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Summary

Tourism is the UK’s fifth largest industry, employing over 1.4 million people and
generating over £85 billion for the economy per annum. The Department for Culture,
Media and Sport (DCMS) is the sponsor Government Department for tourism, while the
promotion of UK destinations overseas is the responsibility of VisitBritain, a non-
departmental public body. The English Regional Development Agencies (RDAs) have
responsibility for regional tourism development, while some local authorities also choose
to invest in and promote their destinations.

The UK tourism industry is experiencing a challenging period. In the past decade there has
been little growth in the domestic tourism sector (i.e. tourism within the UK) which
accounts for 80% of the value of the industry. The remaining 20% comes from inbound
tourism (i.e. tourism into the UK from overseas). Inbound tourism grew significantly
between 2004 and 2006, yet the UK has still under-performed in comparison to the world
average. Tourism is becoming an increasingly competitive global industry as new
destinations emerge. The growth in inbound tourism experienced in the UK up to 2006
has not continued and it is projected that the UK’s global share of the market will continue

to fall.

Despite VisitBritain exceeding its return on investment target of 30:1 set by DCMS, in the
2007 Comprehensive Spending Review (CSR), it was announced that the Grant-in-Aid
funding for VisitBritain from DCMS will gradually be reduced, from £49.9 million in
2007-08, to £40.9 million in 2010-11. DCMS justified the cut by insisting that there are
“efficiencies” VisitBritain could make, but we found no evidence to support this claim. We
find DCMS’s attempted explanation of its decision wholly unconvincing and we urge it to
reconsider the funding settlement. VisitBritain is currently undertaking a strategic review
of support for tourism in the UK, and this is expected to identify how it should operate
under the reduced funding settlement. While we recognise that a certain amount of
readjustment on the part of VisitBritain will be necessary, we urge it to prioritise the
maintenance of its overseas offices, which play a vital role in promoting the UK.

The London 2012 Olympic Games and Paralympic Games represent a major opportunity
for the UK’s tourism industry. While the 2008-12 Olympiad, including the 2012 Games
period itself, is not expected to lead to a massive influx of visitors to the UK, the legacy
benefits that a successful Games could generate are far more significant. The Games
present a chance to showcase London and the UK on the world stage, and in particular to
emerging markets such as China, Russia and India. DCMS has published a tourism
strategy for the Games, yet it is difficult to see how this can be delivered in light of the
funding cut for VisitBritain. We find it regrettable that the Government is committed to a
CSR settlement so close to London 2012 with a substantial funding reduction for the body
responsible for marketing the UK overseas.

The English local authorities spend a total of £126 million per annum on tourism.
However, support for the tourism sector is only a discretionary function of local
government, which means that it is always susceptible to a reduction in funding when
budgets become tight. We conclude that there are insufficient incentives for local




authorities to invest in tourism. In local authorities where tourism represents a significant
sector of the economy, investment in the industry should be seen as a necessity rather than
a luxury.

The Committee is concerned by the lack of confidence that the tourism industry appears to
have in DCMS, which has been widely criticised for not adequately representing the
industry across government. We are also discouraged that responsibility for tourism has
been so frequently transferred between departmental Ministers—seven Ministers since
June 1997—creating an impression that tourism is viewed by the Government merely as an
afterthought. We would like to see more consistent evidence that tourism is becoming a
mainstream issue in government. We would also like to see DCMS provide a stronger
strategic lead to the industry.

The Government has concerns that the quality of serviced accommodation in the UK too
often falls short of the required standard. Raising the quality of accommodation is essential
to improving the industry and the National Quality Accreditation Schemes (NQAS), a
voluntary system of quality assurance in the accommodation sector, is an important tool in
this regard. We support the Government’s efforts to increase the number of accredited
accommodation providers within a single recognised scheme. However, the scheme should
become more flexible so as not to disadvantage smaller or unorthodox accommodation
providers, while the cost of accreditation for smaller providers should be reduced in order
to take account of their lower turnover.

The UK is perceived to offer poor levels of customer service and quality of “welcome”.
Heathrow airport is a classic example: the current reputation and passenger experience of
Heathrow acts as a significant disincentive to many people considering visiting the UK.
Over £500 million is spent by the public sector alone on skills development in the tourism
industry, yet customer service, management and craft skills are too often lacking. While we
are encouraged that initiatives to address the skills deficiencies that are constraining the
industry are now in place, we call on the Government and its agencies to place greater
emphasis on co-ordinating and promoting these opportunities. The tourism industry is
also heavily reliant on migrant workers. We would like to see the Government make
greater efforts to attract the locally unemployed to the industry.

The cost of a visit to the UK is more expensive than a visit to the majority of other
countries. This is partly due to the charges payable by overseas visitors to the UK: an
average of £207 per person in visa, taxes and other government charges. A UK visa costs
£65. This compares unfavourably to the €60 cost of a Schengen area visa, which permits
access to 21 European countries. There is evidence that high visa costs are a contributory
factor towards the recent drop-off in inbound tourism revenues. We support plans for a
“Schengen add-on visa”, which would make visits to the UK for those already holding a
Schengen visa a more affordable proposition. We also support moves to introduce a
cheaper, short term, single entry visa. Finally, we recommend that the Government reviews
options that would make obtaining a visa a simpler process for prospective visitors,
without compromising the UK’s national security.

Statistics on the tourism industry were widely criticised in our inquiry for their inaccuracy
and inadequacy, disadvantaging tourism in comparison to other industries. In 2004,
DCMS and the Office for National Statistics commissioned a review of tourism statistics.




The findings of the review drew wide support from the industry. Yet it is clear that its
recommendations have thus far been implemented only in a very limited and piecemeal
fashion. There has therefore been very little benefit to the industry as a result. However, we
are encouraged by the recent announcement of plans to develop a Tourism Intelligence
Unit which will look again at the review’s recommendations.

The profile of environmental issues is growing within the tourism sector, as the public
demands that tourism businesses become “greener”. However, waste recycling and
transport are two areas in which there is clearly still scope for the industry to become more
environmentally sustainable. The Government should take a lead in rewarding
accommodation providers that operate in a sustainable manner, by making sound
environmental practice a pre-requisite for the acquisition of accommodation contracts for
the Government and its sponsored bodies.

The Committee recognises that the introduction of Double British Summer Time does not
have universal support. However, there is a growing body of convincing evidence
demonstrating the benefits of the proposal, not least in terms of energy savings, road safety
and increased tourism revenue. On the other hand, there are objections that different time
zones within the UK would not be feasible nor desirable. We call on the Government
therefore to consult widely on this matter to see if a consensus could be reached.







1 Introduction

1. Tourism is the UK’s fifth largest industry. It employs over 1.4 million people and
generates at least £85 billion for the economy per annum.' Due to the importance of the
industry to the UK economy, tourism is a topic that this Committee’s predecessors have
tended to revisit every few years. While the last inquiry mainly focused on the structure of
the industry,* this inquiry is broader, examining issues from governance and funding, to
skills and the environment. We consider a number of challenges and opportunities for
tourism in the UK, not least those presented by the London 2012 Olympic Games and
Paralympic Games.

2. The Committee’s inquiry into tourism has been long-running, with the initial call for
evidence made in January 2007. The terms of reference we announced were as follows:

e The challenges and opportunities for the domestic and inbound tourism industries,
including cheap flights abroad, and their impact on traditional tourist resorts;

e The effectiveness of DCMS and its sponsored bodies (such as VisitBritain) in
supporting the industry;

e The structure and funding of sponsored bodies in the tourism sector, and the
effectiveness of that structure in promoting the UK both as a whole and in its
component parts;

o The effect of the current tax regime (including VAT and Air Passenger Duty) and
proposals for local government funding (including the “bed tax”) upon the industry’s
competitiveness;

e What data on tourism would usefully inform Government policy on tourism;
e The practicality of promoting more environmentally friendly forms of tourism; and
e How to derive maximum benefit for the industry from the London 2012 Games.

3. The Committee has gathered a broad range of views, both in written and oral evidence,
over the past eighteen months. In fact, the inquiry ranks as one of our largest, with over
100 submissions of written evidence and eight oral evidence sessions. The witnesses at the
oral evidence sessions represented the different interest groups in the industry. They
included local authorities, Regional Development Agencies (RDAs), tourism associations,
private businesses, marketing bodies (including VisitBritain), specialists on tourism
statistics, and the Department for Culture, Media and Sport (DCMS).

4. In addition, in March 2008, we spent two days on a visit to the South-West of England,
with the majority of our time spent on the “English Riviera” in Torbay. It provided an
excellent opportunity to see at first hand the challenges facing a traditional seaside resort

"Ev 196

2 Fourth Report from the Culture, Media and Sport Committee, Session 2002-03, The structure and strategy for
supporting tourism, HC 65



during the low season. During the visit we met the owners of local attractions such as
Paignton Pier, Kents Cavern caves, and Crealy Great Adventure Parks. We also held a
public oral evidence session in Torquay, where we took evidence from a number of key
figures in the local tourism industry.

5. In May 2008, the Committee visited the United States. This visit was primarily related to
another Committee inquiry into harmful content on the Internet and in video games.
Nevertheless, the Committee also met representatives from VisitBritain’s Los Angeles
office as part of its tourism inquiry.

6. Finally, tourism was the subject of a recent edition of the BBC Radio 4 phone-in
programme, You and Yours’ The Committee’s inquiry was a specific focus of the
programme. The many and differing views of those that called in provided one final angle
to our evidence: the opinions of the consumers themselves.

2 The structure for supporting tourism

7. In this chapter we outline the roles of the key stakeholders in the tourism industry:
e The Government;

e VisitBritain;

e Regional Development Agencies (RDAs);

e Local authorities and destination management organisations; and

e The private sector.

The Government

8. The Department for Culture, Media and Sport (DCMS) is the sponsor Government
Department for tourism. The Rt Hon Margaret Hodge MP has been the Minister of State
with responsibility for tourism since July 2007. Tourism is a devolved matter in Scotland,
Wales, Northern Ireland and Greater London, but DCMS retains responsibility for tourism
in England outside London.

9. DCMS had a 2005-08 Public Service Agreement (PSA) “to improve the productivity of
the tourism, creative and leisure industries”. The 2005-08 PSAs have now been replaced by
a new framework of 30 cross-government PSAs, two of which may be considered directly
relevant to the tourism industry. DCMS contributes to the PSA to “raise the productivity of
the UK economy” and it is also the lead Department on the PSA on delivering the London
2012 Games.

10. DCMS provides funding relating to tourism to VisitBritain, Visit London, People 1st
(the Sector Skills Council for hospitality, leisure and tourism) and the Regional

3 http://www.bbc.co.uk/radio4/youandyours/



Development Agencies (RDAs).* DCMS recently published its tourism strategy for the
2012 Games: Winning: a tourism strategy for 2012 and beyond.

VisitBritain

11. VisitBritain is the national tourism agency, a non-departmental public body
responsible to DCMS. Its primary responsibility is to promote Britain overseas and it
currently does so by operating in 36 different countries.’ In addition to this remit,
VisitBritain also incorporates VisitEngland, the agency responsible for promoting England
in Britain, France, Germany, the Netherlands and Ireland. VisitBritain claims that over the
three years to 2005-06, for every £1 that the Government invested in VisitBritain’s
domestic and international activity, it generated a return of £36 for the visitor economy.®
This exceeds the 30:1 return on investment ratio target set by DCMS in the funding
agreement for VisitBritain.”

12. Part-way through our inquiry, DCMS announced that Grant-in-Aid to VisitBritain
would be reduced from £50.5 million in 2007-08 to £40.6 million in 2010-11.* At the
request of DCMS, VisitBritain is currently undertaking a strategic review of how it will
operate within the reduced level of funding. We consider this issue in detail in Chapter 4.

Regional Development Agencies

13. The nine English Regional Development Agencies (RDAs) are non-departmental
public bodies that were created in 1998. They took on strategic responsibility for regional
tourism development in 2003, as part of their wider roles in promoting economic
development. Under the Regional Development Agencies Act 1998, each Agency has five
statutory purposes, which are:

“To further economic development and regeneration;

e To promote business efficiency, investment and competitiveness;

e To promote employment;

e To enhance development and application of skill relevant to employment;
e To contribute to sustainable development”.’

14. Each RDA has developed a regional tourism strategy alongside its wider regional
economic strategy, and each has designed its own delivery structures.’” The RDAs state that

4Ev 197

5 Written Answer 15 October 2007, col. 830W. VisitBritain has overseas offices in 18 countries, representatives in a further
10 countries, and a “virtual presence” in a further 8 countries.

SEv 164
7 VisitBritain Annual Report, Accounts for the year ended 31 March 2007, HC 751, Session 2006-07, page 13

8 Comprehensive Spending Review settlement. http://www.visitbritain.com/en/press/press-
releases/funding_announced.aspx

9 BERR, http://www.berr.gov.uk/regional/regional-dev-agencies/index.html
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they have typically focused their resources on the quality of the tourism product, and the
service provided to visitors, rather than on the marketing of destinations."!

Local authorities and destination management organisations

15. Local authorities are responsible for providing the basic tourism infrastructure for a
destination. Often, this constitutes facilities used by local people and visitors alike:
infrastructure such as car parks, public toilets and bins. However, some local authorities
also invest in more tourism-specific facilities such as tourist information centres. Local
authorities must also manage the impact of visitors on local environments and
communities. Finally, local authorities may also choose to market destinations within their
boundaries. Some choose to do so independently, while others market tourism at a sub-
regional level through a “Destination Management Organisation”, regional bodies
appointed by local authorities to undertake this role on their behalf.

The private sector

16. Although some large businesses do exist, tourism in the UK is an industry where small,
often family-run businesses predominate. In fact, it is estimated that 70% of tourism
businesses are small or medium-sized enterprises (SMEs).'? Tourism associations, such as
those listed below, play an important role in communicating the views held by different
sectors of the industry:

e The British Hospitality Association represents the hotel, restaurant and catering
industry;

e UKinbound represents the interests of companies deriving a substantial part of their
income from the provision of tours and tourism services for overseas visitors within
Britain;

e The British Association of Leisure Parks, Piers and Attractions (BALPPA) represents
the commercial piers, theme / amusement parks, attractions and zoos sector; and

e The Association of Leading Visitor Attractions (ALVA) also represents the attractions
sector.

Each of the above, together with 45 other tourism-related associations, is a member of the
“Tourism Alliance”. Representing a total of 200,000 businesses, the Tourism Alliance
considers itself “the voice of the UK tourism industry”."?

"EVT1
12Ev 167

'3 http://www.tourismalliance.com
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3 Tourism industry overview

The value of the industry

17. The latest estimate by VisitBritain places the value of the tourism industry to the UK
economy at £85.6 billion per year."* This figure breaks down as follows:

¢ spending by inbound visitors from overseas, estimated at £16.0 billion;

o fares paid to UK carriers by overseas residents, estimated at £2.9 billion;

e spending by domestic residents on overnight domestic trips, estimated at £21.0 billion;
¢ spending by domestic residents on tourism day visits, estimated at £44.8 billion;

e imputed rent from second home ownership, estimated at £1.0 billion."

