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➜➜ The ‘P’ mix  ––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
The ‘P’ mix – also known as the marketing mix – covers 
the areas a business needs to focus on to effectively sell 
its product. These elements are driven and developed 
around the organisation’s target customer. Traditionally 
there were four areas (the so-called ‘4Ps’, as in Table 13.3), 
but as highlighted in Figure 13.2, this has now expanded to 
cover more ‘Ps’ (people, publicity, physical evidence and 
process have been added). The key aim is to ensure that all 
of these areas are delivered effectively to both attract and 
retain customers. 

These elements need to be continually monitored, evaluated, 
compared and adjusted to meet the internal and external 
requirements of the organisation. All of them need to be 
delivered effectively and simultaneously to successfully sell 
products and services. You can have effective products, at 
the right price and distributed in the right place, but if you are 
not promoting them effectively they will not sell.

The product

If you consider a restaurant, the product consists of three 
elements (see Figure 13.3), which are both tangible and 
intangible – tangible being the food, beverage, tables, 
decor, uniforms, toilets and the WiFi connection (actual 
product), intangible being the service, music, smells, other 
customers, plants, etc. (augmented). The core product in a 
restaurant is fulfilling the individual’s basic need of hunger. 

It should be noted that to deliver a consistent and 
efficient product is a challenge for catering and hospitality 
operators as there are so many products that make up 
the total product offer. For example, a customer may 
have an excellent chicken curry, but if when they visit the 
toilets they are dirty, unhygienic and poorly equipped 
this will affect the customer’s overall satisfaction with the 
whole visit. Similarly, an unstable, wobbly table can be 
very annoying. Therefore, operators need to put controls 
in place to ensure the product is 100 per cent at all times 
and without defect. Tools to assist in achieving a quality 
product include:
l constant evaluation of the product with customers, 

employees and external consultants
l standards of performance (SOPs) 
l effective internal process – i.e. hazard analysis critical 

control point (HACCP)
l good leadership and supervision
l satisfied employees and a happy working environment
l a good understanding of your customers.

The product life cycle
When considering the product, another model to use 
is the product life cycle (PLC). This looks at the four 
different stages that all products progress through in 
the business cycle. It can be applied to any product 
– for example, a restaurant, hotel or even a mobile 
phone. All products go through four stages, as detailed 
in Figure 13.5: introduction, growth, maturity and 
decline. Imagine a new French restaurant in Dubai. 
During the introductory stage everything is new, shiny, 
up to date and in good working order. In the growth 
stage business increases and the physical product 
is well utilised (this can be the furniture, equipment 
and the employees). In the mature stage business has 
levelled off due to new competitors. The product is 
now looking a bit old in comparison with that of the 
competitors, who are at the introduction stage with 
more up-to-date products and facilities. During the 
decline stage the product starts to look dated, and the 
business struggles hard to attract customers and retain 
employees. Consider the mobile phone you bought 
three years ago; there are now newer phones being 
introduced to the market, which has moved your phone 
on a few stages. The goal for any product manufacturer 
or business is to be in the growth stage for as long as 
possible as this is when revenues are high and they are 
generating a profit. At the decline stage, they need 
to decide to either take the product off the market, or 
reinvest in it to make it more competitive and move it 
back into the growth stage. There are several hotels 
in London that in recent years have closed when they 
have reached the decline stage (such as the Savoy 
Hotel in the Strand), and have undergone extensive 
refurbishment to reopen and compete with other newer 
hotel properties in the luxury market. 
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Products can change at any stage, based on the following 
factors.
l Competition – e.g. if a competitor lowers its prices the 

business may have to change its own product in order 
to compete.

l PESTLE factors – e.g. if there is a food scare in the 
market it may impact what product is offered.

l Seasonality – e.g. menus may change during winter and 
summer to reflect consumer needs.

l Availability of resources – e.g. perishable products may 
not be available and may have to be replaced.

l Usage – e.g. products also change from their initial 
condition with a high usage.

l Delivery – e.g. products can alter based on their 
delivery. For example, one chef may prepare a chef’s 
salad differently to another.

l Obsolescence – this takes place when a product or 
service is no longer required by a group of consumers.

