
Destination Marketing in an 

Uncertain Economic Climate 

 

November 2016 

Adam Sacks 

President | Tourism Economics 

adam@tourismeconomics.com 



   

How many galaxies are in the Universe? 

¸ In 1995, NASAôs Hubble 

Space Telescope 

identified between 100 

billion and 200 billion 

galaxies in the Universe 

¸ This was the working 

estimate for the next 20 

years éuntil last month 

¸ Astronomers at the 

University of Nottingham 

now say the number of 

galaxies in the observable 

Universe is 2 trillion ¸ Conclusion: economists are more 

reliable than real scientists 



   

Risks are tilted to the downside 

2 



   

ñConsumers vs. Businessesò dichotomy 



   

US GDP still gaining traction 

2.6% 

1.5% 

2.4% 

2.0% 
2.1% 



   

Exchange rates a headwind for international 

Value of the 

dollar in 

2017: 

Å18% stronger 

than in 2014 

Å8% stronger 

than historical 

average 

 



Destination marketing: 

 

Vital to economic success 



   

Why prioritize destination marketing? 
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¸ The visitor economy is driving the Maryland economy 



   

Tourism is an economic engine 

¸ Tourism supported over 218,000 jobs in Maryland last year. 

¸ Including indirect and induced impacts, tourism in Maryland 

generated $2.3 billion in state and local taxes 

 

Tourism-supported tax 

revenues exceed $1,000 

per Maryland household 

1-in-16 jobs in 

Maryland is supported 

by tourism 



   

Visitor economy outperforms other ñexports 
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Hospitality and 

tourism has 

generated 

more US jobs 

over the past 

15 years than 

any other 

traded cluster 

of its size. 



   

The MD visitor economy is leading job growth 
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éand income growth 

11 

118%

41%

24%

20%

0% 20% 40% 60% 80% 100% 120%

Recreation

Accommodation

Food & Beverage

Total Economy

Maryland Personal Income by Industry
Cumulative % change, 2009-2015

Source: BEA



   

Industry strength is continuing this year 
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éand Maryland is outperforming the nation 
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Why prioritize destination marketing? 
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¸ The visitor economy is driving the Maryland economy 

¸ The visitor economy is a catalyst for economic development 



   

How destination marketing drives the economy 

15 



   

#1 ï Building transport networks 
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¸ Airlift is one of the top criteria for site selectors 

¸ Air passenger volumes are a strong predictor of future population 

growth and employment growth.  

 
ñAir service is profoundly 

important to corporate 

investment and location 

decisionsé ñThis is one of 

tourismôs most significant 

contributions since the levels 

of air service at New Orleans 

far exceed what local demand 

could support.ò 

Stephen Moret, Secretary, Louisiana 

Economic Development 



   

#2 ï Raising the destination profile 
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¸ Destination promotion strongly supports economic development through 

brand development, raising awareness, and building familiarity  

 

 
ñIf we do it right, the ideal 

brand will transcend the 

visitor market and support 

all economic 

development.ò 

Hank Marshall, Economic Development 

Executive Officer, City of Phoenix 

Community and Economic Development 

Department 

ñEvery tourist that comes 

through here is a potential 

business lead.ò 

Jeff Malehorn, President & CEO, 

World Business Chicago 



   

#2 ï Raising the destination profile 
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Familiarity is critical in attracting investment 

¸ 13% of executives with site selection responsibilities state that their perceptions of an 

areaôs business climate were influenced by leisure travel and 37% reported influence 

by business travel (Development Counsellors International, 2014) 

 

ñWe are learning a lot from Visit California by how they 

brand California and how to take their model and apply 

it to economic development.ò 

Brook Taylor, Deputy Director, Governorôs Office of Business and 

Economic Development 



   

Impact of campaign on economic perceptions  
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#3 ï Targeted conventions and trade shows 

20 

¸ By securing meetings, conventions and trade shows for local facilities, DMOs attract 

the very prospects that economic development agencies target.  