18. However, the tourism industry is notoriously difficult to define and measure (as is
discussed further in Chapter 5: Statistics). Indeed, the British Hospitality Association, using
a more inclusive definition of the industry than that applied by DCMS, suggested that its
real worth exceeds £100 billion per year.'® This is precisely the target that DCMS is aiming
to reach (using the DCMS definition) by 2010. This will require annual growth of over 4%,
well beyond current and projected growth trends for the wider economy."’

19. In recent historical terms, the UK tourism industry grew on average by over £1 billion a
year in real terms between 1998 and 2005."* This would appear to indicate a thriving
industry, yet the evidence we heard was often to the contrary. In order to make an effective
assessment, it is helpful to consider the two main types of tourism in turn: inbound
tourism (tourists coming to the UK from overseas), and domestic tourism (those travelling
within the UK).

Inbound tourism

20. There has been significant growth in inbound tourism in recent years. Overseas visitor
numbers increased from 25.7 million in 2004 to 32.7 million in 2006."” Meanwhile,
inbound visitor spending increased from £13.0 billion in 2004, to £16.0 billion in 2006—an
increase of 23.1%.*° However, it is worth noting that this growth is a relatively recent
phenomenon; inbound visitor numbers were reasonably static from 1997 to 2004, as
shown in the table below:

'4 VisitBritain, http://www.tourismtrade.org.uk/MarketintelligenceResearch/KeyTourismFacts.asp. Figures quoted for 2006
'5 VisitBritain, http://www.tourismtrade.org.uk/MarketintelligenceResearch/KeyTourismFacts.asp. Figures quoted for 2006

16 Q 288. The British Hospitality Association’s definition includes “all catering activity”, i.e. service and self-catering
activity for the accommodation sector, all restaurant activity in terms of eating out of the home, food and beverage,
pub activity, gambling and domestic air travel

7 Ev 198
'8 Ev 196
® http://www.tourismtrade.org.uk/MarketIntelligenceResearch/KeyTourismFacts.asp

20 http://www.tourismtrade.org.uk/MarketintelligenceResearch/KeyTourismFacts.asp
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Year Inbound visitor numbers (millions)
1997 25.5
1998 25.7
1999 25.3
2000 25.2
2001 22.8
2002 24.2
2003 24.7
2004 25.7
2005 30.0
2006 32.7

Source: International Passenger Survey by the Office for National Statistics, quoted in the DCMS written
submission to this inquiry.

21. Recently, the worldwide tourism industry has boomed.* Despite the UK’s growth in
2005 and 2006, the UK has actually under-performed the average global growth rate in
inbound tourism in the past decade.” Indeed, the UK’s global market share of tourism
receipts declined from 6.5% in 1980 to 3.8% in 2005. Retaining market share is becoming
increasingly difficult, as VisitBritain explained:

“This is an extraordinarily competitive global industry, global because everyone in a
foreign country has a choice. If you are sitting in Singapore the choice is turn left to
Australia or turn right to London. That competition is growing hugely as new
markets and new destinations are brought on, on an almost daily basis, and in many
of those countries which are new to tourism in fact the infrastructure and the built
environment are newer, so there is some very good high quality competition for
international tourists looking at Britain. There is also competition for Britons
considering whether to travel in Britain or travel overseas, and I do not think anyone
sees the level of competition in this industry decreasing”.*

22. There are signs that the period of growth that the UK has been experiencing is coming
to an end. UKinbound reports a “poor summer for the industry” in 2007, while forward
bookings made each month from August 2007 to February 2008 were down on the
monthly figures for the previous year.?* Its Chief Executive, Stephen Dowd, told us in
January that he was expecting a “very difficult year” in 2008, due to the strength of the
pound over the dollar curtailing the North American market, and the recent doubling of
Air Passenger Duty.” He predicted that there would be 300,000 fewer visitors in 2008,
representing a 4% drop from 2007.2° In the longer term, it has been suggested that the
picture will become no brighter. A World Travel & Tourism Council study has forecast
that, over the next ten years, the UK tourism industry will be one of the worst performing
in the world.”” The study predicts that out of 174 countries, the UK will experience the 10th
worst level of tourism revenue growth and a 20% decrease in global market share.

21Q430
2 Ev 52
3.Q430
24 UKinbound press releases 12 December 2007 and 23 April 2008
» Q357
2%6.Q 356

27 World Travel & Tourism Council, 2006, undertaken by Oxford Economic Forecasting, quoted in Ev 53
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23. For every £1 spent in the UK by an overseas visitor, the British spend £2.17 overseas.?®
This helps to explain why the UK had a tourism balance of payments deficit for 2006 of
£18.4 billion.” This has not always been the case. In 1979 Britain recorded a tourism
surplus of more than £2 billion. Nor does this represent a consistent trend throughout
Western Europe, where countries with a warmer climate appear to perform better. France
and Spain enjoy significant tourism surpluses, whereas Germany has a deficit even larger
than that of the UK.

Domestic tourism

24. Despite the concerns over the prospects for inbound tourism, it is important to note
that it typically only accounts for 20% of the value of the industry in the UK.”' The
remaining 80% is accounted for by the domestic market. Almost all witnesses in the
inquiry agreed that there has been little growth in domestic tourism in recent years. In fact,
the Tourism Alliance went as far as to say “the story of domestic tourism over the [last ten
years] is one of gradual decline”.”* This is partly due to the increasing propensity for the
British to holiday abroad, with the growth in low cost flights identified as a significant
factor.” Indeed, UK residents now come second only to the Swiss in taking foreign
holidays.**

25. The nature of domestic tourism is also changing. Day visits are replacing traditional
overnight breaks, and stays of longer than a few days are becoming increasingly rare. In
fact, domestic day visits now constitute more than half of the total value of tourism.*® As
the British Resorts and Destination Association told us, the “single long, sharp summer
holiday season[...]has been replaced by a much bigger, all year round, dynamic mix of
local leisure taking, day trips, short breaks and first or second and subsequent holidays”.*
However, it is clear from the lack of growth in the domestic sector that this has had only a

neutral effect on the UK industry.

Regional and sectoral variation

26. The above discussion offers a very broad analysis of the situation. In reality, there are
wide variations in how the industry is performing. For example, the large cities, in
particular London, are enjoying strong tourism growth,” while many of the traditional
seaside resorts are struggling to continue to attract visitors (this latter point is discussed in
more detail in Chapter 4: Sea Change Fund).”® Our inquiry found evidence of particular

28 Ev 163 and Ev 199

2% Written Answer 21 February 2008, col. 1004W

30 Organisation of Economic Co-operation and Development (OECD), quoted in Written Answer 28 April 2008, col. 12W
31 Ev 349

32 Ev 52

3 Ev 199

34 Ev 199

35 http://www.tourismtrade.org.uk/MarketintelligenceResearch/KeyTourismFacts.asp
36 Ev 392

37.Q 83; Ev 70; Q 290
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sectors of the industry that are also enjoying successful periods; budget hotels, farm
tourism and the heritage sector are noteworthy examples. There are other examples, we are
sure, but there are two particular success stories we wish to highlight: the devolved
administrations of Scotland, Wales and London, and business tourism.

Devolved Administrations

27. There has been strong growth in Scotland, Wales and London, and the tourism
agencies for these areas told the Committee that they were optimistic about future
prospects.” Responsibility for tourism in Scotland, Wales and London is a devolved
matter, a distinction not lost on Visitlondon. It told the Committee about the
transformation of the city’s tourism economy since the devolution of statutory
responsibility for tourism to the London Development Agency (LDA) in 2000:

“Wherever tourism responsibility has been devolved, the industry and sector in those
areas has seen significant benefits in terms of commitment, funding and
opportunities through the new devolved administration”.*

The Mayor’s Office reports that since the devolution of responsibility to the LDA,
resourcing for the industry has increased in order to adequately reflect the value of the
sector to the London economy.*!

Business Tourism

28. It cannot be said that all sectors of the UK tourism industry are under-achieving. For
instance, the number of business trips to UK destinations has increased by 53% in the last
decade.* International business visitors now contribute more than £4 billion to the British
economy each year. Indeed, the business tourism sector generates 27% of all expenditure
by overseas visitors, despite accounting for less than 5% of VisitBritains international
marketing budget. Moreover, 40% of business visitors subsequently return to the UK with
their families as leisure visitors.”” We heard about the growing success of the sector first
hand when we visited the Riviera International Conference Centre during our visit to
Torbay. The Centre estimates that it currently generates over £9 million for the local
economy and it believes that there are “great opportunities for further growth”.**

29. Business tourism is also expected to be one of the major beneficiaries of the London
2012 Games. DCMS’s tourism strategy for 2012, Winning, states that:

39 Ev 90; Q 259; Q 260
40 Ev 90

“1Ev94

42 Ev 255

4 Ev 255

44 Ev 422
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“The 2012 Games provide an opportunity for us to permanently establish ourselves
as the envy of our international competitors by providing new facilities, promoting
our best existing facilities and upgrading those that need improvement”.*
To this end, the Business Tourism Partnership is calling for an international convention
facility capable of holding 5,000 delegates to be built in Central London, in time for the
2012 Games.*

4 Funding of tourism

30. When the Rt Hon James Purnell MP, the then Secretary of State for Culture, Media and
Sport, appeared before the Committee in October 2007, he stated that public sector
funding of tourism stood at around £350 million per annum.*” The Minister of State, the Rt
Hon Margaret Hodge MP, reasserted this figure in February 2008.* A breakdown of the
organisations through which it is channelled is shown below.

Summary of public sector funding of tourism in 2006-07

Organisation Expenditure (£ million)
VisitBritain 49.9
VisitScotland 44.0
VisitWales 22.0
Northern Ireland Tourist Board 18.7

Northern Ireland Tourist Board to the joint Northern Ireland /

Eire Tourism Ireland marketing body 126

London Development Agency 22.0

London Unlimited (additional marketing and promotional

funding for London) 6.0
Non-London RDAs 29.8
English local authorities 126.0
Scottish local authorities 4.4
Welsh local authorities 13.0
Total 348.4

Source: Written Answer 11 December 2007, col. 393W.

31. In the devolved areas of Scotland and Wales, expenditure to promote tourism has
increased significantly in recent years. In contrast, for the two biggest funding streams,
VisitBritain and the English local authorities, expenditure is under pressure. Our inquiry
has therefore focused on these two funding streams.

VisitBritain: Funding and future

32. VisitBritain is primarily funded by Grant-in-Aid from DCMS. In 2007-08, it received
£49.9 million from DCMS, the same as that received in 2006-07. In fact, the level of

4 Winning: a tourism strategy for 2012 and beyond, September 2007, page 41

4 Ev 257-258

47 Oral evidence taken before the Culture, Media and Sport Committee, 25 October 2007
Q483
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funding for VisitBritain has remained relatively static in recent years, although the impact
of inflation means that there has been a real terms decrease (see table which follows
paragraph 34). In contrast, the income VisitBritain generates itself (from partnership
marketing and other commercial activities) has increased from £15 million in 2004-05 to
around £24 million in 2007-08.*

33.In advance of the 2007 Comprehensive Spending Review (CSR) announced last
autumn, VisitBritain requested an increase in funds on four counts:

It believed that funding should at least keep pace with inflation;
e Itrequested additional funding for VisitEngland (part of VisitBritain);

e It asked for additional funds of a one-off nature to enable further progress on the
Partners for England initiative (a forum for sharing best practice in the industry);*

e It requested a £20 million one-off payment to market Britain during the London 2012
Games.”!

34. What VisitBritain in fact received was a cut in funding, to £47.9 million in 2008-09,
£45.4 million in 2009-10 and £40.9 million in 2010-11. The level of funding for this period
is compared to that of previous years in the table below.

Grant-in-aid funding from DCMS to VisitBritain and its predecessor bodies

Year Annual funding (£ million) At 2007-08 prices (£ million)
2003-04 47.9 53.4
2004-05 48.4 52.5
2005-06 48.9 51.4
2006-07 49.9 51.5
2007-08 49.9 49.9
2008-09 47.9 46.6
2009-10 45.4 43.0
2010-11 40.9 37.7

Source: Written Answer 22 February 2008, col. 1052W.

35. The CSR settlement amounts to a cut of 18% between 2007-08 and 2010-11, even
before the effect of inflation is taken into account. Moreover, it has been estimated that the
settlement equates to a reduction of 50% in real terms between 1997-98 and 2010-11.

36. The CSR settlement for VisitBritain met with considerable hostility from the tourism
industry and beyond. A particular criticism has been the timing of the cut in the lead-up to

Q453

50 Partners for England is an initiative to co-ordinate the delivery of tourism through senior decision-makers in the public
and private sectors
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the London 2012 Games, and this point is considered in more detail in Chapter 5.
UKinbound, the trade association representing inbound tourism businesses, argued that
VisitBritain had been “emasculated” and that “our competitors will be rubbing their hands
with glee”.” VisitBritain’s advertising expenditure in the US in 2007 was US$1.2 million,
compared to, for instance, US$8.0 million spent by Australia and US$9.6 million by the
Caribbean island of Aruba.”* The cut in funding prompted the Tourism Alliance to launch
a “Take Tourism Seriously” campaign, a means to “communicate the industry’s very
serious concerns [about] Government policy”.*

37. At the time of the announcement, the former Secretary of State justified the cuts by
insisting that there were efficiencies that VisitBritain could achieve.”® However, in a
subsequent letter to the Tourism Alliance, the Minister with responsibility for tourism, the
Rt Hon Margaret Hodge MP, referred to VisitBritain as a “thoroughly professional
organisation” and one which has achieved all of its headline targets in recent years. This
would appear to suggest that VisitBritain already operates efficiently, and this is certainly
the view of the Tourism Alliance.”’

38. When VisitBritain appeared before the Committee, it outlined a number of efficiency
savings it has already made. Between April 2006 and June 2007, it reduced its staff from
529 to 417, while within its staffing levels there has been a reallocation of resources. This
has included increases in the number of staff working in the “online environment” and “on
commercial businesses”.”® Over the same period VisitBritain has also reduced its
infrastructure costs from £12.3 million to £9.9 million.” Its Chairman told us that any
further reductions would take VisitBritain to the point where you “cut into the bone”. He
gave an example: “I am curious to know which part of the anatomy of the one person we
have in Malaysia we will cut”.®

39. Nevertheless, when the Minister appeared before the Committee in February, she
insisted that there was still room for improvement: “However efficient they are today, they
can change and become more efficient tomorrow”.*!

40. It is obviously the case that non-departmental public bodies should always be
looking to run their operations more efficiently. However, in the case of VisitBritain,
no-one has demonstrated that there are inefficiencies in the way it conducts its
operations, and certainly not of the scale to justify the cut in its resources that is
proposed. Instead, we share the view that VisitBritain is generally a well-run and

53 UK inbound press release, 24 October 2007
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efficient organisation and regard the Government’s attempted explanation of its
decision as wholly unconvincing.

