications for destination management and de-

velopment

5. evaluate the operation of the model, assess its utility and make necessary

modifications
6. make recommendations regarding future research in the area

7. make recommendations for further practical application of benchmarking in

tourist destinations.

1.3. Research Methodology

The positivist approach consists of inductive and deductive research methods
(Bryman 1988). In the former method, theory reflects the accumulated findings of
empirically established facts (moving from empirical findings towards theoretical
implications). In the latter method, empirical research is based on the existing
theories. Hypotheses are derived from theories and are then empirically tested.
Research findings are analysed to determine if they make a contribution to the
existing theories (moving from existing theories towards theoretical implications).
The following stages are suggested in designing a systematic line of methodology
research (Bryman 1988; Dann, Nash and Pearce 1988; Bryman and Cramer 1990).
The first stage is 'conceptualisation’, where research problems are identified. The
next is 'operationalisation’, which aims to undertake the task of setﬁng and testing

hypotheses. In order to establish more accurate and original research problems,



the first two stages require an extended review of previous relevant literature con-
tributions. The third stage, 'measurement’, employs any of the nominal, ordinal,
interval or ratio methods. This is followed By the stage of data collection by iden-
tifying the sample population and utilising quantitative and/or qualitative research
methods. The final stage, 'data analysis' presents the findings. The objective of the
last three stages is to seek causal connection between hypotheses and empirical
data and draw conclusions. Depending upon the results of this stage, hypotheses

are rejected or verified.

The literature in the field suggests that both methods could be used for various
purposes (Bryman 1988). Some questions can be answered by carrying out quan-
titative research as others can be examined by following the guidelines of qualita-
tive research.. Moreover, quantitative research aims to test existing theories as
qualitative research is associated with the generation or the development of theo-
ries. The latter is also used to assess the relevance of existing theories. This study
considers the use of quantitative and qualitative research methods in tandem
(combined approach). In other words, this study is an amalgam of quantitative
data, observational data and documentary evidence elaborated to contribute to the
existing benchmarking literature by testing several pre-determined research hy-

potheses (deductive research approach).

In line with these criteria, this study presents a five-step model building approach
to aid the researcher in applying destination benchmarking methodology. This ap-
proach provides a model for developing a destination benchmarking methodology
and interpreting and validating its findings. This initially focuses on a research
plan, starting with a conceptual model development by examining the previous
literature and its linkage with benchmarking tourist destinations (Stage I). As an
element of conceptual approach, the three types of benchmarking are introduced
into the field of tourist destinations and both qualitative and quantitative measures
are used to test them (Stage II). Selected performance measures of destination
benchmarking are tested by collecting both primary and secondary data (Stage
IIT). When the data has been analysed, the model is expected to be revisited and



revised, if necessary (Stage IV). Depending upon the limitations of the research,

recommendations for further research need to be addressed (Stage V).

The relevant literature particularly in relation to competitiveness, benchmarking,
customer satisfaction, research methodology, tourism and hospitality is reviewed.
The review identifies deficiencies in both benchmarking theory and practice. A
programme of primary and secondary research is also carried out to test the re-
search hypotheses. Three types of individual questionnaires are developed. The
first questionnaire is primarily intended to measure internal performance while the
next two questionnaires are designed to measure external performance. With lim-
ited exceptions, much of the past research using primary methods was undertaken
without evidence that respondents had actually been to the sample destinations. In
this study, sample populations are required to have direct experience in order to
respond accurately to all questions regarding their actual holiday experiences.
Sample populations selected for this study therefore represent those who had been
on holiday in the resorts of Mallorca and Turkey, as a part of two-way bench-

marking research; and in some other self-selected international destinations.

A single research instrument is needed which can be simultaneously answered by
both sample populations visiting Mallorca and Turkey. There was no particular
reason for selecting Mallorca and Turkey as sample destinations for this study,
except for the one that the researcher is familiar with both destinations which fa-
cilitated the collection and the interpretation of the primary and secondary data.
However, as the research progressed, the interpretation of the secondary data and
first-hand observations in Mallorca indicated that Mallorca and Turkey, as Medi-
terranean destinations, could be in the same competitiveness set as both offer
similar types of tourism products (summer tourism) and attract similar types of
customers, e.g. with a concentration in the British and German markets. It has also
been observed that Mallorca is a well-established destination and has been famil-
iar to international tourists longer than Turkey. Observing the lack of cross-
cultural comparisons as another deficiency of existing benchmarking literature,

this study includes these two markets as the sample population to incorporate the



problem of how to consider cross-cultural differences while establishing a bench-

marking model.

1.4. Brief Overview of Chapters

The published literature on benchmarking mainly concentrates on individual or-
ganisations operating in manufacturing industry. Its operationalisation in service
industry has only recently been addressed. There is too little empirical research
focusing on the development of a specific benchmarking methodology referring to
tourist destinations. Despite its limited application for tourism organisations and
destinations, a broad range of resources reflecting the characteristics of the terms
of benchmarking and destination management is utilised, drawing on previbus re-
search in many areas such as management, marketing, economics, planning and so

on. A brief resume¢ of each subsequent chapter is given below:

Chapter 2 concentrates on the first objective. Emphasising the importance of
benchmarking as a driving force towards competitive advantage by contributing to
the development and management of products and services, this chapter presents
an overview of several concepts relating to the concept of benchmarking including
the theory of organisation benchmarking, approaches to its definition, methods by
which it can be applied and its development in the tourism industry. This chapter

also discusses the potential weaknesses in the previous benchmarking literature.

Chapters 3, 4 and 5 refer to the second objective and discuss in detail the elements

of the proposed destination benchmarking model.

As a first step towards preparing and performing destination benchmarking re-
search and therefore indicating where and how to be competitive, Chapter 3 at-
tempts to discuss the possible scope of destination management, identify the main
reasons for establishing a destination benchmarking study, provide an overall
model for those wishing to exploit their performance levels and then analyse its

main components. The performance measurement theory has been briefly re-



viewed, along with its application to tourist destinations and the potential use of

internal, external and generic benchmarking.

‘Based upon the destination benchmarking model presented in Chapter 3, this
chapter aims to extend the context of information relating to the practice of inter-
nal and external benchmarking by presenting methods on what, how and whom to
benchmark. Emphasising the lack of benchmarking methodology specifically re-
lating to the measurement of the performance of international tourist destinations,
this chapter also seeks to develop various measures which will be relevant to the
concept of destination benchmarking. This chapter further examines the contents
and the practical applications of these measures from a wider perspective of inter-

nal and external benchmarking.

Introducing the existing quality grading and accommodation classification sys-
tems, as well as eco-labels, as a form of generic benchmarking for tourist destina-
tions, Chapter 5 aims to argue their importance in performance measurement and
improvement. It discusses how benchmarking, linked to external awards and
grades, can offer advantages and bring about improvements in competitiveness for
destinations. The chapter also provides recommendations on how to develop such
systems as generic benchmarking measures and their limitation, in accordance

with the measurement of overall destination performance.

In line with the third objective, Chapter 6 provides a discussion of the methodol-
ogy, research design and procedures employed in the investigation of internal and
external destination benchmarking research in accordance with the proposed
qualitative and quantitative measures by following a five-stage model building
model. The chapter begins with a brief overview of previous benchmarking and
destination competitiveness literature and establishes the research hypotheses.
Then, it moves on to the operationalisation of the destination benchmarking re-
search methodology. The chapter concludes by examining how all these findings

contribute to the related literature.

10



The fourth objective of this study is the focus of Chapters 7, 8 and 9.

Chapter 7 presents an analysis of empirical findings derived from three different
questionnaire surveys carried out amongst British and German tourists visiting
Mallorca and Turkey. The analysis of primary data is totally dependent on the
destination benchmarking criteria considered from the demand perspective and

developed in Chapter 4.

Chapter 8 attempts to illustrate the root causes of differences, if any, between two
destinations by using direct quotations from open-ended questions and reflections
from the researcher's first-hand observations based on nine major categories of
destination attributes. Some photographs taken by the researcher during the par-
ticipant observation are also taken into consideration as evidence of potential dif-
ferences between destinations. The results are expected to be useful for checking
the validity of the questionnaire surveys and judging the possible implementation

of findings in external benchmarking.

Chapter 9 is devoted to the analysis of secondary statistical information about
Mallorca and Turkey for testing the pre-identified quantitative measures of desti-
nation benchmarking. The discussion is based upon the procedures of both catego-
ries of the proposed internal and external benchmarking. Internal benchmarking is
carried out by gauging the historical data within the destination itself. The method
followed while performing external benchmarking is the examination of similari-
ties or differences between the two sample destinations in terms of the measures

given.

Focusing on the fifth objective of this study, Chapter 10 sets out a discussion of
research findings in respect of both theoretical and practical implications. It is
based upon data gathered from primary and secondary data collection methods
and analysed in the previous chapters. The chapter starts with a discussion of

testing the four sets of hypotheses. Contributions to the benchmarking literature

11



are then explicitly pointed out. Practical implications are discussed in the final

section of the chapter.

As the focus of objectives 6 and 7, the final chapter, Chapter 11, summarises and
reviews the main arguments of the study and considers some of the potential con-
tributions and implications of the research findings and their limitations on the
basis of theory and methodology. A list of recommendations for future research

and practitioners is also given.

1.5. Summary

Introducing destination benchmarking as a new concept in benchmarking and
tourism literature, this study regards it as a tool to obtain competitive advantage
by assisting destination management to monitor the performance of its tourism
products and services compared to that of previous years and other foreign desti-
nations and to review its positioning strategies. The assessment of qualitative and
quantitative measures from the destination benchmarking perspective takes it to a
further stage. The rationale of this study is the examination of similarities or dif-
ferences between tourists from two different countries visiting the same destina-
tion as well as those in policies, management and practices between destinations

in different countries.

12



- Chapter Two

Overview of Benchmarking Theory

2.0. Introduction

Before moving into evaluating the relevance of the benchmarking theory to inter-
national tourist destinations, and their development and management, a brief intro-
duction to the general theory of benchmarking needs to be provided. This chapter
therefore aims to review the concept of benchmarking and methods by which it can
be applied. In this context, several approaches to the definition of benchmarking
and its development are presented. The perceived benefits and costs of bench-
marking and the process of its implementation are examined. Methods used to
identify gaps are examined on the basis of qualitative and quantitative research.
Several weaknesses of past benchmarking research are addressed. Finally, the de-
velopment of benchmarking within the tourism industry is analysed together with

some examples.

2.1. Overview of Benchmarking Theory

The benchmarking theory is simply built upon on performance comparison, gap
identification and change management process (Watson 1993). A review of bench-
marking literature shows that many of the benchmarking methodologies perform
the same functions as performance gap analysis (e.g. Camp 1989; Watson 1993;
Karlof and Ostblom 1993). The rule is firstly to identify performance gaps with re-
spect to production and consumption within the organisation and then to develop
methods to close them. The gap between internal and external practices reveals
what changes, if any, are necessary. This feature differentiates the benchmarking

theory from comparison research and competitive analysis. Some researchers make

13



the mistake of believing that every comparison survey is a form of benchmarking
(e.g. Zhao, Maheshwari and Zhand 1995). Competitive analysis looks at product
or service comparisons, but benchmarking goes beyond just comparison and looks
at the assessment of operating and management skills producing these products
and services. The other difference is that competitive analysis only looks at char-
acteristics of those in the same geographic area of competition whilst benchmark-
ing seeks to find the best practices regardless of location (Walleck, O'Halloran and
Leader 1991).

2.1.1. Definitions

As a quality management and improvement theory, benchmarking basically stems
from Deming's quality management theory which aims to enhance quality and
check its sustainability by following several stages in order. Despite this, bench-
marking has been given many different definitions by different organisations and
authors even though each aims to reach the same conclusion. The Webster Dic-
tionary defined benchmarking as 'a standard (italics added) by which something
can be measured or judged' (Camp 1989: 248). The three principles of bench-
marking are maintaining quality, customer satisfaction and continuous improve-
ment (Watson 1993). On a similar note, the most widely accepted and referenced
text on the subject of benchmarking is the definition by Xerox and Robert C. Camp
at the end of the 1980s which is 'the continuous process of measuring our prod-
ucts, services and practices against the toughest competitors or those companies
recognised as industry leaders' (Camp 1989). Benchmarking has been defined by
Camp (1989) simply as 'the search for industry best practice that leads to superior
performance.' In other words, benchmarking is a process of finding what best

practices are and then proposing what performance should be in the future.
The American Productivity and Quality Centre (APQC 1999) has contributed to

the definition of benchmarking by stating that it is 'the process of continuously

comparing and measuring an organisation against business leaders anywhere in the
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world to gain information which will help the organisation take action to improve
its performance'. Similarly, Vaziri (1992) states that benchmarking is a continuous
process comparing an organisation’s performance against that of the best in the
industry considering crifical consumer needs and determining what should be im-
proved. Watson (1993) defines benchmarking in terms of its continuity feature re-
ferring to the continuous input of new information to an organisation. Geber
(1990: 36) focused on the significance of looking at best practices in his definition
of benchmarking as follows: ‘a process of finding the world-class examples of a
product, service or operational system and then adjusting your products, services

or systems to meet or beat those standards’.

The words in italic are especially significant in these definitions as benchmarking
studies are perishable and time-sensitive. What is a standard of excellence today
may be the expected performance of tomorrow. Improvement is a continuous pro-
cess and benchmarking should be considered as a part of that process. As a result,
though different authors have defined benchmarking in different ways, as is in
demonstrated in Table 2.1, all these definitions have a common theme namely: the
continuous measurement and improvement of an organisation’s performance
against the best in the industry to obtain information about new working methods

or practices in other organisations.

Table 2.1. Approaches to Definitions of Benchmarking

Authors Features of Benchmarking
Ongoing Against Performance Gaining new
process the best improvement information
Camp 1989 X X X
Geber 1990 X X
Vaziri 1992 X X X
Balm 1992 X X X X
Spendolini 1992 X X X
McNair and Leibfried 1992 X X
Codling 1992 X X X
Watson 1993 X X
Cook 1995 X X
Cortada 1995 X X
Watson 1997 X X X
APQC 1999 X X X

Source: Own elaboration derived from the related literature review.
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As Watson (1993) has already stated, it should be ‘a process of adaptation, not
adoption’. It is not just a question of éopying what others are doing, the power in
benchmarking comes from sharing ideas. Considering benchmarking as a process
of learning from the best practices and experiences of others, some authors have
used the term benchlearning (e.g. Karlof and Ostblom 1994). Benchmarking is not
different from the principle of learning from others' better or worse experiences,

but it puts the learning experience into a structured framework.

The benchmarking approach is considered as a significant tool of quality improve-
ment in organisations within the context of TQM (Karlof and Ostblom 1993;
Kleiner 1994; Hutton and Zairi 1995). A link between benchmarking and TQM has
already been established since both are regarded as a commitment to the continu-
‘ous improvement of customer satisfaction (Codling 1992; Balm 1992; Zairi 1992,
1996; Barsky 1996). Given this, a number of examples can be given from the prac-
tical applications of a TQM and benchmarking relationship. International busi-
nesses such as AT&T, Alcoa (Zairi 1996) and Rover Group (Bendell ef al. 1993)
benchmarked themselves against others by initially adopting a TQM programme
within their organisations. Research findings indicate that the majority of leading
US businesses undertake benchmarking and link it to their TQM efforts (Balm
1992). The implementation of TQM is also a factor in applying for and winning the
Baldrige Award, e.g. Motorola and Xerox (Nadkarni 1995).

2.1.2. Background

It is believed that Japanese businesses began benchmarking studies in the 1950s by
visiting their western counterparts in order to transfer their technology and busi-
ness practices to themselves (Bendell, Boulter and Kelly 1993). With reference to
the chronological order presented by Cook (1995) for the systematic development
of benchmarking, benchmarking was first applied during the 1950s to measure
business performance in terms of cost/sales and investment ratios. This stimulated

businesses to identify their own strengths and weaknesses by comparing with those
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of their counterparts within the industry. However, it was unable to provide alter-

natives as to how further performance improvements could be achieved.

