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Foreword by Nick de Bois

‘A good DMO is the
glue which brings
together the huge
array of parties
together in an area
that make up its
visitor economy’

England has an outstanding tourism offer. Extraordinary, beautiful landscapes, some

of the world’s most renowned historic monuments, buildings and places, stunning
stretches of coastline and inland waterways plus of course our dynamic bustling cities
and towns. We can rightly boast some of the finest museums in the world, the most
historic universities and an eclectic choice of tourist attractions and events right across
the nation.

It is no wonder that England is such a popular destination — attracting 99 million domestic
overnight visitors a year before the pandemic, with London the third most visited city

on the planet and 41 million visitors coming to the UK in 2019. These numbers translate
into a huge number of jobs — there are 4 million jobs across the UK directly or indirectly
dependent on tourism — not to mention lasting memories and great experiences.

None of these figures mean we should rest on our laurels, however, because they
disguise an untapped potential which | will come on to explain. Furthermore, we all
know that it has been quite a different story over the last 18 months with tourism

one of the hardest hit of all economic sectors by the pandemic. The sector now has a
long road to recovery ahead and this recovery will depend, in part, on the prevailing
pandemic conditions but also on having the right structures and partnerships in place to
drive that recovery forward.

It is those structures that this review set out to examine — with a focus on Destination
Management Organisations, or ‘DMOs’ for short.

About DMOs

Let’s face it, most people outside the tourism sector have no idea what a DMO is or
what they do.

It is perhaps best to think of DMOs as local or regional tourist boards built around a
visitor destination such as a town, city or county. That destination usually gets built
into their name — Visit X, or Marketing Y. When you are planning a trip and looking for
things to do, it is usually the DMO'’s website that you turn to, whether you know they
are a DMO or not. When you see an advert on your Twitter feed, on the underground
or in the paper telling you to visit such and such county or city, it is usually a DMO that
produced it.

Yet when a DMO is performing at its best, it is not just doing marketing and
promotion. It is undertaking a wide range of effective activities that combine to ensure
their destination remains sustainable, competitive and compelling. This will include
marketing, but also activities such as providing advice to businesses on new regulations,
skills programmes or grant funding opportunities, going after inward investment,
creating new travel itineraries and products in conjunction with transport companies or
bringing together players to create a compelling bid package for a major event. A good
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‘It is a DMO type
organisation that

is best placed to
stitch the destination
together, keep it
competitive and
present it to the
world’

‘There is
fragmentation across
the landscape, as
well as geographical
overlap, duplication,
distorted priorities
and competition
when there should be
alignment.’

DMO is the glue which brings together the huge array of parties together in an area
that make up its visitor economy.

DMOs are found in almost every nation and region the world over. Why? Because they
respond to a market failure. Tourism businesses want DMOs because they understand
that the tourism sector is an ecosystem and that the success of each individual business
is intrinsically linked to the success of the destination as a whole. That's why they pool
resources to fund a DMO. Consumers don't travel to the Lake District just to stay in a
hotel — they come for its brilliant food offer, the amazing landscape and the heritage

as well — and they are not going to come back if the food is bad, the landscapes poorly
maintained or the attractions boring. Nor are they going to go at all if they’ve never
heard of the Lake District. It is a DMO type organisation that is best placed to stitch the
destination together, keep it competitive and present it to the world.

In England, however, our DMOs are not structured, funded or supported in a way that
allows them to maximise their potential. There are some exceptions to this, but when
looked at together they are performing sub-optimally. If this continues it will mean
slower recovery, slower growth and unfulfilled potential.

About the review

This review was commissioned by the DCMS Secretary of State and the Tourism
Minister in March 2021. | was instructed to think comprehensively and boldly about the
recovery and future of the visitor economy and the role of DMOs within that.

Leading this review has been an honour because everyone I've engaged with has been
so passionate, committed and informed, and | have spoken to a huge and diverse

range of people over the last five months. It was important for me to engage widely,
because | wanted to get a full appraisal of the actions, impact, strengths, weaknesses
and potential of England’s DMOs. That meant speaking with attractions, National
Landscapes, Local Authorities, representatives from our historic buildings, coastal towns,
consumer and business event organisers, small businesses and large corporations, to
name a few, and of course DMOs themselves.

What were the key messages?

First, everyone recognised the need for DMOs. They are a crucial part of the tourism
ecosystem and are not going away. Many English DMOs do great work, and add a lot
of value, but this is not consistent across the board and is despite the Government, not
because of it.

Second, the current landscape in England is a complicated patchwork quilt, with each
DMO managed and led in different ways. They can be limited companies, a team in

a Local Authority, a Business Investment District, or a Community Interest Company.
Their funding models are also diverse and often opaque — some entirely private, some
entirely public, some a mix of the two. There is fragmentation across the landscape,

as well as geographical overlap, duplication, distorted priorities and competition when
there should be alignment. Whilst a bit of variation is fine, the unstructured nature of
the landscape is ultimately hard to get your head around. There was an overriding call
throughout the review and from all parties for a degree of coherence. Everyone wanted
a simplified structure with clear channels of communication between DMOs and
national Government, a clear definition as to what a DMO is and what it should do and
a common understanding of expectations, roles and priorities.



‘There was an
overriding call
throughout the
review and from all
parties for a degree
of coherence’

‘Funding is a big
problem and it
means England’s
DMQOs are not in a
position to support
the Government to
deliver its tourism
priorities’

Department for Digital, Culture, Media & Sport

Third, funding is a big problem. The pandemic has led to a huge drop in commercial
revenues, but this comes against the backdrop of a decade of funding being withdrawn

by the public sector starting in 2012 when the government somewhat brutally cut loose
DMOs from core grant funding via the old Regional Development Agencies. The DMO
response was resourceful and they looked elsewhere for money by becoming more
commercially minded and reliant on private sector membership. In some senses this is

a good thing, but it has also meant DMOs focusing inwards on the marketing desires of
their members and has led to a huge amount of time spent constantly chasing for money.

The funding situation also means England’s DMOs are not really in a position to support
the Government to deliver its tourism policies or to carry out the full suite of activities
needed to keep a destination sustainable and competitive. It has become somewhat

like an elasticated bungee run — with the resources they have DMOs can get so far

but never quite to the end of the run because they always pinged back to marketing.
Place-shaping, having a seat at the table on investment decisions, supporting bids for
major events, developing a destination strategy — all vital elements of destination
development — are just out of reach. | contend that with some core government
support we can help strategic, well led DMOs complete the “run” and dramatically
improve the growth of regional tourism as a result.

Fourth, England’s DMOs do not regularly have a seat at the table when it comes to
decisions by key place-shaping decision-making bodies. Their voice is often unheard and
unrepresented because of the fragmented and confusing structures, and the distorted
priorities of DMOs themselves.

There were more findings too, and there is a lot of nuance to explore and understand,
but these were the key points for me. My report sets out 12 recommendations for
improving the DMO landscape in England.

The way forward

The key recommendations are for the Government. Currently the Government is

sitting on its hands when it needs to get stuck in. England is relatively unique in how
‘hands-off’ the Government is with destination management at a subnational level.
International best practice points towards a top tier network of DMOs operating at
regional scale, built around destinations that make sense to the consumer and in receipt
of reliable funding from the Government to serve as a foundation or springboard from
which the world is then their oyster.

That's why | have proposed a new simplified tiering structure, which would create a
national portfolio of high performing DMOs, able to receive core funding from the
central Government if certain criteria are met. These DMOs would then be accountable
for what they deliver. | am acutely conscious that by asking for government support
from the taxpayer, there must be a return on investment and stringent accountability
for how it is spent. In return | am asking the government to give DMOs the tools to do
the job they are best placed to do.

This need not cost the Government much in the grand scheme of things. | would
estimate it costing somewhere in the region of £15m to £20m per year, based on my
conversations with DMOs during the review. The Government is set to spend many
multiples of this on tourism infrastructure through the £4.8bn Levelling Up Fund (not
to mention the Towns Fund and the Getting Building Fund), so my proposals are not
even 0.1% of that Levelling Up Fund cost. Yet the benefits could be substantial. Just a
1% increase in the value of tourism above its pre-COVID contribution would be worth
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‘Imposing a uniform
one-size-fits-all
solution that treats
every destination

as having the same
needs would be a
catastrophic mistake’

‘It’s time for the
Government to put
in place a super-
charged DMO
network capable
of unleashing

the potential of
England’s many
powerful attack
brands’

£745m to the economy each year and a super-charged DMO network operating on firm
foundations is more than capable of that.

| am acutely aware that government intervention done badly can do more harm than
good. Unintentionally, changes could exacerbate existing issues, or create new ones, if
mis-handled. It is absolutely vital that the diversity and breadth of England’s offer is
recognised as a fundamental strength and, just as is the case with the Government’s
thinking on levelling up, imposing a uniform one-size-fits-all solution that treats every
destination as having the same needs would be a catastrophic mistake. Of equal
importance is that changes must not be looked at through the eyes of Whitehall or the
Town Hall. The consumer should come first.

