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Introduction

This report covers the results of a project commissioned by Highlands and Islands Social Enterprise Zone CIC (HISEZ CIC) with the support of Highlands and Islands Enterprise. The aim of the project was to identify the main economic and social benefits of the Strathpeffer Pavilion. The assessment was carried out in 2009 by Karen Maclean-Yuille.

The main findings of the report are:
· Every £1 of income into the organisation generates an additional £0.52 for the local economy. 

· The 25 staff employed by the Pavilion live locally. 3.75 FTE are in year round employment, particularly important in an area where there is high seasonal employment.

· Employing local staff generates annual benefit to the local economy of £100,424 net of additional household income.
· The indirect creation of 4.37 FTE locally and 3.13 FTE jobs being created locally as a result of induced demand.  
· The 7.5 indirect and induced FTEs are bringing in additional £212,767 additional money into the local economy annually. 
· A significant amount of additional revenue is generated for local hoteliers and B&B’s as a direct result of the Pavilion.

· The Strathpeffer Pavilion is undoubtedly a cultural, social and economic asset to the local area, which as history has shown is best conserved by being used.

· The Pavilion improves the local areas image, promotes local identity and community cohesion.
Assessment Objectives
The Strathpeffer Pavilion are keen not only to find out how well they are achieving their social objectives, they also want to be able to show investors that money given to them is being used effectively and that a significant proportion of funds is being re-spent within the local economy. This is particularly important at the moment, as the Strathpeffer Pavilion Association will be negotiating their service level agreement with The Highland Council in the very near future.

The assessment objectives were to:

· Identify and quantify the main social benefits of the building restoration and on-going use.

· Review the economic impact of the Strathpeffer Pavilion to the local area by looking at local job creation, local household income, income brought into the local area by the Pavilion and money recirculated in the local area.
Study Approach

The approach adopted was to consult with the general manager of the Strathpeffer Pavilion and a selected group of key stakeholders. The Strathpeffer Pavilion team provided the information and data and the consultations with key stakeholders was conducted by a combination of telephone and email communication.

Strathpeffer and the Strathpeffer Pavilion

Strathpeffer is in the heart of the Highlands and was a famous spa town in the Victorian times. The area once contained only a scatter of farms but the village of Strathpeffer came to life in the 1700’s after the discovery of sulphurous springs. With the strong support of the then Countess of Cromartie, Strathpeffer rapidly became a fashionable resort, the most northerly spa in Europe. 

As the popularity of the area grew, the need for a suitable meeting place was recognised. The resulting building was a grand Victorian Pavilion opened in August 1881. The Pavilion ceased being used as a venue in the 1970’s. After being neglected and allowed to fall into disrepair for almost a quarter of a century, the Pavilion was acquired in 1995 by the Scottish Historic Buildings Trust (SHBT), who put together a plan and raised the necessary funds for its restoration.
Strathpeffer’s Victorian history, the restored Pavilion and a new school have since changed the dynamics of the area from a retirement village to a place where young families want to live. 

As a result Strathpeffer has been identified as having the potential to “become a focus of culture & heritage both within Ross-Shire and throughout the Highlands”.

 Strathpeffer Pavilion Association
Ownership of the Pavilion is retained by SHBT, who lease the building to the Highland Council who in turn leases it to the Strathpeffer Pavilion Association (SPA), a community-based company limited by guarantee with charitable status. The objects SPA is ‘to encourage the development and use of the Strathpeffer Pavilion, to operate it in accordance with policy guidance from the Scottish Historic Buildings Trust and the Highland Council, and to encourage good relations between all community groups, with the overall aim of benefiting the inhabitants of Strathpeffer.’

Membership of the Association is free and is open to all who support the objects of the company.

The mission statement of the SPA is that the Pavilion is ‘the provider of choice in the Highlands for all types of entertainment and events’. 

Although, the Pavilion is owned by the SHBT, SPA continues to raise funds to finish, furnish and equip the Pavilion, so that it can be operated as a flexible multi-functional social, cultural and entertainment centre for the whole Highland community.

