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Abstract 

Title: Destination Facelift: Unveiling the Dynamic Capabilities that Rejuvenate Madeira Island 

Date of the seminar: 2nd of May 2023 

Course: BUSN39: Degree Project in Global Marketing 

Authors: Ivelina Petkova & Sofia Rosin 

Supervisor: Magnus Nilsson 

Keywords: Destination Rejuvenation, Dynamic Capabilities, Destination Repositioning, 

Destination Diversification, Destination Marketing, Madeira Island 

Research Purpose: The purpose of this research paper is to explore the dynamic capabilities that 

enable destination repositioning and diversification and investigate how they rejuvenate Madeira 

Island as a tourist destination. 

Theoretical perspective: Destination rejuvenation was originally presented as a stage in Butler's 

(1985) Tourism Area Life Cycle Model (TALC), however, it has become an independent focus 

area in research that concerns the repositioning and diversification of tourism destinations. 

Destination capabilities are a theoretical concept that determines a firm's ability to innovate and 

modernize. This concept has received limited attention when investigating tourism destinations.  

The main theories presented in this study formed a three-component theoretical framework. 

Methodology: The study adopted a qualitative research strategy with an abductive research 

approach. In total, eleven semi-structured interviews were conducted through a purposive 

sampling method with governmental, entrepreneurial and non-governmental stakeholders within 

the tourism industry of Madeira Island. The data was analyzed by means of a thematic analysis. 

Findings & Analysis: From the results this study identified two types of capabilities that can be 

adapted when considering the rejuvenation process of tourism destinations, destination 

capabilities and entrepreneurial capabilities. These capabilities enable various local stakeholders 

in Madeira Island to contribute to the rejuvenation of the island. 

Theoretical & Managerial Implications: The theoretical implications of this study emphasized  

the need for fostering collaboration and integration, as well as facilitating adaptation and 

innovation, and cultivating internal expertise. These components have been found to be crucial 

for destinations aiming to reposition and diversify. The managerial implications consist of a 

number of recommendations that underline the significance of preserving local identity, utilizing 

natural resources sustainably, and facilitating governmental support for successful destination 

rejuvenation. 
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1.Introduction 

1.1. Background  

In the North Atlantic Ocean, in a region known as Macaronesia, 978 km south of Portugal, lies 

Madeira Island. Madeira Island has drawn in visitors for many centuries, as a result of its 

impeccable local wine production, breathtaking landscapes and unique biodiversity. As a result 

of its mild subtropical climate, in the 19th century, Madeira Island became particularly known 

for its therapeutic qualities which attracted European nobility (Visit Madeira, 2023). The affluent 

over-50s that were once the centre of the desired tourism segment in the Madeira region was 

attracted by the premise of exclusive 5-star hotels and dazzling scenery (Mullen, 2021). Ever 

since the start of the 21st century, the tourism industry has been subject to significant changes 

that included the introduction of the internet which completely reinvented how destinations 

promote themselves around the world. A number of challenges have also been identified during 

this time, including global warming leading to the threat of natural and man-made disasters (de 

Almeida and Machado, 2019). 

However, this was not the only unforeseen difficulty encountered by the global tourism industry 

and Madeira Island. The COVID-19 pandemic that hit the world in the spring of 2020 caused an 

unprecedented impact on the tourism industry of Madeira Island. Flight cancellations caused by 

worldwide travel restrictions and the fear of falling sick to an unknown illness forced millions of 

Madeira loyal tourists to postpone their vacations (Franco and Mota, 2021). As a destination that 

relied primarily on an older visitor segment, Madeira Island experienced a decline of about 70% 

in the number of overnight stays from 2019 to 2020, due to the impact of the COVID-19 

pandemic (Statista, 2023). Instead of giving in to desperation and helplessness, the local 

authorities initiated action to attract younger tourists that were less scared to travel in contrast to 

older generations who were more cautious (Mullen, 2021). Besides attracting younger and more 

fearless tourists, the autonomous region of Portugal began reinventing itself to attract a stream of 

remote workers, steadily gaining a reputation as a “digital nomads” paradise (Palamountain, 

2021). From creating integrative communities for the digital nomads to incorporating trendy 

food choices and providing unique experiences throughout the island, the change towards 

audience diversification is as clear as ever (Abel, 2022). 

Such a reinvention in destination marketing and offerings is often referred to as ‘destination 

rejuvenation’, signifying the process of regaining the attractiveness of a destination. As a result, 

deep-rooted and old-fashioned management and marketing practices that rely on past successes 

are replaced by innovative strategies and activities to remain competitive and adapt to the market 

dynamics (Faulkner, 2002; Müller, Peters & Blanco, 2010). Such strategies employed by 

destinations in times of decline or crisis are repositioning and diversification. They mark the 

processes of rethinking and re-aligning the image of the destination (Agarwal, 1999) as well as 

expanding the range of experiences offered by the destination (Agarwal, 2002), with the end goal 

of attracting new target audiences and strengthening their market position. 
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1.2. Problematization 

Tourism, like other emerging sectors in modern economies, is a constantly evolving industry 

characterized by its dynamic nature. It is an essential contributor to the global economy, 

providing employment opportunities, fostering cultural exchange, and driving economic growth. 

However, the tourism industry is also highly vulnerable, particularly during times of crises and 

disasters (Ritchie, 2004). The COVID-19 pandemic, which emerged in early 2020, has had a 

profound impact on the global tourism industry, leading to unprecedented challenges and 

disruptions worldwide. The implementation of travel restrictions, quarantine measures, and the 

cancellation of flights have resulted in significant economic losses and uncertainty (World 

Tourism Organization, 2023). 

The COVID-19 pandemic stands as the largest disruption to global tourism since 1950, putting at 

risk the competitiveness and sustainability of tourist destinations (World Tourism Organization, 

2023). The first ten months of the pandemic alone cost the industry $935 billion in revenue 

(Madden, 2021). The effects of the pandemic have been felt across all levels of the tourism 

industry, from individual local firms to entire nations. The consequences have been particularly 

severe for regions heavily reliant on tourism, such as islands, where the sector plays a vital role 

in the local economy (Williams & Baláž, 2014). These regions have faced unprecedented 

uncertainty as tourist arrivals dwindled, leaving them economically fragile and exposed. 

Even prior to the COVID-19 pandemic, island destinations were already grappling with 

significant challenges brought about by changing marketing trends and shifting consumer 

behaviors. The emergence of the internet and the growth of e-tourism had already begun 

reshaping the industry, posing a threat to conventional tourism management approaches, 

particularly in remote island destinations (Mills & Law, 2013). These destinations, which 

traditionally relied on conventional strategies, faced the risk of entering a decline phase in their 

life cycle, experiencing decreased tourist interest and potential economic viability (Aitken, 

Childerhouse & Towill, 2003; Östlin, Sundin & Björkman, 2009). Island destinations, due to 

their unique characteristics and geographical constraints, were especially susceptible to the 

changing dynamics of the tourism market, highlighting the need for innovative approaches to 

remain competitive and sustain their appeal to travellers. 

However, crises have been known to foster creativity and spark innovative responses (Bhaskara 

et al. 2023). Amidst the challenges and uncertainties, some tourism regions have seen the crisis 

as an opportunity for destination rejuvenation – a chance to regain the attractiveness and 

competitiveness of the destination (Agarwal, 2002). Certain island destinations and enterprises 

have successfully rejuvenated and thus, reimagined themselves, embracing resilience and 

adapting to the changing circumstances (Kosmala, 2022). For instance, the Maldives, a popular 

tropical island destination, launched the "Maldives Border Miles" loyalty program during the 

pandemic. The program incentivized visitors with rewards for their repeat visits, encouraging 

them to return and explore more of the islands (Qubein, 2021). Additionally, the Azores, an 

archipelago in the North Atlantic Ocean, focused on promoting sustainable tourism practices 

during the pandemic. The destination encouraged visitors to engage in activities such as whale 

watching, hiking, and exploring volcanic landscapes, while emphasizing the importance of 

environmental conservation and responsible travel (Baixinho et al. 2023). These examples 

demonstrate how the COVID-19 pandemic has presented an occasion for tourism destinations to 
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proactively implement transformation strategies such as repositioning (redefining their position 

in the market and reshaping the destination's image) and diversification (expanding the range of 

products and experiences), in order to attract new target audiences (Agarwal, 2002; Butler, 2022; 

Claver-Cortés et al. 2007; Müller, Peters & Blanco, 2010). 

A similar process of rejuvenation began occurring on Madeira Island during the pandemic. 

Recognizing the need for change, the destination authorities initiated strategies aimed at 

attracting a stream of younger tourists (Mullen, 2021). Thus, Madeira Island sought to move 

away from its traditional reliance on the older visitor segment and embrace a more diversified 

and balanced approach to tourism (Mullen, 2021). By attracting younger tourists, Madeira Island 

aimed to inject new energy into its tourism sector and diversify its visitor base. The autonomous 

region of Portugal recognized the shifting preferences and travel behavior of the younger 

generation, who were more inclined to explore unique experiences, engage in outdoor activities, 

and seek digital connectivity while traveling. These factors influenced Madeira Island's efforts to 

reposition and diversify, creating a more appealing and vibrant destination. 

Furthermore, Madeira Island saw an opportunity to position itself as an attractive destination for 

digital nomads (Palamountain, 2021). With the rise of remote work and the increasing number of 

individuals seeking locations with a high quality of life and favorable working conditions, 

Madeira Island aimed to provide the necessary infrastructure and amenities to cater to this 

emerging market segment. By embracing digital nomadism, Madeira Island sought to attract 

individuals who could combine work and leisure, contributing to the local economy while 

enjoying the island's natural beauty and unique experiences. 

The repositioning and diversification strategies undertaken by Madeira Island during the 

challenging times of the pandemic exemplify its proactive response to the evolving dynamics of 

the tourism industry. These strategies entailed a departure from traditional marketing practices, 

paving the way for innovative approaches to destination management. 

Even though there is enough evidence to claim that Madeira Island is truly rejuvenating, it is still 

to be discovered what are the abilities that enable this transformation. A concept, often used to 

describe the ways organizations adapt, innovate, and respond effectively to market dynamics, is 

that of dynamic capabilities (Zhang, 2014). Especially in the context of crisis management and 

recovery, dynamics capabilities have recently garnered attention in the academic literature of 

tourism (Meñaca-Guerrero et al. 2021; Vereyenne, 2021). Nevertheless, existing research 

predominantly focuses on the context of individual tourism organizations, leaving unexplored 

academic territory concerning the link between dynamic capabilities and the entirety of a tourist 

destination and its various constituent parts. Moreover, there is currently no discernible academic 

link between the destination rejuvenation process and the dynamic capabilities, which presents a 

compelling opportunity for investigating the role of dynamic capabilities as an integral catalyst 

for the rejuvenation of tourism destinations. 

Therefore, the aim of this thesis is to delve into the dynamic capabilities that enable destination 

repositioning and diversification, with a specific focus on the case of Madeira Island as a tourist 

destination. By investigating the dynamic capabilities deployed by Madeira Island and their 

impact on the destination's rejuvenation, this research aims to contribute to the existing literature 

and fill the gap in empirical research within the tourism and destination marketing field. 
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1.3. Research Aim and Research Question 

The aim of this thesis is to explore the dynamic capabilities that enable destination repositioning 

and diversification and investigate how they rejuvenate Madeira Island as a tourist destination. 

As a result, the research question for this study is formulated as: 

What are the dynamic capabilities that enable destination repositioning and diversification and 

how do they rejuvenate Madeira Island as a tourist destination? 

1.4. Intended Contributions 

A previous research by Almeida and Correia (2010) investigated the position of tourism on 

Madeira Island from the perspective of the TALC model. The findings of that research 

concluded that it was too early to see whether or not rejuvenation has started on the island. In a 

way, this research complements the previous study by conducting an analysis now that takes it a 

step further, examining the capabilities that are facilitating the rejuvenation of the island. By 

exploring the phenomenon of destination rejuvenation in Madeira Island, the authors will 

investigate and provide a greater understanding of the capabilities and processes enabling 

repositioning and diversification strategies in the post-pandemic period. Additionally, this 

research will give an insight into how various stakeholders in Madeira Island are contributing to 

this change by providing insights from local entrepreneurs, government officials and non-

governmental organisations. This study will contribute academically to the destination marketing 

literature surrounding dynamic capabilities and aim to customize them to fit the perspective of a 

destination. Finally, the researchers will provide practical recommendations that could function 

as an aid for the stakeholders in the Madeiran tourism industry. 

1.5. Thesis Outline 

This section of the chapter will provide an overview of the overall outline of this paper. The 

research paper consists of six chapters, each divided into sub-chapters.  

The first chapter, the introduction, will provide a detailed problematization of the chosen topic, 

the formulation of the aim and the objectives that need to be achieved to meet the aim of the 

study. Furthermore, this chapter will contain a section that will argue for the contribution of this 

study in its relevant academic sphere. This chapter aims to give the reader background 

information about Madeira Island as a tourist destination and how the topic of rejuvenation 

applies to this particular study. 

The second chapter, the literature review, is an in-depth analysis of the previous academic 

studies that include theories and concepts related to the research question of this paper. Four 

main concepts will be discussed: destination rejuvenation, Butler’s Tourism Area Life Cycle 

(TALC), product transformation strategies and repositioning, destination image and formation of 

the destination image, and the concept of dynamic capabilities. 

The third chapter will outline the theoretical framework that was constructed for this study. The 

purpose of this chapter is to give the reader an up-to-date overview and analysis of the literature 
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on the aforementioned topics that will serve as a starting point for the data collection and as an 

analytical framework. 

The fourth chapter, the methodology, will outline the research design of this study. This chapter 

will argue for the choice of the research design adapted in this study. Some of the classifications 

that will be discussed are the research philosophy, research approach, the chosen qualitative 

method, data collection techniques, sampling, data analysis method and ethical considerations. 

The methodology chapter will also include an overview of the data collection process, guide and 

type. 

In the fifth chapter, the analysis, the primary data collected for the purposes of this study will be 

presented and analyzed in a descriptive manner. This chapter will be supported by the quotes that 

were gathered during the data collection process.  

The sixth chapter, the discussion, will interpret the findings with the goal of answering the 

research question and meeting the aim and objectives that were formulated for the purpose of 

this study.  

Finally, the seventh chapter, the conclusion, will summarize the findings of the paper. 

Additionally, the conclusion will examine the practical implications and the managerial 

recommendations, the limitations of this study and some suggestions for future research in the 

field of destination marketing in relation to the topics of destination rejuvenation and dynamic 

capabilities. 
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2. Literature review 
The literature review chapter will provide an overview of the previous studies surrounding the 

concepts that are relevant to this research. The first section of the chapter will examine the 

literature behind the Tourism Area Life Cycle Model (TALC). Here, the authors will discuss how 

various studies have applied the TALC to their case tests. Additionally, this review will see how 

the model has evolved over time and its benefits and drawbacks. The second section will discuss 

the specific stage of the TALC which is destination rejuvenation. The third section will 

investigate the subject of transformation strategies including the process of repositioning and 

diversification in the tourism destination context. The fourth section will cover the destination 

image theory, which is an essential part of the repositioning process. Finally, the last section will 

delve into the concept of dynamic capabilities, linking it to tourism literature and the process of 

rejuvenation. 

2.1. Tourism Area Life Cycle  

First introduced by Richard Butler in 1980, the ‘Tourism Area Life Cycle Model’ (TALC) is a 

conceptual model that is based on the concept that tourism destinations go through consecutive 

stages of development, each defined by various challenges and opportunities. In more simplified 

words, the model follows the destination from the moment of discovery, following an elevated 

visitor interest that will essentially lead to growth and become a destination of mass tourism with 

the social implications that may or may not occur. Depending on the quality of the resources that 

are available and the foresight of the tourism practitioners, the next stage could either be decline 

or rejuvenation. 

A more detailed explanation behind every stage was formulated by Tooman (1997 p. 2017) for 

each of the six stages of the TALC: 

1. Exploration - “Limited and sporadic visitation by a few adventuresome (allocentric) people. 

There is a high degree of contact with locals and use of their facilities, but with very little 

social and economic impact.” 

2. Involvement - “Increasing visitation induces some locals to offer facilities primarily or 

exclusively for visitors. Contact with locals is still high and many adjust their social patterns 

to accommodate the changing economic conditions. A tourism destination and season 

emerges and advertising is initiated.” 

3. Development - “Outside investment is attracted to the destination as a well-defined tourism 

market emerges. Accessibility is enhanced, advertising becomes more intensive and 

extensive, and local facilities are displaced by more elaborate and up-to-date ones. This 

results in a decline in local participation and control. Artificial attractions supplant original 

ones. Imported labor and auxiliary facilities and services become necessary to support the 

rapidly growing tourism industry.” 

4. Consolidation - “The major portion of the local economy is tied to tourism and dominated 

by major chains and franchises. Visitation levels continue to increase, but at declining rates. 
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Marketing and advertising efforts are further widened to extend the tourism season and 

attract more distant visitors. Older facilities are now second-rate and mostly undesirable.” 

5. Stagnation - “Capacity levels for many relevant factors are reached or exceeded, resulting in 

economic, social and/or environmental problems. A peak number of possible visitations is 

achieved, forcing facility managers to rely on repeat visitations and conventions for 

business. Artificial attractions supersede the natural or cultural ones and the destination is no 

longer considered fashionable. Surplus capacity exists.” 

6. Decline - “Tourists are drawn away by newer destinations; those remaining are mostly 

weekend or day visitors. Tourism facilities become replaced by non-tourism establishments 

as the area disengages from the industry. This results in even less attraction for visitors and 

the remaining facilities become less viable. Local involvement probably increases again as 

the price of facilities drops along with the market decline. The destination either becomes a 

tourism slum or finds itself devoid of tourism activity altogether.” 

