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NTO 

National Tourism Organisation

TPNW

Tourism Partnership North Wales

VFR 

Visiting Friends and Relatives

VW


VisitWales

WA


Welsh Assembly
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1 Project Objectives, Methodology and Approach
1.1. Project Objectives 

1. Consider the Taro Consultants Ltd Report ‘Interim Review of Constitution and Strategic Priorities (April 2006) against the wider global visitor agenda

2. Consider the Tourism Strategy North Wales 2003-2008 Planning Tomorrow’s Tourism Today

3. Consider the activities that are being undertaken within the TPNW Business Plan 2006/7

1.2. Methodology
On receipt of appropriate documentation and data the authors undertook research and review in order to fulfil the above objectives. Our premise being that tourism is informed by a wider agenda of events and actions and that for this area to succeed we must anticipate how to build competitive advantage in a highly competitive and dynamic marketplace.

1.3. Approach 
The initial research updates definitive Moffat Centre work conducted on key trends influencing the tourism industry. This is then distilled into application and key relevance for TPNW in relation to the present tourism strategy. Finally the activities of TPNW Business Plan are considered and clear priorities are advanced.

2 Understanding the Wider Global Visitor Agenda
2.1. Introduction
In times of unprecedented change, whether this is 9/11, climate change or the impact of rapidly changing technologies, tourism organisations have to realise that world events and trends are shaping and influencing leisure behaviour and expenditure. Tourism in North Wales is not immune from this and this review attempts to provide a realisation that tourism to Wales must be viewed in the context of a bigger picture in order to identify the emerging challenges and promote an adaptability to change. 

This element of the report identifies major drivers which are impacting on demand and these have been used to inform thinking on the Moffat Centre evaluation of the present tourism strategy ‘Planning Tomorrow’s Tourism Today’ and in reviewing activities currently being undertaken as part of the Tourism Partnership North Wales Business Plan for 2006-7.

It is easy to paint a glossy picture of the future of tourism to Wales but events, such as the London bombings and the continuing health scares related to Bird Flu and other potential shocks means that the future is both uncertain and that tourism is vulnerable to changes in the wider world. However there are some positive signs according to the CIA, world GDP is forecasted to grow by 50% by the year 2020
 and forecasts undertaken on tourism by Oxford Economic Forecasting
 predicts world GDP will grow by 129% by the year 2030. All of this means rising prosperity and affluence in the future. The purpose of this section is to examine how world events, trends, changing environments and globalisation are shaping the world of tourism.  

Today we are observing significant shifts in world power, Russia is re-emerging as a world power and China is now widely accepted as a key international economic force
. The world is moving eastwards, with the European Union expanding through the accession countries like, Poland, Latvia and with Turkey, hopefully joining the EU in 2015. This movement east is not without fear; the rise of Islamic fundamentalism can increase protectionism and instability, especially over the issue of energy supply.  The West’s ageing populations could significantly reduce the economic power of Europe in the long term. Either European countries adapt their work forces, reform their social welfare, education and tax systems and accommodate growing immigrant populations or they will face protracted economic decline.  Technology is making the world a smaller place and accelerating the pace of globalisation.  Science brings us new inventions, whether this is a cure for AIDS or the emergence of the hydrogen economy in the next decade. Furthermore, the world will see a new generation of middle class consumers, emerging from the nations of Brazil, China, Russia and India. 
2.2. Trends and Drivers Impacting on Tourism
There is no map of the future and no certainty in forecasting about the wider competitive environment. All we can do is use the evidence around us and make a number of rational and creative assumptions that describe possible futures. From such an interpretation we consider how events, trends or drivers may unfold. The following macro-drivers have been identified which will shape tomorrow’s world and impact on tourism. They in turn will influence and impact on North Wales and how it should respond in an increasingly competitive environment.
Macro Driver 1: A World of Changing Values?

Increasing evidence is emerging of a conflict between consumerism and a wider concern with societal impacts, which is reflected in our concern for the environment. Faith and a concern with moral certainties is juxtaposed with the immediacy of news and information that can transport suffering, war and famine into real time to a developed nation instilling an individual or community based reaction whether to famine or war.

[image: image3.emf]0% 10% 20% 30% 40% 50% 60% 70% 80%

Staying fit & healthy

Duty to family first

Protecting environment & natural resources

Improving cond's of ordinary UK person

Making myself look better

Being a creative person

UK too dependent on US

Having best money can buy (1986-2004)

Products/clothes expressing personality

1983

2004

[image: image4.emf]0.0

1000.0

2000.0

3000.0

4000.0

5000.0

6000.0

7000.0

20062007 20082009 20102011 20122013 20142015 20162017 2018 20192020 20212022 20232024 20252026 20272028 20292030

Year

GDP ($ bn 2000 prices)

0.0

50000.0

100000.0

150000.0

200000.0

250000.0

300000.0

350000.0

400000.0

Population, Total (000's)

