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Cruises have exploded in popularity in the 1980s and 1990s with 1998 sales of 

cruises exceeding $9 billion. The cruise companies are scrambling to keep up with 

increasing consumer demand by building larger, more elaborate vessels to attract and 

entertain

 their target markets. The current wave of expansion includes twenty three new 

vessels under construction, taking the cruise industry from its 

current 135,000 

berths to over 

200,000 by 2003, an increase of 5 1 % in only four years. Demand for cruises is st

rong and 

growing, with the number of cruises taken growing almost 10% each year since 1982.

 

 

The older consumer has long been a staple for the cruise industry and was the 

primary target as the business first developed. And despite a broadened marketing app

roach, 

cruises still carry about 40% older consumers, accounting for 35 % of total cruise purchases.
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The older consumer market remains an attract

ive target for this industry for several 

important reasons. First, the older adult segment is one of the fastest growing demographic 

groups. The number of Americans aged 55 and over will approach 60
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"Nothing so liberalizes a man and expands the kindly instincts that

nature put in him as travel and contact with many kind of people."


‑ Mark Twain

I. Introduction

Travel is widely mentioned as one of the activities that people look forward to most. Leisure travel provides an escape from everyday surroundings and allows people to visit places they had previously maybe only read or dreamed about. And many working people list leisure travel as one of their major objectives when they reach retirement.

Travel is an activity that can be enjoyed by almost every segment of the population with choices ranging from inexpensive day tours to around‑the‑world megatrips that requiring a lifetime of savings for many travelers. The travel industry in the United States is large and growing, with consumers spending over $30 billion in leisure travel in 1998, a 14% increase from 1997. And one segment of the travel industry that is leading that growth is the cruise industry.

Cruises are a unique travel product that allow passengers to easily visit a variety of exotic places with almost no effort. Cruises are typically an all‑inclusive vacation, meaning that food, lodging and entertainment are all included for one up‑front price. Cruises are also less hassle for their guests with everything that is needed just a few steps away. Traveling on a cruise eliminates the need and expense of tour guides, rental cars, and extra fees by packaging everything together. For passengers, this also means a more relaxed atmosphere with less stress and more time to enjoy the vacation. Cruises are widely available throughout the world with itineraries that vary from popular Caribbean ports to less traveled places like Africa or the Red Sea.
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million by the year 2000, an increase of 11% from 1990. This older consumer age group is growing 3 ‑ 4% faster than the population as a whole as the U.S. population continues to age. This also means that by 2000, almost 30% of the U.S. population will be 55 or older. And 70% of these older consumers will be between 55‑74 years old, and more likely physically able to undertake major travel plans.

Older Adults as % of U.S. Population

1980
1990
2000
2010
2020
2030

Second, this older segment of the population also has more financial resources available than most other segments, again making them a prime target for leisure travel. The 55+ age group holds nearly 80% of the nation's assets, with a net worth of roughly twice that of younger consumers. Older Americans also have something at least as valuable as numbers or money ‑ time. Free from most of the time constraints of earlier years, many older adults enjoy a large amount of leisure time which can be spent traveling and undertaking activities they were unable to enjoy earlier.

3

Kevin Wilkinson 594‑38‑8380

[image: image3.png]



AVERAGE NET WORTH ‑ 1997
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The cruise industry is healthy and getting better every year. With the combination of increasing population, higher wealth, and availability of free time, the older consumer market continues to be an attractive target segment for the cruise industry. And with all the amenities and ease of travel that a cruise provides, the older adults segment will likely continue to choose cruise travel when spending their leisure travel dollars.

11. Older Adult Behavior / Trends

Older adults exhibit distinct characteristics that make them different from younger or middle‑aged adults in a variety of important areas. These differences range from physical limitations to greater financial freedom and availability of leisure time. Each difference holds important implications that marketers of cruise products should consider when developing a plan to target the older consumer market.
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An important difference between older adults and their younger counterparts is that older adults are generally in better financial condition. Older adults, although currently representing only a little more than 20% of the U.S. population, hold almost 80% of the assets, making them able to afford many things younger people cannot. Net worth is also commonly used as a barometer to compare financial status. Older adults also have a corresponding higher net worth than younger groups. And older adults also have higher levels of disposable income, with the 65 and over age group having greater than 50% more than the national average.