During an early review of the model, two other models served as a foundation for TALC, the 

Product Life cycle and models of wildlife populations (Butler, 2006). Since its creation, TALC 

has been proven to be a disputed method for constructing the evolution of a tourist destination 

and predicting the pattern of its life cycle stages (di Benedetto and Bojanic, 1993). Some of the 

more popular applications of the model were towards mature destinations and those in the 

stagnation stage of their life cycle (Lundtorp & Wanhill, 2001). The earliest application of the 

model towards a case study was done by Hovinen (1981) where he used Lancaster County as a 

test case. The findings of that study concluded that Lancaster County pulled away from the 

TALC in the later stages of the life cycle, however, the model was still believed to be useful. A 

study by Lundtorp and Wanhill (2001) presented a mathematical process and formula to 

calculate the ideal tourist volume across each stage of the TALC model. The formula was tested 

on a data series for the Isle of Man in the United Kingdom, as well as for Bornholm Island in 

Denmark. The results of this study showed that the model performs relatively well during 

periods when domestic tourists dominate the market and return year after year. The theoretical 

foundations of the model were more thoroughly considered by Johnston (2001), who focused on 

the ontological and epistemological aspects of the model. He argued that the model is based on a 

simple geographic process. 

Some researchers opted for making alterations or different variations of the TALC model. In the 

study by Toh, Khan and Koh (2001), the authors created an alternative to TALC which they 

called the travel balance approach (TBA). They argued that although both models could equally 

identify that the case test destination Singapore was entering the decline stage, only the TBA 

could show the potential consequences as the TBA model is asserted in theory rather than 

parallel empirical observations. 

Relevant to this study in particular, the study by Almeida and Correia (2010) analyzed the 

attractiveness and competitiveness of Madeira Island from the perspective of the TALC model. 

The study simultaneously demonstrated the validity and contradiction of the model. The main 

conclusion of this study proved that the TALC model fits with the history of Madeira’s tourism 

and that Madeira Island has progressed according to the life cycle stage. Nevertheless, another 

conclusion of this study that was initially confirmed by Tooman (1997), stated that the decline 

stage can be avoided and the life cycle stages are not bound to be followed in that exact order. 
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Furthermore, the study emphasized the fact that Madeira Island managed to retain a positive 

destination image throughout its life cycle as a tourist destination without the guidance of 

research to aid with improvements. 

A more recent study by Kurczek et al. (2018) analyzed Antarctica as a tourist destination by 

taking into account the environmental conditions of Antarctica that decide its allure for tourists 

and its political and legal status. This study used the TALC model as a way to measure the 

tourism development of Antarctica and confirmed the applicability of the model in this particular 

case study.  

It is important to acknowledge that the TALC has been subject to criticism from the early stage 

of its creation. The article ‘Can the Tourist-Area Life Cycle be made operational?’ by Haywood 

(1986) is often cited as the most impactful critical review of the TALC model. The article raised 

the following six issues that should be addressed in the model: unit of analysis; relevant market; 

pattern and stages of the TALC; identification of the area’s shape in the life cycle; determination 

of the unit of measurement and determination of the relevant time unit. 

Agarwal (1994) expressed that the model's biggest issue is that it considered a destination as a 

single factor, rather than a collection of different components (i.e. attractions, hotels etc.). 

Closely related to the aforementioned issue, the study by Hovinen (2002) indicated that contrary 

to the model, different tourism components can be at different stages of their life cycle at the 

same time. A study by Douglas (1997) raised further concerns over the fact that the TALC model 

is allegedly universal, yet it does not take into consideration the difference in resources (social, 

geographical, political and economic) that are available to different destinations.  

Some researchers used the TALC model as a stepping stone to their own proposed work. For 

instance, Weaver (2000) proposed a framework that considered the TALC model as one of the 

possible outcomes in his framework. To demonstrate the continued relevance of the TALC 

model, Butler (2000) revisited his theory. He argued that the reason for the overlooked validity 

of the model is that most studies focused on too much detail. Butler presented the following eight 

elements that lay the foundation for the model (p. 54, Rodríguez, Parra-López & Yanes-Estévez, 

2008): 

1. Dynamism: “one of the most characteristic features of tourism activity.” 

2. Process: “the change in tourism areas is a process of development that could be 

modeled.” 

3. Capacity or limits to growth: “the model is based on the idea that if visitors exceed the 

capacity of the destination, the quality of visitor experience would decline. The difficulty 

in measuring the capacity has attracted many criticisms (Weaver, 2000).” 

4. Triggers: “factors which cause a change in the destination such as innovations.” 

5. Management: “emphasized in terms of its importance for the destination as a whole 

because many destinations are not managed although individual resources and facilities 

often are.”  

6. Long term viewpoint: “it is crucial to avoid decline by looking forward from the 

beginning.” 

7. Spatial components: “the proposition was that as development at a specific destination 

stagnated, there would be a spatial shift of development to a new nearby location and a 

new destination began.” 
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8. Universal applicability: “the model was designed to be applicable to all tourist 

destinations.” 

In summary, the TALC has been proven to be an efficient industry paradigm. However, it has 

been noted that although studies of life cycles continue to deliver valuable historical 

representations of cyclic activity, more analysis needs to focus towards the factors that cause a 

change in cyclic activity. 

2.2. Destination Rejuvenation 

Managing a successful destination is a process that not only requires maintaining the present but 

keeping an outlook for the future to avoid active decline.   

Previous literature defines destination rejuvenation as a step in Butler’s tourism life cycle where 

tourism practitioners make the pivotal decision to plan strategies that will help to regain the 

attractiveness of a destination (Bujosa, Riera & Pons, 2015; Chapman & Speake, 2011; Rebollo 

& Castiñeira, 2010; Xu, Yu & Zhou, 2022).  

When analyzing the previous literature behind the TALC, it was concluded that each stage of the 

tourism area life cycle does not have to come in consecutive order. In fact, according to Xu, Yu 

& Zhou (2022), destinations that have already entered the stagnation or decline stages are more 

difficult to renew. Therefore, it can be highly beneficial for tourism practitioners to commence 

the process of destination rejuvenation regardless of whether stagnation has occurred. Especially 

since each destination creates its own rejuvenation strategy depending on its environment and the 

resources that are available to them (Müller, 2010). For instance, city tourism destinations 

concentrate their marketing efforts through various digital forms such as social media marketing 

and generally with the help of the Internet (Boivin & Tanguay, 2019). 

Past studies came to the consensus that rejuvenation can only be successful if the destinations are 

fully changed and reimagined (Cooper, 1992). Faulkner (2002) stressed that stagnation can be 

avoided if tourism practitioners recognize that the approaches in the past will not work in the 

future. However, this statement is somewhat of a contradiction compared to the study by Xu, Yu 

& Zhou (2022) p. 3, where the authors affirmed that “rejuvenation strategies need to take 

complete account of the needs and preferences of the dominant market”. Consequently, it is 

impossible to completely reinvent the destination and retain the old dominant market 

simultaneously.  

The study by Agarwal (2002) which studied the decline of resorts argued that decline cannot 

always be associated with being the next stage of the life cycle process, but instead, the cause of 

external and internal factors. Rejuvenation is a complex process that is deeply dependent on the 

decisions of tourism management. A barrier that was identified by Faulkner (2002) states that the 

deep-rooted long-standing management practices that date their origins to past success, yet have 

no ability to adapt to the ever-changing environment. Everything from the comfort zone, egos 

and skills of the key decisions maker at a tourist destination can influence the outcome of a 

rejuvenation strategy. 

Destinations are frequently seen as brands, therefore brand rejuvenation strategies and numerous 

product management strategies can be implemented when rejuvenating a destination (Kotler, 



 

 17 

1991). Brand revitalization or rejuvenation theory is highly relevant in destination marketing 

brands. Rejuvenation strategies of organizations can be transferred to tourism destinations as 

they are built on the same foundations, including segments, consumer value and external 

environmental factors (Lee et al. 2021; Xu, Yu & Zhou, 2022). When discussing revitalization, 

Kapferer (2012) emphasizes that this process is based on reviving and updating an overall offer 

of the brand whilst holding true to the brand identity. In his book, Kapferer uses the term 

‘revival’ and defines it as a means to attract a new market. The brand (destination) must be able 

to find a new way to differentiate itself amongst a new segment of the market, through new 

distribution means and maybe even for different applications. Kapferer (2012) p. 397-399 

mentions five different means through which a brand can rejuvenate: new segmentation, 

innovations, contact with new opinion leaders, distribution change, and new uses. 

Various case studies have been aimed at the rejuvenation of tourist destinations worldwide (Hall, 

2003; Müller, 2010; Rahman, Halim & Zakariya, 2018; Xu, Yu & Zhou, 2022). Rejuvenation 

strategies through urban placemaking in Johor Bahru, Malaysia were discussed in the study 

conducted by Rahman, Halim and Zakariya (2018). The paper by Hall (2009) studied the 

rejuvenation of the destination image of South-eastern Europe. Amongst a few topics, this study 

emphasised the diversification of coastal destinations and the role of tourism in times of conflict 

and newly independent states.  

The study by Xu, Yu & Zhou (2022) explored whether mass tourism destinations in China are in 

their decline or rejuvenation stage. This study attempted to extend the TALC model by depicting 

it by efficiency and by adding to the post-stagnation phase three other stages: fluctuating decline, 

fluctuating rise and persistent decline. The results of this study showed that all destinations show 

clear signs of decline and rejuvenation, nonetheless, each destination differed in efficiency levels 

and change trends. The results from the study by Müller (2010) contributed towards the 

understanding of rejuvenation strategies in mature Alpine destinations. The author draws upon 

the theory that views destinations as brands and suggests practical examples relevant to the 

Alpine region where rejuvenation can occur by adding new implementations without the loss of 

the original brand offer. The results that are relevant to the rejuvenation theory concluded that 

the approach towards rejuvenation in the case study region was reactive and lacked overall 

strategic planning and innovation to tackle early challenges. In total contrast to Madeira Island 

where the initiative to rejuvenate commenced before the obviously visible decline could start. 

Naturally, some destinations do not have the capacity nor the financial resources to attract mass 

tourism (Claver-Cortés et al. 2007). Furthermore, innovative technologies might be irrelevant to 

the destination image. Therefore, it is vital for tourism practitioners to determine the capacity of 

the destination for development and the consequences that may arise when attempting to 

rejuvenate the destination (Haywood, 1986). 

2.3. Destination Transformation Strategies 

Müller, Peters and Blanco (2010) propose that in order to sustain the competitiveness of a 

destination, it is necessary to implement new strategies and processes aimed at ensuring the 

provision of quality services. Faulkner (2002), on the other hand, recognizes the importance of 

competitiveness as the foundation of developing strategies for both individual local organizations 

and a destination. Porter (1990) expresses the view that establishing and maintaining competitive 
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advantage occurs through a process that is highly localized. This process is valid not only for 

nations but also for tourist destinations. Findings by Müller, Peters and Blanco (2010) further 

indicate that analyzing the competitive environment is a crucial activity aimed at prolonging the 

life cycle of the destination. 

Especially in the service industries such as tourism, transformation is a common practice that 

focuses on modifying the product rather than altering its production process in order to create a 

competitive advantage (Agarwal, 2002). For instance, core products are identified and sustained 

while new developments are considered and implemented. Within tourism, academic literature 

identifies several transformation strategies such as, amongst others, repositioning (Agarwal, 

2002; Curtis, 1997) and diversification (Agarwal, 2002; Morgan, 1991).  

For example, Curtis (1997) conducted a study on destination repositioning, which examined the 

process of realigning and enhancing the image of Mediterranean resorts like Benidorm, Magaluf, 

and Palma Nova. The aim was to shift the focus away from mass market low-spending tourists 

and towards attracting high-spending special interest visitors.Similarly, Agarwal's study (1997) 

explored destination diversification in the context of Torbay. The research investigated the 

strategies implemented by Torbay to attract new markets, including business and conference 

tourism, as well as domestic short breaks. The study aimed to understand how diversifying the 

destination's offerings helped in expanding its visitor base and increasing tourism revenue. 

In relation to increasing the destination demand through rejuvenation, Solomon (2015) also puts 

emphasis on repositioning and diversification. In the following sub-sections, the two destination 

transformation strategies are considered - repositioning and diversification. 

2.3.1. Destination Repositioning 

Market positioning is a marketing strategy that involves defining how a product or brand is 

perceived by consumers in relation to its competitors (Chacko & Marcell, 2008; Kotler, Bowen, 

& Makens, 2005). In academic literature, the term positioning is often explained as the process 

of creating specific images about the brand or product that are stored in the minds of the 

consumers (Pike & Ryan, 2004). Fill (1999) propounds that a customer-centric perspective is 

critical for successful positioning.  

Accordingly, in the context of tourism and destination marketing, destination positioning entails 

developing a unique and compelling image of a destination in the minds of potential visitors. The 

term “destination position” was first introduced by Both, Crompton and Kim (1999), who 

suggested that destination managers should focus on recognizing the important attributes that 

visitors have in mind in regard to the destination and strengthening them. According to Pike and 

Ryan (2004), the aim is to strengthen favorable images that the target audience already has, 

rectify unfavorable ones, or establish an entirely new image. The theoretical concept of 

‘destination’ image is further explained in the next section of the chapter. 

There is no debate among researchers that a successful positioning strategy can provide an 

organization with a competitive edge (Hooley et al. 2001; Porter, 1980). As many destinations 

share similar characteristics, the danger of them becoming interchangeable commodities is 

substantial. In this sense, Gilbert (1990) argues that in order for destinations to stay competitive, 

they must develop effective positioning strategies. According to Crompton, Fakeye and Lue 
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(1992), the essential aspect of effective positioning is to align the benefits provided by a 

destination with the requirements of the target market. Chacko (2008) distinguishes between six 

positioning strategies - positioning by product attributes, price, competition, product class, 

application or target audience. 

When the decline of a destination occurs, it is important to implement countermeasures for 

mitigating the negative effects, one of them being the repositioning of the destination within the 

broader market (Agarwal, 2002). Repositioning accounts for rethinking and re-aligning the 

destination image (Agarwal, 1999) as well as strengthening its position in the market (Claver-

Cortés et al. 2007). A study by Agarwal (2002), exemplifies such strategies, for example, by 

broadening the scope of existing marketing activities and targeting new, more niche and specific 

target groups and redirecting the destination image accordingly. 

2.3.2. Destination Diversification 

Diversification involves the expansion of a destination's range of products (Agarwal, 2002; 

Müller, Peters & Blanco, 2010). The process of diversification entails the exploration and 

development of natural, cultural, and built resources that have not been previously exploited, in 

order to attract new target audiences (Agarwal, 2002; Claver-Cortés et al. 2007).  

Diversification can take many forms, such as capturing niche markets like walking, cycling, 

golfing, and yachting as illustrated in the research conducted by Curtis (1997), or attracting new 

markets such as business and conference tourism or domestic short breaks (Knowles & Curtis, 

1999). Pechlaner (1999), on the other hand, differentiates between four product diversification 

strategies tourist destinations pursue: 1) market penetration with existing products or 

modifications of the existing products; 2) market expansion with existing products; 3) market 

penetration with new products; 4) market diversification with new products into extended 

markets.  

Consequently, destinations continuously enhance their existing products to adjust to changes in 

demand. Even though diversification is deemed to be an effective product transformation 

approach, implementing it in tourist destinations that lack the qualities to attract mass tourism 

can pose a challenge. One pitfall that needs to be considered is the substantial costs involved in 

this process (Wilkinson, 1987). Additionally, according to Carson (2014), investing heavily is 

not always a feasible solution for smaller and remote locations. 

2.4. Destination Image  

The tourism industry has seen unprecedented growth and change in the last 30 years. Modern 

tourists are presented with more choices than ever, as the result of the invention of technological 

advances that have completely reinvented the way in which people view tourist destinations 

(Kislali, Kavaratzis & Saren, 2015). This phenomenon presents a challenge for destination 

marketing organizations to not only successfully differentiate a destination, but to do so in a 

manner that will create favourable associations in the minds of consumers (Echtner & Ritchie, 

1993). The concept of the destination image dates back to 1975 when John D. Hunt published the 

influential article “Image as a factor in tourism development”. Over the years, this article 
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inspired numerous studies surrounding destination image (Echtner & Ritchie, 1993; Hosany, 

Ekinci & Uysal, 2007; Kim and Chen, 2015; Pike, 2002).  

The definition of the destination image concept has been surrounded by uncertainty in previous 

literature with no agreed-upon clear-cut formulation. Authors seem to refer to each other's 

definitions or sometimes leave the definition out of the paper altogether (Kislali, Kavaratzis and 

Saren, 2016). Nevertheless, in this particular study, the authors refer to the concept of destination 

image as the overall perception or mental picture that people have of a particular destination or 

place (Pearce, 1982).  

In more detail, a destination image is the sum of beliefs, ideas, and impressions that individuals 

hold about a specific location, such as a city, country, or tourist attraction (Baloglu & McCleary, 

1999). This image can be shaped by various tangible and intangible characteristics, both personal 

(social and psychological) and stimulus (media coverage, word-of-mouth recommendations, and 

promotional materials) (Baloglu & McCleary, 1999). 

