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IMMEDIATE MARKET AREA  

The immediate market area of a vacation rental, has a direct impact on its economic performance.  

For this reason, marketers concentrate on evaluating their property’s competitive strength within a 

specific geographic area.   

Vacation rentals generally compete with one another on the basis of such factors as location, rental 

rates, amenities, age, appearance and type of construction.  Their market positions – i.e., their 

occupancy and rental rates – are determined by how successfully they can compete with their 

immediate competition.   

The best way to define the boundaries of your immediate market area (or neighborhood), is to 

identify the properties that compete with one another for guests, within a specific geographic area.  

Ironically, the property next door – may not necessarily be your immediate competition.  While the 

property 13 miles away, may have more of an influence in steering guests away from your targeted 

property. 

People customarily shop for vacation rentals based upon a particular vacation destination or 

planned vacation activity.  Why people choose to vacation in a particular destination, is often 

reflected by vacation advertising in general – ads (either television or magazine) which  emphasize 

why come visit California, Hawaii, or Belize.  Such advertising, will often feature what an area has to 

offer, incentives, and why considering this location is the best choice. 

In a suburban community, the city limits may designate the neighborhood for a vacation rental 

property (as in the case of Disneyland and Disney World), while in very large urbanized areas, a 

neighborhood is likely to be defined as a distinct or geographical area.   

Let’s look at the country of Belize for example.  For most vacation rental properties, your immediate 

market area may be the various districts located within this country.  Often times, tourists will select 

one district over the other, simply because it offers the kind of things guests are looking to do.  The 

closer you get to the district borders, your immediate market area for your vacation rental, may 

overlap into the next district, in expanding the number of competing properties in your area.  

For years Ambergris Caye and Caye Caulker islands, have been the top travel destinations for the 

country of Belize, followed closely by the Cayo District and Placencia in the Toledo District.  Tourists 

seeking Barrier Reef activities (such as diving, snorkeling, fishing or sailing), will no doubt select either 

Ambergris Caye or Caye Caulker.  Tourists seeking a true jungle or ecological experience (such as 

cave tubing, zip lining, jungle horseback riding, cave exploration, and mayan ruins), may select the 

Cayo district.   
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Location is obviously an important factor in selecting a vacation rental.  It is important to understand, 

that guests will make different selections when it comes to vacation accommodations verses their 

own living accommodations back home.  With vacation rentals, guests will often make allowances 

for comfort over distance, because……..after all it’s about enjoying your vacation.    

There are two additional factors which come into play when making a decision on vacation rentals, 

and that is quality and price.  For some vacation rental prospects, they tend to be more price 

sensitive and may make their decisions based on price alone, especially in tough economic times.  

For others who consider value for the money, the anticipation of enjoyed amenities for the price (hot 

tubs, plunge pools, pool bars, kayaks, spa and chef services, continental breakfasts, live-in butlers & 

daily maid service), is enough reason, to make their choice.  Therefore, in establishing which 

properties may be your competition, you need to establish which properties compete with you in a 

similar way.   

Keeping in mind, that the villa next door which rents for $1,295.00 per night and sleeps ten (10), with 

ocean views, an outdoor living area, infinity edge swimming pool, and hot tub….will hardly be 

competition for the one bedroom condo at $275.00 a night, with daily maid service and the only 

thing to boast of, is its views.  Look for the properties that compete with you in similar ways.  If you are 

a large villa house offering all the bells and whistles, then look for other large villa homes that offer 

what you do.  It may be, that your nearest competitor, is 13 miles away.   

Building type, also plays a factor in the decision making process for vacation rentals for some guests.  

Some prefer 4th floor or a penthouse unit, the feel of being on top of the world, with the best view 

possible.  While other guests, demand first floor, and being only a few steps away from the beach or 

the pool.  Others will want the rustic feel of a jungle thatched roof bungalow, while others will want 

the latest, architectural experience out there. 

Property owners, realtors, travel agencies, leasing agents, and others, who market vacation rentals, 

have all developed and refined a variety of techniques to evaluate the competitive strength of 

various properties.    This article though, has been specifically tailored to helping the individual resort 

owner, understand his or her position in the market.   

Let’s start by taking an honest look at your vacation rental, its age, size, building style (type) and 

particularly the amenities that you have to offer or perhaps don’t offer.  If I were going to ask you this 

one question, how would you answer?   

Why should people come to your property, rather than your competitors?   

If you cannot clearly answer this question, in a matter of seconds, then you do not have a grasp on 

what your competition is doing and what you need to do, to be different. 
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EVALUATING YOUR COMPETITION 

The accepted methodology for evaluating the competitive strength of a vacation rental in its market 

area, includes use of the marketing grid.    

Marketing grids are useful for several reasons.  Developers, management companies, all employ 

them in determining the quality of a property against its competition.  A grid will also help you to 

calculate what your sales prices and rental rates should be - for what you offer, given your exact 

standing in the market.  Grids are also helpful to developers, because they reflect the types and sizes 

of vacation rentals and amenities being offered, in a specific market area, which they will be 

competing with. 

As stated earlier, and I cannot emphasis this enough, just because a vacation rental property is next 

door or across the street from you, does not necessarily make it your competition.  Competition can 

be defined as two parties (or a group of individuals or entities) with similar offerings, competing with 

each other for the same goal, for the purpose of winning first place or a prize.  In this case, the prize is 

the guest selecting your vacation rental over your competitors.  So now let me ask you, what are you 

going to do to be different and stand out, to win the prize? 

Grids are helpful for real estate and management companies for marketing purposes.  They provide 

snapshots of the strength and quality of the market, in which they’re selling to prospective clients.  

Grids, provide critical data that can be used to assess whether or not their products are 

appropriately priced. 

Moreover, a careful study of the competition, when completing the marketing grid, will reveal 

absorption, by unit type, at various sales prices and/or rental rates.  Equally important, is the diligence 

which is used in collecting this data by means of telephone interviews and site visits.  This information 

enable marketers to evaluate their niche in the market, that their vacation rental occupies, and 

provides helpful clues that can be employed to leverage their products amongst – and against – the 

competition. 

In the next article, I will supply you with a number of grid forms to work from, and explain how to go 

about completing these grids in doing your own research.  These grids can be used in helping you to 

evaluate where your vacation rental property stands against your competition.   The results can be 

very enlightening! 

If you are having trouble comparing your property with your competitors, please feel free to contact 

our office for assistance.   