Funding

The Highland Council has Service Level Agreement with Strathpeffer Pavilion based on:
 “the provision of a range of Cultural, learning, social community events and opportunities including commercial activities which are accessible to a wide number of community groups and to those from further a field” 


The SLA covers 5 years (including an annual review each year) up to March 2010 with an understanding that within this period the SPA will work towards “operation of the facility on a sound and sustainable economic footing”.
 
The council’s annual grant aid to SPA is £60,000, £10,000 of which is directed specifically towards maintenance costs some of this is channelled through SHBT.

Other funding has come from the Scottish Arts Council for the performing arts work and donations of just over £20,000 for revenue and £32,000 for capital. Highlands and Islands Enterprise have also given a small grant for capital.

The Friends of the Pavilion have continued to raise around £18,000 each year. 

Last year (2007-08) the Strathpeffer Pavilion Association generated nearly £170,000 from trading activity.

                     
This Economic Impact Assessment is based on the estimated employment and income figures to the end of March 2008. The following highlights the main economic impacts of the Pavilion:

· In the last year alone (2007-08) 12,300 people have attended 77 events at the Strathpeffer Pavilion and their associated spend and repeat visits supports other businesses in the local area.
· 64% of the Strathpeffer Pavilion’s income is spent locally.
· A significant amount of additional revenue is generated for local hoteliers and B&B’s as a direct result of the Pavilion. Coul House Hotel have seen a 5% increase (approx £20,000) per annum as a direct result of events held at the Pavilion. Other local B&Bs have also confirmed an increase in their occupancy rates as a direct result of functions at the Pavilion, and this has been particularly important out of season.
· All 25 staff employed by the Pavilion lives locally. Of the 25 staff 3.75 FTE are in year round employment. This is particularly important in an area where there is high seasonal employment.

· This employment generates annual benefit to the local economy of £100,424 net of additional household income.
· As all staff live locally and we can assume that they spend 66%
 of their income locally this means £66,280 is re-spent locally.

· Strathpeffer Pavilion is a relatively large business in what is a small village in Ross-shire and a significant purchaser of local supplies. 50% of the Strathpeffer Pavilions suppliers are local (within a 15 mile radius)

· Local staff and local suppliers contributed to the relatively high LM2 score of 1.64. 
· The indirect creation of 4.37 FTE locally and 3.13 FTE jobs being created locally as a result of induced demand.  
· The size of the venue is quite unique in the Highlands – there are a lot of small community centres/village halls and large venues such as Eden Court but there are not many places in the mid range like the Pavilion.
· £130,000 of additional money brought into the local area in the way of grants and donations.
· Housing the Red Poppy Restaurant in the Strathpeffer Pavilion supports a further 25 local full and part time jobs.
Using LM2
Ideally, the local economic impact of the Strathpeffer Pavilion would be assessed using a tool called LM3 (Local Multiplier 3)
. Through tracking expenditure by the organisation, it’s employees and its suppliers through the economy it is possible to identify the impact on other local firms and the effects in supporting income and employment of local people. However, this is a very data hungry exercise, which is impossible without a major study. It was decided therefore to use LM2 (a smaller scale indicator of LM3), which tracks two rounds of spending, the expenditure of the organisation and its employees. 

Staff

Not surprisingly given the beauty and outdoor environment of the area, there is a heavy reliance on the tourist trade but the seasonality of this trade is also reflected with unemployment rates rising in the winter months and falling during the more traditional tourist season.

The Pavilion has 25 employees, many of whom are in year-round employment (see table below). One employee has been recruited in the last 12 months and two members of staff were previously long term unemployed. This employment creation fits well with the Scottish Government’s economic programme of keeping people in work or helping them get back to work after a period of unemployment. The Pavilion also benefits from the services of a small group of volunteers, which in itself has a positive local economic impact; with volunteering contributing a staggering £2.52 billion to the Scottish economy
. All staff and volunteers live locally.

	
	No of Staff
	FTE

	Full time
	2
	2

	0.75FT
	1
	0.75

	Part-time
	4
	1

	Casual
	17
	2.5 (estimate)

	
	
	

	Total 
	25
	6.25 FTE


This employment generates annual benefit to the local economy of £100,424 net of additional household income. All staff live locally and we can assume therefore, that they spend 66% of their income locally this means £66,280 of their annual income is re-spent in the local economy.
Local Suppliers

The Strathpeffer Pavilion’s policy is to always source locally where possible, however due to the nature of the business it is sometimes necessary to source specialised services that are not currently available in the Highlands & Islands.