41. While recognising the tightness of this year’s public expenditure settlement, we find
it extraordinary that Ministers took the decision to concentrate all of the pain on the
Department’s funding for tourism. Indeed, we believe that there was a strong case for
increasing the resources available to VisitBritain given the evidence of the economic
benefits that can result and the unique opportunity provided by the forthcoming 2012
London Olympic and Paralympic Games. The decision to cut resources is simply
baffling and should be reconsidered.

What now for VisitBritain

42. VisitBritain is currently undertaking a strategic review of support for tourism in the
UK, at the request of DCMS. This is expected to identify how VisitBritain will operate
under the reduced funding settlement and is due to be published by the end of July 2008.5
VisitBritain has already stated that it has no intention of “salami-slicing” its operations. It
believes that such an approach would reduce its competence and effectiveness. Instead, it
explained that there will be some discrete areas of activity that it will abandon.®® The
strategic review of its operations will report on which areas of activity these are likely to be.
VisitBritain is also hoping to increase further its non-Government funding from £24
million to £35 million by 2010-11 in order to counter the reduction in Grant-in-Aid
funding.**

43. However, the recent increase in VisitBritain’s non-Government funding has led to
criticism that it is becoming too commercially focused. There are complaints that the
marketing material put out by VisitBritain disproportionately reflects private sector
interests, causing a distraction from the simple promotion of the UK. The British Resorts
and Destinations Association argues that the marketing message should be “Britain is a
wonderful place, come to it”, not “Britain is a wonderful place-oh, and, by the way, how
about flying with x airline or when you are here how about hiring your car from x or y hire
car company ¢® It was also suggested to the Committee that VisitBritain charges local
authorities a high price for the promotion of their destination overseas.*

44. VisitBritain’s network of overseas offices appears particularly threatened as a result of
the budget cut and strategic review. VisitBritain currently operates 19 overseas offices, has
representatives in a further ten, and a “virtual” (online) presence in another eight.” The
Minister has recently suggested that the review may lead to the closure of some of these
offices: “internet marketing and emerging international markets are our overseas priorities

52 Written Answer 12 May 2008, col. 1375W
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for the next five years|...]this may mean taking a close look at things like (for example)
VisitBritain’s physical infrastructure in established markets”.®

45. VisitBritain presented the case for the maintenance of its overseas offices. Its Chairman
insisted that it could not rely solely on the internet to promote UK tourism: “the
extraordinary asset [of VisitBritain] is the people overseas|...]Knowing how to pitch
attractions in different markets requires local skills”.* He gave a specific example:

“I went to Milan and our people there organised a very good lunch session with a
number of local journalists, and one of them had just got a major article placed in a
Milanese magazine, the main style magazine, and it was about Liverpool Capital of
Culture, and it was about architecture, and it was a photographic essay on the
beauties of Victorian Liverpool. Now that works in northern Italy because northern
Italians are interested in that kind of article. That might not work in Spain, it might
not work in France, but our team knew the market, knew the contacts, pitched the
story and got the coverage. It cannot do that on the Net”.”

46. VisitBritain is not alone in this view. VisitScotland, VisitWales, Visit London, the
Tourism Alliance and UKinbound all testified to the value of the offices in promoting the
UK.”" When the Committee visited VisitBritain’s Los Angeles office, we gained an
understanding of the type of activities that the overseas offices undertake:

o Targeted marketing campaigns. For instance, it has recently been promoting “film
tourism”, a campaign to encourage Americans to visit the locations of successful films
set in Britain;

e Media and public relations work, including its “Broadcast Assist” programme (where
VisitBritain targets key travel and lifestyle television programmes to secure broadcast
coverage of a UK destination); and

e Gathering confidential market intelligence from US based tour operators, airlines and

other sources on future developments likely to impact upon inbound tourism to the
UK.

47. In fact, budget constraints meant that VisitBritain closed down its Dublin office in
October 2007, meaning that it no longer has a physical presence in Ireland. While it is too
early to say what impact this has had on the number of visitors to the UK from Ireland, it
has had some important organisational effects. Before the closure, VisitBritain was the sole
promoter of the UK to the Irish Republic. With its withdrawal, responsibility now lies with
each of the ten English RDAs, VisitScotland, VisitWales and Visit London to promote
themselves independently in Ireland. VisitBritain suggests that the closure of its office was
therefore a false economy, as economies of scale mean that the present fragmented
arrangement is likely to cost the taxpayer more.”

% Rt Hon Margaret Hodge MP, letter to the Tourism Alliance, 19 November 2007
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48. Another suggested cost-saving approach for VisitBritain is sharing overseas office space
with the Foreign and Commonwealth Office and the British Council.”” An arrangement
such as this has recently been agreed with the Consulate and British Council in Los
Angeles. On this occasion, VisitBritain were offered what it refers to as “very good terms”
for the office space, but this is not always the case.”* The cost of VisitBritain’s stand-alone
overseas offices is, on average, £17.63 per square foot. In the 11 locations where it rents
office space at a British Embassy or High Commission, or from the British Council,
premises are £30.71 per square foot.”> DCMS insists that additional office services and
particular circumstances in particular locations negate the fairness of this cost
comparison.”® Nevertheless, these figures do lend weight to VisitBritain’s argument that it
is not necessarily more cost effective for it to be co-located within the British Council or
other British missions around the world.

49. There is a danger that in seeking to secure greater funding from non-Government
sources, VisitBritain’s role in marketing the UK may be compromised, and VisitBritain
should ensure it strikes an appropriate balance when agreeing commercial deals.
However, on balance, we believe this is less damaging to the industry than the
alternative of a blind reliance on Government funding.

50. VisitBritain’s network of overseas offices plays a major role in attracting overseas
visitors to the UK. We understand that a certain amount of readjustment on the part of
VisitBritain will be necessary in response to its budget cut, but we urge it to prioritise
the maintenance, wherever possible, of its overseas offices. The closure or relocation of
office space could, in fact, prove more expensive to the taxpayer in the long term.

Local authority funding

51. DCMS estimates that English local authorities spend a total of £126 million per annum
on tourism, funded by a combination of local taxes and central funding.”” Their Scottish
and Welsh counterparts spend £13 million and £4.4 million respectively.” However, there
is some dispute about how much of this expenditure is on facilities that would be provided
regardless of any effort to promote local tourism. For instance, the Tourism Alliance argues
that local authority expenditure on the maintenance of parks and gardens should not be
regarded as spending on tourism.”

52. Regardless of the precise figure, support for the tourism sector is still only a
discretionary function of local government. While local authorities do not have to spend
anything on tourism, 80% spend at least something.** However, as West Dorset District
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Council pointed out, funding for tourism “is vulnerable to budget reviews and reductions
when there are pressing budgetary requests in statutory functions of the council”.*! For
example, Torbay Council recently cut its tourism budget by £111,000 to £597,000, despite
the industry accounting for nearly a third of all employment in the area.®> West Dorset
District Council also warns that budget pressures can put at risk local authorities’
contributions to partnership activities and can ultimately cause economies of scale to
diminish and worthwhile programmes to decline or disappear.®

53. There is no clear incentive in the performance assessment system for local authorities
to maintain or expand facilities aimed at visitors. The Department for Communities and
Local Government announced in October 2007 a new performance measurement regime
for local authorities, reducing the number of indicators from over 1,000 to 198, up to 35 of
which would be identified under Local Area Agreements as a focus for improvement. None
of the 198 indicators relates to facilities for visitors or to the quality of “welcome”.

54. As things stand, there are insufficient incentives for local authorities to invest in
tourism. The fact that tourism is a discretionary function means that it is always
susceptible to a reduction in funding when budgets become tight. Yet in many local
authorities, tourism represents a very significant sector of the economy and investment
in the industry should be seen as a necessity rather than a luxury.

Sea Change Fund

55. DCMS recently announced a new £45 million fund to support culture and arts in
England’s disadvantaged seaside resorts. The announcement was made indirectly in
response to a Report by the Communities and Local Government Committee on coastal
towns.* Under DCMS’s programme, which will be led by the Commission for
Architecture and the Built Environment (CABE), £15 million will be invested each year
from 2008 to 2011. It is proposed that the fund will be spent on culture and heritage
infrastructure projects—such as historic high streets and public spaces, galleries or concert
halls—that will then stimulate wider improvements and economic benefits in the area.
Blackpool, Dover and Torbay will be the main beneficiaries in 2008, with each likely to
receive up to £4 million.*

56. While the UK’s cities have experienced growth in tourism numbers in recent years, the
same cannot be said for the traditional coastal resorts.*® The British Resorts and
Destinations Association (BRADA), a body representing 60 local authorities, most of
which are seaside resorts, told us that, in general, the large seaside resorts are “struggling”:
“the problem that seaside resorts have is that the structures that were in place for a mass
market in the 1950s have not been able to change because they have not had access to the
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kinds of resources that have been allocated to the inland towns™® A survey by English
Heritage found that more than three quarters of people believe that seaside resorts have
become shabby and run-down.®

57. The Committee heard first hand about the challenges facing two beneficiaries of the
fund, Blackpool and Torbay. In recent years, the number of visitors to Blackpool has
decreased substantially. This has been accompanied by a decline in the average length of
stay and visitor expenditure.* Blackpool had been in the running as a potential site for a
large-scale regional casino, for which provision had been made under the Gambling Act
2005; but Manchester was the site selected by the Casino Advisory Panel. In any case, the
Order to approve the Casino Advisory Panel’s proposals was defeated in the House of
Lords, and the Government has since decided not to proceed with a regional casino.”
Despite this disappointment, Blackpool does have a strategy for regeneration.” It plans to
create an “all-year-round, differentiated, quality product in Blackpool” by improving the
public realm and adding value to its established attractions such as the pleasure beach, the
Tower and the Winter Gardens.”” Blackpool Council told us that, in order to create a
strong, viable new product, resorts such as Blackpool require a greater level of state
intervention.” The Sea Change Fund, despite being a relatively small amount of money
given the number of coastal resorts, perhaps indicates that the Government is beginning to
accept this case.

58. During our visit to Torbay we were impressed by the efforts that were being made to
realise the considerable tourism potential that the area possesses. Nonetheless, it was
evident that Torbay, like many traditional seaside resorts, faces a number of challenges. For
instance, the maintenance of the public realm (e.g. toilets, gardens, illuminations) to the
high standards demanded by tourists incurs considerable extra costs for the Council.
Torbay is also attempting to reposition its tourism offer in order to attract the higher end
of the market. However, higher spending visitors also have somewhat higher expectations
on quality and service, a gap it is still seeking to close.

59. We welcome the new fund to support England’s seaside resorts, many of which
struggle to maintain visitor numbers. It is essential that the funds are spent wisely, not
just to maximise the benefit to the resorts, but also to demonstrate to the Treasury that
such an investment is effective and worthwhile. There are clearly limits to the difference
£45 million over three years can make to England’s many seaside resorts. We
recommend that the Government evaluates the wider economic impact of the fund to
see whether the returns justify an increase in its size.
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5 The London 2012 Games opportunity

London 2012 Games

60. The London 2012 Olympic Games and Paralympic Games are the subject of an
ongoing inquiry by this Committee. So far we have published two reports on the
preparations for the Games, the most recent being in April 2008.”* We deliberately did not
focus on the impact of the Games on tourism in our latest report, as it is a major theme of
this inquiry. In our earlier report on the Games published in January 2007, we did examine
the potential impact on tourism.” We concluded that the Games represent an opportunity
to raise the profile of London and the rest of the UK, though “there may well be a need for
more investment in tourism by the Government if full advantage is to be taken of that
opportunity”. DCMS has since stated that the Games “present the UK tourism industry
with its greatest-ever opportunity”.*® It has also recently published its tourism strategy for
the Games. Winning: a tourism strategy for 2012 and beyond, outlines the strategies for
realising the potential tourism benefits from the Games.

61. The handover ceremony at the Beijing Games this summer will mark the start of
London’s four year Olympiad. It is from this point that any effects on tourism can begin to
be measured, as momentum builds towards the event itself in 2012. However, the impact
on tourism will not end there, as the legacy created by the Games has the potential to
continue to affect the industry for many years beyond. We have considered the likely
impact of the Games on the tourism industry over these two phases: the Olympiad and
2012, and the legacy period.

The Olympiad and 2012

62. 2012 is not expected to bring a massive influx of visitors to the UK. This view was
shared, amongst others, by the British Hospitality Association and VisitBritain.”” In July
and August of any year, London attracts around 2-2.5 million visitors. The Olympics are
expected to attract 600,000 visitors (300,000 from overseas®), a figure put in context by the
350,000 people that visit the Wimbledon tennis championships each year. As such, the
British Hospitality Association told us that 2012 itself was “no big deal”.”” Moreover, Visit
London told the Committee that previous host cities had experienced a downturn in
domestic tourism during the Olympic year as visitors stayed elsewhere. It is aiming to buck

this trend of displacement by communicating the message that “London is open”.!*
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The impact outside London

63. The impact that the Games will have outside Greater London has attracted
considerable debate. The Government has been keen to ensure that the benefits are, as far
as possible, shared between the nations and regions."”" Nevertheless, the public at large
remains sceptical as to whether this will actually be achieved. In a recent survey, 73% of
respondents thought that the region in which they lived would not gain any noticeable
benefit from the Games.'” This section of our report examines the potential tourism
impact of the Games outside London.

64. Scotland, Wales and Northern Ireland, together with each of the nine English RDAs,
have developed their own Olympic plans for realising the benefits of the Games for their
regions. The Minister for the Olympics and London, the Rt Hon Tessa Jowell MP, recently
told the House that “the development of tourism and the realisation of the tourism
potential are critical parts of [each nation and region’s] Olympic plans”.!”> A Nations and
Regions Group has also been set up to help ensure the whole of the UK is involved in, and
benefits from, the Games. The Group is chaired by London 2012 Organising Committee
Board member Charles Allen, and includes representatives from each of the 12 nations and
regions.'*

65. There are suggestions that, in 2012 itself, the areas outside London need to be prepared
for a drop in the number of tourists.'” This is founded on the perception amongst
potential visitors that—rightly or wrongly—the UK would be overrun with Games-related
visitors in 2012."% The Local Government Association reports that previous Games have
had this effect: while the event stimulates new visitors, it also provides a reason for others
to stay away.'”” Local authorities and marketing bodies outside the capital appear to be split
on the issue of what the 2012 Games will bring. Some hope to be able to “capture” visitors
from amongst those looking to escape the Games.'"”® Conversely, some do expect to lose
business to London during the Games themselves.'*”

66. During this inquiry, and our other inquiry into the preparations for the Games, we
have heard about several potential benefits for the nations and regions. The three main
opportunities are discussed in turn.
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Games events outside London

67. Some Olympic and Paralympic events will be hosted outside London. For instance,
football will be hosted in major stadia around the UK, while Weymouth and Portland will
host the sailing events. Weymouth and Portland are already seeing the benefit of
designation as an Olympic venue. Other international sailing events have been attracted to
the area, as yachtsmen in the various different classes familiarise themselves with
conditions in advance of 2012.'° Nonetheless, these are isolated examples and the vast
majority of events are to be held in London itself.