Both academic scholars and tourism practitioners frequently measure destination image in 

empirical studies as destination image has been proven to play a crucial role in shaping travelers' 

decisions and behavior, influencing their motivations to visit a place, their expectations, and the 

type of activities they engage in during their trip (Dolnicar & Grün, 2012). A positive destination 

image has been proven to attract more visitors and boost the local economy, while a negative 

image can deter potential travellers and harm the tourism industry. Therefore, destination 

marketing organizations and tourism stakeholders often focus on managing and enhancing the 

destination image through strategic branding, communication, and product development 

(Souiden, Ladhari & Chiadmi, 2017). The aforementioned statement was illustrated by a study 

by Clark (2006) that showcased how 4 million dollars were invested to rebrand the Canadian city 

of Toronto. 

Over the course of 48 years, dozens of studies have been conducted on the subject of the 

destination image. According to Souiden et al. (2017), most studies focus on functional and 

psychological determinants of the destination image. Whilst most authors conduct empirical 

studies on the attributes behind destination image formation, some opted to conduct intricate 

literature reviews. For instance, Pike (2002) conducted a review of 142 papers about the 

destination image literature that was published between 1973-2000. Although there have been 

numerous studies of destination images, some subtopics still have yet to be explored. Despite the 

recent, yet rapid technological advancements, not many papers have delved into how technology 

affects destination image and destination image formation (Kislali, Kavaratzis & Saren, 2016). 

The study by Kislali et al. 2016 illustrates that it is critical to investigate the perceived credibility 

of information that is received through the internet and the role of social media on destination 

image. 

2.4.1. Destination Image Formation 

The formation of an image was defined by Reynolds (1965) “as the development of a mental 

construct based upon a few impressions chosen from a flood of information” (p. 38, Echtner & 

Ritchie, 1993). The destination image is formed through various sources such as word of mouth, 

public media and promotional literature. It has been suggested that a destination image can form 
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before a tourist actually visits a destination or has been exposed to any commercial forms of 

information (Kim & Chen, 2016). Various studies have examined the process of destination 

image formation and the key attributes that affect that process (Echter & Ritchie, 1991; Kim & 

Chen 2016; Macionis, 2004).  

A study by Gunn (1988) proposed a model of the seven phases of the travel experience, the 

model encompasses the process by starting from accumulating the mental images before the trip 

to modifying the images after the vacation based on the experiences. Gunn goes on to further 

explain that destination image is further divided into an organic image which is formed from 

sources such as general media, education and word of mouth, and an induced image which is 

formed after the use of commercial sources (e.g. travel guides).  

According to a destination image formation theory established by Baloglu and McCleary (1999), 

a destination image is formed through a complex process that involves both cognitive and 

affective evaluations of the destination. Tourists use cognitive maps to store and organize 

information about the destination, and their perceptions of the destination are influenced by the 

information that they receive. This cognitive map is made up of both factual and subjective 

information, including attributes such as climate, scenery, culture, and safety. Tourists also use 

cognitive evaluations to judge the destination, including factors such as overall appeal, 

uniqueness, and satisfaction. This theory suggests that destination marketers can influence the 

image of the destination by strategically managing the information that tourists receive. This 

includes shaping the destination's identity and messaging and creating positive associations with 

the destination through advertising, social media, and other forms of promotion. 

The study by Reilly (1990) demonstrated a very simplistic method of forming a destination 

image of Montana in the USA by simply asking respondents to describe the destination in their 

own words. After seeking the most common descriptions he drew a holistic, albeit stereotypical 

image of Montana. Gartner (1994) investigated destination image formation and came to the 

conclusion that it embodies three components: cognitive (knowledge and beliefs), affective 

(emotions, feelings and attachments) and conative (behavioural intentions of tourists). Another 

study, by Kim and Chen (2016) proposed five Prime Tourist Destination Schemas. These 

schemas are expected to be altered after visiting the destination, leading to three types of 

conditions: congruity, moderate incongruity, and extreme incongruity. Consequently, the 

destination image post visitation is then changed to either an identical image, a moderately 

transformed image, or a largely transformed image. 

2.5. Dynamic Capabilities 

2.5.1. Resource-based View 

Over the past several centuries, the rise of global markets, technological advancements and 

heightened competition across industries has intensified the need for an established wider 

framework necessary to comprehend the means of accomplishing a competitive advantage. The 

resource-based view was disseminated by Barney (1991) and considers capabilities and 

resources as the root of the competitive advantage of an organization (Wang & Ahmed, 2007). 

Four criteria the resources should exhibit were determined in the resource-based view – valuable, 

rare, imperfectly imitable, and non-substitutable (VRIN) (Barney, 1991). These resources, in 
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turn, would enable or inhibit the potential profitability or the selection of markets to penetrate 

(Wernerfelt, 1989). This view, though widely investigated and popularized, proved to be 

insufficient as it was too static and it overlooked the market dynamism (Kostopoulos, Spanos & 

Prastacos, 2002; Priem & Butler, 2001; Wang & Ahmed, 2007). It also fails to clarify the 

specific mechanisms that facilitate sustainable advantages over time (Teece, Pisano & Shuen, 

1997).  

2.5.2. Dynamic Capability View 

Consequently, the resource-based view was reinforced by the dynamic capabilities view. The 

dynamic capabilities view was first introduced in 1997 by Teece and Pisano (1994). They 

claimed that in a constantly changing business landscape, maintaining a competitive advantage 

depends on the internal processes and routines that allow for the revitalization of a company's 

capabilities. This, in turn, enables the consistent delivery of new and innovative products and 

services to customers. The definition proposed by Zollo and Winter (1999) posits that a dynamic 

capability is a “learned pattern of collective activity through which the organization 

systematically generates and modifies its operational routines in pursuit of improved 

effectiveness”. This definition emphasizes the persistence and structure of these activities in 

response to a series of crises. A step further was taken by Wang and Ahmed (2007), who reckons 

that capabilities are described by an organization’s ability to effectively use its resources, often 

in a synergistic manner, and encompass both specific and implicit factors such as expertise and 

management skills that are integrated within those procedures. Accordingly, capabilities are 

considered to be unique to each firm and are cultivated gradually through a complex interplay 

between the resources. 

Effectively, the notion of dynamic capabilities was created with the intention of aiding 

researchers and practitioners gain an understanding of how to establish and maintain a 

competitive advantage at a company level, and how this can contribute to creating and 

preserving the value of the organization (Teece, 2014). It has been argued that the combination 

of a strong set of dynamic capabilities and a distinctive set of difficult-to-imitate resources serve 

as a solid foundation for continuous competitive advantage. 

Numerous academics (Schilke and Goerzen, 2010; Teece, Pisano & Shuen, 1997) have 

attempted to identify and categorize different forms of dynamic capabilities. The research by 

Wang and Ahmed (2007), has identified three shared components reflective of the dynamic 

capabilities across firms that can be adopted in future research. These include adaptive, 

absorptive and innovative capabilities. 

Adaptive capabilities are defined as higher-level activities that represent the ability of a firm to 

recognize and take advantage of emerging market opportunities. According to Birkinshaw and 

Gibson (2004), adaptive capability pertains to an organization's ability to quickly and effectively 

reorganize and coordinate its resources in response to rapid changes in its environment. 

Absorptive capabilities, on the other hand, pertain to the firm’s ability to recognize, integrate and 

implement valuable external information and knowledge for commercial purposes (Cohen & 

Levinthal, 1990). Companies with higher absorptive capability exhibit a greater capacity to 

assimilate knowledge from external sources, such as partners, and translate it into knowledge 

that is deeply ingrained within the organization (Wang & Ahmed, 2007). The absorptive 

https://d1wqtxts1xzle7.cloudfront.net/70967225/From_organizational_routines_to_dynamic_20211002-31983-1l7coay.pdf?1633160025=&response-content-disposition=inline%3B+filename%3DFrom_organizational_routines_to_dynamic.pdf&Expires=1681675019&Signature=aPOmDcLZQqRnGVDlHpvrY6BTDNgen6hLMSzItvTENRn0DwxSWtZF6tGRiTjdYwqYcm15nu5sTdrgNAYXwJrtwPgR-S2B21mfxiJbQfucYkRrLlbPQDTEw1i66jS1irXR8vMjVVmAr0JqyClZwbIK4MRVE6Yub15eKr09ihhvm9eVxLqBhJS7ZUYT6VnWxIKr9n2b5fxEDXCNFOz4yUhmIdcs6DibQ8vOMCP7s4RsK1WhJ4TdLh6Zcvc06yxUMqbTGC6iFs7ItEDkT3eikN3HyFAZyWbjuPotV-5IL28vXZbd~U6KNxgvrjpILn8i0obVxQ1RtFDoEAYUB8LZJFCQcA__&Key-Pair-Id=APKAJLOHF5GGSLRBV4ZA
https://eds-s-ebscohost-com.ludwig.lub.lu.se/eds/pdfviewer/pdfviewer?vid=4&sid=ca2f9a7b-875c-4c9d-bd1e-650c94a440e4%40redis
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capability is said to be grounded on four fundamental pillars, namely, knowledge acquisition, 

transformation, assimilation, and exploitation (Mirkovski et al. 2015). It also encompasses the 

ability to effectively incorporate new knowledge into practical applications through various 

organizational processes (Cadiz, Sawyer & Griffith, 2009). 

Innovative capabilities refer to a company's capacity to develop new products or explore new 

markets by aligning its strategic direction with operational processes in innovative ways (Wang 

& Ahmed, 2004). Innovative capabilities are considered a multidimensional concept, including 

aspects such as developing new products or services, innovative means of production, 

discovering new markets or establishing new organizational structures (Wang & Ahmed, 2007). 

A study on dynamic capabilities by Danneels (2002) outlines the focus on developing new 

products as means for organizational renewal. Studies reveal that in various industries, in the 

light of external change and crisis, innovative capabilities are a paramount component for 

adapting and surviving among competitors (Wang & Ahmed, 2007). 

Even though the concept of dynamic capabilities has been discussed in strategic management 

and business literature for over two centuries, it has only recently been brought to the attention of 

destination marketing and tourism research, with the emphasis being put mostly on innovation in 

relation to information technology and digitalisation (Deeds, Decarolis & Coombs, 2000; Jiang 

& McCabe, 2021). Especially in light of COVID-19, several empirical studies investigated 

organizational resilience and crisis management (Jiang, Ritchie & Vereyenne, 2019; Jiang, 

Ritchie & Vereyenne, 2021a; Shrestha & Decosta, 2021). For instance, a study from Jiang, 

Ritche and Vereyenne (2021a), examines the factors that facilitate the development of dynamic 

capabilities in tourism organizations in crisis. Another even more recent research conducted by 

Bhaskara et al. (2023) investigates the innovation of a destination in times of crisis in 

destinations that are remote and lacking resources using Lombok, Indonesia as a case.  

There is an existing link in theory between the concepts of dynamic capabilities and 

rejuvenation. Zhang (2014) reckons that organizational rejuvenation and strategic renewal are 

two outcomes that firms can accomplish by employing dynamic capabilities. Moreover, it is 

argued that companies possessing dynamic capabilities efficiently carry out the transformation of 

products, assets and resources. Accordingly, the introduction of new products and services, or 

entry to new markets can create entrepreneurial opportunities for sustained rejuvenation and 

transformation. However, the study by Zhang (2014) focuses on the context of strategic 

entrepreneurship in industrial environments, which creates both an opportunity and a gap to 

explore how these two concepts are connected in a destination marketing context. 

Another contemporary study from Jiang, Ritchie and Vereyenne (2021b) demonstrates the link 

between organizational renewal, or organizational transformation and dynamic capabilities in a 

tourism context. The research establishes a typology of dynamic capabilities to serve tourism 

organizations in times of turbulent change and crisis. The authors argue that in the long term, 

firms need to develop adaptive and innovative dynamic capabilities to seek out new 

opportunities, renew and achieve transformation. They connect innovative dynamic capabilities 

with the process of transformation – a new way of deployment of internal and external resources 

to create a competitive advantage. They also propose employing renewing dynamic capabilities 

by engaging in internal exploration in response to the changing environment. In the context of 

tourism, this means continuously reinventing themselves to maintain a competitive edge over 

time. In the context of brands, on the other hand, Kapferer (2012) distinguishes innovation as one 
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of the ways in which a brand can achieve rejuvenation. As destinations are often recognized as 

brands (Kotler, 1991), and organizational innovation has been argued to be accomplished by 

cultivating dynamic capabilities (Bhaskara et al. 2023; Jiang, Ritchie & Vereyenne, 2021b; 

Wang & Ahmed, 2007) (and more specifically, innovative dynamic capabilities), we can identify 

an overlap between these concepts in a tourism context.  
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3. Theoretical Framework  
This chapter presents a theoretical framework that integrates the concepts of destination 

rejuvenation, repositioning and diversification, and dynamic capabilities to address the research 

question: “What are the dynamic capabilities that enable destination repositioning and 

diversification and how do they rejuvenate Madeira Island as a tourist destination?”. The 

theoretical framework establishes a foundation for understanding the key components and their 

interconnections, providing a conceptual lens through which the research objectives can be 

examined. 

The previous chapter consisted of an extensive literature review which gave an insight into the 

theoretical concepts that this study is built upon. The multifaceted scope of the theories laid the 

foundation for the theoretical framework as seen in Figure 1. The framework consists of three 

main research areas: destination rejuvenation, transformation strategies (repositioning and 

diversification), and dynamic capabilities. Additionally, these areas consist of the relevant sub-

topics that the authors of this study have chosen for further investigation and that will be taken 

into account during the data collection and analysis processes. 

3.1. Destination Rejuvenation 

Destination rejuvenation refers to a stage in the tourism area life cycle (TALC) model, that 

signifies a proactive process of revitalizing a tourism destination to counter stagnation or decline. 

It involves comprehensive changes and strategic interventions to enhance the attractiveness and 

competitiveness of the destination (Agarwal, 2002; Butler, 1980; Faulkner, 2002). In the context 

of Madeira Island, destination rejuvenation becomes essential to adapt to changing market 

demands, overcome challenges, and seize new opportunities. This framework focuses solely on 

the rejuvenation stage of the TALC model proposed by Butler (1980). Although it does not take 

in mind the other stages of the tourism life cycle, most importantly the proposed framework is in 

line with the criticism of the TALC model that argues that a destination can not be considered as 

one single entity, but rather a combination of different factors (Agarwal, 1994).  

3.2. Repositioning and Diversification 

Repositioning and diversification are transformation strategic approaches employed in 

destination rejuvenation (Agarwal, 2002; Curtis, 1997; Morgan, 1991; Solomon, 2015). 

Repositioning involves rethinking and realigning the destination's image, targeting specific 

market segments, and creating a differentiated positioning in the minds of potential tourists 

(Agarwal, 1999; Agarwal, 2002; Claver-Cortés et al. 2007). It requires a thorough analysis of the 

destination's unique attributes, competitive advantages, and market trends to identify new 

positioning opportunities (Botha et al. 1999; Crompton et al. 1992). Diversification, on the other 

hand, entails expanding the range of products and experiences offered by the destination  

(Agarwal, 2002; Müller, Peters & Blanco, 2010). It involves the development of new attractions, 

services, and activities that cater to the evolving preferences and needs of tourists. 

Diversification aims to attract new target audiences, or niche markets, or increase visitor 

expenditure (Curtis, 1997; Knowles & Curtis, 1999). 
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3.3. Dynamic Capabilities 

Dynamic capabilities refer to an organization's ability to effectively and proactively adapt, 

integrate, and reconfigure its resources, knowledge, and activities in response to changing market 

conditions and opportunities (Wang & Ahmed, 2007). Previous literature on dynamic 

capabilities classifies them into three categories – innovative, adaptive and absorptive (Wand & 

Ahmed, 2007). Even though the development of dynamic capabilities in times of crisis has been 

recently brought to the attention of tourism academic literature (Meñaca-Guerrero et al. 2021; 

Vereyenne, 2021), it has been mostly limited to the context of tourism organisations, and it 

doesn’t take into account the other stakeholders and the destination as a whole. Moreover, there 

is an existing link between the concepts of rejuvenation and dynamic capabilities (Jiang, Ritchie 

and Vereyenne, 2021). Yet, the connection has been made on a company level again, and the link 

is still to be investigated in relation to a tourist destination and the rest of its constituent parts. 

3.5. The Interplay of Dynamic Capabilities, Repositioning, and 

Diversification in Rejuvenating Madeira Island 

The proposed theoretical framework emphasizes the interconnectedness of dynamic capabilities, 

repositioning, and diversification in rejuvenating Madeira Island as a tourist destination. The 

theory to be tested is how dynamic capabilities can enable the identification of repositioning 

opportunities, the integration of new knowledge and practices, and the development of 

innovative products and experiences. Repositioning strategies help shape the destination's image, 

differentiate it from competitors, and target specific market segments. Diversification expands 

the destination's offerings, attracting new visitors and prolonging their stay. The framework 

attempts to paint a holistic picture of the rejuvenation process in Madeira’s destination system, 

considering the different parts creating this change in the system as a whole. In order to identify 

the dynamic capabilities and consider how they enable rejuvenation, the authors need to 

investigate the different parts of this model. This, in turn, relates to the aforementioned criticism 

of the TALC model, which served as a starting point for this research.  

In conclusion, the framework proposes the hypothesis that by understanding and leveraging 

dynamic capabilities, Madeira Island and all its constituent parts can effectively execute 

repositioning and diversification strategies, rejuvenating the destination and enhancing its 

competitiveness in the tourism market. The proposed framework is a stepping stone of the 

components that induce the change of the various factors (e.g. destination image) that promote 

destination rejuvenation. 
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                                 Figure 1. The Theoretical framework of components facilitating destination rejuvenation. 
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4. Methodology 
This chapter will provide an overview of the research design and methods chosen for this study. 

It will argue for the case study research approach and the case selection of Madeira Island. 

Moreover, the researchers will discuss the choices behind ontology and epistemology, the data 

collection methods with sampling choices and interview process outline, and the data analysis 

method. Furthermore, this chapter will evaluate the research quality and provide some ethical 

considerations.  

