 Terms of Reference A and J: 
Current and Forecast performance of the Northern Ireland economy; challenging nature of economic goals/targets in Programme for Government

Current Contribution to the Northern Ireland Economy
Tourism is not a standard industrial sector recognised in the national accounts framework.  Instead elements of sub-sectors such as hotels, restaurants, bars, cafes, museums, sport and other recreation activities have been grouped with elements of transport and travel trade to produce an estimation of the value of tourism.  

In 2007 NITB in conjunction with DETI commissioned a report to set out the economic role of tourism in the Northern Ireland economy and in particular to estimate the economic impact of tourism in terms of its wider impact to the economy.  This was undertaken using methods consistent with international practice.  Since then key statistics have been updated using 2005 data (2003 data was originally used). 

In essence, a crucial point to be considered in this Review is that Northern Ireland tourism currently supports approximately 41,000 jobs (5.2% of total jobs) and contributes £889 million to the economy.  Tourism contributes 3.7% of Gross Added Value (GVA) to the Northern Ireland economy.  This is comparable with several service sectors and agriculture.
Targets are set to grow tourism revenue by 40% and visitor numbers by 25% by 2010.   This is from a baseline of £371m for out of state visitor revenue and 1.98million visitors in 2006.  Final figures confirmed for 2007 show that 2.1m visitors came to Northern Ireland, spending £376m. Year end estimates for 2008 indicated that revenue has increased by 7% to over £400m.

However tourism lost ¾ of its island of Ireland market share of GB and overseas visitors as a result of The Troubles.  It currently gains 1/5 of these visitors to the island, previously having reached almost 2/5 of all GB and overseas visitors to the island of Ireland.  

In addition to the loss of visitors, investment in the tourism product has not kept pace with competitor destinations.  If Northern Ireland is to regain this lost market share and achieve the PfG targets then the offer to the visitor right across all aspects of product development, services and facilities must be strengthened.

Wider Economic Contribution

Tourism is not like many economic activities in that it is defined not by the product, but by the purchaser – in other words the Visitor.
 The Visitor Economy is a core concept that focuses on the direct contribution of tourism activities, that is the value added that is generated by the provision of tourism goods and services.  In direct terms this means accommodation, visitor attractions and transport such as airports.  This measure is in line with the concept used by the United Nations World Tourism Organisation (UNWTO) Tourism Satellite Accounts (TSA).  
A broader measure also takes into account indirect effects, that is the supply chain to the tourism industry (food, advertising, visitor services); in turn the supply of goods to the tourism industry (building of accommodation, infrastructure) and, additionally, the impact of capital investment and collective government expenditure on behalf of the tourism industry to form what is defined as the ‘Total Visitor Economy.’ 
Tourism offers the opportunity to spread benefits regionally throughout all of Northern Ireland.   For instance, whilst it is recognised that cities tend to be hubs for short breaks and business tourism, activity products and culture and heritage extend throughout Northern Ireland.   
Additionally, tourism promotes an image of Northern Ireland that is positive and is conducive to doing business here. 
 Unexploited links
There are close linkages between the Visitor Economy and other areas that create knock on benefits for a number of diverse sectors such as the retail sector and the manufacturing sector through the production of goods. Linkages to the creative economy are another area not always understood or exploited.   
Creative industries have their origin in skill and talent.  They can position cities as hubs in international creative networks where business people come to be creative or leisure travellers visit to be inspired by their ideas and products.  As such they are crucial in tourism terms but their interaction can be overlooked and therefore often not measured.   Creative industries are often considered in terms of economic development potential – their ability to generate employment, wealth and export growth. Invest NI defines its principal areas of interest to be Film and TV and Digital Content but the link to tourism is not captured or exploited.
Capture the Links
Economic competitiveness traditionally tends to focus on interventions to increase productivity growth and higher productivity industries.   As a result the potential for tourism, often associated with lower levels of per worker activity, is often not given prominence in policies and programmes to harness the important economic gains that could be achieved through the Visitor Economy and exploitation of links to other industries/sectors
 NITB suggests that to drive a successful economy in terms of growing business productivity, encouraging enterprise, investment and innovation that the role of the visitor economy is given greater consideration and prominence in all policies. 