GDP

POP

[image: image5.emf]0.0

5000.0

10000.0

15000.0

20000.0

25000.0

30000.0

35000.0

40000.0

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Year

GDP (bn Yuan/Rupee 2000 Prices)

0.0

200000.0

400000.0

600000.0

800000.0

1000000.0

1200000.0

1400000.0

1600000.0

Population, Total (000's)

China GDP India GDP

China POP India POP

[image: image6.emf]0.0

500.0

1000.0

1500.0

2000.0

2500.0

3000.0

3500.0

4000.0

4500.0

2006 2007 2008 20092010 2011 2012 2013 2014 2015 2016 20172018 2019 2020 2021 2022 2023 2024 2025 20262027 2028 2029 2030

Year

GDP (bn € 2000 prices)

390000.0

400000.0

410000.0

420000.0

430000.0

440000.0

450000.0

460000.0

Population Total (000,s)

GDP

POP

Looking at the period between 1983 and 2004, the move from blatant consumerism to ethical considerations is illustrated.  Figure 1 show that indicators for monetary and material wealth have declined whereas environ-mentalism and health indicators have increased.  Cultural changes towards an experience driven consumer society are generating greater awareness in morality issues and the environment
Figure 1: Trends in people's concerns. (Source: 'Changing Lives', nVision/Taylor Nelson Sofres)
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Macro Driver 2: Living with Uncertainty and Crime

In an increasingly unsafe world humans will become more conscious of crime and terrorism
.  Disruption to every day life as a consequence of geo-political tensions, environmental disasters and rising costs will be mirrored by governments increasingly attempting to monitor, manage and combat such shocks
.
The change in attitude may have started as a resulted of a shift from a defined threat in 1986, (domestic terrorism through Northern Ireland and global threat from the Cold War) to an unspecified threat from an unidentifiable aggressor (e.g. terrorism).  With moving power bases from the traditional superpowers to an energy-resource focused society (e.g. the growing importance of oil wealthy Iran and Russia) an uncertain geopolitical future is developing.
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Macro Driver 3: The Dichotomy between Rich and Poor – Education, Wealth and Choice

Increasing polarisation of wealth and poverty in our societies will create more challenges and uncertainty about our future
. The size and rate of population growth in developing economies will fuel this divide and create increasing pressures on economies in many parts of the world. This polarisation of wealth is reflected in increasing inequality in areas such as education.  As wealthy countries seek to increase graduate level qualified employees, many developing countries continue to struggle to commit resources to basic primary education.  

Early study of ‘human capital’ theory suggested there was no evidence that “higher education yields ‘social benefits’ over and above the benefits that accrue to the students themselves.”
 Recent evidence suggests higher education is a determinant as well as a result of income, and can produce public and private benefits. Higher education may increase tax revenue, savings and investment, and lead to a more entrepreneurial and civic society. It can also improve a nation’s health, contribute to reduced population growth, improve technology, and strengthen governance. With regard to the benefits of higher education for a country's economy, many observers attribute India's leap onto the world economic stage as stemming from its long term investment in high-quality, technically oriented tertiary education for a significant number of its citizens
.
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Macro Driver 4: The Power of USA in the World
There is no doubt that US politics and policy is impacting on the world events 
. Against a backdrop of difficult economic conditions at home the US continues extensive, interventionist foreign policy that provides long term impacts on global economics, and security
 
. The consequence of a single dominant voice in an uncertain world impacts on many aspects of society
.  These consequences range from the environment (notably US non compliance with Kyoto Protocol) to the increasingly unacceptable face of US corporate brands.
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With the US Dollar established as a global reserve currency, the power of the US government remains considerable.  Whilst the USA retains military and economic strength to influence global politics the rise of resentment of US politics and particularly foreign policy is a concern.  The redistribution of dwindling energy reserves may influence a swing in power away from the US to hydrocarbon rich regions in the medium term.  
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Macro Driver 5: The Power of Asia
The expansion of the economies of India and China are seen by many respected commentators as one of the major factors in how the world’s geopolitical economy will alter in the next decade
 
. The consequences are vast from the need to feed the exponential growth in these nations’ consumer populations to the alteration in world economic power from north to south
 
. At a conservationist level, the consequences of such growth will be noticeable.  Energy requirements of Asian nations and the environmental impact of their economic growth will be significant.
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Figure 3: Projected growth in China & India GDP and Population to 2030 (Source: OEF)
China represents 20% of the world population and it currently has the largest currency reserve in the world, recently surpassing Japan in February 2006
.  Extensive purchasing of resources outstrips the consumption capacity of many other nations as China’s economic growth continues.  The fiscal strength China is developing will increase its ability to influence markets and out-purchase other countries. This is an economic power house and super power in the ascendancy.


