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PART ONE: TOURISM PERFORMANCE UNDER THE NATIONAL PLAN

1.1. Introduction

This first section examines the performance of tourism to date under the National Development Plan 2000-2006. In all cases, 1999 is used as the base year for comparison. Reasonably complete data are available for the years to 2004 so that this exercise captures the performance of tourism in the first five years of the plan’s seven-year span. Provisional data for 2005 are interpolated where available.

1.2. Trends in Visitor Numbers 1999-2005

Trends in visitor numbers for the years 1999 through 2005 are presented in Table 1.1. As can be seen, overseas visitor numbers increased by 13.9% between 1999 and 2005, indicating average increases of just over 2% annually over the six years.

TABLE 1.1:
NUMBERS OF TOURISTS 1999-2005 (‘000s)

	Origin Markets


	
	1999
	2000
	2001
	2002
	2003
	2004
	2005P

	Britain
	
	3430
	3428
	3340
	3452
	3553
	3526
	3658

	Mainland Europe
	
	1321
	1436
	1336
	1378
	1484
	1582
	1896

	North America
	
	  950
	1056
	  903
	  844
	  892
	  956
	  929

	Rest of World
	
	  243
	  261
	  261
	  245
	  249
	  319
	  289

	Overseas Visitors
	
	5943
	6181
	5840
	5919
	6178
	6384
	6772

	Northern Ireland
	
	  460
	465
	  513
	   557
	586
	  598
	n/a

	
	
	
	
	
	
	
	
	

	Total Out-of-State Visitors
	
	6403
	6646
	6353
	6476
	6764
	6982
	n/a

	
	
	
	
	
	
	
	
	

	Domestic Trips
	
	n/a
	5478
	6307
	6452
	6657
	7001
	n/a


Sources: ‘Tourism Facts’ 2003 and 2004, and Estimates for 2005. Failte Ireland.

p = provisional; n/a = not available.

NOTE: The Failte Ireland data for overseas visitors to Ireland are lower than those shown by the Central Statistics Office in its ‘Tourism and Travel’ series due to the net impact of (i) the exclusion of same-day overseas visitors from the Failte Ireland data; and (ii) the inclusion of overseas visitors to the Republic entering via Northern Ireland in the Failte Ireland figures. Otherwise, the two data sets are compatible.

Based on Failte Ireland’s provisional estimates for 2005, changes in overseas visitor numbers by market segment are shown in Table 1.2 for the years 1999-2005.  

TABLE 1.2:

PERCENTAGE CHANGE IN OVERSEAS VISITOR NUMBERS 1999-2005

	Origin Market
	1999
	2005P
	% change



	Britain
	3430
	3658
	+  6.6%

	Mainland Europe

of which:-
	1321
	1896
	+43.5%

	· Germany

· France

· Italy

· Netherlands

· Other Europe
	  305

  275

  165

  139

  437
	  398

  306

  190

  158

  844
	+30.5% 

+11.3%

+15.2%

+13.7%

+93.1%

	North America
	  950
	  929
	-   2.2%

	Rest of World
	  243
	  289
	+18.9%

	
	  
	
	

	Total Overseas
	5943
	6772
	+13.9%


Sources: As Table 1.1.

From Table 1.2 it can be seen that: -

· Visitors from Britain – Ireland’s biggest overseas tourism market – were 6.6% higher in 2005 than in 1999, indicating annual average growth of 1%;

· The numbers of overseas visitors from North America were 2.2% lower in 2005 compared to 1999, with absolute visitor numbers declining from 950,000 to 929,000 over the six year span;

· Visitors from mainland Europe were 43.5% higher in 2005 than in 1999. However, visitor numbers from the principal tourism origin markets in Europe – Germany, France, Italy and the Netherlands – increased by just 19.0%, from 884,000 in 1999 to 1.052 million in 2005. The number of visitors from other European countries almost doubled over this period, rising from 437,000 to 844,000. Although this level of growth is impressive, it should be noted that immigration rather than tourism is likely to have been the driving force behind the very rapid rate of expansion.