In the 1960s and 1970s, the growth of computer technology increased the applica-
tion of benchmarking. In the US in the 1980s, benchmarking became a recognised
tool in the development of continuous improvement. The other reason for the
spreading use of benchmarking in the US at that time was the Malcdlm Baldrige
Quality Award. It spread into the UK in the late 1980s. Benchmarking, as a man-
agement tool, gained a momentum in 1979 when Xerox decided to observe what
its competitors were doing. Before 1979, benchmarking was understood as a com-
parison of various elements of a business to its previous year’s performance.
Measures were mostly felated to economic indicators such as profits, sales volume
and expenses (Swift, Gallwey and Swift 1995). Businesses would use traditional
methods to compare themselves to each other. Site visits, the first method, referred
to visiting another business to observe what was being done and collecting new
ideas that could be adapted. Reverse engineering, the second method, involved the
comparison of products. Businesses would buy other businesses’ products to ana-
lyse how they were made and what kinds of ingredients were used. Competitive

analysis, the last one, examined strategies and tactics employed by the competition.

The quantity of benchmarking literature has increased tremendously since 1989
when the first textbook published by Camp appeared. Since then, benchmarking
has exploded into other major industries such as telecommunication, health, auto-
motive, transport, medicine, tourism and disciplines such as education. It has been
widely used in the manufacturing industry, particularly by the US and the Japanese
businesses, e.g. nearly half of the Fortune 500 businesses conduct benchmarking
(Cortada 1995). It has been reported that most of the US businesses believe that
the amount of benchmarking in their field has increased (Bendell ez al. 1993). They
also believe that businesses must benchmark themselves to stay in the market
(Balm 1992). Benchmarking is now recognised internationally as a quality im-

provement tool (Hutton and Zairi 1995). Benchmarking examples in the interna-
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tional arena have also been recorded (Ohinata 1994; Roberts 1995). For example,
some US, Japanese and European manufacturing and service businesses have con-

ducted benchmarking studies against each other.

2.1.3. Types of Benchmarking

Although several classifications of benchmarking are recorded in the relevant lit-
erature, the main categorisations are internal, competitive, functional and generic
benchmarking (Camp 1989; Zairi 1992). The benchmarking literature can be
mainly separated into two parts, internal and external benchmarking. In this con-
text, competitive, functional and generic benchmarking will be classed under exter-
nal benchmarking. As will be seen, the process is essentially the same for each
category. The main differencés are what is to be benchmarked and with whom it

will be benchmarked.

Internal benchmarking covers two-way communication and sharing opinions be-
tween departments within the same organisation or between organisations operat-
ing as part of a chain in different countries (Cross and Leonard 1994; Breiter and
Kliner 1995). Franchising contracts can also be considered to be within the catego-
risation of internal benchmarking. Once any part of an organisation has a better
performance indicator, others can learn how this was achieved. Findings of internal
benchmarking can then be used as a baseline for extending benchmarking to in-
clude external organisations (McNair and Leibfried 1992; Karlof and Ostblom
1993; Weller 1996). Among advantages to internal benchmarking are the ability to
deal with partners who share a common language, culture and systems and having
easy access to data (Cook 1995). Therefore, the outcomes of an internal bench-
marking can be presented quickly. However, it is claimed that this type of bench-
marking study is time consuming since competitors could be busy with increasing
their market share while the sample organisation is busy measuring its internal

performance (Cook 1995).
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Competitive benchmarking refers to a comparison with direct competitors only.
This is accepted as the most sensitive type of benchmarking as it is very difficult to
achieve a healthy collaboration and co-operation with direct competitors and reach
primary sources of information. As a result, this type of benchmarking is believed

to be more rational for larger businesses than smaller ones (Cook 1995).

Functional benchmarking refers to comparative research not only against com-
petitors but also of those who are not in direct competition, but operating in similar
fields and performing similar activities (Karlof and Ostblom 1993). For instance,
British Rail Network South East employed a benchmarking process to improve the
standard of cleanliness on trains. British Airways was selected as a partner because
a team of 11 people cleans a 250-seat Jumbo aircraft in only nine minutes. After
the benchmarking exercise, a team of 10 people were able to clean a 660-seat train
in eight minutes (Cook 1995). This type of benchmarking is also defined as non-
competitive benchmarking (Cook 1995).

Generic benchmarking attempts to seek world-class excellence by comparing busi-
ness performance not only against competitors but also against the best businesses
operating in similar fields and performing similar activities or having similar prob-
lems but in a different industry (Davies 1990; Breiter and Kliner 1995). This means
that a hotel organisation’s accounting department would look at the accounting
department of a manufacturing organisation that has been identified as having the
fastest operations. For example, Rover, a car manufacturing company, bench-
marked itself not only with Honda, another car manufacturing company, but also
with IBM and British Airways (Cook 1995). It is believed to be easier to obtain
data in such arrangements as best-in-class organisations are more likely to share
their experiences. However, generic benchmarking can take a long time to com-
plete and research outcomes may need a lot of modification in order for organisa-
tions to set their own standards. These are disadvantages for the benchmarker

(Cook 1995).
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Andersen (1995) introduces a further type of external benchmarking called ‘rela-
tionship benchmarking’ which refers to benchmarking against an organisation with
whom the benchmarker already had a relationship in advance of a benchmarking
agreement. This method may potentially provide some benefits to organisations
since less time is required and the trust established between the two parties will
help break down confidentiality barriers. Cox, Mann and Samson (1997) call this as
'collaborative benchmarking'. Introducing 'collaborative benchmarking' as an alter-
native option to 'competitive benchmarking', they suggest that the purpose should
be to study what collaborative organisations can gain from benchmarking together

rather than focusing on the benefits only a single organisation will gain.

2.1.4. Analysis of Benchmarking Model

Although benchmarking theory has been derived from Deming's four stages: plan,
do, check and act, numerous benchmarking process models have been proposed by
researchers both in industry and academia. About forty different models have been
identified originating from individual organisations, consulting agencies and indi-
vidual researchers. The number of phases and process steps in these models is vari-
able. While some specify five phases consisting of a total of fourteen steps (e.g.
Camp 1989; Karlof and Ostblom 1993), some have just four phases with the same
number of steps (e.g. Watson 1993). Having reviewed all the major models, the
following steps can be outlined as the main categorisation: Planning, data collec-
tion, analysis, action, and review. As widely mentioned in the literature (Camp
1989; Vaziri 1992; Spendolini 1992; Watson 1993), the benchmarking process
should begin in the host organisation in order to be able to specify areas which
need to be measured. Further steps are collecting data, examining gaps between
partners to identify strengths and weaknesses, taking action and reviewing the fu-
ture performance level of the host organisation. The review stage helps the organi-

sation understand whether the process has achieved its objectives.
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In reference to the statement given above, the traditional benchmarking approach
refers to the notion that there must be a gap between the host and the partner. The
gap analysis model considers the differences between performance levels of busi-
nesses. The standard is to be set considering the highest value as the best practice.
When the score is greater than zero, it is a strength for business A and a weakness
for business B. This is regarded as a positive gap. On the other side, when the
score is less than zero, this means that the specific attribute performs better in
business B (strength) than business A (weakness). This is regarded as a negative
gap. A large negative gap could be an indicator which means that radical change is
required (McNair and Leibfried 1992). Depending upon these results, final decision

on whether benchmarking research needs to be carried out is made.

Based on a gap analysis, Watson (1993) proposes a benchmarking model where
the host organisation initially has a negative gap compared to the partner. As a re-
sult of the scheduled managed change, the gap is expected to become positive.
This model has several weaknesses. A performance gap can not only be negative or
positive but also be neutral indicating no identifiable difference in between com-
pared attributes (Karlof and Ostblom 1994). The partners can go further than the
estimated or projected future performance or since the business environment is so
dynamic an organisation may be affected by changes in internal or external factors.
The gap exists as a result of differences in performance. Only past and present gaps
can be known or measured. In the early stages of benchmarking, most gaps are
supposed to be negative. When progress is recorded, the gap begins to decrease.
Targeted future performance must be greater than the partner’s. However, partners
are more likely to increase their performance levels even without benchmarking as
they gain greater industry experience and infrastructure (Codling 1992). Hence, the
benchmarker needs to record a significant improvement initially towards their tar-

gets and then to close the gap.

As an attempt to represent gap analysis graphically, the matrix chart (M?, Spider
Charts or Radar Charts) was developed by Madigan (1993). Although it seems to
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be visually similar to standard gap analysis representation, the main difference is in
the ability to calculate the benchmark value. In the matrix chart all collected nu-
merical data are brought together to select the best value as a sample. Each nu-
merical value is divided by the best value. If the score is closer to the value '1.0'
this means that this attribute is closer to the centre of the chart and performs better.
If the score is much closer to the value '0.0', this means that this attribute is far
from the centre and needs to be benchmarked (Madigan 1993). In short, this chart
allows users to visualise where they are doing well and where they have opportu-
nity to improve, especially when there are more than two businesses to be com-
pared. The weakness of this method is that it assumes that customers of two or-
ganisations have the same characteristics or are homogeneous. A modified version
of the matrix chart, called ‘profile accumulation method’, has been applied to point °
out the benchmark elements of small hotel businesses and results obtained (Johns,

Graves and Ingram 1996).

Like the matrix chart, the spider chart is also a method used to represeht graphi-
cally the performance of an organisation for specific attributes in comparison to
partner(s) (Balm 1992). The achieved performance measurement data is repre-
sented by current performance (baseline), the performance of partner(s) by the best
practice (benchmark) and the level of performance a customer expects for total
satisfaction. The latter can be represented, for example, by 'seven' out of a seven-
poiht scale. The centre of the chart represents the lowest performance score of two
sample organisations. Though benchmarking between a host and a partner can help
close the gap between current performance and best practice, this method fails to
explain what it offers to close the gap between current performance and total cus-

tomer satisfaction unless a perfect sample or practice is found.

2.1.5. The Organisation of a Benchmarking Exercise

Benchmarking literature demonstrates that there are two main approaches to car-

rying out benchmarking. It can be self administered or conducted by a third party
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or research group. In a self-administered benchmarking approach, businesses
benchmark their performance levels against others and learn about the best prac-
tices for their operations, e.g. competitive benchmarking. In a third-party bench-
marking approach, research groups and national and international benchmarking
organisations (or consultants) such as the European Foundation for Quality Man-
agement (EFQM), the Confederation of British Industry (CBI), UK Department of
Trade Industry (DTI) and Benchmarking Clearinghouse measure the performance

of a business individually or of an industry as a whole.

Selected businesses are included in the process and the best and worst performance
indicators are ranked respectively. On the basis of these results, experts or organi-
sations present their recommendations and action plans. A few organisations such
as the US Benchmarking Clearinghouse and the UK Department of Trade and In-
dustry have launched a network for organisations who want to compare their per-
formance levels (on the basis of different indicators) against that of similar organi-
sations. Clearinghouse services include networking, information, partner identifi-
cation, training and databases of past research. Small businesses may also need the
support of consultancy organisations who are experts in benchmarking. Research-
based benchmarking studies in academia, like this present research, can also be

considered within the category of third party benchmarking methodology.

This type of classification may also illustrate the boundaries of time when a bench-
marking research project is conducted. When benchmarking projects are done by
third party professional organisations, the benchmarking research will be defined as
a singular activity, start with a specific date and have a specific completion date. As
far as a self-administered benchmarking is concerned, businesses do not have to
limit themselves to particular time periods. They can self-administer benchmarking
projects as a continuous activity in order to keep up-to-date with developments in
relevant areas (Spendolini 1992). Research findings show that some US businesses

are repeating benchmarking studies every two to five years (Bendell ez al. 1993).
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2.1.6. Criticism of Benchmarking

A benchmarking method consists of two parties: benchmarker and benchmarkee.
The former is the organisation carrying out a benchmarking procedure whereas the
latter refers to the organisation being benchmarked. By reviewing a more extensive
selection of literature (e.g. Camp 1989; Zairi 1992; Smith, Ritter and Tuggle 1993;
Rogers, Daugherty and Stank 1995), it seems obvious that benchmarking:

¢ helps organisations understand where they have strengths and weaknesses de-

pending upon changes in supply, demand and market conditions.

¢ helps better satisfy the customer’s needs for quality, cost, product and service

by establishing new standards and goals.

¢ motivates employees to reach new standards and to be keen on new develop-

ments within the related area and improves the motivation of employees.

¢ allows organisations to realise what level(s) of performance is really possible by

looking at others and how much improvement can be achieved.

¢ documents reasons as to why these differences exist.

¢ helps organisations improve their competitive advantage by stimulating con-
tinuous improvement in order to maintain world-class performance and in-

crease competitive standards.

¢ is a cost-effective and time-efficient way of establishing a pool of innovative

ideas from which the most applicable practical examples can be utilised.

Despite these benefits, time constraints, competitive barriers, cost, lack of both

management commitment and professional human resources, resistance to change,
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poor planning and short-term expectations are regarded as the main problems af-
fecting successful benchmarking research (Bendell ef al. 1993). A poorly executed
benchmarking exercise will result in a waste of financial and human resources as
well as time. Ineffectively executed benchmarking projects may have tarnished an
organisation's image (Elmuti énd Kathawala 1998). Moreover, there is no single
‘best practice’ because it varies from one person to another and every organisation
differs in terms of mission, culture, environment and technological tools available
(http://www.apqc.org). Thus, there are risks involved in benchmarking others and
in adopting new standards into the own organisation. The ‘best practice’ should be
perceived or accepted to be amongst those practices producing superior outcomes
and being judged as good examples within the area. Finally, benchmarking findings
may remove the heterogeneity of an industry since standards will themselves be-
come globally standardised and attempts to produce differentiation may fail (Cox
and Thompson 1998). For these reasons, Campbell (1999) suggests that organisa-
tions should spend little time on benchmarking, instead focusing on their own plan-

ning procedures with regard to their own needs.

2.2. Overview of Performance Measurement Theory

The traditional approach regards benchmarking as a tool to discover or adopt in-
novative ideas. Nevertheless, these ideas are not completely original and already
exist in other organisations or destinations. It is important to consider benchmark-
ing as a way to achieve innovation through external information practices. In this
respect, different methods for measurement will appear as a significant comple-
mentary tool to evaluate one's own and others' performance levels and reach ob-
jectives. Camp (1989: 42) points out that the reason for undertaking benchmarking
research is 'to develop a standard or measure against which to compare'. The main
idea of benchmarking or continuous improvement is that if something cannot be
measured it cannot be managed, either (Zairi 1996; Goh and Richards 1997). Thus,

as long as benchmarking seeks to identify gaps as a preliminary stage in the proc-
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ess, performance measurement based on feedback from customers about the out-
come obtained will be necessary because their opinion is the ultimate test, rather
than what organisations think or assume. In addition, performance measurement
will help to investigate how resources are used in a productive, effective and effi-
cient manner (Karlof and Ostblom 1993). Undertaking benchmarking will confirm
the extent to which the organisation's performance results are valid and competi-

tive.

Both benchmarking and methodology literature suggest two categories of per-
formance measures as 'qualitative' and 'quantitative'. In addition, combining both
measures, the balanced score card forms the third method. Each measure is briefly

explained in this section, but will be examined in more detail in Chapter S.

2.2.1. Short Review of Quantitative Measures

To consider any value or measure as quantitative, it must be capable of being de-
noted in a numerical form which falls within a uniform mathematical scale. Exam-
ples of performance measures in quantitative terms are financial indicators such as
revenues, costs, profitability, number of production and consumption units and so
on. These measures are also accepted as outputs (Walleck ez al. 1991). It is argued
that most benchmarking researchers prefer using quantitative rather than qualita-
tive measures due to the ease of measurement and the simplicity of identifying gaps
(Holloway, Francis, Hinton and Mayle 1998). Nevertheless, such measures do not
give any insight into why the sampled areas perform well or poorly, they only pro-

duce values in absolute numbers.