4.1. Research Design 

As previously stated, the aim of this thesis is to explore the dynamic capabilities that enable 

destination repositioning and diversification and investigate how they rejuvenate Madeira Island 

as a tourist destination. 

Consequently, the research question guiding our research is outlined as follows: 

What are the dynamic capabilities that enable destination repositioning and diversification and 

how do they rejuvenate Madeira Island as a tourist destination? 

To answer the research question, a qualitative research design is chosen for the purpose of this 

project. The choice is made on account of the explorative nature of the researched subject as the 

aim is to gain a better understanding of a contemporary social phenomenon, namely, destination 

repositioning and diversification in the rejuvenation process (Rennstam & Wästerfors, 2018) and 

the role of dynamic capabilities in this process. Although some previous research surrounding 

rejuvenation has been of a quantitative nature (Xu, Yu & Zhou, 2022), a qualitative research 

design is chosen as it gives the researchers the opportunity to investigate the capabilities in more 

detail, allowing for more improvisation in the data collection process. 

Regarding the research philosophy of this study, the authors both agree that the ontology, which 

lays the foundation for this thesis, is somewhat leaning towards the critical realist position, while 

the epistemology is interpretivism. Critical realism in the context of ontology recognizes the 

existence of both objective and subjective realities. It acknowledges that social phenomena are 

complex and multi-layered, comprising both observable structures and underlying causal 

mechanisms that are not directly observable (Sayer, 2000).  

In the context of this study, critical realism allows for identifying the broader structures that 

influence destination repositioning and diversification. Moreover, it enables the researchers to 

analyze the causal mechanisms and processes involved in rejuvenating a tourist destination like 

Madeira Island. Interpretivism, on the other hand, emphasizes the importance of understanding 

the subjective meanings and interpretations of individuals within social contexts. It also 

encompasses an interest in unravelling the mechanisms and motives - the hows behind social 

actions, as well as the processes through which events unfold (Bell, Bryman and Harley, 2019). 

Within the context of this research, interpretivism allows the researchers to explore how dynamic 

capabilities are perceived by various stakeholders in relation to the repositioning and 

diversification of Madeira Island. It enables an in-depth understanding of the social dynamics 

that drive and shape these capabilities in order to rejuvenate the destination. 
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By combining critical realism and interpretivism, a multi-dimensional approach to qualitative 

research is adopted. In this way, both objective structures are identified in the repositioning and 

diversification process while recognising and capturing the subjective experiences, perceptions, 

and interactions of individuals involved in this process. This, in turn, provides a comprehensive 

understanding of the dynamic capabilities at play and how they contribute to the destination 

rejuvenation. This choice of research philosophy also helps the authors go beyond surface-level 

observations and delve into the underlying causal relationships and social dynamics, providing a 

deeper insight into the complexities of the research topic. 

Following the research philosophy choice, an intensive research design is deemed appropriate for 

this study. Intensive research design signifies a comprehensive and in-depth approach that aims 

to deeply explore and interpret phenomena under investigation and the causes behind it (Sayer, 

1992). It involves collecting rich and detailed data through various qualitative methods. As an 

intensive research design is suitable for answering “how” and “what” research questions in a 

particular case, and for investigating the connections and causal relationships between social 

phenomena (Sayer, 1992), it is considered especially relevant for this study. 

4.1.1. Case Study 

The chosen research approach for this study is case study research. Case study research involves 

analyzing a single or a small group of organizations, events, or individuals, typically over an 

extended period, in order to gain a comprehensive understanding of a phenomenon within its 

actual context (Easterby-Smith et al. 2021). This method is considered a valuable research 

approach for generating new insights and, according to Eisenhardt (2021), is similar to an 

experiment and offers a deeper comprehension of the topic at hand while minimizing 

subjectivity. Specifically, a single case method was chosen, aligning with the intensive research 

design, with the aim of providing a detailed account of life and behavior within a specific context 

(Easterby-Smith et al. 2021). Additionally, the case study approach enables the researchers to 

examine the meaning of this phenomenon in a new context that has not been researched before 

(Rennstam & Wästerfors, 2018). Acknowledging the case-study classification suggested by 

Stake (1995), this study can be categorized as intrinsic, the main purpose of which is to obtain a 

deeper understanding of the specific details and characteristics of a particular situation, rather 

than using it to gain insights into other cases or to generalize issues. 

Choosing the appropriate research approach has been proven to be a crucial step that not only 

enables the researcher to make informed decisions about the study’s research design but also 

makes the authors consider potential limitations and adapt the research design accordingly 

(Easterby-Smith, 2021). An abductive approach is the most suitable choice for this study as it 

enables the researchers to move back and forth between the theory and data (Saunders, Lewis & 

Thornhill, 2012). The abductive approach is especially appropriate because one goal of this study 

is to construct an analytical framework that will attempt to demonstrate the process of 

rejuvenation of Madeira. 

4.1.2. Case Selection 

Madeira Island was chosen as a case for this research for a number of reasons that validate this 

selection. One of the most important criteria for the researchers was to find a case test destination 
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where the process of rejuvenation is already taking place and has been actively observed by 

credible sources. First, after an extensive investigation of secondary data that consisted of 

various online sources such as news articles, Madeira Island has been subject to an explicit 

rejuvenation process. It would seem that the start of the rejuvenation process of Madeira Island 

was marked by the contact of an opinion leader when the regional government hired the 

businessman (now regional secretary of tourism and culture) Eduardo Jesus to help attract a new 

segment of tourists (Mullen, 2021). Moreover, in 2021, a governmental organization called 

Startup Madeira initiated, with the help of both public and private partners, the program “Digital 

Nomads Madeira”, with the ambition to reposition the Island on the map of digital nomads, 

taking advantage of the growing global trend of remote working (Franco, 2021). 

Madeira has been an attractive and established tourist destination for many years (Oliveira & 

Pereira, 2008). The literature that mentions the rejuvenation of Madeira, gives the impression 

that the regional government is attempting to avoid what is also referred to as ‘decline’ in the 

TALC model. This makes Madeira Island a picture-perfect case test for further exploring the 

process of destination rejuvenation.  

Finally, the recent developments in the tourism industry and the rapid increase in tourist 

numbers, including the opportunities of the post-pandemic recovery period (Butler, 2022) and 

the fact that Madeira is actively taking measures to reinvent itself for a younger tourist segment 

(Mullen, 2021), has facilitated a window of opportunity to further explore this region from an 

academic perspective. 

4.2. Data Collection Method 

This section will outline the plan for the data collection methods. The methods for primary data 

collection involves semi-structured interviews. According to Bell, Bryman and Harley (2019), 

interviews are a common method in single-case research as they allow for an intensive and 

detailed investigation of the case. Semi-structured interviews are chosen for this study because 

this method allows for flexibility during the interview process and the possibility to customize 

the conversation with each interviewee. This is especially relevant since the researchers of the 

study are hoping to conduct interviews with local entrepreneurs from the tourism industry and 

local tourism authorities. The answers from the local tourism authorities will allow the 

researchers to get a professional and official perspective on the implementation of the 

repositioning strategies in the destination of Madeira. On the other hand, the insights of the local 

entrepreneurs will give an insider perspective from the local point of view with people more 

likely to interact with tourists on a daily basis. These interviews will allow the researchers to 

compare whether the opinions and expectations align between both parties. 

4.3. Sampling 

A combination of purposive and snowballing sampling is applied in the degree project. Initially, 

the researchers have located and contacted specific individuals, namely local entrepreneurs from 

the tourism industry in Madeira Island as well as stakeholders who have access to a substantial 

network of such entrepreneurs. Moreover, the authors have located and contacted local 

authorities. Consequently, the researchers have utilized snowball sampling, which has allowed 

them to leverage the professional network of the already selected participants (Saunders, 2007). 
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Thus, the contacts from the purposive sampling have been asked to propose and link the 

researchers with other potential interviewees – local tourism businesses, governmental and non-

governemtnal associations, who meet the sampling criteria. Through this sample, the researchers 

strived to provide accounts of experiences of empirical manifestation of the rejuvenation process. 

The aim of the sample was to include a dual perspective, from the point of view of the 

governmental official tourism authorities, as well as non-governmental companies.  

The complete study population was established using several sampling criteria. Firstly, as 

mentioned previously, the participants had to either be a part of either local businesses, 

governmental associations or  non-governemtnal associations. Moreover, the firms had to either 

be in the tourism industry, or their business activities had to be influenced directly by the tourism 

industry. Demographically, the sample is represented by inhabitants of Madeira Island, and more 

specifically, representing companies doing business in Funchal, the capital city of Madeira. 

Lastly, the selected firms had to operate in the following economic activities within the tourism 

sector: 

 

Food & Beverage Accommodation 

Transportation Governmental organizations 

Tour Agencies NGOs 

Cultural Associations Tour Guides 

Table 3.1 Tourism sector categories chosen for the interviews 

These categories corresponded to the sectors within the tourism and culture industries that the 

researchers believed to be the most relevant and active. Therefore the participants from these 

sectors could potentially provide the most relevant and up-to-date insights about the tourism 

industries. However, some participants that were interviewed are working at companies that 

fulfil the status of multiple categories simultaneously. 

4.4. Interview Questions  

The interview questions used for this study were constructed by taking into account the 

theoretical concepts that are relevant to this study and that were discussed in the literature 

review. As seen in the interview guide in Appendix 1, a total of 15 questions were used during 

interviews. The questions were formulated against three focus areas: repositioning (questions 1 - 

8), diversification (questions 9 - 10) and capabilities (11 - 15). The questions that were focused 

on repositioning, were aimed at gathering detailed information about the past, present and future 

destination image of Madeira. In this focus area, the researchers wanted to confirm whether a 

rejuvenation process is occurring, after which, the questions dived deeper into how this process 

is affecting the current and future tourism market. Question number seven was created to 

examine the role of local entrepreneurs and the local authorities in the repositioning of Madeira 
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Island. The questions in the diversification focus area centered around innovative products and 

services that were or were not implemented in Madeira Island. The final focus area, capabilities, 

included questions about the ways, in which the destination (and the local companies) have been 

preparing internally for this process, the resources that have been utilized or altered, and the 

knowledge and expertise that has been applied during this process.  

To avoid miscommunication and misunderstandings, the authors specifically avoided the use of 

academic jargon and the mention of theoretical concepts (Easterby-Smith et al. 2021). 

4.5. Interview process 

The interview process was quite extraordinary and involved some variations. As the case study is 

about Madeira Island, all of the participants are based in Madeira Island, and predominantly in 

Funchal, the capital of the archipelago. According to Easterby-Smith et al. (2021), meeting face-

to-face is the best method to complete an interview, as it allows for effective and honest 

observation. In order to gather a sufficient number of participants and for the reasons mentioned 

previously, one of the researchers traveled to Madeira Island. However, due to the time 

limitations during the authors' time in Madeira, some interviews were also conducted remotely. 

During the face-to-face and remote interviews, the researchers used the transcribing software 

Otter which made it possible for the researchers to conduct the interviews rotationally. 

The face-to-face interviews were conducted over a two-week period in Funchal, from 24th April 

until the 5th May. The interviews were scheduled according to the availability of the 

respondents. Since all the face-to-face interviewees were based and had offices in Funchal, it was 

relatively easy to arrange a convenient location and time for the interviews. However, a 

limitation was the fact that the researchers were not in control of the interview environment and 

on several occasions, there were unexpected circumstances and disturbances that complicated the 

interview process. For example, during one interview in a tour agency, the interview was 

conducted in the office during work hours, which meant that anyone could come in and interrupt 

the interview. However, all the interviews were completed without major interruptions. 

Furthermore, the interviewing period coincided with one of the biggest festivals in Funchal, the 

Flower Festival, which is also considered to be the most intense time of the year in terms of 

tourism influx.  

Overall, the face-to-face interviews lasted between 35-50 minutes. During the interview process, 

the researcher made sure to provide clarifications whenever the interviewee expressed 

uncertainty or confusion. Moreover, the researcher employed follow-up questions to elicit more 

elaborate and comprehensive responses from the interviewee. During the interviews, consent was 

granted by the interviewees to record the sessions. Later, the transcribing software Otter.ai was 

used, and further alterations and corrections were made manually by the researchers.  

Four out of eleven interviews were conducted remotely through the communications platform 

Zoom. To make the process as easy as possible for the participants, the researchers prioritized 

the schedule of the participant and when the date was determined, a Zoom invitation was sent to 

the participant. When the online interview commenced, the researcher asked for permission to 

record the interview, as it would allow them to return to the interview for a more detailed 

analysis. Following a brief description of the study, the researcher commenced the discussion. 

Throughout the discussion, the researcher made sure to explain the question when the 
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interviewee was uncertain about something and ask follow-up questions to encourage more 

detailed answers. Towards the end of the interview, the researcher made sure to remind the 

participant whether they wanted to strike something off the record, as well as making sure they 

could always contact both of the researchers in case they have any questions. The online 

interview lasted on average 45 minutes.  

One interviewee requested to answer the questions in written form, in contradiction to the belief 

that candidates prefer to participate in interviews rather than complete a questionnaire or provide 

written answers (Saunders, Lewis & Thornhill, 2012). Therefore, the online interviews were 

conducted synchronously (in real-time) and asynchronously (questions were sent to the 

participant ahead of time). A number of risks have been identified in relation to online 

interviews, such as the participant being more likely to drop out of the interview (especially in 

the asynchronous mode) and not being in control of the surrounding environment of the 

interviewee (Bell, Bryman & Harley, 2019). Nevertheless, some scholars believe that online 

interviews (especially asynchronous interviews) tend to produce higher-quality data because the 

participant has more time to think about their answers. When the participant requested to answer 

the questions in written form, the researchers created a Word document with a brief but concise 

description of the study that is being conducted, as well as a structured layout with text boxes 

underneath each question to make the writing process easier for the participants.  

4.6. Data Analysis Method 

Structuring, analyzing and interpreting empirical data is the pivotal stage that partially 

determines the credibility of the empirical results and the value of the proposed research 

hypothesis reflected in the research question. It is widely acknowledged across academic 

literature that there are no clear-cut guidelines to analyze qualitative data (Bell, Bryman & 

Harley, 2019). Qualitative data is rich in essence and the researcher needs to construct a pathway 

to make sense of the data which will contribute to valid findings (Stake, 2010). One of the most 

common data analysis methods across qualitative studies is known as thematic analysis. 

Thematic analysis is defined as the method of analysing data by looking for patterns in its 

meaning to find common themes. One of the main criteria for establishing a pattern is repetition. 

However, repetition alone is not sufficient enough to identify a theme. Relevance is crucial to 

meet the aim of the research (Bell, Bryman & Harley, 2019). To ensure a straightforward start to 

the analysis of the data, the researchers decided to transcribe the interviews using the 

transcribing software Otter. Each interview was saved as a file in combination with the audio 

recording. Following the interview, the transcription was read simultaneously when the audio 

recording was played in order to fix any inconsistencies and errors.  

Although the majority of the analysis is conducted post-interviews, it is important to note that 

some distillation and interpretation of the empirical material occur during the interview process 

itself (Rennstam & Wästerfors, 2018). This approach involved seeking explanations and 

clarifications from the interviewees to address any uncertainties or ambiguities. As a result, 

preliminary ideas and potential codes began to take shape during this interactive phase. 

Following the completion of the interviews, all empirical data was systematically gathered and 

organized to ensure its readiness for analysis. This encompassed the collection and sorting of 

video recordings from the Zoom interviews, online transcriptions, and interview notes into 
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dedicated folders. At this stage, all available data, including recorded material and field notes, 

was thoroughly examined to facilitate the analysis process. This process commenced with 

constructing a table with all interview questions and the relevant quotes for the responses. 

Focused coding, a technique outlined by Rennstam and Wästerfors (2018), was employed to 

provide a framework for organizing larger volumes of data. By reading through the data and 

extracting relevant keywords from each answer, primary codes were identified and applied to the 

entire corpus of empirical material. The next step included summarizing all relevant keywords 

from each response to represent the question. Subsequently, a conceptualization process, as 

outlined by Easterby-Smith et al. (2021), was implemented. This involved delving into the 

underlying meanings and significance of the data, identifying patterns and commonalities across 

the codes, and subsequently comparing and grouping them into two main themes, ‘destination 

capabilities’ and ‘entrepreneurial capabilities’.  

The themes were further broken down into categories. The destination capabilities theme 

consists of three categories and each category was further divided into relevant sub-categories: 

Local identity distinction (diverse nature preserving, preserving local traditions, capitalizing on 

European identity, mass tourism regulation, sustaining of safety, the continuation of hospitality, 

proximity promotion), natural resources utilization (sustainability development, developing 

nature-based activities, emphasizing wellness properties, local agriculture development), and 

governmental facilitation (creating promotional associations, realigning the image, incentivising 

youth initiatives, developing infrastructure, imposing regulations, creating favorable 

entrepreneurial conditions, creating awareness).  

The entrepreneurial capabilities theme was similarly divided into three categories and further 

into sub-categories: collaboration and integration development (communal integration, skills and 

knowledge sharing, developing community hubs, industry-level collaboration, facilitating 

entrepreneurial growth), adaptation and innovation facilitation (adapting the offer, establishing 

new businesses, growing new departments, improving product quality, amending the promotion 

and communication strategy, digitisation of products, following the lead), and r(identifying new 

trends, capitalising on (e)-WOM momentum, utilizing business intelligence, foreseeing potential 

business challenges, embracing outsider perspectives). Each of the categories was constructed by 

coding similarities in the codes which were attached to another level of analysis, sub-categories 

based on similarity coding.  