Macro Driver 6: The Power of the European Union 

A larger, integrated and more powerful Europe will become an important element of the world economy.  The UK relationship with the EU will be an increasingly important driver towards 2005
 and beyond. Already the idea of borderless travel via the Schengen Treaty has created greater mobility for Europeans. This trend is likely to continue as political and economic union becomes a greater reality amongst the majority of the EU countries
 
.

Due to ongoing expansion of the EU to encompass nations with weaker economies the commitments to social and fiscal reform will impact on EU budgets.  Through the European Central Bank, a standardised fiscal policy has drawbacks and benefits.  Larger economies such as Germany have shown declining manufacturing and employment levels, against a backdrop of an aging population.  Certain economies of the EU are thriving (notably Ireland and Spain with a projected younger demographic and mobile workforce).  The blurring of trade barriers and movement of labour across EU states shows the potential force of the EU.  The unified EU provides an alternative to Far-Eastern and US economies as a potential international reserve currency and economic power house. 
Figure 4: Projected growth in European Union (current members) GDP and Population to 2030 (Source: OEF)

Macro Driver 7: A Changing Business World
As a consequence of the power shift in economies, employment patterns will change and manufacturing and service employment will move to developing economies. New lessons on wealth generation will have to be learnt in the western economies as their traditional dominance is eroded. New consumer markets will contribute notably the transition economies of Central and Eastern Europe and the developing economies of Asia and South Asia.

Figure 5: The Fall of manufacturing and related employment in Europe  (Source Castells / Labour Force Survey / nVision Base: UK)
The benefits to the UK with the move from manufacturing were seen during the recent recession at the start of 2000.  With UK manufacturing evolving towards specialist rather than generalist, products the UK did not suffer as significantly as other EU countries.  This cushioned the impact of the recession and job losses remained minimal.


Macro Driver 8: The Global / Local Society
The growth of urbanisation is forecast to increase as international immigration and depopulation from rural areas continues.  Greater ethnic mixing within vast urban settlements will blur the boundaries between the global and local society.  Half the world’s population will be living in urban areas by 2007, with almost all of the increase in world population expected during 2000 to 2030 to be absorbed by the urban areas of developing regions
.


Macro Driver 9: The Relationship between People and Governments’

People are becoming increasingly sceptical of politicians, governments and corporations. At an international level, hostility to the US is matched by concern with the sustainability of growth and impacts on the environment
.  The findings of various population surveys indicate that a large percentage of EU citizens do not trust various institutions. 
Increasing access to greater amounts of information and the ability to form subjective opinions makes the electorate able to question the decisions an elected body makes.  The converse viewpoint is that with the influence of media to present information biased in a particular direction, they can therefore guide the attitude of the electorate to a particular decision.

Macro Driver 10: AIDS
AIDS will continue to impact on world labour supply and has potential to impact on emergent economies.  HIV affects the economy, and the economic system affects the level of distribution of HIV
.  The output of a country where AIDS is occurring in significant levels will decline.  GDP will be slowed and national output is likely to diminish. GDP per capita will fall as will the standard of living as measured by:

· Decline in life expectancy

· Reduced school enrolment

· Higher Infant mortality

In terms of immigration, the effects are already being seen in the USA with the rise of anti-immigration legislation in order to forbid entry to the USA by HIV positive individuals.  In the USA, HIV infection has already occurred in stigmatised populations (homosexual men, prostitutes, street youth, drug users etc.) and this fact is likely to amplify the tendency to discriminate against US immigrants with HIV.

With the recent advent of greater cooperation between developed and emergent economies for funding and distribution of Antivirals, short term trends show declining deaths from AIDS.  However research from the WHO
 forecasts increases in AIDS mortality, in the mid to long term due to increasing complacency and reliance on pharmacological rather than educational intervention.
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Figure 6: Baseline projections of global AIDS deaths (millions) from 2002 to 2030 (Source: WHO)
Macro Driver 11: The Transport of People and Goods

The availability and widespread access to travel and communications has connected our society as never before, yet the transport network is far from integrated and is vulnerable to shortages in fuels, particularly oil. Air transport although experiencing significant growth at the moment will alter in the coming years. Furthermore, whilst debate is significant in respect of oil reserves and medium term supply, oil remains a finite commodity whose price escalation will continue to impact on the world economy. The UK and much of the developed world remains vulnerable to shortages, price movement and evaluation of reserves. 
Invariably this will cause consumers to consider other, more sustainable transport forms and the connectivity to Europe may well be crucial to the UK in economic terms.

Figure 7: Actual and forecast numbers of passengers at UK airports: 1990 to 2030 (Source dft.gov.uk)

Macro Driver 12: Access to Knowledge
The scale of communication and the immediacy of knowledge are global phenomena.  Yet such access is linked to wealth and availability of key resources such as the internet and this is not yet uniform.