2.2.2. Short Review of Qualitative Measures

Qualitative measures (inputs) indicate the performance of an organisation in rela-

tion to its operating practices based on perceptual evaluation by assigning a nu-
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merical value to each perceptual degree (Walleck et al. 1991). To quantify con-
tinuous improvement, it is necessary to transform qualitative data into the quanti-
tative form of soft numbers (Wetzel and Maul 1996). Such measures as quality and
customer satisfaction differ from quantitative measures such as productivity and
finance. These types of measures are often used by undertaking research with
Likert type scales and percentage values to obtain feedback from customers or
suppliers. The earlier cases of benchmarking were applied to measure particularly
the quantitative performance and improve it, e.g. efforts to decrease costs at
Xerox. Then, qualitative measures have begun to appear as a recognition of cus-
tomer-driven quality measurement as quality has become more crucial than quan-
tity for both customers and service providers (Zairi 1996). For instance, results in-
dicate that reasons for improving customer satisfaction, as a qualitative measure,

are to improve business performance and increase customer loyalty (Zairi 1996).

2.2.3. Short Review of Balanced Scorecard

As a performance measurement method, the balanced scorecard presents an overall
performance analysis of organisations by using the combination of both quantita-
tive and qualitative measures. It helps organisations look and move forward, be-
come market-oriented and look at their performance levels through different per-
spectives, namely as customer, internal, innovation and learning, financial perspec-
tives (Kaplan and Norton 1992). It has been mentioned that the balanced scorecard
is useful for organisations to become market-oriented, improve quality, shorten the
response time, emphasise teamwork, reduce new product development times and

manage long-term practices (Kaplan and Norton 1992).

How a business is performing from its customers’ perspective has become a vital
element in both the manufacturing and service industries. In other words, the image
of a business is shaped by customer perceptions of all products and services offered
within the business. Customers are likely to be concerned more about time, quality,

service and cost. Customer surveys or comment cards can be extensively used to
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obtain feedback from customers. The feedback can be helpful for deciding those

features which are of great importance to both customers and businesses.

Upon completing customer-based measures, processes, decisions and actions
should be established within the business. These internal operations will enable
managers to focus on critical or vital elements or operations to satisfy customer
needs and reduce customer complaints. Cost, productivity and quality have re-
cently become major issues in hospitality businesses. Among methods to be used
are meetings and training courses. The main purpose of innovation and learning
through taking different perspectives is to sustain the performance level of the
business with respect to customer satisfaction and internal business processes.
Measures can be regarded as the level of sales, the level of customef satisfaction or
the level of repeat business. The financial perspective examines the profitability,
sales growth and cash flow of the business, all of which are measures of quantita-

tive performance.

Though the balanced scorecard has been criticised as being a kind of management
system, as opposed to just a measurement system, it has been used particularly in
the manufacturing industry (Kaplan and Norton 1993). It has been claimed that the
difference between benchmarking and the balanced scorecard system is that the
former can be used for process measurement and the latter only for the measure-
ment of outputs (Kaplan 1993). Despite this, benchmarking exercises have recently
started to consider outputs such as customer satisfaction and repeat business as
well as net profits. This shows that both methods are vital to the measurement pro-
cess. The results of a balanced scorecard system could be helpful for deciding on
or conducting a benchmarking study. Using balanced scorecards, a report on the
performance of any business could be easily prepared and a partner who has similar
reports be chosen. The comparison of these reports may help both businesses be
aware of their strengths and weaknesses and they might need a far shorter time for

benchmarking.
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2.3. Overview of Past Benchmarking Research

Benchmarking has traditionally involved inter-organisation comparison. This al-
lows the development of improved levels of performance through exposure to the
ideas and practices of those organisations acknowledged to have high levels of ex-
pertise. As competitiveness forces businesses to improve productivity and quality,
many have begun to look externally for new ideas rather than spend time re-
inventing the same practices within the organisation. Benchmarking, thinking and
looking out of the box, has been adopted to a variety of national and international
businesses in order to improve their performance levels, e.g. car production (e.g.
Cook 1995), food and drink production (e.g. Mann, Adebanjo and Kehoe 1998a,
1998b), and service industries such as health care (e.g. Watson 1993), public serv-
ices (e.g. Bendell ef al. 1993), education (e.g. Weller 1996; Tang and Zairi 1998a,
1998b), mail delivery (e.g. Toime 1997), transportation (e.g. Zairi 1998), water
supply (e.g. Love, Bunery, Smith and Dale 1998), travel (e.g. Morey and Dittman
1995) and hotels (e.g. CBI 1995)

However, to date, there have been far more conceptual papers on why bench-
marking is important and how to operationalise it than empirical research focusing
on methodological issues such as how to measure performance gaps. As indicated
in Table 4.2, an overwhelming majority of researchers preferred establishing an
empirical study based upon the supply side but avoiding the demand side. There
are several weaknesses to be addressed in the past studies of benchmarking. While
this table is not a complete list of the research in the field, it is indicative of the fact
that there is diversity in respect of sampling choice, types of benchmarking, use of
quantitative or qualitative measures, considering cross-cultural differences and use

of statistical tools. These are explained in detail below.
1. There is a growing body of research assuming that benchmarking is solely a

comparison activity (Breiter and Kliner 1995; Zhao ez al. 1995; Min and Min
1997, Boger, Lai and Lin 1999; Meyer ef al. 1999). Comparison is only one
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stage of benchmarking (performance gap analysis), there are other stages which
may be more significant such as taking action and reviewing outcomes in order

to improve performance.

. Little has been done with regard to the empirical assessment of customer sat-
isfaction as a performance assessment and improvement tool although bench-
marking literature has highlighted its significance in benchmarking (e.g. Johns,
Lee-Ross, Moris and Ingram 1996; Min and Min 1997; Thomason, Colling and
Wyatt 1999a). The majority of the proposed benchmarking studies have fo-
cused upon the investigation of the establishment of best performance practices
and areas from the supply side by using qualitative or quantitative measures of
one organisation and their comparison to another (e.g. Bell and Morey 1994,

Edgett and Snow 1996; Mann ef al. 1999a, 1999b; Zairi 1998).

. There has been a very limited use and variety of statistical tools to test the sig-
nificance level of results yielded from the comparison of qualitative measures
such as mean scores (e.g. Bell and Morey 1995; Johns et al. 1995; Min and
Min 1997; Goh and Richards 1997). Statistical tests are able to reveal the mag-
nitude of proposed gaps. When needed, performing the relevant statistical pro-
cedures confirms the extent to which the survey outcomes are reliable, valid

and meaningful for drawing conclusions.

. Benchmarking studies ensure that customers visiting different organisations are
homogeneous in terms of their socio-demographic and socio-economic char-
acteristics as well as in terms of motivations, purchasing behaviour and loyalty.
In other words, one customer group shopping from one organisation may not
be in the same category as another shopping from a different organisation. This
argument has been underestimated within the benchmarking literature (Euro-
pean Commission 1996; Thomason ef al. 1999a, 1999b). Given an example
from a destination benchmarking study, it is not reasonable to expect that
tourists visiting Italy are as homogeneous as those visiting Greece or that both

destinations attract similar markets.
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5. A considerable amount of research has been carried out dealing with the appli-
cation of external benchmarking comparing one organisation’s or destination's
performance to that of others (e.g. Morey and Dittmann 1995; Min and Min
1997; Goh and Richards 1997; Thomason ef al. 1999b). Little research allo-
cated efforts to perform or develop methodologies for internal or generic
benchmarking studies. Some of those who studied internal benchmarking com-
pared findings to those of previous years (e.g. Zairi 1998; Thomason et al.
1999a). Of those who followed generic benchmarking guidelines some at-
tempted to introduce some international quality systems and try to explore the
extent to which sample organisations conform to these guidelines or standards
(e.g. Mann ef al. 1999a, 1999b). Some others attempted to establish best prac-
tices within the industry based on performance scores marked by both the con-
sultants and customers (Department of National Heritage 1996). Despite this,
both internal and generic types of benchmarking seem worthy of further inves-

tigation.

6. As shown in Table 2.2, previous studies did not pay much attention to the con-
sideration of cross-cultural differences either between organisations or between
customer groups. The possible existence of such differences in organisation
culture or national culture or in customer groups from different cultural back-
grounds could possibly impact upon the transferability of findings and the suc-
cess of their implementation into the host organisation. Marketing literature
confirmed the existence of cross-cultural differences in attitude and perceptions
between customers from different countries (e.g. Richardson and Crompton
1988; Luk et al. 1993; Huang, Huang and Wu 1996; Armstrong ef al. 1997).

This requires serious consideration in the future benchmarking research.

2.4. Evaluating Benchmarking Studies in Tourism

Small and large businesses in the manufacturing industry are implementing bench-

marking in an attempt to become one of the best in the industry. This could be one
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indication as to why tourism businesses and tourist destinations need to use this
technique with respect to the service quality they deliver and customer satisfaction
they achieve. Although benchmarking has become established into the culture of
both the manufacturing and service industries, only a small amount of benchmark-
ing research has been carried out amongst hospitality businesses in order to analyse
the competitive position of such businesses by considering the strengths and weak-
nesses of operations. Some of these studies specifically focused only on individual
businesses (e.g. Barksy 1996; Codling 1992; Cheshire 1997) whereas others fo-
cused on the hospitality industry overall (e.g. CBI 1995; DNH 1996).

The few examples of benchmarking from within the tourism industry are those in-
volving hotels (Codling 1992; Canon and Kent 1994; Breiter and Kliner 1995; CBI
1995; Morey and Dittmann 1995; Barsky 1996; DNH 1996; Struebing 1996; Johns
et al. 1996; Johns, Lee-Ross and Ingram 1997; Min and Min 1997; Phillips and
Appiah-Adu 1998). The benchmarking approach was further used in visitor attrac-
tions. HMS Victory was benchmarked with other well-known organisations such
as the Tower of London and Dover Castle (Cheshire 1997). The majority of these
studies focused on the assessment of customer satisfaction as a qualitative measure
of performance in identifying strengths and weaknesses of businesses (Barsky
1992; Morey and Dittmann 1995; DNH 1996; Johns et al. 1996, 1997; Min and
Min 1997). There are also several examples of research on the supply side using
quantitative measures such as occupancy rates, cost, revenues and capital invest-
ment (Breiter and Kliner 1995; CBI 1995; Morey and Dittmann 1995). Some hotel
chains (e.g. Ritz Carlton) not only benchmark other businesses but are also
benchmarked themselves by other service or manufacturing businesses (Canon and

Kent 1994; Struebing 1996).

The most recent benchmarking study concerns tourist destinations. Several organi-
sations have recently directed their attention towards carrying out destination
benchmarking research which is applicable primarily for practical uses. Of these, in

order to highlight the importance of tourist satisfaction with destinations and to

33



encourage the improvement of the competitive advantage of European tourist des-
tinations, the European Union initiated a project in 1997 called 'An Integrated
Quality Management of Tourist Destinations'. This project aims to develop several
measurable quality standards in respect of different components of coastal, rural
and urban destinations and implement them among the member countries of the
European Economic Area (European Commission 1998). The project includes the
assessment of both demand and supply-side indicators such as the activities of
tourism professionals, tourists, local residents and natural, cultural and economic
environmental resources. The study includes 15 destination-based case studies.

However, research methods used and approaches chosen are not yet clear.

At the regional level, several regional tourist boards in England have begun model-
ling destination benchmarking surveys by considering visitor satisfaction as the best
value for gaining competitive advantage (Thomason et al. 1999a, 1999b). The
overall objective is to produce a national benchmarking data-base by repeating
similar surveys in different parts of the country. Destinations are categorised into
historic towns, cities and seaside resorts. Among the attributes used for the meas-
urement and comparison processes are attractions, food and beverage facilities,
shopping facilities, accommodation facilities, parking services, public transport,

signposting, cleanliness, hospitality and tourist information services.

There has so far been a very limited use of benchmarking in the tourism industry,
and it is still in its infancy and has been restricted to the study of operational units
and businesses, rather than destinations. It is significant that the limited examples
of benchmarking carried out within the tourism industry almost all involve the
benchmarking process being carried out by third parties external to the organisa-
tions being benchmarked. Both quantitative and qualitative measures were used by
collecting data from questionnaire surveys, secondary sources and observations.
There is a limited number of benchmarking studies in tourism solely focusing on
measuring the performance of tourist destinations and providing methods to im-

prove it. The weaknesses of the benchmarking research noted earlier also apply to
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the context of benchmarking in the tourism and hospitality industry. In the light of
these observations, it is obvious that the benchmarking model needs further devel-

opment.

2.5. Summary

This chapter is an overview of benchmarking theory and its implications for per-
formance improvement and competitive advantage. It has also addressed several
weaknesses in past studies of benchmarking. There is little experience of putting
benchmarking theory into practice. Major criticism of previous benchmarking
studies could focus upon the types of sample chosen, types of benchmarking used,
types of measures deveioped and tested, types of statistical procedures employed,
and the lack of cross-cultural investigation either between sample organisations or
between customers while taking action. Bearing these points in mind, the following
chapters, including the research methodology, will focus on developing a concep-
tual destination benchmarking approach. As a first step towards preparing and exe-
cuting destination benchmarking research and therefore indicating where and how
o be competitive, the next chapter will attempt to explore the main reasons as to
why a particular destination benchmarking approach is necessary and then present

its main elements.
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Chapter Three

Towards Destination Benchmarking

3.0. Introduction

The previous chapter provided an overview of benchmarking, compared ap-
proaches to it, examined measurement issues and research contributions. As a
performance management and improvement method beyond comparison research,
benchmarking was originally carried out within manufacturing businesses to iden-
tify gaps and suggest the relevant techniques to close them. Subsequently, it has
been modified by different researchers and also applied to service industries, e.g.
accounting, hotels and transport. Despite this, the literature review demonstrates
that there is still a clear gap in the benchmarking literature relating to tourist desti-
nations. In line with the theoretical background presented earlier, this part of the
research along with the next two chapters will therefore examine the applicability
of the benchmarking concept to tourist destinations as a performance measure-

ment, improvement and competitive advantage tool.

3.1. Rationale for a Destination Benchmarking Model

As in every industry and business, many tourist destinations are in competition with
one another to obtain a greater proportion of international tourism by attracting
more foreign tourists (Goodall 1988; Heath and Wall 1992). Developments in in-
ternational tourism and travel have intensified competitiveness between interna-
tional destinations. New destinations have emerged in the market as tourists and
suppliers are now becoming more concerned about environmental and cultural val-
ues, e.g. the Caribbean and the eastern Mediterranean. Tour operators and the me-

dia are having an increasing impact on the market. Tourists are more experienced
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and knowledgeable. For exarﬁple, in their familiarity with other languages, using a
variety of transportation, booking their holidays and with having visited the same
destination more than once. Competitive analysis is made difficult because of the
large number of variables which affect it. The response of customers as to whether
these variables are about satisfaction is also important and needs to be included in

the analysis.

Competition among destinations might contribute to the development of products
and services. Providing better services not only gives an enhanced competitive
edge but also raises standards in the industry which in turn will be reflected to
customers as a determinant of greater expectations. As a result, the customer's
value chain would become an input of competitive advantage (Porter 1985). Un-
derstanding what satisfies a customer's needs and wants is the basic ingredient of a
recipe for arriving at successful marketing and improving competitive advantage
(Czepiel, Rosenberg and Akerele 1974). Customers are an important source of
identifying external ideas for many products and services; surveys enable them to
reflect on their opinions about and experiences at the destination. When tourists
are satisfied with the destination, its satisfied customers are likely to come back or
recommend it to others. In contrast, when customers are dissatisfied, they will have
the power to decide neither to come back nor make favourable word-of-mouth
recommendation. As a consequence, customer-centred organisations or destina-
tions are expected to have a greater opportunity to win over the competition

(Kotler 1994).

