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Abstract 

Tourism industry in Iceland has been growing incredibly fast during the past years. 

Cruise industry growth rate too has been very high, as Iceland continues gaining 

popularity as a cruise destination. Nevertheless, though certain amount of research has 

been made in this sphere, it doesn’t cover all of the important issues. This research is 

intended to examine one of them. The main goal of the research is to study cruise 

passengers coming to Iceland through their segmentation and to learn about marketing 

practices directed to them.  

Qualitative research method was used in the research. Personal interviews were 

chosen as means of collecting information in order to gain better insight of the 

participants’ perspective. The researcher took interviews with 10 people from different 

companies who interact with cruise passengers on regular basis at their working place. 

The researcher aimed to get an understanding about how these people experience 

differences between cruise passengers. It was also intended to learn which ways of 

marketing tourist products and services are considered the best by interviewees. 

The main findings reveal that participants feel the strongest difference between 

cruise passengers of different nationalities, passengers coming on different ships (size 

and type), and passengers coming during different time of the year. What concerns 

marketing towards cruise passengers, it’s almost exclusively carried out through the 

Internet. A good website, search engine optimization and word-of-mouth being 

participants’ most preferred methods. Value of these findings lies in gathering 

knowledge about who actually the customers are, how they differ, what they expect, 

and how it is better to reach them. Answering these questions makes it easier to deliver 

superior value to them. 
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Ágrip 

Á Íslandi hefur ferðaiðnaðurinn stækkað mjög mikið undanfarin ár. Komur 

skemmtiferðaskipa hafa jafnframt aukist mjög mikið, þar sem Ísland verður æ vinsælli 

áfangastaður farþega skemmtiferðaskipa. Þrátt fyrir að nokkrar rannsóknir hafi verið 

gerðar, er eins og þær nái ekki yfir öll mikilvægustu atriðin. Megin markmið þessarar 

rannsóknar er að bæta úr með því að skoða markaðshlutun farþega skemmtiferðaskipa 

sem koma til Íslands og hvers konar markaðssetningu er beint að þeim.  

 Í rannsókninni var notuð eiginleg aðferð. Tekin voru einstaklingsviðtöl við 10 

einstaklinga frá fyrirtækjum sem eiga í samskiptum við farþega skemmtaferðaskipa 

reglulega. Stefnt var að því að fá skilning á því hvernig þessir einstaklingar upplifa 

mismun á milli farþega skemmtiferðaskipa. Einnig að komast að því hvaða 

markaðsetning varnings og þjónustu til ferðamanna væri best að þeirra mati.  

 Megin niðurstöður voru að viðmælendur verða varir við mestan mun farþega 

eftir þjóðerni, skipi (stærð og tegund) og eftir því hvaða hluta árs farþegar koma. Hvað 

varðar markaðsetningu sem beint er að farþegum skemmtiferðaskipa, er hún nánast 

einvörðu á veraldarvefnum. Góð vefsíða, leitavélarbestun og orðspor fyrirtækis eru 

helstu aðferðirnar. Gildi þessara niðurstaða felst í því að safna vitneskju um hver 

viðskiptavinurinn er, hvernig eru þeir ólíkir innbyrðis, hvers þeir vænta og hvernig er 

best að nálgast þá. Með því að svara þessum spurningum verður auðveldara að færa 

farþegum skemmtiferðaskipa betri gæði á þjónustu og vöru.  
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1  Introduction 

Tourism industry in Iceland has been growing incredibly fast during the past years, the 

number of incoming tourists increased almost three-fold since 2000 (Icelandic Tourist 

Board, 2015). Cruise industry growth rate has been even higher, as Iceland continues 

gaining popularity as a cruise destination. The number of cruise passengers visiting 

Iceland increased from 27,000 in 2000 to 95,000 in 2013 (Icelandic Tourist Board, 2014). 

It is important to keep in mind though that while the number of foreign visitors arriving 

to Iceland has been increasing with each year, the expenditure per visitor has been 

stagnant for over a decade (The Boston Consulting Group, 2013, p. 13). Therefore the 

primary focus of tourism development should be on quality over quantity. It applies 

especially much to cruise industry, for the reason that cruise passengers stay the 

shortest time inside a country and spend the least per person compared to other 

tourists (Larsen et.al., 2013; Huijbens & Gunnarsson, 2014). Furthermore, they 

contribute greatly to seasonality and uneven geographical distribution of tourism in 

Iceland. 

The current situation of tourism in Iceland should be studied thoroughly from various 

angles if it is to be improved. If the goal is to increase value delivered to a customer and 

to upsell goods and services to him/her, one needs to know first who actually the 

customer is and what he/she wants. If the goal is to improve marketing practices and 

techniques, one needs to know what is being used at the moment and how well it 

works. In this research an attempt is made to look into both of these issues. The main 

focus is put on cruise passenger segmentation, but marketing of Icelandic tourist goods 

and services to them is considered as well. 

The main goal of the research is to study cruise passengers coming to Iceland 

through their segmentation and to learn about marketing practices directed to them. To 

achieve the goal the following research questions were set: 1) How do people working 

with cruise passengers visiting Iceland experience differences between them? 2) In what 

ways are Icelandic tourist products and services marketed to cruise passengers? 
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In order to answer the questions it was decided to perform a secondary research of 

literature and Internet sources and a qualitative research in the form of individual 

interviews. 

Chapter two introduces the subject of the research giving it an overview. Tourism 

and cruise industry as its branch are discussed generally and in relation to Iceland 

specifically. Their importance is underlined, features and trends are described. 

Theoretical background of the work is discussed in chapter three. There the 

essentials of target marketing are presented. The three steps are described in detail – 

segmenting, targeting and positioning. Discussion starts with general theory, then it 

continues in the context of tourism industry and is concluded with a short specification 

about cruise industry. 

Chapter four presents the results of the secondary research. It concerns 

segmentation, targeting and positioning to cruise passengers from the point of view of 

cruise lines, and the implications for local tourism businesses. 

Chapter five contains methodology of the qualitative research. The interview frame 

is discussed, as well the process of choosing and reaching interviewees. A short review 

of the companies where the interviewees are employed is furthermore provided. The 

process of conducting and analyzing the interviews is also included in this chapter. 

The main results obtained through the qualitative research are discussed in chapter 

six. The major themes and issues which came up in most of the interviews are 

introduced along with direct quotations from respondents. 

Chapter seven consists of discussion of research results and drawing conclusions. 

Finally the limitations are highlighted and suggestions of further research are made. 



3 

2 Tourism and cruise industry 

Tourism is a truly unique phenomenon. Not only has it international (even global) 

character, but it is interconnected, interwoven with nearly all spheres of people’s life. 

Be it social, cultural sphere, education or economics, sooner or later it is influenced by 

the development of the tourism industry in any country of the world. Some countries 

were enjoying the benefits and suffering the drawbacks of large numbers of travelers 

for centuries while others have remained considerably more isolated. 

Tourism has its roots in such a remote past that it is impossible to determine when it 

had emerged. One of the first documents mentioning leisure journeys come from 

ancient Egypt and Greece. During the epoch of pharaohs Egyptians from the higher 

echelons of society conducted trips with purpose of education, entertainment and 

recreation. They visited monuments and places of cultural heritage, such as the 

pyramids of Giza and the Sphinx. Similarly, the Greek travelled to Delphi and to watch 

Pythian and Olympic games (Gyr, 2010).  

During these times leisure travelling was considered to be a luxury. And it actually 

didn’t change much for centuries, as until in relatively recent times only the wealthy 

strata of societies could afford visiting faraway places (Singh, 2008).The emergence of 

modern tourism can be attributed to the Grand Tour which developed in Europe in the 

second half of 17th century. Originally, affluent young men went on the tour with 

cultural and educational purposes, but until 19th century it also grew to be an 

important status symbol (Gillian, 2010).  

With the advent and development of railroad and steamship travelling similar trips 

were extending into the middle class, who longed as much for entertainment, change of 

scenery, works of art and architectural monuments. Growth of leisure tourism for the 

middle class is strongly connected to the Industrial Revolution in the United Kingdom, 

which was the first European country to promote leisure time to the increasing 

industrial population (Singh, 2008). 

Through years and decades tourism has been going through continuous expansion 

and diversification, it has one of the most rapid growth rates in the world among all 
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economic sectors. The number of international tourists rose from 25 million in 1950 to 

over a billion in 2013, and the number of domestic tourists reached 5 billion (UNWTO, 

2014). Modern tourism is greatly associated with the constantly increasing number of 

travel destinations. These dynamics have turned tourism into a key driver for socio-

economic progress (UNWTO, 2014).  

But despite the relevance of tourism and its size as an industry (constitutes 9% of 

worldwide GDP), there’s still no one exact definition of the term (UNWTO, 2014). 

Probably the most used and accepted is the definition according to 1991 Ottawa 

conference on travel and tourism statistics. It has been stated later in the Manila 

Declaration on World Tourism and is currently used by UNWTO. According to the 

definition tourism is “traveling to and staying in places outside their usual environment 

for not more than one consecutive year for leisure, business and other purposes.” (The 

World Tourism Conference, 1980)  

2.1 Cruise Industry 

There are many different reasons for travelling as there are many ways to do that. 

Cruise tourism is one of the most rapidly growing and promising segments of industry is 

very unique in some respects. 

2.1.1 Brief History 

The most widely recognized theory explaining emergence of the leisure cruising concept 

concerns an article written by Arthur Anderson in 1835 in the Shetland Journal. In that 

article he suggested a completely new for that time purpose for ocean sailing – pleasure 

and entertainment (cited in Collard, 2009). He proposed cruising to Mediterranean 

region during colder seasons and between Iceland and Scotland during warmer time. 

Shortly after, in 1837, this fantasy became real with foundation of the Peninsular and 

Oriental Steam Navigation Company, currently known as P&O (Cruise International, 

2012). Their first destinations were Gibraltar, Malta and Athens; but with time they 

continued to expand the list of destinations, later including Caribbean, South America, 

Scandinavia and around-the-world cruises (BT News, 2012). 

Several more cruise lines adopted the leisure cruising model in the second half of 

19th century – first half of 20th century, such as Cunard, the Orient Line and North of 
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Scotland Company (Gillian, 2010). But it was not until around 1960 that it became 

famous. The invention of jet airplanes brought drastic alterations in the cruise industry. 

Until that turning point the main purpose of sea sailing was mere transportation– to get 

from one place to another, apart from that small leisure segment already existing. With 

an advent of jumbo jets cruising seized being the only means of transportation over the 

ocean; furthermore, travelling by air took considerably less time (Mentzer, 1989). As a 

consequence cruise companies started to lose their market share rapidly (Rodrigue, 

2013). In order to stay afloat they had to reconsider their business models. 

Within less than a decade (from 1964 to 1972) the major companies applying leisure 

cruising business model were founded and became known as the “big four”: Carnival 

Cruises, Royal Caribbean Cruise Line, Princess Cruises and the Norwegian Cruise Line 

(Gillian, 2010). That time can be considered as a starting point of modern cruising, and 

already in 1980s a cruise boom started, characterized with accelerating growth rates. 

Even now cruise industry continues expanding with the rates exceeding other types of 

tourism (CLIA, 2011). 

2.1.2 General Overview 

Cruise tourism is generally defined as time spent on a waterborne vessel for leisure 

purposes (Sillignakis, 2007). A very important advantage that cruising provides for is the 

ability to stay in one’s “comfort zone” while visiting faraway places in the world and 

exotic destinations (Cartwright & Baird, 1999). 

Cruise industry is a relatively young and undeniably strong growing segment of 

tourism (CLIA, 2011). Along with its rapid expansion cruise industry is going through 

constant transformation. In the beginning cruising was an exclusive luxury of the rich, 

famous and mostly elderly representatives of society. With time though the interest has 

been growing in wider circles of population, so has competition (Weeden, Lester & 

Thyne, 2011). Together these have resulted in the introduction of more diversified 

products serving various customer categories, including younger people, families and 

multi-generation groups (Gulliksen, 2008). The average age of a cruise passenger 

dropped from 65 in 1970s down to 46 in 2008; the prices became more affordable as 

well (Elliot & Choi, 2011). Cruise lines pay close attention to their customers’ vacation 

desires and develop new itineraries and destinations, innovative ship designs, 
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constantly introducing new services, facilities and entertainment. They provide as well a 

wide choice of cruises with length varying from a few days to a few weeks, with average 

amounting to 7.2 days in 2013 (FCCA, 2013). Another relevant change is that a cruise 

trip is not considered any more as once in the lifetime experience, as 85% of cruise 

passengers have cruised before (Elliot & Choi, 2011). 

North American passengers still constitute the largest cruise market segment, though 

markets in Europe, Asia and the rest of the world are showing strong growth tendency 

(CLIA, 2014). Figure 1 represents how global source markets of cruise passengers are 

divided between countries and regions. 

 

Figure 1. Global source markets by cruise passengers. 

Source: CLIA, 2014, p.13. 

The cruise industry has undergone strong consolidation (Klein, 2003), more than 83% 

of market share belongs to four largest companies, so called the “big four”. All of them 

retain their strong positions from 1970s, except for Princess Cruises, which became part 

of Carnival Corporation and MSC Cruises joined the list.  

2.1.3 New trends 

The ever changing customer tastes and preferences apply to cruising as much as any 

other industry, calling for emergence of new trends and tendencies. At least three 

distinct recent trends can be identified for the cruise industry. 

The first one concerns the size of cruise ships. Since the very dawn of leisure cruising 

the majority of cruise lines were in a “race” for the largest ship. Innovative technologies 

and great amounts of resources were dedicated to creating more spacious vessels with 
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constantly increasing number of amenities and entertainment facilities, turning ships 

into “floating hotels”. Nevertheless recently the concept seems to decrease in 

popularity, as cruise passengers are looking for more sense of privacy and new different 

experience and entertainment (Beth, 2014). It is possible that this shift in priorities has 

some influence on considerable increase in demand for river cruises as well (Cruise 

Critic, 2014). 

The second one touches upon ships’ qualities and facilities. Two evaluation criteria 

for cruise ships and lines gained considerable importance – the quality and originality of 

dining options and availability of technical equipment. The former has become a famous 

self-sufficient entertainment and the latter is a strong factor of convenience (Beth, 

2014).  As for example the Internet becomes accessible to people nearly everywhere, 

and surely the cruise ships shouldn’t be an exception (USA Today, 2014). 

And the third trend originates mostly from external influence. Highly competitive 

environment in the light of galloping globalization cause companies from various 

spheres to take on more social responsibility and become more environmentally and 

health conscious. So do the cruise lines: they are constantly working on technologies of 

waste filtering and minimizing its amounts. They also increase non-smoking areas on 

board, but in this case it has much to do with comfort on the first place, as cigarette 

fumes might disturb non-smoking passengers (Cruise Critic, 2014). 

