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1. Purpose of this Assessment

This Impact Assessment has been prepared to support statutory consultation on
Highland Council's draft Visitor Levy Scheme.

The Visitor Levy (Scotland) Act 2024 requires local authorities proposing a Visitor
Levy Scheme to publish an assessment of the impacts of the proposal alongside
consultation documentation. The purpose of this assessment is to set out the Council's
understanding of the likely impacts of the proposal, the evidence on which that
assessment is based, and the areas that consultation will seek to explore further.

The Council acknowledges that some stakeholders have requested a further
independently produced Economic Impact Assessment before consultation is
undertaken. This work has been commissioned and will be completed prior to any final
decision on implementation. It is intended that when this work is available that it will be
fed into the consultation process.

Notwithstanding this there is already a substantial and credible evidence base
available to support consultation. This includes:

e The independently commissioned Fraser of Allander Institute Economic Impact
Assessment;
e A statutory consultation undertaken over approximately 19 weeks during
2024/25, generating 4,103 responses;
¢ Independent analysis of consultation responses undertaken by The Diffley
Partnership;
¢ Internal impact assessments and supporting analysis;
e Engagement through the Visitor Levy Reference Group;
e Ongoing engagement with accommodation providers, representative bodies and
national agencies;
e Recent roundtable discussions with key industry stakeholders that have informed
development of the proposal;
e VisitScotland guidance and supporting evidence; and
e Current tourism performance and seasonality data for Highland.
Taken together, this provides a robust basis for undertaking statutory consultation and
obtaining stakeholder views on a draft Scheme before any final decision is taken.

2. Background

Tourism is one of Highland's most significant economic sectors and makes a major
contribution to businesses, employment, communities and public services across the
region.

The Visitor Levy (Scotland) Act 2024 provides local authorities with discretionary
powers to introduce a visitor levy on overnight accommodation. Revenue generated
through any scheme must be used to develop, support and sustain facilities and
services substantially used by visitors or that support the visitor economy.
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The Council's consideration of a Visitor Levy sits alongside its Sustainable Tourism
Strategy and wider ambitions to secure sustainable investment in destination
management, infrastructure, visitor services and community facilities that support a
growing visitor economy.

The current proposal has evolved following the publication of the Visitor Levy
(Scotland) Amendment Act which has allowed different approaches to be considered
including fixed amounts and tiered fixed amounts alongside the percentage based
approach considered earlier. Options have been tested and considered with an
industry representative group with information shared with a wider reference group
who have provided written feedback on proposals. The draft scheme has been directly
informed by stakeholder feedback and consideration of potential impacts.

3. Development of the Current Proposal

As discussed above, the draft proposal being consulted on has not been developed in
isolation. It reflects a significant programme of engagement over a prolonged period,
including formal consultation, stakeholder workshops, operation of the Visitor Levy
Reference Group, engagement with representative organisations and more recent
roundtable discussions involving key industry stakeholders.

This engagement has directly informed the development of the proposed scheme.

In particular, feedback received from accommodation providers and industry bodies
has shaped consideration of:

¢ The charging mechanism;

e Administrative arrangements;

e Collection processes;

e Retention arrangements;

e Seasonality considerations;

e Competitiveness concerns;

e Visitor affordability;

e Business impacts;

e Implementation arrangements; and

e Governance and investment priorities.
The Council considers that the current proposal has evolved considerably from the

original percentage based approach, reflecting both evidence gathered and
stakeholder concerns raised throughout the development process.

3.1 The existing evidence base

The Fraser of Allander Institute Economic Impact Assessment (November 2025)
remains a central component of the Council's evidence base. The assessment was
commissioned specifically to examine the potential economic impacts of introducing a
Visitor Levy in Highland and is an independent and credible analysis.

Page 4



Whilst it forecast revenue generated by a percentage approach it also established the
potential tax base against which other options, such as a fixed rate, could be
considered. A broad range of issues that remain central to consideration of any Visitor
Levy proposal were also considered as part of that work including:

¢ Visitor demand;

e Visitor behaviour;

e Accommodation demand;

o Visitor expenditure;

e Business compliance costs;

e Business performance;

e Employment impacts;

e Economic output;

e Competitiveness considerations; and

e The economic effects associated with reinvestment of levy revenues.

These continue to be the principal issues raised by stakeholders during engagement
and consultation.

While the current proposal adopts a different charging structure from the earlier Visitor
Levy Scheme, the wider findings remain relevant because the key economic questions
remain unchanged including how a Visitor Levy may affect visitors, businesses and
the wider Highland economy and therefore continues to provide an important evidence
base for assessing likely impacts going forward.