	GDP Rank
	Country
	GDP (purchasing power parity)
	Internet User Rank
	Country
	Internet users

	1
	USA
	$ 12,370,000,000,000
	2
	USA
	159,000,000

	2
	EU
	$ 12,180,000,000,000
	1
	EU
	206,032,067

	3
	China
	$ 8,158,000,000,000
	3
	China
	94,000,000

	4
	Japan
	$ 3,867,000,000,000
	4
	Japan
	57,200,000

	5
	India
	$ 3,678,000,000,000
	10
	India
	18,481,000

	6
	Germany
	$ 2,446,000,000,000
	5
	Germany
	39,000,000

	7
	UK
	$ 1,867,000,000,000
	7
	UK
	25,000,000

	8
	France
	$ 1,816,000,000,000
	8
	France
	21,900,000

	9
	Italy
	$ 1,645,000,000,000
	9
	Italy
	18,500,000

	10
	Brazil
	$ 1,580,000,000,000
	12
	Brazil
	14,300,000

	11
	Russia
	$ 1,535,000,000,000
	21
	Russia
	6,000,000

	12
	Canada
	$ 1,077,000,000,000
	11
	Canada
	16,110,000

	13
	Mexico
	$ 1,066,000,000,000
	14
	Mexico
	10,033,000

	14
	Spain
	$ 1,014,000,000,000
	15
	Spain
	9,789,000

	15
	Korea, South
	$ 983,300,000,000
	6
	Korea, South
	29,220,000


Table 1: Comparison of World rank in GDP and Internet Users (Source CIA World Fact book)

Table 1 above shows the correlation between a nation’s wealth and its access to the internet. Based on world rankings the correlation between wealth ranking and internet users is almost the same, with a few minor exceptions.  These differences relate to economic, demographic and cultural influences.  For example, South Korea is one of the most technologically advanced nations in the world, with a vast amount of money spent on technology infrastructure, however it is ranked 15th in GDP.  In comparison, Russia is wealthier due to indigenous natural resources, yet the distribution of income amongst the population is extremely polarised. Accordingly, access to the internet along with the cultural associations to freedom of information ranks it at 21st.

Macro Driver 13: Labour Supply and Demographics
The aging western society will create labour and skills shortages as production moves to new destinations. Patterns of migration and immigration will be influenced by sources of employment. This will create a further geopolitical shift in power and resources as we see increased connectivity contrasted with vulnerable transport infrastructure. Furthermore, the degree of economic inactivity of the older population is by no means certain.  With the UK government actively looking at long term plans for health care and pension provision it has been suggested that individuals will work longer before retirement thereby increasing the available workforce.

Figure 8: Percentage Participation Rate (Participating portion of economies labour force) 2006 to 2030 (Source: OEF)

Macro Driver 14: Energy / Oil

Figure 9: 10 Year OPEC oil price per barrel (Royal Bank of Scotland, 2005)

One of the major economics issues in the world is the inevitable rise in the price of oil and the consequent impact this has on economies. Uncertainty over future availability of oil and the availability of reserves will occupy many governments and pan national corporations. Alternative sources of energy and concern about carbon emissions are major items on the world agenda and there is a much greater public awareness of fuel/energy issues. 

Rising oil prices are becoming a factor of everyday life in most global economies.  With declining supplies and increasing demand, countries with reserves that were previously unattainable are now investing in technology to access these resources.  The future without oil will see further development in sustainable, alternate energy and transportation systems; however changes to lifestyle, work and domestic contexts are also probable.

A growing debate on alternative energies has shown confusion in UK government policy.  Sustainable technologies are promoted however implementation is hampered by the ecological and societal impacts they may cause (e.g. Wind farms).  A proposed tidal barrage power scheme in the Severn Estuary could generate 6% of England and Wales’s power by 2017, the opposition to the £15bn scheme is predicated upon the destruction of ecological habitat that is unique to the area
.  Nuclear power has potential to provide mid-to-long term supplies however opposition by the public and non-government parties is delaying implementation despite recent statements made by the PM.  

Macro Driver 15: The Environment, Natural Resources and Climate

Figure 9: Forecast change in global surface air temperature 2000 to 2030 
(Source: Hadley Centre, Met Office)

Environmental degradation and related issues are now clearly on the political agenda. Attitudes and political will to counter the environmental impacts, damage and climate change that is on-going vary regionally subject to the stage of economic development and availability of technology and resources. The decline in biodiversity has become a major concern, climatic change is regularly on the agenda of global summits and our use of earth’s natural resources is regularly called into question. These issues create a range of assumptions about our environment that can no longer be taken for granted. Tragically, the Kyoto Protocol, Agenda 21 and attempts for industry and society to govern its own activities have been little more than token gestures. Yet, increasingly we have indications of a growing awareness and concern amongst host populations and consumers that these issues should be dealt with at national and international levels. 

Following the Kyoto Protocol, the nations of Europe actively sought to improve manufacturing methods to ensure that environmental impacts were minimised.  Nations, such as the US did not acknowledge the Protocol as it was perceived to negatively impact on US industrial and economic stability.  The UK government has announced that despite best efforts in reducing CO2 emissions it is unlikely to meet the standards set in its own framework documents.  The population of the USA (a nation who never subscribed to Kyoto targets) has been urged in a national Presidential address to develop and utilise technology to improve its environment and move beyond a petroleum based economy
.