In summary, over the first six years of the National Development Plan 2000-2006, the number of overseas visitors increased by 13.9%, from 5.943 million to 6.772 million. Overseas visitors from Britain rose at an annual average rate of 1% while the numbers arriving from North America declined. Substantial growth was seen in the numbers of European visitors, but immigration may account for a sizeable part of that growth.

Table 1.3 places recent trends in overseas visitor numbers since 2000 in context. It compares the growth in overseas visitors over the five years 2000 to 2005 with the pace of expansion in the two preceding five-year periods.

TABLE 1.3

GROWTH IN OVERSEAS VISITOR NUMBERS 1990-2005 (‘000s)

	Year

	Overseas Visitors
	Five-Year Change

	1990
	3096
	--

	1995
	4231
	+36.7%

	2000
	6181
	+46.1%

	2005P
	6772
	+ 9.6%


Sources: ‘New Horizons for Irish Tourism – An Agenda for Action’, Report of the Tourism Policy Review Group, September 2003, Table 3.3, page 30; Table 1 above.

As shown in Table 1.3, overseas visitors to Ireland increased by 9.6% between 2000 and 2005. This represented a marked deceleration in the rate of growth in visitor numbers achieved during the 1990s. 
1.3. Trends in Tourism Revenue 1999-2005

During the first six years of the National Development Plan, total foreign exchange earnings from tourism increased by 37.2%, rising from € 3,115 million to € 4,273 million in the process.

However, most of the gains in foreign exchange earnings from tourism were concentrated in the years between 1999 and 2001. In the four years ending 2005, the advances in tourism’s foreign currency earnings were subdued, rising by just 8.6%. Trends in tourism revenue over the years 1999 through 2005 are shown in Table 1.4. 

Foreign exchange earnings from overseas visitors increased from € 2,343 million in 1999 to € 3,487 million in 2005, representing a rise of 48.8% over the six years. 

In terms of individual market segments, the slowest growth over the period was recorded in the biggest market, with earnings from British visitors rising by 26.5% between 1999 and 2005. Receipts from North American visitors did not fare much better, increasing by 27.6% between 1999 and 2005. 

In contrast, reflecting the very rapid growth in European visitor numbers, foreign exchange earnings from this source almost doubled between 1999 and 2005.

The growth in the foreign exchange earnings from overseas visitors, at 48.8% between 1999 and 2005, outstripped the 37.2% increase in total foreign exchange earnings from tourism over the same period principally because of the decline in carrier receipts.





Carrier receipts, fares collected by Irish air and sea carriers from passengers travelling to Ireland, were lower in cash terms in 2004 than in 1999. This reflects both the steep reductions in access fares over the period together with relatively slow growth in passenger numbers.

On the home front, domestic tourism receipts grew faster than total tourism earnings from non-residents between 2000 and 2004, exceeding € 1 billion for the first time in 2004. Over the period 2000-2004, domestic tourism receipts increased by 46.7%.



     TABLE 1.4

TOURISM REVENUE 1999-2005 (€ Million at Current Prices)

	Country/Area
	1999
	2000
	2001
	2002
	2003
	2004
	2005



	Britain
	1012
	1088
	1211
	1283
	1319
	1276
	 1280

	Mainland Europe
	  631
	  727
	  815
	  867
	  885
	   930
	 1258

	North America
	  555
	  689
	  718
	  709
	  787
	   772
	   708

	Other Overseas
	  145
	  178
	  209
	  229
	  236
	   256
	   241

	Total Overseas
	2343
	2682
	2952
	3088
	3228
	 3235
	 3487

	Northern Ireland*
	 115
	 123
	 143
	 161
	 176
	  183
	 n/a

	Overseas Same-Day

Total Expenditure by non-residents
	   16

2474    
	   19

2824
	   21

3115
	   17

3266
	    21

3424
	    22

 3440
	 n/a

 n/a

	Carrier Receipts**
	  641
	  813
	  820
	  723
	   633
	 636
	 n/a

	Tourism Foreign Exchange Earnings
	3115
	3637
	3935
	3989
	4057
	4076
	4273

	Domestic Tourism Receipts
	n/a
	  707
	  880
	   849
	   971
	 1037
	n/a

	All Tourism Revenue
	n/a
	4344
	 4815
	 4838
	 5028
	 5113
	n/a


Sources: ‘Tourism Facts’, 2003 and 2004, Failte Ireland; Preliminary Tourism Revenue Estimates for 2005,

Bord Failte, February 2006.
NOTES: Figures may not add to exact totals due to rounding.