3.2 Consultation Evidence

The evidence base extends significantly beyond economic modelling and includes
feedback from an extensive earlier consultation on the Visitor Levy. A statutory
consultation on the Council's previous Visitor Levy proposal was undertaken between
15 November 2024 and 31 March 2025. The consultation was supported by a wide-
ranging programme of engagement activities during those months including webinars,
community drop-in events, face-to-face sessions and dedicated business engagement
events.

The consultation generated 4,103 responses from residents and communities,
accommodation providers, businesses, visitors and other stakeholders. All responses
were independently analysed by The Diffley Partnership.

The consultation generated extensive evidence regarding stakeholder views on:

e Visitor demand and price sensitivity;
e Competitiveness;

e Business impacts;

e Administrative burdens;

e Collection mechanisms;

e Exemptions and reliefs;

e Seasonality;

e Governance arrangements; and
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e Priorities for investment of levy proceeds.

Although the current proposal differs from the percentage-based proposal consulted
upon previously, many of the issues identified by respondents remain directly relevant.

Questions regarding visitor behaviour, business impacts, affordability,
competitiveness, administration, implementation arrangements and the use of levy
revenues remain central considerations regardless of the charging mechanism
eventually adopted.

The consultation findings remain an important and relevant component of the
evidence base and provide significant insight into stakeholder views regarding the
likely impacts of a Visitor Levy in Highland.

3.3 Ongoing Stakeholder Engagement and Proposal Development

The evidence base has continued to develop since completion of the consultation
exercise. This has included:

e Approximately eighteen months of engagement through the Visitor Levy
Reference Group;
e Ongoing discussions with accommodation providers;
e Engagement with representative organisations and tourism stakeholders;
e Discussions with national agencies including VisitScotland;
e Consideration of emerging approaches being adopted elsewhere in Scotland;
and
¢ Recent roundtable discussions with key industry representatives.
The roundtable discussions have been particularly valuable in testing options,
identifying concerns and refining proposals before consultation.

As a result, many features of the current proposal have been developed directly in
response to issues consistently raised by stakeholders.

This engagement is an important source of evidence in its own right and one which
supplements both the consultation findings and independent economic analysis.

3.4 National Guidance
VisitScotland guidance highlights the importance of considering potential impacts on:

e Visitor demand;

e Occupancy;

e Competitiveness;

e Businesses responsible for collecting the levy;
e Seasonality; and

e Wider tourism performance.

These have been considerations throughout development of the proposal.
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3.5 Current Visitor Economy Context

Assessment of impacts must be considered in the context of current market
conditions.

The latest STEAM data for 2025 demonstrates continued growth across the Highland
visitor economy, including:

e Visitor numbers increased by 2.7% to 9.65 million;

e Visitor days increasing by 10% to 21.29 million;

e Visitor expenditure increasing by 16% to more than £3 billion; and

e Direct tourism employment increased by 11.8% to approximately 31,000 full-time
equivalent jobs.

These figures demonstrate the continuing importance and strength of tourism within
the Highland economy. At the same time, engagement with businesses has
consistently highlighted pressures relating to labour costs, inflation, operating costs
and profitability. The Council recognises both perspectives. The published evidence
shows a visitor economy that continues to grow in terms of visitor volumes, economic
value and employment, while many businesses continue to face genuine commercial
challenges. These two factors are not mutually exclusive, and both are important
considerations when assessing the potential impacts of a Visitor Levy.

3.6 Forecasting Revenue

There are different approaches to forecasting future revenue receipts. The approach
taken by the Council to forecast future revenue receipts that could be generated by a
tiered fixed rate follows the approach taken by the earlier Fraser of Allander work, but
rather than being based on a percentage of the accommodation cost a flat rate has
been applied to the number of room nights available for different types of
accommodation, based on the same static parameters.

These parameters include the accommodation stock and occupancy rate for both the
high and low seasons. We define the high season as 1st April-30th September and
the low season as 1st October-31st March as per the earlier work.

Table 1. The static parameters by accommodation type (Fraser of Allander,
November 2025)

Short- Ro_oms Guesthouses

Hotels term in Campsites Hostels

lets houses & B&Bs

Number  [RER - - 542 108 64
16 - : 4 6 11

Total rooms/ Ry YRR Y 1,901 624 705
units
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Occupancy

84% 56% 56% 89% 40% 76%

62% 36% 36% 49% 19% 47%

(low season)
Source: Fraser of Allander calculations based on Visit Scotland data provided by The Highland Council

Using the parameters for eligible accommodation types as set out in Table 1, we have
applied the same assumptions as used in the Fraser of Allander work. Table 2 below
illustrates the steps in these calculations, using hotels as an example. This is based
on the basic levy parameters of the tiered fixed rate set out below.