2.1.4 Cruise lines and destinations 

As cruise industry is evolving, new destinations are being developed; craving for 

tourists’ money no one wants to stay aside. So with each year more ports are being built 

and the old ones are reconstructed, enhanced and enlarged. A fair amount of resources 

is invested and it often constitutes a considerable part of local budgets (Brida & Aguirre, 

2008). As more ports want to become a destination of popular cruises, the stronger the 

competition between them and as a result more bargaining power accrues to the cruise 

lines. In the last few years the question has been posed several times: do actually the 

benefits excess the costs? (Brida & Aguirre, 2008; Clancy, 2008; Diedrich, 2010; Klein, 

2011; Larsen et al., 2013). The benefits are connected with passengers and crew 

expenditures at ports of call, cruise lines expenditures on local goods and services 

(including port services and maintenance) and shore side employment (Brida & Aguirre, 
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2008). The costs at a time are not limited to expenditures on construction and 

maintenance of port facilities, they include as well environmental and socio-cultural 

impact (Klein, 2005). 

In order to keep cruise tourism sustainable all the involved parties must contribute: 

cruise lines, local governments and societies, tour operators, etc. According to 

International Conference on Responsible Tourism in Destinations (RTD) 2014, the 

concept of sustainable or responsible tourism contains three areas of concern: 

 the environment 

 economic benefits 

 cultural integrity 

Environmental issues concern such problems as air and water pollution in ports of 

call and surrounding area, waste disposal and damage to nature caused by cruise 

passengers’ actions (Bailey, & Solomon, 2004; Copeland, 2007; Johnson, 2002).  

Socio-cultural issues include overcrowding (which reflects badly on local population 

as well as on cruise passengers and other tourists visiting the place), homogeneity of 

ports of call and loss of socio-cultural authenticity (Adams, 2010; Klein, 2011). 

Finally economic issues have two sides – benefits and costs. The interesting fact 

about them is that the former are often overestimated while the latter underestimated. 

Larsen et.al. (2013) interviewed cruise passengers and other tourists about their 

expenditures while visiting western Norway. They found out that cruise passengers 

spend significantly less at their destinations than other tourists, even tenting back-

packers. On the one hand it isn’t surprising - they generally do not need 

accommodation, often prefer to dine at their ship (especially if it is included into the 

cruise trip price) and have numerous other facilities and entertainment provided for 

them on board and sometimes partly or wholly included in the price of the cruise. On 

the other hand, taking into consideration prices for cruise trips, cruise passengers are 

usually not the poorest category of arriving tourists. This means that most of them 

should be able to afford spending more money at a travel destination, and it’s up to the 

latter to provide the reasons and convenience to do so (ECORYS, 2013). 

The underestimating of total costs has to do with omitting hidden and opportunity 

costs as well as disregard to unevenness in distribution of economic benefits acquired 
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from cruise arrivals between local participants (Huijbens & Gunnarsson, 2014; Klein, 

2011). Even stronger inequality is traced between the benefits received by destinations 

and the cruise lines themselves. A good example of it is that it’s common for cruise 

companies to double the wholesale price of land-based excursions (Brida & Aguirre, 

2008). That at a turn might bring to unsatisfied passengers as they get an experience 

which is worth half a price of what they paid (Klein, 2011). It is needless to say that the 

dissatisfaction is directed to local travel agents instead of cruise lines. 

2.2 Icelandic perspective 

The worldwide tourism industry is one of the fastest growing sectors of the world 

economy and in Iceland particularly. Its role in the country’s development and 

prosperity is more vital than ever. While the tourism industry already now generates a 

significant part of the country’s foreign revenues, 26.8% in 2013 and 15.4% of GDP 

(Statistics Iceland, 2013), tourism development is subject to the same dynamics as 

globally, i.e. seasonal fluctuations and pronounced tendency to depend upon transport 

links and marketing. 

Cruise industry in Iceland is growing at a high rate, just from year 2000 to 2013 the 

number of passengers in the port of Reykjavík grew more than three-fold: from 27,000 

to 95,000, which constitutes an average growth of 12.4% per annum (Icelandic Tourist 

Board, 2014). The most visited ports of call are:  

 Reykjavík (with 92 thousand passengers in 2013) 

 Akureyri (63 thousand) 

 Ísafjörður (38 thousand) 

 Vestmannaeyjar and Seyðisfjörður (6 thousand) 

(Icelandic Tourist Board, 2014) 

An important question is how to maintain the strong standing of Icelandic tourism 

for the benefit of local populations whilst protecting resources. After the bank crisis and 

collapse of the Icelandic Krona it became cheaper to visit Iceland which, amongst other 

things, contributed to the increase of its popularity as a travel destination. Accordingly 

the number of tourists visiting the country grew from 493,900 in 2009 to 997,500 in 

2014 (Icelandic Tourist Board, 2015). But such rapidly growing number of tourists has 
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disadvantages as well (increased pollution, landscape deterioration to mention a few). 

The aim of the Travel Industry Association (SAF) and other stakeholders has thus veered 

towards quality over quantity. 

For example in a report prepared by the Boston Consulting Group in 2013, 

commissioned by a consortium of private companies, four primary challenges for 

tourism development in Iceland were emphasized: 

 Conserving natural attractions and preserving the visitor experience at them 

 Enabling higher visitor spend by delivering greater value to visitors 

 Reducing seasonality to mitigate pressure on capacity during peak summer 
months 

 Improving distribution of tourism to reduce pressure on the South-West and 
spread the benefits of tourism throughout the country 

In order to achieve the results the researchers proposed a strategy of targeting more 

attractive tourist segments, identified as Affluent Adventurers, Older Relaxers, Emerging 

Market Explorers, City Breakers and those travelling for business meetings and 

conferences (The Boston Consulting Group, 2013). 

Similar issues are raised in the report from PKF (Pannell Kerr Forster) commissioned 

by public sector and published earlier in the same year. More emphasis is put on 

supporting year-round tourism and moving towards sustainable tourism. The authors 

also stress the importance of carefully balancing the mix of tourists by combining 

volume with “high yield, low impact” tourists (PKF, 2013). 
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3 Target Marketing  

A market consists of all the potential customers sharing a particular need or want, who 

might be willing and able to engage in exchange to satisfy that need or want (Kotler et 

al., 2001). But markets are not homogeneous; on the contrary, they usually include 

customers who differ from each other in a number of aspects. Customers’ motivations 

and constraints, beliefs and preferences, lifestyles and behavior might vary greatly 

(Lilien & Rangaswamy, 2003). Therefore the same basic needs or wants can be satisfied 

by diversified products for different customers (Smith and Cooper-Martin, 1997). The 

times of the concept “one fits all” are in the past and companies survive and capitalize 

in competitive environment by applying differentiation strategies (Kotler & Armstrong, 

2012). 

Target marketing (or differentiated marketing) is considered as the cornerstone of 

modern marketing and is a relatively new concept (Guðlaugsson, 2008). It succeeds 

mass marketing (or undifferentiated marketing), which dominated at the same time as 

mass production concept focusing on low costs and homogeneity of products. Similarly 

to products, marketing messages were homogenous and appeared on all media 

channels a company could afford (Kotler & Armstrong, 2012). A good example is Ford’s 

T Model automobile. It was just one model, available in one color (black, because it 

dried faster), advertised the same way to all potential customers, and it sold in huge 

numbers, all as a result of its low price. It was a great success at a time and Henry Ford 

is considered not just a production, but a marketing genius as well (Levitt, 1960). But 

what worked a century ago doesn’t work nowadays. As the competition increased and 

the customers grew more demanding and sophisticated mass marketing was no longer 

sustainable. One of the reasons of its decreasing effectiveness was inability of 

customers to identify with the product or brand (Kotler, 1989). 

Taking into account the diversity of customers’ preferences and behavior patterns, 

companies came to realize that it’s often expensive, sometimes impossible and usually 

unreasonable to appeal to all customers on a market (Guðlaugsson, 2008). 

Furthermore, companies too differ significantly in their abilities to cater for various 
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market segments. Instead of trying a company must decide which customers it can 

serve the best and what is the best and most profitable way to do it (Kotler & 

Armstrong, 2012). 

Target marketing is based on dividing customers into groups with similar 

characteristics (market segments), choosing the most attractive one(s) of them and 

focusing the product development and marketing programs on those segments 

specifically. This method allows companies to direct their resources and efforts towards 

more promising buyer segments rather than let them be scattered with much less 

efficiency (Kotler et al., 2001). 

This way companies can develop a product specifically for a segment identified in 

advance, considering all known requirements and preferences, customers’ purchasing 

power and habits. They can also adjust the distribution channels and advertising 

techniques in order to reach the target market effectively (Kotler & Keller, 2009). These 

activities are likely to create added value of the product which is beneficial for both - 

the target customer and the company (Lilien et al., 2007; Aaker et al., 2000). 

The process of target marketing consists of three phases, as shown in the Figure 2: 

market segmentation, market targeting and market positioning. 

 

Figure 2. Six steps in market segmentation, targeting and positioning. 

Source: Kotler et al., 2001, p.380. 

Market segmentation includes identification of criteria for segmenting a market and 

the actual process of dividing customers into smaller, manageable groups according to 

chosen criteria. During the phase of market targeting the segments’ attractiveness is 

measured and the most attractive segment(s) is/are selected. And finally the market 
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positioning phase concerns the development of positioning strategies for every target 

market and development of marketing mix for each of them. Branding decisions pertain 

to the last phase as well (Kotler et al., 2001). 

3.1 Market segmentation 

In one sense segmentation is a strategy used to concentrate and optimize 
resources within an overall market. In another sense, it also refers to that 
group of techniques used for segmenting a market. (Mercer, 1996, p. 134) 

The roots of the very idea of market segmentation reach far in the past, to the times 

when Hippocrates created a typology of people based on their physical attributes 

(Dolnicar, 2002). According to Dickson & Ginter (1987) segmentation of markets and 

product differentiation has always been present to some extent, as soon as the 

suppliers (craftsmen and merchants) had to overcome competition. But it was only in 

the second half of 20th century that the modern concept of market segmentation was 

introduced by Smith (1956) in his work “Product Differentiation and Market 

Segmentation as Alternative Marketing Strategies.” And more than two decades later it 

was brought to wide attention by Wind (1978). 

Market segmentation process involves dividing actual and potential customers into 

smaller groups with distinct needs, characteristics, or behavior (Smith, 1993). It is 

important that the groups consist of the customers whose valuations of a product or 

service almost don’t differ within the segment and differ significantly among segments 

(Hoek et al., 1996). 

By dividing customers into groups, companies get an opportunity to study each of 

them better and scrutinize on the segments they find the most suitable. This provides 

them with a possibility of deeper understanding of customers’ needs, wants and 

preferences and developing offers accordingly (Kotler & Keller, 2009). But there is one 

difficult question every company must answer: how many segments should it be? Of 

course, every customer is unique, he/she is different from anyone else at least in one 

characteristic. There is literature proposing the idea of ultimate segmentation or “the 

segment of one” (Kucera & White, 2013); there are also cases when full (or mass) 

customization is possible (for example, suits sewed on demand). But in most cases it is 

unnecessary and unreasonable as the results of full customization don’t yield its costs. 
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So companies must compromise and find the golden mean between mass marketing 

and mass customization (Kotler et al., 2001). 

One of the main goals companies try to achieve by segmenting markets is to find the 

difference in customers’ responses toward various marketing programs (advertising, 

coupons, discounts, etc.). If customer segments don’t show the difference in responses, 

it means they were identified incorrectly and will be in fact of no use for marketing 

purposes. It can happen if the criteria used for segmentation process has very little (or 

none) correlation with customers’ responses on marketing programs or customers’ 

valuation of product/service (Dillon et al., 1994). For example, age might or might not 

have such correlation in different cases.  

The process of segmentation includes application of dependent (bases) and 

independent (descriptors) variables (Kotler & Armstrong, 2012). In this context 

customers’ responses on marketing programs and customers’ valuation of 

product/service are dependent variables and characteristics like age, income, origin are 

independent. Segmentation can be made from both sides. One way is to divide 

customers into groups according to independent variables, choosing them based on 

theoretical knowledge and previous experience. The problem here is that often the 

most useful data is the most difficult to obtain, for example customers’ attitudes or 

lifestyle (Lilien & Rangaswamy, 2007). When the groups are defined the difference 

between dependent variables is checked.  

The other way is the opposite. The customers are divided into groups according to 

dependent variables and then independent variables are described. The customers can 

be segmented for example according to price sensitivity, and afterwards characteristics 

described for each segment (family status, income, etc.) (Wind, 1978). 

In order to better understand the structure of a market one needs to consider all 

segmentation variables and try several variations to choose from (Jackson, 2007). The 

most widely used classification of segmentation variables includes four groups (Table 1): 

geographic, demographic, psychographic, and behavioral (Kotler et al., 2001). 
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Table 1. Four groups of segmentation variables. 

Segmentation 
variables group 

Description and examples 

Geographic  Geographic segmentation implies dividing customers according to 
their residential area. It can be a country, a county, a city or even a 
city district. They can be also segmented according to the type of 
inhabited locality – city center, suburbs, rural area, etc. 

Demographic Demographic segmentation takes as a base such characteristics as 
age, nationality, family size, occupation, education, income and so 
on. This information is very concrete and usually fairly easy to 
obtain, but at the same time it is almost never enough by itself to 
form useful segments. 

Psychographic Psychographic segmentation is widely used because it gives 
marketers a closer vision of what customers’ preferences might be, 
which specific needs and wants they might have. Psychographic 
characteristics include personality features, lifestyle, social status, 
etc. 

Behavioral Behavioral segmentation is unique in a way, because it doesn’t only 
describe a customer, but the relationship between a customer and a 
product. According to Kotler & Armstrong (2012), the main criteria 
for behavioral segmentation are occasions, benefits sought, user 
status, usage rate, and loyalty status. 

 

In order for segmentation to be effective it has to apply to several requirements 

(Frank et al., 1972; Kotler et al., 2001; Piercy & Morgan, 1993; Thomas, 1980). First of all 

the segments defined should be measurable – the marketers should be able to estimate 

the sizes and purchasing power of each segment. Secondly, the segments must be 

accessible – if companies cannot reach and serve a segment, they should not consider 

it. Thirdly, the segments must be substantial or large enough to become profitable; 

otherwise, again, a segment is not worth considering. Fourthly, the segments must be 

differentiable or distinguishable and have different responses toward different 

marketing efforts (Frank et al., 1972). The fifth criterion was offered by Thomas (1980): 

the segments must be stable, otherwise they are useful only within a short time period. 

Kotler (2001) offers the set of the first four criteria with an addition of one more to 

them – actionability. The segments should be actionable, meaning that it should be 

possible for a company to develop appropriate offers and programs. 
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3.2 Market Targeting 

After the phase of segmentation is completed, companies face a choice of several 

market segments. The next steps for them are to evaluate each of the segments and 

make a decision about how many segments a company intends to enter and on which 

segment(s) it is going to focus (Kotler et al., 2001; Ries & Trout, 2001). This process is 

termed market targeting. 