*Includes expenditure on same-day visits by Northern Ireland residents.

**Passenger fare receipts of Irish carriers derived from visits to Ireland.

During the past five years, there has been a steep deceleration in the growth in total foreign exchange earnings from tourism relative to the 1990s. As shown in Table 1.5, total foreign exchange earnings from tourism increased by 47.4% between 1990 and 1995. Between 1995 and 2000, the pace of growth in foreign currency receipts from tourism accelerated to 70.6%. However, in the five years from 2000 to 2005, the pace of foreign earnings growth slowed to just 17.5%.

TABLE 1.5

FOREIGN EXCHANGE EARNINGS FROM TOURISM 1990-2005

(€ Million at Current Prices)

	Year
	Tourism Foreign 

Exchange Earnings
	5 Year Change

	1990
	1446
	------

	1995
	2132
	+47.4%

	2000
	3637
	+70.6%

	2005
	4273
	+17.5%

	
	
	


Sources: ‘New Horizons for Irish Tourism – An Agenda for Action’, September 2003, Table 3.3; Table 1.4 above

Adjusting for inflation, total foreign exchange earnings generated by tourism have risen only moderately faster than inflation in the six years ending 2005. In Table 1.6, total foreign exchange earnings at current prices have been deflated by changes in the domestic Consumer Price Index (CPI) to produce a series for total foreign exchange earnings from tourism at constant prices.





TABLE 1.6

TOURISM FOREIGN EXCHANGE EARNINGS AT CONSTANT PRICES

(€ Million)

	Year
	Current Prices
	Consumer Price

Index (1996=100)
	Constant Prices

(1999)

	1999
	3115
	104.8   (+1.6%)
	3115

	2000
	3637
	110.7   (+5.6%)
	3443

	2001
	3935
	116.1   (+4.9%)
	3552

	2002
	3989
	121.4   (+4.6%)
	3444

	2003
	4057
	125.6   (+3.5%)
	3385

	2004
	4076
	128.4   (+2.2%)
	3327

	2005
	4273
	131.6   (+2.5%)
	3403

	
	
	
	

	Change
	
	
	

	1999-2005
	+37.2%
	+25.6%
	+9.2%


Sources: Table 1.5 above; Consumer Price Index, January 2006, CSO, Table 1

As shown in Table 1.6, the general level of consumer prices increased by 25.6% between 1999 and 2005. When total tourism foreign exchange earnings are deflated by the cumulative rise in prices, it can be seen that the volume of tourism foreign exchange earnings was only 9.2% higher in 2005 than in 1999. 

1.4. Reinterpreting Trends in Domestic Tourism 2000-2004

A continuous series for domestic tourism spending is available only for the years from 2000 onwards. As shown in Table 1.4 above, domestic tourism spending increased from € 707 million in 2000 to € 1,037 million in 2004, representing a rise of 46.7% over the four-year span. 

In consequence, domestic tourism has been the fastest-growing segment of the Irish tourism market since 2000. This is an unsurprising outcome, given that, since 2000, the pace of aggregate real personal income growth in Ireland has been much faster than the rate of real income growth in Ireland’s principal tourism markets abroad.

Moreover, the existing definition of domestic tourism spending is quite restrictive. Domestic tourists are defined as residents of the Republic of Ireland travelling to, and staying, at least one night in places within the Republic and outside of their usual environment. As a result, expenditure by residents on day trips is not counted as tourism spending. In consequence, the revenues accruing from domestic tourism are seriously understated by the exclusion of same-day domestic trips.  As the Report of the Tourism Satellite Account First Steps Project points out: -


“A major finding to emerge from this project is the crucial importance of 

‘domestic tourism’ in the overall tourism marketplace….”. There has been no attempt previously to estimate ‘same day visits’ for Ireland. This first estimate, which we believe to be conservative, suggests that this component is a very sizeable element (27.7% of total) of tourism demand and as such it is imperative that data collection methods be developed to monitor this vital component” (1).