Price

Good products need to be accompanied by a well-
executed pricing strategy. Price can be defined as the 
amount a business charges to its customers in exchange 
for its products and services.

Different companies have different pricing strategies 
based on different factors. Some will implement a very 
high price and some very discounted. Generally, the 
basic premise with pricing is that if the product is priced 
too high in the minds of target consumers then it will 
potentially be a struggle to sell it. Similarly, if it is sold 
too low it may appear cheap and will be hard to achieve 
profits. Therefore the price positioning has to be right to 
achieve the desired business results. When setting prices 
the following factors should be considered: 
l provide the desired price that the target customers are 

prepared to pay for the product
l cover production and operating costs 
l achieve the desired profit
l achieve budgeted sales
l provide value in the minds of customers
l competitors’ pricing strategies.

Pricing approaches

Competitive pricing
This looks carefully at what the competition is charging 
and aims to price at the same level, or sometimes at a 
slightly lower price. It is vital that the prices charged and 
the cost structure are compatible, otherwise this exercise 
is counteractive, unless it aims to damage the competition 
in the short term and grow customer loyalty.

Backward pricing
This requires an accurate estimate of what people are 
likely to spend in the future. The product and services 
are then designed to match what the market will bear – in 
other words, what the customer is prepared to pay for the 
product or service within that particular market segment.

WEBLINK
The Savoy, London:

www.fairmont.com/savoy-london
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Figure 13.4 Trends in the product life cycle

Figure 13.5 Changes in the product life cycle
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Cost plus
This is where a set mark-up or a set percentage is added 
to basic costs. This approach is reasonably high risk. For 
example, if the price of the raw materials rises, then a 
cost-plus approach will mean that the price of the product 
or service will also have to rise – in some cases beyond the 
reach of the customer. For this reason many businesses 
adopt the backward-pricing approach.

Marginal pricing
This takes into account the actual costs a customer 
incurs in using the product or service; these costs include 
materials and energy costs. These are the direct costs. 
The customer is charged just over the direct costs, and so 
a contribution is made to the overhead costs. Overheads 
such as capital, insurance and staff costs have to be 
incurred whether or not the customer uses the product 
or service. This pricing is often used at weekends and off-
season to sell hotel rooms, in the hope that the customer 
will purchase other products at a realistic price.

Discounts
Discounting is used to sell hotel rooms and hospitality 
products. It is used to maintain customer loyalty, increase 
the business, to attract repeat business, increase demand 
in off-peak periods and to encourage the prompt 
settlement of accounts.

Revenue management
With revenue management the concept is that the 
product price is not fixed and can vary according to 
demand. Consider a hotel that is situated close to a 
conference centre. When the conference centre hosts a 
large exhibition this attracts a high number of delegates 
from out of town that require accommodation. 
Therefore, if demand is predicted in advance the hotel 
can increase the price of the rooms to optimise revenue. 
Similarly, when demand is low (no conferences) room 
rates can be reduced to attract other segments. The 
basic concept is that, as rooms are highly perishable, it 
is best to sell a room even at a low price than to have an 
empty room. 

However, this approach has been relatively slow to get off 
the ground in restaurants and food service operations. 

It should be remembered that restaurant seats are as 
perishable as hotel rooms and, if they are not sold, they 
cannot be re-sold, however the variable costs of the food, 
etc., remain the same unless deliberately reduced. 

One of the biggest challenges with food and beverage 
operations is having fixed capacity but variable dining 
patterns, i.e. breakfast, lunch and dinner. Outside of the 
meal periods the operators are still required to pay for 
rent, staff and utilities, however there are few customers 
during this period. Therefore, attracting customers outside 
of these traditional meal periods will provide more of a 
curve in relation to customer business. 