Cultural Olympiad

68. In its bid to host the Games, the Government set out its aspiration to develop a cultural
programme to sit alongside the sporting events. Known as the Cultural Olympiad, it will
run from 2008-12 and comprise three main elements:

e The mandatory ceremonies, including the opening and closing ceremonies, and the
Torch Relay (which is still planned despite the recent protests in London for the Beijing
2008 Torch Relay);

e Large-scale projects, including a World Cultural Festival, an International Shakespeare
Festival and an International Museums Exhibition;

e A UK-wide cultural festival which will comprise “grassroots community projects”.'"!

69. The industry appears to be broadly supportive of the concept of the Cultural
Olympiad."* For instance, the Welsh Assembly Government believes it offers
opportunities to encourage visitors to stay longer and visit other parts of the UK.!"* The
RDA s hope that Liverpool’s year as capital of culture in 2008 will provide a springboard for
the Cultural Olympiad.'"* However, DCMS has been criticised for failing to fund the
Cultural Olympiad, instead opting to provide increased funds direct to the arts industry.'®
This lack of funding has led to suggestions that it may largely comprise events that were
going to happen in any case.''® As such, it remains unclear how much direct economic
benefit the Cultural Olympiad will bring to the nations and regions.

Training Camps

70. All areas of the UK were encouraged to bid to host official pre-Games Olympic and
Paralympic athlete training camps. Possible benefits for the successful areas include spin-
off revenue, increased community interest in the Games and favourable media coverage in
the home country that they are hosting. LOCOG recently published a list of over 600 sports

10Q 211.

" Winning: a tourism strategy for 2012 and beyond, September 2007, page 36
12Q 211; Q 565; Ev 13

"3 Ev 106

4 Ev 81

5Q 117

"6 Q 64



26

facilities across the UK that will appear in the London 2012 pre-Games training camp
guide. The list is designed to aid National Olympic/Paralympic Committees (NOCs/NPCs)
in their decisions on where to send their athletes to prepare for the Games. LOCOG is
offering a financial reward of up to £25,000 for any NOC/NPC choosing to locate in the
UK.'” During our visit to the Southwest, we heard how Torbay hoped to attract
international sailing teams, due to the Bay offering similar sailing conditions to the actual
Games venue in Weymouth and Portland.

71. Pre-Games training camps were worth around £25 million to the Australian tourism
industry in the lead-up to Sydney 2000. Estimates for the London Games suggest that the
value to the UK tourism industry could be in the region of £40 million nationwide.'®
Nevertheless, a review commissioned by VisitBritain states that the local economic benefit
of the camps is “likely to be much less than 1%” of annual revenue from tourism. In the
Committee’s report on London 2012 published in January 2007, we concluded that the
principal benefits of hosting training teams will be through involving the local community
rather than generating economic gains.""” The publication of the list of sports facilities
that will appear in the London 2012 pre-Games training camp guide generated
substantial media coverage and it may have raised expectations beyond a reasonable
level. There are no guarantees as to which areas National Olympic/Paralympic
Committees will choose for their athletes, or indeed whether they will locate themselves
in the UK for pre-Games camps at all.

Expectations

72. Although there will clearly be regional disparities, there is a recognition that the direct
impact, if measured in terms of additional visitors directly attracted to the regions during
the Games, will be limited."® The Wales Tourism Alliance and Tourism Society Wales
claim that the tourism industry in Wales will see little or no direct benefit from the
Olympic Games."' The British Resorts and Destinations Association said that, in areas not
directly involved in Games events, local authorities are not wholeheartedly committed to
realising the potential benefits, because they do not regard these benefits as “sufficiently
robust”.'> The Minister accepted that there were concerns and said that she hoped to
prove the doubters wrong by demonstrating a benefit throughout the UK.'*

73. The very fact that the Olympic and Paralympic Games are hosted by cities and not
countries inevitably limits the extent to which areas outside the host city can expect to
benefit. From a tourism perspective, there are some limited short-term benefits to be
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realised outside London. However, we doubt whether these are as great, or as certain, as
the Government has suggested. The principal tourism potential of the Games, in
London and the rest of the UK, lies in the positive legacy that would be created by the
effective promotion and delivery of a top-class Games.

Non-commercial brand

74. A substantial part of funding for staging the Games—12%—is expected to be raised
through agreements between the International Olympic Committee (IOC) and long-term
partners—“TOP sponsors”. The IOC therefore requires that steps be taken by host
countries and by Organising Committees to protect the commercial gain through
association with the Olympics and Paralympics which TOP sponsors expect in exchange.
The Olympic rings—the most powerful symbol for the Games—are already statutorily
protected in the UK;'** further measures to protect the Olympic brand were agreed to by
Parliament and are enshrined in the London Olympic Games and Paralympic Games Act
2006. In addition to the TOP sponsors, LOCOG will raise additional funds through “local”
sponsorship and agreements with official suppliers. These sponsors and suppliers, which
are classified according the tier of sponsorship they provide, will be permitted to use the
London 2012 logo and promote their business in relation to the Games.

75. Nevertheless, the London Olympic Games and Paralympic Games Act does not
preclude, under certain conditions, the development of an alternative, “non-commercial”,
“non-endorsement”, or “community” brand. Indeed, we recommended in our first report
on the Games'” that the IOC and LOCOG should identify ways of permitting such a
brand, a move which is supported by the industry.'** We were therefore pleased to hear the
Minister for the Olympics and London restate her commitment to developing a non-
commercial brand when she last gave evidence before the Committee."”” Plans for the
brand, which will be called the “Inspire Mark”, were announced in June 2008 and it is
proposed that this will only be available to non-commercial projects and activity
programmes.

76. There are concerns in the industry that the non-commercial brand is to be so heavily
restricted in its use.'”® Indeed, the Minister for the Olympics and London confirmed that
“winning the right to use the community brand means that you have done more than what
you would do in the normal course of every day”.'® The Tourism Alliance would prefer
“something you can hang on every bed and breakfast”, citing the brand that accompanied
the Sydney Games, “Australia 2000—fun and games”, as being of great benefit to small
tourism businesses. We regret that there are no plans for any brand to be generally
available for use by tourism businesses. This is a missed opportunity which reduces the
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potential for tourism businesses to gain maximum benefit from the Games, and we
urge that this be reconsidered.

Legacy

Opportunity

77. The tourism industry appears united in its belief that the legacy of the Games, rather
than the Games themselves, represents the biggest opportunity for the UK. The Games are
expected to generate tourism gains across the UK of around £2.1 billion over the period
from 2007-17."° Over half of this extra revenue (£1.27 billion) is predicted to come during
the post-Games period (2013-17), largely generated by higher numbers of visitors from
emerging markets.””! Nearly one-third of this legacy gain is predicted to be outside
London.

78. Travelodge warned the Committee that the Government should not assume that an
economic legacy from hosting the Games will be automatic. Travelodge found that, in the
four years after Barcelona hosted the 1992 Games, the average annual tourism growth rate
in the city was 10.3%, against a world average of 4.6%. However, average annual tourism
growth in Australia in the four years following Sydney 2000 was just 1.5%, less than the
world average of 2.8%. Early assessments of Athens 2004 suggest it has had little impact on
tourism in Greece.'*

79. The Games present a chance to showcase London and the UK on the world stage, and
in particular to emerging markets such as China, Russia and India.'”> Taking China as an
example, the UK currently has a very small share of this market, far less than that of its
European neighbours. It has been estimated that there will be over 100 million Chinese
tourists travelling overseas each year in the next decade, so winning a greater share of this
market would be very significant.”** It is what is done in preparation for and during the
Games that will determine the Olympic tourism legacy. This will involve more than simply
putting on a spectacular show.

80. It is estimated that 20,000 journalists will attend the London 2012 Games."*> While
much of the focus will understandably revolve around the sport, there will also be the
opportunity to gain wider exposure of the UK. VisitBritain recognises this opportunity,
and it plans to influence the media coverage by devising programmes for visiting
journalists, and tailoring the image of the UK to different overseas markets. For example, it
points out that “if you can get the Japanese to see Alnwick Gardens, you can play exactly to

130 Oxford Economics tourism impact study on the 2012 Games, September 2007, commissioned jointly by VisitBritain and
Visit London, and referred to in DCMS'’s tourism strategy, Winning. Other reports have suggested that the total
benefit may in fact be greater than £2.1 billion, and perhaps as high as £3 billion (Q 392; Travelodge press release, 5
September 2007)
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132 Review and analysis of tourism to previous Olympic destinations. Report by Kurt Janson Ltd, commissioned by
Travelodge, September 2007. The figures quoted in the report were sourced from the UN World Tourism
Organization, Turisme de Barcelona, Australian Bureau of Statistics, and the National Statistical Service of Greece
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the kind of interest the Japanese have in gardening”."*¢ It believes that “to market Britain, to
open the door [to new visitors], to build the aspiration, we think there is some value to
piggybacking on the natural interest that the Olympics will create”.”’

81. We are also aware of the central role the Games is expected to play in contributing to
the development of a new perception of London and UK. Perceptions of the UK overseas
are often “outdated and misconceived”,””® particularly in the emerging markets:
“Anecdotally we hear [people overseas] believing that London is always in a pea-souper fog
and our men wear bowler hats”."*” The Olympic spotlight is seen as an opportunity to
change these perceptions and present a “dynamic, welcoming, diverse and warm nation to
the rest of the world”.'* The Government recently published an Olympic Legacy Action
Plan, in which it emphasises the chance to showcase the UK as a “modern and vibrant
destination”."! Visit London is developing a new brand for the city which reflects the
values that underpinned London’s successful Olympic bid—diversity, inspiration,
sustainability and youth.'*

82. There is the potential for other less obvious tourism legacy benefits, such as renewed
vigour in raising standards of quality and service. Many witnesses commented that the
2012 Games are acting as a catalyst for a step change in the performance of the industry.'*
Indeed, there is already evidence of this. In 2007, People 1st published its National Skills
Strategy, which includes a ten point plan for improving the skills of the tourism workforce,
using the 2012 Games as the key milestone.'** Concerns over the quality of “welcome” in
the lead-up to 2012 has led to the formation of a “Welcome to Britain” steering group.'* It
is chaired by VisitBritain, and includes members drawn from BAA, HM Revenue &
Customs, Ukvisas, Ukinbound and People 1st. It aims to improve the quality of welcome
both in terms of experience and perception, and its first step will be to draw up a visitor
charter that will set out the standards that visitors can expect.

83. One of the major benefits of the Games, and this applies not only to tourism, is that it
has provided a fixed date by which improvements are planned to be in place. As a result, it
clearly has the potential to accelerate advances in the tourism industry, not least in
improving quality and skills.

Delivering the legacy

84. In 2007 DCMS consulted the industry on its tourism strategy for the Games, and its
strategy document, Winning, was subsequently published. Many of the witnesses to the
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Committee’s inquiry also made submissions to DCMS’s consultation. Yet in our inquiry
the Committee heard relatively little comment on the quality of the strategy. The RDAs
broadly welcomed it, “not least [because] it challenges this country to up its game in
readiness for 2012”."*¢ Travelodge was less impressed, criticising it as being “short on
inspiration”.'*

85. The primary concern of the industry appears to be not so much about the content of
the strategy, but rather whether there will be sufficient funding to deliver it."*® There is a
widespread belief that the cut in funding for VisitBritain (outlined in Chapter 4)
undermines the strategy. The cut would not have received a warm welcome at any time
but, coming as it did in the lead-up to London 2012 (and just a month after the publication
of Winning), it has proved deeply unpopular.'® The Tourism Alliance went as far as to say

that it “makes a mockery of the new strategy”.'°

86. As discussed in Chapter 4, the reduced funding for VisitBritain will make it difficult for
it to maintain its current operations, let alone undertake additional marketing activity in
relation to the Games. VisitBritain had been hoping to match-fund any extra Olympic-
related funding from DCMS with private sector income, potentially generating a total yield
of £40 million.”" VisitBritain is now concerned that the lack of additional income from
DCMS will have the added impact of jeopardising its capability of bringing private
investors onboard.'>

87. VisitBritain remains hopeful that additional funding to market the Games may still be
forthcoming. It told us that some previous host cities had received Games-specific funding
from their national Governments, but often not until closer to the event. For instance, the
Australian Tourism Commission obtained US$6.7 million from the Australian
Government over four years from 1997-2000 in order to promote the Sydney 2000
Games.” On the other hand, Peter Ueberroth, the organiser of the Los Angeles 1984
Games, stressed that the costs of staging the Games had been met almost entirely by the
private sector, without recourse to public funds.

88. The Minister of State told the Committee that DCMS’s Olympic tourism strategy is not
dependent on VisitBritain funding alone, citing other key considerations such as skills,
quality and welcome."* Nevertheless, VisitBritain insists that the UK is “in a really good
state for exploiting the biggest tourism opportunity that this country will have had in
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89. It is regrettable that the Government is committed to a Comprehensive Spending
Review settlement so close to London 2012 with a substantial funding reduction for the
body responsible for marketing the UK overseas. We do not doubt that there are other
factors which will underpin the delivery of DCMS’s Olympic tourism strategy, but
effective marketing of the UK overseas must be a priority. We believe that it is not too
late to realise fully the tourism benefits of the Games, but a greater investment from the
Government is necessary. We recommend that provision is made as soon as possible for
additional funding for VisitBritain specifically for this purpose.

Other events

90. The London 2012 Olympic and Paralympic Games is not the only major event to be
hosted in the UK in the coming years.'** Glasgow was recently successful in its bid to host
the 2014 Commonwealth Games, an event which is expected to generate a huge boost for
the local economy as a result of an increase in visitors."”” Glasgow already has an ambitious
tourism strategy through to 2016"® and we understand that it has also developed a strategy
for the Games themselves."”” Gleneagles, in central Scotland, will host golf's Ryder Cup in
2014. Coupled with the Commonwealth Games, 2014 is therefore seen as a year of sport for
Scotland.'®

91. Before then, Wales will itself host the Ryder Cup, at the Celtic Manor Resort, Newport,
in 2010. The Welsh Assembly Minister for Heritage told us that Wales is already seeing the
benefits of this. The number of golfers in Wales has increased fourfold, and the country is
looking to exploit the opportunity to market Wales as a destination for golfing holidays.'®!
The same year, Cornwall will host Rescue 2010, the surf lifesaving world championships,
which are expected to attract around 6000 athletes.'*

92. At a local level, during our visit to Torbay we heard about the aspiration to make it an
“event driven destination”, by hosting events such as an annual sailing regatta and
powerboat festival. It is not alone in this aspiration. eventBritain, a dedicated events unit
recently set up by VisitBritain, has identified over 1000 events that Britain can win the right
to host between now and 2020. Attracting events would seem to be something that London
has already mastered. On just one weekend last summer, it hosted the Tour de France,
Wimbledon finals, Live Earth and the opening of the O, Arena. The Tour alone was
reported to have generated an economic benefit in the region of £116 million.'”® Events
such as this also have the potential to enhance perceptions of the UK, and attract younger

visitors. !4
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93. If planned, marketed, and delivered successfully, major events can provide short-
term economic benefits, together with the opportunity for a lasting legacy. We are
hugely encouraged by the calibre of events that the UK is now attracting on a regular
basis. In particular, we congratulate Glasgow on its successful bid to host the 2014
Commonwealth Games. These Games represent a real opportunity to maintain the
momentum that we hope will be generated by a successful London Olympic and
Paralympic Games. We recommend that the organisers of the London and Glasgow
Games work closely together, and ensure that any lessons learnt from London are
applied to Glasgow.