The challenge for DMOs is to accept the urgent need for coherence to their operating
landscape and embrace a rationalised structure where there has been none before,

and accreditation where none exists. My review takes a long hard look at what is
expected from our DMOs and inevitably this will involve change. For some that may be
uncomfortable, but not to collaborate or join together will mean potential unfulfilled.

The opportunity at stake

This review comes at a time when the Prime Minister has challenged all of us to
propose ideas and solutions to level up opportunity and prosperity in every part of

the country. His recent Levelling Up speech on the 15th July' could have been written
with the tourism sector and this review in mind, when he said: “There is no place in
the country that does not have something special, some selling point” and when he
made the point that “all they need is the right people to believe in them to lead them
and to invest in them and for government to get behind them”. My recommendations
do precisely that. The tourism industry is ready to take up the challenge. Most of

the building blocks are already in place — fantastic committed local leadership with a
passion for their destination, strong ‘attack brands’ and a compelling visitor offer across
England, and an array of DMOs who have shown good promise with respect to working
in partnership with public, private and community interests in their destination as well
as with each other. What's missing is a coherent, sustainable, robust and accountable
structure that can give DMOs time, space and a clear direction, and the ability to
perform consistently from a firm foundation.

For me, potential unfilled is the story of English tourism over the last decade with

the Government frankly operating on the lazy assumption that tourism can look after
itself and is doing just fine. The pandemic has certainly played its part in exposing this
assumption, and | am glad to see the recently published Tourism Recovery Plan set out
bold targets and a clear framework for a swift recovery. However, it's now time for the
Government to put its money where its mouth is, and put in place a super-charged DMO
network capable of unleashing the potential of England’s many powerful attack brands.

Furthermore, it's time for the Government to realise the potential of this sector.
Doubling visitor numbers in England between 2010 and 2020 might seem good but
frankly we could have exceeded that in both quality of spend and quantity of visitors.
Over that period our tourism sector grew slower than the world average and we lost
market share. With all that England has to offer it should not be acceptable to see
France continue getting double the number of international visitors, and for the UK to
have only one city in the top 100 most visited global cities.

"https://www.gov.uk/government/speeches/the-prime-ministers-levelling-up-speech-15-july-2021



If the Government
is fine with England
staying in Tourism’s
equivalent of
League 1, with a
declining market
share and unfulfilled
potential then it
should do nothing
and continue leaving
DMO:s largely to
their own devices’

Department for Digital, Culture, Media & Sport

The Prime Minister has said levelling-up is about ‘heating up’ all our regions so they

are performing at their potential. DMOs are ideally placed to achieve this for tourism,
and there is huge scope for growth. If we can get structural reform right there is huge
potential for this sector to become more productive and play its full role in placemaking
and economic regeneration.

And it is not just England which will benefit. Although Tourism is a devolved
responsibility, a stronger English landscape will be a good thing for tourism businesses
and organisations in Wales and Scotland keen to work on cross-border collaboration.
There would also be Barnett consequentials from increased investment in England.

If the Government is fine with England staying in Tourism’s equivalent of League 1,
with a declining market share and unfulfilled potential then it should do nothing and
continue leaving DMOs largely to their own devices.

But if it wants to level this sector up to the Premier League, then it is time to abandon
the last decade of a "hands off’ approach to tourism. Now is the time to introduce a
new era of policy engagement and delivery, working with the successful public private
partnership that our DMOs can be, charging them with the strategic role our cities,
regions and counties require to deliver the growth and levelling up government seeks.

Nick de Bois
August 2021
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Executive Summary and Recommendations

What | was asked to do

1.

In March, | was asked by the Secretary of State for Digital, Culture, Media and Sport, Oliver Dowden,
and the Minister for Sport and Tourism, Nigel Huddleston, to conduct a root and branch review of the
Destination Management Organisation (DMO) landscape in England.

My terms of reference were clear. First, build up a picture of the current landscape, and set that in an
historical and international context. Second, appraise the landscape, in particular work out the extent
to which it is economically efficient, effective and sustainable, assess whether or not it is maximising
its potential to support delivery of the Government’s tourism policy agenda with respect to England
and assess if it is sufficiently integrated with the wider local and regional economic landscape (i.e.
Local Authorities, Local Enterprise Partnerships and so forth). Third, make recommendations to fix any
deficiencies | found.

As for why | was asked to undertake the review, | think that was also clear. For many years, DMOs

had been raising concerns with the Government about their financial stability and almost

every player in the tourism sector had been crying out for a rationalisation of the landscape.

The COVID-19 pandemic only made the case for a review more urgent, with the knock-on impact of
pandemic restrictions causing massive reductions to DMO commercial revenue streams at the very time
tourism businesses needed their support most.

In my first meeting with him, the Tourism Minister explained that now was the time — with recovery
on the horizon and the sector hit harder than ever before in its history — to think comprehensively
and boldly about the future of the visitor economy and the role of DMOs within that.

How | conducted the review

5.

Given the immediate challenges presented to the tourism sector by COVID-19, the timeframe given

to me was short — five months — but within that timeframe | sought to engage as wide and diverse a
set of stakeholders as possible within the constraints imposed by the ongoing pandemic. I've met with
many, both in virtual one-to-one meetings and through in-person roundtables up and down the country.
I've also conducted what | believe to be the largest, most detailed survey of DMOs ever undertaken in
England and a written consultation, open to anyone, which received 340 substantive responses.

As a result, | was able to work from a comprehensive evidence base. To assist me in making sense of it,
and to act as a sounding board for developing recommendations, | set up a Challenge Panel of experts
from across the tourism sector and beyond. | am grateful for their assistance throughout the review
process and have provided further detail on Challenge Panel membership in the Annexes.

A note on terminology

7.

It became apparent to me almost straight away that the acronym '‘DMO’ means different things
to different people. The key distinction is what the ‘M’ stands for, with some saying ‘Management’
and some ‘Marketing.’ Not every DMO is a Destination ‘Management’ Organisation, despite what it
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might have said in my Terms of Reference and despite the overall name of the review. As such, | sought
to look at the structure and funding of tourism at a regional and local level in the round rather than be
constrained by a focus on ‘Management’. When | use the acronym ‘DMQ’ in this report, | use it to mean
both Management and Marketing, i.e. to cover all types of DMO or organisations engaging in DMO
type activities. When | want to refer specifically to ‘Management’ or ‘Marketing’, i.e. when exploring the
differences between the two, | deliberately spell out the acronym using the appropriate word.

My findings

8.

10.

First and foremost — | found that DMOs are here to stay. They are found in every region and destination
in the world with a developed tourism industry, and with good reason. They respond to a well
documented market failure. Tourism businesses want them, because they understand fundamentally
that tourism is an ecosystem and that their own business success is intrinsically linked to the success

of the destination as a whole. They also understand that a DMO type organisation is best placed to
manage and grow the destination, ensuring it remains competitive and sustainable. The question of
whether or not they should exist is ultimately moot. The key questions are therefore — what does a
high-performing DMO deliver, under what conditions does that arise and what is the role of the
Government in creating and maintaining those conditions?

For me, a high performing DMO should do the following. It:
- Is actively involved in destination management, not just marketing.

+ Is built around the consumer rather than administrative boundaries set by the Government
(although it is helpful when these align).

+ Covers a geographic area with a tourism offer that comes together as a compelling and competitive
brand.

Has a clear strategic, long-term vision for how to develop the destination in line with its key
strengths, so it remains competitive and sustainable.

+ Acts as the ‘broker’ and/or ‘convener’ for the tourism sector in the area covered. DMOs should be
true partnerships between public, private and community organisations.

+ Is a strong and trusted advocate for the tourism sector, bringing relevant stakeholders with them,
with a seat at the table when it comes to major decisions about transport, inward investment and
so forth, and able to marshal evidence to illustrate the situation on the ground and the impact of
visitor spending.

- Should be well integrated with the country’s overall tourism strategy, and have the capacity to
deliver grant-funding projects on behalf of central Government if required;

Should be outcome-focused and financially sustainable, not continually fighting for survival or
serving as a vehicle to boost individual egos.

+ Undertakes activities that match the development needs of their destination, ensuring it remains
sustainable and competitive. This will vary from DMO to DMO and, yes, it almost always involves
marketing but that is not the be all and end all. Getting visitors to a destination is just one aspect of
developing a competitive and sustainable visitor economy.

When DMOs are performing consistently at this level it adds a significant amount that no one other
body is able to provide. Consumers will know the destination exists, that it presents a compelling

and cohesive offer and they will be more likely to have a great experience when they visit. If they
don'’t, the destination will be able to collect evidence to know about it and implement a fix. Tourism
businesses will have skilled staff capable of serving consumer needs and will have up to date evidence
on how they need to innovate and adapt to ensure the destination remains competitive. Investors will
be more inclined to look at the destination as an opportunity and the local community will embrace
the opportunities presented by the visitor pound. More visitors come, they will be incentivised to stay
longer and spend more, more jobs are created and prosperity flows.
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11.