Policy to Manage the Links
In 2001 DETI carried out a fundamental review of tourism policies.  The outcome was the development of a Strategic Framework for Action (2004-2007). This was later extended by one year to 2008.  As of today’s date there is no overarching tourism policy in existence.
As a result the national tourism priorities are not fully understood, opportunities are being missed and there is a high risk of policy duplication and contradiction. This is due to the highly fragmented nature of the industry and the multiple departments involved in tourism. The Departments combined offer numerous sources of potential funding for tourism (DCAL, NITB, Invest NI, DARD and DEL) and in the absence of clear policy direction and priorities, there is a high risk of misalignment of spend which is a waste of public funds. 
Without an overarching framework which includes a breakdown of targets and ownership, key performance indicators for tourism are not developed or aligned, thus inhibiting tourism from realising its potential. 
For Consideration by the Panel

NITB would ask the panel to note the critical importance of an overarching policy with agreed delivery mechanisms for tourism. This would then be a key driver in subsequently taking forward co-ordinated strategies for tourism development under the auspices of an economic policy that has fully captured tourism’s contribution.  
Within this we would additionally ask for consideration to be given to key performance tourism targets being set for Invest Northern Ireland as one of a number of key delivery agents and the identification of a method to influence the allocation of KPIs for all delivery agents involved.
Terms of Reference B & D
Current DETI/Invest NI policies and programmes, with an assessment of their effectiveness in stimulating productivity improvements; how can NI further attract FDI and promote domestic investment.
Current Situation

At its inception in 2002, DETI stated that “In supporting tourism projects Invest NI should operate within the context of NITB’s policy.   Within the Minister’s strategy and policy framework, NITB advises the Minister on the formulation and setting of tourism policy and in consultation with Invest NI, tourism development policy.  The role of Invest NI is primarily to assist the business development element of tourism with the context of NITB’s policy.”
Invest NI Corporate Plan 2008-2011

Invest NI refers to tourism in its Corporate Plan for the next three years as:

“We also recognise the role tourism has to play in the future growth of our economy and will continue to work with the Northern Ireland Tourist Board to capitalise on suitable opportunities as they arise.”

This statement reflects a highly reactive approach to tourism development.  Although NITB will work with Invest NI at an operational level the strategies required for tourism growth are not defined at Corporate Plan level.  

To date support for tourism has been broadly divided into two categories; capacity i.e. support for capital investment in accommodation and capability i.e. assisting business development.
Accommodation Capacity 

Since its inception Invest NI has supported 79 capital projects offering assistance of £15.4m (including £2.5m from the International Fund for Ireland).  This in turn has leveraged private sector investment in excess of £70.5m (including IFI of £9.4m).  
Support has been given primarily to the hotel sector, with some development in country style guesthouses providing around 600 additional bedrooms.   Historically, the type of assistance offered has been important and has addressed market need reasonably well.   NITB has worked with Invest to communicate the market needs, driven by the visitor, for the types of accommodation required.   
Need for Growth

NITB has identified the need for further hotel development, providing an increased capacity in the region of 2,500 -4,200 rooms equating to around 50-80 smaller hotels or 15-30 hotels.   In the guesthouse sector there remains a need for high quality premises and to an extent the Bed and Breakfast sector, particularly to support key activity and special interest products.   