While many younger people actively seek time savers to improve their quality of life, older adults do exactly the opposite. Without the time pressures of work and raising a family, most older adults have extra time they can spend on activities they enjoy. Older adults spend an average of 25‑30% of their day on obligatory activities while younger, working adults commit up to 65% of their time to these same activities. This means that older adults have time to spend on leisure events that they were unable to do previously because of the time pressures from other responsibilities.

While the mind of an older adult may stay sharp until very late in life, the body often does not fare as well. Older adults experience numerous changes in their physical and psychosocial environment that make them different consumers from when they were younger. As a person ages, their ability to process information declines as the nervous system cannot maintain its previous pace. Nerve impulses slow down, making them slower to feed information and stimuli to the brain. It also takes longer for older people to incorporate information from their environment. External stimuli, like background
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noise or music, may also become distracting and limit the older person's ability to process the primary message. Large amounts of information therefore are more difficult for older adults to handle, and as memory loads increase, recall will also decline. Other physical changes commonly seen in older adults include loss of visual acuity and contrast, increased glare sensitivity, and decreased color detection. Older adults may also experience hearing loss and a decrease in tactile senses.

These physical changes limit the older adult's ability to move around as easily as they once did and make it harder for them to physically interact with their surroundings. Going to the store, lifting items, and gathering information, all things that were once taken for granted, are now much more challenging to accomplish. These changes affect the priorities of the older adult and influence how they live, interact, and purchase.

Apart from physical changes, older adults also experience other, psychological changes that make them unique as consumers. Older adults will encounter cognitive changes that make it harder to understand new concepts and store information. Short term memory is also affected, leading to decreased ability to retain information. Short term memory may also decline due to decreases in attentional capacity.

Their personality often changes due to increased isolation from daily stimuli. Older adults may begin to feel inferior and many become highly persuasible. Older adults may also judge themselves as less competent than younger adults when dealing with new or unfamiliar situations. Their increased introversion and slowing of cognitive processes leads older adults to become more conservative and less likely to take risks.

6
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Another way to examine the differences between older and younger adults is to consider changes in lifestyles and values. Older adults spend considerably more time inside their home which leads to higher mass media consumption and home‑based activities like gardening. Older adults like to socialize and prefer spending time with friends and relatives. Their strong desire to socialize also influences their shopping behavior and travel desires. Shopping and other activities are viewed as social outlets and opportunities to interact with others. Their values may also shift slightly, with older adults rating themselves as more calm, careful, logical, and cost‑conscious.

In summary, older adults are less likely to interact efficiently with the external environment, leading to isolation and dependence on previously acquired experiences and situations. They become more conservative and reliant on information coming to them rather than seeking it out on their own. They also tend to stay closer to home and seek social outlets to fill time. These physical and psychological changes also help to explain the differences in media use between older and younger adults.

Older adults consume mass media differently from younger adults. Mass media, including television or newspapers, becomes a mode to fill time while bringing important information to the older adult. Television and newspapers are the most popular media choices for older adults, with news and information sections rated at the most widely used. Television viewing is particularly strong among older adults, as the average older adult spends almost six hours a day watching TV, particularly in the morning. Almost 80% of all older adults read a newspaper daily also, with many reading more than one newspaper per day. News and editorial sections are the most popular. Newspapers also
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rate as a more credible source of information to older adults. This may be due in part to the fact that self‑paced media, like newspapers, allows older adults to take their time while absorbing the information presented.

As consumers, older adults spend up to 10% more than the national average, with spending declining with increasing age. Older adults appear to enjoy shopping and prefer to shop in‑store over any other method. Older adults also tend to shop as a couple more than younger adults. They value convenience highly when shopping, including everything from helpful staff to close‑in parking. Older adults also bring a conservative approach to many aspects of shopping behavior. They prefer well‑known brands over generics, companies that are familiar and seek their business, and highly value personal, friendly customer service.

Since cruises are purchased infrequently and are costly compared to most purchases, consumers in general seek large amounts of information before making their purchase decision. This type of purchase is regarded as "high involvement" due to the large amount of time typically spent researching purchase options. Older consumers also seek information before making high involvement decisions but may rely mostly on mass media and their own experiences to decide between options. Older adults also rely heavily on informal information sources like friends and family when evaluating purchases.

