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The ambition to grow tourism revenues by 50% and what it means for the Highlands and Islands of Scotland

Purpose
To present some of the opportunities and challenges facing the tourism industry in the Highlands & Islands as it works towards achieving the shared industry/government ambition of increasing tourism revenues by 50% by 2015.

Background

The ambition to grow Scottish tourism revenues by 50% was jointly agreed by the then Scottish Executive and the industry in 2005 and forms the overarching goal of the national tourism strategy, the Tourism Framework for Change (TFFC), published in March 2006. It has subsequently been endorsed by the new Scottish Government. 

2005 figures for tourism in Scotland were determined during 2006 and show a value of £4.2 billion generated by 17.2 million visitors.

Since publication of the TFFC, much work has been done through various industry led groups to provide a coordinated approach to delivery of the various targets set out within the strategy.

Almost three years in to the 10 year timetable, it is evident that, despite strong growth levels in world tourism, Scotland is not on a natural trajectory to achieve its 50% growth ambition.  It is also clear that growth is not happening with equal vigour in all parts of Scotland and in all sectors of the industry.

This paper seeks to outline specific issues affecting the performance of tourism in the Highlands & Islands and suggests ways which members of the Convention may seek to support the industry to achieve its growth ambition.

Market and Industry context  

The latest figures for Highlands & Islands tourism suggest that the area attracted 4.1 million visitors in 2006 who stayed a total of 18 million nights and spent just over £1 billion.

Within these totals, domestic (UK) visitors accounted for 83% of visits and 80% of the total spend, the balance being made by international visitors.  In terms of spend, the USA, Germany and Canada are the most important overseas countries of origin of international visitors.


Setting these figures in a Scotland wide context, with only 8.6% of Scotland’s population, the Highlands & Islands yields 25% of Scotland’s annual tourism revenue.

Employment levels too are significant, with 13% (or 24,000) of the workforce in the Highlands & Islands employed in tourism compared to the Scotland figure of around 9%.  Excluding the self employed, it is estimated that around 2,600 businesses involved in tourism in the area, the vast majority are SMEs or micro businesses. This would suggest that that tourism is the largest private sector employer in the region.

Occupancy levels for both serviced and self catering accommodation have remained relatively static over the past five years at around 60%. This compares favourably with Scotland wide figures where hotels are recording 63% and self catering 55%.  Guest houses and B&Bs are achieving around 40% (Scotland 47%) and caravan and camping have been increasing steadily to a peak in 2006 of around 40%, which matches the Scotland average.

The most visited attractions are located on the mainland with six achieving in excess of 100,000 visitors.  All visitor patterns show a highly seasonal visitation profile with a much greater peak in the July/August, summer months and poorer shoulder performance when compared to the rest of Scotland.

Challenges facing the tourism industry in the Highlands & Islands

Transport and Access

Businesses and communities in the Highlands & Islands regard transport inadequacies as the biggest constraint on tourism and general economic development.   Transport challenges can and do prevent rural areas achieving their full tourism potential.    
Access deficiencies include limited rail timetables, long journey times and restricted peak season passenger capacity and car ferry services that can present both capacity problems and cost deterrents. The proposed RET (Road Equivalent Tariff) ferry fares pilot to the Outer Hebrides is likely to exemplify heightened demand and economic benefits from new approaches. The road infrastructure – particularly given the distances from the Highlands & Islands to key markets - is poor.  Serious deficiencies on the A82, A9, and A96 have been well publicised. 
Air services to Inverness from other UK regions  have improved significantly, and there is now also a seasonal service from London Stansted to Shetland, but international connections have deteriorated. The recent loss of BA and bmi services to London Gatwick and Heathrow have made through – ticketing via these airports more difficult and there is currently no connection to an alternative.  The opportunities for international connections have deteriorated. However, it is hoped that there will be some international route development in 2008-9, which may start to address this situation.  Air travel costs on routes within Scotland to the Highlands & Islands can also be prohibitive for visitors.   

Fragmentation and size of business units

The industry in the Highlands & Islands is characterised by widely scattered small businesses (79% of tourism businesses employ 1-10 people, and 93% employ fewer than 25 people).  Without skilled development of products, services and markets, problems including seasonality and distances from suppliers and markets can mean tight margins.  This can result in minimum wage jobs and staff retention and recruitment difficulties. 
Variability of quality of product

The diversity of outdoor, cultural and environmental experiences has long been a magnet for visitors to the Highlands & Islands and as a result of strong industry leadership in recent years new niche markets – for which the highest quality has been recognised as a pre-requisite – have been developed in, for example wildlife tourism; mountain biking; and music festivals.  The percentage of 4 star accommodation in the Highlands & Islands is higher than in Scotland generally and there has been dramatic improvement in the food offering in recent years.  Despite this, the overall quality of product and associated service amongst individual tourism businesses throughout the Highlands & Islands, and Scotland, is still recognised as inconsistent.  