In order to talk about the competitive advantage of destinations, Crouch and Rit-
chie (1999) stress that value must be added to the existing economic resources and
the tourism industry must concentrate on the term destination competitiveness
rather than destination comparison as service industry is differentiated from
manufacturing industry by its more subjective features. The authors further suggest
that economic and natural resources can be accépted as the determinants of com-

parative advantage since similar destinations may have these types of resource, e.g.
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warm weather, sea and beaches in Mediterranean countries. In other words, desti-
nations with identical products will be alike. A destination positioning strategy
could aim to make customers perceive one destination as in some ways unique
(Goodall 1990; Ahmed 1991; Javalgi, Thomas and Rao 1992; Heath and Wall
1992; Crompton, Fakeye and Lue 1992; Grabler 1997). If a destination is to be
competitive it needs to focus oh those factors which can help it to be distinctive.
Therefore, the question of how to sell the experience of a vacation at a particular
destination rather than the sale of the resource itself might be of great concern in
maintaining competitive advantage. This could be accepted as good practice in
tourism. Such factors as feelings of safety and security, cleaner beaches and estab-
lishments, more hospitable and friendlier local people and better value for money
could make one destination more competitive than or distinctive from others. This
brings about the significance of fulfilling benchmarking studies in order to classify

what other destinations provide and how they achieve their objects.

The literature emphasises that benchmarking is the method driving organisations
towards competitive advantage as it provides an increased awareness of products,
costs and markets in a particular industry (Zairi 1996). It is helpful to look at the
competitiveness theory which points out attempts by organisations to maintain
competitiveness among themselves (Porter 1985). Reflecting on this theory, it is
possible to suggest that benchmarking could be an important tool for a destination
to enhance its competitiveness. In destination benchmarking research, findings
might be interpreted and used to understand how competitive a destination is and
in what respects, and identify what methods or strategies it needs to apply to im-

prove itself.

This part of the study therefore seeks to set out a rationale for developing a
benchmarking approach specifically applicable to international tourist destinations.
Key developments supporting the case for tourism destination benchmarking are
summarised in Table 3.1 and are then considered individually in greater detail be-

low.
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Table 3.1. Reasons for Destination Benchmarking

Increasing importance of destinations

Importance of multiple components to overall tourist experiences
Changes in tourists' needs, wants and habits

Tourists' intention of making comparison between destinations
Problem of seasonality

Influence of the destination's performance on its elements

ISR e

Source; Own elaboration derived from the related literature review.

1. As a result of increases in the demand for package holidays for the last two
decades, destinations have become more important than individual attractions
and facilities.

Developments in the tourism and travel industry have created new destinations in
addition to previous traditional destinations, e.g. seaside resorts and historical
places. New developing destinations threaten mature destinations by offering af-
fordable prices and unspoiled resources, e.g. Turkey, Tunisia and the Caribbean
Islands as opposed to Spain. Destinations are the focus for attention since they
motivate and stimulate visits and are the places where the majority of tourism
products are produced and served simultaneously (Ashworth and Woogd 1990;
Goodall 1990; Laws 1995). In other words, much of the tourism industry is lo-
cated and much of the tourists' time is spent at destinations. Tourist satisfaction
with a destination or its overall image rather than a facility may therefore lead to
repeat visits and word-of-mouth recommendation (Ross 1993; Pizam 1994a; Hal-
lowell 1996; Beeho and Prentice 1997). A benchmarking programme can be con-
sidered as an ‘input’ which will make a contribution to improving the performance
of a facility or a destination (outputs). This, in turn, could bring about increased

customer satisfaction, customer retention and revenues.

2. From a tourist’s perspective, there is a close relationship between all tourism-
related facilities and businesses at the destination.

Tourist motivation has been shown to be multidimensional (Pyo, Mihalik and Uysal
1989). Tourists want to have more than one experience at a destination. When they
visit, they stay at a hotel, often eat and drink somewhere outside the hotel, go

shopping, communicate with local people and other tourists and visit natural, cul-
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tural or historic places. On the supply side, the trip is not a single product, rather it
is made up of components supplied by a variety of organisations with different ob-
jectives. McIntyre (1993: 23) describes the destination as ‘the location of a cluster
of attractions and related tourist facilities and services which a tourist or tour
group selects to visit or which providers choose to promote'. Coltman (1989: 4)
presents a more comprehensive definition as being 'an area with different natural
attributes, features, or attractions that appeal to nonlocal visitors - that is, tourists
or excursionists'. All these elements make a contribution to tourist experiences in
different ways. As a consequence of the ‘domino effect’, lack of quality experience
in even one of these areas may influence the overall satisfaction level detrimentally

(Jafari 1983).

3. Tourists' needs and wants are changing as they are becoming more experienced
and knowledgeable about their needs, wants and their future holidays.

Deming (1982) points out that the customer has a significant place in the definition
of quality‘and suggests businesses try to understand what the customer (market)
needs and wants both at the present and in the future. Tourists are becoming more
sophisticated and looking for higher standards in quality, innovation and respon-
siveness as a consequence of developments in technology, increase in mobility and
increase in the spread of word-of-mouth communication (Mill and Morrison 1992).
Recent developments in technology and hearing about others’ experiences give
people access to all the information they need to learn about other places in the
world. Increasing the mobility of potential tourists, technology has also provided
easy access to the same or other destinations either in the short- or in the long-
term. Each holiday taken may update a tourist's expectations for the next holiday
and widen their experiences, resulting in a tourist group with higher expectatidns,
needs and wants (Nolan and Swan 1984; Cadotte, Woodruff and Jenkins 1987,
Boulding et al. 1993). Destination suppliers need to know what their customers
look for while holidaying around the world and collect feedback regularly about

the level of services they have received.
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4. Tourists make comparisons between the facilities, attractions and service stan-
dards of alternative destinations as they may have experience of other destina-
tions.

Some researchers argue that different destinations are perceived to have unique
advantages and/or disadvantages in the minds of travellers (Haahti 1986; Yau and
Chan 1990; Laws 1995). Since some or most tourists visit several destinations,
their personal experiences or word-of-mouth communication could indicate in
which respects each destination is good or bad. Therefore, this study proposes
that, as with individual businesses, national or international tourist destinations
must also be aware of what others are doing, what features of destinations attract
tourists and how likely these features are to be satisfactory. A continuous meas-
urement of customer feedback might help to assess one's own and others' com-
petitive positions, target new customers, revise the current marketing plan and de-
velop new products if required (Mentzer, Bienstock and Kahn 1995; Bramwell
1998). As a consequence, destination managers become open to other practices,
e.g. the implementation of guidelines or eco-labels as best practices or looking at
other destinations for new ideas or applications. As benchmarking is a continuous
learning process, whenever organisations or destinations learn about others or their

best practices they may feel that they need to take steps to improve, too.
5. Seasonality is a key factor making an impact on destination performance.

As tourism is a capital-intensive and high risk industry, it takes much longer to
bring a return on capital investment. Seasonal fluctuations also affect the case in a
negative way (Butler and Mao 1997; Murphy and Pritchard 1997). Benchmarking
could introduce possibilities which may lead to destinations becoming very much
aware of their own potential for overcoming seasonal fluctuations. Destination
products are more likely than organisation products (manufacturing or other serv-
ice industries) to be sensitive towards seasonal changes in demand. One destination
can attract a higher number of visitors in summer or winter time than another de-

pending on what it offers. For instance, European ski resorts have their high season
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in winter time and their off-season in summer time whereas this situation is re-
versed for summer holiday destinations. A possible problem is to balance seasonal-
- ity as it brings negative results both for the destination and the tourist, e.g. keeping
a financial balance despite the difficulty of finding qualified personnel the following
season, imposing higher prices to offset the losses in the off-season and experienc-

ing other problems such as noise or a dirty atmosphere in the high season.

6. There is a close relationship between a destination's overall performance level
and the performance of all the individual components which make up tourists'
experience of a destination.

The literature suggests that an area should have the following characteristics to be
considered as a tourist destination: a variety of natural, social and cultural re-
sources and services, other economic activities, host community, a local council, an
active private or public sector (Davidson and Maitland 1997). As stated earlier, a
destination's performance is mainly related to the performance of these elements.
When something is wrong with any of these elements, the outcome would be
negative which will be reflected back to these elements. In such a case, tourists do
not want to come back. The local community's quality of life would be negatively
affected due to poor service standards. They would also earn less from the tourism
industry. Employees would fear losing their jobs resulting in a lower satisfaction
with their jobs. Suppliers would earn less. Most importantly, all the cultural, eco-
nomic and physical resources would be negatively affected if potential consumers
withdrew, as there would be less capital for reinvestment. All these elements of a
destination bring about the importance of management in order to keep them and
the development of the destination under control, create and stimulate demand for
the destination and sustain a positive vision in the mind of customers, retailers and

suppliers. This can be achieved using benchmarking.

Having completed the discussion of the rationale for the development and imple-

mentation of a benchmarking exercise with particular attention paid to international
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tourist destinations, the following section will focus upon the proposal of its

model.

3.2. Elements of Destination Benchmarking

This study proposes a model for use in practice, this will emphasise the importance
of performance measurement and improvement for destinations and the role of
benchmarking on it. The development of this model has required the completion of
an extensive review of literature on benchmarkiﬁg, destination management and
related areas (e.g. Camp 1989; Balm 1992; Codling 1992; McNair and Leibfried
1992; Spendolini 1992; Vaziri 1992; Karlof and Ostblom 1993; Kotler, Haider and
Rein 1993; Watson 1993; Cook 1995; Laws 1995; Zairi 1996; Gunn 1997). As
emphasised earlier, 2 common benchmarking study, on which the proposed model
has been grounded, is built up with five stages: planning, data collection, analysis,
action and review. The planning stage has been replaced by the stage of perform-
ance measurement where destination-specific measures of performance are to be
identified and the required data is collected to measure one's own performance.
The next three stages, data collection, analysis and action, still exist to be used
when and where needed. It is important to mention here that, due to the time con-
straints placed on this research (PhD completion), the review phase has been
omitted in this model because the impact of destination benchmarking results upon
feedback will be slow although it is suggested in the literature as a final stage of

benchmarking.

Figure 3.1 shows how the model is supposed to work. First comes the measure-
ment of destination performance. The second stage is the involvement in any type
of benchmarking activity. The last stage, depending on the outcome of the earlier
stages, is to take action which includes setting goals and implementing the bench-
marking findings. Unlike what is shown in Figure 3.1, the stage of performance
measurement is not separated from actual benchmarking. The last stage, taking ac-

tion, may have different contents for each type of benchmarking.
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The relationship between benchmarking and performance measurement and im-
provement is clear (Walleck e? al. 1991; Shetty 1993; Kleiner 1994; Bogan and
English 1994; Kasul and Motwani 1995; Rogers et al. 1996; Edgett and Snow
1996; Brignall and Ballantine 1996; Elmuti and Kathawala 1997, Zairi 1996;
Kouzmin, Loffler, Klages and Kakabadse 1999). As noted in Chapter 2, bench-
marking is a continuous process targeting performance improvement within vari-
ous aspects of the organisation. Identifying the level of each destination's perform-
ance based upon feedback abbut the outcome is vital in order to provide a useful
indication of its current position of tourism, demonstrate the extent to which it

takes place in the international competitiveness set and needs improvement.

Figure 3.1. Elements of Destination Benchmarking Model

Qualitative Measures J

v

External Bench-
marking (data
exchange) WTO,
WTTC, EEC, Consul-
tancy Comparison

\

Internal
Benchmarking

Performance

Taking Action
Measurement  |...

(devising policies
and strategies
and taking
action)

marking (Extemal
Awards such as
quality and eco-
label systems)

*

Quantitative Measures J

Source; Own elaboration

The literature review shows that the idea of benchmarking basically comes from
examining the gap between one’s own and others’ performance levels and (as a

result) obtaining new ideas (see Table 2.1, p.15). This means that measuring one's

44




own performance and its gaps with that of others is the primary stage in the
benchmarking study. Galileo wrote ‘count what is countable, measure what is
measurable and what is not measurable, make measurable’ (Mudie and Cottam
1993). This could be a valuable point of departure when undertaking a destination
performance measurement either from the demand side or from the supply side to
take further action. Highlighting the importance of measurement as a first step in
carrying out any type of benchmarking, Karlof and Ostblom (1993) state that
'anything' that can be measured can be benchmarked, e.g. all aspects of an organi-
sation's behaviour and performance such as goods, services, processes, staffing,
support systems, capital and value for money. To achieve this, the literature sug-
gests two categories of performance measures named as 'quantitative' and 'qualita-
“tive' measures (Hair, Anderson, Tatham and Black 1995). The outcome of these
measures could be used in carrying out either internal or external or generic |
benchmarking. Chapter 4 will concentrate entirely on some specific measures of

the destination performance.

The literature suggests that organisations should first begin with internal bench-
marking followed by external benchmarking and generic benchmarking (McNair
and Leibfried 1992; Zairi 1992). Thus, they attempt to measure their own perform-
ance by collecting data on qualitative or quantitative measures. As Figure 3.1 dem-
onstrates, there is a close relationship between all three types of benchmarking.
Internal benchmarking provides an introductory stage to undertaking external and
generic benchmarking research. Self-generated data derived at this stage may be
supplied either to the partner destination(s) or to international organisations such
as WTO, WTTC and EEC to be processed and used for exchange or for producing
the best performance measures. The data produced may then be redistributed or
circulated to those who are interested. As one objective of benchmarking is to
search for the best practices and processes which come up with those results, ge-
neric benchmarking proposed in this study is supposed to give the destination an
objective standard to aim at when internationally-recognised best practice awards
or classification systems are used as 'good practices' for improvement. This is ob-

viously a part of external benchmarking,
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Once data are collected to measure the current performance, a particular type of
benchmarking is selected and the other essential stages such as the assessment of
benchmarking findings are completed, destination managers need to focus upon the
development of action plans where future policies and strategies would be devised.

Each stage of the model is explained in the following section.

3.2.1. Measuring Destination Performance

The concepts of competitiveness and performance improvement are interrelated
(Zairi 1996). An improved performance brings advantages for maintaining com-
petitive edge as poor performance requires much attention before the destination
can compete with others. These two concepts are also dynamic and continuous.
Inputs (e.g. changes in customer needs, wants and satisfaction levels) and outputs
(e.g. tourist income and tourist numbers) therefore need to be continuously evalu-
ated and changes observed. Based upon the related literature (Melcher, Acar,
Dumont and Khouja 1990; Bogan and English 1994; Bloom 1996; Zairi 1996), it
seems that measuring performance, as a key issue in benchmarking, could help

destination managers consider the following issues:
¢ convert one destination's performance into measures which will be then used to
assess if it is comparable and compatible with that of other destinations and

how the performance at the same destination changes over time,

¢ identify areas where destinations are performing well and poorly and particular

attention must be given to those areas to bring them up to standard,
¢ evaluate the magnitude and significance of tourism to the local economy,
¢ establish co-operation and collaboration with other destinations to share opin-

ions and ideas about both existing applications and possible future develop-

ments or trends,
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¢ carry out regular surveys in order to identify customer needs and expectations,
regularly collect feedback from customer groups about the quality of service

they have received,

¢ give customer groups information regularly about the updated performance of

the products and services they may receive to help them know what to expect,

¢ assess if extra infrastructure and superstructure are required and if the existing

capacity needs to be improved.

As with an organisation's performance (Atkinson, Waterhouse and Wells 1997),
measuring a destination's performance may also help people who live there such as
local residents, employees, customers and suppliers to evaluate their contributions
and expectations. For example, if beaches are not clean, this means that tourists do
not use them or are less likely to leave them clean or the staff are not carrying out
their jobs properly. A high level of complaints about local behaviour towards for-
eign tourists means that it needs to be improved. This may then require establishing
co-operation and collaboration with tourism and non-tourism organisations at the

destination in order to serve customers better.