12.

13.

14.

Local Authorities cannot achieve all this, with their artificial boundaries that make little sense

to the consumer and their poor connections with tourism businesses. Local Enterprise Partnerships
can't either, as they lack policy levers to affect change and again, don’t match up well with consumer
understanding. Businesses alone can't do it either — why would they go solo in promoting their
destination when their rivals might stand to benefit? It is a DMO type organisation that is needed to
stitch it all together.

Yet did | find that DMOs across England were all consistently performing at the optimal standard?
Unfortunately not, although there were plenty of examples of good practice and some DMOs are
certainly closer than others to excelling.

There’s a lot that England’s DMOs do well. They are staffed by passionate and well informed staff,

who are able to articulate what makes their destination special. They are often able to act as conduits

of information from businesses to the public sector and vice versa. Many regularly and competently
administer grant funding on behalf of the public sector — £500,000 over the last three years on average
per DMO.? Lots have the trust of the private sector, and there is no better evidence of that than their
continued existence over the last decade despite the withdrawal of funding from public sector sources.
Much of the evidence | collected pointed to the best Destination Management Organisations acting as
the ‘glue’ bringing together the vast range of parties that collectively have a stake in the visitor economy.

Despite this, the current DMO landscape in England is ultimately sub-optimal and for a number
of fundamental, structural reasons is held back from achieving its full potential. No-one would
have designed what we have now. The following are particular issues:

Variation: There is too much of it — in terms of structure, geography, size, model and performance
— to the point where the landscape appears incoherent to those from the outside looking in. For
example, there's at least 46 DMOs in the South East, of all shapes and sizes, from ‘Tourism South
East’ down to ‘Destination Basingstoke’. This variation creates confusion among policy makers
at all levels of Government, and amongst businesses and consumers, ultimately causing them
not to engage with DMOs. Furthermore, the inconsistency makes it difficult for the Government to
look at the DMO network as a natural and reliable delivery partner, especially if it wants to deliver
on a consistent basis across the country.

- Fragmentation: There is an excessive amount of geographical overlap and territorial competition,
leading to missed opportunities around economies of scale. For example, why does Devon have
a Visit Devon, a Visit Dartmoor, a Visit Exmoor, a Visit South Devon, a Visit Totnes, Destination
Plymouth as well as Exeter City Council getting involved? There are too many DMOs, to be frank,
and not enough doing destination management. No mechanism exists for bringing the fragments
together, sharing best practice or evaluating performance consistently. The fragmentation leads to a
diminished voice for the visitor economy overall and exacerbates low awareness internationally of all
the brilliant tourism offerings across England.

+  Funding: Reliable Government funding has all but evaporated over the last decade — Local Authorities
spent £127m less on tourism in 2017-18 than in 2009-10. Whilst this has forced DMOs to become
more commercially savvy organisations (a good thing in the main) it has also meant that DMO staff
spend too much of their time chasing membership income (some have half their staff devoted to it!)
and not delivering the full suite of strategic activities that make for good destination management.
Over-reliance on membership fees also acts to skew priorities to destination marketing, reducing
time and focus on longer term revenue raising activities and place building. Core funding would give
DMOs the breathing space and firm foundation they need to support a strategic agenda and
lean-in to the Government’s tourism priorities, and | do not think the Government can expect
high potential DMOs to consistently and substantively support them without it.

2This figure is the median average, rather than the mean average, as a small number of DMOs administer much higher
amounts. The median is therefore a better measure of central tendency in this instance.

1
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15.

16.

17.

18.
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+ Evidence: There was a lot of evidence put forward about the specific value that a DMO can bring.
Clearly they add value, otherwise an estimated 50,000 tourism businesses would not pay them
membership fees, but the evidence provided was not consistent across DMOs and tended towards
the anecdotal rather than the robust. There's no national framework to compare performance
between DMOs and on the whole tourism data is weak.

Engagement: Some DMOs are able to act as the ‘broker’, ‘convenor’ and ‘advocate’ for the visitor
economy in their area, and are well engaged with all their key strategic partners. I've included the
example of Experience Oxfordshire in the report, which helped over 10,000 businesses during the

pandemic. However, this is by no means consistent across the country.

Relationship with local and national Government. Many contributors to the review felt that
they were not part of a national tourism strategy, or a coherent structure with clear, distinct
roles for national Government, VisitEngland and DMOs. VisitEngland, though praised for their
work during the pandemic, was criticised for being disengaged and not fulfilling a leadership role.
Many Local Enterprise Partnerships and Local Authorities, in particular, appear to ignore or
downplay the economic value of the visitor economy and are not as sufficiently engaged as they
could be with their DMO.

| therefore concluded that the current landscape is not economically efficient, effective or
sustainable. It is not configured in such a way that best enables the Government to deliver its
priorities as set out in its Tourism Recovery Plan and more could be done to integrate DMOs with
the wider economic landscape.

If the Government wants to ‘level up’ DMOs and ensure they are fully equipped to be at their
best, then fundamental change is needed, not tinkering around the edges. Coherence must be
brought to the landscape, and my recommendations set out a new tiering system to do that. The
foundations also need firming up, which is why Ministers must be prepared to provide funding to top
tier Destination Management Organisations best placed to support the growth of regional tourism.

At the moment, England is an international outlier in relation to how ‘hands-off’ the Government is.
DMOs themselves must also embrace change and if they are not prepared to be held to account, to
move away from an over-focus on marketing or to collaborate, then they cannot expect funding. If the
changes | propose are implemented, then English Tourism will acquire a strong network of DMOs able
to support delivery of the Tourism Recovery Plan, leading on key national priorities such as securing
more higher-spending visitors in every region, sustainability, inclusivity, extending the tourism season
and place-shaping.

However, if the Government decides to play a greater role, it must be careful. It is certainly conceivable
that Government intervention could exacerbate existing issues , or create new ones, if mis-handled. In
particular, it must appreciate that the diversity and breadth of England’s tourism offer is a fundamental
strength and not impose a uniform one-size-fits-all solution that treats every destination as having

the same needs. It must also appreciate that in the tourism world, the consumer should come
first. No attempt should be made to fit DMOs neatly into existing administrative structures — be
they Local Authorities, Local Enterprise Partnerships or something else — this would ultimately lead to
destinations not fulfilling their potential.? Finally, if the Government decides to provide funding it must
hold DMOs to account for delivery. My recommendations are designed with these considerations in
mind, and | have summarised all twelve on the following pages.

This report will now need to be considered by the Secretary of State for Digital, Culture, Media and
Sport, as well as the Minister for Tourism. It is in their gift to decide whether or not to implement the
recommendations that | have set out for the Government.

31t is helpful when these align, however, as is the case in some locations like London and Manchester. Potential ‘county deals’
may help alignment further as counties are a more natural fit with the consumer.
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My recommendations for Government

Recommendation 1: The Government should bring coherence to England’s DMO landscape via a
tiering approach, using an accreditation process to create a national portfolio of high performing
Destination Management Organisations that meet certain criteria. | would also suggest a move
away from the confusing ‘DMO’ term and call these nationally accredited Tourist Boards.

Recommendation 2a: The national portfolio should then be split into two tiers — a top tier of
accredited Tourist Boards acting as ‘Destination Development Partnerships’ or as leaders of them,
(these could be described as ‘hubs’) and a second tier of accredited Tourist Boards acting as
members of these Partnerships (‘spokes’).

Destination Development Partnership status could be awarded to either an individual accredited
Tourist Board covering a large enough geography (e.g. a city region) or to a coalition of willing
accredited Tourist Boards within an area that come together under a lead Board.

Recommendation 2b: The Government should then provide core funding to each Destination
Development Partnership. The funding should be focused on activities that ensure their destination
remains sustainable, competitive and responsive to high level strategic challenges identified by

the Government such as those around sustainability, skills, inclusive tourism and levelling up. The
Destination Development Partnership would be expected to pass down a degree of funding to
accredited Tourist Boards amongst its coalition and work collaboratively with them to deliver a
shared vision.

Recommendation 3: DMOs that do not meet the national accreditation criteria should be
automatically considered as part of a ‘third tier’. These are likely to be small, localised Destination
Marketing Organisations and the Government should minimise its engagement with them.

Recommendation 4: As it is England’s National Tourist Board, with the statutory responsibility
for growing tourism at an England level, the Government should charge VisitEngland with
responsibility for creating, maintaining and supporting this new tiered structure. It should receive
sufficient funding and resources to do this.

Recommendation 5: The Government must also change its approach, in order to maximise the
success of the new system. There is currently insufficient appreciation of the importance and
promise of the visitor economy at the top of government, leading to unfilled potential in DMOs
and the wider tourism landscape. In practice, responsibility for tourism policy cuts across multiple
departments, creating a confusing picture. Practical measures to address these issues could
include elevating the Tourism Minister to a Minister of State position and either reallocating
responsibilities from other departments to sit under that Minister or making the Minister
responsible for the activities of teams within multiple departments — this latter suggestion is an
established practice already in other policy areas which cut across Whitehall departments.

