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The Motor Coach Industry and Tourism:
State-of-the-Art and Future Research
Opportunities
by Lawrence F. Cunningham,® Jeffrey Howard®*® and Nanci A. Florin®®

-INTRODUCTION

OURISM HAS, in recent years, as-

sumed a new importance to pro-
viders of transportation, hotel and ac-
cessory services. Firms and government
tourism agencies have rapidly recognized
the need for a coordinated marketing
approach to develop and service these
developing markets. Transportation, ho-
tel, accessory service, and government
agencies have realized that the recogni-
tion, acceptance, and exploitation of their
fundamental interdependence in these
markets will result in higher profitabil-
ity and greater economic benefits for
all participants.

The first component of the industry
to utilize a coordinated approach in tour-
ism markets was the airline industry.
Its strategies included the development
of joint promotional programs with ho-
tel firms which featured appeals to the
vacation and recreational traveler. In
recent years, two other components of
the passenger transportation industry—
AMTRAK and the motor coach industry
—have pursued similar promotional
strategies.

The motor coach industry, a signifi-
cant potential tourism provider, has
awakened from a long production-
oriented preoccupation with regular-
route transportation services. This new
awareness has resulted from the motor
coach industry’s stagnant growth in
traditional markets, the relatively high
profit margins of tourism-oriented mar-
kets, the greater flexibility of motor
coach activities, and the distinctive
‘competencies that characterize motor
coach operations including fuel and cost
efficiencies.

At present, there is little research
describing the nature and function of
the relationship between the motor
coach industry and tourism. As a con-
sequence, there are substantial oppor-
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tunities for academic researchers and
practitioners to utilize their research
skills in understanding this relationship
and in helping the management of mo-
tor coach companies to increase thelr
penetration of tourism markets.

The purpose of this paper is to explore
the reasons for the involvement of the
motor coach industry in tourism, the
current knowledge of motor coach tour-
ism markets, innovative marketing pro-
grams of carriers and lastly, future re-
search needs from a marketing per-
spective.

THE MOTOR COACH INDUSTRY'’S
STRATEGIC RELATIONSHIP TO
THE TOURISM INDUSTRY

The tourism industry is heavily de-
pendent on tourist mobility. Approxi-
mately 40% of the tourism industry’s
revenues are derived from transportation
services.! The industry is vulnerable to
disruptions in fuel supplies and to es-
calation in fuel costs, as demonstrated
during the 1973-74 OPEC oil embargo
and the 1979 fuel shortage.

The energy problem created an in-
creasingly significant role for the motor-
coach industry in tourism-related activi-
ties from two perspectives. First, the
motor coach industry with its large reg-
ular-route system, constituted, during
the fuel crises, the only alternative to
the private automobile as a means of
travel to many tour destinations. For
example, regular-route common carriers
served about 14,000 communities in
1980.2 The huge route network provided
by the motor coach industry encouraged
the public to utilize its services during
1973-74 and 1979, when ridership in-
creased dramatically.

The motor coach industry also has
distinct advantages in a high-cost ener-
gy environment. Motor coach operations,
utilizing 46% of capacity, averaged 112
passenger miles per gallon last year,
while AMTRAK averaged 19.5 and the
airlines 11.5 passenger miles per gallon
of fuel.® This efficiency differential was
even more clearly demonstrated by mo-
tor coach charter and special trip oper-
ations which averaged 208 passenger
miles per gallon of fuel.4 In essence, the
present differential in efficiency and
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hence, cost, is likely to widen as fuel
Drices increase, especially in tourism-
oriented operations.

. Another reason for the motor coach
Industry’s strong interest in the tour-
1Sm market is the de facto change in

e business mix of Class I Motor Coach

arriers. In 1969, the charter and spe-
Cla] trip segment comprised only 9.3%
of Class I revenues. By 1980, charter
and special trip segment revenues had
Increased to $204 million, or approxi-
Mately 14.6% of total revenues.5 This
Segment was even more impressive when
Viewed from the perspective of non-
Class I carriers. For example, charters
and special trips accounted for 63.5% of
Tevenues in 1980.6 The contribution_ of
ours and special segments is growing
Tapidly among Class I motor coach-
carriers and is a major source of reve-
Nues among smaller carriers.