Within developing nations the link between increasing wealth and growing energy consumption is now well established. The advances towards more sustainability energy sources in the developed economies may by undermined by the shift in manufacturing and consequent increases in wealth elsewhere in the world.

Macro Driver 16: Food
Food and the quality of the food we eat have become major drivers and areas of consumer concern. Food is politicised over issues such as genetic modification or via resistance to brands which represent nations and unpopular corporations. Food and farming remain political and societal issues that can impact on the environment whether it is through land closure (as in the case of a diseases such as Foot and Mouth Disease) or through remarks about food quality in destinations.

With a growing world population and increasing wealth, demands for higher quality and greater varieties of food will continue.  UN forecasts suggest that demand can be fulfilled; however increasing factors from declining energy to climate change may cause issues in the long term.


Figure 10: % Growth per annum in world demand and production in agricultural products
 (Source Food and Agriculture Organisation of the UN)

Macro Driver 17: New Technologies 
The pervasive growth of technology and alternative technologies across all sectors of society is causing far reaching changes in communication, work, wealth creation and society. Challenges such as the digitisation of information are upon us and regulation and monitoring of people will increasingly be common in advanced societies. This creates new ethical questions about freedoms in our societies and other societies.

Macro Driver 18: UK Centric Approaches 



Figure 11: The future of European and national identity in Europe. (Source Eurobarometer/nVision)

There is a concern that the UK will react to many changes and drivers in our world in an increasingly parochial and insular way. Our attitude towards the EU is for many a microcosm of our wider attitudes to movements in culture and society. In many areas such as work, education, health, lifestyles and transport the UK remains (in part) insular in appreciation of wider global concerns. For example, our over dependence on the car and air for transport and our reluctance to invest in alternative transport modes such as rail will competitively disadvantage the UK if/when fuel shortages become an issue. Isolation, increasing identification with the US and a lesser role in world politics are analogous major drivers.

In comparison to the other European countries the UK population shows greater commitment to its own nationality rather than being “European” (see Figure 11).  The UK isolationist attitude is highlighted by a relatively high mistrust of institutions such as the EU and the European Commission.  This attitude may have ramifications for greater European harmony in the future.

2.3. The Meaning of these Macro Drivers 

A number of themes emerge in the consideration and research related to these mega-trends including; 

· Globalisation

· The Culture of Fear

· The Economic Power of the East

· Demographic Changes 
· Our Scarce Resources

2.3.1 Globalization 

Thomas Friedman book, The World is Flat
 captures the proposition that distance is no longer an issue today, and by 2030 it will be insignificant. The key drivers to the shrinking globe are technology, trade and a multi-cultured society which has resulted in the rise of affluence across the world. As a result, according to Oxford Economic Forecasting
, world GDP growth is expected to rise by 129% in real terms by 2030. Therefore globalisation might appear to be a good thing.

2.3.2 The Culture of Fear 

Ever since 9/11 there has a being greater awareness of terrorism and war, with predictions of doom and gloom, more wars and even more terrorism incidents
. However such a prediction is not new – terrorism and war have been significant drivers of tourism for many years. The difference is, how much do we want it to be an issue and how much do we fear it. The culture of fear
 is the driving force that is an ever expanding part of life in the 21st century, whether you live in the west and fear the east or vice versa. Or whether this is the terror of an environmental disaster or the concerns of technology. The danger of living a society shaped by fear is that it stifles innovation and trust as there is a tendency to fear achievements representing the constructive side of society and humanity. 

2.3.3 The Economic Power of the East

Ever since the demise of the Soviet empire, world focus has shifted eastwards in terms of commerce, governance and trade. By 2030, China and India will be the second and third most powerful countries in the world by GDP, only the USA will surpass this. Because of the sheer size of China’s and India’s population - projections by Oxford Economic Forecasting of  1.51bn and 1.47bn respectively by 2030 – their standard of living may not be comparable to Western levels, but the upper quartile of the population will have significant spending power.  These consumers will be the rising middle classes of the world. They will transform their economy, just as Michael Silverstein has portrayed in his book, Trading Up: The New Luxury American Luxury
. These consumers will be the affluent consumers of 2030. Barring an abrupt reversal of this process of globalisation or a major shock, the rise of these powers is virtually certain. Yet, how China and India exercise their growing influence and whether they relate co-operatively or competitively to those powers in the international system are the key uncertainties. The economies of other developing countries, such as Brazil and Turkey, will move towards the levels of the larger EU countries by 2030. Indonesia’s economy will also approach the economies of individual European countries by 2030, with a world ranking of 14th 
 