For example, one way to potentially overcome this 
challenge of perishability is for menu items to be 
adjusted depending on daily business trends. Figure 
13.6 provides an example of a restaurant whereby a 
menu item is priced at £10. In a traditional restaurant 
this price remains the same throughout the day. 
However, if the price of the menu item were changed 
during low demand periods there is the potential to 
attract more customers. A similar case can be presented 
for food service operations to increase their menu prices 
during peak seasonal dates such as Christmas, Easter, 
Ramadan and Chinese new year, when demand for the 
dining product is high.

Promotion

During the promotion process the opportunity has to be 
generated whereby the buyer and seller come together. 

Promotion is an activity that must be carefully planned 
and controlled. The main objective of the promotional 
campaign is to stimulate demand by using persuasive 
messages to attract new customers and past users of the 
establishment. Such messages must convince prospective 
customers that the product on offer represents good value 
for money. Promotion is concerned with the product. This 
product constitutes a total package on offer, and includes 
some of the following concepts:
l the image of the establishment
l the prices charged
l the quality of the product and service
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Figure 13.6 Traditional restaurant pricing versus revenue management approach 
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l the environment, facilities and services
l the style of management and staff.

Promotion should inform customers of the establishment, 
make them aware of its existence, persuade them to 
buy, and convince them of the image and quality of the 
product. This is done through the following methods.
l Sales promotions: short-term incentives encouraging 

the purchase or sale of a product or service.
l Advertising: paid form of non-personal presentation 

and promotion of ideas, goods or services.
l Direct marketing: interacting directly with consumers 

through various advertising media.
l Public relations: building good relations with various 

publics by obtaining favourable publicity in terms of 
image, rumours, stories, events.

l Personal selling: oral presentation to prospective 
purchasers to initiate sales, and to build and maintain 
relationships.

Why sales promotion?
Sales promotion is necessary for the following reasons:
l the perishability of the catering and hospitality product 

means demand must be manipulated
l most effective tool in the short-term manipulation of 

demand
l essential for the marketing of products

l use on a temporary basis to avoid price wars and the 
erosion of product quality

l shortfalls in demand – PESTLE factors, weather, 
exchange rate movements

l featured offers/special deals
l adding value, e.g. tangible advantages
l intention to achieve marketing objectives.

Some examples of sales promotion activities are:
l price cuts
l discount vouchers 
l social media competitions
l Air Miles
l BOGOFs (buy one get one free)
l free gifts – e.g. Subway, McDonald’s
l joint promotions between brands with the same target 

market
l free samples – tasters.

All promotions need to be well planned, with a clear 
business plan that addresses the following factors:
l promotion type and dates it will run
l promotion rationale 
l promotion objectives 
l costs and predicted sales
l measurement and evaluation.

Figure 13.7 An example of a promotion
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Advertising
Advertising is paid communication to target customers 
with the aim of:
l informing
l persuading and altering beliefs
l reminding consumers and limiting post-purchase anxiety 
l encouraging word-of-mouth or online communications 

to increase sales immediately
l creating greater public awareness of the location and 

existence of the promotion or organisation
l concentrating on the benefits and focusing on how the 

product differs from that of competitors.

Many organisations will have advertising budgets that detail:
l advertisement objective and rationale
l medium – e.g. online, radio, newspaper
l dates to be run
l target reach
l measurement
l cost and return on investment (ROI).

Advertising campaigns should:
l be creative and innovative
l be closely focused and targeted
l seize attention
l arouse curiosity
l be eye-catching
l be credible and truthful
l provide clear, tangible benefits
l be well written.

Advertising media
Kotler et al. (2014) explain that, ‘Social media is changing 
how we market to customers, creating a powerful media 
for customers to interact with other customers and 
with organisations.’ Businesses’ advertising media have 
changed a lot since the introduction of the internet 

and social media. Traditional forms of print advertising 
(newspapers and magazines) are being eroded by online 
formats such as Facebook, Instagram, Pinterest, Twitter 
and YouTube, for example. 

The selection of media depends on:
l objective – type of message
l advertising budget available
l target customer (where to reach them?)
l historical effectiveness of medium, e.g. last time we 

used radio how many enquiries and customers did it 
generate?

l competitors’ advertising strategies.