Older consumers also draw strongly on their own experiences and knowledge when making purchase decision like this. However, many adults may not already have relevant information about cruises or destinations. Therefore, they must gather this
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information externally. Older adults prefer to receive information about travel and cruise packages from just a few distinct sources. A recent survey revealed that over 40% of older adults preferred to receive news in the mail, with another 35% showing preference for a television or print ad. Less than 10% said they wanted to receive information in a group setting (seminar) and even fewer expressed interest in being visited by travel agents or telephone selling. Therefore, older adults prefer to receive information they can review in their home at their own pace. These preferences show support for using marketing approaches like direct mail and newspaper advertisements to provide cruise information to older adults.

Patronage of cruise lines by older adults is tied to several factors, including economic considerations, facilities, and services. Despite the fact the older consumers as a group are more concerned with value over price for many products, cruises are heavily scrutinized for bargains and discounts. More than half of older adults indicate that prices are a major consideration and 45% list age discounts as important also. This price awareness may reflect the older adults perception that many cruise lines are similar and have not differentiated themselves effectively enough to warrant special, non‑price related consideration. Other important factors included explanation of services and the way ads depict older consumers.

III. Strategy

Market opportunity for cruise lines appears to be very strong, especially with

older travelers. According to the Cruise Line International Association (CLIA), there are
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almost 70 million people in their target market that have never cruised. The total target market for cruise lines is over 130 million people, with portions of that group being repeat cruise customers (22.4%) and non‑vacationers (26.0%). Cruising remains the dream of more than 58% of all adults, yet only 5‑6% of adults have actually taken one.

Regarding older cruise prospects, those over 60 years old comprise 28% of the prospect market for cruises while people age 40‑59 are the largest age target segment, representing 45% of all cruise prospects. And while many of these targets are not considered "older adults" yet, they will be moving into this category within the next

few years.

Cruise Prospects

Non‑Vacationers


26%

Past Cruiser < 5 yrs ago 14%

Past Cruiser

> 5 yrs ago

8%

Never Cruised

52%

Of the target population for cruise lines, 56% of them indicate that they are interested in cruising within the next five years and 31 % responded that they would definitely or probably will take a cruise in the next five years. Translated into financial
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measures, this indicates a future potential of $97 billion for the cruise line industry based on those who indicated some interest in cruising. This future potential amount is more than 10 times the revenue from the entire cruise industry in 1998 and explains why many cruise lines are building new ships as quickly as they can to meet the expected strong future demand. This becomes even more clear considering the growing older adult population and the fact that this group represents one of the largest cruise targets.

Cruise Market Potential Next 5 Years

Def initely/probably cruis

Interested in next 5 yrs

millions of prospects

Cruise products are extremely varied, from intimate sailing vessels carrying less than twenty passengers to gigantic, floating resorts that accommodate more than 3,100 guests. Prices range from $699 per week to over $50,000 depending on itinerary and time of sailing. Cabins can be smaller than many cars or as plush as a land‑based penthouse. Some cruise lines create "theme weeks" onboard, including themes like celebrity week and sports week. This wide variety of cruising options allows for almost anyone to find a product that fits their objectives and needs. Several cruise lines are
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sponsoring musical theme weeks this year, with bands playing 1940s and 1950s music, a


clear attempt to attract nostalgic, older travelers.

The largest cruise lines, Carnival and Royal Caribbean, focus on large, high activity voyages that include Broadway shows, midnight buffets, and casinos. The smaller lines appeal to differing sets of travelers and usually focus on unique subsegments for their passenger base. Lines like Cunard, which has been operating for more than 150 years, cater to the older, more affluent cruiser who demands superior service and classy accommodations.

There are a variety of methods that can be used to segment the older adult cruise market. Considering that taking a cruise requires two basic ingredients, leisure time and money, either of these criteria could be used to isolate segments for targeting. However, as with many other segmenting efforts, understanding the types of people and lifestyles that would be interested in cruising helps create a better way to divide up the different segments and isolate those that are the best targets.