, surpassing countries such as Italy and Canada by 2044

2.3.4 Demographic Changes

By most measures – market size, single currency, highly skilled work force, stable demographic governments, enlargement and a unified trade bloc – are the strengths of the European Union.  But as Pat Buchanan writes in his book, The Death of the West
, ageing populations will significantly reduce the economic power of Europe in the long term. Either European countries adapt their work forces, reform their social welfare, education and tax systems and accommodate growing immigrant populations or they will face protracted economic slowdown.  Japan and Russia faces a similar ageing crisis that could cripple longer term economic recovery, but it will also be a challenge to their regional status and role. However demographics are not phenomena exclusive to a western world.  As the median age in the OECD rises to 44.5 in 2030
, the more important statistic is the ratio between those aged 65 and over as a percentage of the population. This will rise particularly after 2010 as the ‘baby boomer’ generation retires. Looking further to 2050, countries such as Japan, Germany, France and Italy will have a high demographic over 65 years. Such forecasts will have a major implication on economic and social well being of nations.

2.3.5 Our Scarce Resources

Man’s relationship between the planet and himself emerges through the term sustainability. The debate about scarce resources, whether this is energy, food, water or the climate is complex and evolving, but of extreme importance. For example, the transition between an energy and hydrogen economy is very imperative as by 2015, countries like Norway, Britain and Nigeria will no longer be oil producing. In fact, five countries in the Middle East will control 86% of the world’s oil supplies, based upon present forecasts and consumption. On the other hand rising oil prices will drive innovation and new technologies will emerge as alternative sources like hydrogen fuel becomes more economic
.  The recent announcement by Professor Sir David King (UK Governments Chief Scientist)
 that the earth is likely to experience a temperature rise of at least 3◦C will have consequences for the world biodiversity system. Further such a temperature raise will change landscapes and impact on the food chain. Behind this prediction is the problem of trying to stabilise CO2  emission levels. The important issue is how the world manages such issues, and comes to terms with living with scarce resources. 

2.4. Implications for North Wales
Wales and North Wales have significant potential. The product is not a micro / area based product but rather a major region with some key iconic destinations:

· Snowdonia

· Anglesey

The business plan and strategy are acceptable, logical and ultimately sensible. However Wales and North performance has been at best mediocre and performance levels in terms of volume and value have not shown the kind of growth that is comparable to benchmark competitor destinations.
The context of business activities and the related strategy must develop focus on key activities which are drawn out of the major trends identified in this chapter. The next section considers key opportunities and challenges for North Wales and the final chapter will identify key actions that should feed and drive the strategy and business plan.

3 Opportunites and Challenges for North Wales

3.1. Positive Opportunities and Challenges 
	Opportunities
	Challenges

	Creating key total quality destinations in North Wales, in which towns and villages can focus on niche markets and experiences, is recommended. 
	In order to deliver total quality destinations, joined up thinking between agencies and business is essential. Piloted in 3-4 destinations.
In this way highly effective mini tourism economies can be created and change can be demonstrated.

	Getting tourist to and around North Wales 
	As Wales is a small country on the edge of Europe, transport infrastructure is essential. In the future, if oil is limited, more control and co-ordination will be required in order to deliver a sustainable future. Proximity to generating markets and ease of transport should feature in marketing and development strategy.


	Creating a positive tourism proposition
	Bringing industry together to communicate and build a proposition of what the Welsh tourism should be. A united industry that everyone backs through a clear vision. We know that proposition through products, markets and consumers. In a free market economy, the consumer has diversity of choice. 

Products and experiences that spoil the proposition should be the target of improvement strategies.

	Making the right communications and information decisions in order to create wealth rather than creating a political comprise that constrains growth
	Technology changes are going to have an impact on the Tourist Information Centre (TIC) network. It is essential to have TICs in the right place for servicing demand. However communication channels are changing. We need to embrace technology in order that consumers can access information and make the right decisions. The tourism industry must have the right balance of communication channels.

	Having the right products for the right tourists in the right locations
	Matching demand and supply means developing a product portfolio that reflects consumer needs. 

A diversity of products that is well researched and positioned and easy to purchase is essential. The advances in communication should drive better, more accessible purchasing, ease of consumption and dynamic packaging of activities, attractions, accommodation and destinations.


3.2. Negative Opportunities and Challenges

	Opportunities
	Challenges

	North Wales tourism cannot compete on price, as it is perceived as high cost – low value destination. The transparency of the euro and direct air connections, mean the core middle class market is not embracing Wales. Hence the increase in outbound UK tourism. 

The successful focus is on niche products and markets.
	North Wales tourism must decide what is a sustainable industry in these circumstances. Development and marketing policy is  needed to track emerging markets and products. A further challenge is preserving ‘icons’ for the future, when sustainability is not always evident.. 

	An evolution is occurring in Wales’s core UK markets. A declining birth rate and an aging population, means this traditional generating market may think twice before visiting Wales.