Advertising media include:
l social media, e.g. Facebook, Instagram, LinkedIn, 

Twitter
l online, e.g. blogs, YouTube
l newspapers and periodicals 
l posters and billboards
l flyers and brochures
l radio, TV, cinema and interactive TV
l transport, e.g. buses
l merchandising, e.g. pens
l banners and bunting
l text messages (SMS).

Social media and online marketing trends

Recommendations for catering and hospitality 
operators
Figure 13.8 details some of the key recommendations for 
catering and hospitality operators to adopt when using 
social media.
l Operators should be serious about social media – social 

media is not a fad.
l Operators need to advertise on social media networks 

where target customers are active.

• Encourage customers to share their experiences, images and videos

Engage
• Incentivise and engage with customers through social media platforms 
   such as Facebook

Link
• Link advertising content across platforms, e.g. from website to Facebook
   and Twitter

Follow • Follow social media trends, your competitors, and your customers’ comments

Innovate • Be different and creative in your approach (e.g. the ice bucket challenge)

Experiential
• Upload images/videos that promote the experience within the business;
   avoid boring still images; tell a story

Share

Figure 13.8 Social media recommendations
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l Content marketing – operators to set up Instagram, 
Flickr, Facebook, Twitter and other mobile apps, and 
encourage customers to like, check in and share.

l Get customers to use their smartphones to create user 
generated content (UGC) – have incentives for customers 
to create and upload/share visual content (Facebook, 
YouTube, etc.) such as photos and videos while visiting.

l Photography – provide competitions for customers 
and employees to create, edit, upload and share stylish 
pictures of the establishment.

l Engage – engage customers and followers on social 
media through asking questions and using stimulating 
content.

l Location based applications (LBAs) – use LBAs such as 
Foursquare to encourage customers to check in.

l Select hashtags (#) relevant to the company’s brand.
l Pinterest – get customers to visually show off their 

images and videos.
l Online travel agents (OTAs) – be visible and promote 

across several OTAs.
l Customer-to-customer recommendations – be 

proactive in getting customers who have had positive 
experiences to go online and post an evaluation of 
their visit. This is known as the ‘TripAdvisor effect’ (see 
below) because the information comes from customers 
rather than from the establishment promoting itself.

l Response – ensure prompt response to any online 
comments, whether positive or negative.

l Create moving media – website should feature snippets 
or vignettes of videos communicating ‘the experience’ 
instead of boring, staged stills. Moving media creates 
more interest.

l Blog – create an online blog that tells a story.
l Good WiFi – do not compromise on WiFi connection 

and strength; today’s consumers demand WiFi that is 
reliable and strong.

l Link – cross-post all postings across platforms (website, 
Facebook, blogs, etc.).

l Employee content – encourage employees to upload 
and share images of the workplace, promoting positive 
experiences.

l Optimisation – ensure content is optimised to work with 
different smartphones (iPhone, Android, BlackBerry), 
tablets and other devices.

l Invest in pay per click (PPC) – PPC provides valuable 
information on who is visiting the company’s website.

l Be creative – be creative with content that will go viral.

One of the biggest challenges in catering and hospitality 
is that a travel or dining experience cannot be pre-
trailed. For example, if a customer wants to book a hotel 
room they cannot go and lie on the bed before they 
purchase. In the past, operators have provided pictures 
accompanied by descriptions of the product on their 
websites and advertising collateral (brochures, CD-ROMs, 
etc.). However, the concern with this is why would any 
operator put negative descriptions or bad photos on their 
advertising material? They will include only their best 

photos and content to provide the best impression to 
motivate the shopper to reserve or book that restaurant 
seat or hotel. But is this really a truthful representation of 
the organisation? There are many reports of customers 
arriving and saying that a venue is not like the advertising 
on the brochure or website. TripAdvisor (see below) and 
other travel booking sites have reduced the amount of risk 
when booking a trip or reserving a restaurant seat.