Market targeting starts with defining the criteria of segments evaluation or the 

measurements of segments attractiveness. The evaluation criteria can be divided into 

three groups: (1) segment size and growth potential, (2) competition within the 

segment, its saturation, protectability and external risks, (3) fit, relationships with other 

segments and profitability (Lilien & Rangaswamy, 2007).  

Each of the issues must be considered carefully as the first impression might be 

deceptive. Take for example the size of the segment and its growth potential. While it 

might seem obvious that the larger the size and growth potential, the more 

opportunities the segment has for a company, it’s not always this way. Usually such 

promising segments are characterized by highly competitive environment and attract 

large companies which are able to face it, sometimes thanks to economies of scales or 

well established brand name for example. At the same time smaller companies might 

find it impossible to withstand such fierce rivalry and decide not to enter large 

segments. Instead they can choose to serve smaller segments with specific needs in 

which the large companies are not interested. A company can develop then a product 

tailored according to special requirements of the segment, target its marketing 

programs towards potential customers and create a bond between them and establish a 

strong brand. Creating added value for customers provides a company with an 

opportunity to charge higher price for differentiated products and leads to a beneficial 

situation for both parties (Kotler et al., 2001; Lilien & Rangaswamy, 2003). 

Depending on the circumstances a company might choose one out of four different 

targeting strategies: (1) undifferentiated (mass) marketing, (2) differentiated 

(segmented) marketing, (3) concentrated (niche) marketing and (4) micromarketing 

(local or individual marketing) (Kotler & Armstrong, 2012).  
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Undifferentiated or mass marketing implies targeting all customers on the market 

with the same marketing program and offering them a uniform product or service. This 

method has become obsolete with time and is seldom used nowadays. Differentiated or 

segmented marketing means targeting all or most of the segments on a market with 

specifically developed offers and marketing efforts for each of them. Such a strategy is 

often pursued by large companies with a wide range of products and/or brands. The 

companies using concentrated or niche marketing focus on one or few narrow 

segments with special needs and preferences and try to reach a strong position within 

these segments. And finally, micromarketing implies customizing offers and marketing 

efforts directly to individuals or small localities (like a neighborhood or a district of a 

city). When choosing the target segments the two pivotal issues must be considered – 

the target market should be attractive and the company should have the capacity to 

attend to it (Guðlaugsson, 2003). It is also important that the requirements of the target 

market do not contradict the company’s strategy (Kotler & Keller, 2009). 

There are miscellaneous factors influencing the decision about market targeting 

strategies, they include the stage of the product life-cycle (emergence, growth, maturity 

or decline), customers’ value requirements, the industry structure, the resources and 

capabilities of the company, the potential of acquiring competitive advantage, etc. 

(Lilien & Rangaswamy, 2007). 

3.3 Positioning and Differentiation 

While market targeting process answers the question “What customers to serve?” the 

next step (positioning and differentiation) answers the question “How to serve them”. 

Positioning is the way a company chooses to distinguish its own product from 

competing products in the customers’ minds (Kotler et al., 2001; Lilien & Rangaswamy, 

2007). The firms must define where they are strong, focus on these aspects and position 

their products from that standpoint, delivering customers higher value than the 

competitors (Webster, 1992). 

In the age of digital technology people receive and have to process more and more 

information every day. It is easier now to do both – for customers to find information 

about products and for companies to find the way to communicate information to 

customers. But with constantly increasing fragmentation of markets, multiple segments 
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emerge and the variety of products is growing (Ries & Trout, 2001). This can confuse 

customers and makes it difficult (or sometimes impossible) for them to thoroughly 

evaluate available options (Kotler & Armstrong, 2012). Positioning and branding 

facilitates the choice process as a customer might buy a familiar brand or the one which 

was claimed to have the qualities deemed the most relevant to the customer. 

Product position is the place the product takes in customers’ minds compared to the 

products of competitors (Kotler et al., 2001). In order to achieve the product’s desired 

position the companies should account for each element of the marketing mix, or each 

“P”: product, price, place and promotion (Ries & Trout, 2001).  

Product. Everything starts with the product: as soon as a company identified 

customers’ needs and wants and promised to satisfy them with its product it should 

make sure that it delivers on the promise (Kotler & Armstrong, 2012). For example, if 

Volvo positions its automobiles as safe ones, it should make sure that they are so: the 

company should be able to describe the specific features which make the automobile 

safer than the other makes and present the results of crush tests that prove the 

statement. Of course, with the low-involvement products which are bought on regular 

basis the customers’ own experience is often enough for a proof.  

Price. Pricing decisions play a pivotal role in positioning process. Product’s price can 

send different messages to the customers and can be understood differently by various 

segments (Ries & Trout, 2001). A cheap product can be considered in one case a bargain 

and a low-quality and not prestigious in the other. At the same time an expensive 

product can be thought of as a luxury item on the one hand or just an overpriced, 

uncompetitive product on the other hand. 

Place.  Distribution channels take part in a company’s image and positioning as well. 

It is important that distribution channel’s image is in accordance with the positioning 

statement and image of a company or product brand (Guðlaugsson, 2003). For example, 

fashion apparel or expensive cosmetics are not found in cheap discount stores. 

And finally promotion. This element is almost entirely in the hands of the marketers 

and is aimed at sending direct messages to the target market, projecting the desired 

positioning of the product.  



19 

But the eventual product position is not under a total control of the companies. Even 

if a company doesn’t undertake any positioning effort, its product will still have a 

certain image and place among competitors; but one wouldn’t want to leave it to 

chance (Kotler & Armstrong, 2012).  As soon as positioning process happens in 

customers’ minds (Ries & Trout, 2001), there are miscellaneous factors which have an 

impact on it (such as customers’ own perceptions and feelings, word of mouth and a 

host of situational factors socially and physically). 

It is impossible for a company to become profitable on a market without a 

competitive advantage. It can be achieved by providing consumers higher value by 

either offering a product for a lower price or a product of superior quality with more 

benefits (Kotler et al., 2001). A company must decide then on what benefit(s) it is going 

to focus. It might be just one statement (then a company must make sure that there are 

no companies which position themselves the same way) or a set of benefits (here care 

should be taken not to use too many attributes, which might result in a confusing 

message). The full set of benefits on which a product/brand is positioned is a value 

proposition. It answers a question: “Why a customer should by this product/brand?” 

Kotler & Armstrong (2012) offer a matrix which describes different variations of value 

proposition in two dimensions – price and benefits. The matrix is presented in Figure 3. 
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Out of the 9 options in the matrix, 5 are “win” situations (green color), 3 are “lose” 

situations (red color) and one (yellow) depicts a situation, when a company is in exactly 

the same position as its competitors. 

Successful implementation of target marketing techniques is vital for companies’ 

survival in various spheres and industries. 

3.4 Target Marketing in Tourism 

Target marketing is an essential part of the complex of marketing activities in the 

tourism industry. There are numerous reasons for that. One of the most important 

reasons is the fact that only a small, but growing fracture of the world population can 

afford and chooses to conduct an international trip in any single year. Besides that this 

small percentage of population is distributed neither evenly, nor randomly (ETC, 2007). 

The situation is most often the opposite: minorities within groups of population account 

for the highest demand rates on tourism products and services. This phenomenon is 

sometimes called the Pareto principle (after the Italian social scientist who discovered 

it). Tourism propensity is a term usually applied in tourism industry, meaning the 

variation existing between segments or groups of people in respect of their likelihood to 

take an international trip. For example, North America and Western Europe have higher 

tourism propensity than Africa and South America, which means that a higher 

percentage of population of the former ones travels abroad at any single year. Tourism 

propensity varies as well between different segments within a region or a country. For 

example people with higher income have higher tourism propensity than those with 

lower and people with longer paid vacations are more likely to travel abroad than those 

with shorter paid vacations (Seaton & Bennett, 1996). 

The benefits provided by target marketing in tourism industry are generally the same 

as in other spheres of economy. They include better understanding of the market, 

maximizing marketing returns on investments and more effective communication with 

consumers (Pesonen, 2013).  

In the process of segmenting tourists, targeting tourist segments and positioning 

products to them the general segmentation theories and techniques are widely used. 

Nevertheless the specifics of the industry call for changes and precisions in target 
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marketing practices. One of the fundamental reasons is that in tourism the term 

“product” is most often understood either a service or a country as a destination. 

3.4.1 Segmentation of tourist market 

Just like in any other sphere of the economy, segmentation process in tourism can be 

performed on a number of bases. There is no one clear answer at the moment to the 

question on which one of the approaches is the best. A number of marketing academics 

have been working on the subject, but a consensus has not been reached. Table 2 

illustrates several proponents of different approaches to segmentation in tourism. 

Table 2. Approaches to segmentation in tourism and their proponents. 

Segmentation basis Proponents 

Benefits sought Frochot & Morrison, 2000 

Country of origin McCleary et al., 2006 

Travel motivations Laesser et al., 2006 

Psychographic variables Hallab et al., 2003 

Personality Plummer, 2000 

Values Kamakura & Novak, 1992 

Price sensitivity and purchasing decisions Bucklin, Gupta and Siddarth, 1998 

 

In tourism industry two main methods of segmentation are used - a priori and post 

hoc (Dolnicar, 2002; Moscardo et al., 2001). A priori method is studying travel behavior 

(or what the tourists do), while post hoc method is based on studying tourists as 

individuals (or who the tourists are).  

Moscardo et al., 2001 offered a model according to which two categories of 

segmentation variables pertain to each of the two methods. The categories and 

examples of variables are illustrated in Table 3. 
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Table 3. A priori and post hoc methods of segmentation. 

Methods Categories Variables 

A priori  Demographic  

 

Gender, age, occupation, family size 
and stage, income 

Geographic  Residence location 

Post hoc Psychological/lifestyle  

 

Beliefs, attitudes, values, personality 
features, benefits. 

Behavioral  

 

Types of trips taken, frequency of 
travelling, information sources and 
distribution channels used. 

 

Dolnicar (2002) approaches the two methods from a little different angle. She uses 

the terms “commonsense” (for a priori) and “data-driven” (for post hoc) methods of 

segmentation. The difference between the two is whether the segmenting (grouping) 

criteria are decided or not in advance. In commonsense method the variables deemed 

appropriate for segmentation of a market are chosen (for example, age, occupation, 

origin, etc.) and set as segmentation basis. The other variables on which the data is 

available act as descriptors. In data-driven method, at a turn, it is not known in advance 

how the segments will be formed, which variables will be bases and which of them – 

descriptors. The first step is collecting data on several significant variables, usually by 

conducting a survey or obtaining data that has already been collected. Except for 

people’s opinions and attitudes learned through surveys, the actual behavioral data can 

be used as well, such as visits of a website or click streams of online advertisements. 

The second step is data analysis, usually performed with the help of specialized 

software.  

Both of the methods have their weak spots. Hoek et al. (1996) point out that a priori 

segmentation method might not result in forming homogenous response groups. For 

example, people of the same age group or the same geographic area might react 

differently to marketing efforts. At the same time post hoc method might lead to 

misconceptions and subjective conclusions, as in a large part the segmentation process 

itself depends on a researcher (Dolnicar & Grün, 2008). Therefore, in each case market 
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segmentation procedure must be preceded by a careful study of the situation and 

circumstances that might influence the choice of segmentation methodology.  

This work approaches market segmentation process in tourism from two points of 

view: the first is of a national travel organization (later NTO) promoting a country as a 

destination and the second of a cruise company. 

3.4.2 Tourism market segmentation conducted by NTOs 

Most countries in the world count on tourism as on a source of income to some extent. 

For some it is a small industry in its development stage, while for others it is a large part 

of foreign revenues or even GDP (UNWTO, 2014). In order to maximize the positive 

effects for a destination from tourist arrivals, country’s government must work out a 

sound strategy and tourism objectives. For those purposes the NTOs are usually 

founded. Some of their primary responsibilities are to investigate, identify, quantify and 

prioritize the most attractive tourist segments for the destination (ETC, 2007). 

The process of prioritizing especially is difficult for NTOs, because they have to 

account for many aspects while choosing the target segments. While for-profit 

organizations usually assess the segments according to current or predicted 

profitability, NTOs have to take into consideration other tourism objectives besides 

profitability (like evening out seasonality and geographic distribution of tourist arrivals). 

They can also advocate the interests of industry stakeholders if the NTOs are financially 

dependent on them. And the most important – NTOs are usually not involved in the 

management of actual tourism products or services (hotels, restaurants, sport facilities, 

etc.) 

European Travel Commission (ETC) has conducted an extensive research in the 

sphere of tourist market segmentation by NTOs. The research included a deep study of 

the literature available on the subject as well as an empirical study including NTOs from 

30 countries. The results of the research contain ample useful information for decision-

making on market segmentation, targeting and positioning on NTO level, including a 

detailed description of 15 available segmentation methodologies applied to tourist 

market.  
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1. Socio-demographic segmentation 

2. Purpose of trip segmentation 

3. Visiting friends and relatives (VFR) segmentation 

4. Trip pattern and structure segmentation  

5. ‘First time’ versus ‘repeat visitors’ segmentation  

6. Benefit segmentation  

7. Activity segmentation  

8. Motivation segmentation  

9. Lifestyle segmentation  

10. Niche market segmentation  

11. Geo-demographic segmentation  

12. Price segmentation  

13. Media audience segmentation 

14. Internet segmentation  

15. Business to business segmentation  

Based on classification of segmentation methods described previously in the chapter, 

these fifteen methods can be divided into two main groups: post hoc and a priori. The 

former one would include such methodologies as trip pattern and structure 

segmentation, ‘first time’ versus ‘repeat visitors’ segmentation, benefit, activity, 

motivation or lifestyle segmentation. The latter one, at a turn, would include such 

methodologies as socio- and geo-demographic segmentation, for example. 

In the text below a short description of the most widely used segmentation 

methodologies in tourism is outlined. 

1. Socio-demographic segmentation.  

Socio-demographic segmentation is a very important and useful tourist 

segmentation methodology, it is also one of the oldest (ETC, 2007). The information 

used in the process of socio-demographic segmentation (age, gender, education, 

occupation, income, location of residence, family size, life stage, etc.) are very 

descriptive in the respect of “who the tourists are.”  

ETC research work underlines the significance of three categories for creating tourist 

segments profiles: 
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1) Location of residence. Even though the tourists from any single country differ 

from one another in many respects, they also have a lot in common – their mentality 

and way of thinking. What else they have in common, that is very important in tourism, 

is the distance between their homes and the destination. In most of the cases 

destination’s accessibility and the distance to it play a significant role in individual’s 

travel decisions. 

2) Life stage, family status and size. A widely used classification of travelers 

according to these criteria includes (1) singles (can be broken down into groups 

according to the age), (2) couples without children (also can be broken down into 

groups according to the age, “empty nesters” are often singled out as a separate 

segment), and (3) couples with children (ETC, 2007). These segments often differ from 

each other in their preferences, special needs, ways of travelling, accommodation 

requirements, activities undertaken, etc. 