Wales has to focus on consumer trends and interests as detailed in section 2 for marketing and sales.
	The development of an emerging markets strategy which targets new consumers as old markets decline. An in-depth analysis of the present markets in UK, Europe and beyond must focus on new opportunities  and growth.

	Demographic pressures are resulting in a squeeze on indigenous labour supply. The opportunity is delivering a high quality labour force that is more professional in order meet service levels. There remains a question of authenticity in the service encounter.
	The challenge for the Welsh tourism industry is delivering a desirable message about careers and at the same time presenting a positive image to the public.

	Changes to demand for traceability and the emphasis on quality foods, organic and local produce etc present TPNW with an opportunity to develop clear direction based upon food safety, high quality products that are part of an integrated tourism-food supply chain.
	Delivering a quality rural tourism product and service mindset in a production based industry such as agriculture is a challenge. The key is ‘total quality destinations’ in which farming is an integrated component of tourism.

	As government funding is ring fenced for health and social services projects, the opportunity for tourism is to convince politicians and the public of the importance of tourism as a growth industry for Wales / North Wales. 
	Creating a strong and powerful lobby that has influence over government policy and legislation. The public and politician’s must be able grasp the political and economic ‘value’ of tourism to Wales / North Wales.


3.2.1 What actions should the TPNW be taking today in order to prepare for the future?

After exploring the challenges and opportunities posed by the trends and discussions above the question turns to ‘actions’.  Action evolves around communication and partnerships with stakeholders, building visions and strategies, dealing with certainties, strong and effective leadership, research and development.

· Communication and Partnership with Stakeholders: The North Wales tourism industry must be united in their approach to growing quality at all levels. Mediocre and poor quality will fail to provide competitive advantage.
· Build Visions and Strategies: It is the private sector that shapes the tourism industry, but the role of the public sector is facilitating growth and providing the right macro economic and societial structure in order that tourism is sustainable. This means a shared vision of the future, ambition and strategies that are meaningful and deliverable. A vision of the future, means creating a tourism economy which has ‘value’ for the stakeholders, politicians and the public. The role of the public sector, is important in helping shape this future. TPNW and VisitWales as public sector organisations and non profit organisations have the ability to bring industry together, in a non partisan manner, in which unity is strength. 

· Dealing with Certainties: Environmental scanning suggests that climatic change, demographics, labour supply, competition, oil and economic cycles are certainties. Therefore any strategy should account for this. The proposition of North Wales tourism should not be something that cannot be delivered.

· Strong and Realistic Leadership: Good leadership is essential but identifying and then supporting leaders is a challenging endeavour. It is often the case in the tourism industry, leaders are like football managers, falling at the first short term crisis, driven by circumstances beyond their control, where the fans call for the manager to be sacked. Realism is about understanding, what leaders can do and can’t do; otherwise it is a continuous cycle of short termism and policy failure.

· Research and Development: Continuous investment in product, marketing, foresight and design is vital. Through research one can understand the big picture and relationships between the elements in the industry. Research to further underpin strategic direction in marketing and development is clearly necessary. 

· Understand What Will Spoil Your Proposition:  If you know what your proposition is, avoid products and experiences that will destroy your image. This has implications for North Wales coastal destinations
· Push for the Long Term Agenda: A strategy is about focusing on a proposition for Welsh tourism and sticking to it. Consumers are no longer fickle, they lead complicated lives and are more sophisticated (Wilmont and Nelson 2003). It is their long term perception of the destination, rather than the latest promotional offer that is important.  Here the key role of the industry is deciding what that long term enduring image should be, and ensuring the industry lives up to the experience, both in the terms of product and delivery.  On the supply side, especially transport infrastructure, this can be only long term. Transport must be seen as an economic priority. This must be balanced, both in the terms of rail, road, air and sea, as long term availability of oil at an affordable price is a threat. Government policies must be ‘joined up’ and policy conflicts overcome.  
4 Moving Forward
4.1. Introduction – Service Excellence the Fundamental
Starbucks is a modern phenomenon that has undoubtedly contributed to the coffee revolution in the UK. It currently has a growth target of 25% per annum from a current base of over 11,000 stores worldwide. The Chief Executive, Howard Schultz makes it his mission to visit 25 stores each week to review product and service. When the validity of an international chief executive spending time on this kind of activity was questioned his response was:
“You sell the product one cup at a time. One transaction at a time. If you don’t understand this your grand plans will be lost. We live complex lives, it is very easy to forget the basics – you need to see the transactions.”


4.2. Getting Close to the Consumer
In Western society women are the major purchasers in leisure / tourism areas yet most of the products are designed by men. Travel marketing is focussed on this fact, in tourism and hospitality the realisation has been slower. Key concerns by female buyers derived from recent research in this area include:
· Safety / security

· Escape / relaxation / comfort

· Child centric buying (the significance of children / grandchildren and activities / attractions that have interest for them).

· Ease of transport / proximity

· Cost

· Food origins / quality

Marketing and sales must be built around this type of context. The feminine aspect of holiday / tourism purchasing is not clear enough in both strategy and planning.