Recommendation 6: In order to help DMOs and Local Authorities take decisions on how best to
develop the visitor economy in their local area, the Government should improve access to quality
data by introducing the proposed Tourism Data Hub as a matter of urgency.
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Who does what? The structure of English Tourism if the
recommendations are implemented:

National Government
Sets England’s tourism strategy.

Government responsible for a wide range of policy levers affecting performance of the tourism
industry — e.g. tax policy, labour market policy and visa and border policy.

Funds the National Tourist Board, trading as VisitBritain and VisitEngland, to promote and
develop England’s tourism industry, e.g. international marketing, business support, quality
assessment and data collection.

VisitEngland gains responsibility for running an accreditation system that creates a National
Portfolio of Tourist Boards (formerly DMOs). They would also be responsible for working with
the Destination Development Partnerships to collectively deliver England’s tourism strategy.

Regional Tier — Destination Development Partnerships

Either individual accredited Tourist Boards from within the National Portfolio that cover a
large enough geography (e.g. a city region), or a group of them acting in coalition under a lead
Tourist Board.

Able to receive multi-year core funding from the national Government, via VisitEngland.

Responsible for a Destination Development Plan which sets regional priorities for the visitor
economy in the geography covered, in-line with England’s tourism strategy.

Focused on strategic objectives — e.g. skills, sustainability, levelling-up, inward investment,
productivity and accessibility.

Main conduit of information between Government and tourism sector. Undertake data
collection.

Expert source of advice on tourism investment, infrastructure and on bids for Government
funding.

Expert source of advice on major events — e.g. acting as convention bureaus.
Lead on tourism product development — e.g. integrated transport passes or travel itineraries.
International travel trade engagement.

Well integrated with key regional actors — e.g. county councils, Local Enterprise Partnerships,
Mayoral Combined Authorities.

Undertake back office functions for accredited Tourist Boards within the region.

Intermediate Tier — Accredited Tourist Boards

Members of Destination Development Partnerships and able to receive downstream funding
from them.

Work in collaboration with Partnership on its Destination Development Plan. Able to articulate
local tourism development needs and ensure they are incorporated into the overall Plan.

Focused on marketing, tourism promotion and information provision activities.
Capable of collecting evidence/data on the tourism situation ‘on the ground'.
Well integrated with key regional actors — e.g. district councils, LEPs.

Day to day business support, development, engagement and account management.
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Local Tier — Local Marketing Organisations
Unaccredited and unaffiliated with any Destination Development Partnership.
Unable to receive funding from the central Government.

Almost entirely focused on marketing and promotion.

My recommendations for DMOs

Recommendation 7: DMOs must accept that they also have a role to play in driving forward
change; it cannot just be left to the Government. To maximise the success of the new structure
| have outlined, DMOs will need to take a less territorial approach, have a greater focus on
collaboration, and recognise that the current fragmentation is holding them back from acting as
effective advocates for the visitor economy.

Recommendation 8: DMOs should seek to diversify their income streams, and should share and
learn from examples of best practice. This will enable them to best leverage the core funding |
propose and | would expect a commitment to diversification as being an accreditation criterion.

Recommendation 9: DMOs should have a rigorous focus on keeping the skill sets and expertise
of their own staff up-to-date, particularly with respect to digital skills, so as to ensure their
destination’s offer continues to be sustainable and competitive.

Recommendation 10: DMOs should have more diverse boards that fully represent their
communities as well as their businesses and visitors.

My recommendations for Local Enterprise Partnerships and Local
Authorities

Recommendation 11: Local Enterprise Partnerships must realise the value of tourism, ensure
the visitor economy is fully integrated into their economic strategies and play their full role as
partners in the activities of their local accredited Tourist Boards and Destination Development
Partnerships. They should recognise that DMO type organisations are best placed to drive growth
in regional tourism and they should actively support them.

Recommendation 12: Local government — be that a District Council, County Council, Mayoral
Combined Authority or any other formulation — must also realise the value of tourism and should
strive to play their part in supporting accredited Tourist Board and Destination Development
Partnerships. They should accept that for DMOs to be at their best, they need to be public/
private/community partnerships, not based solely in a Local Authority but working in partnership
with them. They should also involve their DMO in any policy decision-making affecting the visitor
economy.
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Introduction

Tourism is an important component of the UK’'s economy. It creates wealth and jobs, broadens
minds, supports wellbeing, drives investment and sustains the protection of our natural, cultural and
historic heritage. In 2019, tourism directly (i.e. as a result of visitor spending) supported around 4% of
the UK economy (£75bn) and 1.7 million jobs.* For perspective, the UK automotive sector employed
390,000 pre-COVID and the aerospace sector employed 120,000 — so tourism directly employs more
than double both sectors combined.® The indirect benefits of tourism are greater still, with the visitor
pound indirectly supporting up to 4 million jobs® in total across the UK, including the florist producing
flowers for an event venue, the plumbers and electricians servicing local hotels, and the farmer
providing produce for a restaurant chain.

The tourism ecosystem is diverse and complicated. In 2019 there were over 230,000 businesses
operating in the sector across the UK’ — 98% of them small and medium sized enterprises® — including
transport providers, accommodation providers, attractions and tourism ‘facilitators’ such as tour
operators, tour guides, travel agents, travel insurance companies, those working in the meetings,
incentive travel, conferences and exhibitions sub-sector and, of course, DMOs. England itself is also a
diverse visitor proposition, spanning urban, rural and coastal destinations, as well as areas of wilderness,
within a relatively small footprint, and no two places are the same in terms of their situation, history,
and thus their visitor offer. This diversity is a major strength.

What is a DMO and what do they do?

3.

DMOs are found across the world at national, regional and local levels. Sometimes they are known
as tourist boards, sometimes visitor or convention bureaus. The UN World Tourism Organisation defines
Destination Management Organisations as ‘the leading organisational entity which may encompass

the various authorities, stakeholder and professionals and facilitates partnerships towards a collective
destination vision.” At their best, they are a crucial part of the tourism ecosystem.

In England, the term ‘DMO’ means different things to different people, most tellingly even
amongst those working for DMOs. It can stand for either Destination Management Organisation
or Destination Marketing Organisation and even within those categories no two organisations are
particularly alike. | found fairly swiftly that in an English context there is no simple answer to the
questions: ‘What is a DMO?’ and ‘What do DMOs do?’

Fundamental to all DMOs, however, is a desire to promote their locality or region as a visitor
destination. They want to see visitor spending increase, to promote growth locally, to provide a visitor
offer that remains sustainable and competitive and a high quality visitor experience. In England, 150 is
often cited within the sector as the best estimate for the number of organisations that might describe

“See the ONS Tourism Satellite Account.

>See here for the Aerospace Sector Deal and here for the Automotive Sector Deal.
1BID

"ONS Tourism Satellite Account

8 ONS Business Activity, size and location

9 See https://www.e-unwto.org/doi/epdf/10.18111/9789284420841


https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/763781/aerospace-sector-deal-web.pdf
https://www.gov.uk/government/publications/automotive-sector-deal/auto
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themselves as ‘DMOs’ (marketing and/or management), but we do not know the true figure because
there is no agreed definition or formal register. DMOs in England are organic organisations, in that

they have by and large developed from the ground up; they do not exist within a top-down strategic
framework or structure and have not been created or mandated by the national Government. They each
cover a specific geography — usually detailed in their name (e.g. Marketing Manchester or Visit Cornwall
— often a ‘call to action’ for the consumer). They have their own funding models, governance structures
and priorities. The variation in structure, funding, performance and size across England (and globally) is
substantial. No two DMOs follow the same model, or carry out the same activities, although in England
it is common to find duplication of effort by separate DMOs covering the same location.

There are many ways in which a DMO might promote their destination. Marketing or promotional
activities in their area targeted at domestic audiences is the most common activity. But the vast
majority of DMOs also provide advice, signposting and support to local tourism businesses, share
information online with potential visitors or via printed materials, carry out research to understand
consumers, and seek to represent tourism interests and the visitor economy to local and national
Government. Less prevalent — though still common — activities include international marketing, training
and consultancy services, engaging with the travel trade to develop products (e.g. touring itineraries),
and taking direct consumer bookings for accommodation, attractions and experiences.