As shown in Table 1.4, spending by domestic tourists staying away from home for at least one night amounted to €707 million in 2000. In addition, the Tourism Satellite Account (TSA) Project estimated spending on day trips by domestic residents at €1,780 million in 2000. Thus, unrecorded spending on domestic day trips by residents was found to be two and a half times as high as recorded spending on domestic tourism, which must include an overnight stay away from home.

Further, Irish residents travelling on holidays abroad expended an estimated €654 million in Ireland during 2000, principally on fares paid to Irish carriers and travel trade commissions. Taking all of these categories together, domestic tourism expenditure in 2000 is estimated in the TSA at €3,141 million (2). Because of the importance of TSA Project’s identification of substantial unreported same-day domestic tourism expenditures, the tourism spending data for 2000, shown in Table 1.4, are re-stated in Table 1.7 with an expanded equation for home tourism.






TABLE 1.7

A RESTATEMENT OF TOTAL TOURISM SPENDING IN 2000 (€ Million)

	    Category
	Basic Spending
	     TSA   Spending

	1. Total Foreign Exchange Earnings
	 3637
	       3637

	      Domestic Tourism

· Domestic Trips with Overnight Stay

· Domestic Same-Day Trips

· Domestic Consumption by Irish Residents Travelling Abroad
	           707

               0

               0

      
	        707

      1780

        654

      

	2. Total Domestic Tourism Spending
	   707
	      3141

	3. Total Tourism Revenue (=1+2)
	         4344
	      6778

	4. Domestic Tourism as % Total Tourism Revenue (=2/3 x 100)
	16.3%
	    46.3%




Sources: Basic Spending derived from Tourism Facts 2004, Failte Ireland;

TSA Spending derived from Ireland Tourism Satellite Account, Table 2.

As can be seen from Table 1.7, the inclusion of same-day domestic trips and the domestic consumption of Irish residents travelling abroad raises the total for domestic tourism spending in 2000 from €707 million to €3,141 million.

In consequence, the scale of total tourism-related activity in Ireland during 2000 is raised from €4,344 million to €6,778 million, an increase of 56.0%. 

 (1) ‘Ireland Tourism Satellite Account First Steps Project’, National Centre for Tourism Policy Studies, University of Limerick and Centre for Policy Studies, National University of Ireland, Cork, Final Report, August 2004, page (viii)

(2) Ireland Tourism Satellite Account, 2004, Section 4.2, pages 18-23.

In other words, the tourism sector in Ireland is half as large again as conventional measurement techniques might suggest.

Moreover, the TSA Project throws into high relief the central importance of domestic tourism in overall tourism performance. On a conventional basis, domestic tourism revenues accounted for just one-sixth of all tourism spending in Ireland. The revised data show that, in 2000, domestic tourism spending accounted for 46.3% of all revenues accruing from tourism.

On a purely indicative basis, a straight extrapolation of the structure of tourism spending in 2000 to the year 2004 would suggest total domestic tourism spending of some €4,600 million in the latter year. This would have raised total tourism spending in Ireland from €5,113 million to €8,676 million, an addition of 70%. On this indicative basis, domestic tourism in 2004 would have accounted for an estimated 53% of all tourism revenues earned in Ireland that year.

PART TWO: TOURISM’S CONTRIBUTION TO THE ECONOMY

2.1. Introduction

Spending by out-of-state visitors in the Irish economy constitutes the most important contribution by the tourism industry to the process of Irish economic and social development. For spending by out-of-state visitors represents an injection of additional demand into the Irish economy. In a very real sense, it introduces new money into the domestic economy.

As a result, the spending of out-of-state visitors on Irish goods and services is classified as the export of an international service, despite the fact that the related consumption takes place in Ireland. In similar fashion, the spending of Irish residents on foreign holidays is classified as imports of tourism services.