The Cruise Line International Association studied recent cruisers and found six distinct segments of passengers:

1. Restless Baby Boomers (33%) ‑ Newest to cruising, would like to cruise again. Cost is important and may be trying different vacation options. Marketing messages should focus on the affordability of cruise and superiority over other vacation options.

2. Enthusiastic Baby Boomers (20%) ‑ Already convinced about cruising benefits. Live busy, stressful lives and look to cruises and vacation as an escape. Should promote the fun and relaxation of cruises to this group and cruising as a family experience.
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3. Luxury Seekers (14%) ‑ More affluent and will spend money for pampering and first class accommodations. Messages should address their

desire for luxury and ability of cruise to satisfy their sophisticated

desires.

4. Consummate Shoppers (16%) ‑ Looking for best value. Very committed to cruises and satisfied with past cruise experiences. Marketing messages should focus on cruise as value vacation and highlight special rates and promotions.

5. Explorers (11%) ‑ Well educated and well traveled. Curious about different locations. Focus on new destinations with opportunities to explore

and learn about a new area.

6. Ship Buffs (6%) ‑ Oldest segment. Have cruised extensively and expect to continue as they enjoy pleasure and comfort of cruising vacation. Messages should reinforce ship experience they already know and

enjoy.

Luxury Seekers

14%

CLIA Cruising Segments
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Consurrete
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The CLIA segmentation model uses psychographic profiles to address different types of cruisers and establish marketing directions for each group. It identifies that a large portion (53%) of cruise targets are baby boomers, confirming the importance of the older consumer segment to the cruise industry. However, the gerontographic profiles should also be considered when searching out appropriate target segments specifically within the older adult population. Since the gerontographic profiles also incorporate factors including financial ability, lifestyles, and attitudes, they can easily be adapted to uncover older segments that the cruise industry can target.

Of the four gerontographic segments, healthy hermits, ailing outgoers, frail recluses, and healthy indulgers, the latter group appears to be the most viable segment to target for cruise products. Healthy indulgers are active, physically able to travel well, and can afford to purchase a cruise. They also are willing to spend on themselves and crave social engagement. They are generally more involved than other segments and seek opportunities to enjoy life and remain active. Healthy indulgers like to shop and respond well to in‑store promotions and direct mail, creating implications for marketing tactics to reach this group. This group should be the primary target segment in the older population for cruises.

The runner‑up in this segmentation contest would likely be ailing outgoers. Despite relatively poor physical health, this group also desires to remain active and is interested in trying and doing new things. They are also likely to maintain their outgoing lifestyles even with declining health. This group should be considered the secondary target segment. Healthy hermits and frail recluses are withdrawn from much of society
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and would not likely desire or enjoy a cruise vacation. These segments should not be considered when developing marketing approaches for cruise lines. The CLIA segments of restless baby boomers and enthusiastic boomers overlap fairly well with the healthy indulgers from the gerontographic profiles.

Cruise lines face several important issues when positioning their product to the older adult. Fortunately, cruise products have built‑in appeal for many segments, especially the defined target segments. For older adults cruises need to be positioned as fun, relaxing, affordable, and easy to purchase and enjoy. Older consumers should have information available conveniently and be able to receive personal service from the travel agent and onboard to enhance their cruising experience. Considering that healthy indulgers enjoy in‑store shopping, travel agents should be trained to highlight the ease of buying and taking a cruise.

Cruises also involve logistical issues, including often having to fly to the departure port. Some consumers may view this extra step as making the purchase more difficult and complicated. Partly in response to this, several cruise lines, including Carnival, operate their own airlines to provide easy, timely air travel for cruise passengers. This has helped overcome the problem of dealing with multiple providers to go on a cruise and helped the cruise lines create a complete package for their guests. This has created a "one‑stop shop" for everything you need to take a cruise.

Since older adults indicate the price is a major purchase factor for patronizing a cruise line, this is perhaps the most important positioning area. Cruises vary dramatically
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in price ranges, but messages to older consumers should stress the value of cruises as a vacation or the price position of one line over competing brands.

Convenience is another positioning consideration for cruise lines that older consumers rate as very important. Convenience means many things with travel products like cruises including ease of finding information, the purchase process itself, and on​board convenience. Cruises should be highlighted as easy to buy and easier to take. Cruise lines that identify themselves as convenient to buy, easy to afford, and enjoyable should be successful in meeting the key issues of the older consumer market.