3) Occupation status and income. Occupation often determines availability and 

flexibility of individual’s free time, such as the length of paid vacation and possibility to 

take it at one time or on the opposite – break it in shorter terms. The income size, at a 

turn, directly influences individual’s purchasing power. 

It is necessary to remember though that useful, actionable segments can’t be formed 

on the basis of a single variable. That’s why visitor study surveys usually include several 

of the socio-demographic variables often together with travel behavior variables and 

trip details (such as expenditures (total or daily), length of stay at the destination, 

travelling group size, etc.)  

2. Purpose of trip segmentation  

This segmentation methodology is used exclusively in tourism industry. It is based on 

dividing tourists into groups (segments) according to their main purpose of visiting a 

destination. A commonly used classification includes the following segments: 

 Leisure tourists 

 Tourists visiting friends and relatives (VFRs) 

 Business tourists 

 Event tourists  
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 Tourists travelling with the purpose of education 

 Tourists travelling with the religious purpose (pilgrims), etc. (ETC, 2007) 

These are of course only the major groups, there are more reasons for travelling 

available. One should keep in mind as well, that a trip can combine two or more 

features. 

Purpose of trip is not a sufficient variable as the only segmentation basis, but it 

provides important insights into the reasons and motivations for travelling, its nature 

and the activities likely to be undertaken. It also can describe to some extent seasonal 

fluctuations and geographical unevenness in distribution. For example, leisure tourists, 

especially those who come for “3S” (sea, sun, sand) are more likely to visit Italy in 

summer, while VFRs and business tourists are more evenly distributed throughout a 

year. 

3. ‘First Time’ Versus ‘Repeat Visitors’ Segmentation.  

This segmentation methodology differentiates between tourists with and without 

first-hand experience of visiting the destination. It is very useful to distinguish between 

these two groups as they often differ in their travel behavior, as well as needs and 

preferences. For example, first time tourists might need more information about 

destination, as they don’t have personal experience; they are also more likely to depend 

on travel agencies in the trip planning process and purchase packaged tours. Activities 

choice differs between the groups as well, the first time tourists usually spend more 

time sightseeing and tend to visit popular tourist attractions, while repeat tourists might 

have already done that and often prefer to discover less popular, hidden points of 

interest. They also often are specific activity enthusiasts (rock-climbing, surfing, for 

example). 

Another reason for studying first time and repeated visitors separately is the 

possibility of turning the former ones into the latter. The chances of success in 

convincing first time tourists to return to a destination can be increased if the reasons 

of the repeat visitors to return are studied carefully.  They can provide NTOs with 

insights into the destination’s advantages and attractiveness from the visitor’s point of 

view which can be used as a leverage in marketing the destination. 
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4. Benefit Segmentation and Activity Segmentation. 

Benefits sought segmentation and activity segmentation are considered as separate 

methodologies, they are strongly interconnected in the sphere of tourism. Benefit 

segmentation methodology is based on differentiating the tourists according to the 

benefits sought by them (just like in segmentation of physical product buyers, except for 

in this case the product is a travel destination). The benefits can vary from climate and 

landscape to pieces of art or culinary adventures. 

Activity segmentation is based on dividing tourists into groups according to the 

activities they engage in during their visit to a destination. For example, some are more 

interested in sightseeing and visiting the museums or art galleries, the others prefer to 

camp and enjoy the nature, yet the others travel to attend a concert or festival, etc.  

Applying these two segmentation methodologies can help NTOs to determine which 

aspects of tourist infrastructure have the development priority (which of them are the 

most in demand or which of them are insufficient). 

Some segments identified through benefit and/or activity segmentation might turn 

up attractive and fairly easily accessible and provide an opportunity for concentrated 

(niche) marketing. For example, skiing enthusiasts might be reached through specialized 

magazines and websites. 

There are more segmentation methodologies available, also useful for NTOs, for 

example motivation segmentation, lifestyle segmentation, etc. 

3.5 Cruise market segmentation 

Cruise ship passengers can be segmented based on various methodologies, most of 

which come from the general market segmentation theory. However, cruise industry 

has its own specific features when it comes to target marketing. Some of the most 

useful segmentation methodologies in cruise industry include three aspects of socio-

demographic segmentation: 

a) Geographic segmentation is necessary because any single cruise trip starts at a 

specific port, and in most cases the passengers come from surrounding territory (at 

least from the same or neighboring country), but of course sometimes passengers fly (or 

arrive by other transport) to the port city from far away in order to take a cruise. It is 
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also often a case that the whole cruise portfolio of the company departs from the ports 

of one or a few countries in one region. 

b) The family cycle stage is extremely relevant in cruise industry. This variable 

influences greatly passengers’ requirements to ship’s facilities, activities and 

entertainment on board. There are, of course, ships that cater for needs and interests of 

several (or all, to some extent) groups within this classification, but there are also the 

ships focusing only on one or two groups (for example, adult only ships or, on the 

opposite – family-friendly ships). 

c) The income is significant because cruises still in a big part pertain to a luxury 

product category, even though recently the cruise companies pay more and more 

attention to the middle class and to younger, less affluent customers. 

Socio-demographic segmentation is often used by organizations in cruise industry, 

such as CLIA, GP Wild, and, of course, the cruise companies (Vogel et al., 2011). 

DVB Bank, 2004 distinguishes between five segments according to socio-economic 

approach: Budget, Contemporary, Premium, Luxury, and Ultra Luxury. 

It is mainly based on the price, quality and originality of a cruise trip. The further up is 

the segment from “budget” to “ultra luxury”, the higher is the price; the higher are the 

quality of service, food, facilities and other factors of cruise experience. 

Wood (2004) distinguishes between four segments according to similar criteria. First 

he divides them in three main groups and then describes the forth one separately. The 

first segment is budget passengers, who intend to travel cheap and agree to such trade-

offs as older and less luxurious ships. The next are contemporary passengers, which 

constitute a rather wide range in terms of prices and tend to travel with large cruise 

lines. And the third segment is premium passengers, who can afford and buy expensive 

trips and are often older than those in other segments. The forth, separate group of 

cruise passengers are the elite, who actually own cruise chips and sail very often. 

There are other variations of segmentation according to socio-economic variables. 

For example Cruise Planners divide cruise lines into four groups according to these 

criteria (including not only price and quality, but the lifestyle on-board and the general 

vacation experience as well) and segment passengers on the product basis.  
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The groups are: (1) first class, (2) premium, (3) luxury and (4) specialty cruise lines 

(Cruise Planners, 2014).  

1) The first class cruise lines are characterized with large ships but small cabins, one 

week and shorter trips, more family friendly and activity oriented.  

2) Premium cruise lines are characterized with medium-sized ships and large 

cabins, one week and longer trips, often mostly for adults, relaxation-oriented.  

3) Luxury cruise lines characterized with small ships and very large cabins and 

suites, relaxation-oriented, long trips of 10 and more days, usually are not family 

friendly. 

4) Specialty cruise lines are characterized with very small ships, few sports and 

entertainment facilities, usually are not family friendly, are adventure-oriented. 

Apart from socio-demographic and product segmentation, many other 

methodologies from the general marketing theory can be used, such as ‘first time’ 

versus ‘repeat cruisers’ segmentation, benefit segmentation and lifestyle segmentation 

for example. Two of the most recent interesting works dedicated to market 

segmentation of cruise passengers were about passengers’ motivations and reputation 

of cruise lines. 

According to Petrick (2011) cruise line’s perceived reputation has a very strong 

impact on cruise passengers’ perceptions of price sensitivity, quality, value, satisfaction, 

word of mouth and repurchase intentions. In the course of his research the passengers 

were divided into perception groups, then the latter ones were compared on the 

variables listed above. The difference between groups proved to be significant. 

The motivation subject was investigated by Jones (2011). Three motivation aspects 

were studied: information sources, vacation attributes, and motives derived from the 

Leisure Motivation Scale. The research concluded that knowledge of passengers’ 

motivations gives good insight for cruise companies about the reasons of passengers’ 

decisions to cruise and their choice of specific cruise trip of itinerary. 
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4 Segmentation of cruise passengers by cruise lines 

Often the cruise passengers are referred to as one segment of tourists coming to a 

destination. Truly, they have a lot in common and differ from other tourists in some 

respects. For example, they don’t need accommodation at destination ports and have a 

very short limited time on shore, almost in all cases it is under 12 hours (Associated 

Icelandic Ports, 2015). 

At the same time though, they are not a homogenous group, and vary greatly 

according to different factors. One might say that segmenting cruise passengers is in a 

way easier than other tourists for NTOs and local companies serving tourists. And the 

reason for it is that the large part of work is already done for them. The lists of cruise 

ships arriving to the country are known long in advance. The group of passengers 

coming on one ship is by no means completely uniform, but they have a lot in common. 

Each cruise line has its target market that is defined by multiple criteria (nationality, 

social status, family cycle stage, life style, benefits sought to mention a few). The target 

market becomes even more narrowly defined on the level of each cruise ship. 

Therefore, by studying carefully arriving cruise ships and their owner companies, one 

gets an idea of what the passengers are like. 

In this chapter are presented the results of a secondary research. The 

representatives of cruise lines visiting Iceland are described including their special 

features and target markets. A brief comparison of large and small cruise lines is drawn 

in conclusion. Due to large number of brands on cruise market, in this chapter the focus 

is made on representatives of cruise lines who visit Iceland most often. By larger cruise 

lines are meant all the brands included into the corporations of “The Big Four”, and 

cruise lines not included there are referred to as smaller cruise lines for the sake of 

simplicity. 
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4.1 The cruise lines’ profiles 

The cruise industry is represented by numerous companies but more than 83% of the 

market share belongs to the four largest corporations in the sphere – so called “The Big 

Four” (Cruise Industry News, 2014). As can be seen in the Table 4, the market share is 

not evenly distributed within “The Big Four” either, with 69% belonging to the largest 

two corporations (Carnival Corporation and Royal Caribbean Cruises) and only 14.2% to 

MSC Cruises and Norwegian Cruise Line. The other cruise lines are considerably smaller 

and have market share less than 2.5% each (Cruise Industry News, 2014). 

Table 4. Market share of “The Big Four”. 

Source: Cruise Industry News (2014). 

Cruise company Market Share 

Carnival Corporation 45,5% 

Royal Caribbean Cruises 23,5% 

MSC Cruises 7,1% 

Norwegian Cruise Line 7,1% 

Total for “The Big Four” 83,2% 

 

4.1.1 The largest two cruise lines 

In this subchapter the two largest cruise lines are described: Carnival Corporation and 

Royal Caribbean Cruises. 

4.1.1.1 Carnival Corporation 

Carnival Corporation is a global cruise company. It is the largest in the industry and 

serves almost half of the cruise market (Cruise Industry News, 2014). It has 

headquarters in Miami, Florida, U.S.A., and London, England. The company has under 

operation a fleet of 102 ships with over 190 thousand lower berths, plus 7 more ships to 

be delivered before spring of 2016 (Carnival Corporation, 2015).  At any given time 

Carnival has more than 277 thousand people sailing aboard ships of its fleet (with 

around 200 thousand guests and 77 thousand employees on board) (Carnival 

Corporation, 2015). 
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Carnival’s cruising area spreads far around the world and includes highly varied 

points of destination. They cover, for example, the following destinations: Alaska, 

Bahamas, Baltic, Bermuda, Caribbean, Hawaii, Mediterranean, New England, North 

Cape, Panama Canal, South America, South Pacific and other worldwide destinations 

(Carnival Corporation, 2015).  

Carnival’s  Mission 

“Our mission is to take the world on vacation and deliver exceptional experiences 

through many of the world’s best-known cruise brands that cater to a variety of 

different geographic regions and lifestyles, all at an outstanding value unrivaled on land 

or at sea.” (Carnival Corporation, 2006) 

Carnival Corporation has a portfolio of 10 well recognized brands. Each of them has 

its own specifics and puts accent on particular target markets and types of travel 

destinations. Therefore they complement each other providing all sorts of offers for 

different segments: people in different age groups, with different interests and financial 

capabilities. 

The portfolio of brands includes: 

 AIDA Cruises, Germany 

 Carnival Cruise Lines, United States 

 Costa Cruises, Italy 

 Cunard Line, United Kingdom 

 Holland America Line, United States 

 Ibero Cruises, Spain 

 P&O Cruises, United Kingdom 

 P&O Cruises Australia, Australia 

 Princess Cruises, United States 

 Seabourn Cruise Line, United States (Carnival Corporation, 2015). 

Table 5 presents descriptions of four Carnival Corporation’s brands whose ships visit 

Iceland most frequently. 

 

 



33 

Table 5. Descriptions of 4 Carnival Corporation’s brands. 

Sources: Carnival Corporation, 2015; Cruise Critic, 2015; Holland America Line, 2015; Iglu Cruises, 2015; 

Princess Cruises, 2015; P&O Cruises, 2015; Ward, 2014. 

Name of brand, moto 
and logo 

Ships 
and 
berths 

Destinations Specific features and target market 

AIDA cruises 
 
The Ultimate Ships for 
German Guests 
 

 

9 ships 
16,442 
berths 

Mediterranean, 
Northern Europe, 
the Caribbean, the 
Arabian Gulf and 
around the Canary 
Islands 

Features: 
The brand is known for its youthful style, 
casual service and atmosphere. There is no 
dress code on board and the ships have 
gained the reputation of being a seagoing 
"club resort". There is a strong emphasis on 
wellness and fitness activities. 
Market: 
The company targets almost exclusively 
German-speaking market. Its customers are 
young, active and fun-loving vacationers. 

P&O Cruises (UK) 
 
A world of choice 

 

7 ships 
14,610 
berths 
 

Caribbean, South 
America, 
Scandinavia, 
Mediterranean, 
Atlantic Islands 
and around-the-
world cruises. 

Features: 
The brand keeps traditional and intimate 
style. Genuine service on board and 
attention to detail creates a sense of 
occasion. The company is family friendly. 
Market: 
The company targets mostly British market. 
Families, young and mature travelers are 
found on board of its ships (more emphasis 
on each group on different ships). 

Holland America Line 
 
A Signature of 
Excellence 
 

 

15 ships 
23,492 
berths 

Antarctica, South 
America, 
Australia/New 
Zealand, Asia, 
Caribbean, Alaska, 
Mexico, 
Canada/New 
England, Europe, 
Panama Canal and 
annual Grand 
World Voyage of 
over 100 days 

Features: 
The brand is known for its luxury - gracious 
service, spacious, elegant mid-sized ships, 
sophisticated five-star dining and extensive 
entertainment and activities. It offers 
traditional American style cruising 
experience with modern touches. 
Market: 
Families, young and mature travelers are 
found on board of its ships. 

Princess Cruises 
 
Let Princess take you 
on a complete escape 
from the   ordinary 
 

 

16 ships 
36,900 
berths 

Europe, Australia, 
Asia, Panama 
Canal, Hawaii and 
South America, 
etc. 

