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A Strategic Approach to Tourism Development and Marketing

1. Background
The next decade is expected to be a challenging one for tourism in Wales.  The tourism industry makes a vital contribution to both the economy and the social well being of Wales.  It is a complex industry, composed of many different players and influenced by many factors, both domestically and internationally.  Hence the need for an integrated strategy, based on input from industry participants, and identifying clear goals to drive the growth of the industry while protecting and conserving Wales’ unique environmental and cultural assets.  Annual spending from overnight tourists and day visitors to Wales exceeds more than £2.0 billion.  Although it is an industry dominated by small independent operators, tourism supports up to 100,000 jobs directly and indirectly in the Welsh economy, more than 10% of the workforce.

The events of 2001 which saw the damaging impact of Foot and Mouth and September 11, the impact of rising public liability insurance premiums, the emergence of new competitor destinations and the increasing sophistication of consumers who are becoming more demanding, less loyal and more difficult to satisfy are some of the more obvious challenges which face tourism in Wales.

2.
A Strategy for the Future

In fulfilment of its statutory role as the lead body for tourism in Wales, the Wales Tourist Board has consulted with all parts of the industry, stimulating discussion on the key strategic challenges that will need to be faced over the next 10  years.  On behalf of the industry, WTB has long accepted the value of preparing medium-term strategies which provide a framework for clarifying future direction, establishing priorities and stimulating effective working relationships to implement an agreed action plan.  The current national tourism strategy for Wales Achieving Our Potential was launched by the First Minister of the Welsh Assembly Government in April 2000.  It is the third in a succession of national strategies prepared by WTB on behalf of the tourism industry in Wales.  It provides a sound framework for co-ordinated action between organisations, agencies and individual businesses to help secure long-term prosperity and sustainable growth for the industry and increase its contribution to a more diverse Welsh economy.  

3.
Targets for Growth

Achieving Our Potential sets stretching growth targets for tourism in Wales.  Assuming that adequate resources are made available to implement the strategy, total spending from overnight tourism is forecast to increase by 6% per annum from £1.2 billion in 1998 to £2.7 billion by 2010.  While the domestic market will remain of core importance to Wales, spending from overseas visitors is forecast to more than double to £400 million over the strategy period.

Table 1: Strategic Targets

	
	1998
	2010

	1. UK TOURISM
	
	

	Tourism Trips
	9.8mn
	13.9mn

	Tourism Spend
	£1100mn
	£2342mn

	2. OVERSEAS TOURISM
	
	

	Tourism Visits
	0.79mn
	1.26mn

	Tourism Spend
	£176mn
	£396mn

	3. EMPLOYMENT IN TOURISM
	
	

	(Full time equivalents)
	100,000
	115,000

	4. PROPORTION OF G.D.P.
	7%
	8%


4.
Strategic Goals

Four key strategic themes are identified in Achieving Our Potential:-

· Competitiveness:
We must seek to improve the competitiveness of the industry.  Newly emerging tourism destinations have made it more difficult for relatively mature destinations such as the UK to maintain its share of international tourism.  At a time of ever increasing competition between destinations, providing a quality experience for visitors is a key to success, encouraging people to stay longer, return in the future and recommend Wales to others.  Visitors are becoming more discerning in their requirements and less tolerant of mediocre, indifferent service.  Delivering a consistent, quality experience for the visitor is a central theme of the strategy;

· Quality: The tourism product is hugely fragmented.  It is made up of places to stay, places to visit, things to do and the general infrastructure which provides a vital backdrop to the visit.  If Wales is to enhance its competitive tourism position, we must seek to enhance the quality of the visitor experience at every stage of the visit.  In order to do this well, we must understand and respond to market needs, perceptions and motivations to better inform investment priorities and marketing decisions.  The motivations and opinions of visitors must be understood in order to predict future trends and the tourism industry in Wales must respond accordingly to ensure that consumer expectations are exceeded.

· Sustainability: The principle of sustainability is at the heart of the strategy.  It recognises that the scale, pace and character of development must be carefully controlled to safeguard Wales’ environmental, historical and cultural assets.  Similarly, tourism can only thrive if it has the support of local host communities and the strategy fully accepts the need to respect the needs of local residents in the future development of tourism throughout Wales.  The strategy sets out four objectives for sustainability:-

· To extend the tourism season to spread the benefits of tourism throughout the year; 

· To spread the benefits of tourism geographically, socially and economically;

· To improve revenue yield by increasing skills, professionalism and innovation in tourism businesses;

· To minimise the adverse impacts of tourism through effective visitor management and by encouraging tourism operators to adopt environmentally friendly business practices

· Partnerships: Tourism in Wales operates predominantly in the private sector - this is where the actual visitor experience is delivered.  The policies and functions of many different public sector and voluntary organisations exert powerful influences over the way that tourism is promoted, developed and managed.  Securing future success for the industry depends upon effective working relationships being established between willing partners.  Fundamental to the achievement of this goal is a clear understanding of the role and responsibilities of the many different organisations involved in tourism.  No single organisation has the range of skills, resources or remit to work in isolation.  Tourism is a fragmented industry and it is essential for government and business to work together in an effective way to get things done and to make things happen.