4.7. Research Quality 

Validity, reliability and generalisability are crucial concepts when evaluating the quality of any 

research. Qualitative studies oftentimes use a set of different criteria in contrast to quantitative 

studies (Bell, Bryman & Harley, 2019). Lincoln and Guba (1985) suggested the concept of 

trustworthiness as a concept to evaluate the quality of a study. The aforementioned authors 

divided trustworthiness into four elements: credibility, transferability, dependability and 

confirmability. This section will make use of the concept proposed by Lincoln and Guba (1985) 

to briefly discuss each concept and discuss it against this study.  

Dependability is a concept that refers to how consistently something can be measured. The 

methods of a study are considered reliable if the same results can be obtained when using the 
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same methods (Miksza et al. 2023). The dependability of this research was achieved by taking 

into account multiple factors. Because this thesis is a case study of an autonomous region, it was 

of the utmost importance for the researchers to gather primary data from locals (both 

entrepreneurs and tourism authorities). Primarily, because the locals have a first-hand view and 

knowledge of the tourism situation in Madeira Island. The official language of Madeira Island is 

Portuguese and neither of the researchers speak the official language. To avoid potential 

miscommunications which can lead to researcher bias, the interview questions were formulated 

taking into account the language differences. The interviews were conducted by the authors 

rotationally, both offline and online. As a result, the follow-up questions are different. 

Nevertheless, the interview questions that were formulated in advance of the interviews, 

provided a strong foundation for any future comparability during the analysis.  

Confirmability refers to objectivity and whether the research has been affected by the values and 

biases of the researcher (Stenfors, Kajamaa & Bennett, 2020). The researchers of this study 

intend to achieve confirmability through a thorough analysis of empirical data. Furthermore, the 

choice to interview both the local entrepreneurs and local authorities will allow for an unbiased 

dual perspective on how the repositioning and diversification strategies are implemented in 

Madeira. Furthermore, gathering opinions from various professions in the tourism industry will 

prevent selection bias. To clarify, gathering insights from various tourism sectors in Madeira will 

allow the researchers to draw conclusions on a larger scale rather than just one tourism sector 

e.g. food and beverage industry.  

The transferability concept refers to whether the results can be generalized to other contexts 

(Stahl & King, 2020). The general consensus with case studies is low transferability due to the 

personalized needs and resources of every destination (Bell, Bryman & Harley, 2019; Miksza et 

al. 2023). Because this case study is uniquely dependent on the period when the country may or 

may not be undergoing rejuvenation, applying the same method to a different tourist destination 

in hopes of the same results might not be possible. Unless said tourist destination is an island 

destination undergoing changes that could be reflected in the TALC. An additional threat to 

transferability is the snowball sampling that is used in this study. Because snowball sampling 

involves targeting specific individuals, the sampling may not be representative of the entire 

population.   

Credibility is a concept that questions the validity of the findings (Stahl and King, 2020). One of 

the techniques implemented in this research to ensure the credibility of the research was 

conducting semi-structured interviews with an interview guide. The interview guide made it 

possible for the researchers to gather all necessary data in a structured way, whilst the semi-

structured nature of the interview allowed them to freely ask follow-up questions and give the 

responders more freedom to discuss the thing they deemed could be relevant. Because the case 

study surrounds Madeira Island, the researchers deemed it to be the most suitable to only 

interview Madeiran locals and those who are actively involved in the tourism industry. As the 

research aimed to consider rejuvenation from both an entrepreneurial perspective and the 

governmental perspective, the researchers made sure to interview governmental organizations 

and a representative for the tourism industry from the government of Madeira. Furthermore, the 

respondents were consciously selected from different sectors of the tourism industry to take into 

account as many perspectives as possible and form unbiased findings.  
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4.8. Ethical considerations 

A number of principles have been outlined to ensure that the degree project will be conducted in 

an ethical manner. Most often, the principles of ethical research are derived from the four 

problem areas constructed by Diener and Crandall (1978). The following problem areas have 

been identified: any harm to participants, lack of informed consent, invasion of privacy and 

deception. Harm to participants can be interpreted in numerous ways, whether it is physical, 

harmful to someone's career or stress-inducing. Because of the nature of the data collection 

method and the interviews that are conducted, the researchers ensure complete anonymity and 

confidentiality upon request of the participants (Bhandari, 2021). Furthermore, the researchers 

provide the interview participants with the knowledge of the purpose, and benefits behind the 

study. The participants' names or personal or sensitive information are not to be disclosed in the 

final study and will be handled with the utmost care during the research and interview processes. 

Only the two researchers of this study will have access to data of sensitive nature.  

For the duration of this study, the data collected during this research will be handled 

transparently, lawfully and fairly. Most importantly, the data will not be misinterpreted and 

researcher bias will be avoided. Moreover, the researchers make sure to explain the voluntary 

nature of the research when requesting an interview opportunity with participants. During the 

interview process, the researchers make sure to be honest, ensure the comfort of the participants 

and ensure clarity during the entire process. Furthermore, the secondary data used in this study 

will be processed per academic honesty and adherence to the plagiarism fabrication and 

falsification code of conduct of Lund University.  
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5. Findings and Analysis 
This chapter will present the empirical data that was collected by conducting eleven semi-

structured interviews with relevant stakeholders from the Madeiran tourism industry. The 

empirical findings and the analysis will be supported by quotes of the respondents, the list of 

which can be observed in Appendix 2.  

5.1 Case Description 

Madeira Island is a small volcanic island (with a surface area of 741 km²) located in the Atlantic 

Ocean, 900 km from mainland Portugal. It is widely known for its rich biodiversity and diverse 

landscapes (Shurvell, 2019). The Laurissilva forest is one of the many renowned locations on the 

island, dating back to approximately 20 million years ago and has been declared a UNESCO 

World Heritage Site (UNESCO, 2023). The climate of Madeira has been one of the key factors 

that distinguishes it from its island destination competitors such as Mallorca and Malta. It’s a 

comfortable subtropical climate with temperatures ranging between 18.9°C to 26.2°C (Met 

Office, 2023).  

The capital Funchal (with a municipality area of 76.15 km²) is the largest center for tourism, 

culture and commerce in Madeira and is also home to an international port which from the early 

days of its foundation (in the 19th century) served as a pitstop for steamers on transatlantic 

journeys (Visit Madeira, 2023). The region has a loyal tourist segment and over the years 

numerous studies have been conducted with Madeira at the center, including such that discuss 

Butler’s Tourism Area life cycle Model (Almeida & Correia, 2010). The tourism industry in 

Madeira is the backbone of the region’s economy and is therefore a lucrative subject to explore. 

In 2022, it was reported that Madeira received 15.3 million tourist arrivals that year (López, 

2023), which is over double the amount compared to the previous year. Moreover, the 

foundation of the pilot project Digital Nomads Madeira Island by the Regional Government of 

Madeira through Startup Madeira (a European Business Network certified incubator), facilitated 

the increase of young professionals by developing products and services that are best suited for 

the needs of the nomads. The increase digital nomads in Madeira naturally means an increase in 

the younger segment of tourists, making Madeira Island an excellent case test that will delve into 

the phenomenon of rejuvenation. 

5.2 Destination Capabilities 

Destination capabilities are a theme that was identified from the capabilities of Madeira Island as 

a destination. These capabilities include various region-specific actions that are related to 

preserving, developing, and promoting Madeira Island within various sub-sectors of the tourism 

industry. 

5.2.1 Local identity distinction 

Local identity distinction is a capability associated with retaining the properties of Madeira 

Island that make it a unique destination according to the respondents. The first sub-category in 

this section is ‘diverse nature preserving’. According to seven out of eleven respondents, 
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Madeira Island has a unique and diverse nature. Respondents mentioned more specific nature-

related qualities such as ‘geographical diversity’ and ‘breathtaking landscapes’. Respondent 5 

who is working as a governmental representative for the tourism industry in Madeira Island 

articulated that the main attraction of the island is nature-specific activities: 

“In Madeira, the highlight is the multiplicity of experiences it offers, where one of the main 

attractions are the levada walks and trails, with around 3,000 kilometers to follow and explore, 

discovering breathtaking landscapes, in a unique encounter with nature.” 

Naturally, one of the biggest capabilities associated with the nature aspect of the island was 

preserving it. Multiple respondents emphasized an additional benefit of Madeira Island, 

proximity. Proximity was mentioned multiple times, as the island is quite compact and it is easy 

to get from destination A to destination B in a short amount of time. The responses revealed the 

indication that proximity is a definitive trait of Madeira Island which is used for the promotion of 

the destination. This tendency was seen in the responses to the question about the desired 

destination image of the island. The general manager at a hotel in Funchal (Respondent 11) 

corroborated this view, especially in regard to slow tourists and remote workers that are living on 

the island: 

“...You can be working as a digital nomad,  [...] and on the same day, you can go hiking, 

because you don't need to travel like four hours to reach a point where you are in the wildlife…” 

The results indicate that nature in combination with the proximity in Madeira is of great 

importance, as it is one of the main tourist offers. A number of respondents noted the vitality of 

mass tourism regulations. Standing on its own, mass tourism has been proven to be the root of 

many problems. This was confirmed in the responses. Respondent 7 highlighted the risks of an 

increased number of people that can lead to the destruction of natural sites: 

“For example, people go hiking, and there is this huge problem with parking spaces in the 

mountains, or there are hiking places that get really crowded, and that can be even dangerous. 

So I mean, we do have our limitations.” (Respondent 7)  

Although nature is not the only offer of the island requiring monitoring that was mentioned in the 

responses. The preservation of local traditions is a sub-category that arose from the data. As 

mentioned by a respondent, Madeira prides itself on their traditions, whether it is local 

gastronomy or traditional embroidery. The capability to maintain the traditions was of utmost 

importance for many interviewees: 

"It has to keep its authenticity and uniqueness, value the traditional stuff from Madeira. That's 

what people are looking for when they come on holiday. They want to eat the local food, they 

want to understand the local traditions, which are created in Madeira, so it really has to keep 

that identity…” (Respondent 9) 

According to the responses, there is a concern about rising mass tourism on the island. 

Furthermore, there is rising interest from remote workers, also known as digital nomads, to 

extend their stay on Madeira Island. As seen in the responses, this causes an issue with 

accommodation availability and rising prices, making it hard for locals to purchase real estate 

property. The respondents fear that this could force the locals to move away from the island, 

which will lead to the island losing its traditions and thus its uniqueness. This issue also relates to 
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the continuation of hospitality on Madeira Island. The majority of respondents acknowledged 

hospitality and the welcoming nature of Madeirans as one of the main identity distinctions of the 

island: 

“...And what makes Madeira so great is essentially, this wonderful community, which is here to 

welcome anyone with open arms…” (Respondent 6) 

Some respondents raised a concern that the increasing mass tourism could potentially give the 

locals a negative attitude towards tourists, which will be threatening to the decades-long 

hospitality that Madeira Island is known for.  

 

“If you start having a kind of traffic jam in nature, this is not good. And you will start to destroy 

the natural resources that it's our main attraction. 

You start having an unbalanced attitude and local people will start not liking the number of 

tourists and this is like, you know, like a snowball…” (Respondent 11) 

 

Respondent 11 drew a comparison between Madeira Island and Lisbon in Portugal that 

experienced the negative phenomenon that they believe Madeira Island should try avoiding:  

 

“...This is an issue now in Madeira. In Lisbon in Portugal, it's very hard to afford or to rent a 

house nowadays, people start to get against the tourists and this is not what we want, the tourists 

and not only the tourists, the people that come and that there are not any more tourists…” 

Another significant factor mentioned in the interview responses is the “European identity” 

associated with Madeira Island. Respondent 1, who works in a local cafe formulated the 

following explanation: 

"It's Europe, which is also important because there are not many islands in Europe with this kind 

of climate. And if you are living in Europe, you feel you're protected by law, you know that local 

authorities will relate to you as in every European country." 

Sustaining safety is an important capability amongst the responders which was a determining 

factor that elevates the attractiveness of Madeira Island, largely associated with the 

aforementioned ‘European identity’. The responses indicate that safety is one of the alluring 

factors of the destination that has been perpetual long before any indication of the rejuvenation 

phenomenon was observable on the island. According to the responses, the safety of the island 

was an important factor for the traditional tourist segment of Madeira Island who traditionally 

have been the economically powerful visitors over the age of 40. The tendency of these tourists 

included visiting Madeira Island for its healing properties that are largely because of the unique 

microclimate of the island which imitates ‘an internal spring’. Furthermore, the safety aspect was 

highlighted during the COVID-19 pandemic when Madeira became known as one of the safest 

places by acquiring the ‘green destination’ in the COVID Travel Traffic Light System: 

“...Madeira has had a very powerful and very good way of dealing with COVID. The regional 

government did an incredible job. I mean, it was part of the of that process, and they handled it 

in a very good way which allowed after for Madeira to be positioned as a green destination, post 

COVID and attracted a clientele that didn't use to come to Madeira so we started to attract 

people who had no idea about Madeira, but because Madeira was on the green list that they 
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wanted to come post COVID and many of them decided to spend many months in Madeira to 

work remotely.” (Respondent 9) 

5.2.2 Natural resource utilization 

As a destination with a lot of access to water and sunlight, it seems that natural resource 

utilization is a capability that should be developed more, as expressed by the respondents. This 

category in the analysis includes capabilities that are related to developing, utilizing, and 

promoting the natural resources of Madeira Island. 

Madeira Island is a volcanic island in the North Atlantic Ocean and therefore has big access to 

water and all-year-round sunlight. Acknowledged by many respondents, sustainability is a 

capability that can provide the most advantages in the rejuvenation of the island and most 

importantly attracting the type of tourists that are conscious about their footprint on the island 

and surroundings. Simultaneously, attracting and urging people to be more sustainable when 

visiting the island has been described as a challenging capability. Respondent 3, who works as a 

manager at a few hostels around the island confirmed the aforementioned statement by 

expressing the following opinion: 

“I believe that sustainability is the way of the future, otherwise, we are doomed. So if you only 

look at the money side of things, you won't be sustainable. You won't respect what you have 

around you. And if you're just leaving one place to the other to destroy each one you pass by you 

will end up with nothing. And this is like a little corner of the world which is still in Europe with 

the best weather you can have you wouldn't want to destroy in every sense of the word. So I think 

the main struggle is to change the mindset of everyone that consumes you in a sustainable way.” 

The data shows that it is of high importance for the respondents that Madeira is seen as a 

sustainable tourist destination in the eyes of the tourists. Some steps have already been taken to 

solidify this view by benchmarking the island as a green destination and receiving the 

EarthCheck Destinations program certification. Nevertheless, many respondents believe that 

there is more that needs to be done and that the natural resources of the island could be utilized 

to make the island more sustainable and self-reliant. A respondent from a co-working company 

(Respondent 7) expressed that laying the emphasis on promoting active nature tourism is the 

right strategy for Madeira Island: 

“ …It's the mountains, it's the ocean, it's the surf, the hiking, our main picture is always nature. 

So I believe that has been used and is still being used to attract this young public. And I think it's 

the right thing because everyone is looking for nature. And, to aggregate nature with a place to 

work, a place to live, and a place to explore.” 

When analyzing the data it was clear that a big majority are connecting the presence and 

promotion of active tourism with the younger segment of tourists that have been more interested 

in Madeira Island in recent years. Most respondents mentioned that Madeira Island was 

previously promoted as ‘Europe’s spa’, a relaxing and peaceful destination. Respondents agreed 

that this was the perfect strategy for the traditional tourist segment. However, they explained that 

when the COVID-19 pandemic occurred, the travel habits of the tourists changed. A number of 

respondents believe it was due to the nature of the virus affecting more older adults which meant 

that the traditional segment was weary of traveling. Some mentioned that COVID-19 caused 
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people to have a sort of ‘spiritual awakening’ causing them to rethink their lives and move to 

new locations. Others pointed toward the rising prices of accommodation in large cities. All 

aforementioned factors led to the increased presence of a younger tourist demographic on 

Madeira Island. It would seem that because of this the local authorities saw the opportunity to 

diversify audiences and increase promotion towards the active tourism strategy. This included 

the promotion of hiking trails along the Madeiran levadas, and mountain and sea activities such 

as mountain biking, surfing, diving, and whale watching.  

Various suggestions have been made to utilize natural resources, a few examples include, taking 

advantage of sunlight and gas, and other fuels with solar panels. The production of electricity 

through the utilization of spring water, also the collection of rainwater for the purposes of 

rainwater drainage systems. Facilitating small farms to grow vegetables in individual hotels to 

make them more self-sufficient and less reliant on imports. Going hand in hand with the 

development of sustainability, local agriculture development is a highly relevant sub-category in 

this analysis. Throughout the data, various respondents mentioned that local restaurateurs are 

choosing more often to purchase local produce: 

“...In the food industry, for example, we're seeing chefs that are doing more with the local 

products instead of importing everything…” (Respondent 3) 

A parallel was drawn between the need for local agriculture development and preserving the 

diverse nature of the island. Respondent 9 argued that local agriculture has the capability to 

preserve the local landscape:  

“...The more self-sufficient you become on the island, the better if you manage to minimize 

imports and all this, so obviously, it's a very much subsidized industry, agriculture, and more 

subsidies would be welcome for people who really go down the local route [...]  I think you 

should incentivize even more the agricultural business so that the landscape still looks as pretty 

as it used to be..." 

As previously mentioned a few paragraphs earlier, Madeira Island has been historically 

promoted as a healing destination. Its natural wellness properties were recurring similarities in 

the interviews. A respondent working at a non-profit organization that supports digital nomads 

(Respondent 6) referred to the history of the island when visitors suffering from tuberculosis 

traveled for the healing properties as a result of the microclimate.  