 

ñOur EDO doesnôt have to fly to DC or 

China. The low hanging fruit is coming 

here for events.ò 

Steve Moore, CEO, Greater Phoenix CVB 

ñEconomic clusters and conventions have 

become synergisticò 

Tom Clark, Metro Denver Economic Development Corp. 



   

#4 ï Raising the quality of life 
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Channel of impact: The visitor economy supports amenities and a quality of life that attract 

investment in other sectors.  

¸ Boeingôs decision to relocate its headquarters to Chicago was heavily influenced by the 

cultural assets and vibrancy of the city. 

¸ Ashevilleôs recent win of a $125 million investment from GE Aviation was heavily 

influenced by its quality of life scores related to both outdoor activities and a vibrant 

downtown. 

¸ The development of leisure attractions in lower downtown Denver has been 

instrumental in the relocation of 20,000 residents to the area.  

 

ñTraveler attractions are the same reason 

that CEOs choose a place.ò 

Jeff Malehorn, President & CEO, World Business Chicago 

  



   

Why prioritize destination marketing? 
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¸ The visitor economy is driving the Maryland economy 

¸ The visitor economy is a catalyst for economic development 

¸ It actually works 



   

SDTMD case study is telling 
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San Diego stark demand slowdown in 2013  
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California TID scenario 

Elimination of 

$207 million of 

annual TID 

funding

Loss of a portion of out-of-state 

visitors and their spending

Reduction in 

DMO group 

sales and 

leisure 

marketing

Loss of California jobs, income 

and tax revenues in tourism and 

downstream sectors



   

Massive impacts 
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52,000 Jobs 

$460 mn Tax Revenue 

8.2 million fewer out-of-state visitors

22.8 million fewer visitor nights, including 

10.4 million fewer hotel room nights 

$3.3 billion reduction in visitor 

spending



   

Pennsylvania 
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Average '07-'08 tourism 
budget: $36.3 million

Graph shows PA tourism budget 
before earmarks. After earmarks, 
only $2.0 million was available for 

statewide marketing in FY2015.



   

Pennsylvania 
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¸ Marketing cuts resulted in share losses 

27.4%

18.4%
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PA share of competitive state total
PA share of nine-state total 

Note: Nine-state competitive state region includes Pennsylvania, New York, New Jersey, Delaware, Maryland, Virginia, Ohio, West 
Virginia, Virginia and District of Columbia. Tourism budgets for 2009 are the FY 2008-09 fiscal year, where available.
Source: US Travel Association; Longwoods International; Tourism Economics



   

Illinois 

State budget impasse limited state and city destination marketing 

for most of the past fiscal year 

Á Dropped to third from first most visited mid-west state.  

Á Illinois ranked 9th among all 50 states and is now ranked 11th as both 

Michigan and Ohio gained share.  

Á Hotel tax revenue from JanuaryïApril was down 0.7% , while the US 

average was up 4.9%.  

Á Inquiries about travel to Illinois were down over 70% in FY16.   



   

Why prioritize destination marketing? 
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¸ The visitor economy is driving the Maryland economy 

¸ The visitor economy is a catalyst for economic development 

¸ It actually works 

¸ Destination marketing meets a pronounced need 

 

 



   

The need for destination promotion 
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Challenge 
Solution:  

Destination Promotion 

1 

The primary motivator of a 

trip is usually the 

experience of a destination, 

beyond the offerings of one 

business 

Articulates the brand message that 

is consistent with consumer 

motivations 

2 

Effective marketing requires 

scale to reach potential 

visitors 

Pools sustained resources to 

provide the economies of scale 

and marketing infrastructure 

required to generate impact  



   

Target opportunity: 658 mn unused vacation days 
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Destination marketing must reverse this trend 
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Plenty of reasons whyé 
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But the benefits are real 
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Why prioritize destination marketing? 
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¸ The visitor economy is driving the Maryland economy 

¸ The visitor economy is a catalyst for economic development 

¸ It actually works 

¸ Destination marketing meets a pronounced need 
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