Features: 
The brand offers premium American style 
cruising experience with large variety in 
dining, entertainment and amenities. The 
company has introduced several new 
concepts to the industry (“Movies Under the 
Stars”) and its ships have innovative design. 
The company is family friendly. 
Market: 
Target market includes a wide range of 
travelers, varying after ships. Mostly they are 
affluent travelers. 
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4.1.1.2 Royal Caribbean Cruises Ltd. 

Royal Caribbean Cruises Limited takes the 2nd place in the cruise industry after Carnival 

Corporation and serves almost a quarter of the world cruise market (Cruise Industry 

News, 2014). It’s headquartered in Miami, Florida, United States. It operates the fleet of 

40 ships with total passenger capacity of approximately 94,000 berths. It is also in 

company’s plan to introduce three more ships before 2016; including them capacity is 

expected to reach 100,000 berths. Royal Caribbean Cruises Limited has its ships sailing 

almost all over the world covering about 400 destinations (Royal Caribbean Cruises, 

2015). 

Mission. Royal Caribbean Cruises’ mission is to “generate superior returns for our 

shareholders by empowering and enabling our employees to deliver the best vacation 

experience and enhancing the well-being of our communities” (Royal Caribbean Cruises, 

2015). 

Company’s portfolio includes 6 brands: 

 Royal Caribbean International 

 Celebrity Cruises 

 Pullmantur 

 Azamara Club Cruises 

 CDF Croisieres de France 

 TUI Cruises through a 50% joint venture (Royal Caribbean Cruises, 2015) 

Table 6 presents descriptions of two Royal Caribbean Cruises’ brands whose ships 

visit Iceland most frequently. 
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Table 6. Descriptions of 2 RCL’s brands. 

Sources: Celebrity Cruises, 2015; Cruise Critic, 2015; Iglu Cruises, 2015; Royal Caribbean International, 
2015; Ward, 2014. 

Name of brand, 
moto and logo 

Ships  Destinations Specific features and target market 

Royal Caribbean 
International 
 
Deliver the WOW to 
the global cruiser 
 

 

22 ships 
 

Vast choice of 
destinations 
across all 
continents, 
including 
cruise tour 
land packages 
in Alaska, 
Canada, Dubai, 
Europe, 
Australia and 
New Zealand 

Features: 
The brand offers premium American style 
cruising with unique and unusual 
experiences (like glacier trips) and 
extensive family programming. The 
company is innovative (numerous first-at-
sea innovations, like rock climbing wall 
and surf simulator). Its ships are large and 
the atmosphere is informal. 
Market: 
The company targets mostly North 
American passengers between the ages of 
30 and 55 (on the seven-night and shorter 
cruises), 50 and over (on cruises longer 
than seven nights), and families as well. 

Celebrity Cruises  
 
Modern luxury 
focused on North 
America, United 
Kingdom and 
Australia 
 

 

11 ships In addition to 
offering 
vacations 
visiting all 
continents, 
Celebrity also 
presents 
immersive 
cruisetour 
experiences in 
Alaska, 
Australia/New 
Zealand, 
Canada, 
Europe and 
South 
America. 

Features: 
The brand is known for its modern luxury, 
grand style and exceptional cuisine. Its 
ships have superior contemporary design, 
spacious accommodations and attentive 
service. 
Market: 
The company targets mostly U.S. market, 
also Canada, Europe, Australia and South 
America. Their target market mostly 
consists of “baby boomers” and their 
families, seniors and honeymooners. 

 

 

4.1.2 The smaller cruise lines 

In this subchapter the representatives of smaller cruise lines visiting Iceland will be 

described. 
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4.1.2.1 Phoenix Reisen 

 

Phoenix Reisen is a German travel agency which operates as well cruise ships. It 

started with organizing low-budget destination-intensive cruise trips, but is switching 

with time to more contemporary ships, providing higher quality food and service (Ward, 

2014).  

The firm is headquartered in Bonn, Germany and operates a fleet of 3 ocean cruise 

ships and approximately 50 river boats (Phoenix Reisen, 2015). The cruise ships are 

charted on the long-term basis in order to keep the costs down (Ward, 2014). 

Company’s market share comprises 0,5% (Cruise Market Watch, 2014). 

Phoenix Reisen’s destinations include North Sea, Baltic Sea, Norway (including fjords 

cruise), North Cape, Greenland, Mediterranean, Black Sea, the Atlantic islands, South 

America, North America, southern and central Africa, Asia (from the Orient to Thailand 

to the South China Sea), Australia and New Zealand, world cruises (Phoenix Reisen, 

2015). 

Company’s specific features: 

 very good itineraries 

 value for money 

 attractive pre- and post-cruise programs 

 on-board price transparency 

 low drink prices 

 no pushing of on-board merchandise 

Company’s  target market: 

 German market 

 mature travelers 

 mostly groups 

 travelers interested in history and culture 

(Papathanassis et al., 2014; Phoenix Reisen, 2015; Ward, 2014). 
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4.1.2.2 Thomson 

 

Thomson Cruises is a branch of Thomson Holidays – British largest travel agency and 

tour operator, which is a subsidiary of TUI Travel PLC. Company’s first endeavor to enter 

cruise market was from 1973 to 1976 proved unsuccessful because of rising fuel costs 

and large amount of companies entering the market. The second endeavor though was 

undertaken in 1995 and since then Thomson Cruises has been operating and gaining 

market share (Thomson Cruises, 2015). The latter now comprises over 1% of passengers 

and over 2% of revenue (Cruise Market Watch, 2014). 

Thomson Cruises specializes on providing low-price offers on cruises. Though it’s 

worth mentioning that the mother company – Thomson Holidays – is at a time in 

pursuit of a new program of aggressive modernization and investment which is 

supposed to switch company‘s orientation and later image from a „cheap deal“ to 

„better value“ (Marketing Week, 2014). Such a policy within Thomson Holidays is very 

likely to be transferred to Thomson Cruises as well, as to one of its divisions. 

The company operates a fleet of 5 ships which sail to a wide range of almost 100 

various destinations, mostly Mediterranean in the summer, Red Sea and Canary Islands 

in the winter months. 

Company’s specific features: 

 family friendly (daytime entertainment, different activities and children's 
clubs, specially chosen children's menu) 

 traditional, informal, dress code is casual 

 sails mostly 7-night repeat cruises 

Company’s target market: 

 broad cross-section of British middle class 

 many first-timers 

 families, couples and singles 

(Cruise Critic, 2015; Iglu Cruise, 2015; Thomson Cruises, 2015; Ward, 2014). 
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4.1.2.3 Cruise & Maritime Voyages 

 

Cruise & Maritime Voyages is a British privately owned cruise line, one of the 

youngest in the cruise industry. It was formed in 2009 and launched in the following 

year (Cruise Business Online, 2009). The preceding company acted as a sales and 

marketing representative of several small cruise lines in UK. 

Cruise & Maritime Voyages is headquartered in Essex, UK and operates cruises from 

8 UK ports (Cruise & Maritime, 2015). In the last two years the company enjoyed 95% 

customer satisfaction rate and accounts for 0,5% market share (Cruise Market Watch, 

2014). The company claims to put strong emphasis on maintaining high level of 

customer satisfaction and “providing attentive and friendly service standards.” In its 

rather short history the company was nominated for several awards (Cruise & Maritime, 

2015).  

The company operates a fleet of 5 ocean cruise ships and 3 river cruise ships. Its 

destinations range from Europe to America, to Australia. 

Company’s specific features: 

 adult only (16 and over) 

 small, vintage ships 

 traditional 

 leisurely style  

 entertainment isn't flashy 

Company’s target market: 

 mostly British, also Australian and US market 

 mature travelers 

(Cruise Critic, 2015; Cruise & Maritime, 2015; Iglu Cruise, 2015). 
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4.1.2.4 Fred. Olsen Cruise Lines 

 

Fred. Olsen Cruise Lines belongs to the Fred. Olsen Group. It‘s originating in Norway 

in 1848 and owned by Bonheur and Ganger Rolf. The company is still owned and 

operated by the family that originally founded it back in the 19th century. Fred. Olsen 

Cruise Lines’ headquarters are in Ipswich, Suffolk, UK (Fred. Olsen Cruise Lines, 2015). 

The company operates a fleet of 4 cruise ships sailing to a range of destinations 

including Mediterranean, Canaries, Baltic, Scandinavia, Norway (fjord cruises), the 

Caribbean. Long cruise tours as well: ‘Around South America’ and ‘Around the World’ 

(Fred. Olsen Cruise Lines, 2015). 

Fred. Olsen Cruise Lines’ market share comprises 0,1% (Cruise Market Watch, 2014). 

Company’s specific features: 

 small ships (able to dock in smaller ports) 

 traditional (not floating hotels) 

 British style cruising 

 often organized theme cruises 

 elegant  

 high quality 

 friendly and warm atmosphere and service 

 each ship provides different experience 

 interior decor is comfortable and attractive but not flashy 

 evening entertainment is muted and old fashioned 

 "British country house" atmosphere at sea 

Company’s target market: 

 adults, seniors 

 average age is 67 

 couples and singles 

 several generations of families cruising together 

 groups of friends 



40 

 UK citizens (almost all departures are from ports in UK and if not, then there 
is a flight transfer) 

 recently started marketing towards US citizens 

(Cruise Critic, 2015; Fred. Olsen Cruise Lines, 2015; Iglu Cruise, 2015) 

4.2 Comparison of larger and smaller cruise lines 

In general, the ships belonging to large cruise companies have much in common; so do 

the ships of smaller cruise companies. So, in what ways are the large cruise companies 

similar to each other from the point of view of a cruise passenger? They usually offer a 

well-packaged cruise vacation with the most common length of one week, including 

time spent at sea and in ports (Ward, 2014). They provide passengers with a large 

variety of dining options and extended range of all-around-the-clock entertainment, 

including large-scale Broadway-style shows, casinos and art auctions. They also have 

large shopping malls, water parks, fitness and wellness facilities. Some of the cruise 

lines are more traditional and stick to the conventional types of entertainment (such as 

mentioned above, or music concerts, or theatre shows). The others are more innovative 

and adventurous offering first-at-sea activities as surfing or rock climbing on board. 

Most of the ships have entertainment facilities and programs for children and access to 

the Internet. On the down-side, the ships are often large, or sometimes medium sized, 

and crowded. It can result into the passengers spending their time waiting in lines or 

unable to relax and rest calmly. 

Though most of the ships belonging to the large cruise companies have much in 

common, they nevertheless differ in a number of aspects. They vary, for example, 

greatly in style and decor, dress code, availability and size of various facilities, crew-to-

passenger ratio, service, food and maintenance of the ship (Ward, 2014). 

Smaller cruise lines operate in a different way. Unlike the large corporations, many of 

smaller cruise lines are still family-owned or are a part of a tour operator. They usually 

operate a small fleet and ships are often chartered rather than owned by a company. 

Most of companies run small or medium-sized cruise ships, but there are also those 

who charter large resort ships as well. Many of the smaller cruise lines serve small niche 

markets catering for passengers’ specialist tastes and needs, some offering expedition 

cruises and exotic destinations (Ward, 2014). Small, boutique-sized ships have their own 
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advantages, such as informal, relaxing atmosphere and privacy. They can also visit 

smaller ports which are inaccessible for the large cruise ships. 

To sum it up: firstly, large cruise lines usually have larger ships than smaller cruise 

lines; secondly, larger cruise lines have more variety of entertainment on board, but 

smaller ones often provide more privacy and relaxing atmosphere; thirdly, smaller 

cruise lines often serve niche markets catering for customers’ special needs while larger 

cruise lines target mass cruise markets. 

Cruise passengers choose ships according to their tastes, requirements and 

purchasing capabilities, which means that by studying the features of a cruise ship some 

conclusions can be drawn about its passengers. 
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5 Methodology 

In this chapter research goal and research questions are set, the method chosen is 

discussed, and the research process and participants are described. 

The main goal of this research was to study cruise passengers coming to Iceland and 

marketing practices of local products to them from the point of view of Icelandic people 

working with cruise passengers. The researcher aimed to get an understanding about 

how these people see different cruise passengers, what do they think about them, and 

what is their attitude towards various groups of passengers. The subject about recent 

tendencies and changes in cruise industry, specifically in Iceland, was raised as well. The 

researcher intended to learn about the ways in which local tourist products and services 

are marketed to cruise passengers by these companies. Finally, which model – business 

to business (B2B) or business to customer (B2C) is given preference at each of them and 

why. 

Research questions were the following: 

 How do people working with cruise passengers visiting Iceland experience 
differences between them? 

 In what ways are Icelandic tourist products and services marketed to cruise 
passengers? 

5.1 The Method 

Qualitative research method was chosen to carry out the research work for two main 

reasons. Firstly, this method is based on trying to understand issues or phenomena 

from the perspective of another individual (Silvermann, 2008). Secondly, it provides the 

researcher with deep insightful information on the subject (Cooper & Schindler, 2006) 

compared to superficial numeric data usually collected for quantitative research 

methods. These both issues were important in the research work. Sample size is usually 

small in qualitative research, therefore reliability and generalization of results are 

limited. However, validity of research, on the opposite, is high for qualitative method, 

and is considered as its significant advantage (Creswell, 2003). 
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It is worth to mention as well that during qualitative research very often new 

information comes up – themes, reasons that researchers didn’t anticipate, unlike 

quantitative research, where numeric data is collected on known in advance, 

predefined issues. Some researchers start investigation without having any clue what 

results they are going to get while others might have some ideas and expectations 

about findings. Conducting qualitative research it is very important to stay completely 

neutral and open minded to avoid bias in results (Taylor & Bogdan, 1998). 

In this study data were collected through personal interviews. The interview 

represents a deep conversation on a subject where the researcher guides its direction in 

order to obtain necessary information (Bryman, 2012). 

The first step in preparing for the interviews was writing questions and arranging 

them into a single frame to be used on the interviews (Appendix 1). The frame was not 

to be strictly followed in each interview, rather it should be used as a reminder for the 

researcher to avoid omitting important issues. Thus using the same frame in all of the 

interviews helps to ensure external legitimacy of the research. Most of the questions in 

the frame were open, some half-open. A few probing questions were added for the 

cases when interviewee doesn’t cover the subject completely, they are to be used on if-

needed basis. It was done with the aim to give interviewees the opportunity to express 

openly their own opinion, but at the same time provide the researcher with necessary 

information in their answers. 

5.2 Participants 

After the interview frame had been composed the next step for the researcher was to 

find interviewees.  

Two main requirements were posed in choice of interviewees: 

 They have to work quite often with cruise passengers coming to Iceland, 
meaning that cruise passengers constitute a noticeable part of company’s 
customers. 

 They should occupy managerial and/or marketing posts at their companies 
and see the big picture. 