The opportunity exists to set challenging targets for delivering accommodation stock by Invest Northern Ireland during the three year life span of its current Corporate Plan and in the longer term beyond that through to 2018.  
Delivery will require a more proactive approach to tourism development than is currently the case at Invest Northern Ireland.
Capability – Business development 
Invest has supported tourism businesses through a series of capability  and development programmes including marketing support, development of ICT, training for staff and business development skills.
NITB has set out in its draft 2008-2011 Corporate Plan the need to deliver a world class visitor experience and has identified, through our Industry Development Programme,  a number of interventions to enable the tourism industry to learn from international practice.    
The opportunity exists for Invest NI to assist and inform the development and expansion of a range of programmes specifically tailored to the tourism industry.   Currently NITB is undertaking a number of programmes and there is the need for clarity between roles. 
Product Development
NITB has identified four product areas key to developing the tourism experience across Northern Ireland and to drive investment.   These are Cities, Culture and Heritage, Sports Tourism Activities and Waterways and Business Tourism. 

Overarching these product areas are the 5 Signature Projects which include Titantic/Maritime Belfast; Causeway Coastal Route; Walled City, St. Patrick’s and Christian Heritage; and Mournes.  These projects present what is unique about Northern Ireland and are of sufficient high profile to attract the attention of visitors.  
These projects are creating opportunities for the private sector to develop visitor services and products particularly where key gaps exist in the range that is currently available  - attractions, things to do, and facilities that all contribute to service the visitor such as shops, restaurants and accommodation.
The opportunity exists for Invest NI to undertake a more proactive approach to identify, stimulate and support private sector opportunities, informed by this product portfolio and to encourage the start up of new tourism businesses. 
 Expand the Focus
The remit of Invest NI to focus primarily on manufacturing and tradable services should be expanded to consider those products and services within the visitor economy even though this may require new approaches and skills to identify and meet the different needs of the tourism sector.

The current approach of focusing on those businesses with export potential may also constrain efforts to target business start ups focused on providing tourism products and services here in the domestic market. 
The focus on inward investment on the higher value added sectors such as financial services should be broadened to consider those investors capable of delivering internationally renowned facilities such as major hotels and the infrastructure to develop large scale products such as golf resorts. 
Otherwise, on both counts, local and inward investment, tourism development will lose out.
Way Forward - for consideration by the Panel
Tourism in Economic Policy

A step change is required in the profile and attitude to tourism reflecting the valuable contribution it makes to the economy.  An overarching economic policy for tourism is required in order to stimulate private sector involvement and gain the commitment of key stakeholders across government and its delivery agencies.  This approach is needed if tourism growth is to be realised.
Proactive approach by Invest NI - key delivery agent
This would enable Invest NI to take a more proactive lead in contributing to the delivery of the PSA5 targets for tourism through:
· embracing the visitor economy in its overall aim currently focused on business productivity
· to expand its current objectives and targets to include tourism targets and;

·  in conjunction with NITB consider how existing and new initiatives and programmes can be expanded and developed specifically for tourism.   
Scottish Enterprise Approach
We would recommend that the Panel give consideration to the approach undertaken in Scotland where tourism has become a key component of economic policy.  Through recognition of a common purpose, this has been translated into a co-ordinated way of working by the various agencies involved in tourism promotion and the development of tourism businesses.  This includes Scottish Development International (SDI), the specialist inward investment arm of Scottish Enterprise.  Of particular note:
Encouragement of Foreign Direct Investment

SDI uses the product portfolio identified as City hotels, Resorts, Spas and resort marinas and Cultural Tourism as opportunities for inward investment to encourage high quality investments in tourism, to attract prestigious brands and provide a new environment in which new concepts and developments can flourish.   
Local Destination Development
A co-ordinated, clearly articulated approach across all agencies within Scotland to deliver specifically for tourism including:

· Business development - management development programmes; business development advice; networking opportunities; 
· Destination development -  through initiatives to improve the quality of the visitor experience at key attractions/tourism areas; benchmarking; funding and grants; product development for key products 
· Involvement of key industry representatives to represent tourism interests and to develop networking opportunities; additionally a private sector led innovation group looking to add to the scope, quality and success of tourism businesses by focusing on new ways of working and doing things differently 