Business Competitiveness

The 50% growth ambition will be achieved and sustained only if we develop a tourism sector full of businesses which are highly competitive in their own right, with world-class infrastructure and management.  Strong business leadership and excellence in market – led product quality and service will be crucial in achieving competitive global advantage. Visitors – many of whom have experienced the best destinations worldwide – expect Scotland to deliver a quality destination experience at regional level.  
Investment in new and improved product and skills

The great strength of the Highlands & Islands is the considerable opportunity for development of a diverse range of products for visitors. There must, however, be an emphasis on developing products of the highest quality to enable the region to compete for high spending visitors in environmentally sustainable ways. In this respect the natural and cultural assets of the Highlands & Islands offer considerable potential.  Already the development of niche products such as mountain biking; food experiences;  sailing;  wildlife tourism; and ancestral tourism has demonstrated the capability of these sectors to act as a catalyst for major events.   

The tourism and hospitality industry is characterised by low barriers to entry, with many owners / managers operating without all the necessary skills nor believing there is a need to acquire them or invest fully in development of the workforce. This can blight the attractiveness of the industry as a career choice. 
Staff recruitment and retention 

Staff recruitment and retention is a major challenge for the tourism industry in the Highlands & Islands, particularly in the more remote and fragile localities.  
The influx of labour from Eastern Europe has alleviated supply problems for many businesses over the last few years.  However, industry leaders, working with the public agencies (particularly Skills Development Scotland and Careers Scotland) must place particular emphasis on enhancing the image and reality of the tourism and hospitality industry as a career. 
Linked to this is the need for more affordable housing, a significant issue in many parts of the Highlands & Islands, in order both to attract and retain staff.

Seasonality

As with other parts of rural Scotland, the Highlands & Islands exhibits classic seasonal visitation patterns, with the majority of visitors over -nighting and visiting attractions in the traditional peak season months of June – September, leaving occupancy and visit levels in the remaining months of the year well below capacity.

The underutilisation of available capacity leads to reduced sustainability of the tourism product.  This manifests itself in the form of poorer quality employment opportunities, reduced investment in the quality of the product, service standards and marginal economic viability.

Whilst some effort has been made through targeting of events in the off season and the development and marketing of products that are best experienced in the spring, autumn and winter months, a much greater concerted effort is needed if this issue is to be tackled effectively.

Coordinated Marketing Effort

The Highlands & Islands of Scotland are hugely important to Scotland’s overall appeal as a tourism destination.  The area is renowned internationally for its breathtaking scenery, history, culture and hospitality. This well deserved reputation is reflected in the perceptions our visitors have of Scotland before they come here.  Over 90% say that the picture they have of the country is based around scenery and an unspoilt natural environment.

Much of that imagery, and increasingly what can be done within it in terms of touring, active, culture and heritage experiences, forms a key part of VisitScotland’s marketing efforts to attract visitors to Scotland.

It is recognised that different parts of the Highlands & Islands and more discrete destinations wish to market themselves as being unique and special.  Equally, tourism businesses collectively spend a significant amount at their own hand or in partnership with others to market and promote individual products and locations.

The key to the success of this spend is to ensure that it is properly founded in consumer research and that the activity arising from it matches the needs of visitors and is aligned to the national tourism brand and marketing activities.

Undoubtedly one of the greatest challenges for the whole area is to ensure that the visitor experience, both in terms of quality of the product and service, matches the marketing promise.

Some Opportunities and Activities to Stimulate Growth

A business development perspective      

An industry philosophy which constantly strives for effective leadership in all individual businesses associated with tourism, and a commitment to provide excellence to the visitor, is imperative if business development objectives are to be achieved.  
Accordingly, in implementing the national tourism strategy (‘The Tourism Framework for Change’) business leaders and the public agencies have recognised, for example,  the business requirement for easy access to appropriate market intelligence by jointly supporting  the new organisation ‘Tourism Intelligence Scotland’;  the vital importance of innovation (driven by appropriate research) by supporting the industry – led ‘Tourism Innovation Group’; and  the establishment of the ‘Pride and Passion’ project to inspire, within everyone associated with Scottish tourism,  a culture of quality service and warmth of welcome.  
Locally, at individual business level, public agencies are working in partnership to support businesses to identify and exploit international business opportunities; increase e-business proficiency; intensify leadership and workforce skills; and maximise cross-selling between businesses.   
In the context of product development there are opportunities to maximise the interaction of tourism and hospitality with other sectors of the Highlands & Islands economy.  Current work fostering food and drink links with tourism exemplifies the benefits of this approach and there is considerable untapped potential in developing links with retailing; the arts; sport; and music.
The involvement of Highlands & Islands community and voluntary sectors in tourism (for example in genealogy; the environment; and events) has increased significantly in recent years and there are opportunities to maximise the quality and extent of their work as a significant contributor to the 50% growth ambition.   
Fragmentation and size of business units