As with other types of exports, spending by out-of-state tourists injects new external demand into the Irish economy. In consequence, it raises the level of spending, output, incomes and employment in Ireland above the levels that would otherwise have been attained. Specifically, the foreign exchange revenues derived from out-of-state visitors: -

(i) increase the level of consumer spending in the Irish economy;

(ii) add to the level of domestic employment

(iii) contribute to balance of payments stabilisation;

(iv) generate additional tax revenue for the Irish Exchequer.

Each of these impacts will be assessed in the sections that follow.

Spending by residents on domestic holidays and trips is quite different in its economic character. While such spending swells the size of total tourism-related activity in Ireland, it does not inject new spending into the economy. Instead, extra spending by residents on tourism-related activities or domestic trips represents a reallocation of existing budgets. Additional spending by residents on domestic tourism is financed by less spending on other goods and services in the economy, other things being equal. Thus, the overall economic impact of additions to domestic tourism spending is not as powerful as the effects of additions to non-resident spending on Irish tourism. 

However, the geographic distribution of domestic tourism expenditure does play an important part in strengthening the regional profile of total tourism spending.

2.2. Tourism Adds to Domestic Consumer Spending

Spending by out-of-state visitors injects additional demand into Irish consumer markets each year. As can be seen from Table 2.1, non-resident purchases of Irish consumer goods and services added more than 5.5% on average each year to domestic consumer demand over the years 2000 through 2004.

However, over the first five years of the life of the current national plan, the addition to domestic consumer demand by out-of-state visitors has been slipping each year. In 2000, spending by out-of-state visitors added an extra 5.9% to consumer spending by residents. By 2004, the external addition to domestic spending had declined to 5.3%. The swift annual pace of domestic consumer spending growth since 1999 allied to the relatively anodyne performance of out-of-state tourism in recent years explains the extent of the slippage. Nonetheless, purchases by out-of-state visitors remain an important component of total domestic retail spending, accounting for more than €1 out of every €20 spent on consumer goods and services each year.

TABLE 2.1

VISITORS ADD TO DOMESTIC CONSUMER SPENDING

               In € Million at Current Market Prices

	Category


      1999
      2000
      2001
      2002
      2003
      2004

Domestic Consumer

Spending by Residents

    42374
    48328
    52859
    57144
    61464
     64781

Domestic Consumer 

Spending by Non-Residents
      2473
      2851
      3136
      3256
      3409
      3445

Total Domestic

Consumer Spending

    44847
    51179
    55995
    60400
    64873
    68226

Addition to Domestic Consumer

Spending by Non-Residents
     5.8%
     5.9%
     5.9%
     5.7%
     5.5%
     5.3%



Source: Derived from data in ‘National Income and Expenditure 2004’, Central Statistics Office, December 2005, Table 13.

Moreover, retail spending by non-residents is not distributed proportionately across all consumer markets. Instead, it is heavily concentrated in specific market segments. Table 2.2 shows that out-of-state visitors allocate two-thirds of their expenditure in Ireland to Bed & Board and to other Food & Drink purchases. A further one-sixth of spending is earmarked for Shopping while almost one-tenth is used for purchases of Internal Transport. Just 4% of out-of-state visitor spending is allocated to Sightseeing and Entertainment.

TABLE 2.2

DISTRIBUTION OF SPENDING BY OVERSEAS VISITORS IN 2004

	Spending Category

Amount (€ Million)
% Total

Out-of-State Spending

 3445


  100%

             of which:-


- Bed and Board


   999


    29%

- Other Food and Drink

 1275


    37%

- Shopping


   551


    16%

- Internal Transport

   310


      9%

- Sightseeing/Entertainment
   138


      4%

- Miscellaneous


   172


      5%




Source: ‘Tourism Facts 2004’, Failte Ireland.

Given the scale of retail purchases by out-of-state visitors each year, they are clearly important customers in all Irish consumer markets. However, their presence is of particular importance to those in the Accommodation, Food & Drink, Department Stores, Transportation and Entertainment segments.