A final indication of the new and
growing relationship between the motor
Coach and the various components of the
tourism industry is the activity of the

merican Bus Association and related
Organizations. In 1978, 35 travel indus-
Ty companies held membership in the

merican Bus Association. Three hun-

red new members of travel industry
Companies were added in 1980, and over-
all “travel tourism membership now
stands at 1,300.7

The American Bus Association also
Tecognized the growing importance of
ourism with the initiation of “The
American Bus Marketplace.” This event,
Which is held once a year, is designed
0 create new business relationships be-
tween representatives of the motor coach
Industry and leading travel and tourism
Organizations in the United States and
Canada. The goal of the “Marketplace”
Is to expand intercity bus charter and
our business.8

However, the expansion of the motor
Coach industry is not limited to the ac-
tivities of the American Bus Association.

e National Tour Brokers Association
(NTBA) has also played a leading role
In the development of charters and spe-
cial trips. NTBA is an association that
Tepresents the middleman who sells or
arranges for interstate pleasure tours
and motorcoach tours for compensation.
Such brokers are licensed by the Inter-
state Commerce Commission.9

I\]TBA sponsors an annual convention
Which features a market place for sup-
blies and tour brokers. However, other
NTBA activities may prove of even more
Importance. The organization recently
Tetained J. Greg Smith Associates to
Create and implement a national con-
Sumer motorcoach awareness campaign.

he purpose of the $200,000 campaign is
to develop new markets through increas-

ing awareness of the energy efficiency
of a group vacation by motorcoach and
the pleasure, convenience and economy
of motor coach touring.

MARKET ANALYSIS

Traditionally, the regular route mar-
kets for the motor coach industry have
been composed of the lower economic
classes, the elderly and the non-auto
population. However, the patronage for
tour and charter services is somewhat
different. In addition, it requires a dif-
ferent segmentation for marketing pur-
poses.

For example, the NTBA, after care-
ful analysis, considers the following mar-
ket segments to be the most profitable:

(1) Local, national and foreign
groups.

(2) Budget-minded tourists such as
the young single person or, on
the other hand, larger sized fam-
ilies unable to afford air fare for
the entire family while finding it
impossible to squeeze into a com-
pact sized car.

(3) Empty nest couples over 45 years
of age.

(4) Working couples looking for a
pre-arranged, relaxed vacation.10

In addition, there is another market
segment that overlaps the above seg-
ments: the intermodal market.

While it may prove helpful to cite sta-
tistics regarding these proposed market
segments, such data is generally unavail-
able from public sources. However, it is
possible to cite some major develop-
ments within the intermodal and/or for-
eign market segments.

The motor coach penetration into the
intermodal tourism market is a rela-
tively new phenomenon. The most heav-
ily publicized example occurred in July
1981, when Trailways initiated a pro-
gram with Delta Airlines which provided
for $10 per day Trailways interconnec-
tions for Delta passengers flying to 35
locations in the South. Delta passengers
received unlimited travel on Trailways
to thousands of cities it served in the
area. The market appeal of the program
is basically the leisure traveler who
wants to reach destinations that are in-
accessible by plane at a relatively inex-
pensive price.11

Trailways has declined to comment
on the actual results because of report-
ing system difficulties, but has extended
the program to December 31 instead of
the original termination date of Octo-
ber 13.

Rail-bus combinations have also
started to appear. Last summer Trail-
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ways signed an agreement with AM-
TRAK to honor tickets issued by either
firm. Rail-bus combination tickets are
commonly available at AMTRAK, Grey-
hound and Trailways ticket offices.13

Greyhound has successfully developed
several intermodal efforts with water
(cruise) and air companies. Arrange-
ments between Greyhound and several
cruise line companies facilitate individ-
ual pick-up and delivery from oceanside.
Other arrangements promote group
charters to and from home to the pier.l4

The Agreement with American Air-
lines is primarily designed to tap for-
eign tourists visiting the United States.
Greyhound inaugurated this program in
April 1981. The 30-day pass entitled the
purchaser to unlimited travel on Grey-
hound and two one-way trips on Ameri-
can Airlines for $550. Greyhound feels
that this program may merely tap the
tip of the iceberg of the 11 million for-
eign visitors who journeyed to the Unit-
ed States during 1980.15

As a last point, AMTRAK offers many
interconnecting services with motor
coach operators. Many of these intercon-
necting services are characterized by
through ticketing.16 ’

FUTURE RESEARCH NEEDS

Tourism as we all know is predicted
by Herman Kahn to be the world’s larg-
est industry by the year 2000. In sever-
al states, tourism already ranks as the
second and third largest industries. Yet,
as we can see, knowledge of the nature
and extent of participation by the motor
coach industry and brokers is extremely
limited. Such information is, of course,
the basis for a planned participation in
such growth by both the industry and
individual competitors.