5.
Strategy Integration

WTB has two core functions:- 

(i) to market Wales as an attractive tourism destination; 

(ii) to develop the tourism product in Wales by encouraging quality improvements through investment and business support.


These dual functions are closely aligned within WTB and the inter-dependent relationship between marketing and development is simply illustrated below:-

Figure 1: The Marketing/Development Cycle

















There are many critical points in this relationship.  Clearly it is crucial to ensure that the programme of marketing activities undertaken by WTB in partnership with other organisations is effective and informed by appropriate consumer research.  But it is even more important to ‘deliver the promise’ to those visitors who are stimulated by WTB marketing to visit Wales.  Unless the tourism experience and the quality of every element of the tourism product matches the expectation of the visitor, sustainable tourism growth for Wales will not be achievable.  Visitors who are not satisfied with their stay in Wales are unlikely to return or to recommend Wales to others.  Revenue growth will slow down and investment in existing or new products will be more difficult to stimulate.  WTB has prepared detailed strategies to support the effective and integrated delivery of its marketing and development functions:-

(i)
Strategic Marketing Action Plan 2001-2005


This key document seeks to identify key growth markets for Wales and to provide an evidence-based framework for a co-ordinated range of partnership marketing activity.  A summary of this document is attached at Appendix 1.

(ii)
Investment Strategy 2002-2005


The role of the strategy is to identify investment priorities for WTB which seek:-

· to satisfy the changing needs of key growth markets;

· to optimise the economic benefits of WTB investment.

A summary of this document is attached at Appendix 2.

The Investment Strategy is closely integrated with an Action Plan for Business Support, which explains how WTB will deliver a range of business support initiatives to the tourism industry in Wales to improve competitiveness through the adoption of more professional and innovative business practices.

Conclusion

The future is far from certain.  Many influences – demographic, technological, lifestyle and political – will all have a bearing on the future and will effect all sectors of the economy.  Tourism will not be immune from these influences and will need to adapt and change in response to the many challenges ahead to ensure its future success.  The tourism of tomorrow will look very different to the tourism of today and there will be many difficult and some painful choices for those involved in the tourism industry.  WTB accepts that it has a duty to lead the industry in Wales and to set a strategic direction for all involved in tourism.  The biggest challenge we face in Wales is to realise the full potential of our unique tourism assets in a sustainable way.  The integrated strategic approach which has been developed by WTB provides a sound framework to inspire the industry to walk in partnership to secure long-term prosperity.

Strategic Marketing Action Plan – Summary

The Strategic Marketing Action Plan 2001-2005 guides all resource and prioritisation issues for WTB.  It was developed following a thorough analysis of the overall marketing environment and an assessment of the key factors that will influence demand over the lifetime of the Plan.  It identifies the key markets and segments that will deliver success for Wales.  Crucially the strategy acknowledges that success must be based on the principal of developing and delivering what the customer is looking for, not simply promoting what Wales already has.  Wales will become increasingly uncompetitive if we continue to offer outdated products to yesterday’s tourists.  This plan, therefore, is closely integrated with WTB’s Investment Strategy which seeks to identify investment priorities for WTB to satisfy the needs of growth markets.

Market Selection
The selection of growth markets to Wales has been based on detailed analysis.  A Directional Policy Matrix approach has been used which seeks to answer the following questions:

“How attractive is the market?” – Returns

“How Difficult is it to Address” – Costs

The specific factors considered are:-

Attractiveness Factors
1.
Value of Market – An assessment of the current value for Wales.

2.
Potential for Growth – What is the potential to grow the market for Wales over the lifespan of the strategy.

3.
Seasonal Spread – What potential does the market offer for growth outside the traditional peak season.

4. Yield – What is the average per diem yield?

5. Loyalty – What is the potential to generate repeat business?

6. Product Fit – How can Wales meet the product requirements?

7. Accessibility – How easy is it to get to Wales?

Difficulty Factors
1. Competitiveness Intensity – An examination of competition levels amongst the competitive set.