DMOs operate within a crowded regional and local landscape, and are not the only organisations
involved in activities affecting the development of regional visitor economies. There are many
other players, including:

a. Local Authorities — some with their own tourist departments (some of which may identify as
DMOs) and some who provide funding to their local DMO. Local Authorities can also be direct
players in the visitor economy, running museums, heritage institutions, and libraries for example.
Local Authority involvement in, and funding for, tourism has receded over the last decade.

b. Local Enterprise Partnerships (LEPs), and their associated Growth Hubs, which can direct and
administer funding relevant to the visitor economy (e.g. for training programmes or infrastructure
development). The evidence | gathered suggests LEP engagement in the visitor economy — and thus
with their local DMOs — varies significantly from place to place.

c. Mayoral Combined Authorities (MCAs), established by the national Government, and possessing
devolved powers with direct and indirect relevance for the visitor economy (e.g. transport, inward
investment etc).

d. Business Improvement Districts (BIDs), funded directly by local businesses to undertake various
activities, including promotion. A number of DMOs — often those in coastal areas — follow the BID
model, sometimes called Tourism Business Improvement Districts.

e. The British Tourist Authority (trading as VisitEngland and VisitBritain). VisitEngland and
VisitBritain could themselves be described as DMOs on a national scale, in that they exist to
promote England, and Great Britain, to domestic and international markets. Their existence, structure
and role are set out in statute however™, and as such are more formal than those of other English
DMOs. The British Tourist Authority has relationships with some of England’s DMOs, but not all of
them and not each to the same degree.

f. Central Government Departments, including but not limited to the Department for Digital,
Culture, Media and Sport (DCMS) which leads on tourism policy, with the British Tourist Authority
acting as its delivery body, and has a relationship with a limited number of English DMOs. Other
Departments include the Ministry for Housing, Communities and Local Government (MHCLG) which
funds Local Authorities, and often administers grant funding for which DMOs might bid, and the

“The Development of Tourism Act, 1969
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Department for the Environment, Farming and Rural Affairs (DEFRA), which oversees the National
Landscapes, most of which work closely with their local DMOs or indeed carry out DMO type
activities (e.g. product development).

g. Arms Length Bodies, such as Arts Council England, Historic England, and the National Lottery
Heritage Fund who administer funding, support and advice to culture and heritage organisations —
which are themselves supported by, and support in turn, the visitor economy, and often work closely
with their respective DMOs but not always.

h. The private sector, including visitor economy businesses such as hotels, visitor attractions, transport
providers, bars and restaurants, event venues and tour operators which often provide DMOs with the
majority of their funding via membership fees.

Why do DMOs exist?

8.

10.

11.

12.

Tourism businesses are part of a wider ecosystem of businesses that collectively make up a
destination. Many companies can and do promote their own tourism business, be that a hotel chain or
an airline, but the success of their business is inherently tied up with the success of a destination as a
whole. Tourists do not just visit a hotel — they stay in one while doing other things in the local area, so for
the hotel to be successful, it needs a strong set of local attractions, safe and clean streets, places for its
guests to eat and drink, excellent public amenities and effective transport connectivity — to name a few.
Consumers also tend to think of a destination as a whole, encompassing a constellation of businesses and
attractions.

DMOs exist because they are responding to a market failure. Individual tourism businesses will
tend not to allocate sufficient resources to advertising their destination, because doing so would

result in other tourism businesses getting some of the benefit without contributing (so called ‘free-
riders’). DMOs fill this gap by allowing businesses to pool their resources and market the destination
collaboratively. This does not remove the free-rider issue, but it reduces it, facilitating a greater amount
of marketing and support than would otherwise exist if firms relied on their own resources alone,
achieving economies of scale and far greater reach and impact for those businesses.

DMOs can also address coordination failure. The tourism sector is highly fragmented with many
micro businesses and coordination between businesses to address collective issues such as signage
or transportation can be difficult, since they may view each other as competitors for a shared,
limited number of visitors. DMOs often take on place management and destination development
responsibilities — for example, by advising on planning applications — acting as a unifying and
collaborative force to address this fragmentation.

Information failure is also an issue that DMOs can help tackle. In the tourism sector, this
traditionally manifests in two ways — businesses lacking an understanding of visitor needs and
motivations (particularly those coming from overseas) and consumers lacking information on where

to go and what to do — in England, this is particularly the case outside London. For tourism businesses,
understanding the tastes and preferences of international consumers in a different country can require
extensive market research which is beyond their budget. A DMO is well placed to fill these gaps by
providing campaigns and websites that raise consumer awareness of and interest in a destination’s offer,
running a Tourist Information Centre, or by commissioning market research to share with businesses.
Reducing information failures boosts profits for businesses by enabling them to offer consumer-focused
products, increasing demand and attracting more visitors to a destination.

These market failures are why DMOs exist across the world — at national, regional and local
levels. It is also why | heard of several cases during the review where DMOs folded, only to spring back
in another format a year or so later. But just because there is an enduring rationale and market failures
that explain DMOs' existence, it does not mean they are currently performing optimally and maximising
their potential to support the growth and productivity of regional tourism in England.
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The review process

13.

14.

15.

The Terms of Reference (see Annex A) provided to me were clear. | was asked to examine
the following three questions, and | started the review operating under the assumption that the
Government thought the answer to each of them was no:

a. Is the current DMO landscape in England economically efficient, effective and sustainable (with
regard to funding, structure and performance)?

b. Does it best enable the government to meet its leisure and business tourism policy objectives at a
national, regional and local level?

c. Is it sufficiently engaged with the wider local and regional economic landscape?

It became apparent early on that many in the sector felt the review was both necessary and
long overdue. In particular, the impact of COVID-19 on DMOs and the tourism sector more generally
had accelerated the need for a thorough assessment. It is no surprise that the visitor economy has
suffered so much as a result of the pandemic — it is an industry reliant on the movement and gathering
of people, both of which have been heavily restricted — and Government restrictions resulted in
significant declines in income for tourism businesses. This had a direct impact on the finances of
DMOs, particularly those reliant on membership subscriptions from businesses who could no longer
afford to pay. The Government’s Terms of Reference recognise this impact, and over the course of the
pandemic £2.3 million has been provided by the Government, via VisitEngland, to support the survival
of commercially reliant DMOs enabling them to continue providing vital business support. However,

| am under no illusion that this support, whilst crucial, will be undermined or even wasted unless a
sustainable, effective DMO structure is put in place to underpin the recovery of tourism across all
regions.

I was also asked to look at how DMOs could support the national Government'’s tourism policy,
in particular the ability of tourism to contribute to the levelling up agenda. The Government’s
Tourism policy for the pandemic recovery period is set out in its Tourism Recovery Plan, published

in June 2021." This sets several medium to long-term policy ambitions under the ‘build back better’
heading, and articulates a vision for a more productive, innovative, resilient, sustainable and inclusive
tourism sector, with tourism growing in every nation and region of the UK. A common theme across
the evidence gathered was that DMOs and the wider visitor economy sector are well positioned in
theory to help deliver this agenda, if not in practice due to the barriers holding them back.

Gathering evidence

16.

17.

To inform the review, | met a wide range of stakeholders from across the Tourism sector. The
engagement and consultation has been extensive, despite the short timeframe available and restrictions
related to the pandemic. The methodology is described in Annex B, but is summarised below. It is a
measure of the commitment of those working in the industry and their broad support for this review
that | was able to engage so widely in the challenging timeframe. It was a privilege to meet with so
many professionals across the full spectrum of the visitor economy and | am grateful for their time

and commitment.

In March and April | held virtual meetings with stakeholders from across the sector, including
DMOs large and small, former Tourism Ministers, sector representative bodies, Arms Length Bodies, and
business owners. The purpose of these meetings was to conduct an initial exploration of the issues, and
to get a sense of emerging themes.

" See here for the Tourism Recovery Plan.


https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/992974/Tourism_Recovery_Plan__Web_Accessible_.pdf
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In March | also launched two consultation exercises:

a. Between 18th March and 4th May | ran a written consultation exercise,’ which anyone could
respond to. This received 340 substantive responses, from a broad range of DMOs, Local Enterprise
Partnerships, tourism businesses, other bodies and members of the public. Llewellyn McLaren
Consulting were commissioned to analyse the responses.

b. Between 24th March and 16th April | ran an online survey for DMOs only. This survey was sent
by email link to 178 organisations and focused on capturing data about their size, structure, funding
model and activities. Just under 100 DMOs provided fully completed responses to this anonymous
survey.

In April, | also conducted desk research to place the DMO landscape in a historical and
international context. | built up a picture of the model in multiple comparator countries and the
Devolved Administrations. My historical assessment went back 50 years to the 1970s when 11 Regional
Tourist Boards were introduced in England, through to the introduction of 9 Regional Development
Agencies in 2003 and their abolition in 2012.

Having gathered a significant body of evidence, | then held nine, in-person regional roundtable
discussions in June, each with a representative group from the respective region’s visitor economies.
These were held across the country and | used them to explain, assess, and test the themes which
had emerged from the evidence, before moving on to discuss the policy implications and potential
recommendations.

Challenge Panel

21.