In recognition of this challenge,  Highland & Islands Enterprise’s support for businesses places particular emphasis on assisting businesses to develop commercial leadership and management capabilities; working with peer groups to inspire more positive attitudes and customer service excellence; providing tools for workforce development; and assisting e-tourism capacity in business, for on-line marketing, booking, customer relationship management and business collaboration platforms.   
Transport

Without losing sight of the need for significant transport infrastructure improvements, there are a number of short term achievable measures that would make a difference to the visitor experience.  These include tourism friendly ticket pricing and timetables, ease of purchase, quality of rolling stock and vehicles, bike space on trains and buses and smarter and more joined up marketing.

Variability of quality of product

This issue is being addressed through private sector industry leadership, for instance in the ‘Pride and Passion’ programme conceived by the ‘Tourism Innovation Group’ and supported by HIE in its area.  HIE has been developing its own business improvement tools to combine business leadership, workforce development and other activity in coherent programmes.   
Business Competitiveness

Local ‘Destination Development’ techniques piloted, for example, by business and public agency partnerships at Aviemore and Cairngorm; Loch Ness; Arran and in the North Highlands are enhancing the overall visitor experience, amenities and market positioning of these locations. This innovative environment yields enhanced leadership and workforce skills; increased repeat business; word of mouth and ‘viral’ on – line referral; premium visitor products; and cross-selling between businesses including the lucrative retail sector.          

Investment in new and improved product and skills

Building on the work already started by HIE and Scottish Enterprise, there should be an emphasis on further development and extension of leadership programmes for the tourism industry (e.g. ‘Hospitality Assured’).  This could be complemented by the alignment of other schemes and business performance programmes (e.g. ‘100K Welcomes’ and ‘Going Green’) to avoid industry confusion and to ensure a more cohesive approach.
The Tourism Prospectus

An indepth analysis of the data supporting the growth ambition suggests that the desired increase in revenues will not come by increasing visitor numbers by 50%.  Indeed one scenario suggests it is more likely to be delivered by a combination of increased numbers (26%), length of stay (2%) and spend (16%), with business tourism and international visitors offering the greatest opportunities to stimulate spend over the next eight years.

Further interrogation of the figures making up the national £2.1 billion target, points to the need for a much more focused approach to tackling the growth challenge.  This will mean building on all the work already being delivered within the Tourism Framework for Change, but providing a greater focus on key drivers which, if stimulated, will produce growth that can be directly measured.

VisitScotland’s Tourism Prospectus document, which attempts to quantify, at a national level, where the 50% growth might come form suggests that five of these drivers relate to investment, capacity utilisation, incremental marketing, cross selling and marketing positioning.

Applying this thinking and analysis to the Highlands & Islands could lead to the following:

	Drivers for growth
	Highlands & Islands share of national growth (25%)
	Possible areas of activity which may assist achievement of this growth

	Capital Investment
	£87 million
	Targeted inward investment, fast track planning, transport infrastructure, water infratsrtucture, events, facilities linked to sustainable tourism, adventure/active sports

	Incremental Marketing
	£96 million
	Scotland for the Scots, ancestral, freedom, active/adventure islands, culture, events, wildlife

	Marketing Positioning
	£132 million
	Training, innovation, support for Destination Management Organisations, quality schemes, food, awards/ambassadors

	Capacity Utilisation
	£77 million
	Events and festivals, off peak marketing, business incentives, transport pricing incentives, improved use of IT/new media

	Cross Selling
	£108 million
	Information provision, joint working, visiting friends and relatives promotions, packaging, improved linkages between accommodation/transport/attractions, events, catering

	            TOTAL                      
	£500 million = 25% of £2 billion target
	


The challenge is to convert this thinking and the actions of all the organisations, groups and individuals involved in the promotion and development of tourism in the Highlands & Islands into a more detailed business plan.