Taking customer satisfaction on board as a measure of performance, some slight
differences appear between the understanding of methods examining the extent to
which customers are satisfied or dissatisfied with the manufacturing and the service
industries. In the manufacturing industry, the indicators of customer satisfaction or
dissatisfaction are measured by the combination of both quantitative and qualitative
measures such as the amount of refunds, claims, recalls, returns, repairs, warranty
costs and incomplete orders in addition to the rated customer satisfaction levels,
complaints and repeat visits (Camp 1989). In the service industry, the measurement
method could be based on the number of complaints, the rated satisfaction levels,
refunds, incomplete orders and repeat visits, which are all common to those in the

manufacturing industry (Richins 1983; Parasuraman, Berry and Zeithaml 1992;
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Fornell 1992; Zairi 1996). Factors such as reliability, on-time delivery, responsibil-
ity, flexibility, awareness of customer problems and handling of complaints are
equally important to both industries. On the other hand, in a service industry, it is
impossible to review the number of times when services have been unsuccessful or
items needed to be repaired once the consumption or purchase process has been

completed.

The scope of benchmarking has been expanded to include all key processes and
practices as well as products and services (Balm 1992). A business process re-
quires a series of steps to create an observable or measurable outcome, such as a
product or service (Carrie, Haggins and Falster 1995). Destination attributes can
also be regarded as processes since experiences appear as a result of interaction
between service providers and customers (Gronross 1978; Morrison 1989). For
instance, facilities such as hotels, restaurants or airports are regarded as a part of
the production of tourist operations. As mentioned earlier, the lack of any of those
may create barriers in the development of the area as a destination or create prob-
lems for delivering services efficiently through customers. Any process within a
destination converts input (products, practices and services) to output which are
accepted either as qualitative measures (e.g. customer experiences and percep-
tions) or as quantitative measures (e.g. tourist expenses and tourist arrivals) used
for performance evaluation. The following section provides brief information about
the main features of each qualitative and quantitative measure. These will be ex-

plained in greater detail in Chapter 4.

3.2.1.1. Qualitative Measures

Qualitative measures are considered as the degree of perceptual values assigned to
each numerical value, e.g. number 'one' means not satisfied and number 'seven' very
satisfied (Moser and Kalton 1971; Walleck ef al. 1991; Balm 1992; Hair et al.
1995). The level of a customer's satisfaction is regarded as a part of qualitative

measures (non-metric or non-quantitative) as it indicates only relative positions and
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perceptions in an ordered series. In other words, it is not certain how much satis-
faction with or image perception of the destination or what percent of willingness
to revisit is acceptable in absolute values to determine whether further stages of
benchmarking research need to be employed. For instance, Fournier and Mick
(1999) suggest that customers each circling the number '4' on a seven-point satis-
faction scale may have less equivalent satisfaction levels. As a result, qualitative

measures seem to be relatively subjective.

3.2.1.2. Quantitative Measures

In quantitative measures, differences between two or more points are mathemati-
cally equal (or at the same distance) and refer to an absolute value (Hair e? al.
1995). Both interval and ratio scales are examples of quantitative (metric) meas-
- ures. As suggested for organisations (Kaplan and Norton 1992), destinations also
consider a variety of quantitative measures dealing with overall performance.
Among these are the volume of tourist arrivals, the level of tourism incomes, the
level of tourist expenditure and its distribution or the percent of repeat tourists (fi-
nancial perspective). Quantitative medsures can be extended to include some other
measures relating to the level of tourist satisfaction (customer perspective). As far
as tourist satisfaction is concerned, for example, satisfaction with time is measured
from the time one destination point receives an order to the time it actually delivers
the product or the service back to the customer, e.g. the length of check-in and
check-out at the destination airport and at accommodation facilities, time spent
waiting for transport at the destination, the time waiting for food to be served in a
restaurant or the time spent in waiting for a response about a complaint. As such,

quantitative measures seem to be more objective.

3.2.2. Types of Destination Benchmarking

Once the current performance is measured and the area(s) needing improvement is

identified, the next stage is to decide which type of benchmarking is to be fol-

49



lowed. In Chapter 2, the typology of benchmarking was examined under three
categories: internal, external and generic benchmarking. All these three types of
benchmarking could be applied to tourist destinations as they are important for
setting appropriate and realistic targets and assessing either internal or external

performance of destinations.

3.2.2.1. Internal Benchmarking

Internal benchmarking is an approach which includes the collection of data on one's
own performance and its assessment on the basis of several criteria such as objec-
tives or improvements compared to past years (McNair and Leibfried 1992; Cross
and Leonard 1994). Goals set for taking action come out of sharing opinions be-
tween departments in the same organisation (Breiter and Kliner 1995). The ration-
ale for choosing to apply this approach is the difficulty of activating external
benchmarking due to cultural and managerial differences and access to external
data. Reflecting on this introduction, internal destination benchmarking refers to a
monitoring process of the performance objectives released by authorities prior to
commencing the benchmarking study and then taking action. Objectives could be
the assessment of percentage changes in quantitative performance variables and
changes in mean scores of qualitative variables, e.g. percentage change in eco-
nomic variables of tourism such as the level of income, the number of tourists, the
occupancy rate as well as customer perceptions, satisfaction and complaints in
comparison with previous periods. These data may be valuable in enabling destina-
tion managers to review their overall performance each year or season and decide
whether they need to get involved in external benchmarking. If so, this information
could be used as baseline data for external benchmarking with other destinations
(Weller 1996).

Alternatively, the internal performance of destinations could be evaluated by inves-
tigating the relationship between several individual qualitative measures, overall

satisfaction and future behaviour (e.g. Pizam and Milman 1993; Danaher and Ar-
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weiler 1996; Cho 1998). This directly reflects the relative strength of each measure
or its importance for customers without attempting to compare performance gaps
with past years. At the stage of taking action, objectives could be revised based on
findings and the relevant people and organisations within the destination might be
asked to share their opinions and experiences. Chapter 4 is devoted to the formu-

lation of internal destination benchmarking procedures and its possible measures.

3.2.2.2. External Benchmarking

The literature shows that the majority of tourism and hospitality benchmarking
procedures have been refined in external benchmarking aiming to identify perform-
ance gaps and learn about others' best practices (Breiter and Kliner 1995; Morey
and Dittmann 1995; Bell and Morey 1995; Min and Min 1997, Phillips and Appiah-
Adu 1998; Thomason ef al. 1999a; Young and Ambrose 1999). In external desti-
nation benchmarking, following the principles of the most common benchmarking
model (McNair and Leibfried 1992; Cook 1995; Thomason ef al. 1999a, 1999b),
the overall performance of tourist destinations or their specific areas could be
benchmarked against other(s) in the same or in a different country, e.g. trends in
tourism, capital investment, employment, customer perceptions of satisfaction or
image, or structure of tourism demand. It is also feasible to benchmark particular
features of service delivery such as customer care, against practices in service in-

dustries other than tourism.

The destination for comparison could be selected from those which are perceived
as offering a superior performance in some respects and being in the same com-
petitiveness set (Pearce 1997). As a part of external benchmarking, in competitive
benchmarking, tourist destinations could be compared with their direct competitors
operating in different geographic areas or countries. For instance, one purpose of
benchmarking might be to compare the performance of Mediterranean destinations
as summer vacation and short-haul destinations for European markets. Eventually,

benchmarking findings could be useful for destination managers to make a decision
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about what to do or not to do by looking at the outcome of practices applied
within other destinations or choosing good practices which are relevant to them.
The operationalisation of external destination benchmarking is discussed in Chapter

4, along with its possible measures.

3.2.2.3. Generic Benchmarking

The existing literature emphasises that the core idea of benchmarking is to identify
the best practices or the best performing businesses in the industry and improve
one's own performance by adopting good practices used by others or guidelines
established by professional national or international organisations (Evans and
Lindsey 1993; Zairi 1996; Mann et al. 1999a, 1999b). In line with these, within the
application of generic (or functional) benchmarking, tourist destinations could look
either at other destinations or international standards in order to find effective so-
lutions for their particular problems by having access to best practices recognised
nationally or internationally. For example, complaints about service quality and en-
wvironmental deregulation might not be limited to particular destinations. Methods
of improving these attributes could be modified to be used internationally, e.g. use
of quality grading and environmental labelling systems. Therefore, this study sug-
gests that various quality grading and eco-label systems could act as external en-
ablers, as a form of generic benchmarking, that influence the performance of holi-
day destinations. These systems and benchmarking have the common goal of pro-
viding guidelines on how to improve performance, seek best practices and enable
continuous improvement (Vaziri 1992; Mann ef al. 1999a, 1999b). Generic desti-

nation benchmarking and its rationale is addressed in more detail in Chapter 5.

3.2.3. Taking Action

The prime purpose of benchmarking is not solely to carry out marketing research

identifying what customers most like or dislike. Rather, the main purpose is to de-
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velop strategies to provide better services by obtaining feedback from all those in-
volved, e.g. tourists, service providers, local people, and obtaining information
about other destinations' practices. As discussed earlier, benchmarking requires
effective collaboration, co-operation and co-ordination not only between members
of the tourism industry but also between members and external organisations. As
Jafari (1983) suggests, tourism and other establishments need to be in harmony
with the development and promotion of tourism activities in the destination. In this
sense, a destination manager could be considered as the authority who will be in
charge of directing resources, co-ordinating not only with local tourism establish-
ments but also with leading national or international tourism and related organisa-
tions and directing TQM programmes towards the implemeritation of the results to
achieve goals and objectives. Basically, the potential role of destination managers
may be providing local businesses and residents with services such as supervision

and inspection.

Each type of benchmarking may require the establishment of separate action plans.
The analysis of results derived from internal benchmarking investigation might help
to decide which attributes or measures are to be investigated further. The other two
approaches (external and generic benchmarking) might assist in identifying gaps,
determining strengths and weaknesses of destinations, and deciding which attributes
are to be investigated further or which good practices can be adopted from others.
The action stage might also help to make future projections and recommendations
(Camp 1989; Balm 1992; Karlof and Ostblom 1993; Watson 1993). An action plan
containing future goals and recommendations might consist of how to keep up
strengths and minimise weaknesses and threats in order to cope with the new appli-
cations and developments. Depending on the outcome, destination managers may
wish to change their marketing policies or market segments. It may also be possible
to attract similar groups of tourists by preserving the current image and improving
the existing performance. To implement the benchmarking results, destination man-

agers might make their recommendations to local authorities, local tourist associa-
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tions and businesses, local residents and the national tourism policymakers, e.g. the

Ministry of Tourism.

3.3. Summary

This chapter has attempted to discuss the possible scope of destination manage-
ment and approaches to it. It has also provided a rationale for destination bench-
marking's contribution to achieving and maintaining destination competitiveness. In
line with the guidelines provided by the benchmarking literature and the proposed
model, a series of proposals have also been suggested to achieve success in desti-
nation benchmarking. The performance measurement theory has been briefly re-
viewed, along with its possible application to tourist destinations and the potential
use of internal, external and generic benchmarking. The stage of taking action has
been the final subject examined in this chapter. The next chapter will examine the
development of quantitative and qualitative measures of destination performance as
exemplars and their assessment from the wider perspective of internal and external

benchmarking approaches.
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Chapter Four

Internal and External Destination Benchmarking

4.0. Introduction

Based upon the destination benchmarking model presented in the previous chapter,
this chapter aims to extend the context of information relating to the practice of
internal and external benchmarking by presenting methods on what, how and
whom to benchmark. This chapter aims to develop further the context of quantita-
tive and qualitative measures, as the primary sources of destination benchmarking
research. This encompasses a number of measures specifically related to the meas-
urement of overall destination performance and suggests how to evaluate each in

the context of internal and external benchmarking procedures.

4.1. Practices of Internal and External Benchmarking

The overview of literature refers to the existence of two mainstream approaches to
benchmarkihg: internal and external. Those in the category of internal benchmark-
ing emphasise the importance of internal benchmarking due to the difficulty of pro-
viding access to other organisations, adopting the findings to each specific culture
and also differences in objectives and management and marketing styles between
organisations. There appears to be no problem for generating data and implement-
ing the findings in internal benchmarking (e.g. Bendell ef al. 1993; Cox and
Thompson 1998; Campbell 1999). Those in the second mainstream address the is-
sue that benchmarking is a valuable method for those who tend to transfer suc-
cessful models of practice resulting in superior performance elsewhere in the in-
dustry. According to this group, the rationale of external benchmarking stems from

the idea that it is necessary to discover new methods, products or services in order
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to be competitive in the international market (e.g. Camp 1989; Zairi 1992; Watson
1993).

The literature has consensus on the fact that the benchmarking process begins in
the host organisation in order to specify areas which need to be measured (internal
benchmarking), regardless of the application of any kind of beﬁchmarking (Balm
1992; Karlof and Ostblom 1993; Watson 1993; Cook 1995; Weller 1996). The
reason is that internal benchmarking provides a number of benefits for those who
are involved in the process. For example, areas where problems seem to appear
could be identified and, if possible, improved without going outside (McNair and
Leibfried 1992; Spendolini 1992; Vaziri 1992).

In a similar way, conducting an internal benchmarking could bring the following
benefits for destination authorities: identifying the most crucial factor to the suc-
cess of a destination, the type of products or services provided to customers, at-
tributes leading to customer satisfaction, attributes causing problems and those
with an opportunity for improvement. A possible way of evaluating a destination's
current performance could be to look at previous years’ records. Previous annual
reports such as number or contents of customer complaints, rate of repeat busi-
ness, occupancy rates, the amount of tourist expenses may help destination man-
agement understand if the destination performs better or worse compared to its
proceeding years or its standards. Data both on qualitative and quantitative meas-
ures need to be gathered and kept as annual records in order to achieve successful

results in this kind of self-assessment performance measurement.

On the other hand, external benchmarking is a management technique which ini-
tially identifies performance gaps with respect to any production or consumption
part of the organisation and then presents methods to close the gap (Camp 1989;
Watson 1993). The main objective is to seek answers to such questions as to ‘what
we and others are doing', 'how' and 'why'. The gap between internal and external

practices displays the way where to change and if there is any need to change.
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Benchmarking research is designed simply to learn from an organisation's own ex-
periences as well as from other organisations that have experienced similar situa-
tions (Watson 1997). It may therefore enable a destination to learn from others'
successes and mistakes as long as benchmarking is regarded as a experience-based
research activity. It can be possible to investigate the reasons for the result other
destinations obtained and develop methods to avoid if it is likely to appeér in the

destination under investigation.

In Butler's (1980) theory of destination life cycle, a destination will sooner or later
reach the saturation point where it will begin losing its attractiveness to a particular
market; and destination managers may have to set new management and marketing
policies and goals to remain in the market. This could be a reason to look at other
destinations and examine their policies and practices. Next, the availability of sup-
ply-based factors distinguishes one destination from another and is regarded as a
significant factor in maintaining competitive advantage. Competitors could there-
fore be monitored on a regular basis using various criteria such as analysis of cus-
tomers' characteristics, the structure of marketing channels, destination image,
tourist satisfaction and the availability of tourist resources. Destinations could also
compare their performance levels vis-g-vis other similar destinations and competi-
tors' strategies. This might enable destinations to reinforce the analysis of their
markets and identify their own as well as others' strengths and weaknesses. The
findings of benchmarking analysis may help destinations develop the correct posi-

tioning strategy and identify areas needing improvement.

Destination managers need to initially pay attention to the characteristics of desti-
nations, to their similarities and differences when choosing the right partner
(McNair and Leibfried 1992). As the choice of partner varies with the objective, a
categorisation of destinations is required. These are capital cities, developed tradi-
tional centres, touring centres, purpose-built resorts and mega holiday villages
(Laws 1995). This classification provides basic information with regard to the fea-

tures of each destination (Table 4.1). International tourist destinations differ de-
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pending upon the types of tourism activities and tourism demand that they have.
For instance, a Mediterranean destination may be dominated by mass holiday tour-
ism whereas for an eastern European destination it may be by heritage tourism.
This kind of categorisation can be helpful for choosing a partner destination against
which benchmarking is to be conducted. As widely emphasised in the literature
(Watson 1993; Cook 1995), site visits arranged to other destinations can provide
an opportunity to make observations regarding what and how they are doing.
Upon completing observations, a decision can be made to choose the relevant
partner. Generally, it is expected that destinations which are performing better on a
number of criteria and thought to be worth sharing ideas with can be approached
as potential partners. The other method is to obtain feedback from customers vis-
iting other destinations. All these methods would be helpful in evaluating the main

features of other specific destinations and their performance levels.