6 Challenges

Governance

The Department for Culture, Media and Sport

94. There has been a long-running debate on the most appropriate “home” for tourism
within government. As the UK’s fifth largest industry, some argue it should belong with
other industries in the Department for Business, Enterprise, and Regulatory Reform
(formerly DTTI), rather than DCMS.'®> It was put to us that this is not a particularly helpful
debate, and any further organisational upheaval would distract from the immediate
challenges facing the industry.'® As English Heritage stated, “the important point is that
tourism is taken into account in a whole wide range of government strategies”.'”

95. On this last point, the Committee heard evidence suggesting that tourism is not
adequately represented across government. In our predecessor Committee’s report on
tourism in 2003, a recommendation was made that tourism should receive a “proper
commitment from the Government commensurate with its economic importance to the
country”.'®® However, five years on, the British Association of Leisure Parks, Piers and
Attractions reports that “DCMS appears to carry less weight within government than some
of the other departments and therefore seems unable to spearhead joined up thinking
across government”.'® UKinbound made reference to a particular event which it felt
epitomised this situation:

“For us one of the worst times was in February 2005, when the Home Office and
UKvisas announced that visa prices were being increased by about 85% overnight.
There had been no prior consultation with the tourism industry or even
communication of their intentions to the tourism industry. We only found out about
it through press releases, so we thought we would turn to DCMS and find out what
was going on, only to learn that they had found out about it through the same press
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releases. If DCMS does not understand what is happening with UK visa prices, which

is a matter fundamental to tourism, then we wonder what else is going on”."”

96. There are other more general concerns regarding the performance of DCMS in relation
to tourism. The RDAs referred to a “policy gap at national level” and claimed that when
strategic decisions are taken, they are “reactive rather than proactive”.!”’ The British
Association of Leisure Parks, Piers and Attractions said that there is “a lack of support and
direction from DCMS”."”*> The Tourism Alliance has recently launched a “Take Tourism

Seriously” campaign in response to what it refers to as DCMS’s “poor understanding and
commitment to tourism”.

97. The Rt Hon Magaret Hodge MP, the seventh Minister with responsibility for tourism
since 1997, defended DCMS’s performance on tourism, insisting “we punch well above our
weight”.!” She gave the following examples:

e DCMS’s role in COBRA' in response to emergencies such as foot and mouth and
flooding;

e Regulatory reform developed by DCMS for SME:s;

e DCMS’s successful opposition to the “bed tax” proposed in the Lyons inquiry into local
government.'”

98. We are satisfied that DCMS is the correct government “home” for tourism and
advise against any further organisational change. However, this does not mean we are
satisfied with DCMS’s performance on tourism. We are concerned by the lack of
confidence the industry appears to have in DCMS. We are also discouraged that
responsibility for tourism has been so frequently transferred between Departmental
Ministers creating an impression that it is seen as an afterthought which has to fit in
with their other responsibilities. This impression is strengthened by the fact that the
Minister with responsibility for tourism no longer has this recognised in their official
title and we recommend that this is reinstated in the title of the responsible Minister.
That said, there are some isolated signs that the Department is beginning to represent
the industry better across government. We would like to see more consistent evidence
that tourism is becoming a mainstream issue in government. We would also like to see
DCMS provide a stronger strategic lead to the industry, and we hope that the new
national tourism strategy represents a willingness to do so.

RDAs and the industry restructuring

99. In 2003 the tourism industry underwent a significant restructuring, with the Regional
Development Agencies (RDAs) taking on responsibility for regional tourism development.
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At the same time, the English Tourism Council'”® was stripped of its strategic role for
English tourism and was subsumed by VisitBritain, which was given a purely marketing
remit."”” A small tourism team was left within DCMS, but, as the British Resorts and
Destinations Association states, “without any dedicated national strategic coordination
capacity to call upon and little or no spare internal capacity”.'”®

100. The result, as many of our witnesses pointed out, has been a void in strategic tourism
policy. The RDAs themselves state that responsibility remains with DCMS to provide
national guidance for the industry, a role they claim it is not fulfilling: “National policy is
inevitably broad in its sweep, is often composed of generalities, and runs the danger of
being no more than a set of good intentions”.!”” Destination Performance UK, an
organisation of 140 local authority tourism services and Destination Management
Organisations, told the Committee:

“Since devolution, the tourism structure within England has lacked cohesion. At a
national level there has been a lack of leadership and co-ordination, not least as
VisitBritain was given a solely marketing mandate and there is no specific
requirement for RDAs to work with the national body. Further, the disparity of
funding dedicated to tourism by various RDAs who are themselves financed by the
DTI [now DBERR] not the DCMS, the existence of regional tourist boards in some
parts of the country but not others and the inconsistent introduction of Destination
Management Organisations and Partnerships has led to confusion and
fragmentation”.'®

101. We heard further evidence that not all RDAs give the same level of consideration or
allocation of funding to tourism. The Tourism Society told us that there is often “high
promotion and development expenditure in areas where there is relatively little tourism,
and very little in areas where the main tourism products and volumes of tourists are
present.” This means that while some areas may have benefited from the restructuring,
others have not. Oxford City Council claimed that its RDA, the South East England
Development Agency, “does not take an interest in tourism to any great degree”.'® The
map below indicates the expenditure on tourism by the RDAs (and VisitWales and
VisitScotland) in 2006-07.
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£22.9m

Source: VisitBritain written submission.

The variation in expenditure on tourism by each of the RDAs, in relation to the number of
people in the region employed in tourism, is shown below:

Reqi RDA expenditure on Tourism Expenditure per head of
egion - o employment .
tourism (£ million) tourism workforce (f)
(thousands)

South East 2.3 320 7.19

South West 3.4 224 15.18

London 22.9 348 65.81

East Midlands 4.7 143 32.87

West Midlands 4.3 202 21.29

East of England 1.3 143 9.09
Yorkshire and Humber 2.4 178 13.48

North West 7.9 264 29.92

North East 7.5 90 83.33

Source: RDAs and ONS. Figures quoted are for 2006.

102. The RDAs accept that the structural changes made to the industry in 2003 have
“understandably taken time to bed in”. However, they argue that “we are now beginning to
see improvements to both the quality and depth of the support structure for tourism in the
regions, and the resource allocated for this”.'*? Partners For England, developed jointly by
VisitEngland and South West RDA, has recently been established as a forum for sharing
best practice between the RDAs and the wider industry.

103. The restructuring of the tourism industry in 2003 devolved responsibility for
tourism to the RDAs. While this has given the regions a greater say in how they develop
the industry, it has also resulted in tourism nationwide becoming fragmented, with
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widespread variation between regions as to the significance attached to it. There is a
lack of overall strategic direction, which only DCMS can provide. Meanwhile, we
encourage the RDAs to work together through initiatives such as Partners for England
to share best practice and ensure a more coordinated approach to tourism development
in England.

Quality of serviced accommodation

104. According to a recent review, there are 716,000 bedrooms in serviced accommodation
in the UK at present.'"® “Serviced Accommodation” was defined as: hotels; guesthouses;
B&Bs; farmhouses; restaurants, inns, pubs and private members clubs with
accommodation; lodges and motor hotels; youth hostels. This figure represents steady
growth for the sector; there were fewer than 500,000 bedrooms in 1974.'"®* While the
provision of serviced accommodation has increased, the Government remains concerned
about its quality. DCMS reports that “although many UK hotels and guest houses are
world-class, too many are poor”.'®® The Minister warned that there is “a long, long way to

go” to improve the quality of accommodation to the level she feels is necessary.'*

105. Quality grading of accommodation is a long established practice in the UK tourism
industry. Typically ranging from one to five stars, quality grading is designed to provide
customers with a degree of assurance regarding what they can expect. The National Quality
Accreditation/Assurance Schemes (NQAS), run by the AA and the national tourist boards,
are a voluntary system of quality assurance in the accommodation sector. NQAS
assessments are carried out VisitBritain, VisitScotland, Visit Wales or the AA."*” Since
2006, each of these bodies has undertaken the assessments based on a common criteria. For
self-catering accommodation, common standards were introduced in 2005.**

106. DCMS’s Olympic tourism strategy, Winning, states that “too few hotels and guest
houses are accredited as being of good quality”.'"® The Government has set challenging
targets for an increase in the proportion of accredited accommodation, as outlined in the

table below.

NQAS Participation .
by country 2007 estimate 2008 target 2012 target 2016 target
England 49% 55% 75% 85%
Wales 56% - - -
Scotland 70% 90% - -
Britain 53% 60% 85% 90%

Sources: Winning: a tourism strategy for 2012 and beyond, September 2007, page 58; Ev 111, Ev 201.

'8 Quantification of serviced accommodation supply in the United Kingdom and consideration of issues. A report
prepared for Travelodge by Melvin Gold Consulting Ltd, October 2007

'8 HCDEC, Hotel Prospects to 1985. As quoted in report by Melvin Gold Consulting Ltd
'8 Winning: a tourism strategy for 2012 and beyond, September 2007, page 56
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107. DCMS recently rejected the possibility of making participation in NQAS compulsory,
although VisitWales told us that it was still considering this option.””® DCMS states that
“voluntary NQASs represent the best way to ensure consistent product improvement”."!
However, the NQASs are not the only schemes in operation. For instance, Helpful
Holidays, a letting agency in the Southwest, operates its own grading scheme, which it

claims its customers consider to be independent and reliable.'”

108. There were certain aspects of the NQAS schemes that were criticised in our inquiry.
Caradon District Council reports that high quality, “alternative” accommodation types
such as heritage railway carriages and teepees cannot be inspected according to the narrow
NQAS inspection scheme. As such, neither of these can be marketed through
VisitCornwall marketing activities and, because they are not part of NQAS, they can
neither take part in the Green Tourism Business Scheme (see Chapter 6: Environmental
Sustainability) or appear on VisitBritain websites'*’. Helpful Holidays argues that “much of
the industry believes the main purpose of NQAS is as a revenue stream [for
VisitBritain]”.'**

109. Nevertheless, the target for DCMS and VisitBritain remains an increase in
participation in NQAS. It hopes that measures such as stronger customer feedback and a
commitment to use only NQAS providers for Government travel will raise standards.'
Specific action in London, where just 34% of the capital’s accommodation providers
participate in NQAS, includes a commitment by the London Development Agency to
subsidise NQAS joining fees.””® No such subsidies exist outside London. Indeed, on the
Committee’s visit to the Southwest, we heard how the cost of the scheme may be
prohibitive for smaller providers. A local tourism association told us that the £60-70
NQAS joining fee, plus an annual inspection charge of £140, put off a number of
prospective members, particularly when it provided no guarantee of an increase in
bookings."”” DCMS opposes subsidies, either directly from public funds, or through the
manipulation of NQAS fee levels to ensure that larger hotels subsidise small players. It
states that “cross-subsidies would be unfair to early participants, not least if increased fees
at the higher end encouraged some businesses to leave the schemes”.'®

110. Raising the quality of accommodation is essential to improving the industry, and
the NQAS is an important tool in this regard. We support the Government’s efforts to
increase the number of accredited accommodation providers within a single recognised
scheme, but agree that the scheme should remain voluntary. However, we recommend
that the scheme be made more flexible so as not to disadvantage smaller or unorthodox
accommodation providers. We recommend that the costs for smaller providers are
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reduced in order to take account of their lower turnover, perhaps to be balanced by
increased fees charged to the larger hotels.

Skills and service

111. The tourism industry employs between 1.4 million and 2.1 million people in the UK
(depending on what is recognised as falling with the scope of the sector).'”” The level of
service provided by these staff, and the welcome they provide to visitors, is arguably just as
important as the quality of the destination and its marketing. In an increasingly
competitive global marketplace, there is an expectation of high-quality service. If this is not
provided, tourists will simply go elsewhere.

112. The Anholt Nation Brands Index consistently ranks the UK as the number one nation
brand.*® However, its ranking specifically on visitor perceptions of “welcome” is less
impressive: the UK came 17th out of 38 countries in the December 2006 poll.*** DCMS
accepts that the country’s image in respect of customer service is “not good”.** The quality
of welcome at the UK’s airports, particularly Heathrow, was cited by witnesses as one such
example of poor service. The Tourism Alliance stated that the quality of service at
Heathrow “is not a good welcome to the UK”.?”> UKinbound expressed its dissatisfaction
in stronger terms: “Heathrow as it is today is a national disgrace and Gatwick is, frankly,
not much better”.?** Since these comments were made, the new Terminal 5 at Heathrow
has opened, but flight delays, cancellations and lost baggage in its opening week further
damaged the airport’s reputation.*” VisitBritain’s US representatives told the Committee
during our visit to California that the Terminal 5 launch had received considerable
negative TV coverage on the American news channel, CNN.

113. Although it is largely outside the remit of this inquiry and this Committee, we
believe that the current reputation and passenger experience of Heathrow acts as a
significant disincentive to many of those considering visiting the UK. We believe it is
essential that this be addressed.

114. Tourism is an industry that is reliant on repeat business, particularly in areas outside
the traditional tourist “hotspots”. The RDAs assert that local businesses are getting repeat
visitors*® and, as such, the quality of service must be acceptable. Nevertheless, People 1st,
the Sector Skills Council for the hospitality, leisure, travel and tourism industry, believes
there is a problem. It states that the UK needs to shake off its image of poor customer
service.’”” In a recent survey it found that 63% of employers believe their staff’s customer
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service skills are not sufficient to meet their needs. It believes the welcome the UK gives
visitors in 2012 for the London Games could be “pivotal in helping change long-held
perceptions and ensure that the UK becomes globally renowned for its gold standard
customer service”.*®® However, the issue of skills is wider than simply that of customer
service. In its National Skills Strategy,*” People 1st outlines deficiencies in two other key

skill areas:

e Management: 54% of managers in the industry do not possess the minimum level of
qualification required for their position;

e Craft skills: for example, 40% of “chefs” do not possess a qualification at level 2, the
minimum level required to prepare and cook a meal from scratch.

115. On the first of these issues, the RDAs are concerned that the general business skills for
running, for instance, a bed & breakfast, are often lacking and the business fails as a
result*' In relation to craft skills, the Committee has heard supporting evidence for the
need for more and better trained chefs. They are a commodity in demand, particularly in
the pub sector where, despite a decline in beer sales, sales of food are growing.!! A further
skill area where the demand is not being met is that of tourist guiding; the Institute of
Tourist Guiding and the Guild of Registered Tourist Guides report that there are no longer
enough qualified tourist guides.?* Retention of staff is also a major problem in the tourism
industry. A high labour turnover of 30% costs the sector an estimated £886 million a
year.””?