Throughout the review | have been ably supported by an experienced Challenge Panel. | convened
the Challenge Panel at the start of the process, aiming to ensure a diverse range of voices — both those
with direct experience of working in and alongside DMOs themselves, as well as wider commercial and
local Government voices. | saw the role of the Panel as being threefold — i) to interrogate themes as
they emerged; ii) to act as a sounding board for my emerging thoughts about recommendations; and
i) to ensure the Review stayed focused on the key questions set out in the Terms of Reference. The
panel met three times through the course of the review, including an in-person meeting in Liverpool

in July to discuss emerging recommendations. Challenge Panel members also took part in the regional
roundtables, and received advance copies of the draft report. Further detail on the membership of the
Panel can be found in Annex C.

Report structure

22.

23.

24.

As required by the Terms of Reference, | begin this report by first painting a picture of the DMO
landscape in England as | found it. This draws on the quantitative survey of DMOs, and places the
English landscape in a historical and international context.

| then move on to analysing the strengths and weaknesses of the current DMO landscape. Overall,
| conclude that although there are instances of DMOs excelling in their roles, fundamentally the current
model is sub-optimal. No-one would have designed the current DMO landscape if they were starting
from a blank sheet of paper. The landscape is fragmented, inefficient, and lacks a structure that could
and would enable the Government to meet its tourism policy objectives, and deliver effective and long-
lasting sustainable growth in regional tourism. England is a relative international outlier in how ‘hands-
off" it is when it comes to supporting DMOs. This lack of oversight and support is holding DMOs back
from achieving their full potential.

Finally, | set out my recommendations for how the current DMO landscape might be improved.

'2See here for the consultation questions.


https://www.gov.uk/government/consultations/independent-review-of-destination-management-organisations-dmos-consultation/independent-review-of-destination-management-organisations-dmos-consultation
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Chapter 1: Context — the current English
DMO landscape

This chapter describes the DMO landscape in England as | found it and sets it in an international and
historical context. The chapter covers issues such as DMO operating models, funding and geography, the
activities that DMOs carry out, who they engage with and the impact of the pandemic. | appreciate that
reading lots of statistics is not to everyone's taste, so | have tried to paint a clear picture as concisely

as possible. For those who want to get into the recommendations quickly, | suggest remembering the
following key takeaway points from this chapter but the detail and nuance is all important context for
what | ultimately recommend.

Key points:

There is a bewildering variety of DMO funding models and structures. The point that stuck out most
for me was the extent of fragmentation and the large number of very small DMOs. There are at
least 46 DMOs in the South East alone, with some areas covered by more than 4 organisations.

DMOs are engaged in a wide range of activities — marketing is the most common but is not the
be all and end all. 7/10 DMOs are doing at least nine different types of activity at the same time.
Revenue raising activities are less common.

DMOs speak to a huge range of organisations as part of their day job, but do not necessarily work
with them closely. For example, two thirds speak regularly with their Local Enterprise Partnership,
but only 18% have a formal partnership with them.

DMOs are an important means by which the central Government distributes funding — with
£500,000 on average per DMO being administered over the last three years — but only two thirds
are involved in bidding for this sort of activity.

DMO income has fallen steadily over the last few years, particularly commercial income during the
onset of the pandemic, which fell by 64% last year.

The overall story of the last decade is of the retreat of the public sector from supporting DMOs,
with the national Government going first when it abolished Regional Development Agencies and
then Local Government slowly withdrawing. Between 2009-10 and 2017-18, annual Local Authority
spending on tourism fell by 56% a year.

England is now a relative international outlier in how little the state is involved in DMOs operating
on a large geographical scale.

Every DMO is unique

25.

Before | started this review, | knew of the significant variation in DMO structures, models, and
geographies, but the review brought home to me just how varied the landscape is. No two DMO
is the same. This variation and complexity makes answering the question ‘what is a DMO?’ challenging.
Further, | soon discovered that the Terms of Reference started on a false premise, by assuming that

the ‘M’ in DMO stood for ‘Management’, as if this was common to all DMOs. While many | spoke to
agreed with the acronym, there were others who felt that for the majority of DMOs the ‘M’ stands
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first and foremost for ‘marketing’, with only a limited number of English organisations fulfilling a
‘Management’ role. Many complained to me that there are not actually an “estimated 150 Destination
Management Organisations in England”, as the Terms of Reference put forward as fact, but rather 150
calling themselves that. The range and variation, combined with the challenge of clearly defining what
‘DMO’ stands for, created a need for robust and reliable quantitative DMO data to make sense of it all.
The quantitative survey of English DMOs — sent to 178 organisations in total — is to my knowledge the
first of its kind.™ | received 98 responses to the survey, which is a strong sample size allowing for firm
conclusions to be drawn.

Findings from the DMO survey - structure and activities

Variation is a key theme when looking at DMO structures

26.

The density of DMOs within regions is not consistent across the country. The greatest density of
DMOs lies within the South West, with 28% of DMOs responding to the survey listed there. The South
East also accounts for a high proportion of DMOs (23%). This broadly tallies with a mapping exercise

| conducted of the 178 DMOs to whom the survey was sent, which shows at least 46 DMOs in the
South East region alone, with many examples of geographical overlap and a picture that is overall quite
confusing (just look at the figure below). Other English regions see less fragmentation, for example the
North East sees the lowest proportion of DMO coverage across regions excluding London

Figure 1: DMO locations in the South East of England (darker shades equal more overlap)
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31t also became apparent that 150 DMOs was a best guess only. It did not, for example, include many Business Improvement
Districts which share some DMO characteristics. We still do not know the true number of DMOs in England.
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27.

28.

29.

30.

31.

32.

33.

The most common DMO footprint is a county (29% of respondents said they cover a county and

7% said they covered two or more counties) — perhaps understandable given most counties are fairly
recognisable destinations. 12% of DMOs represent a major city area and 10% cover a region. 16% of
DMOs stated that they cover ‘other’ areas, often a combination of area types (for example, ‘National
Park, District and Coastal Areas’ or ‘a large city and a coastal area’. Other standalone answers included a
Unitary Authority area; a district with four market towns; and a Local Authority District.

The most common legal incorporation for DMOs is as a limited company (39%), though the
proportion that operate as Local Authority tourism service departments is only slightly lower at 35%.
Around one in ten DMOs follow the community interest company model. Again, the ‘other’ answers
show a broad range of potential models for DMOs, including co-operative, not-for-profit limited
company, and public/private sector partnership model. This variation is perhaps not surprising given the
‘organic’ way in which the current DMO landscape has emerged.

In terms of funding, just over half of DMOs follow a mixed commercial membership / public
sector income model. Just 20% of DMOs operate on a purely commercial basis, and 15% are solely
funded by the public sector. Public sector here could mean either local or national Government, but
there is no core funding available from the national Government, only ad-hoc project funding. Some
DMOs describe themselves as a Business Improvement District and | did hear during the review that this
model can be favoured due to the longer-term certainty it provides (BIDs follow a five-year cycle), and
the scope for commercial engagement beyond strictly tourism businesses.

The majority of DMOs (56%) started operating in the last decade, with a median lifespan of

10 years. This correlates with the demise of the Regional Development Agencies under the Coalition
Government (which | cover in more detail below). However, a sizable minority of DMOs — 20% — have
been operating for 20 years or longer. While almost two thirds of DMOs have consistently followed the
same operating model over their lifespan, a third have previously followed different models, including a
greater reliance solely on public sector income, and more complex membership models. Over time there
has been a marked trend towards developing commercial partnerships as sources of income.

Staffing trends show most DMOs are small — with four as the median average for the number of
employees at a DMO. The majority of DMOs have five or fewer staff (62%), a further 17% employ
between six and 10 people, 12% of DMOs employ 11-20 staff members, and one in ten DMOs
currently have more than twenty members of staff.

The vast majority (76%) of DMOs have commercial members, with a similar proportion using

a tiered membership scheme, seeing members opting in at various price points/tiers. Based

on the survey results it is fair to assume that around 50,000 tourism businesses across England are
members of a DMO. Membership schemes can be quite varied, with some DMOs having only two tiers
of membership, with others up to five. Some DMOs offer basic, free membership options, whilst others
offer one flat fee with bespoke “bolt-ons” available. DMOs have 200 commercial members on average,
though a quarter of DMOs surveyed have more than 500, and 9% more than 1000 members. A pattern
begins to emerge from the data here, with a small number of fairly large DMOs (which tend to be the
ones operating for a longer period of time) and a large number of small or micro organisations.

More than three quarters of DMOs (77%) do have a governance structure of some kind in

place, such as a formal board. The majority have a 75:25 split in terms of private and public sector
representation, though a small number aim for a broadly equal split. Board members can come from
across the DMO's regional visitor economy, encompassing Local Authorities, County Councils, LEPs,
charities, universities, and tourism interest groups across sectors such as cruise, aviation, hotels,
hospitality, attractions and Destination Management Companies. DMOs operating as limited companies,
or community interest companies, were more likely to have a governance structure in place, while
almost half of Local Authority tourism service department DMOs do not currently have a formal
governance structure.
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Figure 2: For how long has the DMO been operating, to the nearest year?
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Figure 3: How many commercial members does the DMO currently have?
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A wide range of activities are undertaken by DMOs - both within and beyond their areas

34.