A conservative approach has been adopted in this assessment of tourism’s impact on domestic demand. Only the effects of out-of-state visitor spending have been included. Spending by domestic tourists is taken as a reallocation of demand within the domestic economy rather than as an addition to final demand (3).

While domestic tourism and same-day trips may not add to consumer demand in the Irish economy, except where they are substituted for foreign holidays and trips, they do shift the regional location of demand within the economy. Thus, domestic tourism and trips can exert a powerful influence on the pattern of regional spending within the economy.

2.3. Tourism Creates Jobs and Incomes in the Economy

The boundaries of the tourism industry are imprecise. While a range of activities are wholly dependent on tourism – inbound tour operators, Tourism Information Offices, visitor attractions – a much wider span of businesses are partially dependent on tourism activity. The latter would include hotels and guesthouses, restaurants and public houses, car hire and department stores. The difficulties in defining the perimeters of the tourism industry make the computation of tourism-related employment an uncertain exercise.

(3) To the extent that residents can be encouraged to substitute domestic tourism for foreign holidays, the volume of domestic consumer spending would be enhanced.

Table 2.3 ranks tourism-related employment in order of its tourism intensity over the years 1999 through 2004.

TABLE 2.3

TOURISM-RELATED EMPLOYMENT BY BUSINESS SEGMENT 1999-2004

	     SEGMENT

                     1999
       2001
       2003
       2004

    Self-Catering Accommodation
      4580

      3830

      3878

      3848

      Tourism Services & Attractions
     33910
      34568
     34749
      35016

      Hotels


     53906
      54275    
    54164 
      53637

     Guesthouses

                     3115     
        2943
      2879
                      2849

     _____________________________________________________________________________
     Core Tourism Employment
     95511
      95616
    95670
                    95350

     Restaurants*


     55504
      55676
    56727

     56774

     Licensed Premises

     78300
      78225
    79319

     78803

     _____________________________________________________________________________

     Tourism-Related Employment       229315                  229517                231716                 230927

   *Licensed and non-licensed.



Sources: Tourism Facts 2003 and 2004, Failte Ireland.

In the case of the components of core tourism employment as shown in Table 2.3, in excess of 70% of employment is directly attributable to tourism activity. In tourism services and self-catering employment, all jobs are tourism supported (4).

As can be seen, there has been a slight decline in core tourism employment during the life of the current National Development Plan 2000-2006, with the number of jobs directly supported by tourism declining from 95,511 in 1999 to 95,350 in 2004. 

(4) Research conducted for CERT by CHL Consultants and published in 1987 found that the proportions of total employment directly attributable to tourism ranged from Self-Catering Accommodation and Tourism Support Services (100%) through Hotels (75%) and Guesthouses (70%) to Restaurants (20%) and Licensed Premises (8%). While the ratios may have changed in the interim, they are still indicative of the tourism-intensity of employment by market segment.

Employment in restaurants and licensed premises, where the tourism-intensity of employment is lower, increased modestly during the first five years of the current national plan.

As a result, total tourism-related employment – broadly the workforce of the hospitality industry – rose from 229,315 in 1999 to 230,927 in 2004, an employment gain of 0.7% over the five-year span.
The Quarterly National Household Survey (QNHS) published by the Central Statistics Office provides a second, though narrower, indication of trends in tourism-related employment over time. While, in the tourism sphere, it collects employment data only on Hotels and Restaurants, the CSO series is up to date, in that it covers 2005; allows comparisons with other sectors and shows the extent to which tourism has become dependent on immigrant labour. The QNHS results for the years since 1999 are shown in Table 2.4.

TABLE 2.4

TRENDS IN EMPLOYMENT BY SECTOR 1999-2005

(‘000s Annual Averages)

	Year

Farming*
Hotels and
Production        Total




Restaurants
Industries          at work

1999

138.9

105.6

312.4

1,614.5

2000

129.5

110.7

317.7

1,692.2

2001

123.4

109.2

321.0

1,745.4

2002

124.4

109.8

309.4

1,777.0

2003

119.7

115.9

304.2

1,810.6

2004

117.1

112.4

301.2

1,865.0

2005

115.3

114.8

293.6

1,952.0

Change

1999-2005        - 17.0%
            + 8.7%

- 6.0%

+ 20.9%

*Agriculture, Fisheries and Forestry.