“...Madeira is known for healing so, a lot of the world is in the past, they would come here, 

especially because of the microclimate that we have. So, anyone suffering from tuberculosis, for 

example, Madeira was known for that…” 

Respondent 9 believed that the healing and medical aspect of the island could be further 

promoted. In combination with active tourism, Madeira Island could become capable to attract a 

diverse segment of tourists: 

“Actually, that's an opportunity in Madeira and I believe we started to do that by organising a 

retreat, one in November, one in April  [...] Madeira could benefit from some medical and 

wellness tourism and more than what is doing right now. Because it ticks all the boxes that you 

need to have for that kind of client to have that kind of experience.” 
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5.2.3 Governmental Facilitation 

The final category of the destination capability theme is governmental facilitation. This category 

is related to the capabilities of the local government to amongst others develop, incentivise and 

promote Madeira Island as a destination.  

As seen in the responses of the interview participants, the local authorities mainly hold a positive 

and proactive image in the minds of locals. Multiple responses included information on the 

numerous ways the local government is developing the island. The first capability of the local 

government observable in relation to the rejuvenation process in Madeira was the ‘creation of 

promotional associations’. Madeira Promotion Bureau is a promotional association that promotes 

Madeira as a tourist destination, on a national and international level. It was mentioned by the 

majority of the respondents as the entity that decides the nature of the communication about the 

island: 

“There is AP Madera, which is the Promotion Bureau. And it's half government and half local 

stakeholders. There is an action plan on promoting the island, but I think everybody as well tries 

to do their own promotion and try to be innovative in what they can offer.” (Respondent 9) 

“…The government is a big stakeholder because the government owns the Promotion Bureau,  

they decide the way they're communicating…” (Respondent 6) 

The respondents agreed that the promotion bureau possesses a strong voice which determines the 

direction in which the image of the island aligns. The data clearly demonstrates that the 

government is solely responsible for realigning the image of the island. Respondents 6 and 11, 

noticed a change in the communication which included asking famous influencers and actors to 

visit and promote the island, they connected this phenomenon with the rebranding of the island: 

“If you look at how the Promotion Bureau is communicating now in a bit younger way. Utilizing 

YouTube. Now you show that you can go canyoning, you show things that are a bit more 

experience-oriented and not just staying and visiting the monuments…” (Respondent 6) 

“To start to attract other types of tourists, even for the Portuguese markets, they started to ask 

famous actors and influencers  [...] to become the face or the brand of the island. And this 

started to have an effect on people.” (Respondent 11) 

Creating awareness is a capability similar to realigning the image. According to the responses, in 

the case of Madeira Island, this capability became relevant during and post-COVID-19. By 

positioning Madeira as a safe destination, the government managed to attract a tourist segment 

that had never before heard of the island: 

“Madeira had a very powerful and very good way of dealing with COVID. The regional 

government did an incredible job. I mean, it was part of that process, and they handled it in a 

very good way which allowed Madeira to be positioned as a green destination. [...] We started to 

attract people who had no idea about Madeira, but because Madeira was on the green list, they 

wanted to come post-COVID and many of them decided to spend many months in Madeira to 

work remotely.” (Respondent 9) 
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Aside from promoting and realigning the image of the island, the local government is responsible 

for developing infrastructure capable of hosting the desired number of visitors. The respondents 

hold certain contradicting views, some believe that the infrastructure is not developed enough to 

sustain a new tourist segment, whilst others are under the impression that what has been done up 

until now is perfectly satisfactory. One respondent from a digital nomad community (Respondent 

2) organization and another from a hospitality company (Respondent 10) expressed that Madeira 

possesses the infrastructure needed for tourism: 

“Madeira by itself, has everything infrastructure-wise already…” (Respondent 2) 

“…You have all the infrastructure so you have developed roads, you have developed buildings, 

you have superfast internet, the airport works, we now have some low costs as well flying 

here…” (Respondent 6) 

Although the infrastructural developments are sufficient for now, a potential influx of tourists on 

an island with limited space can cause some severe challenges. As mentioned by one respondent, 

the capability of working on improving the condition does not always keep up with the rapid 

growth of the tourism industry. Some respondents argued that the island needs further 

development in terms of infrastructure: 

“...But the island is small, and we have to develop infrastructure, we have to develop a culture, 

cultural things. Well, I think it is going to take a little bit more time…" (Respondent 10) 

Nevertheless, according to the responses, the local government has been committed to digitizing 

and providing 5G internet connection throughout the island. Digitisation is especially observable 

as the local government has facilitated the development of a number of digital applications in the 

tourism industry such as Madeira Safe to Discover App (active during the pandemic), a number 

of new websites detailing the touristic possibilities of the island, as well as internal software 

PRISMA used as a tool to aid the employees of the promotional associations. Finally, multiple 

respondents (not working within the governmental sector) mentioned a newly available 

application for safe hiking that shows amongst others the weather conditions and trail routes.  

It is important to note, that the analysis clearly demonstrates that there are a few challenges 

associated with rejuvenation and the need for imposing regulations is a necessary capability 

expressed by the local entrepreneurs. In the first category of the destination capability sub-

chapter, a section was dedicated to discussing the consequences of mass tourism to Madeira 

Island. The respondents highlighted the importance of the government imposing regulations to 

prevent Madeira Island from falling into mass tourism and subsequently losing its uniqueness. 

Traces of irresponsible tourist behavior were already visible. An example of this behavior was 

described by Respondent 5: 

“We've been having a lot of issues lately regarding these kinds of new tourists coming.  People 

are going up and camping wherever they want, So this has to stop.” 

“People start fires, trying to build these piles of stones, which is a very known thing in northern 

Europe. Some things that we don't do, [...] it was nice. And I have some photos. But then I also 

have photos of people just trying to tumble them down. And that is not nice and especially when 

they are spread around.”  
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Although the responders have shared that the government has already imposed some regulations, 

such as charging for entrance at specific nature spots. Respondents believe that this is an 

effective way to see the intentions of tourists and slow down the traffic on certain nature trails. 

Nonetheless, the data shows that the local government might need to take further actions to 

prevent Madeira Island from falling into mass tourism.  

An example was brought up by Respondent 9 when the respondent brought up an example of a 

destination imposing a regulation minimizing the number of tourists: 

“In Brazil. [...] There is an island [...]  Fernando de Noronha. It is a natural reserve of nature 

and animals, and they only allow a percentage of humans on the island per day. This way it will 

not affect the ecosystem of nature and the animals. And I really think that in Madeira, they need 

to start thinking about that. Not thinking, but acting on that, because we can think a lot and 

never do anything…” 

As mentioned briefly in the previous quote, local entrepreneurs are also hoping that the issues 

with mass tourism will be dealt with in advance, therefore hindering serious problems that may 

come with it. The following opinion was shared by Respondent 9: 

"...I hope that Madeira doesn't get to that point where they wait really til the last minute when it 

is unbearable to take these measures. [...]  You should be a better visionary and anticipate these 

problems and mitigate them before they arrive. [...]  So if you know that's going to happen, that's 

the purpose and in the interests of the regional government to start mitigating this before they 

arrive… " 

Some respondents drew a parallel between the development of the infrastructure with the entry 

of Portugal into the European Union (EU). According to one respondent (Interview 3), Madeira 

Island received incentives and funding opportunities, allowing the infrastructure to develop 

further. Due to the geographical properties of the island, new roads and tunnels were especially 

emphasized in the data. The entry to the EU, even allowed Madeira Island to incentivise youth 

initiatives such as the Erasmus+ programme which combines all the EU's current schemes for 

education, training, sport and youth. A respondent working as gallery director within a non-

governmental organization in Funchal confirmed the activity of Erasmus-based schemes within 

their business: 

“...As a president of an NGO, we work a lot with Erasmus and we invite a lot of young people 

every year…” (Respondent 4) 

Incentivising youth initiatives is an unlikely governmental capability that has the potential to 

attract new interest towards the island. This capability goes partially hand in hand with another 

capability which is creating favorable entrepreneurial conditions. As seen in the data, Madeira 

Island has become quite the hotspot for remote workers also known as digital nomads. When 

speaking with a local government representative (Respondent 8) he stated the following fact: 

“The Regional Government of Madeira has the duty to create all the conditions for 

entrepreneurs to successfully carry out their activities. This is what we have achieved, and we 

remain committed to doing so to strengthen the Tourism sector and, consequently, the entire 

economy of the Autonomous Region of Madeira, which  accounts for 29% of the Regional 

GDP.”  
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After interviewing two companies that were created to support digital nomads, it was confirmed 

that the government played a significant role in supporting these companies by being active 

stakeholders facilitating all operations: 

“...The government is the facilitator of all the operations. And we were the ones that put all the 

wheels in motion, and everything else came naturally. And private businesses started picking up 

and seeing what others are doing and so it was a snowball.” (Respondent 2) 

From the analysis of the final category, it is clear that governmental facilitation is a capability 

that plays a significant role in the rejuvenation of the island. However, the data does indicate that 

there is a fear of mass tourism which indicates that there is a need to incentivise preventative 

strategies surrounding specifically mass tourism. 

5.3 Entrepreneurial Capabilities 

The second category, entrepreneurial capabilities, encompasses patterns of activities developed 

by the tourism companies’ enabling the diversification and repositioning of Madeira Island to 

rejuvenate the destination. According to the empirical findings, such capabilities were classified 

into activities related to collaboration and integration, adaptation and innovation as well as 

expertise and knowledge. 

5.3.1 Collaboration and Integration Development 

The development of activities and initiatives related to collaboration and communal integration 

appeared to be a central part of what tourism companies do to rejuvenate Madeira Island. 

Communal integration is a recurring topic that was mentioned during the interview process. 

According to the respondents, it signifies bridging the gap between locals and tourists and 

facilitating activities that would nudge tourists to ‘contribute to’ and ‘give back’ to the local 

community. For instance, one of the respondents mentioned that the aim is to attract “...a tourist 

that comes and contributes not only money wise but that contributes in some way". 

One means of communal integration is organizing community events, which becomes evident in 

multiple interviews with both nonprofit and for-profit organizations. Respondents 2,6 and 11 

give examples of community events that are being organized such as music events, pool parties, 

rooftop events, networking lunches, and international weekly hangouts. However, 2 of these 

respondents also clarify that the main aim of the events is not to merely have fun, but also to 

promote and support local businesses: 

"We do pool parties, but the pool parties are not only music […] and drinks. They (the NGO) are 

very aware of the thing of contributing to the community and giving other types of options, so in 

these pool parties, you have local designers, for example, we have a local designer of bikinis. 

And she came, she could sell the bikini at the party and you had the nomads wearing the bikinis 

whilst promoting a local designer.” 

Respondent 6, from the perspective of a non-profit company emphasized the fact that with the 

events initiated by their organization “integrate everyone” - from locals to tourists, digital 

nomads, kids, and even pets: 
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"...So again, we always highlight that at all these events [...] it's all about integration and most 

importantly, always integration with the local people also”. 

This is reflected upon again in another quote from the same interview:  

“Yeah, it looks like a party. And it's a lot of fun. But there's a lot that goes on behind the scenes, 

there's a lot of integration, there are people helping one another." 

It is also highlighted that other types of events such as hackathons are facilitated with the 

ambition to tackle cultural and social challenges: 

“We're going to do that hackathon for the second time to solve some social problems here in 

Madeira, from, homelessness to security. We pick the topics and then we try to create for that. 

So, it's not just the events, it’s a big list of things that we do. And it's long-term and short-term. 

And it's the maintenance of the community and increasing the giving back of this community." 

Similarly, Respondent 9 shares that his company organizes beach cleaning events, and “a range 

of activities that brings the local community and the tourists together”. He also mentions that 

tourists “quite like to engage with these things” and concludes that such initiatives “benefit really 

much the local community” and are “very powerful and positive." 

Another important capability derived from the empirical material and related to collaboration is 

skills and knowledge sharing. This becomes particularly evident during some of the events 

organized by and for the digital nomad community, where digital skills are being taught to the 

local community. For example, Respondent 9 explained that they are “having some open days so 

that they can teach the schools and the local people how to use computers and how to use 

(digital) programs”. Another example was given by Respondent 11 about a farming experience 

aimed at exchanging knowledge between local farmers and tourists: 

"…They (the farmers) announced it and they said, “You can come, you help us and you see what 

farming is like”. And so, they bring buses of tourists that help them do their work, and in the end, 

they do a small meal where everybody gets together, and they share knowledge with each other. 

And it's like, the tourists are here on vacation but they have a different experience that maybe a 

person that was born in New York never had in life, like putting their hands in the dirt, you know, 

and picking up vegetables and seeing how the process is being done. So, it's this type of dynamic 

for me. It's the way of balancing and providing a win-win experience for everybody." 

Developing community hubs, whether online or offline, appears to be another capability that 

local companies are utilizing in the process of rejuvenation. Respondent 4, an art director of a 

gallery, gives an example of the art hub they are developing for residents and tourists, in order to 

bring the art and creative community together: 

"We'd like to offer our space, part of our gallery for international, local and international artists 

or people who work for creative industries […] You know, we'd like to collaborate with them. 

And they call that Art Hub Madeira. […] You know artists, they can connect with artists, form 

some communities here, so we think about that. It's quite innovative." 
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Respondent 7, the manager of a co-work, on the other hand, speaks about the online community 

groups available for digital nomads, which help a great deal when it comes to integrating the 

slower types of “tourists”: 

"Slack digital nomad group. Such a small thing makes all the difference. The WhatsApp groups, 

there's WhatsApp groups for everyone […] and for everything like dance classes, property, rents. 

The importance of communities as well as community facilitation is also highlighted in the 

following quote by the project manager of a half-private, half-public organization that initiated 

the development of the digital nomad project in Madeira: 

“…So the project is where it is right now, with the impact that it has been having, not only 

financially, but also the sustainable side of it, and the social and cultural part of it, is only 

possible because of the communities that are taking care of digital nomads and remote workers. 

So we actually like to see ourselves as the ‘hats of the ecosystem’. But this is only possible 

because of the different communities.” (Respondent 2) 

One more facet of collaboration-inducing capabilities worth mentioning is industry-level 

collaboration. Some respondents indicated that a solid network of partners and collaborations in 

the tourism industry is essential to the successful completion of various projects and initiatives 

aimed at a diversified audience. Respondent 2 describes that the digital nomad project was “a 

mix of different parts (stakeholders)” “creating more solutions to boost the economy”. When 

speaking about the collaboration with industry experts, the respondent explains that they 

“already knew exactly who to talk to”, they “were just grabbing everyone because people already 

knew the ecosystem”. They also underline that their role was to “facilitate information” and 

“notify all the partners”. 

Furthermore, the general manager of a big hotel chain reveals that industry-level consolidation is 

also evident in creating standards, regulations, and even restrictions in order to meet visitors’ 

demands in the best way possible: 

"So now we're starting to even with our partners, from OTAs (online travel agencies), tour 

operators, to make an effort and work on saying ‘no’ if you have a couple in their 70s. And if you 

see that they are retired and they have some kind of disability, maybe this hotel is not for them 

anymore. In another type of hotel they will have different types of pools, a spa, different types of 

services. We want to retain but to be more accurate on going on the path of their (tourists’) 

demands of what they need." (Respondent 11) 

Respondent 11 also shared some hope for further development of this capability in the future in 

order to tackle some of the challenges that might occur along the process of diversification and 

repositioning of Madeira Island:  

“And so, for me, what I would like is that all of us that work in this industry would gather and 

think of a strategy to balance in between all of the segments of older people and younger people. 

Digital nomads are people from technology that can come and contribute with new ideas and 

develop the community further because this is very important. If you start bringing people from 

the outside but they're only taking the resources and then they go they don't leave nothing for the 

local people.” 
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The final entrepreneurial capability that was identified in relation to collaboration and 

integration, is facilitating entrepreneurial growth. This was already suggested in some of the 

previous quotes. However, another example was given by one of the respondents in relation to 

the digital nomad project: 

“But first, it's important to be still on the project of the digital nomads, because we already know 

there are still some needs on the market that need to be along the way, created, either related to 

education, to safety, or to accommodation. And that's why we're still on because we want to 

always follow up with new entrepreneurs, already existing ones, and how they can co-adapt their 

services to this niche of the market. So, it's our way to act as facilitators between the digital 

nomads, and you know, the enterprises at the end of the day” (Respondent 2) 

5.3.2 Adaptation and Innovation Facilitation 

The interview data revealed that adaptation and innovation are both crucial aspects of developing 

dynamic capabilities that allow for the revitalisation of Madeira as a tourist destination. In the 

case of Madeira Island, COVID-19 brought drastic and rapid shifts on destination, industry as 

well as individual business levels. According to the majority of the respondents, an aggregation 

of these shifts, in addition to the successful facilitation of some repositioning programs such as 

the aforementioned Digital Nomad program, began enticing a new audience of younger visitors 

to the island. This, on the other hand, allegedly had two main consequences for the tourism 

industry dynamics. Firstly, it brought fruitful business ideas for new opportunities. On the other 

hand, it nudged many traditional businesses to rethink their old ways of doing business and start 

adapting. As stated by one of the respondents: 

“And then with COVID, it (the destination) changed a lot because with this digital nomads boom 

started attracting a lot of younger crowds. And I think the local services also started adapting. 

They had like the typical dishes that typical restaurants offered up to the same typical tourism. 

And now it's more flexible. And more with the new trends.” (Respondent 2) 

Adapting the offer according to the needs of the market is the most evident capability type in this 

category that all respondents touched upon. As Respondent 10 commented: “If we (hoteliers) 

don't have a product that is suitable to the customers, it is not going to change. So, we also have 

to adapt and challenge what we have nowadays.” In the responses, this diversification is 

considered in terms of various developments such as introducing new products or services, 

growing new departments, or improving product quality. 