Carnival and Royal Caribbean Cruises have also invested millions in developing a strong brand name image to all consumers. The have attempted to replace the word "cruise" with their brand name in advertising to get consumers thinking about just their line and not the entire industry. For example, Royal Caribbean's recent campaign ended with the tag line "You've got some Royal Caribbean coming." This line was intended to build awareness of their brand in an industry where brands have not proven to be highly differentiated. Brand names do not appear to affect older adult patronage but could be more important if bookings slow down and competition intensifies. Therefore, cruise lines should work to increase brand name equity as a future marketing and risk reducing tool.

Another tool for cruise lines to consider is warranties. Older consumers show preferences for product warranties as they help reduce the risk involved in the purchase. Cruises are a much different product to warranty, since many factors including weather and local ports are out of their control. However, cruise lines should focus on what is

16

Kevin Wilkinson 594‑38‑8380

within their control and guarantee their responsibilities will be carried out as expected. This will help assure the older consumer that at least a portion of the purchase is less risky. Carnival Cruises offers a "Vacation Guarantee" unique in the industry. Carnival guarantees its guests will be satisfied with their vacation aboard one of its ships. If the guest is unhappy with the vacation, he can disembark at the first port and Carnival will refund the unused portion and pay for their flight back home. Programs like this should help attract older consumers by reducing risk, especially for first time cruisers. Many other cruise lines sell separate trip cancellation insurance as a hedge against problems or delays.

One of the advantages of cruises as a product is the almost infinite variety of different options. Ships come in all sizes and offer tremendously different itineraries and onboard amenities. One of the more important features this product offers is the ability to take guests to many different ports in the same week. Cruise lines targeting older adults should continue to focus on variety and offer multiple, changing itineraries to keep guests interested and to encourage repeat trips. Over 86% of cruisers recently surveyed agreed that visiting multiple destinations was important to them.

Onboard amenities are another important area when marketing cruises as a product. Ships generally offer a wide range of activities for their guests including shows, casinos, exercise facilities, and even a full library and an ice‑skating rink on Princess Cruises' ship The Grand Princess. Although some cruisers may choose to do nothing more than read a book and gaze at the sea, cruise lines need to continue to innovate their onboard activity choices to offer guests the options they expect. Cruise lines could
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consider conducting seminars or classes on older adult interests to better attract subsegments interested in continuing education while afloat. In fact, Crystal Cruises offers a beginners computer class called Computer University at Sea program. Classes could also be taught on photography or island culture to enhance the experience of visiting foreign places.

Cruise lines spend heavily on promotions to attract business and help keep their ships full. These promotions vary from network advertising to deep discounts off regular cruise prices. Cruise lines should base their promotional strategy to older consumers on how this segment uses mass media and what criteria are important to them when choosing a cruise provider.

Cruise lines are large buyers of network television time and this strategy, although expensive, should be effective at reaching heavy television viewers including older adults. These media messages should focus on the enjoyment and relaxation a cruise provides while also promoting the ease and convenience of buying a cruise. The affordability of cruises should also be stressed since pricing is a major purchase factor among older adults. The television ads should be slow paced and easy to follow, with brightly lit scenes and repeated messages hitting on the key selling points. Ads should run in the morning hours and around new programs to better reach older adults.

Older adults also prefer print and direct mail ads when considering travel products like cruises. The self‑paced nature of these media choices allows for better adoption of information, especially with an information intensive product like a cruise. Cruise companies also rely strongly on these options to promote their products. Newspaper ads
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and direct mail are excellent choices to target the older consumer market and should be part of all cruise lines' marketing approach.

However, the most common promotion used in the cruise industry is discounts and pricing specials. Discounts and specials are common with all lines as cruise companies price their products to ensure they sail with full loads. Discounts are important to older travelers and consistently rated as "very important" in patronizing a cruise line. Cruise lines should focus on the affordability of cruises but consider moving away from heavy discounts to attract older travelers. With occupancy rates running close to 90% on most trips, constant discounting may be establishing a dangerous precedent. However, with many new ships coming on line and capacity increasing, cruise lines will continue to price aggressively to sail with full ships.

