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Introduction 

This report seeks to make members aware of the above report. 

Background 

Members will recall that North Lanarkshire Council was consulted on the role and remit of the Scottish 
Tourist Board (STB) in 1997. The Prior Options Review forms the first stage of a Policy and Financial 
Management Review of the Board. It is expected to examine rigorously whether STB’s functions are 
required and if so, whether there is scope for privatising, contracting out or transferring to another body 
some or all of its functions. 

The Board has not previously been the subject of a Prior Options Review. A number of previous 
enquiries have considered the issue of Government support for tourism in the Scottish or British 
context. The most recent and significant of these was the review commissioned by the then Secretary of 
State for Scotland in 1992 into the Scottish public sector’s support for tourism. Implementation of the 
review’s recommendations led to a major rationalisation of the support structure. This Review 
concludes that the arrangements introduced by the 1992-93 review have proved effective and remain 
relevant. 

The review was carried out by the Scottish Office Education and Industry Department under the 
guidance of a steering group comprising representatives from the Scottish Office and STB together 
with an external member. The views of the public and interested parties were sought. 

This report sets out the main elements of the report. A copy of the document will be deposited in the 
members’ library. 

STB’s statutory andpolicy framework 

STB is a Non-Departmental Public Body (NDPB) established by the Development of Tourism Act 
1969. Its principal functions are to encourage people to visit Scotland and people living in Scotland to 
take their holidays there, and to encourage the provision and improvement of tourist facilities in 
Scotland. The Board’s principal operational activities currently cover UK and international marketing; 
visitor services; quality assurance; research, planning and development; and press and PR. 

The opportunity was taken to consider National Tourist Organisation (NTO) arrangements in the UK 
and elsewhere. The Review concludes that there are no grounds for believing that the arrangements for 
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national support to the Scottish tourist industry are generally inferior or likely to be less effective than 
the practice elsewhere. 

STB 's performance 

The measurement of tourism is always a difficult task. However, the evidence available suggests that 
tourism is clearly important to Scotland: tourism receipts in Scotland in 1995 amounted to 5421 per 
head of population whereas in England the equivalent figure was 5235. While the industry's 
performance in attracting overseas visitors in recent years has been good, its long term performance in 
the UK market remains relatively weak. Research also suggests that, while the seasonal distribution of 
visitors has improved significantly, there remains scope for improvement. Dispersal of visitors across 
Scotland also remains unsatisfactory. 

Assessing the performance of economic development agencies like STB in terms of their contribution 
to the wealth of the people of Scotland and the creation and maintenance of employment opportunities 
is inherently difficult. This difficulty is also compounded by the nature of the tourism industry and the 
many factors that influence holiday decisions which are outwith the control of NTOs like STB. In the 
absence of wholly reliable outputs STB has developed a range of largely intermediate or indirect 
outputs. It also undertakes post hoc evaluations of its various activities. The overall conclusion is that 
STB's performance is generally effective and that its activities are of a positive benefit to the Scottish 
tourist industry. 

The prior options 

A number of prescribed options have to be specifically considered as part of the Review. These are: 
0 abolition of the STB 
0 its privatisation 
0 

0 

its abolition and the transfer of its functions to another provider 
the contracting out of its functions en bloc 
its adoption as a Government Agency 
the market testing of individual NDPB functions 

0 

0 

The need for state intervention in Scottish tourism 

The existence of market failure is crucial to the need for STB. The Steering Group therefore sought a 
rationale for the Board in terms of an economic case for intervening in the tourism market (although it 
was also accepted that intervention on social grounds could also be justified). 

At the outset, a number of principal characteristics of the tourist industry were identified. These were: 
its diffuse nature; domination by small businesses and lack of vertical integration. STB '5 intervention 
to alleviate market failure was then considered under 5 main activity headings: 

general marketing efforts 
efforts to minimise seasonality 
efforts to increase the spatial spread of tourism expenditure 
efforts to improve quality 
efforts to disseminate research and provide guidance 

The Steering Group concluded that in each instance there is a case for intervention. It further concluded 
that, in overall terms, Scottish tourism is characterised by mismatches between the information sought 
by tourists and the incentives available to tourist businesses to provide that information. While this 
problem can theoretically be overcome through the establishment of trade associations, collaboration 
between the many small businesses comprising the Scottish tourist industry is difficult to achieve in 
practice. Tourist industry activity can therefore only be optimised through public intervention. 

The Steering Group's general conclusion is that there remains a requirement for all the main activities 
currently undertaken by STB to continue. The prior options of complete or partial abolition and 
privatisation were therefore rejected. 
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Delivery of STB functions 

2.14 The option of abolishing STB and transferring its functions to another public sector provider was 
rejected on the grounds that the outcome of the 1992-93 review of tourism support arrangements 
remains relevant. Such action as is necessary to improve the delivery of STB functions should be 
undertaken within the context of the revised responsibilities and relationships introduced by that 
review. 

2.15 The option of contractorisation was identified as, in principle, a feasible alternative. Practical 
difficulties were noted. More significantly, however, STB’s performance was regarded as effective and 
detailed scrutiny of the Board’s functions revealed relatively little scope for improving its cost- 
effectiveness. Accordingly, the Steering Group concluded that there is unlikely to be any obvious 
advantage in adopting this approach and rejected this option. 

2.16 It was also agreed that adoption of agency status was unlikely to bring any benefits and would run 
counter to the Government’s stated policy on the continuation of NDPBs which continue to serve a 
valid purpose. This option was also rejected. 

2.17 The Steering Group concluded that STB should continue to function as an NDPB. The Group therefore 
considered the market testing of individual Board functions. Thirty seven discrete activities were 
examined. In most cases there is no further scope for action. Relevant action recently completed, 
underway or required was noted in a number of instances. The activities concerned were 
a The Scottish Convention Bureau 
a Exhibitions and Events 
e Visitor Services - Information services 

Visitor Services - Quality Assurance 
Planning and Development - Industry Monitoring 
Press and PR - Press trips 
Press and PR - Corporate Events 
Finance and Administration - Financial Control and Management 

e 

a 

e 

a 

e 

Recommendations concerning these activities are made as appropriate. 

The future of STB 

2.18 The Steering Group agreed that there is scope for refining and refocusing both the type of support 
provided by STB and the way in which the support is delivered. A series of recommendations are 
therefore made, grouped by reference to a series of guiding principles as set out below: 

e 

a 

e 

STB should continue to undertake marketing, visitor servicing and development functions. 
STB should be open and accountable 
STB should have corporate cohesion 
STB should help give the industry strategic direction 
STB’s partnership with the industry and other public sector bodies should be meaningful and, 

e 
a 

a 

in terms of practical results, effective and efficient. 

3 Conclusions 

3.1 The Policy and Financial Management Review of the Scottish Tourist Board has confirmed the 
importance of public sector support at a strategic level to an industry which is becoming increasingly 
important to the Scottish economy. All such economic development organisations need to possess a 
clear remit to avoid duplication of effort and this review goes some way to achieving this objective. 
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4 Recommendations 

4.1 That members note the contents of this report. 

Stanley C Cook 
Director of Planning and Development L4- 

27 Julv 1998 

For further information, please contact Deborah Willie, Tourism Development and Marketing Officer 
Telephone: 01236 616280 