In terms of launching new products or services, 10 out of 11 interviewees could identify at least 

one new service or product that they have introduced in order to diversify and adapt to the image 

transformation process Madeira is undergoing. Similarly, 10 out of 11 respondents gave 

examples of other Madeira companies in the tourism industry, which have started offering new 

products, services, or experiences for a new target audience.  

In hotels, the offer adaptation efforts include creating more dynamic spaces in hotels by the 

introduction of co-work areas and organizing events on the premises such as barbeque pool 

parties and rooftop parties. An interesting insight was derived from Respondent 10, who 

described an adaptation to the hotel offer in terms of repositioning and change of concept in 

order to attract new customers: 
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"For instance, we are currently working on the new positioning of Saccharum. It's our flagship 

in terms of sustainability, which means we are trying to change the concept of the hotel in order 

to attract new customers through a new product […] So we're changing our mindset. Maybe 

we're going to attract new visitors, but maybe we're going to have fewer rooms, or the 

occupancy rate is going to be lower, or we're gonna work on other things that will be core and 

the strategy that they will pass on in terms of responsibility." 

This example also highlights the trend of having sustainability as a key focus in hospitality, with 

newly emerging initiatives such as tree planting to offset emissions and organizing events to 

target a segment that values more responsible tourism. As mentioned by Respondent 11, there 

are some pilot social projects being tested, which clearly indicate the innovativeness and 

adaptation involved in this process: 

“Now we're very focused on sustainability. […] Everybody's thinking about this. And today we 

started a pilot project, we're just seeing if it works or not. That is if a guest doesn't want the 

room to be cleaned, they can report at the reception, and in return we will give them drinks (for 

free) and the room will not be cleaned during their stay." 

Furthermore, multiple respondents acknowledged the introduction of more active and adventure 

tourism activities by tour agencies such as canyoning, bike tours, boat trips, scuba diving, and 

surf lessons. These diversification examples suggest a tendency towards targeting more 

physically active tourists and naturally, a younger crowd. This is also reflected in the comment 

of Respondent 9, that “there has been a trend in Madeira that people are quite active now as 

opposed to, before they used to stay in a hotel and not do too much. […] Right now they're quite 

active going around the island.” 

On the other hand, innovation is brought to the island by establishing new businesses in 

Madeira’s tourism industry that provide entirely new experiences for tourists, particularly, for 

niche markets and diversified audiences. Based on the data provided by the respondents, new 

accommodation concepts like co-living and glamping are emerging, catering to different 

customer preferences. One respondent shares his opinion that these concepts “…are great in 

terms of storytelling and in terms of visuals, so they definitely have helped to bring another type 

of clients because people identify themselves with these kinds of products." 

Besides bringing new products and services to the market, some responses confirm the trend of 

business development in terms of new departments or new business branches and divisions. As 

mentioned before, new hotel concepts are being developed, and another example of this is the 

NEXT Hotel, a hotel from the Savoy Signature that is, as mentioned by Respondent 10, a more 

“digital and younger hotel”. Hotels are reportedly “changing the values of the company” and 

“implementing new departments […] such as sustainability, social health”. According to 

Respondent 11, “They (the hotel chain) are more and more aware of these trends and it is a big 

need (to cater to those trends)". Respondent 1, on the other hand, explains that his hospitality 

business, which pioneers in speciality coffee and brunch and leverages the arrival of new trendy 

customers, is expanding by opening a branch in a new location: 

"We started with it (the new trend) and we are developing with the industry. Now we are opening 

a second place which will be more developed like Art Food Corner grande, with a more 

developed kitchen menu and we will try to attract our already loyal customers…" 
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Another aspect of adaptation capabilities appears to be improvements in product quality. As 

indicated in the responses, some more traditional businesses “don’t change but get better” and 

“invest in their conditions to host people with more difficult requests”. This shows the 

commitment of some tourism organizations to improve their conditions and rejuvenate without 

necessarily repositioning their target. Consequently, one respondent concludes that in their 

organization, “…we just need to open our doors and to be more focused on what we actually 

offer to the people”. 

Amending the promotion strategy and integrating customer centricity are two significant ways of 

marketing adaptation demonstrated by many of the companies the respondents represent. In 

terms of promotion alterations, respondents are implementing various activities depending on 

their business. For instance, several of the interviewees mention utilizing the power of social 

media based on the customer profile they would like to target: 

"For instance, we know that social media, it's on the top of mind for most of the people...But 

probably these other profiles (of younger segments), they have Instagram, or they have TikTok or 

they have some other social media or even they read on LinkedIn. […] And so, we're trying to 

adapt everything to our customer's profile." (Respondent 10) 

A respondent from the hospitality industry also stresses the importance of tone of voice usage, 

and how that was adapted after new segments of customers such as solo travelers, digital 

nomads, and young families starting coming in. They explain that a more formal type of 

communication is being used in more traditional hotels, while in another “younger and digital” 

hotel, the tone of voice is “pretty different”. 

These adjustments in the communication strategy also highlight customer-centricity within 

organizations. Some of the respondents emphasize the importance of addressing sensitive 

touchpoints, aligning actions with customer-centric values, providing updated information, and 

responding to customer preferences and feedback The crucial role of a customer-centric mindset 

is underlined by a respondent: 

"…It’s all about customer centricity, and not only about saying 'we are customer centric', but 

being, believing, and behaving like that. And what we do is through customer design or service 

design, we are thinking all the time how the customer is feeling, and not only the customer that 

we have right now, […] but how the customer that we want to attract could feel, and that's the 

way we are working continually now, it's a never-ending journey..." (Respondent 10) 

It becomes evident that the organization needs to continually consider the experiences of both 

existing and potential customers. This mindset requires ongoing effort and a commitment to 

improving customer-centricity. Other respondents give special importance to responsiveness to 

customer feedback and preferences. An interviewee gives an example from their organization 

where by recognizing that certain customers, particularly younger generations, felt 

uncomfortable with the smell and sight of fresh flowers that wither over time, the organization 

proactively decided to change the flowers. This adaptation demonstrates a commitment to 

understanding and meeting the evolving needs and desires of different customer segments. In 

regards to focusing on customer experience touchpoints, another respondent concludes: 

"As you start touching these touchpoints that are sensitive to them, then they kind of look at you 

in a different way and they want to take the journey with you as well."  (Respondent 9) 
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An important innovation capability acknowledged by the majority of the interviewees concerns 

the digitisation of products, services, or business processes. Some responses show considerable 

and extensive digitisation efforts within tourism companies in Madeira. Examples of digital 

solutions include “making information accessible online”, integrating “online check-ins”, 

“autonomous check-in”, “chatbots for reservations and bookings”, “virtual concierge”, and 

“other innovations to cater to customer needs." A respondent concludes this proactive digital 

innovation approach: "We have to create or innovate in order to answer those needs.” 

Other companies have demonstrated a commitment to modernizing internal operations to 

enhance efficiency and accuracy: 

"Now everything is digital. We use less and less paper. Everything we do is on apps, from HR 

processes like checking in and out of shifts to managing reviews and room cleaning. The rooms 

have QR codes, and the cleaning team uses smartphones to check in and track their progress. 

This enables metrics and reduces the possibility of mistakes." 

When it comes to adaptation, the final capability discussed by the respondents is the ability to 

follow the lead of others. The results underscore the efforts of Madeiran businesses to implement 

ideas and trends from more modern countries to differentiate and attract a new segment of 

tourists. Respondent 1 explains that their organization is following the examples of Scandinavian 

and English-speaking countries in terms of coffee quality and coffee shop trends. The focus 

appears to be on adapting existing trends rather than creating entirely new concepts. This 

approach allows Madeiran companies to leverage the success of other regions while bringing 

novelty to their own business environment. 

However, it is worth mentioning that the responses form a potential challenge in Madeira's 

adoption of new practices or trends. Several respondents share a concern regarding the 

adaptation process being too slow, and the still prominent resistance to change. It is suggested 

that while there is some level of imitation among local businesses, the adaptation process is slow 

and lacks a genuine belief in the value or purpose behind the adopted practices: 

"The adaptation is still very slow. Yes, they copy each other. They don't do something because 

they believe in it. Yes, they might be selling something to you. But they don't know why, they 

don't even consume it themselves. In hospitality, and the food industry, examples are specialty 

coffee and sourdough bread. […] They are changing because of the oppression and the customer 

pressure. [..] I believe that the guys (some traditional businesses) will still resist if they still have 

some people going there and buying what they sell. But other businesses will be more profitable. 

So they will look to the side and they will see that they'll have to change.” (Respondent 3) 

In conclusion, the empirical results highlight the significance of adaptation and innovation in 

developing dynamic capabilities within the tourism industry of Madeira. The respondents 

emphasize the need to diversify their offerings, improve product quality, and introduce new 

services to attract a younger audience. Additionally, the integration of digital solutions and the 

digitization of processes are recognized as crucial for enhancing efficiency and meeting customer 

demands. However, the data also reveals that the adaptation process in Madeira's tourism 

industry is relatively slow. Nonetheless, the efforts towards adaptation and innovation 

demonstrate the dynamic capabilities necessary for rejuvenating Madeira Island as a tourist 

destination. 
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5.3.3 Expertise and knowledge cultivation 

One way of utilizing knowledge and expertise to rejuvenate Madeira Island as a tourist 

destination is, according to the data, identifying new trends and leveraging them. A few of the 

respondents shed light on the changing preferences and behaviors of customers, which highlights 

the importance of recognizing emerging trends. Respondent 3 gives an example of the trend of 

changes in lifestyle during and after COVID-19, which caused a surge in remote workers looking 

for suitable locations to combine work and tourist leisure activities. Other examples include 

individualistic travel preferences and the demand for seamless experiences, which are 

exemplified by the two quotes below: 

“People are more and more individualistic when they travel. So, they want to have their own car, 

they want to have their own, you know, experience and all this." (Respondent 9) 

“…What we realized is that millennials, and younger people, want a seamless experience. I 

mean, sometimes the customer doesn't want to speak with anyone, they don’t want to do a check-

in, and they don't want to have a very long talk with someone, they want to do everything by 

themselves.” – (Respondent 10) 

Respondents also mention the significance of WOM (word-of-mouth) marketing facilitated by 

social media and personal connections. The responses suggest that businesses can leverage the 

positive experiences of customers, especially digital nomads, who share their stories and 

recommendations about a destination or service.  

“…people are consuming their own friends, media, instead of big governments and magazines 

and travel agencies...And the connections and the trust will never be the same as your friends” – 

(Respondent 3) 

“We invite a lot of young people every year and that has a good impact (on the business) because 

when they go back, they bring stories about Madeira and how beautiful it is. And then their 

friends, their family also start to think about visiting Madeira.” (Respondent 4) 

By capitalizing on this (e)-WOM momentum, companies can enhance their reputation and attract 

more visitors or customers. 

Another way a local hotel chain acquired knowledge during this process was through the use of 

BI (business intelligence) tools to gather market information and make data-driven decisions. 

Respondent 11 shares that they employ analytics technology “that makes reports, sees how the 

markets are behaving” and that they “need to adapt and adjust” in terms of business and 

marketing strategies. 

Besides leveraging on the new trends, the data revealed that tourism organizations in Madeira 

also foresee and prepare for potential business challenges. This was considered to be an 

important knowledge and expertise capability. Both Respondent 1 and Respondent 5, from the 

perspectives of small tourism companies, share their concerns regarding some issues they are 

likely to encounter in the destination rejuvenation process: 
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“Unfortunately, we have a weak point here in Madeira, like most of the small businesses, and 

this is logistic issues. Since we are very dependent on how logistics work. And since we are 

making a speciality coffee, we need to have this coffee very fresh.” – Respondent 1 

“So this is the biggest issue that we have, especially for small companies like ours. So we do 

almost everything by ourselves. And there is no way we can reply sometimes to everybody. And 

we also like to have our free time with our family. And nowadays, people send emails at all 

times, and they expect you to write a reply to them at the same time, so within 510 minutes, and 

otherwise, they have already lost their arranger. So that's how it works.” (Respondent 5) 

An interesting insight arising from the data, was the notion of the “outsider perspective” and the 

knowledge and expertise that it brings. This becomes evident in several of the interviews, where 

respondents mention that business innovation and understanding of the needs of the new tourist 

audiences is mostly possible by individuals who have lived outside the island and acquired a 

different perspective. Respondent 3 argues that “you need to leave the island to see the island”. 

They elaborate: 

“And the new generation of people doing new kinds of businesses were the ones that had to be 

out of the island for a while…if you go away, you see things differently. And then you come back. 

And you might do business in a different way.” 

Respondent 2 echoes this idea by suggesting that internal expertise can be broadened by actively 

seeking input from people outside the organization or industry: 

“It was Gonzalo (talking to restaurant owners) because as a digital nomad it was easier trying 

to pass along the message. He said that usually when traveling and working, he noticed that 

people actually wanted lattes with oat milk and avocado toasts, having more vegetarian 

options."  

Overall, the results highlight the importance of cultivating internal expertise and knowledge by 

embracing outsider perspectives, utilizing business intelligence, identifying new trends and 

business opportunities, capitalizing on (e)-WOM momentum, and foreseeing challenges. 

According to the responses, by identifying and understanding these knowledge and expertise 

capabilities, businesses can adapt their offerings and tailor their services to meet evolving 

customer expectations.  
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6. Discussion 

The purpose of this chapter is to articulate the key findings of this research. The discussion will 

seek to compare the findings of this research against previous theories mentioned in the 

literature review chapter. This will allow the researchers to identify possible affirmative, 

contradicting and previously unprecedented findings. Furthermore, this chapter will present an 

updated version of the Figure 1 framework, taking into account the findings from the data 

analysis (Figure 2). 

The aim of this study was to understand how dynamic capabilities enable repositioning and 

diversification to rejuvenate Madeira Island as a tourist destination. The theoretical framework 

conducted for this study identified three theories from the literature that will function as a base 

for comparison in this chapter: destination rejuvenation, dynamic capabilities and destination 

transformation (repositioning and diversification). The analysis of the primary data identified 

two main themes that are broken down into detailed capabilities enabling the rejuvenation of 

Madeira Island. First, destination capabilities, consist of three categories: local identity 

distinction, natural resources utilization and governmental facilitation. Second, entrepreneurial 

capabilities consist of three categories: collaboration and integration development, adaptation 

and innovation facilitation, and internal expertise cultivation.  

Looking back at the theory surrounding dynamic capabilities, it is becoming increasingly 

unequivocal that two types of capabilities need to be considered. Hence, the analysis divided 

them into destination capabilities and entrepreneurial capabilities to investigate how the 

capabilities are facilitating rejuvenation from the viewpoint of various stakeholders. 

Furthermore, the analysis revealed an important insight, which is that capabilities are intertwined 

with one another and can not exist by themselves. For example, the capabilities within the local 

identity distinction ‘diverse nature preservation’ and ‘mass tourism regulation’, are 

interconnected, because one is not able to preserve nature without regulating mass tourism. 

Similarly, mass tourism cannot be regulated without the governmental capability of ‘imposing 

regulations’. As stated in the literature review, Wang and Ahmed (2007), three shared elements 

which reflect dynamic capabilities across various companies which may be used in future 

studies: adaptive, absorptive and innovative capabilities. These capabilities were formulated for 

entrepreneurial uses. The entrepreneurial capabilities were formulated in this study to expand on 

the existing dynamic capabilities from previous literature (Wang & Ahmed, 2007), to include 

capabilities affecting tourist destinations. First, the collaboration and integration development 

reflect destinations' innovative capabilities. Second, adaptation and innovation facilitation which 

goes hand in hand with adaptive capabilities. Third, internal expertise cultivation is parallel in 

their meaning to absorptive capabilities.  

However, because dynamic capabilities have not been considered from the perspective of a 

destination previously, the destination capabilities formulated in this research are the main 

contribution of this research. Making it possible to consider the capabilities of various 

destinations in future research.   

In terms of rejuvenation and the TALC model, this study has confirmed a number of previously 

stated statements. Confirming the criticism presented by Agarwal (1994) of the TALC model and 

the findings of the study by Almeida and Correia (2010), the multilayered approach of the 
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Madeiran local authorities to reimagine the island and the number of industries that are included 

in this process, confirms that a destination can not be viewed as a singular entity, but rather as a 

collection of various factors such as hotels, promotional association etc. Similarly, rejuvenation 

by itself is not solely a quick way to change a destination, but an intricate and multifaceted 

process that is heavily dependent on outside factors (Faulkner, 2002). Upon conducting the 

interviews, it was confirmed that the timeline of initiating the rejuvenation process does not 

indicate that Madeira Island saw a decline. Although the COVID-19 pandemic accelerated this 

process through increased awareness of the island due to the green light status and remote 

working, the rejuvenation process did not commence according to the traditional order of the 

TALC model. Thus, this is in line with the findings by Hovinen (2002) who argues that different 

tourism sectors can be at a different stage simultaneously.  

Madeira is a small island, and the analysis showed that the local government and many local 

entrepreneurs are attempting to implement new strategies and adapt their products to diversify 

their target market. However, the island still has a lot of resistance from the local population to 

change and adapt and especially to consume the newly adapted offerings. Local entrepreneurs do 

not see the need to change nor is there pressure to change as the main tourist segment remains 

the same. Overcoming resistance to change and fostering a genuine belief in adopting new trends 

remain ongoing challenges for the Madeiran tourism industry. The study by Hovinen (2002) and 

the TALC model, are relevant here as it can be observed that some businesses in Madeira Island 

are in stagnation due to the resistance, whilst others are rapidly moving forward by adapting their 

products and services and introducing innovations.  Nonetheless, the resistance to change by 

some local entrepreneurs could be viewed as a way to balance the tourist segments and keep 

accommodating the traditional tourist segment without directly removing the lucrative traditional 

offering, as it could be viewed as discriminatory. Furthermore, the data clearly demonstrated that 

the strategy of Madeira Island is to retain and attract. This statement complements the study by 

Xu, Yu & Zhou (2022) where the findings indicate that rejuvenation strategies need to take into 

consideration the needs and preferences of the dominant market segment. The aforementioned 

argument also contradicts and challenges the notion by Cooper (1992) who argues that 

rejuvenation can occur only if the destination is fully reinvented and reimagined. 