What is being done

116. Different figures have been quoted for the amount of public sector spending on skills
development in the industry. Annually, it appears that between £500 million and £600
million is spent by learning and skills councils, the RDAs and other government agencies
on skills in tourism in the UK.*"* In addition, in 2006, employers invested an additional
£144 million.*

117. The Committee is aware of a range of strategies, initiatives and qualifications that have
been introduced in a bid to tackle the skills issue. The National Skills Strategy developed by
People 1 aims to “develop a professional workforce with high self esteem”.?'¢ The London
Skills and Employment Board recently launched a London-specific version.*”” People 1st
has also developed “UKSP” (formerly the UK Skills Passport), a central online resource for
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skills and employment information on the industry.?'® The UKSP is designed to help the
industry identify where it can obtain funding?” VisitBritain and People 1st are
implementing “Steps to Success”, a voluntary “skills-needs” analysis for establishments that
participate in quality assurance schemes.”® There is a “Welcome to Britain Task Force”
that brings together a range of public and private sector agencies with a view to improving
the UK’s welcome to overseas visitors.”” The RDAs have a similar initiative—the
“Welcome Host” scheme—which has a particular emphasis on preparations for London
2012.7* Southwest RDA also referred to a future scheme—ProjectDawn—which, amongst
other things, will seek to improve the business skills of the small enterprises in the
industry.*?

118. There have also been recent developments on the qualifications offered within the
industry. In January 2008, the budget airline Flybe was one of three companies (the others
being McDonalds and Network Rail ) to be granted the ability by the Qualifications and
Curriculum Authority to award nationally accredited qualifications to employees. Large
private sector organisations also have their own in-house training schemes. For instance,
Travelodge recently launched a 12-week management and development programme.***

Impact of skills initiatives

119. Despite this range of schemes, uptake is very low, particularly amongst smaller
businesses, which account for 45% of the industry’s workforce.”® In a survey of 5000
businesses by People 1 in 2006, 98.5% of small businesses reported that they had never
accessed any funding on skills.”** Moreover, 80% of all employers in the tourism sector do
not know how to access the support. The survey appears to support the evidence heard in
this inquiry: The British Hospitality Association told us that, for the estimated 70% of small
businesses that are not members of a trade association, “it is almost impossible to know
where to go to get sensible advice on anything”.>” The British Beer and Pub Association
suggested that the proliferation of bodies offering advice was un-coordinated and
confusing even to some trade associations.**®

120. We are encouraged by the level of funding and attention that is being offered to
address the skills deficiencies that are constraining the industry. However, it is
disappointing that so few small businesses in the tourism sector actually access the
funding available to them for developing staff skills. While this is to some degree a
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failing of the businesses themselves, the Government and its agencies must place
greater emphasis on coordinating and promoting these opportunities.

Workforce and pay

121. Tourism is often perceived to be a predominantly low-wage industry. The British
Hospitality Association accepted that the pay structure resembled a “very flat pyramid”.**
However, it countered this by stressing the opportunities within the industry for rapid
promotion, and the increasing competitiveness of mid-ranking salaries. In fact, People 1st
reports that 20% of jobs in the industry are now management positions.”*” Nevertheless, it
remains the case that 15% of the workforce earn the adult minimum wage (currently
£5.52), while a further 14% actually earn less than £5.52.*' People 1st explained that this
was due to the preponderance of workplace training schemes, the high number of workers
below the age of 18, and accommodation being offset against salary.>** A representative of
the Transport and General Workers Union (TGWU) told the Committee during its visit
to Torbay that accommodation offset has become more common in recent years in line
with an influx of migrant workers. The British Hospitality Association gave assurances that
the rules in relation to accommodation offset are now very clear and are “reasonably
strictly enforced”.***

122. According to estimates by the British Hospitality Association, around 60% of the
workforce in the hospitality sector nationwide are from overseas.?* In London this figure
rises to around 80%.*® The migrant workers are predominantly from Central Europe,
although there are also significant numbers of French, Spanish and Italians working in the
industry.?® The TGWU informed the Committee that some of the new migrant workers
do not understand their right to representation by a Trade Union. The TGWU reports
that, as a result, some workers are being exploited and racially discriminated against.

123. There are initiatives in place to attract local people into the industry. For instance, the
British Hospitality Association, in partnership with the Department for Work and
Pensions, is aiming to give 15,000 16-20-year-olds in East London 28 days work
experience in the sector.””” Nevertheless, the British Hospitality Association and People 1st
expressed strong reservations that the qualifications and motivation of the local population
compares unfavourably with that of the migrants.>® Bob Cotton, the Chief Executive of the
British Hospitality Association, told the Committee: “if you are an employer with a very
keen person from Poland who is bright, smiling, wants to work, turns up every day and will
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work 45 or 50 hours a week set against a [local] person who turns up one day, does not
turn up the next day, is not really interested, it is a no brainer”.**

124. While we recognise the value of migrant workers to the industry, a reliance on this
stream of labour may not be sustainable in the long term. We would like to see the
Government and its agencies place greater emphasis upon initiatives to attract the
locally unemployed to the industry. At the same time, local authorities and/or RDAs, in
partnership with the trade unions, should ensure that migrant workers are given every
opportunity to understand their rights.

The cost of holidaying in UK

125. The current strength of the pound means that the UK is more expensive than the
majority of other countries with respect to many holiday costs, such as accommodation
and eating out.”*” However, the taxes and charges payable by inbound visitors to the UK
also represent a significant cost. For visitors that require a visa to come to the UK, it is
estimated that a holiday in the UK costs an average of £207 per person in visa, taxes and
other government charges, significantly more than in other countries:

The average cost in taxes and charges of a holiday in the UK and elsewhere
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126. Similarly, a recent study by the Council for Travel and Transport found that the
amount of tax and fees paid by European visitors to the UK is now 65% higher than the
average level of tax and fees they would pay to visit competitor destinations such as France,
Spain, Italy, USA and Australia.”*! The Tourism Alliance asserts that the tax burden on
visitors has now reached a level where it is adversely affecting the UK travel industry's
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ability to compete in the international market.**> Our inquiry concentrated on one major
component of the tax burden, namely the cost of UK visas.

The cost and availability of a UK visa

127. Visitors from 109 countries require a visa to visit the UK, including those from the
fastest growing source markets of India, China and Russia.?* The cost of a single, double or
multiple entry visa to enter the UK, valid for sixth months, currently stands at £65.>* This
represents the cheapest available visa option for visitors. The cost of a UK visa has
increased markedly in recent years; it rose by 85% in February 2005, and a £15 out-
sourcing charge was applied in 2006.**° Meanwhile, UKinbound reports that competitor
destinations are lowering the cost of visas and increasing the ease of applying for visas from
many destinations.*” A Schengen area visa, which permits access to 21 European
countries, costs visitors (such as those from China and South Korea) €60. However, if they
also choose to visit the UK, they still must pay the £65 for a UK visa.

128. Clearly, in comparison to a Schengen area visa, a UK visa does not represent value for
money for prospective visitors. UKinbound told the Committee that the relatively high
cost of a UK visa is due to a Treasury stipulation that UKvisas, which administers the
system, must recover the full cost of their operations from the visa fees they charge.”*® The
increase in the cost of a UK visa in recent years is explained by an increase in the costs
incurred by UKvisas in administering and enforcing the system.**

129. The Tourism Alliance argues that tourism is a particularly price sensitive industry.>°

It presented evidence of a downturn in inbound tourism expenditure that may be
attributed to the rise in the cost of a UK visa implemented in February 2005. In 2005,
expenditure in the UK from visa markets was 11.1% lower than in 2004, while expenditure
from non-visa markets increased by 9.2%:

Visitor expenditure in the 2004 (£ 2005 (£ % change
UK million) million) ° 9
India 238 226 -5.0%
Russia 151 136 -9.9%
UAE 179 160 -10.6%
China 131 114 -13.0%
Saudi Arabia 98 116 +18.4%
Thailand 101 45 -55.4%
Taiwan 45 41 -8.9%
Visa Requiring Countries 943 838 -11.1%
Total World 13,047 14,248 +9.2%

Source: Ev 56-57
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130. Such losses in visitor expenditure were not experienced by the UK’s key competitors.
For example, spending by Chinese visitors to Australia increased by 9.1% in 2005 and to
Germany by 18.6%.>"

131. The Tourism Alliance told us that the level of visa prices is “a major deterrent” to
prospective visitors.** It also stated that “there is some evidence that tour operators
bringing groups will bring groups to Europe and miss out the UK, due to the additional
[visa] cost”.*>* Eurostar agreed that UK visa prices have a negative effect on encouraging
tourism into the UK, especially from emerging markets such as China and South Korea.***
The Association of Leading Visitor Attractions argued that there is a greater financial
benefit for the UK from the expenditure of inbound tourists, in comparison to the benefit
of UKvisas’ revenue-neutral funding model.?** The Tourism Alliance made a similar point:

“If you take the example of the people from India, each person from India actually
spends a thousand pounds once they get into the UK. If we are charging them £63
for a visa and £40 air passenger duty we gain £100 but lose £1000 if we deter
them”.>*

132. Visit London argues that the policies of UKvisas and the tourism marketing bodies in
the UK are not complementary:

“If the marketing and PR efforts of VisitBritain, Visit London and others work, then
the resultant increase in the number of visa applications to come to the UK will lead
to an increase in administrative costs|...]for UKvisas. Due to its revenue-neutral
funding model, UKvisas will then cover this increase by raising charges [which will
subsequently] deter future visitors”.>’
133. UKinbound calls upon the Government to end the Treasury stipulation of full cost
recovery in order to offer a more reasonably priced visa to prospective tourists.>® The
Tourism Alliance suggests the introduction of two new visa types:

e “A competitively priced ‘add-on’ UK visa for Schengen visa holders”;

e “A cheaper short-term single entry visa”.*

134. However, the cost of assessing the risk of permitting entry to a foreign national to the
UK is broadly the same irrespective of whether that person is coming for 30 days or six
months.?® Therefore, it is apparent that the costs of administering a competitively-priced
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short term visa designed for tourists would violate UKvisas’ current policy of cost recovery.
As such, the Minister of State at DCMS observed that “there are some clearly difficult
negotiations that we are engaged in [with the Home Office]”.**' Nevertheless, she assured
the Committee that visas “has been one of the key issues on which I have focused my
attention”.*®?

135. Besides cost, there are practical difficulties involved with obtaining a visa to visit the
UK. For instance, visa applications must be completed in English. Southwest Tourism
suggested to the Committee that, “if we were going to China we would find it quite difficult
to fill out a form in Mandarin”*® There has also been suggestions that the UK is
sometimes disadvantaged by its introduction of a biometric visa system. The UK is some
way ahead of the rest of the world (the USA excluded) in introducing a biometric visa
system, creating practical difficulties for prospective visitors from countries without such
systems. For instance, visitors to the UK from Russia often have to travel long distances
within their own country in order to record the biometric information necessary to obtain
a UK visa.>*

136. The high cost of obtaining a visa to visit the UK is one constraint on inbound
tourism. The cost of a UK visa is not competitive with that of our European neighbours
and this acts as a disincentive for those requiring a visa to enter the UK to visit. It is not
the only cause of the recent drop-off in inbound tourism revenues, but it is almost
certainly a contributory factor. We are deeply concerned that the consequences for
tourism appear not to have been considered by the Home Office when the new visa
charges were drawn up. We strongly recommend reforms to the current system to
address this disincentive and we are therefore encouraged to hear that there are now
ongoing discussions between DCMS and the Home Office. We support the plans for a
“Schengen add-on visa”, which would make visits to the UK for those already holding a
Schengen visa a more affordable proposition. We also support moves to introduce a
cheaper, short term, single entry visa. However, these modifications are unlikely to be
possible under UKvisas’ revenue-neutral model. This system is putting off potential
visitors who are likely to boost the UK economy to a far greater degree than the value of
a visa. We recommend that the Government undertakes a cost-benefit study into the
effects of reduced visa charges under certain circumstances, with a view to reforming
the present system.

137. We recommend that the Government also reviews the practicalities associated with
obtaining a UK visa. Modifications to the present system, such as permitting the
completion of visa forms in certain other languages, could make obtaining a visa a
simpler process for prospective visitors without compromising the UK’s national
security.

138. During our investigation, we received no evidence on the potential impact of the
current entry clearance regime on the availability of visas both generally and in respect

%1 Q479
%2Q 478
263 Q 553
*4Q 106



46

of visitors to the 2012 Games. The recent European Champions League final in
Moscow, however, does highlight the dilemmas faced by government when confronted
with a rush of applications for a popular event, even when potential “over-staying” was
not an issue. The Government will clearly have to give considerable thought to this
issue in the approach to the 2012 Games.

Statistics

139. DCMS has responsibility for national tourism statistics, overseeing three main
surveys:

e the International Passenger Survey (IPS), which measures inbound visits to the UK,
analysed by region/destination, and visitor expenditure;

e the UK Tourism Survey (UKTS), in which consumer interviews form the basis of an
assessment of domestic tourismy;

o the Leisure Day Visits Survey (LDVS), which is a survey of day tourism conducted
approximately every three years.”

140. In addition, data on tourism is collected at regional and local levels, and also by trade
associations and the private sector. However, it is often only the big private sector firms
that can afford to conduct their own research, and they do so typically for their own
marketing and planning purposes. The numerous smaller players are often unable to
justify the cost of collecting their own statistics. It is for this reason, coupled with the need
to make informed strategic decisions on the future of the industry, that public sector
statistical sources are necessary.*®

Deficiencies

141. The Committee received a considerable amount of evidence criticising the current
provision of tourism statistics. The British Association of Leisure Parks, Piers and
Attractions argued that government statistics are “not sufficient given the size and
economic contribution of the tourism industry”.*” Local authorities were similarly critical
of the situation. For instance, East Riding of Yorkshire Council argued that the statistics are
simply not sufficiently accurate for policy making and expenditure decisions.
Pembrokeshire County Council stated that the existing methods for assessing the volume
and value of the industry at a local level are inadequate and expensive.**® A further criticism
centred around the ineffective transferral of statistics between tourism businesses and local
and regional government, in part due to commercial confidentiality, but also due to poor
coordination.*®
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142. The Committee also heard evidence from two independent experts in this field,
Professor Victor Middleton*” and Professor John Fletcher.?”! They felt that “the current
statistics may provide some robust estimates at the national level when considered in an
aggregate sense”. However, they argue that the statistics are “woefully poor when
considered at regional level and may be wildly inaccurate at sub-regional and local level”,
as the dataset reduces in size. Moreover, if the statistics at national level are disaggregated
by type of visitor, period of visit or time of visit, “the statistical errors attached to the values
increase significantly”.*”

143. The lack of confidence in the tourism surveys shows itself in interesting ways. Rather
than rely on the tourism data, the Chief Executive of Southwest Tourism prefers to consult
with the laundries that serve the hotels: “if those guys tell me [business] is 2% up or 2%
down, I believe the guys washing the sheets more than I do government statistics”.?”> As
Southwest Tourism readily admits, this is a sad reflection on the state of affairs.”*

144. However, London and Scotland are exceptions to this situation. London now
generates its own tourism statistics, in addition to those provided at a national level. The
London Development Agency has invested heavily over the past three years in its tourism
statistics and now has four London-only research projects.”> One of these, the Local Area
Tourism Impact (LATI) model, is able to measure the volume and value of tourism at a
borough level. Visit London told us how this was being welcomed by boroughs as a means
to develop strategy and allocate resources effectively.?’* We encourage the other regions to
follow London’s lead, and draw on the experience of the London Development Agency
in improving the provision of tourism statistics.