In 2008 the Strathpeffer Pavilion paid £205,372 to suppliers, of this £63,465 (31%) went to suppliers within a 10-mile radius, £6,000 (3%) within 10-15 miles and £32286 (16%) went to suppliers within a 20 mile radius of Strathpeffer. 

Local (10 mile radius)




31%

Local (10 - 15 mile radius)



  3%

Local (15-20 miles radius)



16%

Total local supplier spending



50%
Non-local supplier (not performers)




Highland and Islands




2%

Scottish






31%
Other






17%

Total non-local supplier spending


50%

Total suppliers




100%

Local trades (within a 10 mile radius) are employed to carry out any building maintenance required.

Taking into account the demand to entice better-known performers to the venue, 11.5% of spending on suppliers in 2008 was on performers from out with the local area.  

The performers from out with the area and their assistants travelling with them generate significant benefit to the local area when they stay overnight. A recent example of this benefit is when the Scottish Chamber Orchestra who is playing at the Strathpeffer Pavilion in June booked 11 rooms for 1night at the Coul House Hotel generating an £1500 of revenue. 


The Red Poppy Restaurant, which rents space from the Strathpeffer Pavilion, has benefited greatly not only because the restaurant is within such a beautiful venue with immense local history, but also their business is increased greatly as they act as in-house caterers for Pavilion weddings and events. The knock on effect of this success is that The Red Poppy employs 10 full time and 15 part time staff all of whom live within a 10-mile radius of the Pavilion. This in itself has a significant economic impact on the local area.


LM2 findings

Round 1 – Income of the organisation




£329,761
Round 2 – Spending of the initial organisation minus VAT and NIC
£316,933




Total spent locally (10 mile radius)

 £163889







Staff

  £100,424







Suppliers
  £63,465
Local re-spend

   52%
     



LM2 Score within a 10 mile radius

Round 1 + Round 2 = LM2 score   £316,933 + £163889= 1.52

         Round 1
£316,933



For every £1 of income into the organisation an additional £0.52 is generated for the local economy (10 mile radius). All staff are local so this figure could not go any higher for staff costs and a significant proportion of Strathpeffer Pavilion’s income is spent on local trades and press. 

LM2 Score within a 20 mile radius
Round 1 + Round 2 = LM2 score   £316,933 + £202175= 1.64

         Round 1
£316,933



The Strathpeffer Pavilion’s score would increase to 1.64 if we included suppliers within a 20 mile radius meaning an additional £0.64 would be recirculated in the local economy.
Direct, in-direct and induced employment

For the purpose of this study it was possible to assess the direct, in-direct and induced employment impact of the Strathpeffer Pavilion.

Through discussions with the Scottish Government Input-Output team in Edinburgh we are using code 121 Recreational services from The Scottish Input: Output tables for 2004 (latest figures available) which provide input, output and employment multipliers.
  

These suggest Type I multipliers 
(covering direct and indirect effects) of 1.7, and Type II multipliers (covering direct, indirect and induced effects) of 2.2. 

The most obvious economic impact is the retention of 6.25 FTE, with 3.75 FTE in year round employment.

Using Type 1, Output, Income, employment and GVA multiplier 2004, the indirect, or downstream, creation of employment would be 6.25 FTE multiplied by 1.7 (industry group 121, recreational) equating to 10.62 FTEs of which 4.37 are additional indirect FTEs.

If we then calculate the induced increase in employment using Type 2 Multipliers this would be 6.25 FTE multiplied by 2.2 equating to 13.75FTEs which when we subtract the 10.62 already estimated means 3.13 FTE jobs being created as a result of induced demand.
Using Scottish Government statistics on average pay within the Wester Ross, Strathpeffer & Lochalsh Ward the average wage 2007 was £28,369
 we can deduce that the 7.5 indirect and induced FTEs are bringing in an additional £212,767 additional money into the local economy annually. If we take a figure of 40% displacement due to the relative remoteness of the area and therefore the potential leakages from the local economy we still have £127,661 additional money into the local economy.