The basis for initial research of the
motor coach industry’s opportunities in
tourism requires a careful understand-
ing of present industry involvement
from a macro-perspective. It also in-
volves a thorough knowledge of how
the four “P’s” of marketing, i.e., prod-
uet, price, promotion and distribution
channels, are utilized by both the in-
dustry and individual firms to penetrate
tourism markets.

An initial research need is the crea-
tion of a central source of knowledge
regarding the motor coach industry’s in-
volvement in tourism. For example,
there are presently no bibliographies
which list studies of a public or pro-
prietary nature which have been con-
ducted in this area. The recently cre-
ated sub-committee on tourism and
travel of the Transportation Research
Board’s Intercity Bus Committee is cur-

n ad-

rently taking some initial steps i
dressing this issue. is
Another immediate research need »
a comprehensive evaluation of the na’
ture of the charter and special trip €&’
ment of Class I, II, III motor coach !
riers, as well as intra-state caljrlefé
This seems particularly important 1n t te
case of Class II and Class III interst?
carriers whose primary source of T¢ be
nue is charter and special trips. At t .
present time, there is little knmyledge
regarding the dominant carriers In h
charter and special trip market in eaia
of these classifications. While this date
is readily available at the Interst?’’
Commerce Commission in the case of ! d
terstate carriers, researchers have faile
to undertake an analysis of this issué:
The American Bus Association int
tiated a preliminary survey of such Segy
ments in 1980. A more detailed Sﬂr";e
is currently underway. However, t o
American Bus Association’s_efforts art
succeeding in providing only the ﬁri_
perspectives on the tourism-related 2
tivities of the Intercity Bus Industr,ze'
Unfortunately, knowledge of intra-st?
carriers’ activities in these segments h?ce
generally assumed a low priority in St/
departments of transportation an !
tourist offices. -
There is also little compreheﬂslvf
knowledge regarding the activities X
tour brokers. The National Tour
ers Association has not developed 2
tailed profile of their membership:
seems obvious that a detailed study
the organization’s membership with _S.tv
cific regard to revenues, proﬁtab}h éi
market strategies and organizqtlonur
structure would fill a critical gap 11 4
knowledge of how tour brokers interad
with the motor coach industry
hence, tourism markets. .
From a marketing perspective, PI°
uct analysis could also prove use
understanding the relationship betW’ ,
the motor coach industry and toﬂr‘ss
markets. For example, what featurer,'
qualities, images and styles are pé
ceived in the tour packages offere ar
various motor coach firms? What fe
tures prompt the public to purchasé o
motor coach tour? While it seems © !
ous that these variables differ among 7 .
various firms, we have little knowledge
regarding how the public assesses
variables in evaluating the offerings
each firm. h
While the majority of motor Coaio
tour operators concentrate on three
six day trips, little data is available rer
assess the viability of even shor
packages or packages of much lqn.‘n’,,
duration, i.e. two weeks. In addifi®;
the industry has only a superﬁat,
knowledge of what segments of the Mm?
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I&Et are attracted to various types of
rations,

QUirther areas of 'product anglysis. re-
tionmg attention include the identifica-
for Oof the most attractive destinations
cia] $3¢h market segment and the spe-
com Services that are required to ac-
de Modate these segments at particular
Stinations,

ing t‘il‘e is also little knowledge regard-
Yier 1€ pricing strategies of motor car-
impg ltn tour markets, For example, how
ketinr ant is pricing in the overall mar-
v mﬁ” mix ? What strategies are utilized
high]arket leaders, market followers and
W.Y Specialized firms?
of Ay the government’s subsidization
a e; TRAK and the discount fares of
of . egulated airline industry, a study
ticit € Mmotor coach industry’s price elas-
tripys of demand for charter and special
I,Ortanervmes would seem of utmost im-
Carpje, . At what point do motor coach
thapas Price themselves out of the
In ©.and special trip markets?