This plan would provide a framework within which to allocate responsibilities and targets for the delivery of the growth ambition, give a mechanism to ensure strategic alignment of public sector support and help provide prioritisation for investment and activities.
In short the plan would clearly identify what needs to be done, who needs to do it and what the outcomes will be.

Much work has already been done by the Area Tourism Partnerships covering the Highlands & Islands.  This needs to be revisited in the light of the challenges outlined in this paper.
New Media and Information Technology

The revolution in information technology has dramatically and irrevocably altered the landscape in which both tourism customers and tourism businesses operate.  The quantity of information available to us all has grown enormously as have the channels through which we receive it.  People expect relevant information, where they want it, when they want it through a whole range of different routes and methods.  Businesses must adapt by getting online, selling online, building customer databases and creating rich and informative online content. 


The challenge is to make sure that operators are fully skilled to maximise the benefits available throughout all new media channels and that the broadband and mobile infrastructure is of a sufficient quality and speed to ensure that businesses within the Highlands & Islands are not put at a competitive disadvantage.

Sustainable Tourism Development 
The challenge for the tourism sector in the Highlands & Islands will be to achieve growth and remain economically competitive while embracing environmental and social sustainability.  In the long term, that very competitiveness will depend on sustainability.  To address this there will need to be an emphasis on retaining and increasing revenue from tourism, but at a lower cost to the environment and our distinctive cultures and a higher value to Highlands & Islands communities. 
Tourism drives regeneration and economic development as well as enhancing the quality of life of resident communities and visitors. Making tourism more sustainable will contribute significantly to the sustainability of all Scottish society.
Sustainable tourism has the following characteristics:

Economic prosperity 

· long term competitive and prosperous tourism businesses 

· quality employment opportunities, fair pay and conditions for all employees 

Social equity and cohesion 

· tourism that improves the quality of life of local communities
· community involvement in tourism planning and management
· safe, satisfying and fulfilling visitor experiences

Environmental and cultural protection 

· reduced pollution and degradation of the global and local environment 

· tourism that maintains and strengthens biodiversity

· tourism that maintains and enriches our unique and diverse culture
We know that people are more aware of sustainability issues.  However, there are a number of key opportunities for the Highlands & Islands and challenges in translating this into action.  In many instances, consumers cannot find the information they need on sustainable tourism.  This includes information both on accommodation and on attractions.  It occurs at all stages of consumers planning a holiday and when they arrive at a destination.  

There are a number of different factors that consumers are looking for in sustainable accommodation.  Factors that contribute the most to the local economy and to communities include use of locally sourced/organic food, information on the local area, networks of sustainable businesses, employment of local people, bicycles for hire, and pick up from local station.  There is a need to make sustainability more visible to consumers, for example by raising the profile of GTBS.

There are a number of opportunities for developing sustainable tourism around the natural heritage.  The Highlands & Islands are particularly well placed to make the most of the outstanding scenery and wildlife that are consistently rated as the most important factors in attracting visitors to Scotland.  The National Parks and National Nature Reserves have a clear identity and ‘brand’ but National Scenic Areas are less well known but have the potential to attract tourists to Scotland’s most attractive scenery.  
There has been an increase in those taking part in adventure sports, wildlife watching and walking tourism.  These specialist activities are becoming main motivators for a Scottish holiday.  As they are often made in the shoulder months of April and September they can contribute to extending seasonality as well as lengthening the stay of individual tourists.  Some of these visitors are willing to pay an additional 10% for sustainable tourism.  Schemes which generate income for local projects should be more actively developed and promoted.
The tourism industry is a significant contributor to greenhouse gas emissions and it will be a key challenge of the industry to respond to climate change if it is to grow in a sustainable manner.  Challenges include providing information on how to access tourist destinations on public transport but also providing a more joined up service between transport providers.  
Alongside the 50% growth target, there is a twin aim to be the most sustainable destination in Europe.   Is this something that the Highlands & Islands could lead on?  
In the long term, the competitiveness of the tourism sector will depend on sustainability.
Conclusions 

Tourism represents a very significant part of the economy of the Highlands & Islands, employing around 13% of the workforce and generating over £1 billion which represents 25% of the total Scottish tourism spend.

There are a number of significant challenges facing the tourism industry in the Highlands & Islands as it works towards the goal of achieving a 50% growth in revenues by 2015.

It is encouraging to note that the main public agencies responsible for tourism promotion and development in the area, working in partnership with the private sector, have a range of plans and activities in place aimed at tackling these challenges.

The five levers for growth, articulated within VisitScotland’s Tourism Prospectus, provide a highly focused and measurable approach to stimulating a joint approach to tourism growth.