At first the researcher intended to limit the participants only to those who work in 

local travel agencies or tour operator firms, but decided against it. Firstly, such a 
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limitation would deprive the researcher from useful information received from people 

who work in other spheres servicing cruise passengers. Secondly, there are rather few 

travel agencies in Iceland who work often with cruise passengers. Several agencies who 

answered the request had such a small number of cruise passengers among their 

customers, that they didn’t separate them from other travelers. Therefore, it was 

decided to dismiss such firms. 

Nevertheless, the respondents chosen, who agreed to arrange an interview included 

representatives of eight tour operators and travel agencies, one representative of 

Faxaflóahafnir (Associated Icelandic Ports) and one of the tourist service center and 

store at the harbor run currently by Icewear. All of the interviewees are employed on 

managerial and/or marketing positions at their firms and have a good understanding of 

customers their companies serve. It’s noteworthy as well, that some of respondents are 

also members of Cruise Iceland, an association of 26 ports companies involved in service 

of cruise ships and passengers in Iceland (Cruise Iceland, 2015). 

Table 7 presents a list of all interviewees who participated in the research, their 

employment area and names of companies they work at. 

Table 7. Interviewees’ pseudonyms and companies. 

Pseudonym Employment Company 

Interviewee 1 Marketing Faxaflóahafnir 
Interviewee 2 Management Atlantik 
Interviewee 3 Marketing Iceland Excursions 
Interviewee 4 Management Icewear 
Interviewee 5 Management FAB Travel 
Interviewee 6 Management Extreme Iceland 
Interviewee 7 Management Iceland Guided Tours 
Interviewee 8 Management GeoIceland 
Interviewee 9 Marketing Reykjavik Excursions 
Interviewee 10 Management Saga Travel 

 

Short description of interviewees’ companies 

Faxaflóahafnir is a company of Associated Icelandic Ports including ports in 

Reykjavíkurborg, Akraneskaupstaður, Hvalfjarðarsveit, Borgarbyggð and 

Skorradalshreppur (Associated Icelandic Ports, 2015). Their primary interest in cruise 

ship arrivals are docking fees received from them. 
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Atlantik is an Icelandic tour operator specializing in destination management. The 

company’s major fields of expertise are conference organization, providing Destination 

Management Services (DMC), and cruise services in Iceland (Atlantik, 2015). Atlantic is 

one of the largest providers of shore excursions to cruise passengers in Iceland. 

Iceland Excursions is one of the largest travel agencies in Iceland with specialization 

in incoming tourism (Iceland Excursions, 2015). Cruise passengers constitute not large 

percentage of company’s clientele, but are significant in number. 

Icewear is an Icelandic apparel brand (Icewear, 2015). The company is currently 

running Reykjavik harbor information center, which is of interest to this research. The 

center is aimed to provide cruise passengers with tourist information about Iceland and 

to move some of local products closer to them. 

FAB Travel is an Icelandic tour operator. Its main focus is on coach and minibus tour 

services in both Reykjavík and Akureyri, but the activity has been moving gradually into 

consultation and trip planning for large and small groups (FAB Travel, 2015). Cruise 

passengers constitute a large part of company’s customers, up to 50% in summers. 

Extreme Iceland is an Icelandic travel agency and tour operator specializing in 

incoming tourism (Extreme Iceland, 2015). They offer tours for large groups as well as 

individual tours. Cruise passengers constitute not large percentage of company’s 

clientele, but are significant in number. Almost without exceptions cruise passengers 

order individual tours at Extreme Iceland. 

Iceland Guided Tours is an Icelandic travel agency and tour operator specializing in 

incoming tourism – day tours and trips from Reykjavik (Iceland Guided Tours, 2015). 

Cruise passengers constitute a large part of company’s clients, around 40%. 

GeoIceland is an Icelandic travel agency and tour operator specializing in incoming 

tourism with emphasis on nature and geology. The company focuses on small groups 

and works mostly on minibuses (GeoIceland, 2015). Cruise passengers constitute not 

large percentage of company’s customers, but are significant in number. 

Reykjavik Excursions is one of the largest travel agencies and tour operators in 

Iceland. It offers a variety of tours from Reykjavik, runs a shuttle coach to Keflavik 

airport and a tourist Hop-on-Hop-off city center bus (Reykjavik Excursions, 2015). Cruise 
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passengers constitute not large percentage of company’s clients, but are significant in 

number. 

Saga Travel is an Icelandic tour operator and travel agency based in Akureyri. It 

specializes in incoming tourism and provides a wide range of tours from both Reykjavik 

and Akureyri (Saga Travel, 2015). Cruise passengers constitute around 15% of firm’s 

customers. 

5.3 Data collection and analysis 

Participants of the research were reached either through email or phone call. They were 

offered to choose time and place for an interview and it usually took place in their 

working time and at their working place. It was done for their convenience in order to 

increase likability of obtaining a meeting and to make them more comfortable in 

familiar environment. Each interviewee was informed about the purpose of interviews 

and about subject of the research. They were all asked for permission to record the 

interview for researcher’s usage to analyze data. 

The interviews were held according to the interview frame (Appendix 1) with slight 

deviations according to the flow of conversations. They usually began with a short 

explanation of the research and data implementation. In conclusion of the interviews 

the participants were thanked for their time and effort and were promised to see the 

research paper when it is finished. Generally it seemed that the participants took the 

interviews well and were interested in the subject. Sound recording didn’t bother them, 

though a few wouldn’t want the full transcription of an interview to be published. 

 The first question asked was concerning business that interviewee’s firm has with 

cruise passengers. This question is rather easy for the participants and helps to get them 

into the subject. It also is very informative for the researcher in the respect of 

background. Later interviewees’ opinions about difference between cruise passengers, 

recent changes, and marketing methods were discussed. All of the interviews were 

different, but there was strong consistency in some of the major themes. The interviews 

were taken in the period of time from February, 4th to April, 29th in 2015. Length of the 

interviews ranged between 25 to 50 minutes. 

After each interview took place the researcher tried to transcribe it as soon as 

possible and highlight the main themes and categories. When the majority of interviews 
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were taken and transcribed, the researcher started scanning through them in search for 

similarities and differences in opinions and some common repeated patterns. When the 

last interview was taken the overall data analysis was produced and conclusions were 

drawn. 

5.4 Research Ethics 

Ethical approach and trust is one of the cornerstones of a good research. Interviewers 

should always keep their word concerning usage of data they obtained. Names of the 

interviewees are not mentioned in this research, instead pseudonym is given to each of 

them. It is done for two purposes: one is to let participants speak freely on the topic, 

another is to avoid bias in opinions of readers who might be personally acquainted with 

some of interviewees. At the same time, names of the companies and employment 

sphere of interviewees are stated in the research work in order to identify authority of 

individual points of view. 
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6 Results 

Three major themes were discussed in the interviews, and each of them contains 

several sub-categories. First category includes the factors explaining the difference 

between cruise passengers. It sheds light on how the respondents differentiate 

between cruise passengers and what this difference means to them. The second 

category attempts to look into the attitude of respondents towards development of 

cruise industry in Iceland. It aims at finding out what changes the interviewees have 

noticed and interpreting their opinion on this subject. The third category touches the 

issue of marketing of Icelandic goods and services to cruise passengers. This theme is 

more practical in general but has qualitative insights. 

6.1 Factors explaining the difference between cruise passengers  

Among the first questions on the interviews were what differences the interviewees 

notice between cruise passengers and what factors explain these differences in their 

opinion. In the majority of interviews participants spoke about nationality, size and type 

of a ship, its luxury level and time of the year when passengers arrive. 

6.1.1 Nationality 

The theme about difference between cruise passengers of various nationalities came 

first in majority of the interviews. In one interview it came up even before the question 

about differences was mentioned, the respondent started talking about nationalities 

while answering another question. This theme turned out to be much stronger 

represented than the researcher had anticipated. While most of respondents 

recognized that there are other factors influencing cruise passenger behavior and 

characteristics, most of them continuously stressed the importance of nationality of a 

passenger. When speaking about cruise passengers and how they are different, they 

would just shrug and say: “It’s just mentality, it’s different”. 

It’s just totally different way of thinking. Very different knowledge of the 
Internet, computers. Different what they want to see, different how much 
money they want to spend, different what they want to buy. You need 
different guides for different nationalities. (Interviewee 6) 
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Many interviewees had a tendency to return to the subject of nationality and some 

of them even switched the subject when they were asked about differences according 

to other factors. 

The interviewees divided cruise passengers roughly into three groups according to 

nationality. One group includes Americans or cruise passengers from USA. Another 

group – British cruise passengers. Though Great Britain is part of Europe, the 

interviewees feel that the British cruise passengers differ strongly from the other 

European cruise passengers. And the third group consists of Europeans, or mostly 

Germans. Speaking about European cruise passengers interviewees often mentioned 

only Germans, as soon as they are the largest segment; but also French, Italian and 

Spanish citizens. A few interviewees singled out a group of Asian cruise passengers as 

well. They include in majority Japanese and Chinese citizens. 

6.1.1.1 Specific features and travel behavior of three nationality groups 

The researcher found a strong conformity in interviewees’ descriptions of cruise 

passengers of different nationalities, their travel behavior and specific features. Even 

though a few respondents felt it was all too obvious and, of course, these differences 

are not limited to cruise passengers, the majority of them were unexpectedly eager to 

talk on this subject, share their opinions and experience.  

Here follow profiles of each mentioned nationality group of cruise passengers 

according to the interviewees’ descriptions. 

1. American cruise passengers 

American cruise passengers were described in most cases positively. The most of 

interviewees considered them as good customers who are easy-going, “shop a lot” and 

don’t give too much consideration to the price. 

And Americans […] it doesn’t matter at all how much things cost. […] He 
thinks it doesn’t matter if he spends a few thousand dollars here. It’s just 
fine. (Interviewee 4) 

The interviewees also say from their experience that American cruise passengers 

have the highest percentage of those who look for excursion tours in Iceland by 

themselves instead of buying them on board. The respondents believe, that the most 

important reason for it is the absence of language barrier, as majority of excursion tours 
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in Iceland are offered in English and there is much more variety of tours for English-

speaking tourists. 

Two interviewees suggested one more reason for American cruise passengers to look 

for excursions elsewhere. They argue that Americans prefer more variety, more 

interaction with local people and international tourist groups instead of taking tours 

always with the same people from their ship. 

On the other hand though, almost all the interviewees note that American cruise 

passengers go the least often to the excursion tours. They think, that only around half of 

the passengers arriving from USA take an excursion tour. The other half either visits the 

port town (taking a walk, shopping maybe) or even doesn’t leave the ship at all. 

Americans however usually have the lowest participation rate on tours, 
while Germans have the highest participation rate.  On US ships we find the 
highest number of guests who actually don’t go on any tour.  The pricing and 
mark up on-board is also often higher at the US ships. Therefore the guests 
decide to go downtown and check out the shops, or do their own individual 
tours or something of the kind rather than join group tours. (Interviewee 2) 

2. British cruise passengers 

The attitude to British cruise passengers is mostly neutral, in a few cases a little 

positive, and in a few cases even somewhat negative. It can be explained by the 

respondents’ assumption that the British cruise passengers spend considerably less 

money in Iceland than other major nationality groups. 

Some respondents also feel that the British cruise passengers are very price sensitive 

disregarding their wealth and financial capability. 

British are not spending much money, you see, and they find that things that 
cost 1000 ISK expensive. […] British would say “What? 10 pounds? Are you 
joking?!” And then I sell some helicopter tour to an American for half a 
million [ISK]. Just “Here you go”, you know, no problem. (Interviewee 4) 

The British cruise passengers are also said to be the oldest, with the great majority of 

them over 60 years old, and considerably fewer families travelling, compared to other 

European citizens. The interviewees suggest that percentage of British passengers going 

to excursion tours is somewhere between the Americans and Germans and is around 

60-70%. In general, the respondents spent the least time talking about British cruise 
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passengers out of the three groups, and spent much more time comparing the other 

two, seemingly opposite to each other in most respects. 

3. Europeans. Germans 

All of the interviewees mentioned German (or sometimes they referred to them as 

German-speaking) cruise passengers as a significant segment. Some spoke as well of 

French, Italian and Spanish passengers, but only briefly, referring to them as other 

European cruise passengers (with native language other than English). Here further will 

be noted in each case whether the description is related to German or European cruise 

passengers. 

The interviewees’ general attitude to European and specifically German cruise 

passengers was either neutral or positive. Most respondents considered them as good 

customers, though a bit price-sensitive in the respect that they look for value for 

money.  Here the interviewees sometimes compare German cruise passengers to the 

American ones. 

Many Germans are like, you know, “Nah, we don’t want to spend money on 
unnecessary things.” Then come some people, and yes, shop a lot. Buy 
expensive tours, and clothes, and everything. It is just that Germans are 
more like “What am I going to get for the money?” more about value, value, 
you see. Not to buy just because. You know, if he wants something, than he 
buys it, but he gives it more thought than someone who comes and just 
sweeps up lots of stuff, “Hey, I’m going to take this here…” (Interviewee 4) 

All the respondents agreed unanimously, that the German cruise passengers have 

the highest percentage of those, who take excursion trips in Iceland. The estimates 

ranged from 80% up to 95% of passengers. Another question is that the majority of 

European cruise passengers buy excursion tours on board of a ship. The interviewees 

believe that mentality might be one of the reasons. In their opinion the Europeans 

(especially Germans) are usually less interested in “breaking away from the crowd” than 

the Americans for example. They appreciate more order and careful planning as well 

and prefer “to know what’s going on”. So even if Germans find and buy a tour by 

themselves, they “read tour description well and know what they are buying”. Still 

though for the main reason for this difference the respondents count the language 

barrier. 
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There is much bigger part of European, for example, German ships. There is 
much bigger part of passengers from these ships who book tours from the 
ship. And it is a bit because of the languages. (Interviewee 5) 

Even though the interviewees hope to reach this segment of cruise passengers better 

by introducing more trips in their languages, the difference still remains they believe. 

There are many reasons for English language to be used more in tourism business in 

Iceland: maybe because it is in a way international, maybe because most of Icelandic 

people speak it fluently, or even because the large amount of tourists coming here are 

English speakers. But the result remains the same – the largest share of tourist 

information, tours and excursions are in English, and consequently, there is much more 

variety. 

We have more passengers coming to us from the United States then for 
example Germany or France. Passengers from those countries tend to 
organize their travel through the Travel Companies on-board the ships and 
stick together as a group. The reason for this might be that we operate most 
of our tours in English, though we do offer other languages on our guided 
tours, German and French included. But still, we seem to attract more of the 
English speaking passengers. (Interviewee 3) 

Even though it was brought up in one of the interviews that cruise passengers are 

usually well educated: “But these are educated people.” The majority of the 

interviewees agreed that the Europeans don’t speak good English, especially when it 

concerns the older generations. 

6.1.1.2 Different trips for different nationalities 

Another topic which came up during the interviews while discussing various 

nationalities and languages and their impact on tourists’ travel behavior and experience 

is that it’s better to arrange trips differently and separately for each nationality group. 