Strg eaddltlon to product and pricing
indyg 8y evaluations of the motor coach
Stityg Ty, the promotional activities con-
Miy . another area of the marketing
QntlyrQQulrmg research attention. Pres-

» the level of promotion among mo-

r
is hiCO}flich operators serving all markets
Driv;ﬁ; €r in transit systems than in the
tong € sector, with two notable excep-
What — Greyhound and Trailways.l7
of m‘ols the reason for this overall lack
carrierHIOtlonal_ activity by motor coach
sDeCials especially in the charter and
the ps trip market? Is it the result of
of rlf,:h JInflux of “Ma and Pa” types
of 1} 1S involved in the tourism sector

the be Industry, a failure to recognize
Soéneﬁts of promotional activities,
mOt‘one] other variable(s)? What pro-
Utilizeda. methods are presently being
hest In the industry? What are the
SDeci:IIetth-Ods of promoting charter and

TIp segments ?
rEQui(;i,?nal area of the marketing mix
Fhanne]g research is the distribution
Sm.gp Strategies associated with tour-
Drimapcited bus products. What are the
Cogep, ¥ Channmels utilized by the motor
Sbecialnt]d.“try to market charter and

ratg,.. 1P services? Traditionally, op-
travels Nave relied on brokers and also
Yet .. 38ents to market their products.

ag 'Snfl?"ta"{ well defined markets such
tiong . OF citizens and youth organiza-
Teo nmay prove more susceptible to di-
they ilarketmg‘ campaigns conducted ei-
wity, ‘Mependently or on a joint basis
eschannel members.

of theplte our very limited knowledge
of charter and special trip markets
Seemg tmot:or coach industry, tourism
tunitie 0 offer attractive growth oppor-

S for the industry. One excellent

e

619

growth opportunity is in the area of
conventions and meetings. Some bus or-
ganizations have already begun to tap
this market through the availability of
executive-type buses for charter with the
amenities of a private jet.

There are two primary reasons why
conventions and meetings are potential
new markets for the motor coach in-
dustry. First, recent tax law changes
have made conventions and meetings
outside the U.S., Canada and Mexico
difficult to deduct for tax purposes.18
Second, troubled economic times are
causing organizations to hold regional
conventions and meetings in which
short-haul transportation of a flexible
nature is needed.

Another opportunity for the motor
coach industry lies in the area of incen-
tive travel. The travel incentive market
surpassed the $1 billion mark in 1980.19
Presently, the motor coach industry’s
participation in incentive travel is very
limited, but tremendous opportunities
seem apparent. In 1979, 57% of travel
incentive expenditures were for foreign
destinations. By 1980, the expenditures
had staged a notable reversal, with 589
of all travel incentive dollars going to
domestic markets.20

The average expenditure among cor-
porate respondents in a survey of trav-
el incentive users conducted by Incen-
tive Marketing magazine in 1980 was
$1,248 per recipient.2! This expenditure
increased by only 3% in 1980 but incen-
tive purchasers seemed to be utilizing
trips of either shorter distance and/or
duration. While the users recognized the
advantages of travel incentives, they
wished to maintain the expenditures for
the transportation nortion of incentive
travel at a reasonable amount.

Research carried out at the New
School for Social Research indicated that
travel incentive expenditures for the in-
surance industry, the largest purchaser
of travel incentives, were clustered in
five or six major domestic locations and
a similar small number of locations in
Canada and Mexico. In addition, the re-
search indicated that many medium and
large insurance firms were receptive to
supplier proposals rather than reliance
on travel incentive wholesalers in for-
mulating their incentive packages.22

Clearly, the motor coach industry is
capable of offering viable ground trans-
'portation services to travel incentive
purchasers. Further research and a more
active marketing orientation will facili-
tate motor coach entry into the incen-
tive travel market.

In conclusion, it quickly becomes ap-
parent that there are numerous poten-
tial research opportunities related to the
motor coach industry’s involvement in
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tourism. This paper has presented some
of the preliminary areas in which aca-
demic researchers and practitioners can
make a viable contribution to the effec-
tiveness of motor coach participation in
this rapidly growing segment of the in-
dustry. However, it is obvious that fur-
ther debate and clarification is required
to fully define the research areas with
the highest priorities. Accomplishment
of this task will set the stage for a well
developed body of research in this field
of endeavor.
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