DMOs undertake a broad range of work — 7 out of 10 DMOs carry out at least 9 different types
of activity as part of their role. | got a sense during the review that the wide range of activities

a DMO is engaged in can sometimes be overlooked by important local decision-making bodies like

the Local Authority or Local Enterprise Partnership. Whilst domestic marketing is the most prevalent
activity, common across 91% of DMOs, visitor information provision (88%) and business support (87%)
are also near-universal. 86% of DMOs also say they advocate for the sector with local and national
Government, and develop destination plans and strategies for their area, though the survey did not
provide any data on how effective or detailed these plans are. The figure on the following page sets out
the wide range of activities that DMOs say they carry out.
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Figure 4: Which of the following does the DMO carry out as part of its role (since 2018)?
Select all that apply.
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The importance of DMOs as communication channels is demonstrated by the prevalence with
which they share information with local and national Government (83% said they do this), and
carry out research (81%), while the high proportion that play a role in advising on and developing
tourism ‘product’ (85%) shows their sector expertise. Despite the near-universal prevalence of domestic
marketing (and a majority of DMOs — 66% — also carry out international marketing), it would be wrong,
based on these findings, to characterise DMOs as solely marketing organisations, even if for some this
may be the most visible of their activities. Once again, however, it is important to remember that the
data does not show the degree to which DMOs carry out each role, or how effective they are at doing
it. Just because a DMO says it ‘carries out research’ or ‘represents the national Government' it does

not mean the research is in any way robust or that the DMO is an effective advocate. Performance is a
theme that | turn to in the second Chapter.

Of those DMOs that do carry out marketing and promotion, the majority (60%) stated that
they measure campaign returns on investment, with fully commercial and mixed private/public
sector partnership DMOs more likely to do so than those based in a Local Authority tourism services
department. Reported returns ranged from £3.30 generated from every £1 spent, to £75. Other DMOs
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use alternative metrics to evaluate impact, including ‘Click Through Rate’ on their website, social media
engagement, hotel occupancy, newsletter signups, partners engaged, inward investment leads generated
and visitor spend/footfall, suggesting that most DMO marketing activity is tied to some quantifiable

performance measure although it can be hard here to isolate the DMO's value add or the final outcome.

| found that lower proportions of DMOs carry out activities which could be revenue-raising — for
example, providing training (carried out by 53% of DMOs), consultancy (42% of DMOs), and taking
direct bookings from consumers from which the DMO might take a cut (41%). Similarly, a minority

of DMOs carry out events work: around a third bid for and host business events (35%), and 22% run
public events such as Christmas markets. Around three in ten DMOs run a Tourist Information Centre
(TIC) for their destination (29%) though qualitative evidence suggests that a number of these DMOs
faced a sudden drop in expected income when Coronavirus restrictions meant these sites had to close.
Unfortunately, | was not able to get a sense from the data of the amounts raised by these activities.

The lack of consistency in DMO roles is illustrated by the broad spread of answers garnered

by the ‘other’ activity option, which around a fifth of DMOs provided a response for. Answers
ranged from networking and sharing best practice, offering wider marketing services for the LEP and
Growth Hub (i.e. not just tourism marketing), representing the visitor economy as part of coastal energy
development projects, advising on business planning applications, running an accreditation scheme,
promoting inward investment, and handling requests from film location scouts. A number of these have
the potential to be developed as further DMO income streams were more DMOs aware of them and
able to dedicate resources to developing them.

DMOs engage with a wide variety of partners

39.

40.

41.

A significant majority of DMOs said they maintain strong and regular channels of communication
with visitor economy businesses and organisations, as well as with wider local, regional and
national bodies. This is to be expected — many policy levers affecting the overall competitiveness

and sustainability of destinations will be held by other bodies and so a DMO needs to be able to
influence them effectively. At least three quarters of DMOs (75%) speak to 9 or more visitor economy
sub-sectors more than once a month, with almost all DMOs speaking regularly to attractions (96%),
accommodation businesses (95%), heritage venues (93%), cultural organisations (91%) and hospitality
venues like bars and restaurants (90%). Three quarters of DMOs speak to transport providers (75%),
showing how their engagement extends beyond the local tourism ‘offer’ specifically and into broader
(though still relevant) commercial sectors. To be honest, if a DMO was not speaking with the
commercial sector then it would probably not survive for long. This is their bread and butter.

Beyond private business, DMOs also speak regularly to an array of local, regional, and national
bodies: 89% speak to their relevant Local Authorities at least once a month, and a similar proportion
speak to DMOs in the same region (85%), as well as to the British Tourist Authority (82%) and other
DMOs (71%). | was frequently told that inter-DMO engagement has increased as a result of the
pandemic. The majority of DMOs also speak regularly to tourism membership associations (61%), with
half engaging with the Tourism Alliance (50%). Just under half of DMOs engage regularly with national
Government representatives, such as civil servants in the Department for Digital, Culture, Media and
Sport (46%). The DMOs that do hold these relationships are more likely to be larger DMOs, legally
incorporated as a limited company, rather than those operating as Local Authority tourism service
departments. The ‘other’ answers were wide ranging, including local energy providers, UNESCO World
Heritage Sites, Conservation Boards, film offices and European tourism networks.

Beyond regular engagement, the survey provides some evidence of formal partnership working
by DMOs with specific bodies, including Local Enterprise Partnerships and Business Improvement
Districts (18% of DMOs say they work in partnership with each of these, respectively). The Local
Enterprise Partnership figure is interesting, as it is far lower than the % provided for ‘regular
engagement’, which 64% said they do. This suggests to me that a lot of engagement may not be
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yielding fruitful outcomes. Over half of DMOs (57%) work in partnership with ‘other’ bodies, and the
descriptions provided under ‘other’ demonstrate represent a wide range of organisations both within
and beyond the visitor economy. These include other DMOs, Combined Authorities, Universities,
Councils (parish, county and borough), Forestry England, regional National Landscapes, and Chambers of
Commerce — a breadth that illustrates just how many actors there are with the potential to impact the
fortunes of a destination.

Findings from the DMO survey - Funding

Most DMOs rely on a combination of public and private sector income, though funding sources
and levels vary significantly

42.

43.

44,

| asked DMOs how much income they received in 2020-21. Across all DMOs, the median income
expected was £196,000, but there was a significant range, with 40% expecting to receive over £250,000
and 8% over £1m. The mean average income was £410,000, and is skewed upwards by a small number
of larger DMOs. This is shown on the graph on the following page, and again repeats the pattern
outlined above of a small number of large DMOs and a large number of small ones. The median income
from commercial sources was £50,000 (mean average £130,000) and the median income from public
sources was £127,000 (mean average £280,000) — though 2020-21 was the first year where income
from public sources was higher on average than from commercial sources. Types of commercial income
include membership payments, commercial partners, product sales and consumer bookings.

Local Authorities were the most common source of income from public sources — though Local
Authority support comes in different guises. Some DMOs receive it as part of a multi-year contract,
others as an annual fee, similar to a membership fee. For around half of DMOs in receipt of Local
Authority funding, it was tied to a Service Delivery Agreement which held them to outcomes, such as
increased visitor numbers, increased spend and increased employment resulting from tourism activities.

Figure 5: What is the DMO'’s estimated income from all sources for the financial year 2020-21?
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Other public sector funding streams were an important income source for DMOs in 2020-21,
with a quarter receiving public sector grants (25%), and 12% getting funding from their Local Enterprise
Partnership. Examples detailed by DMOs included VisitEngland's Resilience Grants — a specific scheme
set up to address declines in commercial income revenues — the Kickstart Tourism scheme and the
European Regional Development Fund.
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Many DMOs have a lot of experience issuing grants on behalf of the Government. Over the past
three years, two in three DMOs (67%) have bid for Government funding, and the median average of
Government funding administered by DMOs over this period is £500,000 per DMO. This is a significant
number, especially in the context of the Terms of Reference which come at DMOs from the perspective
of ‘what can/do they deliver on behalf of Government’. Over a third (38%) of DMOs estimated that
they had administered more than £1m in Government grants since 2018.

Figure 6: Which national Government funding has the DMO had a role in bidding for/
administering over the last three years?
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Government grant funds designed for DMOs specifically were the most commonly cited — 73%
having bid for or administered the Discover England Fund', 68% for various VisitEngland emergency
DMO funding streams™ — but wider funding was again prevalent, including European Regional
Development Fund money (30%), Arts Council funding (27%), National Lottery Heritage Fund'® (18%),
and the Coastal Communities Fund/Coastal Revival Fund (14%)."” This suggests DMOs can be an
important means of directing funding to wider sectors with visitor economy interests, such as culture
and heritage, and can also play a role in administering funding for regeneration projects.

A £45m fund running between 2016 and 2020. The fund aimed to develop world-class English tourism products and
itineraries for international audiences.