£5 fixed rate for Hotels, Short-term lets, Rooms in house, Guesthouses, B&Bs
£2 fixed rate for Campsites and Hostels.
Seasonal adjustments:

e High Season: 1 April - 30 September (182 days)
e Low Season: 1 March - 31 March and 1 October - 30 November (92 days)

Table 2. Example of the calculation steps (Hotels at £5)

Season Measure Calculation Reported
result
Total room o
High Season (Apr-Sep) nights 2,945 rooms x 84% x 182 450,232
Tax Yield Total room nights x £5 x 85% £1,913,484
Low Season (Mar, Oct - 'rl;%tstlsroom 2,945 rooms x 62% x 92 167,983
Nov) Tax Yield Total room nights x £5 X 85% £713,927
Total Tax Yield £2,627,411

Source: Council calculations using Fraser of Allander Institute parameters. Figures may not sum due to rounding.

The calculation proceeds in two steps. First, we calculate the total demand for
accommodation. This is the total number of bookable units available multiplied by the
occupancy rate and the total number of nights in the high season. Next, we calculate
the tax yield. A £5 or £2 tax rate is applied to the total number of room nights to
estimate the gross tax revenue. To account for 5% being retained by those collecting
the levy, refunds due to national legislation exemptions, medical exemptions, and non-
compliance, we reduce the gross yield by 15% to derive the net tax yield. The same
calculations are repeated for the low season using the corresponding parameters. The
high and low season yields are then summed to obtain the annual tax yield for each
accommodation type. A summary is set out below in Table 3.
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Table 3. Total tax revenues for all eligible accommodation types, 2028/29 -

2030/31

2028/29 2029/30 2030/31
High Season £7,373,567 £7,373,567 £7,373,567
Low Season £2,200,055 £2,200,055 £2,200,055
Total Revenue £9,573,622 £9,573,622 £9,573,622

Source: Council calculations using Fraser of Allander Institute parameters. Figures may not sum due to rounding.

Table 3 presents the resulting total revenues for the financial years 2028/29 to
2030/31. As a fixed rate does not account for inflation the revenue collected is
assumed to stay static for the three-year period but the purchasing power of that
revenue will be affected (reduced) by inflation.

4. Assessment of Key Impacts

4.1 Visitor Demand

Potential impacts on visitor demand have been among the most frequently raised
issues throughout consultation and stakeholder engagement. These concerns are
recognised.

Potential effects on demand were examined through the Fraser of Allander Institute
Economic Impact Assessment and have continued to form a significant component of
the Council's ongoing assessment, consultation responses, Visitor Levy Reference
Group discussions and more recent stakeholder engagement.

The Fraser of Allander Institute assessment considered a range of potential
behavioural responses associated with a Visitor Levy, including changes in
accommodation demand arising from higher accommodation costs. Under its central
modelling assumptions, the report estimated that accommodation demand could be
around 3.75% lower than it otherwise would have been under a 5% percentage-based
levy. The assessment also notes that the extent of any demand response is influenced
by a range of factors, including visitor sensitivity to price changes and the availability
of alternative destinations.

The modelling was designed to isolate the potential impact of a Visitor Levy and was
not intended to forecast the future performance of the wider Highland visitor economy.
Current market evidence indicates continued growth in visitor numbers, visitor days,
visitor expenditure and tourism employment, while longer-term trends demonstrate
sustained growth in both peak and off-season tourism activity. Between 2013 and
2024, off-season visitor numbers and expenditure increased significantly, indicating a
visitor economy that has continued to grow and diversify over time.

The Fraser of Allander work also considers that destination substitutes play an
important role in determining sensitivity to price changes. Its analysis concludes that,
given the unique tourism offering Highland provides, demand is likely to be less
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sensitive to price changes because there are fewer direct substitute destinations
available to visitors.

The percentage-based levy approach previously tested assumed a 5% levy, which
resulted in year one post-behavioural tax revenue of £15.5 million. The proposed
tiered fixed-rate model, at £5 and £2 and applying over a nine month period (March to
November inclusive), is estimated to generate net revenue of approximately £9.5
million. The revenue generated by the tiered fixed-rate option is therefore lower than
that generated by the percentage-based model previously tested, meaning that the
overall financial contribution required from visitors would also be significantly lower.