Though it is done not by all of interviewees’ companies, majority is trying to separate 

passengers according to nationality. The language barrier is not the only issue why most 

of the interviewees feel it’s better to step away from the generic tours for everyone, 

mixing people of different nationalities together. They argue that there are much more 

issues that make difference. For example, Interviewee 2 suggested an idea of organizing 

the same trips (or trips to the same places) differently for each nationality group. 
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There are many different tours.  But we also make the same tours in various 
different ways.  For one, the Golden Circle, which is the most common tour 
from Reykjavik.  We would organize that tour differently for an American 
group compared to a German or English group. You still visit the same main 
sight, but a German guest doesn’t want to spend much time at all at 
restrooms or shops. He would complain if there were too many technical 
stops like that. Meanwhile, an American guest would probably complain if 
he would not get such an opportunity to do some shopping. It is just like 
that, people have different expectations. The Germans want to learn about 
our nature, while the Americans are more interested in the people living in 
the country. Therefore, our tour could be to the same places but organized 
very differently. (Interviewee 2) 

The interviewees explain that various features of cruise passengers’ mentality, the 

cultural issues shape strongly their travel behavior and their expectations from tours. 

For example, Interviewee 5 underlined relevance of the time factor when organizing a 

tour. Everyone knows, that German people are very punctual. While it can be called just 

a stereotype, it is in the most cases very true. At least when dealing with German 

customers, one must fulfil their expectations of punctuality. At the same time very often 

Asian people have completely different understanding of time. For them, for example, a 

schedule performs merely guiding function. 

And for example, Asians are like, their understanding of the time factor is 
completely different. Europeans, and especially Germans are quite specific 
about time. If we stop somewhere for 20 minutes, then it should be 20 
minutes. And many had an experience that Germans, or Europeans, were 
always waiting for Asians. And even had to send someone for them. It 
probably is also because of languages and misunderstanding. And we had an 
experience as well that people just walked out of the car when they saw 
there were Asian passengers. They didn’t want to bother waiting for them. It 
is just like that. Being aware of that we try to manage them between 
different couches. (Interviewee 5) 

For these reasons many (though not all) interviewees claimed they are trying to 

separate passengers of different nationalities. 

It is not possible to say from the interviews whether any specific nationality group of 

passengers is considerably better than others. For example, a few interviewees were 

very certain that American cruise passengers were the best, one preferred Canadians, 

while another said that German passengers were more convenient for his company, but 

they are all good: “Aren’t they just both the best?” Some interviewees didn’t prioritize 

any segment specifically. 
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6.1.2 Other differentiating factors 

While the nationality factor turned out to be the one most frequently highlighted by the 

interviewees, they mentioned three more. One of them is the size and type of the ship 

on which a cruise passenger arrives. This theme intertwined slightly with the theme 

about difference between passengers coming with different cruise lines, but the latter 

one turned out to be rather weak. Apparently, the difference between the cruise lines is 

mostly explained by the difference in types of cruise ships and the country of origin of 

cruise passengers. Otherwise, the interviewees didn’t notice radical difference. 

The size and type of a cruise ship are interconnected. The majority of respondents 

singled out “small expedition ships” against the large “floating hotels”. 

What is interesting, is that many of the interviewees themselves (or their companies) 

were dealing more often with passengers from the larger ships. Nevertheless, they 

spoke often more positively about smaller exploration ships. They described the 

passengers from such ships as “well educated”, “active” and closer to nature, “people 

who want to see and learn” instead of “just chilling”. 

Although we get more passengers from the larger ships, we see great 
potential in passengers that travel on smaller expedition ships. The groups 
on-board those ships are smaller and they go ashore on more locations 
across Iceland then passengers on the bigger ships. Passengers that can go 
ashore on rubber boats can dock at smaller harbors and explore the country 
in a more intimate way and get closer to nature. (Interviewee 3) 

It was also mentioned, that the small ships usually have much more trips organized in 

advance. They book excursions and activities at the destination well before arrival and 

rarely leave it for the last moment.  

One more issue about difference in types of ships came up concerning the amount of 

“stars” a ship has, which is usually proportional to the price of the cruise trip tickets. 

Interviewee 2 suggested that the level of luxury on board correlated with the level of 

luxury (and price) of the service on shore. 

The cruise passengers are quite different between themselves.  Some ships 
have maybe 3 stars, then 4 and 5, up to 6 star ships. And the guests on 
board are different according to that, how the ship is. Some guests have 
saved for many years for their cruise, while others spend a good part of the 
year cruising the world on the most expensive ships.   Often in such fine 
ships they have smaller groups and more individual personalized tours. 
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Meanwhile if the ship is of less quality, then guests are happier with a less 
varied tour selection and the focus is on few main tours. Then also group 
size can maybe be larger, giving the opportunity to bring the prices further 
down. (Interviewee 2) 

A few more interviewees expressed similar opinions. Interviewee 10, for example, 

speaks about space on board of a ship per passenger. The more there is space per 

person, the more the passengers are likely to order expensive private tours instead of 

cheap tours in large groups. 

The third differentiating factor was mentioned by roughly half of interviewees and 

concerned the difference between cruise passengers coming at different time of the 

year. From their point of view there are more young people and families coming on 

cruise ships during the high season – from June to August. At the same time, the older 

cruise passengers constitute the great majority during off season – May and September. 

Also, more wealthy passengers come during the high season and spend more money on 

shore, while those who travel off season choose more “budget” options. 

There is the difference though between cruise passengers in different time 
of the year. So in late May, early June which is kind of off season for the 
cruise ships, you get the budget people. You get the low income people. And 
by the middle of July throughout August, early September – you get the high 
ends, it’s the high season, it’s the people that have more money. People 
with higher income also tend to have better education. But that doesn’t 
always help, depending on where they come from of course. But, I do notice 
the big difference between early summer and late summer in type of 
people. (Interviewee 7) 

Though these differentiating factors were considered by interviewees as less 

influencing than nationality differences, they are nevertheless deemed significant. As 

they concern cruise passengers segments specifically, while nationality segments are 

generalized for all tourists visiting Iceland. 

6.2 New trends 

Discussion of new trends and changes in cruise passengers’ behavior in most interviews 

was initiated by the interviewees themselves. They felt that it was a significant issue to 

mention and that the changes are really noticeable and fairly rapid. 
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6.2.1 The Internet: independence and variety 

The interviewees spoke about the Internet and that it has an impact on tourism and 

cruise industry specifically. The Internet provides cruise passengers with a wide range of 

information concerning available services at destination ports, variety of these services 

and, of course, prices. With the worldwide technological advancement, people are able 

to reach the Internet almost anywhere. Nowadays great majority of cruise ships have 

Internet connection. Contemporary cruise passengers are usually well aware of what is 

there available and can make their own decisions about what they would like to do at 

the destination. They don’t always have to choose from a few excursion options offered 

on board any more. 

[…] just like everywhere else in tourism service, the Internet is becoming 
much more important and people have also become much more 
independent. And there are some people who do not choose to go on the 
tours sold on-board.  There is always a certain number of people who want 
to do their independent tours. (Interviewee 2) 

In the past years we have seen changes in the way passengers book their 
tours. The ships all have internet connection that means that the passengers 
are well informed about their next destination and  can make the choice of 
booking with  the local travel agency’s as well as the on-board agency. 
(Interviewee 3) 

Therefore, the interviewees continue, thanks to the Internet, the cruise passengers 

become more independent. Though the majority of cruise passengers still “go the 

traditional way”, the percentage of those who look for other ways is increasing. The 

interviewees suggest there are two main reasons for that. One reason is financial 

considerations: it is known, that the cruise lines sell excursion tours more expensive 

than they usually cost at tour operators themselves (Huijbens & Gunnarsson, 2014). It is 

curious, that the respondents seemed to be more interested in the other reason. They 

believe, that the other reason for cruise passengers to look for tours elsewhere is the 

variety itself. It’s the variety of choice, the variety of people (opposed to the same set of 

fellow passengers), and more possibilities to interact with locals and get a different 

experience. 

In most cases, the passengers can purchase their tours at a better rate when 
buying straight from the local travel agency. But more than that, passengers 
on-board the cruise ships also seem to want to travel with other people at 
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each destination, get a taste of the local culture and then meet up with their 
cruise group on-board the ship again. (Interviewee 3) 

One of the attractive arguments in favor of separate tours is often a group size. 

Travelling in smaller groups has multiple advantages. The service is more personal, 

there is more attention to each passenger and his/her special requests, and the 

schedule is more flexible. Some cruise passengers prefer to take it one step further and 

order a “private” tour for only a few people. On such tours they don’t have to take 

standard itinerary within a standard schedule or wait for someone. They are free to 

decide what places they visit and what they can skip and how much time they want to 

spend at each point of interest. 

It goes two ways. On the one hand it’s mostly that people are looking for 
smaller couches rather than large ones. There you can have a bit more time 
and not wait in the long line to the toilet, and be in a small group. Then, it is 
also increasing, we now are as well, with so to say individual tours. There are 
just 4, 8, 10-12 that come together and order a car. There were many such 
individual tours last summer. It is also increasing. (Interviewee 5) 

Obviously, it is limited though by the time their cruise ship has scheduled at a 

destination port, and it‘s needless to say that such private tours cost more per person. 

6.2.2 Younger passengers 

Another trend noticed by the interviewees was that in average cruise passengers are 

becoming younger. Though the average age of a cruise passenger is still quite high, 

more and more young people and families with children are cruising with each year. 

Interviewee 2 explained that according to old model, only older generations went to 

cruises, and there was even a joke that who goes to a cruise are “the old people and 

their parents”. Nowadays though it is a subject to change. 

6.2.3 Increased popularity in smaller expedition ships 

According to the interviewees the expedition ships described above are gaining more 

popularity, at least with Iceland as their destination. Until recently the tendency in 

cruise industry was towards larger and more luxurious ships, but now it seems to 

change the direction. The interviewees noted that the amount of smaller expedition 

ships coming here is increasing and there are more passengers coming here who are 

interested in Icelandic nature and things to explore rather than passive entertainment. 
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6.2.4 More active passengers 

Increased level of activity of cruise passengers is not only connected to the expedition 

ships. Interviewees believe that behavior of cruise passengers is changing in general 

towards more activity oriented experience. It might be connected to cruise passengers’ 

age partially, but not entirely. For example, Interviewee 2 says the older passengers 

tend to be more active as well. 

6.2.5 Ships staying overnight 

Interviewee 1 mentioned that there is an increasing tendency for cruise ships to stop in 

Iceland overnight. Schedules of ships arriving to capital area support his argument 

(Associated Icelandic Ports, 2015). Interviewee 1 claims that it makes a big difference 

for local companies catering for cruise passengers. Firstly, it gives the passengers more 

time to spend in Iceland. Secondly, usually on the first day majority of cruise passengers 

visit most popular tourist attractions, the “Golden Circle” for example. On the other 

hand, if they have two days, they are more likely to visit other, less popular 

destinations.  

6.3 The marketing to cruise ship passengers 

The question concerning marketing of products and services to cruise passengers is 

more practical in nature. Nevertheless, the researcher decided to include it in interview 

frame. The thought behind it was to hear what the interviewees themselves think about 

their marketing methods and what they believe is the most useful. 

As the researcher expected respondents’ companies do not promote their products 

to cruise passengers specifically, rather to all foreign tourists, and cruise passengers are 

just one segment of them. The interviewees believe the difference is not significant 

enough for the effort.  

On the other hand, some of them have business connections with travel agencies 

either on board of ships or abroad, who promote and sell their services in Iceland. For 

example Atlantik works mostly business to business in cruise travel branch, which 

means that their customers actually are cruise ships rather than cruise passengers (or 

end users). They also provide service to passengers who reach them directly, but they 

are considerably fewer. Iceland Excursions works together with a global brand Gray 
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Line, who operates local sightseeing tours, activities and travel packages around the 

world. According to Interviewee 3, Gray Line does a considerable part of marketing for 

them. FAB Travel cooperates with a British company Cruising Excursions which sells 

local excursions tours to cruise passengers. But in their case FAB Travel reaches majority 

of their customers directly. Reykjavik Excursions works with travel agencies abroad as 

well. Bookings coming through those travel agencies constitute a large part of 

company’s turnover. A significant part of their tours is sold in information centers in 

Iceland. Nevertheless, a significant portion of Reykjavik Excursions’ clientele reaches 

them directly through the Internet. 

The store / service office at Skarfabakki is in a way a joint effort of Icewear and 

Faxaflóahafnir (Associated Icelandic Ports) in promoting Icelandic goods and services to 

cruise passengers, and in this case, the crew. The idea behind it is to bring Icelandic 

products and tourist information as close to the cruise ships as possible. Taking into 

account how short the cruise passengers stay on shore (most often only 8 to 10 hours) 

most of them have no time to go shopping if they also take a tour, which makes such a 

store a good option. Furthermore, there are always passengers who wouldn’t bother to 

go anywhere away from the ship, especially if they have to walk or take a bus. But they 

just might look into the store if it’s nearby. 

The interviews revealed that almost all of the marketing activity aimed directly at 

end users takes place on the Internet. In interviewees’ opinion, it’s the strongest and 

most feasible medium for marketing activities nowadays. Interviewees believe as well 

that it is almost completely sufficient for these purposes. Each of the respondents’ 

companies has a website, in some cases even more than one. All the websites are fairly 

informative concerning company’s products and most of them have booking engines. 

Majority of interviewees said they are working on search engine optimization (SEO), so 

their services are easily found. Interviewee 3 claims they are very serious about SEO and 

they also use Google Ad Words. Interviewee 9 mentioned as well “re-marketing” on the 

Internet (or targeted marketing). 

Direct marketing (email marketing) and word-of-mouth (WOM) are also being used 

by the interviewees’ firms. WOM in social media was specifically underlined a few 

times. The interviewees put stress on providing good service and building relationships 
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with customers. Even though the largest amount of passengers come only once to 

Iceland, some of them return again. It is especially true about cruise passengers, who 

get only one day here and later come back for longer time. 

What we have seen here also, passengers who have been here on cruise 
ships, we see in our customer service center an increasing number of 
inquiries from people who say that they have been to Iceland on a cruise 
ship, stopped one day here and there. And now they want to come back 
with their family and do more, and visit more… That’s what we’ve noticed. 
(Interviewee 9) 

And of course, most of them will share their experience with other people. 

Interviewee 5, for example, says that many of their customers find them because 

someone from fellow passengers shared information about their tours on the cruise 

ships’ blog. He explains that doing their job well and carrying out good pricing strategy 

provides them with WOM that can’t be replaced by advertising. 

Apart from the Internet, some respondents visit trade shows and exhibitions and 

some advertise in local press (such as Icelandic times) or publish booklets. 

6.4 Business to business or business to customer 

This issue came up in the process of taking the interviews. After the first few, it was 

realized there was difference between companies who work with cruise passengers one 

or another way, B2B or B2C. The difference is mainly in marketing of their products and 

services and, in a way, in cruise passengers they are serving. 