Table 4.1. Categorisation of Destinations

Type Target Market Example

Capital cities Business and culture Athens, London, Moscow, Paris
Developed traditional centres Mass tourism Hawaii, Ibiza, Bali

Touring centres Nature and culture Salzburg

Purpose-built places Leisure-recreation Disneyland

Mega holiday villages Leisure-recreation Club Med

Source: Laws 1995.

In the data collection stage, several primary and secondary research methods are
identified and the best appropriate method is selected. Included in these methods
are telephone surveys, questionnaire surveys, site visits and sources of statistical
records (Balm 1992; Karlof and Ostblom 1993; Watson 1993; Bogan and English
1994). The literature refers to the collection of two types of data in a benchmark-
ing project, namely internal and external data (e.g. McNair and Leibfried 1992;
Zairi 1994). Using these as the background information in destination benchmark-
ing, the former refers to the allocation of primary data concerning the performance
of the sample destination. The internal data is kept to use for internal benchmark-
ing. It can be distributed to other destinations when external or generic bench-

marking is applied. The latter deals with the allocation of both primary and secon-
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dary sources of data relating to the factors affecting other destinations' overall
performance in particular and the tourism industry in general to carry out the com-
parison procedure (gap analysis). By using any of these methods, destination man-
agers need to identify the critical processes or activities to achieve a successful re-
sult. It is possible to extend the context of the data collection stage to include not
only customers but also tourism suppliers and retailers such as tour operators and

travel agents which promote destinations by organising and selling tours.

The analysis of the findings and determining the gap between the host and the part-
ner destination is the context of the next stage. The gap analysis not only includes a
comparison of research between two destinations but also illustrates gaps between
what a particular destination was expecting and what it is really achieving and be-
tween levels of its current and past performance. Depending upon the existence
* and the size of the gap examined in the preceding stage, destination management
might have an opportunity to make a decision as to whether it needs to take further
action and make improvements in particular elements of the destination. The re-
view stage helps the destination understand whether the process has achieved its
objectives. It is thus crucial to introduce several destination-based performance
measures and discuss their rationale in destination benchmarking. This is what the

next section aims to provide.

4.2. Indicators of Destination Performance Measures

In recent years, tourism has become a highly competitive market. For this reason it
is important that destinations are able to measure their competitiveness in order to
identify their strengths and weaknesses and thereby develop their future strategies.
A Chinese proverb attributed to Sun Tzu, a Chinese General, in 500 BC has gained
a respectful response from benchmarking researchers: 'If you know your enemy
and know yourself, you need not fear the results of a hundred battles'. (Camp
1989: 253). This means that if the destination knows itself and its competitors, it

can take steps to ensure its competitive position is maintained. On the other hand,
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if competitors are believed to be particularly strong, it is important to take action.
Battles could be over both internal and external barriers affecting the success of the
destination and its competitiveness in the marketplace. When tourist destinations
are considered as an element of the marketing mix (place), the importance of their

performance levels seems clear.

As the purpose of this research is to carry out both internal and external forms of
benchmarking, the significant matter is the development of specific measures to
evaluate one's own and/or others' performance levels based upon various criteria.
In so doing, destination managers may be able to monitor their strengths and iden-
tify their weaknesses and, if required, compare themselves with their competitors.
As mentioned earlier, the benchmarking literature mostly refers to the quantitative
measurement of benchmarks due to the ease of measuring and the use of metrics in
comparison research even though it has weaknesses (Holloway e? al. 1998; Phillips
and Appiah-Adu 1998). The criticism of this method is that it does not allow the
effects of other conditional (contingent) variables to be considered on the business'
performance; and therefore, this appears to focus narrowly on a specific set of
performance data. In contrast, this study proposes that both qualitative and quan-
titative measures could be interpreted simultaneously by carrying out a primary re-
search activity or reviewing secondary research findings. It is proposed that both
measures could be interrelated in the investigation of overall performance and
benchmarking of tourist destinations. The following sections discuss various
qualitative and quantitative measures which could be used to measure destination
performance and assist in setting up future management and marketing strategies.
It also provides the possible methods on how to apply these measures to the prac-

tice of destination benchmarking.

4.2.1. Qualitative Measures

The analysis of the demand side on the basis of qualitative measures provides a vi-

tal role in designing a successful destination benchmarking model and also for its
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application in organisation benchﬁxarking. As customers are vital in yielding re-
sponses to test the effectiveness and efficiency of qualitative measures (Hauser and
Katz 1998), they can be considered as a very important ingredient in designing
marketing activities in the tourism and travel industry. Most notably, marketing
activities start and end with the analysis and interpretation of outcomes yielded
from customer feedback (Quelch and Ash 1981). The results could be satisfaction,
dissatisfaction, complaints, high or low spending, intention to revisit or never come
back and positive or negative word-of-mouth recommendation. In this context, this
research introduces a number of qualitative criteria which may be used while meas-

uring the performance of destinations on the demand side.

4.2.1.1. Tourist Motivations

Motivations may differ from one person (or group) to another and from one desti-
nation to another. Uysal and Hagan (1993) suggest that the efforts to understand
factors pushing travellers to visit a particular destination and how these factors are
different from or similar to those of others visiting other destinations, may help the

destination management in setting effective management and marketing strategies.
| Furthermore, some researchers emphasise the importance of motivation in under-
standing why certain customers choose certain destinations and make certain con-
sumption decisions (Crompton 1979). Push and pull motivations would be equally
effective in eliminating alternative destinations and choosing the actual destination
(Crompton 1979). Push factors are origin-related and refer to the intangible or in-
trinsic desires of the individual travellers (e.g. the desire for escape, rest and re-
laxation, adventure, health or prestige) whereas pull factors are mainly related to
the attractiveness of a given destination and tangible such as beaches, accommoda-

tion and recreation facilities or historical resources (Uysal and Hagan 1993).
Motivation is vital in the development of attitudes and yielding satisfaction or dis-

satisfaction at the end of the holiday (Chon 1989). The examination of differences

of motivation between sample populations representing different cultures is im-
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portant for managers in understanding customer values, preferences and behaviour
(Kim 1999). In benchmarking research, examining and understanding motivation is
also important. Depending upon the empirical findings, destination management
would either promote attributes that best match the tourist motivations or concen-
trate on a different market where tourist motivations and destination resources
match each other. Laws (1991) suggests that the examination of benefits which are

important to tourists is crucial for the promotion and planning of destinations.

The examination of tourists' motivation depends on a set of motivations tourists
consider while visiting a specific destination or taking a vacation abroad. These can
be measured by utilising a likert type scale as it enables the researcher to compare
easily mean values with different markets and other destinations (Card and Kestel
1988; Hill, McDonald and Uysal 1990; Baloglu and McCleary 1999a). The higher

mean values refer to the level where tourists hold stronger motivations.

4.2.1.2. Level of Tourist Satisfaction

Successful destination management and marketing depends on tourists' perceptions
as these may influence the choice of the destination, the consumption of products
and services while on vacation and the decision to come back (Deming 1982; Ah-
med 1991; Stevens 1992). Some authors therefore draw attention to the impor-
tance of customer feedback and customer satisfaction in benchmarking (e.g. Camp
1989; McNair and Leibfried 1992; Smith ef al. 1993; Bendell ef al. 1993; Kasul
and Motwani 1995; Zairi 1996) even though there is very little empirical bench-

marking research conducted by considering customers’ opinions in the literature.

Competitiveness is the key element of management and marketing strategy, there-
fore long-range planning and customer satisfaction could be the two major objec-
tives of either tourism businesses or tourist destinations. Among the long-term
benefits of customer satisfaction are a shift upwards in the demand curve, reduc-

tion in marketing costs for existing customers due to increase of repeat business,
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increase in marketing costs of competitors to attract others' customers, reduction
in customer and employee turnover, lower marketing costs for obtaining new cus-
tomers due to enhancement of positive word-of-mouth communication and the
formation of a positive image of the organisation (or destination) in the customers'
mind (Fornell 1992). Consequently, customer satisfaction could be regarded as a
measure of performance (Krishnan and Gronhaug 1979; Zairi 1996) and one of the
greatest sources of competitive advantage (Peters 1994). The concepts of per-
formance and satisfaction are strongly interrelated as the level of product or service
performance brings satisfaction. Bogan and English (1994) emphasise that cus-
tomer-service performance measures should include satisfaction, dissatisfaction,
retention and defection benchmarks since the last two represent the customers’ in-

tentions in the future. It is claimed that (Cook 1995:29-30):

customer satisfaction is a major benefit to be gained from benchmark-
ing. It allows organizations to adopt helicopter vision and helps pre-
vent complacency through developing the discipline of focusing exter-
nally.

It is therefore further suggested that feedback received from customers is a suit-
able way of comparing the performance of an organisation (or destination) to that
of another (Kotler 1994). The availability of alternative service providers (e.g.
competitor destinations) appears to be significant in influencing the level of cus-
tomer satisfaction since customers have a tendency to compare one service en-
counter with another (Czepiel ef al. 1974). In respect of the methodological pro-
cedures of external benchmarking (gap analysis), as suggested in the benchmarking
Iitérature, mean values of each variable can be compared to those of another in a
different destination (Madigan 1993; Min and Min 1997). The internal perform-
ance of the destination could be measured by employing a set of summary ques-
tions in addition to individual satisfaction items. Such questions could refer to the
level of overall satisfaction with the destination and the intention to return and to
tell others about their positive experiences (e.g. Rust, Zahonik and Keiningham
1996). The examination of the impact of independent satisfaction variables on

summary questions is helpful to demonstrate the power of each variable.
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4.2.1.3. Level of Tourist Complaints

The consumer behaviour literature underlines the significance of paying attention
to handling customer complaints as any unresolved complaint could not only stop
repeat visits but also bring negative word-of-mouth communication (e.g. Lewis
1983; Richins 1983; Almanza, Jaffe and Lin 1994). Feedback derived from cus-
tomer complaints could therefore be helpful for marketing management studies in
order to monitor the existing problems and the extent to which products and serv-
ices are found to be satisfactory by customers. Giving an example from practical
applications, Wales Tourist Board (WTB) keeps the records of its visitors’ com-
plaints about different categories such as accommodation, cleanliness, service, food
and so on (Laws 1991). There is less need to take any further action if the number
of complaints is below a certain level. WITB aims to reduce the volume of visitor
complaints by establishing accommodation and quality grading systems such as

crowns and dragons.

As in all industries, all destinations face the problem of customer dissatisfaction
with and complaints about particular products or services at one time or another. It
is believed that service providers will improve the product or service as a result of
dissatisfaction and complaints which may prevent other customers from experi-
encing similar dissatisfaction with those products or services (Richins 1979). Oth-
erwise, there would be no effective action taken by management to resolve the
sources of complaints and improve products and services (Day and Ash 1978;
Krishnan and Valle 1978).

The level of customer complaints has been examined as a measure of benchmarking
in earlier studies (e.g. Zairi 1996; Mann ef al. 1999). Destination benchmarking
further suggests that the level of complaints at one tourist destination could be a
good reason for another to benchmark itself, to avoid making the same mistakes.
For instance, tourists' complaints about noise and dirtiness in one destination may

be higher than they are in another. This means that the latter needs to carefully
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consider this situation and examine where the former has gone wrong while be-
coming a popular mass tourism destination. Moreover, the method used by others
to resolve customer complaints is the next stage of destination benchmarking. In
this manner, not only other destinations or tourism businesses but also practical
examples from service and manufacturing industries could be considered (generic
or functional benchmarking). Though the content of customer complaints differs
from destination to destination and from one industry to another, the basic method
of handling them would be similar. This could apply to such examples as the clean-
liness of beaches, the forgotten wake-up calls or better communication skills with

customers.

In order to be able to understand the types of specific complaints, the question
could be 'how likely are you to complain about the attribute X in ...?", copying the
methodology of customer satisfaction measurement. Findings can be analysed
ranking mean scores. The attributes assigned by the highest mean scores will be
those which tourists were unhappy with. Those assigned the lowest mean scores
will have no major problems. The application of summary questions is also relevant
in this example of a destination benchmarking exercise. These can be used to in-
vestigate the impact of the level of complaints about each relevant attribute on the
level of overall satisfaction or dissatisfaction, tourists' intention to return and rec-
ommend others or tell others about their negative experiences. Alternatively, tour-
ists could be requested to list the attribute(s) that they would complain about. With
this method, findings can be ranked in ascending order on the basis of the number

of complaints assigned to each attribute.

As another way of benchmarking customer complaints, the percentage of com-
plaints might be calculated by dividing the total number of complaints into the
number of total customers in a certain period of time. The highest and the lowest
areas of complaint may be identified by ranking scores. Findings could be helpful to
analyse the type of complaints about the destination (internal benchmarking) as

well its comparison with other destinations (external benchmarking).
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4.2.1.4. Level of Tourist Comments

It is emphasised that asking customers to list any problems they had or any im-
provement they could suggest might be a method of measuring customer satisfac-
tion and could also provide valuable information about what needs to be changed
or improved (Kotler 1994). As in the analysis of complaints, customers may be
asked to list the attributes which they consider to be improved. Alternatively,
adapting the type of questions used to measure customer expectations in the serv-
ice quality instrument (Parasuraman ef al. 1985), customers could be requested to
indicate how likely they consider each category of a pre-identified set of attributes
to need improvement using likert scales such as 'strongly agree' through 'strongly
disagree'. Those with higher scores will need to be considered for further analysis

of benchmarking studies.

4.2.1.5. Level of Attitudes towards Destinations

The consumer psychology literature suggests that there is a strong relationship
between attitude towards an object and behavioural intention (Woodside and Sher-
rell 1977; Mayo and Jarvis 1981; McDougall and Munro 1994). Likewise, it is
further suggested that attitude is a predictor of determining a destination to be se-
lected among alternatives in the awareness set (Goodrich 1977, 1978; Mayo and
Jarvis 1981; Um and Crompton 1990). If attitude towards a country or destination
is positive, then the intention to visit there will also be positive or higher. Attitudes
are believed to be two-directional. Not only do attitudes affect behaviour but also
behaviour has an impact over attitudes (Bareham 1995). Thus, a positive attitude
towards a destination can stimulate visits while actual holiday experiences at a Iﬁar-
ticular destination change the direction of attitudes in a positive or negative way as
a result of satisfaction or dissatisfaction with the experience (Oliver 1981; Mayo
and Jarvis 1981; Mountinho 1987). Both visitors and non-visitors can have atti-
tudes towards a particular destination at different levels (Baloglu 1998). The desti-

nation management may have an opportunity to change actual visitors’ negative
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attitudes into positive ones, but it needs more effort to measure and control non-
visitors’ attitudes towards the destination. Each destination therefore needs to
know its performance levels through considering those strengths and weaknesses,
which will affect both repeat visits and the nature of word-of~-mouth communica-

tion to others considering a first visit (Selby and Morgan 1996).

As in satisfaction measures, mean scores are also widely used in attitude measures
(Um and Crompton 1990; McDougall and Munro 1994; Baloglu 1998). The con-
tribution of the measurement of attitudes on the internal performance of destina-
tions can be similar to that of the tourist satisfaction measurement method dis-
cussed earlier. Thus, the relationship between attitudes and the intention to visit or
recommend destinations to others is the method that this study suggests for inter-
nal performance measurement. To measure external performance with gap analysis,
destination management could investigate attitudes of potential markets not only
towards itself but also towards other competitor destinations. Either negative or
positive attitudes towards competitors provide destination management potential

benefits to decide the type of action to be taken.