Continued visitor growth can create increasing pressures on infrastructure, destination
management, environmental assets, public services and communities. Consideration
of visitor demand must also take account of the potential benefits arising from
reinvestment of levy proceeds. Investment in visitor infrastructure, destination
management, public amenities, marketing and other visitor economy priorities has the
potential to enhance the visitor experience, support business growth and strengthen
Highland's long-term competitiveness as a destination. In addition, 15% of net
proceeds are proposed to be allocated to Business Growth and Skilled Workforce
initiatives, including destination marketing and low-season demand generation activity,
helping to support continued growth and further offset the initial impacts of the levy.

Concerns regarding visitor demand are legitimate and should continue to be tested
through consultation and updated independent analysis. However, the existing
evidence does not suggest impacts of a scale that would fundamentally alter
Highland's attractiveness as a visitor destination, particularly given the distinctive
nature of its tourism offering. These conclusions will be supplemented by further
independent analysis.

Assessment: Low to Moderate Impact

4.2 Business Performance and Competitiveness

Concerns expressed by accommodation providers regarding competitiveness,
commercial resilience and profitability are legitimate. These concerns have been
consistently raised during consultation and engagement and were also examined
through independent economic analysis.

The Council acknowledges that many businesses continue to operate within a
challenging environment characterised by increasing operating costs and pressure on
margins. However, the available evidence does not indicate that the proposed levy
would materially undermine the competitiveness of Highland as a tourism destination
or threaten the viability of the accommodation sector as a whole.

The potential benefits associated with reinvestment of levy proceeds should also be
considered in assessing competitiveness. Enhanced destination management,
infrastructure improvement, marketing activity and visitor experience improvements all
have the potential to support Highland's ongoing attractiveness and competitiveness.
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Assessment: Low to Moderate Impact

4.3 Administrative Burden and Scheme Design

Administrative burden has been another of the most consistently raised concerns
throughout consultation and stakeholder engagement.

Accommodation providers, representative organisations and industry stakeholders
repeatedly highlighted concerns regarding the complexity of administering a
percentage-based levy, including system changes, calculations, reconciliation
requirements, customer communications and reporting obligations. These concerns
have directly influenced development of the revised proposal. The Council's
assessment is that the proposed structure is likely to:

e Simplify calculation requirements;

¢ Reduce administrative complexity;

e Improve transparency for visitors;

e Simplify customer communications;

e Reduce system configuration requirements;

e Simplify reporting processes; and

¢ Reduce overall collection complexity.
The move from a percentage-based approach towards a tiered fixed-rate structure has
been informed significantly by stakeholder feedback and consideration of
administrative impacts. A further 5% of levy monies collected will be retained by those
collecting the levy. This figure has been benchmarked against other Visitor Levy
Schemes in Scotland and is above the average.

This allowance has been informed through:

e Direct engagement with accommodation providers;

e Feedback from representative organisations;

¢ Benchmarking against emerging approaches in other local authority areas; and
e Consideration of anticipated collection and compliance impacts.

Table 4. Provider retention rates across other Scottish Visitor Levy Schemes

Local authority Provider retention | Purpose / note Source
1.5% of levy Help.s _offse.t -
Glasgow administration and | visitorlevy.scot
collected .
collection costs
Helps offset costs
2.5% of levy involved in -
Aberdeen collected administering the visitorlevy.scot
levy
Stirling 3% of levy collected | For transaction Stirling Council
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Local authority Provider retention | Purpose / note Source

costs and and
administration visitorlevy.scot
purposes

Published scheme

No retention summary does not
Edinburgh percentage highlight an visitorlevy.scot
identified allowance for

provider retention

The retention allowance is not intended to reimburse every cost incurred by every
operator. However, it is intended to make a meaningful contribution towards the costs
associated with administration and collection of the levy, including payment
processing charges, transaction costs and other operational requirements. The
allowance recognises the important role accommodation providers will undertake in
the operation of any Visitor Levy Scheme.

This represents a significant mitigation of one of the principal concerns raised during
consultation and stakeholder engagement.

Assessment: Positive mitigation measure.

4.4 Seasonality

Seasonality has been a recurring theme throughout consultation and engagement.

Evidence from STEAM demonstrates that Highland continues to experience significant
seasonal variation in visitor activity, visitor expenditure and tourism-supported
employment. August remains the peak tourism month while January remains the
lowest activity period. Visitor numbers, expenditure and employment all vary
substantially across the year.

At the same time, the evidence demonstrates significant growth in off-season tourism
activity over time, with visitor numbers and expenditure outside the traditional peak
season increasing considerably between 2013 and 2024.