2. Costs of Market Penetration – An assessment of the overall costs involved in achieving sales.

3. Stage on Communications Life Cycle – How much does the market know about Wales?

4. Market Knowledge – An evaluation of the research and expertise available for the market.

5. Economic Forecast – An examination of the economic conditions likely to impact on the market.

6. Political Factors – What political influences will have an impact?

7. Influenceability – An overall indication of the extent to which we are able to influence the market.

As a result of this analysis the following market categorisation has been agreed:

	CATEGORY A
	CATEGORY B
	DEVELOPMENT MARKETS

	United Kingdom

USA

Germany

Holland
	Belgium

Japan

Australasia

Ireland

France

Canada
	Italy

Spain

South Africa

Eastern Europe

Scandinavia

Middle East

S E Asia

South America

Austria

Switzerland


Market Segmentation And Targeting
Geographical market selection is just the starting point in terms of successfully targeting resources.  Success within these countries will only be achieved if it is possible to identify those market segments which offer the best potential for Wales.

All marketing planning within the Wales Tourist Board follows the discipline of market segmentation and targeting.  Market segments are essentially groups of people within the total market which share similar characteristics.

Better knowledge of the segments will influence all aspects of the marketing mix, including positioning, media/channel selection, timing and vitally, the kind of products offered.  Generally the tighter one can define a segment the more precisely one can tailor the message and adapt the produce.  However it is important to bear in mind that a destination is a collection of a variety of products and experiences each appealing to different segments or indeed the same segment at different times.  WTB acknowledges that too much fragmentation within the marketing mix can lead to cost inefficiency.  Thus whilst applying segmentation disciplines WTB must always identify and target in such a way that the overall return on investment from the application of WTB resources is optimised.

The Marketing Mix
The Communication Life Cycle provides a useful reference point to inform the choice of communications tools appropriate for specific market segments.

The Communications Life Cycle



All consumers are at different stage of the CLC in respect of their relationship with Wales and its tourism product.  The stage on the CLC determines the type of promotional activity which is relevant and effective for that consumer or segment.  It is important to remember that it is very difficult to move consumers from awareness to purchase in a single message.  There is a very high value in moving people along the CLC even though they have not yet bought anything.

	Well Known
	
	
	
	database mailing

	
	
	
	
	emailing

	
	
	
	View of Wales

	
	
	
	Main Overseas Guide

	What do we know about the market
	
	Direct Response (inserts) etc

	
	
	Tramor Consumer shows

	
	
	
	
	Gateway Web Sites

	
	
	
	
	
	Teletext

	
	
	Tour Operator Programmes

	Unknown
	Media Initiatives 

Brand Building (TV bill boards)

	
	Visitwales.com

	
	Unawareness

1
	Awareness

2
	Understanding

3
	Conviction

4
	Purchase

5


How much do they know about us?

In the bottom left hand corner of the above graph are large fuzzy groups or segments.  We know little about them and they know little about Wales.  It is not possible to use precision marketing techniques.  We do however want to raise awareness of Wales and move them through the CLC, and generally the only way to do this is through broadcast marketing techniques and the internet.  The more we know about the segments the more possible it is to use cost effective direct marketing techniques.  Finally, if we are dealing with previous enquirers and visitors and have collated information on them, we are able to develop dedicated mailshots and product offers.  Thus different communications will impact upon the same potential customer.  In conjunction with our partners, the Wales Tourist Board will seek to address all stages of the Life Cycle.  However, it is necessary to define roles in this process in order to avoid duplication and optimize resources.

WTB Investment Strategy – Summary

The Investment Strategy seeks to guide investment by WTB and the private sector towards priority sectors of the industry.  Improving quality and competitiveness in the tourism industry are essential strategic goals and can only be achieved through increased levels of investment in the product and in skills development.

The strategy has been developed with close reference to the investment priorities which have been identified for a range of related initiatives:-

· Tourism Growth Areas: WTB has led the establishment of 17 TGAs throughout Wales which have been selected via a competitive bidding process on the basis that they offer strong tourism growth potential.  WTB has ring-fenced a capital budget provision for each of the TGAs and will seek to work with willing partners (eg. WDA, ELWa, local authorities and individual businesses) to secure comprehensive quality improvements in the tourism product.  All TGAs are subject to a two-year review.  There are four categories:-

1. Strategic - £2m budget for each TGA over 6 years;

2. Regional - £1m budget for each TGA over 6 years;

3. Special interest - £0.5m budget for each TGA over 6 years;

4. Rural - £0.5m budget for each TGA over 6 years.

· Activity Product Action Plans: WTB has led the preparation of a suite of activity product plans (Walking, Cycling, Fishing, Riding, Adventure Sports, Golf) through consultation with key partners.  These plans identify target markets, product investment needs and a programme of integrated marketing/ development activities.  WTB believes that Wales can develop a competitive advantage in activity holiday provision and these action plans seek to ensure that those who have a responsibility or interest in marketing and developing these products for the visitor work together in an effective way to gain maximum benefit for Wales.