>In 2020, VisitEngland reallocated £2.3m to support commercial DMOs whose membership income had fallen significantly
due to the Pandemic, via the DMO Emergency Financial Assistance Fund, in May 2020, and two rounds of the DMO
Resilience Scheme, in September and November 2020.

"6 https://www.heritagefund.org.uk/

" The Coastal Revival Fund focuses on regeneration of at risk coastal heritage such as piers, lidos and promenades. The Coastal
Communities Fund focuses on the creation of sustainable economic growth and jobs.
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The pandemic resulted in significant falls in commercial funding

47.

48.

49.

Seven in ten DMOs stated that their income had fallen between 2019-20 and 2020-21 (69%),
with income levels remaining level for just over a tenth of DMOs (13%) and actually increasing for
14%. Sub-analysis suggests that the DMOs whose income levels remained level or indeed increased
were more likely to be Local Authority tourism service departments. Of those DMOs that had lost
income year-on-year, three quarters had seen their commercial income fall (74%), while 23% had lost
both commercial and public sector income. If we look at sources of commercial income — 79% of DMOs
had received income from membership payments in 2019-20, falling to 66% in 2020-21, and 40%

had raised revenue through consumer bookings, down to 31% in 2020-21. The same is true for Local
Authority funding for DMOs: in 2019-20, 70% of DMOs received Local Authority funding, falling to
38% in 2020-21.

Table 1 digs into this further, setting out DMO median income levels over time and for the future.
The table suggests that DMOs expect an ongoing shortfall in commercial income, driving a financial
shortfall in the current financial year (2021-22)." As you can see, median income has steadily fallen
since 2017-18, and the balance between the commercial/public sector has moved more towards the
public sector with the onset of the pandemic. Between 2019-20 and 2020-21, the median income for

all DMOs fell by 29%, but commercial revenue fell by 64%. In 2020-21, DMOs also spent more than
income received, which will have eaten into their reserves. An uptick in income is expected for 2021-22,
but the total remains significantly below pre-pandemic levels. It is also worrying to see DMOs forecasting
a decline in income from public sector sources, following a boost in 2020-21. All this has implications for
the crucial question of DMO sustainability and hardly suggests they are on firm foundations.

Table 1: English DMO median financial income - historic and future

Financial Median total Median commercial | Median public sector Median overall
Year income income income expenditure

2021-22 £214k £78k £81k £217k
2020-21 £196k £50k £127k £251k
2019-20 £275k £137k £79k £275k
2018-19 £315k £160k £97k £300k
2017-18 £324k £126k £105k £207k

By comparing DMO income in 2019-20 with DMO expenditure, it is also possible to estimate
profitability pre-pandemic. This suggests that the greatest share of DMOs — 37% — were profit-
making organisations, with a third breaking even (33%), and three in ten operating at a loss (30%).
Breakdowns of the data suggest that the pandemic’s effects hit hardest those DMOs which had
developed strong commercial operating models, but were often highly reliant on membership fees for
income. Indeed, DMO membership data demonstrates the pandemic’s impacts on this important source
of income, with over half of DMOs seeing membership levels fall over the past 18 months (55%).
Analysis of DMO staff levels tells a similar story: around one in three DMOs had lost staff over the past
18 months (32%) with a median average of five staff members lost across all DMOs. However, staff
levels remained constant for 53% of DMOs — perhaps due to the Coronavirus Job Retention Scheme,
which was used by half of all DMOs.

'® Note that due to the use of median as the estimate of central tendency, the commercial and public sector medians do not
sum to the overall median.
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Undoubtedly, the pandemic has hit DMO finances hard, but it is not the only hit they've suffered
in recent times. The next section contextualises the disadvantageous position that DMOs found
themselves in at the start of the pandemic in comparison to both the English system of the past and
the position in comparator countries.

Historical context

51.

The DMO landscape in England and its relationship with central Government has changed
significantly over the last 50 years, but can broadly speaking be characterised as going through
three phases. The onset of COVID-19 could be described as a fourth phase because it has led to a
shift in DMO priorities, changes in funding streams, and greater involvement of central Government/
VisitEngland, but it has not yet reached its conclusion. The first phase began in the 1970s.

Regional Tourist Boards — 1970s to 2002: a standardised regional framework

52.

53.

Eleven Regional Tourist Boards were established in the early 1970s by the English Tourist Board,
soon after its formation through the Development of Tourism Act 1969. These Boards were
companies limited by guarantee with mixed funding sources; roughly 10-20% came from the public
sector with the rest derived from a mix of membership fees paid by tourism businesses and other
commercial activities. Unlike the English Tourist Board they were not statutory entities but being in
receipt of public funding meant they were at least in part accountable to the national government. The
Boards covered large geographical areas and worked with smaller tourist boards. There was nothing like
the current fragmentation we see now.

The amount of core funding provided by the English Tourist Board to the Regional Tourist
Boards, and the purposes for which it was provided, changed over time. In 1998-9, for example,
the nominal figure of £3.8m was provided to the Boards in order to deliver a range of regional and
national programmes, and was allocated using a set formula.’ In 2002-03, the nominal figure of £5.5m
was provided to the then nine Boards, but funding was allocated based on a system of regional bids to
deliver the government’s tourism strategy.

Regional Development Agencies — 2003 to 2012: responsibility for strategic tourism
development

54.
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In 1999, the government introduced nine Regional Development Agencies. These were non-
departmental public bodies responsible for supporting economic development and investment in
their regions. They had a set of statutory objectives relating to economic development, business
competitiveness and employment, but with no specific mention of tourism.

Between 1999 and 2003, Regional Development Agencies did not receive funding from the
national Government to support tourism, but this changed in 2003. In 2003, the Agencies took

on a strategic responsibility for tourism development at the regional level, with tourism related targets
included in their monitoring frameworks. DCMS contributed £5.5m a year to the Agencies for much of
the 2000s. Between 2003-06 this was ringfenced for passing onto the Regional Tourist Boards (who in
turn could pass it on to local DMOs), but from 2006 this requirement was removed, leading to some
Regional Tourist Boards being subsumed into the Regional Development Agencies, e.g. in the North East
and North West.

Both the Regional Tourist Boards and Regional Development Agencies sat above, and worked
closely with, sub-regional DMOs. They were also engaged with Local Authorities and tourism
businesses. For example, from 2006, the North West Regional Development Agency worked with a
range of sub-regional DMOs including those in Blackpool, Cumbria, Manchester, Liverpool and Chester.

'®See https://publications.parliament.uk/pa/cm199899/cmselect/cmcumeds/506/9060909.htm
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In the South East the Regional Tourist Board (Tourism South East) remained post 2006, delivering for
the South East England Regional Development Agency and working with DMOs including Tourism
Berkshire, Tourism Surrey and the Isle of Wight Tourism Board.

The Regional Development Agencies spent significantly more on tourism and leisure than they
received in funding from DCMS. In 2006-07, for example, the Regional Development Agencies outside
London reported total spending on tourism of £36.8m, with only £3.6m of income coming from DCMS.
Similarly the London Agency received £1.9m from DCMS but spent £23.9m on tourism support. Much
of this expenditure is related to European Union or other grant funding and the Agencies were heavily
involved in investing in tourism infrastructure. For example, the South West Agency invested £17m in
the Eden Project and £12m towards the National Maritime Museum.

Abolition of Regional Development Agencies — 2012 to current: a patchwork quilt

58.
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In 2010, the new coalition Government announced the abolition of the Regional Development
Agencies and their replacement with Local Enterprise Partnerships. A total of 38 Local Enterprise
Partnerships were created in England, all part funded by the national Government but fundamentally
they were business-led partnerships between local authorities and local private sector businesses. A key
argument for their creation was to structure regional economic development bodies around ‘functional
economic areas’ rather than public sector administrative regions. Local Enterprise Partnerships were
tasked broadly with determining local economic priorities, driving economic growth and job creation and
improving infrastructure and skills, but were not required to do this for the visitor economy specifically.

When the Regional Development Agencies were phased out in 2012 and replaced by Local
Enterprise Partnerships, DCMS funding for tourism via them was also withdrawn. Furthermore,

as Local Authority budgets were squeezed, they too withdrew funding for DMOs. DCMS estimates
suggested that between 2009-10 and 2017-18, annual Local Authority spending on tourism fell by 56%
a year, or £127m in real terms.?> Many DMOs, having been able to partly rely on public funding for
many decades, were now expected to fend for themselves.

The Government's rationale for withdrawing public funding was set out in 2011 in a document
entitled ‘Government Tourism Policy’.?" The document recognised the need for ‘strong and independent
local tourism bodies to promote our different destinations effectively’ and noted the existence of some
capable and highly respected DMOs. However the document was critical of national Government funding
for destination marketing (‘unaffordable and unacceptable’) and noted significant variation in DMO
performance (‘the worst are expensive talking shops which achieve very little, or ‘civic pride’ marketing
organisations whose campaigns are better at massaging committee members egos than driv