Displacement

There was some concern about a possible issue of displacement for local hoteliers, particularly when the Pavilion was being used as a wedding venue. However, speaking to local hoteliers this doesn’t seem to be an issue. The local hoteliers and Bed and Breakfast establishments were very positive about the Strathpeffer Pavilion and a number commented that they had an increase in occupancy rates as a direct result of weddings and function at the Pavilion.



Due to the time constraints it was not possible to conduct a Social Return on Investment analysis or Social Audit. Therefore, to inform this paper feedback from a sample of the Strathpeffer Pavilion’s key stakeholders was sought.

It is clear from speaking to stakeholders that the Strathpeffer Pavilion delivering such a high quality programme of arts and culture has a profound affect on the local community as well as individual in terms of ‘confidence, esteem, a sense of identify, civic involvement and volunteering’.

Perception of the local area

The Strathpeffer Pavilion makes a positive social contribution to the lives of local people and everyone who uses the building. The Pavilion has a particularly special place in the hearts of local people- a sort of iconic social status, seen as the heart of the local area. People remember, proudly as well as fondly, its glory days. How its fortunes are perceived seem to be inextricably linked with how those of the wider community are perceived too

‘As the Pavilion is in such a prominent part of the village when it was in a state of disrepair it made the whole place feel rundown – now it has become the focal point of the village.’

Pat Justad, Green Kite, Strathpeffer
When the building was disused and deteriorating, that created a very down-heartened and negative feeling in the community- a sense that the situation with the building was illustrative of wider and general community decay and decline.
The pavilion is a source of great pride to Strathpeffer and its operation has added identifiable confidence to the village with a number of new businesses starting up since it re-opened in particular the Square Wheels bike shop; the Internet cafe, the Wee Swalley Tea shop and the Strathpeffer Spa shop.

‘The continued operation of the pavilion is essential to the longer-term ambition to improve and market Strathpeffer as a notable tourist destination. Its re-opening was a dream come true for many of us that remember its derelict presence in the heart of the village’.

Caroline Rham

‘Huge difference to the village, kids used to hang around the derelict Pavilion, which often caused problems for local residents.’

Kate Derbyshire, local B&B


Social Networks
The high quality entertainment and events at the Pavilion generates a vibrant social scene and brings a liveliness to the village creating a sense of social prosperity, community vitality and well-being – not just a sleepy, quaint village that is a dormitory community or a retirement destination. 

It has provided a superb venue for local people wanting a bigger capacity and higher calibre venue than the local community centre. It also provides entertainment of a status hitherto unavailable to local people this side of Inverness.

‘The Strathpeffer Pavilion have a good community feel, but have a wide spread of people and events that pull in a wide range of audiences’.

Fiona Carr, Booth Scotland Limited

‘Now Eden Court has reopened the Pavilion is still equally valuable. People want things on their doorstep – the Pavilion is enabling people who wouldn’t travel to Inverness to have this experience locally.’

Catherine Ann McNeil, PAN
Community Involvement

Many people interviewed commented on how the community pulled together when the Pavilion was being restored, when a lot of people gave of their time voluntarily and have continued to do so.
‘The list of Friends of the Pavilion speaks for itself.’

Ann Marie Foot, Friends of the Pavilion

‘We have held 4 Blue Light Disco’s at the pavilion in the last year. The venue is perfect for what we need. It is a neutral venue, central location to all the schools. The layout of the venue is ideal – allows us to make it safe and secure. The Pavilion management have been fantastic to deal with and it has all gone very smoothly’.

PC Carrie Shanks, Blue Light Disco
‘The Pavilion is more adaptable than a theatre like Eden Court, with it being able to have an arts fairs one day, dances and functions on another or a conference or a wedding on yet another day and it is bigger scale than a village hall.

The closure of the pavilion would have a dreadful affect on the overall feel of the village. Although some locals don’t comment much on the Pavilion they would notice a big difference and would say a lot if its future were threatened.’

Margaret Spark, Friends of the Pavilion

In conclusion

It was clear from speaking to stakeholders that the Pavilion not only contributes to the sustainability of the local area, it also improves the area image, promotes local identity and community cohesion.
The Strathpeffer Pavilion is undoubtedly a cultural, social and economic asset to the local area, 

which as history has shown is best conserved by being used.