· Regional Tourism Strategies: During 2001, WTB has led the establishment of four Regional Tourism Partnerships in Wales, coterminous with the four economic fora regions.  WTB has devolved more resources to the RTPs to enable them to assume central responsibility for the implementation of four regional tourism strategies.  There are good reasons why decisions on marketing and product development should be taken at a sub-national level within the context of a national strategic framework.

Selection of Investment Priorities

The Investment Strategy sets out to allocate WTB’s investment funds within a strategic framework.  The analysis which informed the selection of investment priorities is based on a five-stage approach:-

Stage 1:
an analysis of the existing supply position and available consumer satisfaction data.  Each tourism sector was analysed on the basis of size, quality, value, profitability and the extent to which it fits with growth market needs;

Stage 2:
an analysis of the types of investment which is needed within each sector to meet market needs and/or rectify weaknesses;

Stage 3:
the use of a Product Policy Matrix seeks to score different types of investment according to their ‘market’ and ‘economic’ fit;

Stage 4:
a reconciliation of the preferred sectoral split of WTB investment funds with existing/ring-fenced initiatives (TGAs, RTPs, Activity Product Plans);

Stage 5:
a reconciliation of the revised sectoral split with strategic and individual output targets.

Sectoral Priorities
WTB has estimated that over the next three years it will have available a total potential allocation fund of £40 million – based on Grant-in-Aid, European Funds, Pathway to Prosperity, and Adfywio.  On the basis of the five-stage analysis WTB is proposing the following sectoral split:-

Table 2: WTB Sectoral Split of Investment

2003-2005

	
	Serviced
	Activity
	Amenity
	Attractions
	Self Catering
	Caravans
	Total

	
	£’000
	£’000
	£’000
	£’000
	£’000
	£’000
	£’000

	Ideal budget split
	20,000
	6,000
	4,000
	4,000
	4,000
	2,000
	40,000

	
	
	
	
	
	
	
	

	TGA
	5,445
	3,135
	4,620
	2,475
	825
	
	16,500

	Less Overlap
	(2,722)
	(2,351)
	
	
	
	
	5,073

	Product Plans
	
	6,000
	
	
	
	
	6,000

	Business Tourism
	5,000
	
	
	
	
	
	5,000

	Golf Tourism
	9,000
	
	1,000
	
	
	
	10,000

	Totals
	16,723
	6,734
	5,620
	2,625
	825
	0
	33,927

	Compensating Allocation
	3,277
	(734)
	(1,620)
	1,375
	3,175
	2,000
	7,473

	TOTAL
	20,000
	6,000
	4,000
	4,000
	4,000
	2,000
	40,000


Additional Resource Capacity

In addition to the above allocation, WTB recognises that the funding available is not sufficient to create icon tourism products in Wales in addition to stimulating essential product improvement.

In order to develop the tourism product which will meet the aspirations of the future market it will be necessary to identify additional funds which could be used in a much more pro-active way to encourage major investment in icon products for Wales.

Discussions have taken place between WTB, WAG, HSBC and the WDA regarding the creation of a rolling fund of £100m.  The modus operandi of this scheme will be:-

(a)
WTB identifies product requirement via a futures assessment.  This is the most critical of all functions as the accuracy of forecasting will influence the products’ success.  An element of risk will be essential as bold commercial decisions will be needed at every stage to ensure success.


Once the product and preferred location are identified a target audience will be drawn up in consultation with the NAW and HSBC.


Draft project costings are then brought forward and the economic impact assessed and a hypothetical ROI derived.

(b)
The private sector bankers (HSBC) will, by using its own risk assessment, approve (or otherwise) a 25% ten year funding at a commercially competitive rate (critical issue) at no more than base rate +2.5%.

(c)
The Wales Assembly Government partner will then agree in principle and a specific ring-fenced commitment of 25% of the capital cost will accompany the in-principle agreement.
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EXISTING PRODUCT





Market communication





Targeted marketing





Customers become interested in visiting





Customers decide to visit





CUSTOMERS VISIT





Customers spend money with business





Business collect the revenue





Revenue growth leads to improved results and businesses being more profitable





Having more profitable businesses leads to existing businesses expanding





With visitor volumes growing, and increasing business confidence, investment in new product follows
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