Seasonality has been carefully considered when developing the proposed scheme
and recognises the importance of supporting efforts to extend the visitor season and
achieve a more balanced distribution of visitors throughout the year. The levy will only
be payable during March to November to reflect efforts to extend the visitor season,
particularly during January and February.

Stakeholder views differ on this issue. Some organisations have expressed concerns
regarding potential impacts on off-season demand. Others have highlighted the
opportunity for additional investment in destination management, infrastructure and
marketing activity designed to support year-round tourism and address seasonality
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challenges. Both perspectives are relevant, and the Council recognises seasonality as
an important consideration in assessing impacts.

Assessment: Low to Moderate Positive and Negative Impact

4.5 Impact on Highland Residents

The proposed Visitor Levy Scheme does not currently include a resident exemption.
Stakeholder engagement identified significant practical concerns regarding
administration of a resident exemption scheme.

When it comes to local exemptions there are two options. Either the visitor is not
charged when booking accommodation and the verification is required to be
undertaken by the accommodation provider at the point of booking or the visitor pays
the levy and then applies for reimbursement afterwards and the verification is required
to be undertaken by the local authority.

Accommodation providers have consistently highlighted concerns regarding the
burden associated with verifying eligibility and assessing residency status. Alternative
approaches involving reimbursement processes administered by the Council have
also been considered. However, these approaches would create additional
administrative burdens for the Council and require visitors to navigate reimbursement
processes after their stay.

The Council's assessment is that such exemptions would create complexity for
businesses, visitors and the Council without delivering an efficient outcome.

The Council nevertheless recognises that Highland residents use overnight
accommodation for a variety of reasons, including:

e Leisure travel within Highland;

e Attendance at medical appointments;
e Employment-related travel;

e Family circumstances; and

e Other personal reasons.

The current proposals seek to exempt those staying overnight for medical
appointments where costs can be reimbursed through NHS Highland. There is already
a process for reimbursement of patients for medical appointments who require
overnight accommodation. The intention is to utilise this existing arrangement to
reimburse the levy fee paid on accommodation already being reimbursed. Wider
impact on Highland residents remains an important consideration and is an issue upon
which views will continue to be sought and further considered through consultation.

Assessment: Moderate Negative Impact

4.6 Community, Infrastructure and Visitor Economy Benefits

The principal positive impact associated with the proposal is the creation of a
dedicated and sustainable source of funding to develop, support and sustain facilities
and services which are substantially used for or by people visiting Highland. It is
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recognised that such facilities and services can also support local people within our
communities as well.

Stakeholder engagement has consistently identified areas where current resources
are insufficient to meet existing needs.

Potential investment areas include:

e Visitor infrastructure;

e Public amenities;

e Destination management;

e Environmental management;

e Sustainable tourism initiatives;

e Visitor information and interpretation;

e Community facilities affected by visitor pressures;

e Strategic marketing activity;

o Workforce development initiatives;

e \Workforce retention initiatives; and

e Projects aimed at improving the year-round sustainability of the visitor economy.
Consistent with the Fraser of Allander Institute assessment, consideration of impacts
is not only the direct effects of the levy itself but also the economic and wider benefits
associated with reinvestment of revenues.

Much of this was identified repeatedly throughout consultation and engagement as
requiring additional investment. The net proceeds have the potential to generate
significant positive impacts if invested effectively and in partnership with stakeholders.

Assessment: High Positive Impact

5. Overall Assessment and Conclusion

There is already a substantial and credible evidence base regarding the potential
impacts of a Visitor Levy. That evidence is not derived from a single report or
assessment. Rather, it is founded on multiple complementary sources including:

¢ Independent economic analysis;

e A 19-week statutory consultation generating 4,103 responses;

¢ Independent consultation analysis;

¢ Extensive stakeholder engagement and industry dialogue;

e Approximately eighteen months of Visitor Levy Reference Group discussions;

e Recent roundtable engagement with key stakeholders;

e Publication of National guidance; and

e Current visitor economy performance and seasonality evidence.
The Fraser of Allander Institute assessment remains particularly important because it
established a baseline of information and the tax base then examined many of the key
issues which continue to be raised by stakeholders, including visitor demand,
business impacts, competitiveness, employment and wider economic effects, rather
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than focusing solely on revenue generation. The existing evidence base is sufficiently
robust to support statutory consultation on the current proposed draft scheme. Further
independent assessment has been commissioned and will provide an additional
source of evidence to inform elected members, communities and industry before any
final decision is taken on whether to introduce a Visitor Levy Scheme in Highland.
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