Communication with the consumer will increasingly be electronic. The most illustrative example of this would appear to be eBay which has become a huge sales channel in the last five years. It illustrates how rapidly the consumer can be converted to online buying and data supply.

The message that must go to consumers is a combination of scenic beauty and emotion. The buying chain for tourism products and services is detailed below.


[image: image2]
Consumers buy with emotion and justify with logic. The message from North Wales must emphasise:
· Outstanding beauty
· Proximity

· Safety / security

These must become priority factors in North Wales development. 

4.3. Understanding the Significance of Age

The demographic story is a relatively simple one. There are simply not enough 18 – 30 year olds with significant wealth for one to develop a marketing strategy around. People aged 30+, 40+ and 50+ are the most significant leisure market for the next decade. Furthermore these people have the disposable income, time and wealth to consider more frequent holiday breaks. Security, safety and holidays based on natural, heritage and active themes are critical here. Furthermore, within this 40+ market the key buyer is female.

This is a European and US phenomena. Italy now has more people over 60 years than under 18. In the United States the age range 44 – 65 years is the new customer majority.

The other rapidly growing demographic for consideration is the growth in single person holidays. Just under 50% of all affluent households in major Western European capitals are single occupancy. Accordingly there is also a market here that is active, sophisticated and interested in new experiences and counterpoints to busy urban living.

Accordingly the strategy and plan must flex to focus on the emergent consumer. North Wales should not concern itself with the lack of innovation in other product / destination markets. As Churchill noted:


Rather North Wales must respond to a socially changing environment. Focus must build around:

· Consumer

· Product upgrade

· Key icons (Snowdonia, Anglesey etc)

· Building linkages and strategic alliances with those organisations / operators / destinations willing to make changes and drive quality

· Growing sense of place / unique experience (via food, welcome, quality, service, product, people, landscape)

· Developing products that are economically and environmentally sustainable
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Tourism Implications: a growing consumer focus on experience, environment and health will continue.





Tourism Implications: Travel costs will inevitably grow in the medium to long term and proximity to generating markets particularly for 2nd and 3rd holidays will become increasingly important.





Tourism Implications: Security and safety of destinations and facilities will remain important for consumers.





Tourism Implications: Educated and sophisticated consumers will not tolerate mediocre or dated production and service practices.





Tourism Implications: In the medium term outbound tourism from China / India will show significant growth.





Tourism Implications: Service industries such as tourism with no potential to relocate should be recognised as a significant element of the economy at a national and regional level.





Tourism Implications: US outbound travel will remain uncertain. Wales must focus on core domestic markets.





Tourism Implications: Europe will become the most important source of tourists to Wales after England. Similarly it will continue to be a source of labour and employment.





Figure 2: Projected growth in US GDP and Population to 2030 (Source: OEF)





Tourism Implications: Rural, coastal and village alternatives to urban work / life will grow in appeal.





"For each item, please tell me whether you find you are concerned about it at all"





Proportion of adults who are concerned about selected issues





Proportion who, in the future see their nationality as…





“In the near future do you see yourself as national only / national & European / European & national / European only? 





One new car is sold on eBay every second of the day. eBay is the major competitor for low prices that has been identified by the retail giant Walmart.








Tourism Implications: Consumers are concerned with many elements of product and service but acutely important in 2006 onwards is the role of independent verification. Hence the growth of ‘blog’ sites such as holiday reference points. Such is the value of this type of independent / peer review that Expedia (the world’s largest online travel agent) purchased � HYPERLINK "http://www.tripadvisor.com" ��www.tripadvisor.com� (the world’s most significant travel blog site).





Tourism Implications: Concerns over health, infection and safety will continue to influence consumer choice.





Tourism Implications: Proximity to generating markets will provide a significant advantage in the medium term.





Tourism Implications: Knowledge communication is one of the most rapidly changing sectors. Tourism services have to dynamically respond.





Tourism Implications: Consumers and employees will continue to age and products and services must reflect this crucial demographic transformation.





Tourism Implications: Environmental impact and sustainability are now clearly major concerns and must drive any tourism development thinking in areas of natural beauty (e.g. Snowdonia, Anglesey etc).





Tourism Implications: Quality local and national food accompanied by heritage and cultural linkages should characterise provision in Wales / North Wales





Revenue





Experience





Emotion





Sales





Tourism Implications: ICT will drive tourism marketing and travel buying. TPNW must look at best practice in the online sector to build competitive advantage.





Tourism Implications: Wales should seek to build and advance its relationship with other EU countries and seek to overcome any UK centric approach evident in development.





North Wales has to get the basics in place. A great welcome, friendly people, passionate service, quality products set against an outstanding landscape.








“The short road to ruin is to emulate the methods of your adversary”.








“It is not the strongest of the species that survives, nor the most intelligent, but the one most responsive to change” – Charles Darwin
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