‘In the last couple of years the need to work towards becoming increasingly less financially reliant on grant aid and more commercially viable has led to an increase in staffing, enabling a more effective and targeted approach to all aspects of the running of the building. This approach was not without risk as it entailed a significant increase in overheads but does at this stage appear to be paying off.’


Wendy Sanders


Area Cultural Officer


Ross, Skye & Lochaber








‘The Pavilion is a beautiful building in a fantastic location. We were delighted to be given the opportunity to have our restaurant within the building. Strathpeffer Pavilion is so well known throughout the area. It is lovely to sit in RedPoppy and know the history of the building, how hard people worked to restore it and to look out over the nice gardens while enjoying lovely food!’


Nick Aburrow, RedPoppy Restaurant











Social Impact of the Strathpeffer Pavilion





'The night was fantastic and the highest crowd of the tour ..this spurred the singers onto a fantastic performance, it was a great venue and everyone involved enjoyed the visit'.  Matthew Williams, Essential Scottish Opera








‘The Highland Council fully recognises the importance of the restoration and continued development of this historic building. The Pavilion has a particularly special place in the hearts of local people- a sort of iconic social status. By bringing the Pavilion back to life, the heart of the community is beating again and the local area has been revitalised’.  (Judi Menabney, Principal Cultural Officer, The Highland Council)











‘It’s an iconic building, and I used to go when I was a lad – I have fond memories of the place. The main reasons I became involved are nostalgia, the people’s enthusiasm and the tremendous potential it has to benefit the local area’.


John Maclean, Patron








Economic Impact of the Strathpeffer Pavilion





Economic and social impact assessment of the


Strathpeffer Pavilion








‘It is always a pleasure to work with you and I am full of admiration for the success you have made of the Pavilion’


(Rita Hunter, 


Feis Rois)





‘Huge difference to the village. It definitely increases the occupancy off-season for our B&B, especially with out of season weddings and conferences. It is a tremendous asset’ 


Kate Derbyshire, Inverlodge B&B, Strathpeffer








‘Personally we have had a lot of B&B business from events at the Pavilion, in particular from weddings’. Peter Walling, Birchlodge B&B, Strathpeffer








"We're proud of the benefit the pavilion brings to the economy and of the opportunities it provides the community. We've got a great team in place and, with our partners and supporters, look forward to making an even bigger contribution in the years ahead."


(Hugh Mackay, Chair, Strathpeffer Pavilion)








‘Very aesthetic building. One of our favourite venues'. 


Donna Cunningham, Firefly Productions on behalf of Phil Cunningham.











� Community Development Plan For Ward 6 2007-2011


� SPA, Memorandum and Articles of Association


� SPA Strategic Document 2009


� The LM3 process uses proxy indicators for personnel expenditure. This method is adopted because most organisations find surveying staff to be tricky. Bases on historic data results from LM3, the following proxies are used for personnel spending: 


Local staff spend 66% of their total income


Non-local staff spend 33% of their income locally


� LM3 was created by NEF. It is called ‘local’ because it’s for local use, not macroeconomic use. And ‘3’ because only the first three rounds of spending are measured this is because most of the spending takes place in the first three rounds.


� Volunteer Development Scotland (VDS) 2006


� These multipliers estimate the relationship between the direct effect on output, income or employment and the overall effect that results in the economy as a whole.  Thus a multiplier of 1.2 suggests that a project that employs one person directly will result in an overall increase in employment of 1.2 (supporting an additional 0.2 jobs indirectly). (Scottish Government)


� Type I multipliers measure the ratio of (direct + indirect): direct employment, income or output (i.e. incorporating the effects of supplier spending) while Type II multipliers measure the ratio of (direct+indirect+induced): direct effects (incorporating both supplier and employee expenditure effects). 


As a result of the direct and indirect effects the level of household income throughout the economy will increase as a result of increased employment. A proportion of this increased income will be re-spent on final goods and services: this is the induced effect. (Scottish Government)








� Source CACI Paycheck 2007


� Highland Single Outcome Agreement, May 2009, p31
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