4.2.1.6. Level of Image Perceptions of Destinations

Studies of image and attitude are different concepts despite the fact that both are
largely used in the field of the marketing. Two people may have the same images of
a place, but may hold different attitudes towards it, e.g. warm weather (Kotler ef
al. 1994). The place can be perceived to be warm (image), but one may not like
warm weather or travel to a place which is warm (attitude). A number of image
studies have been carried out to explore positive and negative perspectives of des-
tinations on several attributes (Pearce 1982; McLellan and Fousher 1983;
Richardson and Crompton 1988; Embacher and Buttle 1989; Echter and Ritchie
1991). Such research indicates that destination images influence tourist behaviour
(Hunt 1975; Pearce 1982). Image studies play a key role in the marketing and

promotion of destinations, particularly for those who have never been to the desti-
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nation before (Baloglu and McCleary 1999a). Therefore, benchmarking research
could possibly be conducted firstly to understand the areas where the destination is
suffering in terms of its image; and methods can be developed to construct a posi-
tive image and to suggest how to use this positive image to make people feel that
the destination has its own distinctive quality. Although it is claimed that image
perceptions of destinations may not always reflect the reality; unfortunately, it

could affect the destination choice of potential tourists (Goodrich 1978).

As with benchmarking, image studies are an ongoing process of periodically
monitoring changes in people's perceptions of destinations. If one wants to use
quantitative research methods, an image can be measured with likert scales (Fakeye
and Crompton 1991; Chon and Olsen 1991; Driscoll, Lawson and Niven 1994;
Baloglu and McCleary 1999a, 1999b). Results can be evaluated either by ranking
attributes from the highest (positive) to the lowest (negative) mean scores or, as
mentioned in tourist satisfaction and attitude research, by examining the attributes
most likely to persuade potential tourists to visit the destination and recommend it
to their relatives and friends. If the sample is selected from those who have been to
the destination, the impact of the image perception of each item on the level of
overall image perception might be considered as a performance indicator. To
achieve this, the summary questions adapted from tourist satisfaction research, in
addition to the individual image items, are designed as 'overall how would you per-
ceive the image of destination X?' (Baloglu and McCleary 1999a), 'how likely are
you to want to visit destination X?' (Danaher and Arweiler 1996; Kozak and Rim-
mington 2000) or 'how likely are you to recommend destination X for a vacation?'

(Qu and Li 1997; Cho 1998).

4.2.1.7. Feedback from Repeat Tourists

The repeat customers' perceptions of performance changes in relation to several
indicators were mentioned by several studies as internal measures of benchmarking

(Ferdows and DeMeyer 1990; Mann ef al.1999). There has been numerous studies
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linking the concepts of benchmarking and continuous improvement (Ferdows and
DeMeyer 1990; Melcher, Acar, Duomont and Khouja 1990; Schroeder and Robin-
son 1991; Elmuti and Kathawala 1997; Ruhl 1997; Band 1997). The observation of
developments in the performance of destinations requires the consideration of
customers who had previous experiences. Repeat tourists may have more experi-
ence of the same destination. Laws (1991) mentions that the holiday experiences of
tourists the first time they visit a destination is different from their experiences on
later visits. First-time tourists take time to get to know hotel surroundings and to
explore other resources in the resort whereas repeat tourists intend not only to re-
visit familiar places but also prefer extending their knowledge of them to gain a
broader perspective. Thus, the observations and comments of repeat tourists could
be more valuable for evaluating the overall performance of a given destination as

the experiences of those groups will be more detailed.

In the empirical investigation of feedback obtained from repeat tourists leading to
destination benchmarking, both open-ended and structured questionnaires may be
used. In the former, tourists are requested to reflect in which ways the destination
has changed for the better and for the worse since their last visits. Findings are as-
sessed by ranking row scores for each category. A similar technique was applied to
investigate tourists' positive and negative experiences at once (Pearce and Caltabi-
ano 1983; Johns and Lee-Ross 1995). In the structured format of the question-
naire, respondents could be asked to indicate how much each particular attribute
has changed since their last visit. The questionnaire may be designed to indicate

attributes with higher scores as better than those with lower scores.

4.2.1.8. Level of Future Behaviour and Intention

- Potential tourists are expected to have only limited knowledge about the attributes
of a particular destination they have not visited before (Um and Crompton 1990).
So it appears that previous experiences also play a part in tourists’ choice of desti-

nation (Mayo and Jarvis 1981; Court and Lupton 1997). The majority of destina-
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tion choice sets, posited and empirically tested, considered previous experiences as
one of the factors affecting tourists’ awareness of a destination (Woodside and Ly-
‘sonski 1989; Um and Crompton 1990; Crompton 1992). Research findings con-
firmed that familiarity had a positive impact over the likelihood of revisiting a des-
tination (Gitelson and Crompton 1984; Milman and Pizam 1995). In a study of
psychometric typology, Plog (1974) presented the behavioural differences of both
psychocentric and allocentric tourists: the former prefer familiar destinations and
the latter novel and less-developed destinations. The findings of a research project
demonstrated that individuals who had previous experiences with the same desti-
nation (or region) were more confident and more likely to go back since they felt

more secure (Sonmez and Graefe 1998).

However, given the fact that tourists are offered a variety of destinations, it may
sometimes be impossible to predict which one will actually be selected as the next
vacation destination. Repeat visits may not be as prevalent a phenomena for tour-
ism as they are for other businesses. Even where the destination fulfils tourist ex-
pectations, repeat visits may not be ensured. Some customers will undoubtedly
look for similar but new experiences in different destinations, either in the same or
in a different country (McDougall and Munro 1994). With tourism it is difficult to
evaluate a holiday in advance (Zeithaml, Berry and Parasuraman 1993). For these
reasons, positive word-of-mouth recommendation will be considerably more im-
portant and easier for a destination to achieve than gaining repeat tourists

(Mountinho 1987; Ross 1993; Pizam 1994b; Beeho and Prentice 1997; Klenosky
and Gitelson 1998). For instance, the results of research by Gitelson and Crompton
(1983) reported that 74% of tourists had received travel information from friends
- and relatives whereas only 20% had referred to printed media such as newspapers

and travel magazines.
Bearing in mind both the benefits and the caveats of measuring future behavioural

intention, valuable implications may be provided for destination benchmarking

studies as the level of these intentions is closely associated with either the level of
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satisfaction or attitude or image perceptions or a combination of all of these. A low
level of intention to return or recommend may indicate the destination has some
problems, on the condition that other factors are held constant. The main questions
to be asked are how likely tourists are to consider to come back either in the short-
term or in the long-term and recommend their holiday experiences with the desti-
nation by assigning 'likely' and 'unlikely' likert scales (Gyte and Phelps 1989; Dana-
her and Arweiler 1996; Qu and Li 1997; Cho 1998). The level of repurchase inten-
tion was earlier presented by the Rover group as a benchmarking measure (Zairi
1996).

4.2.1.9. Intermediaries' Perceptions of Destination Performance

Tour operators, as a main supplier in the tourism industry, are considered as an-
other input in destination benchmarking since they can provide an invaluable
source of information about different destinations. As a consequence of develop-
ments in mass tourism over the last decades, tour operators have gained a consid-
erable power in directing tourism demand and marketing tourist destinations. This
means that, to a greater or lesser extent, the success of destination depends on tour
operators (Carey, Gountas and Gilbert 1997). The major tourist-attracting destina-
tions such as Spain, Turkey, Greece and Tunisia are more likely to have a relation-
ship with tour operators in order to bring their tourism supply into the market. The
large extent of the tour operators’ involvement in the marketing of mass tourism
destinations has forced national tourist offices and organisations to enter into a

mutual undertaking with them.

Tour operators collect data about different features of destinations, grade accom-
modation facilities and sell each destination at the same or a different price de-
pending on the quality of tourism supply in the destination and the attractiveness of
the destination in the eyes of potential tourist groups. Tour operators have an op-
portunity to promote one destination and disregard others. This totally depends on

the relationship between destinations and tour operators, and the tour operators’
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perceptions of the destination (Ashworth and Goodall 1988; Goodall and Bergsa
1990). When any destination area begins to decline in the eyes of tour operators or
any critical problem appears, there is a strong possibility that this destination will

be excluded from the market.

Tourist literature is very‘ important when choosing a destination as it is an impor-
tant factor in the interrelation between tour operators and potential tourists (Goo-
dall 1990). Tour operators have an obligation to offer the products and services
they promised in the brochure. The major feature of brochures is to create expec-
tations for quality, value for money and image of the destination before a holiday
(Goodall and Bergsma 1990). Brochures are more important for first time tourists
since without them, tourists may have no prior idea about the destination at all.
This grading system in the brochure may additionally influence both the image of
accommodation facilities individually and the destination generally (Goodall and
Bergsma 1990). In addition, a few tour operators (e.g. TUI) have recently released .
a checklist in which every destination is evaluated according to its compliance with
the guidelines (http://www.wttc.org). Destinations falling below standards are ex-

cluded from the list.

In the last few years, tour operators have begun dealing with customer complaints
concerning inclusive tours. Many travel agents send a ‘welcome home card’ invit-
ing their customers to talk about their holiday experiences and ensure they will re-
member the agent in the future after their return from holiday. For example, Direct
Holidays distributes customer satisfaction questionnaires to every customer at the
end of each holiday. Findings are used to assess accommodation, the holiday repre-
sentative, overall enjoyment and car hire and to set standards for the quality of
their future holiday plans (Seaton and Bennett 1996). Similarly, in reference to the
researcher's personal observation, Airtours distributes a similar type of question-
naire to its customers on the way home to obtain feedback regarding their experi-
ences with accommodation, the tour operator's services at the destination and sat-

isfaction with the destination overall.
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Given these and the fact that tour operators represent a large number of tourists,
advice obtained from tour operators could be taken into account as part of the in-
put while deciding how to improve the resorts. They can send feedback compiled
with their customers’ comments and/or complaints directly to destination manage-
ment. The context of destination benchmarking could be further extended to in-
clude tour operators' own suggestions with regard to improving the performance
of resorts or minimising existing complaints in order to give better service in suc-

ceeding years. This can be a good example to how external benchmarking works.

4.2.2. Analysis of Qualitative Measures

A summary of qualitative measures, discussed above, and their performance indi-
cators are shown in Table 4.2. By using likert or semantic scales, or percentage
values, four different methods can be recommended to monitor changes in the
overall performance of the destination (internal benchmarking) and establish gaps

(external benchmarking). These are explained in detail below.

Table 4.2. Qualitative Measures of Destination Performance

Criteria of Performance Tools Performance Indicators

Tourist motivations ¢ Mean scores ¢ Ranking of motivation items

Level of tourist satisfaction ¢ Meanscores ¢ Ranking of satisfaction items

¢ Summary questions ¢ Impacts of specific individual items on the level of

overall satisfaction, intention to revisit and recom-
mend

Level of tourist complaints ¢ List of complaints ¢ Ranking of complaints from highest to lowest

¢ How likely tourists are to complain about some

specific attributes

Level of tourist comments ¢ List of comments ¢ Ranking of comments from highest to lowest

¢ How likely tourists are to consider some attributes
to be improved

Level of tourist attitudes ¢ Mean scores ¢ Ranking of attitude levels
¢ Summary questions ¢ Impact of specific individual items on the intention
to visit or revisit and recommend
Level of image ¢ Mean scores ¢ Ranking of image levels
¢+ Summary questions ¢ Impact of specific individual items on the level of

overall image perceptions, intention to visit or re-
visit and recommend

Repeat tourists' perceptionsof | ¢ List of positive and ¢ Ranking of positive and negative perceptions of

changes in the destination negative changes changes in the destination

Level of future behaviour ¢ Intentiontoretumand | ¢  How likely tourists are to return and recommend
recommend others

Intermediaries’ perceptionsof | ¢  Summary questions ¢ Tourism suppliers' intention to promote the destina-

destination performance tion

Tourism suppliers' comments ¢  List of comments and ¢ Ranking of comments and complaints from highest

and complaints complaints to lowest

Source: Own elaboration derived from the related literature.
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4.2.2.1. Establish Gaps between the Destination and Competitors

The traditional approach to benchmarking is that a standard should be established
to close gaps for benchmarking and that customers can be a source of information
for establishing performance gaps (Zairi 1992; Smith ef al. 1993; Bogan and Eng-
lish 1994; Cook 1995; Zairi 1996). The percentage of repeat business or the per-
centage of tourists expressing a satisfaction level of three or four out of a five-
point scale are examples of customer-driven performance measures which can be
used to compare one service encounter with another (Coker 1996). In reference to
the potential use of gap analysis in benchmarking and its subsequent application
into benchmarking tourist destinations (Bogan and English 1993; Karlof and Ost-
blom 1993; Madigan 1993; Min and Min 1997), mean or ranking scores can be
compared with those of other destinations. Negative or positive differences are

determined to be the gap between the selected destinations.

However, as emphasised in Chapter 3, the majority of customers may have experi-
ence of other destinations, and so are likely to make comparisons between facili-
ties, attractions and service standards of other destinations (Laws 1995). In gen-
eral, 'the choice of a particular good or service is the result of a comparison of its
perceived attributes with the person’s set of preferences' (Fishbein and Ajzen 1975
in Laws 1995: 113). Accordingly, it is argued that potential tourists select a desti-
nation amongst alternatives and evaluate each alternative considering its potential
to offer the benefits they look for (Mayo and Jarvis 1981). As a result, in order to
eliminate indecisive indications of customers' characteristics or to ensure that both
sample destinations have a similar type of homogeneous customers in terms of
multiple visits, external benchmarking research could be carried out by developing
a direct comparison questionnaire. In so doing, destinations would be able to
monitor their performance levels compared to those of others by obtaining feed-
back from those visiting multiple destinations including the one proposed as the
partner. High scores would be potential areas where the destination meets its tar-
gets while low scores would be critical areas where the destination has to consider

either raising its standards or leaving this market. The role of these two approaches
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in activating the proposed qualitative measures is given, to a great extent, in
Chapter 6.

4.2.2.2. Establish Gaps between Current and Past Years' Performance

This approach was introduced as the first examples of benchmarking in the manu-
facturing industry (Camp 1989). It refers to the measurement of internal perform-
ance and provides two methods to be addressed. First, once qualitative measures
are calculated by transforming qualitatiVe data into quantitative data, they should
be kept recorded on an annual basis to ease the comparison process and monitor
the direction of changes over a period. Findings could also be helpful for creating a
database consisting of the analysis of customer feedback and how it changes. Sec-
ond, repeat tourists can be chosen as the sample in order to learn how the destina-

tion has changed compared with their last visits and in what respects.

The examination of the overall performance of a destination compared to the pre-
vious years may potentially support the success of the destination benchmarking
study in a process which aims to make a comparison with other destinations.
Meanwhile, a destination might measure its annual or periodic performance level
by comparing and contrasting the current results relating to tourist satisfaction and
complaints to the latest results in the previous period. Since benchmarking is a
continuous measurement and analysis process, the destination could gain much
benefit from understanding whether any positive or negative results appear on the
sustainability of a destination’s performance relating to different qualitative items.
This type of qualitative measurement method requires the establishment of a data-
base where findings are accurately recorded and comparisons are made with previ-
ous months or years. This method has been put into practice by a few tourist
boards in England (Thomason et al. 1999a, 1999b) and by the Department of
Tourism in Mallorca (Govern Balear 1999). Testing of this approach is not within

this research's objectives as it requires a continuous procedure.
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4.2.2.3. Express Standard Values

In this approach, authorities may express a desired level of any standard values out
of a certain point scale and then benchmark against them (Hutton and Zairi 1995;
Balm 1996). For example, the desired standard value is assigned as 'five' out of a
seven-point scale. The areas with higher values would be regarded as above the
targeted performance or at the desired level and do not need to be improved, but
those with lower values would be regarded as failing to reach. These areas need to
be improved until the desired level (standard value) is reached, e.g. 'five' in this ex-
ample. Alternatively, the highest scale value can be nominated as the best standard
value, e.g. 'seven’ out of a seven-point scale. The objective could be set to reach
that value in the desired areas by monitoring changes in perceptual performance of
products and services and administering periodic surveys despite the fact that it is
hardly possible to achieve a one-hundred percent performance. This approach is
also a kind of internal benchmarking. In its internal benchmarking programme, for
instance, the London Hilton on Park Lane has identified its own standards for each
department. Launching 'Yes, We Never Say No' motto, it encourages employees to
achieve these standards by providing them with awards such as the best employee

- of the month or bronze, silver and gold prizes (BBC2, 15.12.1999).