In the long term the competitiveness of the tourism industry within the Highlands & Islands will rely upon pursuing an approach which is sustainable economically, sociably and environmentally.
Some Questions to stimulate debate amongst convention members
· Is the 50% growth ambition achievable in the Highlands & Islands?

· Which key barriers to growth can the Convention help to reduce or remove?

· How can the public sector effectively engage with the private sector in achieving growth?

· How collectively can we make a measurable difference?

· What would be our short list of ‘quick wins’ to move the agenda significantly forward?

· Could the Highlands & Islands take a lead on the sustainable tourism agenda and if so how?

This paper has been produced as a result of a joint effort led by VisitScotland with input from Highlands & Islands Enterprise, Scottish Natural Heritage and the appendix is provided by Shetland Islands Council.
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Appendix
Shetland – A Case Study “Making a Success out of being Different” by Shetland Islands Council
Shetland’s tourism industry has to overcome more daunting barriers than exist elsewhere in Scotland, especially when it comes to travel costs and the short visitor season.  The strategy adopted to meet these challenges gives the highest priority to information technology, particularly the website, using it both to help people plan trips and to enrich their experience while they’re here.

The VisitShetland website is one of the most comprehensive tourism sites to be found anywhere and it works extremely well.  The site manages to be both easy to use and very innovative.  As well as downloadable brochures in seven languages, it has

· an internet radio station with information and music and internet television with live video

· webcams at six sites

· an online shop that includes a large library of images for sale; and

· the ability to chat online with tourist staff.

The website concentrates on hard facts.  For example, its offering of live video, whatever the Shetland weather may be doing, emphasises the VisitShetland commitment to being totally honest with its customers.  The website is only one element, though.  There’s an interactive, CD ROM version of the brochure.  A system allows visitors to receive daily events information by text message to their mobile phone.  Places like local heritage centres, cafés and post offices work as partners with the main office in Lerwick in such a way that they can provide local information throughout Shetland and, in some cases, help with call handling at busy times.  

However, it’s not just in its approach to technology that Shetland is distinctive.  Shetland is a long way north, as close to Bergen or Torshavn as we are to Aberdeen.  Although these islands have been part of Scotland for around 600 years, the legacy of Scandinavian rule is unmistakeable.  It’s most obvious in such things as the local dialect, the place-names, the traditional boats and some of the architecture.  But it feels different, too, for both local people and visitors.  So, whilst Shetland is indisputably part of Scotland, it’s a very different part of Scotland.  That distinctiveness is an asset for Shetland but it also adds variety and surprise to Scotland’s offer, thereby strengthening it.

Being a long way from anywhere else may be Shetland’s greatest weakness but is also a great strength.  With just 22,000 people, there’s no excuse not to know and talk to people.  The best of what has been achieved here has come about through partnership.  When people work together, innovative solutions to seemingly insurmountable challenges emerge.  Examples include a project involving migrant workers, where direct links were made between training institutions in the Czech Republic and hotels, other tourism operators and a college in Shetland.  There is also a co-ordinated range of area and thematic leaflets offering insights into every aspect of Shetland.

Shetland has been remarkably successful in increasing visitor numbers over recent years.  In five years, numbers are up by 57% and income by 38%.  To what can that be attributed?  In part, there is a new enthusiasm for tourism, rooted in a need to diversify an economy that’s been heavily dependent on fish and oil.  There’s also been a desire to bring tourism’s benefits to a wide cross-section of local people.  Partly, it’s because there has been increased awareness of Shetland’s very special, very distinctive cultural and natural heritage.  Shetland has featured prominently in television programmes such as Springwatch and Coast and the new five-star museum is just the latest of many assets.  However, it’s important to notice that - like other local highlights, including of course Up Helly Aa - it wasn’t created principally for tourists.  What Shetland offers is what Shetland people cherish.  Shetland’s welcome is an invitation to share these things.  That approach has an integrity that may be less obvious in the development of tourism in other parts of the world.  It also chimes with what is clearly a strong interest among Shetland’s customers in having a holiday but also learning new things.

There is a link here with the other work that Shetland is doing in approaching the marketplace.  These islands are undertaking solid research into understanding the market and engaging with customers.  In tourism, there have been regular visitor surveys that clearly demonstrate the extent to which people welcome the visitor information on offer.  Understanding the market is the first essential step in building confidence and makes it much more likely that Shetland can successfully meet customers’ needs and earn an enduring reputation based on their experiences.

Such an approach is to be commended as it reflects the national strategy of presenting to the consumer a national dish with local flavour.  In this, local distinctiveness is promoted within the context of broader consumer demand and capitalises on the national marketing effort.
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