WEBLINK
The Consumer Protection from Unfair Trading Regulations 
2008 (CPUT) protect consumers against unfair or 
misleading marketing practices by organisations:

www.legislation.gov.uk/uksi/2008/1277/pdfs/
uksi_20081277_en.pdf

The TripAdvisor effect
Kotler et al. (2014) explain: ‘A growing part of the new 
customer dialogue is consumer generated marketing, by 
which consumers themselves are playing a bigger role 
in shaping their own brand experiences and those of 
others. This might happen through uninvited consumer 
to consumer exchanges in blogs, video sharing sites, and 
other digital forums.’

Third-party sites such as TripAdvisor now encourage 
customers after their stay or visit to post comments online. 
These comments can be either positive or negative, and 
can provide insight into areas such as service, quality, 
facilities and value. Similarly, customers can rate their 
experience on a sliding scale, which then provides an 
overall average rating from all customers. 

  

Search

Figure 13.9 Example of an online customer hotel review
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Table 13.4 Evaluation of customer online reviews

Advantages for 
customers

Challenges for 
customers Advantages for organisation Challenges for organisation

For customers – the 
power to reflect and 
leave feedback at post-
purchase stage
For buyers – the ability 
to make more informed 
purchase decisions 
based on customer 
feedback

Not always 
truthful

If positive, can be an effective marketing 
tool for the organisation
Very influential tool when customers are 
deciding whether to book or not
Power of this feedback potentially 
improves overall standards within the 
industry
Useful feedback to either improve or as a 
promoter
Can use feedback to identify strengths, 
weaknesses, opportunities and threats 
(from feedback in competitors’ reviews)

Often feedback is provided 
when the customer has left the 
premises, so it can be too late 
to fix a problem face to face
Competitors can view feedback 
and create strategies to take 
advantage of strengths and 
weaknesses
The need to respond promptly 
to feedback and attempt 
service recovery

What is becoming apparent is that online shoppers trust 
these customer-to-customer posts more than company 
websites. This therefore, reduces the level of risk for a bad 
experience and assists in informing potential customers 
with a better, more accurate image and overview of the 
company. 

In addition, a trend towards providing feedback is now 
being used more inside the organisation. For example, 
an app on a tablet can be used to showcase a wine list 
in a restaurant and customers can leave online reviews 
immediately. For example:

1978 Chablis – ‘This wine was excellent and goes 
very well with the restaurant’s seafood fricassée. 
Highly recommended and great value.’ Peter – 
London, UK

Place 

Place refers to the channel of distribution of the 
product. It focuses on ‘where’ potential consumers 
can purchase the product or service. For example, 
when booking a hotel room consumers can purchase it 
through social media, hotel websites (i.e. Google Hotel 
Finder, TripAdvisor, Trivago, KAYAK and Expedia), travel 
agents, over the counter, tourist offices or via central 
reservations systems (CRS). 

The simple formula is that, the more channels of 
distribution a business has, this increases the opportunity 
for consumers to purchase the product. If a hotel sells only 
over the counter then it is limiting its potential to be seen. 
Each channel has strengths and weaknesses, with different 
costs involved that will impact both the organisation’s 
profit and the customer’s pocket. 

Global marketing and development
With the rise of the global markets, many catering and 
hospitality organisations are expanding overseas following 

in the steps of companies like McDonald’s. Examples 
include Starbucks, Nando’s, Zuma, Hilton and many more. 

Some of the benefits for catering and hospitality 
organisations that internationalise are as follows:
l develop brand awareness in new destinations
l access to new revenues that may have been absorbed in 

the home economy (see Table 13.5)
l achieving economies of scale
l competitive advantage
l new customers
l familiarity for existing customers who travel.

Some challenges to internationalisation may include poor 
acceptance in the new market and the need to adapt the 
product to cater to the local market’s needs, which may 
impact the brand standards.

As detailed in Figure 13.10, the Ansoff matrix highlights 
the different strategies that organisations can adopt when 
selling their products. 
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Figure 13.9 The Ansoff matrix
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