As for the marketing, B2B model presumes promotional efforts directed at cruise 

lines and travel agencies (trade shows and exhibitions, direct communication), while 

B2C means reaching end users directly (SEO, email, social media, WOM).  

Table 8 sums up the main methods mentioned by interviewees. 

Table 8. Marketing to cruise passengers in B2C and B2B models. 

Business to customer Business to business 

Website and SEO Building relationships with customer firms 

Advertising on the Internet Trade shows 

Emphasis on good service and generating positive WOM 
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What concerns difference between cruise passengers, B2B companies mostly serve 

passengers who buy tours on board of ships or from travel agencies in their home 

countries. B2C companies work with cruise passengers who search for separate tours at 

destination by themselves. 

Out of 8 interviewees who work at travel agencies and tour operators, only two said 

that they mostly work B2B way with cruise passengers. The rest used almost 

exceptionally B2C model. 

Arguments in favor of business to business model are strong and are not opposed by 

those interviewees who prefer the other model. Four main arguments were mentioned 

by interviewees. The first is established reliable relationship with client firms opposed to 

uncertain number of passengers booking tours themselves. Another argument is that 

majority of cruise passengers coming to Iceland prefer to buy tours from cruise ship 

travel agencies. Important reasons for that are trust in their expertise and insurance 

provided by the cruise line. These first two arguments are closely related to economy of 

scales a company can provide when serving large numbers of passengers together. The 

third argument mentioned by Interviewee 2 concerns even more ports and their 

infrastructure rather than his firm. 

Most guests on-board do still prefer to choose their tours using the expert 
advice of the Shorex team on-board and to book tours which are 
recommended and insured by the cruise lines. […] We have established 
relationship with clients with potential for high booking figures and we are 
able to provide economies of scale by working with the cruise lines. In many 
ports the infrastructure is limited and arrangements must be done well in 
advance. (Interviewee 2) 

The last argument interestingly came from both – interviewee working business to 

business and interviewee working business to customer way with cruise passengers. It 

concerned cruise lines themselves. The interviewees explain that high competition in 

cruise industry forced cruise lines to lower prices on their trips. As a consequence of 

that their main source of profits became selling all sorts of additional products and 

services, and on-shore excursion tours constitute a large part of them. 

Despite of how strong the arguments are for B2B model, it works only for large 

companies who specialize in service of cruise passengers. It doesn’t work well for 
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smaller companies or for companies where cruise passengers constitute a rather small 

part of clientele. 

The interviewees came up with several arguments in favor of business to customer 

model as well. The most shared and obvious argument was the absence of commission 

fees. If there are no middlemen, the interviewees explain, they receive more profit 

because they don’t have to share it with anyone. And that, they continue, provides you 

with possibility to set lower prices on the market and therefore deliver more value for 

money to customers.  Another argument several interviewees considered important is 

that direct sales make the process much simpler and therefore leaves less space for 

communication error. 

Right now we have enough for our size, we have enough to do, so we don’t 
really need to deal with third people. Then of course dealing with third 
parties means commission in one hand and then obviously also means of 
course more room for mistakes that take place. So that’s why we choose to 
reach customers ourselves – because of mistakes and extra costs. 
(Interviewee 8) 

The third argument mentioned was more personal service, more personal 

communication and relationship with customers which helps them to build up customer 

base and get good ratings and positive word-of-mouth. One of the interviewees feels 

that going more into B2B sphere implies certain sacrifices in respect of company’s 

image as well. 

If we would go B2B we would have to go into mass. […] It’s also a question 
of ethics. Question of marketing. What would we gain from going into more 
B2B? And sacrifice less than 16 [passengers on excursion tours] and go into 
mass. […] All our tours are less than 16 people, it can’t get any simpler. To 
sacrifice this, is huge in marketing. (Interviewee 10) 

The last, but not the least argument was brought up only by interviewees working at 

not large companies. They believe they have enough customer requests for their size 

and don’t need extra help finding them. These interviewees find that they don’t need to 

grow even faster, so they “just don’t see the point” of working with third parties. 
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7 Discussion 

The goal of this research was to study the difference between various groups of cruise 

passengers visiting Iceland, and to learn about marketing practices of local products to 

them from the perspective of Icelandic people working with cruise passengers. It was 

also intended to look into their knowledge and opinion towards recent changes and 

trends in cruise industry. The theme concerning business to business and business to 

customer models came up in the process of taking first interviews and was thus 

included into discussion in the remaining interviews. Several themes were very 

consistent throughout the interviews. 

7.1 Discussion after themes 

Analysis of the interviews revealed that cruise passengers indeed are not considered as 

one homogenous segment by local people who do business with them on regular basis. 

On the contrary, they feel that cruise passengers differ from each other and can be 

segmented according to several factors. In general, interviewees had a good idea about 

cruise passengers as part of their clientele – who actually the passengers are and what 

they are after. Though usually the participants singled out cruise passengers from the 

others, it was mostly because of them being constrained by strict time frames and of 

higher age in average. Other than that, interviewees think, cruise passengers have their 

similarities and differences just like other tourists. As one of the first questions was 

about how the interviewees experience these differences, they explained what factors 

they find the most contributing to the distinction and what its implications are.  

The differences between passengers of various nationalities were given the most 

attention by interviewees. They believe that passengers’ nationality has influence on 

their expectations and travel behavior. In fact, as a result of such considerations many 

interviewees at their companies had excursion tours organized differently for 

passengers of different nationalities. They suggest that it creates higher value for 

customers and saves trouble for a company. This differentiation factor goes completely 

in accordance with theoretical knowledge on segmentation in tourism. Country of origin 
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segmentation is one of the few most used ways of segmenting incoming tourists 

(McCleary et al., 2006). It is probably even more useful for segmenting cruise 

passengers, because they usually travel in large groups of the same nationality on board 

of a ship. 

However, nationality, or country of origin of cruise passengers was not the only 

factor the interviewees found important in differentiating between them. The 

respondents felt that size and type of a ship, its level of luxury and time of year also play 

big roles in differentiating one cruise passenger from another. Smaller ships bring more 

active, independent and adventurous passengers than larger ships, while more 

expensive ships bring more affluent and usually more demanding clients than the low-

cost ones. The high season of mid and late summer is characterized with more families 

and young people cruising as well as more high-end customers. At the same time low 

season – May, early June and late September – attract more of budget travelers and 

retirees. All in all, these differentiation factors can be attributed partially to behavioral 

factor category (which includes such variables as types of trips taken for example), 

partially they are explained by other variables (such as price sensitivity, benefits sought 

and values). As it was mentioned before, these segments are much easier to distinguish 

for cruise passengers by studying target markets of specific cruise lines and cruise ships. 

Another important theme, that most of interviewees were very interested in, covers 

recent changes concerning cruise industry and cruise passengers. The research showed 

that there were noticeable changes in the sphere during recent years. There was a 

couple of interviewees who didn’t have an opinion about the changes for the reason 

that their companies have only started serving cruise passengers very short time ago. 

The rest of the participants feel that there are relevant changes going on and suggested 

their views on a few of them. 

The prevailing trend in interviewees’ opinion was independency of cruise passengers, 

mostly gained with help of the Internet. They argue that more and more passengers are 

aware of services available at ports of call, that they want to be more independent from 

cruise lines and travel agencies on board, find trips at destination themselves and break 

away from the crowd. Except for this trend, majority of respondents noticed that cruise 

passengers have been becoming younger, more active and more curious with time. The 
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interviewees also have a feeling that smaller cruise ships are coming here more often 

recently. It is either because Iceland is gaining more popularity among their passengers 

or because large ships are slowly giving way to smaller ones. It is interesting to note that 

these changes that interviewees noticed in their own customers are very close to the 

new trends and changes in world-wide cruise industry which are described and 

attended to in corresponding literature (Beth, 2014; Cruise Critic, 2014). 

The third theme from the interviews concerns marketing to cruise passengers. In 

general, marketing efforts of interviewees’ firms to reach cruise passengers were rather 

limited. The Internet is the main way of communication with clients and almost the only 

means for marketing activities with a few rare exceptions (like brochures for example). 

The interviewees find the Internet very effective, inexpensive and usually sufficient. 

They also don’t spend much time and resources on advertising, if fact, the majority of 

participants even find advertising unnecessary for their companies, so it is not used 

there at all. On the other hand, all of the interviewees put strong emphasis on good 

service quality and relationship with clients, which provide them positive word-of-

mouth and strong image. 

The last theme emerged as a continuation of the previous one and touches upon 

business to business and business to customer models. Depending on which of these 

two models is prevailing in companies, their marketing and communication strategies 

differ cardinally. The majority of interviewees gave preference to B2C model and thus 

chose to use the Internet mostly for communicating with their clientele. Those, who 

preferred to work B2B were mostly focusing on personal communication with client 

firms and attending trade shows. Participants gave strong and legitimate arguments 

defending either of the two models. In general, their choice of models depended on size 

of a company and percentage of cruise passengers among firm’s clients. 

7.2 General discussion and implications 

All things considered, cruise passengers at the same time are and are not one segment 

of tourists coming to Iceland. On the one hand they are, because they have important 

characteristics in common which differ radically from other tourists (length of stay and 

no need for accommodation, for instance). On the other hand they are not just one 

segment, because they are not a homogenous group, and can be divided into segments 
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according to several criteria. It means that these segments can be approached from 

different angles, and therefore value propositions and marketing activities can be 

designed and delivered separately to each segment. Having this information at hand, it 

is then up to local businesses and NTOs to decide whether to address all of the 

segments or only some of them, and whether to address them in different ways or the 

same way. 

As for marketing, its improvement doesn’t have to be directed at increasing the 

number of cruise passengers at the moment (most of respondents claim they have 

enough of customers for the size of their firms). The question is rather whether or not 

and how to create an opportunity for cruise passengers to spend more money on shore 

per person. There is no consensus regarding whether cruise passengers should spend 

more money on shore or not. Some argue that passengers spend so short time at a 

destination that they don’t simply have time to spend more, the others say that services 

provided to them are already quite expensive and the prices should not be higher so 

country doesn’t lose incoming cruise passengers at all. These arguments make very 

much sense, one can’t take a cruise passenger on two long excursion tours within 8 

hours and one can’t raise prices beyond what the product is actually worth. But there 

are other ways out.  

The easiest way to acquire more for selling a product/service is to enhance it, to 

create added value. If it’s an excursion tour for example, a seller can offer extra 

comfort, personalized service, complementary gifts, food, professional photography or 

some activity included in price. There is no limits for ideas in this sphere and the 

product/service can be made valuable and unique with the help of imagination and 

careful planning. These things, of course, are already done by some travel agencies and 

tour operators, but it is still rare compared to generic excursion products. It is certainly 

possible to argue that many tourists still go for the cheapest simplest tours, but the 

researcher is convinced that there is more demand for such unique tours than it is 

generally realized, and that this segment is growing. 

The other way is tricky, it is getting more time. When cruise schedules for the next 

season become available, and one sees that promising ships are staying in Iceland only 

for 6 or 8 hours, there is nothing that can be done at that point. All the efforts therefore 
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should be made much longer in advance and can be directed towards both parties: 

cruise lines and cruise passengers. In order to make cruise lines more interested in 

staying longer at a destination, port authorities should create appropriate price policy 

(for example, the longer the stay, the less is the payment per time unit). It is of course 

not all that simple, and a lot of issues should be taken into consideration, but the point 

is that port authorities should take an active part in development of sustainable 

inbound cruise tourism instead of competing with each other for the cruise ships. 

It is though probably even more important to make cruise passengers themselves 

interested in staying longer in Iceland, because if they demand it, cruise lines will have 

to provide it, a so-called “pull” approach in marketing. Most likely it will not work on all 

cruise passengers, as many of them cruise for the sake of cruising and not destinations. 

Although, as it came up during the interviews, a lot of cruise passengers “don’t get 

enough of it” after spending a few hours in Iceland. It means that many of them would 

stay longer if they had a choice. So, if local tourism businesses and NTOs managed to 

make such cruise passengers realize it before they book a trip, the demand on cruises 

with longer stay at a destination would increase, and so (supposedly) the supply of 

them. The last way of getting more time from cruise passengers is turning them into 

return tourists, meaning motivating them to visit Iceland again, be it on another cruise 

or by an airplane. 

Getting cruise passengers to spend more time at a destination is very important 

because it would contribute to more even geographic distribution of tourism.  

7.3 Limitations and further research 

The main limitation of this research is that it shows cruise passengers from subjective 

perspectives, which reflect interviewees’ personal opinions and experiences with them. 

While it was the goal of this research to study passengers from this angle and to figure 

out the main themes and issues on the subject, these results are only the first step in 

studying cruise passengers and their behavior. 

Further research based on these results could include studying cruise passengers, 

their segmentation and travel behavior through quantitative methods. Further research 

could also be directed towards more detailed study of the Internet as means of 

marketing towards incoming tourists in general or cruise passengers specifically. 
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8 Conclusion 

The main goal of the research was to study cruise passengers coming to Iceland through 

their segmentation and to learn about marketing practices directed to them. In order to 

achieve the goal the following research questions were set: 1) How do people working 

with cruise passengers visiting Iceland experience differences between them? 2) In what 

ways are Icelandic tourist products and services marketed to cruise passengers?  

Qualitative research method was used in the research. Personal interviews were 

chosen as means of collecting information in order to gain better insight of the 

participants’ perspective. The researcher took interviews with 10 people from different 

companies who interact with cruise passengers on regular basis at their working place. 

The researcher aimed to get an understanding about how these people experience 

differences between cruise passengers. It was also intended to learn which ways of 

marketing tourist products and services are considered the best by interviewees. 

The main findings reveal that participants feel the strongest difference between 

cruise passengers of different nationalities, passengers coming on different ships (size 

and type), and passengers coming during different time of the year. What concerns 

marketing, it’s almost exclusively carried out through the Internet. A good website, 

search engine optimization and word-of-mouth being participants’ most preferred 

methods. Value of these findings lies in gathering knowledge about who actually the 

customers are, how they differ, what they expect, and how it is better to reach them. 

Answering these questions makes it easier to deliver superior value to them. 
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Appendix 1 

The Interview frame 

1. Working at your company, how often do you have to deal with cruise 

passengers? 

2. How much would you say cruise passengers differ from each other? 

a. In what ways? 

3. What is your opinion about different groups of cruise passengers? 

4. Do you prefer a particular group of cruise passengers over others? 

a. Why? 

5. Can you describe these passengers? 

6. Why do you give your preference to them? 

7. How much in your opinion has the cruise industry in Iceland changed recently? 

8. In what ways has it changed, do you feel? 

9. What is your attitude towards the changes? 

10. How do you usually reach cruise passengers/ or they reach you? 

11. How do you market your products to cruise passengers? 

12. Which methods do you find most useful? 

a. Why? 

13. Do you use different methods in marketing to B2B or B2C customers? 

14. Why did you choose to emphasize on B2B / B2C model? 

15. What are the benefits of using that model in your view? 