                 Sources: Quarterly National Household Surveys to Quarter 4, 2005, Central Statistics Office. Data shown 

              are averages of four quarterly observations for each year.

From Table 2.4, it can be seen that the economy has generated an addition of 337,500 to the numbers at work during the first six years of the current national plan. Total employment has risen by 20.9% over this period.

During these six years, employment in Hotels and Restaurants has increased by 8.7% to reach 114,800 in 2005. In the latter year, the numbers at work in Hotels and Restaurants advanced by 2,400 or by 2.1%. 

However, because of the pace of jobs growth nationally, the share of Hotels and Restaurants in total employment has declined during the life of the current national plan. Hotels and Restaurants accounted for 6.5% of national employment in 1999; by 2005, this proportion had fallen to 5.9%.

In employment terms, Hotels and Restaurants have fared better than Agriculture or Production Industries during the course of the NDP to date. The numbers at work in Production Industries – principally manufacturing – have fallen by 6.0% between 1999 and 2005. Over the same period, employment in Agriculture has declined by 17.0%. As a result, by 2005, there were almost as many people employed in Hotels and Restaurants as in Irish agriculture.

Moreover, the Hotels and Restaurant sector has become proportionately more dependent on non-Irish workers than any other sector, as can be seen from Table 2.5.

TABLE 2.5

IRISH AND NON-IRISH WORKERS BY ECONOMIC SECTOR, Q4 2005

(Numbers at Work in 000s)

	Sector


Irish

Non-Irish
Total    
     % Non-Irish

Farming


111.2

   4.0

115.3

  3.5%

Production Industries

258.0

 30.3

288.3

10.5%

Construction


227.9

 25.3

253.2

10.0%

Wholesale/Retail Trade

263.9

 21.0

285.0

  7.4%

Hotels/Restaurants
 
  91.2

 24.3

115.5

21.0%

Transport, Communications
110.9

   7.4

118.3

  6.3%

Finance, Business Services
240.3

 22.6

263.0

  8.6%

Public Administration

  99.3

   1.3

100.7

  1.3%

Education


121.0

   6.9

127.9

  5.4%

Health


174.8

 16.8

191.5

  8.8%

Other Services


111.1

 10.9

122.1

  8.9%

Total at Work
                          1,809.5
              171.1
            1980.6

  8.6%




Source: Quarterly National Household Survey – Quarter 4, 2005, Central Statistics Office, February 2006.
As shown in Table 2.5, in the final quarter of 2005, some 24,300 of the 115,500 people working in Hotels and Restaurants were non-Irish nationals. Thus, non-Irish nationals comprised 21.0% or more than one in five of the total workforce in Hotels and Restaurants in the final quarter of 2005.

The proportion of non-nationals working in Hotels and Restaurants is twice as high as in Construction and Production Industries, the other two sectors most heavily dependent on non-Irish nationals for labour.  In all, one in seven (14.2%) of all non-Irish nationals currently working in Ireland are employed in the Hotels and Restaurants sector.

2.4. Tourism’s Contribution to Balance of Payments Stabilisation

Spending by out-of-state visitors in Ireland constitutes the export of an international service and earns foreign exchange revenue for the economy. Conversely, spending by Irish residents on trips and holidays abroad represents tourism imports and drains foreign exchange out of the Irish economy. 

Deducting tourism imports from tourism exports yields the current balance of payments on the Tourism and Travel account. Through the 1990s, the overall tourism balance was strongly positive, indicating a substantial surplus of tourism exports over tourism imports. However, in 2003, the tourism balance turned negative and tourism imports continued to exceed tourism exports in 2004. 

The balance of payments on the tourism and travel account over the first five years of the National Development Plan 2000-2006 is shown in Table 2.6.