4.2.2 .4, Use of Multivariate Statistical Tests

Multivariate statistical tests are used when there are multiple variables and a rela-
tionship between dependent and independent variables needs to be examined
(Johnson 1998). It is the strength of these tests to demonstrate the most powerful
factors or attributes in a multiple variance analysis. With their features offering a
variety of attributes as a part of the chain to complete the tourist experiences, the
overall performance of tourist destinations on the basis of several criteria could be
measured with the assistance of multivariate statistical models or tests. As a contri-
bution to the assessment of internal benchmarking of destinations, the impact of

each individual destination attribute over the summary questions (overall image,
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overall satisfaction, overall attitude, intention to recommend or intention to visit a
destination) defined as the overall performance measures could be identified by
employing a series of advanced statistical tests such as factor and multiple regres-
~ sion analysis. This could demonstrate the method for measuring the internal per-
formance of the destination. The most powerful factors could be accepted as ele-
ments of competitive advantége and those which are important to customers while

the rest would be those which need to be developed or reassessed.

This method has already been applied into the marketing literature (Oliver 1980;
Richins 1983; Oliver and Swan 1989; Woodside, Frey and Daly 1989) as well as in
the tourist satisfaction literature (Geva and Goldman 1991; Dube, Renaghan and
Miller 1994; Cho 1998; Weiermair and Fuchs 1999; Choi and Chu 2000). The ra-
tionale for this type of application is the possibility of avoiding economic, demo-
graphic and psychographical differences between those who visit two individual
destinations as the performance of each destination is evaluated with its own cus-

tomers. The operationalisation of this approach is explained in Chapter 6.

4.2.3. Quantitative Measures

There are a number of criteria to assess the performance of tourist destinations on
the table of competitiveness; however, this study attempts to consider only major
indicators. These are the volume of tourist arrivals, the volume of repeat tourists,
the volume of tourism receipts and the share of tourism receipts in Gross National
Product (GNP), tourist expenditure (per person or per group) and its distribution,
annual occupancy trends and average length of overnight stays. These key quanti-

tative indicators are explained in detail below.

4.2.3.1. Volume of Tourist Arrivals

As a traditional approach, the number of foreign arrivals has been used to rank all

destinations (or countries) on the league table. The idea is that the higher the num-
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ber of annual tourist arrivals, the higher the destination's place in the competitive-
ness set. The performance of a particular destination or region is also examined by
evaluating the percentage changes over the total number compared to the preced-
ing years. For instance, according to the WTO's traditional ranking style of desti-
nations, China was ranked fifth in receiving most tourists in 1996, while it was

twelfth in 1990.

Though this method has been used by leading tourism organisations, primarily the
WTO, over many years, it has several weaknesses including the difficulty of col-
lecting reliable data and of anticipating the future. The number of people taking
vacations overall may vary from one year to another. Compared with the previous
year's records, numbers tend to increase if the international economic, political and
social indicators are positive. They tend to decrease if these factors are negative.
Consequently, the number of arrivals in a specific destination has a possible in-
crease if the international trend is upward, but this may not be important in order
to draw a strong conclusion about the position of that destination from these fig-
ures. The proposed method in this study refers to the calculation of the pércentage
share of arrivals at the destination out of the actual annual international tourism
demand. The findings could show how well the destination contributes to interna-
tional tourism on the basis of the volume of foreign tourist arrivals. Trends in these
percentage values would also indicate how the destination performs in comparison

with previous records as well as with other destinations.

4.2.3.2. Volume of Repeat Tourists

The benchmarking literature suggests the consideration of the percentage of repeat
customers as performance measures (Kasul and Motwani 1995; Zairi 1996). The
basic idea of this approach is that the higher the number of tourists retufning to the
same destination, the higher its status in the market. The way to identify repeat
visits as an indicator of performance measurement is two-fold: (1) the percentage

of those who had made previous visits and their frequency and (2) the percentage
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of those who are likely to come back in the future. The latter has been explained as
a part of qualitative measures. These findings might be interpreted overall and by
nationality of tourists compared to the destination's previous years' records as well -

as those of other similar destinations.

The analysis of the extent of repeat visits can lead to several benefits such as lower
marketing costs, a positive image and attitude towards the destination and an in-
tention to tell others (Fornell 1992). However, according to one approach, a high
level of repeat visits is not a panacea since it will not necessarily offer the destina-
tion a competitive advantage over similar destinations (Oppermann 1999). In other
words, repeat visits could be a problem as well as a strength. For instance, some
mass tourist destinations such as the Spanish islands (the Balearic and Canary Is-
lands) attach themselves to Plog’s (1974) pyschocentric tourist typology by at-
tracting a high proportion of repeat tourists, with their low level of income and the

tendency to prefer mostly package tours, from European countries.

4.2.3.3. Volume of Tourism Receipts

The quality of tourists could be more important than their quantity to the success
of any destination. For example, considering the expenditure level of each tourist
could be more rational than considering the number of tourists in determining how
tourism can provide benefits for the destination. Thus, the notion that the greater
the number of tourists, the greater the net income generated by the local economy
sometimes cannot be supported due to some destination- or demand-based reasons
such as inflation rate, length of stay or low level of income groups (Syriopoulos
and Sinclair 1993). In that case, the volume of total tourism receipts yielded from
international tourism could be an indicator of the measurement of destination com-
petitiveness, since the more the amount of tourist spending, the higher the multi-
plier effect within the local community (Bull 1995). A variety of local people and

organisations benefit from a unit of tourism income due to its high multiplier effect
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in the economy. The President's Commission on Industrial Competitiveness in the

US defined the term competitiveness as

the degree to which a nation can, under free and fair market conditions,
produce goods and services that meet the test of international markets,
while simultaneously maintaining and expanding the real income of its
citizens (cf. Kotler ef al. 1993: 316).

According to this definition, it is clear that the local economy must gain a net
benefit from international tourism activities while asking if the destination is com-
petitive and if it is, to what extent. Any development in a particular tourism indus-
try is recorded as a direct contribution to GNP. The comparison analysis on the
basis of the proportion of tourism incomes within GNP between more than two
destinations will show which destination is yielding more benefits from interna-
tional tourism. There are few examples in the benchmarking literature using total
revenues or profits as an example of quantitative measures. Of these, Morey and
Dittmann (1995) benchmarked total room revenues and gross profit of hotel busi-

nesses as an element of quantitative measures.

4.2.3.4. Level of Tourist Expenditure and its Distribution

The volume of actual tourist expenditure is considered as a part of market seg-
mentation variable in tourism (Pizam and Reichel 1979; Legoherel 1998). The level
of tourist expenditure and its effective analysis could be an indicator of illustrating
the profile of tourists visiting one destination, and the extent to which they tend to
spend much more while on vacation. For instance, recent research findings show
that overseas travellers whose prime travel purposes to the US are to visit cultural
attractions such as museums and national parks are likely to spend more time and
money during their trips than other groups (Judith 1999). Results of an investiga-
tion including the amount of actual tourist expenditure could help destination man-
agement decide the type of tourism product they will offer and the type of tourism

demand they intend to attract. As a result, a partner could be chosen among desti-
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nations which attract both higher spending tourists and lower spending tourists in
order to illustrate differences and their sources. If any destination is working with a
higher volume of tourist arrivals but with lesser actual tourist expenditure and
tourism receipts, this means that it is rapidly moving towards becoming a mass

tourism destination and needs to take precautionary action (Butler 1980).

The methodology to be chosen to understand the performance of destinations on
the basis of the level and the distribution of tourist expenditure while on vacation is
to calculate the average volume of spending per tourist or per group or per family
(Mak et al. 1977; Lawson 1991; Spotts and Mahoney 1991). The other method

could be to categorise tourists into several groups such as lower, medium or higher |
spending (Pizam and Reichel 1979; Spotts and Mahoney 1991; Legoherel 1998).
The use of these methods can be extended to include the distribution of spending
for each tourism product and service, e.g. accommodation, food and beverages,
transport and so on (Fujii, Khaled and Mak 1985; Lawson 1991; Spotts and Ma-
honey 1991; Pyo, Uysal and McLellan 1992; Haukeland 1996; Legoherel 1998,;
Hong, Kim and Lee 1999). The distribution of tourist expenditure over the desti-
nation products and services illustrates which parts bring more revenue as well as
the characteristics of tourists. It is also important to understand the demographic
profiles of tourists and explore their impact on how much tourists intend to spend

at any destination (Legoherel 1998; Hong ef al. 1999; Perez and Sampol 2000).

4.2.3.5. Annual (Seasonal) Occupancy Trends

The assessment of annual or seasonal occupancy trends as an overall destination
benchmark also has a potential benefit to help to design future management strate-
gies. Understanding seasonal fluctuations clearly will help pricing off-peak and
high-peak times in order to try and sustain a certain level of occupancy over the
year, e.g. 80%. This may decrease trends for the following year(s), but may stimu-
late the destination to attract more tourists as each new tourist will contribute to

the accumulation of tourism receipts. The lower level of any occupancy trend, to
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some extent, signals that there is no need to increase in the number of beds at this
destination. The comparison of periodical occupancy trends either with previous
years or other destinations may demonstrate how effectively the destination(s) is
using its resources and whether it needs to take further action. This type of bench-
mark was used for individual hotels by Morey and Dittmann (1995) in the tourism

literature.

4.2.3.6. Average Length of Overnight Stays

This type of quantitative measure could provide destinations with some advantages
such as giving tourists an opportunity to have more experiences at the destination
and positively influence the amount of money they spend on vacation. Findings of
previous research confirmed that there was a direct relationship between the aver-
age length of overnight stays in a place and the amount of tourist expenditure
(Spotts and Mahoney 1991; Mules 1998). The latter increases with the former.
Since the longer the tourists choose to stay, the more likely they are to become
aware of facilities and services both where they are staying and in the surrounding
area. This will widen the size of the multiplier effect of tourism revenues at the
destination. The length of vacations may also reflect the attractiveness of a desti-
nation, however a number of other important factors may also influence length of
vacation such as the availability of free time, the availability of flexible package

tour deals and the level of prices.

4.2.4. Analysis of Quantitative Measures

A list of self-selected quantitative measures introduced above is shown in Table
4.3. As benchmarks for tourist destinations, these measures could be examined in
particular ways, e.g. by nationality and season or by comparison with other desti-
nations. This type of assessment helps to measure the real performance of destina-

tions for each category on the basis of, for example, the share of tourist arrivals,
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the volume of repeat tourists, the level of tourist expenditure and the length of

overnight stays.

To Interpret the statistical data arising from the quantitative measures, Bloom
. (1996) proposes the use of internal and external measures. These can be used to
analyée the overall performance of the tourism industry in a destination. As noted
in Chapter 3, the measurement of external performance is regarded as the compari-
son of the tourism position of one destination to the position of a similar or com-
petitor destination (external benchmarking). The destination outperforming the
other is considered to be superior. The measurement of internal performance is ex-
amined as monitoring the tourism position of one destination based on perform-
ance targets set by the responsible authorities in their plans (internal benchmark-
ing). This also could cover the analysis of the current position to that of previous
years. For example, the consideration of the market share is mentioned as a meas-
ure of benchmarking (Mann ef al. 1999). Its comparison to other destinations will
be an example of external measures whereas its comparison to previous years’ fig-

ures of the same destination will be an example of internal measures.

Table 4.3. Quantitative Measures of Destination Performance

Criteria of Performance Tools Performance Indicators

Volume of tourist arrivals Statistical figures ¢ Proportion of tourist arrivals in regional and international
tourism

Volume of repeat visits Statistical figures ¢ Frequency of repeat tourist arrivals

<>

Proportion of repeat tourists in total tourist arrivals

Proportion of tourism receipts in regional and international
tourism

Volume of tourism receipts | Statistical figures

<>

4 Proportion of tourism receipts in GNP
Level of tourist expenditure | Statistical figures ¢ Amount of tourist expenditure per person or per group
¢ Distribution of tourist expenditure by categories
Annual occupancy trends Statistical figures ¢ Occupancy rates of accommodation establishments by year
and months
Average length of overnight | Statistical figures ¢ Average length of tourists' overnight stays (in nights)

stays
Source: Own elaboration derived from the related literature.

Depending upon the homogeneous or heterogeneous structure of tourism demand
through a destination in terms of nationality, potential assessment subjects include
the comparison of tourists from different countries. A separate database could be

created for each market group to carry out the assessment individually. Findings
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could then be compared with those of previous months or years or with those of
other destinations. This may indicate how well the destination performs with each
market group and illustrate differences between current and past figures and be-
tween high and low seasons and provide a background to speculate on the reasons
for any differences. This type of analysis has been used by benchmarking literature
to monitor changes in operational performance from one year to another (Zairi
1998). If historical data is included in the database, it can also potentially be used
to predict future trends by using a series of advanced statistical tools such as time

series or regression models (Hair ef al. 1995).

Alternatively, referring to the principles of internal benchmarking, as applied by
many national planning organisations, overall standard target values could be des-
ignated and all the efforts could be aggregated to reach the desired performance
level at the end of the year. For example, an estimated number of tourist arrivals or
a certain amount of tourism revenue expected either in the following year or in the
next five years as a part of short-term planning and their classification into a first-
time and repeat tourists. When the estimated target values have reached or ex-
ceeded the actual values, these will be credited as improvements. In spite of its
benefits for setting objectives and measuring the internal self-assessment perform-
ance, this method needs to be assessed cautiously because of the possible tendency

to identify the estimated future performance value at a lower or much higher level.

Overall, developments in hardware and software computer systems have facilitated
the creation, distribution, analysis and storage of a great amount of data. This
brings several benefits for destination benchmarking: the analysis of data either by
using basic or advanced statistical tools and storage of data on the database to be
used in the long-term. The findings might be interpreted separately for each tour-
ism supplier and tourist group from different countries of origin and from different
market segments taking into account age, income, education and number of repeat
visits, where possible. Findings could be further analysed and kept on record by

creating two categories such as low and high seasons. Comparison between low
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and high seasons would also be a good benchmark for the destination itself to ob-
serve changes and estimate their potential reasons. This research will not attempt
to test this approach because it requires carrying out practical and continuous pro-

cedures.

4.3. Summary

This chapter has provided the ground on what kind of measures can be developed
and how they can be applied to tourist destinations from the perspective of internal
and external benchmarking. The proposed measures in this study, referring to the
assessment of both internal and external performance of tourist destinations, are
believed to foster the overall performance of destinations by identifying their own
performance, gaps with others and competitive positions. Although the list of -
measures can be increased both in terms of number and methods, this study will be
limited to testing of some self-selected measures due to time constraints. Due to
similar reasons, the next chapter will only address the importance of national or
international-based quality and eco-label systems in performance improvement and
their possible applications in benchmarking toﬁrist destinations, as a type of generic

benchmarking tools.
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Chapter Five

Generic Destination Benchmarking

5.0. Introduction

Beyond the level of customer services on the demand side and infrastructure on
the supply side, the existence of quality grading and environmental management is
viewed as a part of national or international generic benchmarking enablers that are
supposed to make contribution to the host destination externally. By applying these
enablers, individual organisations and destination management could improve ex-
isting products and services and, if necessary, identify ways of developing new
ones, which could also lead to a better demand-supply relationship with customers
and retailers. The main objective of this chapter is therefore to introduce existing
or proposed quality grading and eco-label systems as a form of generic bench-
marking. How benchmarking, linked to external awards and grades, can offer ad-
vantages and bring about improvements in competitiveness for destinations are also
discussed. The chapter ends with recommendations to develop such systems in ac-
cordance with the measurement and improvement of overall destination perform-

ance and their limitations.

5.1. Short Review of Quality Systems

Examples of national or international quality grading systems can be given from
ISO9000, Baldrige Quality Award, European Quality Award and hospitality grad-
ing and classification systems. Some of the broad objectives of quality grading
systems are (1) to promote quality awareness and improve performance practices
and capabilities; (2) to serve as a working tool for managing performance, plan-

ning, training and assessment; and (3) to facilitate communication and share best
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