Cruise are typically "all‑inclusive" vacations except for alcohol and specific activities. Generally, the rule is to expect to pay around $200 per day per person. This would price a 7 day cruise at about $1400. However, cruises are routinely discounted to $699 ‑ $899 per week to fill spaces. And numerous cruise lines are now posting weekly cruise sales on their internet sites to fill last minute vacancies. Cruise lines should also offer several payment options to appeal to older consumers. Credit cards, checks, and cash are currently the most popular forms of payment but older consumers may also be attracted by a newer form of payment being promoted by many lines. Windjammer Cruises offers a "Salt It Away" program that allows for regular monthly payments up to eighteen months ahead to pay for the cruise. By promoting this method, Windjammer
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has been able to enhance the affordability and ease of purchase positioning of their cruises.

Senior discounts are also widely used to target older cruisers, but as with airline senior discounts, many have lost their appeal as almost all companies offer similar savings. The availability of deep discounts to all cruise travelers has overshadowed this once unique senior benefit. Membership club discounts are also important to older consumers and groups like AARP offer special discounts to their members on certain cruise lines. However, due to the common availability of other discounts, this limited program does not appear to present a substantial pricing advantage to members.

Distribution of cruise products is handled almost exclusively by travel agents. CLIA reports that over 95% of all cruise revenue is generated by agents. These agents are used most often as an advisor (57%) and sometimes just as an order taker (43%). Cruise lines should focus on travel agents when targeting the older market as agents are better able to provide the information and personal service valued by older shoppers. Cruises are an involved purchase that many consumers, especially older ones, may find too difficult to navigate alone. Cruise lines should offer agents special training in working with older adults to improve their service level to this segment and increase sales.

Although many travel agents are "cruise only" agents, the larger cruise lines might also consider opening their own travel agencies carrying their brand name to lure prospective buyers. Carnival or Royal Caribbean could backward integrate into "cruise stores" to focus on their product and better reach consumers. With special training and
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focus on the older adult market, agents in these stores could specialize to enhance their success in this area. Other distribution options including door‑to‑door and telephone selling are not common or practical for this product and should not be considered as a primary selling method.

After developing and presenting the marketing plan, it's also important for cruise lines to research and evaluate their effectiveness at reaching and satisfying their target markets. Cruise lines rely on CLIA for overall industry analysis of passenger satisfaction. This industry group reports over 90% of first time cruisers are either extremely or very satisfied with their cruise vacation. Individual lines should also conduct regular customer research to determine if their marketing approach has been effective. Cruise lines can use surveys, telephone interviews, and personal contact to evaluate their success in providing the type of product they created.

When researching older consumer satisfaction, cruise companies should be active in researching older adults to ascertain their satisfaction level and desire to repurchase. Since the cruise industry relies on return travelers for much of their business, and since older consumers are less likely than others to complain, it's extremely important for cruise companies to identify gaps in their marketing plan before they become too large. Analysis should also include examining sales by age and segment to see if they have been effective in targeting the older market.

In summary, the cruise industry appear to have an excellent opportunity for growth by targeting older adults. The older adult segment is the fastest growing demographic group and many older consumers have the time and money to take a cruise.
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Cruises need to position themselves to this segment as enjoyable, easy to take, and affordable. Cruise lines should focus on advertising through television, print, and direct mail and create ads that deliver these messages. Cruise lines should recognize the importance of discounts and personal service to older adults and work with travel agents to continue to provide these selling tools. Finally, cruise companies should continue to evaluate the effectiveness of these programs to ensure they are sending the right message and receiving the right results. Bon voyage !
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Cruises have exploded in popularity in the 1980s and 1990s with 1998 sales of cruises exceeding $9 billion. The cruise companies are scrambling to keep up with increasing consumer demand by building larger, more elaborate vessels to attract and entertain their target markets. The current wave of expansion includes twenty three new vessels under construction, taking the cruise industry from its current 135,000 berths to over 200,000 by 2003, an increase of 5 1 % in only four years. Demand for cruises is strong and growing, with the number of cruises taken growing almost 10% each year since 1982.


The older consumer has long been a staple for the cruise industry and was the primary target as the business first developed. And despite a broadened marketing approach, cruises still carry about 40% older consumers, accounting for 35 % of total cruise purchases.
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