145. There are real economic benefits to be realised from better quality statistics. There is a
widely held view that the inadequacy of the data leads to a lack of recognition of tourism in
the wider economic development arena:

e Oxford City Council told us that “without effective data capture it is difficult to justify
local authorities’ investment in tourism”;*”’

e The RDAs told us that a lack of credible data renders difficult the efficient allocation of
resources;?’®

e The RDAs also argued that the industry has suffered in its discussions with the

Treasury over funding because it does not have a robust statistical base with which to

present a convincing case.””
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146. Aside from funding considerations, an improvement to the current provision of
statistics would also help the industry to base its plans on a more up to date and informed
view. While few doubt the potential of the tourism industry in the UK, it is difficult for this
potential to be realised without a reliable understanding of which sectors and regions
attract the most economic benefits.”®® The Minister accepted that an adequate statistical
base is “really important” for the industry.*®!

Allnutt’s solution

147. In June 2004, DCMS and the Office for National Statistics commissioned a Review of
Tourism Statistics. This is commonly referred to as the Allnutt Review after the author,
Denis Allnutt. The Allnutt Review came about as part of a Tourism Statistics Improvement
Initiative which followed a growing acceptance by the Government of the need to improve
the quality of data.®* As the Allnutt Review outlines, deficiencies in tourism statistics had
been apparent for many years, despite earlier recommendations for improvements.” The
Review opens with a damning summary of the situation:

“Due to the sheer diversity of tourism services and the unique challenge of
measuring a consumer defined industry, we have come to believe that there is no
other sector in the UK economy as significant as tourism in which the key strategic
and management decisions are so hampered by a lack of adequate data. Existing
sources are no longer fit for purpose and the potential economic, social and
environmental contributions of the tourism sector will only be realised if priority is
allocated to better measurement”.**

148. The Allnutt Review made fourteen major recommendations, relating both to specific
improvements to individual surveys, and more general improvements to the overall
provision of statistics. It also recommended the establishment and resourcing of a Tourism
Statistics Unit. It is clear that the findings of the Allnutt Review are widely supported
throughout the tourism industry.?® The Association of Leading Visitor Attractions told us
that “everybody in the industry basically signed up to [the Allnutt Review][...]we do not
need to reinvent the wheel here; what is needed is contained in that report”.?¢

149. The Allnutt Review suggests that additional resources in the region of £8 million per
annum (at 2004 prices) would be needed to implement the recommendations. While it is
unclear how much extra DCMS has provided since 2004,**” it does claim to have
“prioritised the recommendations in light of available funding”.?®® This included the re-

279°Q 215

280 Q 420

21Q 519

282 Review of Tourism Statistics, June 2004
283 Review of Tourism Statistics, June 2004
284 Review of Tourism Statistics, June 2004
5 Q 44; Q 162; Ev 274

26 Q 44

%7Q 517

288 Ey 207



49

tendering of the contract for the UK Tourism Survey, which DCMS claims is now much
improved. Tourism Satellite Accounting, a globally recognised method for calculating the
value of the industry at national and regional levels, was also adopted. However, DCMS has
been widely criticised for failing to implement adequately many of the recommendations
of the Review.*

150. Professor Victor Middleton and Professor John Fletcher stated that no priority has
been given to better measurement of the tourism sector since the publication of the Allnutt
Review.”® They also qualified the improvements that DCMS did cite. They told us that
Tourism Satellite Accounts (TSAs) are “being constructed from either poor quality data or
by ‘borrowing’ data from other economies”. As such, the high level of accuracy associated
with the term TSA is, they claim, “totally misleading”®' They argued that the
improvements to the UK Tourism Survey merely represented progress from a very low
base, as there was a period when the “whole system collapsed” prior to the Allnutt
Review.*? They added that methodological changes to this survey and the Day Visit survey
have now inadvertently rendered effective comparisons with previous years impossible.**
In summary, Professor Victor Middleton told us that not one of the 14 recommendations
in the Allnutt Review has been fully implemented.**

Recent developments

151. The evidence before the Committee suggested that there was limited expectation from
the industry that the Allnutt recommendations would be fully implemented. When the
Minister gave evidence in February 2008 she told us she would like to make more rapid
progress.”> However, it was also clear from her comments that the amount DCMS has
budgeted is somewhat less than the £8 million price tag quoted in the Allnutt Review.**
This figure has seemingly been rejected as politically unrealistic. Yet we were told that if the
expenditure per head of population in London on tourism statistics were to be grossed up
to the whole of England, this is approximately the figure that would be reached.””

152. Although the Allnutt Review was published four years ago, the industry still believes
that its proper implementation would go some way to solving the statistics problem.
Professor Middleton told us that the recommendations are “a very good place to start”,
although there is now the need for a greater emphasis on local statistics.”® It is pleasing
therefore that recent planned developments are linked to the Allnutt Review. In response
to the Allnutt recommendation to develop a Tourism Statistics Unit, we understand that
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plans for a new “Tourism Intelligence Unit’ (TIU) are now being drawn up. The plans are
being developed by the recently formed English Tourism Intelligence Partnership (ETIP),
which is co-funded by the RDAs and VisitBritain.*®® The TIU, which will sit within the
Office for National Statistics, will review the Allnutt recommendations and prepare “costed

proposals for future development and implementation”.**

153. The provisional work plan for the TIU includes:

e Possible future inclusion of the UK Tourism Survey and the Leisure Day Visits Survey
within the ONS’ new Integrated Household Survey;

e The development and publication of a better statistical picture of the supply side of
tourism data;

e Scoping and costing of future development of Tourism Satellite Accounts;

e A review of the recommendation to improve methods for producing local tourism
statistics;

e The development of a series of guidance notes that will outline the basis and quality of
all key tourism statistics.*”

154. These plans are a welcome development. However, they remain only provisional plans
and it remains to be seen what concrete progress is actually made in the coming months
and years. Professors Victor Middleton and John Fletcher recently told us that “initial
progress is impressive”, but they cautioned that this in itself does not yet represent the
implementation of the Allnutt Review recommendations.**

155. The current deficiencies in the provision of statistics are a major constraint on the
potential growth of the tourism industry. The findings of the Allnutt Review, which
outlined many of these deficiencies, drew wide support from the industry. Yet it is clear
that its reccommendations have thus far been implemented only in a very limited and
piecemeal fashion. There has therefore been very little benefit to the industry as a
result. However, the Committee is encouraged by the plans to develop a Tourism
Intelligence Unit. We support the proposal for the Unit to review the Allnutt
recommendations, with a view to their development and implementation. While this is
a positive step, the Unit must receive adequate funding so that the limitations of
tourism statistics, that have been recognised for so long, can finally be addressed. We
note that no definite commitments have been made beyond setting up the Unit. It is of
vital importance to the industry that this should not be merely another false dawn.
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Environmental sustainability

156. Environmental sustainability is an issue of growing importance in the industry.
Tourism, by its very nature, is often dependent on maintaining the environment in order
to be able to continue to attract visitors. It is therefore no surprise that there are a number
of environmental success stories in the industry. For example, in 2004-05, six local
authorities—Birmingham City Council, the Broads Authority, Greenwich Council, New
Forest District Council, South Hams District Council, and Tynedale District Council—
were awarded Beacon Council status for best practice in promoting sustainable tourism.*”
Indeed, New Forest District Council, a pioneer of sustainable tourism, was recently named
the overall winner in the worldwide Responsible Tourism Awards.***

157. Nevertheless, there are a number of features of the industry that are inherently poor
from an environmental viewpoint. For instance, the level of waste recycling in the industry
has been criticised in our inquiry. The British Resorts and Destinations Association testifies
to a limited level of waste recycling from hotels.”® We discuss the environmental
performance of the accommodation sector in more detail in the following section of this
report on the Green Tourism Business Scheme.

158. Transport is one of the other main environmental considerations for the industry. The
mode of transport to and from a destination is often by car or plane. Indeed, 86% of UK
staying visitors arrive at their destination by car.*® The Welsh Assembly recognises that
this practice is difficult to alter, and instead aims to encourage those visitors to explore
Wales by bike or public transport once they have arrived.””” The Greater London Authority
has a similar approach. London is very dependent on inbound air traffic to deliver its 13.4
million international visitors. The GLA is keen to promote greener travel options once
these visitors have arrived in the capital.®® In accordance with this principle, every
February the London Blue Badge Tourist Guides organise and lead a ‘Walking
Weekend’>*”

159. However, for rural tourism businesses, it is often the case that the only viable means of
access is by car. Country houses, parks, castles and abbeys of the sort run by English
Heritage and the National Trust are often difficult to access without a car. However, there
are exceptions. In places such as Hadrian's Wall Country, where there is a concentrated
group of tourist attractions, it is financially viable for a bus service to operate.’’’ Similarly,
the Derwent Valley Mills World Heritage Site in Derbyshire benefits from a railway line
along its entire length.’"' Natural England, the-non departmental public body established
in 2006 to replace English Nature and some functions of the Countryside Agency and the
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Rural Development Service, seeks to ensure that tourism can develop in a manner that
protects and enhances the natural environment.’’* The three main aims of Natural
England’s project to reduce the transport impact of nature-based tourism are:

¢ to develop and encourage the take-up of more sustainable travel options;

e to provide more information on the natural environment for transport users, in order
to increase their understanding, enjoyment and appreciation of the natural
environment;

e to raise awareness of the impact of people’s travel patterns and behaviour.’"?

160. We recognise that it is not always possible to provide sustainable travel options to
tourist attractions, particularly when the attractions are remote or do not attract large
numbers of visitors. However, where opportunities do exist, we encourage the public
and private sectors to work in partnership to reduce the reliance on the car and the
pressure this places upon the local environment.

161. Despite these challenges, green issues are clearly becoming more important in the
sector. The Association of Leading Visitor Attractions told us about a new code of conduct
for attractions which exhorts them to act in a sustainable way.’'* Southwest Tourism
recently published its top ten actions for “going green”.’”* The National Caravan Council
promotes an Environmental Code for caravan holiday parks,’'® while the Museums
Association has been undertaking a major review of the environmental sustainability of

museums.’"”

162. These measures are being taken in response to growing pressure from the public. A
Green Holiday Survey conducted by Travelodge found that 87% of consumers felt tourism
companies and hotels have a responsibility to operate in a way that protects the
environment.’®® The survey also found that the British public is willing to sacrifice an
annual total of 14 million trips abroad by flying less in order to do their bit to combat
climate change. If such a finding proves to be true, it would not only have environmental
benefits but would also provide a much needed boost to the domestic tourism market. The
Scottish Chamber of Commerce and the Northern Ireland Chamber of Commerce argue
that it makes practical sense for tourism businesses to act in a sustainable manner. Some
overseas tour operators, especially those from Germany, insist on using environmentally
friendly hotels.’"*

163. We are encouraged by the growing profile of environmental issues in the tourism
sector. However, while significant progress has been made in recent years, there is
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clearly still scope for the industry to become more environmentally sustainable. The
public is beginning to demand a better performance from tourism businesses on
“green” issues, and we encourage the industry to respond to this demand. This will not
only bring environmental benefits but will place businesses at a competitive advantage
to those failing to meet the public’s environmental expectations.

The Green Tourism Business Scheme

164. During the inquiry, we heard about several “green” initiatives within the tourism
sector. A number of submissions made reference to the David Bellamy Conservation
Award Scheme, for holiday parks with policies showing active concern for the
environment.*”® At a local level, we heard about CoaST (Cornwall Sustainable Tourism
Project), which seeks to help the tourism industry in Cornwall become more sustainable.’*
However, the most prominent of the environmental initiatives is the Green Tourism
Business Scheme (GTBS). The GTBS is an accreditation system set up in 1998 that assesses
participating businesses against a set of environmental criteria. The scheme started in
Scotland and is now becoming widespread in the rest of the UK.*** VisitScotland informed
us that the GTBS is the most successful scheme of its kind in Europe.’”

165. The GTBS is only open to businesses and operators that belong to a National Quality
Assurance Scheme (NQAS). This has been criticised in our inquiry. South Hams District
Council and Caradon District Council argue that the system should work the other way;
Quality Assurance should not be granted unless green issues are adequately addressed.’** It
has even been suggested that some NQAS criteria are actually at odds with recognised best
practice in environmental sustainability. As Caradon District Council told us, “this just
perpetuates the outdated notion that high quality is linked to high consumption”.’*> The
British Resorts And Destinations Association calls for the National Quality Assurance
Schemes to place much greater emphasis on environmental practice.” Similarly, Tourism
South East wants to see the integration of GTBS principles into the NQAS—at the very
least ensuring compatibility.**’

166. As discussed in Chapter 6: Quality of serviced accommodation, the Government has
recently made a commitment to use only NQAS providers for Government travel.
However, due to the misalignment between NQAS and GTBS, this measure does not
necessarily ensure that Government contracts go to environmentally friendly
accommodation providers. Southwest Tourism told us that if “green” accreditation was a
pre-requisite for winning a Government contract, this would “give the biggest boost to the
accreditation of businesses...and all the positive things that come with that”.*?® Of course, if
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NQAS were to be adjusted to incorporate environmental principles, it follows that the
environment would then automatically be a consideration for every Government
accommodation contract.

167. There is little doubt that the Green Tourism Business Scheme has helped promote
and reward environmental sustainability in the tourism sector. However, we are
convinced that some modest changes would lead to both a greater uptake and a greater
effectiveness. Significant benefits can be realised from ensuring a closer alignment
between the National Quality Assurance Schemes and the Green Tourism Business
Scheme. Environmental sustainability should be included within the NQAS. The
Government must also take a lead in rewarding those accommodation providers that
operate in a sustainable manner. We recommend that sound environmental practice
should be a pre-requisite for the acquisition of accommodation contracts for the
Government and its sponsored bodies.

Double British Summer Time

168. The Committee heard evidence from a number of bodies that presented the case for
the introduction of “Double British Summer Time”. This is a proposal to advance time in
England and Wales by one hour throughout the year. As such, winter would be one hour
ahead of Greenwich Mean Time and summer two hours ahead. This would increase
daylight by one hour in the evenings and decrease it by the same amount in the morning. It
would also bring time in England and Wales in line with that of the Central European
Time Zone. A private Members Bill covering this proposal was introduced and debated
during the 2006-07 Parliamentary session, but the question on Second Reading was never
put.’”® A similar Bill introduced in the 2007-08 Session was debated on 7 March 2008 but
has yet to receive a Second Reading.