It is clear that Madeira Island is implementing numerous destination transformation strategies. 

As seen in the responses, the local government is the facilitator of all projects and 

communications. Some of the projects that have been implemented in recent years are the 

introduction of Madeira’s new destination brand in 2021, the creation of a Manual of Good 

Practices in the tourism sector and the introduction of certifications of Good Practices against 

biological risks in both private and public companies.  

The communication of Madeira Island has seen significant changes in the way it is presented. 

The data shows that multiple respondents noticed an increase in social media marketing and 

influencer marketing. In terms of diversification, the island started to promote more nature-based 

activities that were not previously promoted to such an extent and introduced the Madeira Ocean 

& Trail concept that promotes various mountain and sea activities such as hiking, surfing and 

whale watching. On an entrepreneurial level, Madeira Island has seen an unprecedented 

development of communal events for digital nomads, the introduction of product adaptations to 

accommodate digital nomads and the underlining of the importance of sustainable tourism. 

These results support the previous literature which argues that diversification is a process which 
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emphasizes the exploration and development of previously unexplored natural, cultural and built 

resources (Agarwal, 2002; Claver-Cortés et al. 2007; Curtis, 1997). 

The literature that discusses repositioning as a concept connects the need for repositioning with 

the decline of a destination (Agarwal, 2002). In the case of Madeira Island, the repositioning was 

commenced in order to reach a broader market in the time of the COVID-19 pandemic. The 

analysis of the data made the assumption stemming from the data which argues that the 

repositioning in Madeira Island was accelerated to avoid a decline due to the infrequent travels 

of the traditional market. Consequently, Madeira Island managed to avoid a direct decline by 

introducing mitigating measures by taking proactive measures of safety during COVID-19 and 

thereby attracting a new previously unaware Madeira Island tourist segment that subsequently 

remained interested after the pandemic. 

For a long period of time Madeira Island has not seen much change (Almeida & Correia, 2010), 

thus when the rejuvenation process started, the island became an avid consumer of various 

innovations, both technological and in terms of expertise. According to the analysis and the 

responses of the local entrepreneurs, Madeira Island is somewhat behind the times in terms of 

innovation and therefore it is currently the perfect location for rejuvenation. The innovations that 

already have been exhausted in other locations are only being implemented and their 

effectiveness can bring new life to the island. 

To summarize the findings of the analysis and solidify the discussion chapter, an updated version 

of the theoretical framework was designed. This framework specifically underpins the 

interconnectivity of the repositioning and diversification components, as well as destination and 

entrepreneurial capabilities. Thereby, it demonstrates the symbiosis-type nature of the tourism 

industry of Madeira Island which collectively contributes to the core that is destination 

rejuvenation.  

 

 

 

 

 

 

 

 

 

                                        

                                 Figure 2. The dynamic capabilities facilitating destination rejuvenation of Madeira Island 
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7. Conclusion 
The main findings of this study will be encapsulated in this chapter by answering the research 

question. Furthermore, the chapter will outline the practical implications as well as the 

managerial recommendations. Finally, this chapter will acknowledge some of the research 

limitations and give an overview of future research suggestions. 

7.1. Main Findings 

The main aim of this study was to identify the dynamic capabilities that enable the repositioning 

and diversification of Madeira Island and to investigate in what ways they contribute to the 

rejuvenation of the tourist destination. The analysis of primary data identified two main themes: 

destination capabilities and entrepreneurial capabilities. The findings suggest that fostering 

collaboration and integration, facilitating adaptation and innovation, and cultivating internal 

expertise are crucial for destinations aiming to reposition and diversify. Additionally, the study 

emphasizes the significance of preserving local identity, utilizing natural resources sustainably, 

and facilitating governmental support for successful destination rejuvenation. These capabilities 

intertwine with each other and cannot exist in isolation, highlighting their interconnectedness and 

confirming the criticism of the TALC model from Agarwal (1994), stating that a destination 

should not be perceived as a singular entity, but rather as a multitude of diverse factors and 

actors, including local tourism companies, governmental associations and promotional 

associations. 

7.2. Practical Implications 

The findings of this study have several practical implications for destination managers and 

policymakers, offering valuable directions to enhance destination dynamic capabilities and 

promote the development and integration of entrepreneurial capabilities within the tourism 

organizations of a destination. Ultimately, it underscores the ways, in which professionals can 

utilize the results to enhance destination rejuvenation and diversification efforts. 

Firstly, the study emphasizes the importance of perceiving destination rejuvenation as a holistic 

process composed of various interconnected parts. This understanding helps destination 

managers identify any missing links or weak areas in the rejuvenation process more easily. For 

instance, managers may recognize a lack of innovation capabilities, such as "embracing an 

outsider perspective." Armed with this knowledge, they can allocate resources to attract external 

expertise and foster innovation within the destination. 

The study encourages collaboration and synergy-building among different parts of the 

destination. By recognizing the interdependencies and interconnectedness of various 

stakeholders, destination managers can foster partnerships and cooperative networks. This 

collaboration can lead to the exchange of knowledge, resources, and best practices, ultimately 

contributing to the overall rejuvenation efforts. 

Additionally, the study provides an overview of the factors that influence the development of 

dynamic and entrepreneurial capabilities in a destination. It sheds light on the challenges that 

may arise in the process, such as resistance to change, as observed in the case of Madeira Island. 
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Awareness of these challenges enables destination managers to proactively address them and 

develop strategies to overcome resistance to change, facilitating a smoother rejuvenation process. 

Furthermore, the study serves as a practical example for destination managers outside of 

Madeira. It offers insights into how rejuvenation efforts can be stimulated at both the overall 

destination level and the individual tourism company level. Managers in other destinations can 

draw inspiration and learn from the experiences of Madeira Island, adapting successful strategies 

and approaches to their own contexts. 

In summary, the practical implications of this study, direct destination managers and 

policymakers towards nurturing and investing in dynamic capabilities, promoting the 

development of entrepreneurial capabilities, fostering collaboration and synergy, and addressing 

challenges in the rejuvenation process. It also provides a practical example that can guide 

managers outside of Madeira in their own rejuvenation endeavours. By applying these 

implications, professionals can facilitate meaningful changes and improvements in their 

respective destinations, ultimately leading to successful destination rejuvenation. 

7.3. Managerial Recommendations 

One of the concluding remarks of this research is the outline of a number of managerial 

recommendations that could prove themselves useful for the stakeholders within the tourism 

industry of Madeira Island as well as for destination managers, policymakers, and other 

stakeholders involved in the rejuvenation and diversification of destinations. 

As noted earlier, the tourism industry depends on many factors and stakeholders. It consists of 

multiple sectors that contribute equally to the attractiveness and hospitality of the destination. 

Madeira Island is no different. After discussing the topic of rejuvenation with various local 

entrepreneurs and local authorities, the authors gained a number of valuable insights. The first 

recommendation is that there should be more collaboration between various stakeholders on 

Madeira Island. The initiative could potentially derive from the local authorities to develop 

collaboration between field experts that would contribute with expertise and knowledge. This 

would allow the local authorities to take into account the concerns and suggestions of the local 

entrepreneurs, whilst simultaneously obtaining sector-specific information which could promote 

the distribution of innovative expertise.   

Because there are clear signs that change is not always welcome in Madeira Island and many 

entrepreneurs would rather continue with the offerings that stood the test of time, more emphasis 

should be aimed at overcoming the resistance to change and fostering a genuine belief in 

adopting new trends. Increased communication from the local authorities to the local 

entrepreneurs could explain the significance of adapting to new markets, consequently 

distributing consistent communication to all stakeholders in the tourism sector.  

The process of rejuvenation can be a difficult process and diversifying tourist segments can be 

challenging. The third recommendation, which has been emphasized to a large extent in the data, 

is for the local stakeholders to learn how to balance the tourist segments. One could say that 

Madeira Island is somewhat torn between identities as a result of an extensive rebranding 

scheme. From one point of view, it is still a remote island for affluent over 50s to relax and heal, 
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on the other hand, it is an island where every day is filled with action and adventure. Therefore, 

it is important for the local authorities to make sure that those who have traditionally travelled to 

Madeira are aware of the fact that they are still welcome, whilst giving a window of opportunity 

to the new segments to discover the island.  

The final recommendation is largely related to social media marketing which has been a popular 

way to promote the destination. Madeira Island is quite small and the data showed that the 

majority of the responders were concerned about the possible outcome if mass tourism hit the 

island. This is especially relevant when taking into consideration the nature of social media, 

which is known for making content spread around the globe or as we nowadays say ‘go viral’ 

with the speed of light. Numerous studies have been aimed at exploring the effects of social 

media on remote ‘hidden gem’ destinations becoming a hit of the internet, only for it to be 

significantly damaged due to an uncontrollable influx of tourists (Jansson, 2018; Purwani et al. 

2020; Siegel et al. 2023). For this reason, the final recommendation is for the local authorities to 

in due time start preparing a strategy to regulate the number of tourists in Madeira Island to 

avoid potentially irreversible damage to the ecosystem of the island and loss of uniqueness that is 

so treasured by the local entrepreneurs.  

7.4. Research Limitations 

While this study provides valuable insights into the rejuvenation of Madeira Island as a tourist 

destination, it is important to acknowledge its limitations. Firstly, due to time constraints, this 

study is of a cross-sectional nature. Therefore, the authors are not able to observe the potential 

rejuvenation phenomenon over a longer period of time.  

Secondly, the study relied on primary data collected through interviews. Although interviews can 

provide deep and insightful insights, additional data collection methods like surveys could 

provide data from a potentially bigger sample of participants, and ensure against biases and 

limited perspectives. Including additional data sources and employing quantitative methods 

could also enhance the robustness of future studies. 

Another limitation due to time constraints, which complicates analysis and the ability to reach 

saturation, is the small-scale number of interviews conducted for this study. Essentially, this 

could be a potential threat to the credibility of the findings. Furthermore, one of the participants 

opted to answer the questions in written form which could be a threat to credibility as the 

answers could be subject to participant bias. The aforementioned limitation presents the risks of 

limited clarification, the potential for misinterpretation and the lack of non-verbal cues. 

The final limitation of the research is that the potential rejuvenation process in Madeira Island is 

time-dependent and in the future, the same method might not be appropriate, which can 

significantly affect the transferability. 

7.5. Future Research 

This study opens up avenues for future research on dynamic capabilities and destination 

rejuvenation. Further investigations could explore the applicability of destination capabilities in 

different contexts and assess their impact on tourism outcomes. Additionally, conducting 

comparative studies across multiple destinations would enable a better understanding of the 
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factors influencing successful rejuvenation efforts. The research focused solely on Madeira 

Island, limiting the generalizability of the findings to other destinations. Future research should 

explore similar dynamics in different contexts to validate and expand upon these findings. 

Future research could also explore the role of technological advancements and digital 

transformation in destination rejuvenation, as well as the long-term sustainability implications of 

such processes. Finally, investigating the evolving dynamics of destination rejuvenation post-

pandemic and its effects on tourist behavior and preferences would provide valuable insights for 

destination managers and policymakers. 

In conclusion, this study highlights the importance of dynamic capabilities, specifically 

destination capabilities and entrepreneurial capabilities, in the rejuvenation of Madeira Island as 

a tourist destination. The findings contribute to the existing literature by expanding the 

understanding of dynamic capabilities in the context of destinations and providing practical 

implications for destination managers. While the study has its limitations, it lays the groundwork 

for future research to further explore the complexities of destination rejuvenation and the role of 

dynamic capabilities in facilitating successful transformations. By embracing these findings and 

recommendations, destinations can enhance their ability to adapt, innovate, and attract diverse 

market segments, ultimately ensuring their long-term sustainability and competitiveness in the 

tourism industry. 
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Appendices 

Appendix 1: Operationalization of the semi-structured interviews  

 

Focus Area Question 

Repositioning 

 

 

 

1. How is Madeira Island unique compared to 

other popular island destinations? 

2. Who is the main visitor now and who are 

you trying to attract in the future? 

3. How has the image of Madeira Island 

changed in the minds of tourists since 

before the COVID-19 pandemic up until 

now? 

4. How would you want the image of 

Madeira to change in the future in the 

minds of tourists? 

5. What kind of promotional activities are 

you implementing to change the image of 

Madeira? 

6. Who are the stakeholders that partake in 

the image transformation activities of 

Madeira? 

- What is the role of local entrepreneurs? 

- What is the role of the local authorities? 

7. Is Madeira making any efforts to retain its 

traditional tourist segment i.e. older 

generations?  

Diversification 8. Are there any new products or services that 

your company introduced during or after 

COVID-19 to attract a new audience? 

9. What are the new products and services in 

the tourism industry that are developed to 

attract a new tourist audience in Madeira 

Island? 
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Dynamic Capabilities 10. What do you think would be the challenges 

for Madeira Island and the local businesses 

in attracting an additional tourist market?  

11. What are the activities that would be put in 

place to tackle these challenges? 

12.  How are the local entrepreneurs preparing 

internally in their companies to 

accommodate/excite the new visitors? 

13.  Is there any expertise/new knowledge that 

you/local companies have developed 

internally during this process? 

- In terms of how the company is managed? 

- In terms of how the company processes are 

operated? 

- In terms of the resources used in the 

company? 

14.  What natural resources can be used in a 

new way to attract new visitors? 

15.  Can you give some examples of 

technological innovations that have been 

used throughout this process? 
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Appendix 2: Interview Guide 

  

21.04.2023 

  

  

Rejuvenation of Madeira Island: Questions 

 

First, we want to thank you for choosing to participate in our study. We appreciate you 

taking the time to answer our questions. Madeira Island is a beautiful region which has 

been an active tourist destination for many decades with loyal visitors.  Nevertheless, after 

diving deeper into the media source available online, it seems that the islands are taking 

active steps to attract younger visitors. The authors of this study found this ongoing process 

to be extremely compelling as a potential subject for research. 

Therefore, the purpose of the research that is being conducted is to investigate which 

capabilities enable the repositioning and diversification to rejuvenate Madeira Island as a 

tourist destination. The researchers will aim to delve into how local tourism entrepreneurs 

in Madeira contribute to the transformation of the islands.  

 

 

This research is undertaken by Ivelina Petkova and Sofia Rosin as a part of the International 

Marketing and Brand Management Master’s programme degree (thesis) project at Lund 

University. On a final note, in case you mention sensitive information in your answers that 

you do not want to be published, please let us know. 

  

Please do not hesitate to contact us if any questions arise: 

sofia.rosin99@gmail.com - ivelinavpetkova@gmail.com  

 

  

1. How is Madeira unique compared to other popular island destinations? 

 

2. Who is the main visitor now and who are you trying to attract in the future? 

  

3. How has the image of Madeira Island changed in the minds of tourists since before the 

COVID-19 pandemic up until now? 

  

4. How would you want the image of Madeira to change in the future in the minds of 

tourists? 
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5. What kind of promotional activities are you implementing to change the image of 

Madeira? 

  

6.  Who are the stakeholders that partake in the image transformation activities of Madeira? 

-    What is the role of local entrepreneurs? 

-    What is the role of the local authorities? 

  

7. Is Madeira making any efforts to retain its traditional tourist segment i.e. older 

generations? If so, in what ways? 

  

8. Innovative new products or services can play a significant role in promoting a tourism 

destination. 

  

-    Are there any new products or services that your company introduced during or after 

COVID-19 to attract a new audience? 

  

9.  What are the new products and services in the tourism industry that are developed to 

attract a new tourist audience in Madeira Island? 

  

10.  What do you think would be the challenges for Madeira Island and the local businesses 

in attracting an additional tourist market? 

 

11.  What are the activities that would be put in place to tackle these challenges? 

  

12.  How are the local entrepreneurs preparing internally in their companies to 

accommodate/excite the new visitors? 

  

13.  Is there any expertise/new knowledge that you/local companies have developed 

internally during this process? 

-    In terms of how the company is managed? 

-    In terms of how the company processes are operated? 

-    In terms of the resources used in the company? 

  

14.  What natural resources can be used in a new way to attract new visitors? 

  

15.  Can you give some examples of technological innovations that have been used 

throughout this process? 
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Appendix 3: List of Respondents  

 

Respondent № Profession Business sphere Company/Organization 

1 Manager Food & Beverage Art Food Corner Madeira 

2 Project Manager Government/Private Startup Madeira 

3 Cook & Hostel Manager Hospitality Hostel Jaca | Fractal (NGO) 

4 Creative director/President 

NGO/ 

Cultural Association 

1. ARTE.M cultural association 

2. Art Center Caravel 

5 Managing Director Tour guide Madeira Sidecar Tours/Friendly tours 

6 Community Manager NGO 

Madeira Friends International 

Community Association 

7 Sales & Community Manager Private company Sangha Cowork 

8 

Regional Secretary for 

Tourism and Culture 

Governmental 

organization 

Governo Regional da Madeira (The 

Regional Government of Madeira) 

9 Entrepreneur Hospitality Palheiro, PM Hospitality 

10 Head of Innovation Hospitality Savoy Hotel 

11 Hotel Manager Hospitality Pestana Hotel CR7 
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