169. The Tourism Alliance, the British Association of Leisure Parks, Piers and Attractions,
and the Association of Leading Visitor Attractions all argued that Double British Summer
Time would lead to environmental benefits. These claims are supported by research
published by Cambridge University in October 2007.**° The research found that a
reduction in peak evening electricity demand, brought about by lighter evenings, would
result in a 2% reduction in average daily wintertime electricity consumption. It is estimated
that, as a consequence of this reduction in consumption, the UK’s carbon emissions would
be reduced by 1.2 million tonnes per annum.

170. The tourism industry also outlined two other major benefits of the proposal:

e An estimated 104 fewer deaths and 450 fewer serious injuries caused by road accidents,
with a £200 million cost saving for the National Health Service.”® The then Roads
Minister, the Rt Hon. Dr Stephen Ladyman MP, endorsed these figures in 2006.>*

329 HC Deb, 26 January 2007, col. 1674
30 Daylight saving in GB; Is there evidence in favour of clock time on GMT?, University of Cambridge, 19 October 2007
31 Transport Research Lab, 1998, quoted in Daylight saving in GB; Is there evidence in favour of clock time on GMT?

332 Stg Co Deb, Standing Committee A, 20 April 2006, Road Safety Bill, col. 288
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e Lighter evenings are expected to boost overall spending in the UK leisure sector by £2
billion.**

171. However, we are aware that there is some opposition to the proposal. For instance,
VisitScotland told the Committee that it would be unlikely to give the proposal its
support.*** Putting the clocks forward in England and Wales would create a one hour time
difference with Scotland, which VisitScotland claimed would cause problems for other
industries. It argued that the finance sector in Scotland would not want to be in a different
time zone to London.”” Nevertheless, the Confederation of British Industry (CBI) is
supportive of the proposal.**

172. The Committee recognises that the introduction of Double British Summer Time
does not have universal support. However, there is a growing body of convincing
evidence demonstrating the benefits of the proposal, not least in terms of energy
savings, road safety and increased tourism revenue. On the other hand, there are
objections that different time zones within the UK would not be feasible nor desirable.
We call on the Government therefore to consult widely on this matter to see if a
consensus could be reached.
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Conclusions and recommendations

It is obviously the case that non-departmental public bodies should always be
looking to run their operations more efficiently. However, in the case of VisitBritain,
no-one has demonstrated that there are inefficiencies in the way it conducts its
operations, and certainly not of the scale to justify the cut in its resources that is
proposed. Instead, we share the view that VisitBritain is generally a well-run and
efficient organisation and regard the Government’s attempted explanation of its
decision as wholly unconvincing. (Paragraph 40)

While recognising the tightness of this year’s public expenditure settlement, we find
it extraordinary that Ministers took the decision to concentrate all of the pain on the
Department’s funding for tourism. Indeed, we believe that there was a strong case for
increasing the resources available to VisitBritain given the evidence of the economic
benefits that can result and the unique opportunity provided by the forthcoming
2012 London Olympic and Paralympic Games. The decision to cut resources is
simply baffling and should be reconsidered. (Paragraph 41)

There is a danger that in seeking to secure greater funding from non-Government
sources, VisitBritain’s role in marketing the UK may be compromised, and
VisitBritain should ensure it strikes an appropriate balance when agreeing
commercial deals. However, on balance, we believe this is less damaging to the
industry than the alternative of a blind reliance on Government funding. (Paragraph
49)

VisitBritain’s network of overseas offices plays a major role in attracting overseas
visitors to the UK. We understand that a certain amount of readjustment on the part
of VisitBritain will be necessary in response to its budget cut, but we urge it to
prioritise the maintenance, wherever possible, of its overseas offices. The closure or
relocation of office space could, in fact, prove more expensive to the taxpayer in the
long term. (Paragraph 50)

As things stand, there are insufficient incentives for local authorities to invest in
tourism. The fact that tourism is a discretionary function means that it is always
susceptible to a reduction in funding when budgets become tight. Yet in many local
authorities, tourism represents a very significant sector of the economy and
investment in the industry should be seen as a necessity rather than a luxury.
(Paragraph 54)

We welcome the new fund to support England’s seaside resorts, many of which
struggle to maintain visitor numbers. It is essential that the funds are spent wisely,
not just to maximise the benefit to the resorts, but also to demonstrate to the
Treasury that such an investment is effective and worthwhile. There are clearly limits
to the difference £45 million over three years can make to England’s many seaside
resorts. We recommend that the Government evaluates the wider economic impact
of the fund to see whether the returns justify an increase in its size. (Paragraph 59)
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The publication of the list of sports facilities that will appear in the London 2012 pre-
Games training camp guide generated substantial media coverage and it may have
raised expectations beyond a reasonable level. There are no guarantees as to which
areas National Olympic/Paralympic Committees will choose for their athletes, or
indeed whether they will locate themselves in the UK for pre-Games camps at all.
(Paragraph 71)

The very fact that the Olympic and Paralympic Games are hosted by cities and not
countries inevitably limits the extent to which areas outside the host city can expect
to benefit. From a tourism perspective, there are some limited short-term benefits to
be realised outside London. However, we doubt whether these are as great, or as
certain, as the Government has suggested. The principal tourism potential of the
Games, in London and the rest of the UK, lies in the positive legacy that would be
created by the effective promotion and delivery of a top-class Games. (Paragraph
73)

We regret that there are no plans for any brand to be generally available for use by
tourism businesses. This is a missed opportunity which reduces the potential for
tourism businesses to gain maximum benefit from the Games, and we urge that this
be reconsidered. (Paragraph 76)

It is regrettable that the Government is committed to a Comprehensive Spending
Review settlement so close to London 2012 with a substantial funding reduction for
the body responsible for marketing the UK overseas. We do not doubt that there are
other factors which will underpin the delivery of DCMS’s Olympic tourism strategy,
but effective marketing of the UK overseas must be a priority. We believe that it is
not too late to realise fully the tourism benefits of the Games, but a greater
investment from the Government is necessary. We recommend that provision is
made as soon as possible for additional funding for VisitBritain specifically for this
purpose. (Paragraph 89)

If planned, marketed, and delivered successfully, major events can provide short-
term economic benefits, together with the opportunity for a lasting legacy. We are
hugely encouraged by the calibre of events that the UK is now attracting on a regular
basis. In particular, we congratulate Glasgow on its successful bid to host the 2014
Commonwealth Games. These Games represent a real opportunity to maintain the
momentum that we hope will be generated by a successful London Olympic and
Paralympic Games. We recommend that the organisers of the London and Glasgow
Games work closely together, and ensure that any lessons learnt from London are
applied to Glasgow. (Paragraph 93)

We are satisfied that DCMS is the correct government “home” for tourism and
advise against any further organisational change. However, this does not mean we
are satisfied with DCMS’s performance on tourism. We are concerned by the lack of
confidence the industry appears to have in DCMS. We are also discouraged that
responsibility for tourism has been so frequently transferred between Departmental
Ministers creating an impression that it is seen as an afterthought which has to fit in
with their other responsibilities. This impression is strengthened by the fact that the
Minister with responsibility for tourism no longer has this recognised in their official
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title and we recommend that this is reinstated in the title of the responsible Minister.
That said, there are some isolated signs that the Department is beginning to
represent the industry better across government. We would like to see more
consistent evidence that tourism is becoming a mainstream issue in government. We
would also like to see DCMS provide a stronger strategic lead to the industry, and we
hope that the new national tourism strategy represents a willingness to do so.
(Paragraph 98)

The restructuring of the tourism industry in 2003 devolved responsibility for tourism
to the RDAs. While this has given the regions a greater say in how they develop the
industry, it has also resulted in tourism nationwide becoming fragmented, with
widespread variation between regions as to the significance attached to it. There is a
lack of overall strategic direction, which only DCMS can provide. Meanwhile, we
encourage the RDAs to work together through initiatives such as Partners for
England to share best practice and ensure a more coordinated approach to tourism
development in England. (Paragraph 103)

Raising the quality of accommodation is essential to improving the industry, and the
NQAS is an important tool in this regard. We support the Government’s efforts to
increase the number of accredited accommodation providers within a single
recognised scheme, but agree that the scheme should remain voluntary. However, we
recommend that the scheme be made more flexible so as not to disadvantage smaller
or unorthodox accommodation providers. We recommend that the costs for smaller
providers are reduced in order to take account of their lower turnover, perhaps to be
balanced by increased fees charged to the larger hotels. (Paragraph 110)

We are encouraged by the level of funding and attention that is being offered to
address the skills deficiencies that are constraining the industry. However, it is
disappointing that so few small businesses in the tourism sector actually access the
funding available to them for developing staff skills. While this is to some degree a
failing of the businesses themselves, the Government and its agencies must place
greater emphasis on coordinating and promoting these opportunities. (Paragraph
120)

While we recognise the value of migrant workers to the industry, a reliance on this
stream of labour may not be sustainable in the long term. We would like to see the
Government and its agencies place greater emphasis upon initiatives to attract the
locally unemployed to the industry. At the same time, local authorities and/or RDAs,
in partnership with the trade unions, should ensure that migrant workers are given
every opportunity to understand their rights. (Paragraph 124)

The high cost of obtaining a visa to visit the UK is one constraint on inbound
tourism. The cost of a UK visa is not competitive with that of our European
neighbours and this acts as a disincentive for those requiring a visa to enter the UK
to visit. It is not the only cause of the recent drop-off in inbound tourism revenues,
but it is almost certainly a contributory factor. We are deeply concerned that the
consequences for tourism appear not to have been considered by the Home Office
when the new visa charges were drawn up. We strongly recommend reforms to the
current system to address this disincentive and we are therefore encouraged to hear
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that there are now ongoing discussions between DCMS and the Home Office. We
support the plans for a “Schengen add-on visa”, which would make visits to the UK
for those already holding a Schengen visa a more affordable proposition. We also
support moves to introduce a cheaper, short term, single entry visa. However, these
modifications are unlikely to be possible under UKvisas’ revenue-neutral model.
This system is putting off potential visitors who are likely to boost the UK economy
to a far greater degree than the value of a visa. We recommend that the Government
undertakes a cost-benefit study into the effects of reduced visa charges under certain
circumstances, with a view to reforming the present system. (Paragraph 136)

We recommend that the Government also reviews the practicalities associated with
obtaining a UK visa. Modifications to the present system, such as permitting the
completion of visa forms in certain other languages, could make obtaining a visa a
simpler process for prospective visitors without compromising the UK’s national
security. (Paragraph 137)

During our investigation, we received no evidence on the potential impact of the
current entry clearance regime on the availability of visas both generally and in
respect of visitors to the 2012 Games. The recent European Champions League final
in Moscow, however, does highlight the dilemmas faced by government when
confronted with a rush of applications for a popular event, even when potential
“over-staying” was not an issue. The Government will clearly have to give
considerable thought to this issue in the approach to the 2012 Games. (Paragraph
138)

We encourage the other regions to follow London’s lead, and draw on the experience
of the London Development Agency in improving the provision of tourism statistics.
(Paragraph 144)

The current deficiencies in the provision of statistics are a major constraint on the
potential growth of the tourism industry. The findings of the Allnutt Review, which
outlined many of these deficiencies, drew wide support from the industry. Yet it is
clear that its recommendations have thus far been implemented only in a very
limited and piecemeal fashion. There has therefore been very little benefit to the
industry as a result. However, the Committee is encouraged by the plans to develop a
Tourism Intelligence Unit. We support the proposal for the Unit to review the
Allnutt recommendations, with a view to their development and implementation.
While this is a positive step, the Unit must receive adequate funding so that the
limitations of tourism statistics, that have been recognised for so long, can finally be
addressed. We note that no definite commitments have been made beyond setting
up the Unit. It is of vital importance to the industry that this should not be merely
another false dawn. (Paragraph 155)

We recognise that it is not always possible to provide sustainable travel options to
tourist attractions, particularly when the attractions are remote or do not attract large
numbers of visitors. However, where opportunities do exist, we encourage the public
and private sectors to work in partnership to reduce the reliance on the car and the
pressure this places upon the local environment. (Paragraph 160)
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We are encouraged by the growing profile of environmental issues in the tourism
sector. However, while significant progress has been made in recent years, there is
clearly still scope for the industry to become more environmentally sustainable. The
public is beginning to demand a better performance from tourism businesses on
“green” issues, and we encourage the industry to respond to this demand. This will
not only bring environmental benefits but will place businesses at a competitive
advantage to those failing to meet the public’s environmental expectations.
(Paragraph 163)

There is little doubt that the Green Tourism Business Scheme has helped promote
and reward environmental sustainability in the tourism sector. However, we are
convinced that some modest changes would lead to both a greater uptake and a
greater effectiveness. Significant benefits can be realised from ensuring a closer
alignment between the National Quality Assurance Schemes and the Green Tourism
Business Scheme. Environmental sustainability should be included within the
NQAS. The Government must also take a lead in rewarding those accommodation
providers that operate in a sustainable manner. We recommend that sound
environmental practice should be a pre-requisite for the acquisition of
accommodation contracts for the Government and its sponsored bodies. (Paragraph
167)

The Committee recognises that the introduction of Double British Summer Time
does not have universal support. However, there is a growing body of convincing
evidence demonstrating the benefits of the proposal, not least in terms of energy
savings, road safety and increased tourism revenue. On the other hand, there are
objections that different time zones within the UK would not be feasible nor
desirable. We call on the Government therefore to consult widely on this matter to
see if a consensus could be reached. (Paragraph 172)



Formal minutes

61

Tuesday 24 June 2008
Members present:

Mr John Whittingdale, in the Chair
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Third Report Preserving and Protecting our Heritage HC 9121, 1, 1
Fourth Report Women'’s Football HC 1357
Second Special Report  Women's Football: Replies to the Committee’'s HC 1646
Fourth Report of Session 2005-06
Session 2006-07
First Report Work of the Committee in 2006 HC 234
Second Report London 2012 Olympic Games and Paralympic Games:  HC69 |, Il
funding and legacy
Third Report Call TV quiz shows HC 72
Fourth Report Call TV quiz shows: Joint response from Ofcom and HC 428
ICSTIS to the Committee's Third Report of Session
2006-07
Fifth Report New Media and the creative industries HC509 |, Il
Sixth Report Caring for our collections HC 1761, 1l
Seventh Report Self-regulation of the press HC 375
First Special Report Self-regulation of the press: Replies to the HC 1041
Committee’s Seventh Report of Session 2006-07
Session 2007-08
First Report Public service content HC361, 11
First Special Report Public service content: Response from Ofcom to the HC275
Committee’s First Report of Session 2007-08
Second Report Ticket touting HC 202
Third Report Work of the Committee in 2007 HC 234
Fourth Report BBC Annual Report and Accounts 2006-07 HC 235
Fifth Report On-course horserace betting HC 37
Sixth Report London 2012 Games: the next lap HC 1041, 1l
Seventh Report European Commission White Paper on Sport HC 347
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