TABLE 2.6

THE BALANCE OF PAYMENTS ON THE TOURISM AND TRAVEL ACCOUNT 1999 - 2004

in € Million at Current Prices

	Category
1999
2000
2001
2002
2003
2004
1999-2004

Tourism Exports
3115
3637
3935
3989
4057
4067
+ 30.6%

Tourism Imports
2465
2804
3224
3952
4158
4180
+ 69.6%

             _________________________________________________________________

Tourism Balance
+ 650
+ 832
+ 711
+   37
-  101
-  104
+ 1,375

National Balance 

of Payments
+ 316
-  371
-  662
-1,296
+     1
-1,167
-  3,441




Sources: ‘Tourism and Travel 2004’, Central Statistics Office, April 2005, Table 17; ‘National Income and 

Expenditure 2004’, CSO, December 2005, Table 30a.

Table 2.6 shows that during the first five years of the current national plan, tourism transactions with the rest of the world generated a net foreign exchange surplus of 

€1,375 million. 

The surplus earned on the tourism account in the five years ending 2004 contained the national balance of payments deficit over the period to €3.4 billion. In the absence of tourism, the national balance of payments deficit on current account would have exceeded €4.8 billion during the five years 2000-2004.

However, during the life of the current national plan, the tourism balance has moved from a position of healthy surplus to modest deficit. In 2000, Ireland’s international trade in tourism yielded a surplus of €832 million. By 2004, this had been transformed into a deficit of €104 million.

The deterioration in the tourism balance since 2000 is explained by the fact that tourism imports – spending by Irish residents abroad – increased more than twice as fast as tourism exports.

Between 1999 and 2004, tourism imports increased by more than two-thirds, rising from under €2.5 billion in 1999 to almost €4.2 billion in 2004. Over the same period, tourism exports advanced at a much slower rate, increasing by 30.6%.

The principal factors driving the growth of tourism imports include: rising real incomes amongst a rapidly expanding workforce in Ireland; cheaper access fares to foreign destinations; a steep increase in foreign property purchases by Irish residents; and the relative cheapness of many newly-accessible foreign destinations.

2.5. Tourism Generates Additional Revenue for the Exchequer

Tourists spend their money on goods and services that are heavily taxed – car hire, petrol, alcoholic drink and department store purchases in particular. As a result, the tourism industry acts as a substantial tax gatherer for the Exchequer.

Spending by out-of-state tourists injects new cash into the economy. Hence, the taxes collected from the purchases of out-of-state visitors constitute additional, incremental revenue for the Exchequer. In the absence of out-of-state visitors, this stream of tax revenue would disappear.

Research by Eamon Henry and Brian Deane relating to 2000 indicates that every euro spent by overseas visitors in Ireland directly gives rise to an additional 30.2 cent in tax revenue for the Exchequer. In addition, every euro spent on passenger fares with Irish carriers directly creates a further 11.7 cent in tax receipts for government (5).

These incremental tax revenues are generated directly as a result of visitors’ purchases of final goods and services. However, tourist-related enterprises must purchase inputs – raw materials, energy, professional services, and transportation – from other sectors of the economy to meet the final demands of out-of-state visitors. The increased activity in industries supplying tourism gives rise to a second-round, or indirect, flow of extra tax revenues to the Exchequer.

When the direct and indirect effects are combined, Deane and Henry estimated that every Euro of overseas visitor spending in Ireland produced an additional 37.1 cent in tax receipts for the Exchequer. In the case of passenger fares, the direct and indirect effects, taken together, caused each Euro of visitor expenditure to leverage additional tax revenues of 17.8 cent for the government. 

(5) ‘The Impact of Tourism on the Economy of Ireland (2000)’, Eamon Henry and Brian Deane, 2002, Table 501.

Using the Deane and Henry estimates for 2000, the direct and indirect tax receipts generated by the spending of out-of-state visitors for the years 1999 through 2004 are shown in Table 2.7. It should be noted that these calculations assume that these tax coefficients have remained stable over time.

TABLE 2.7

ADDITIONAL TAXES GENERATED BY TOURISM FOR THE EXCHEQUER 1999 - 2004

in € Million at Current Prices

	  Year              Direct             Direct + Indirect

    1999
                 82                       1032

    2000
               948                       1192            

    2001                1037
               1302

    2002
             1071
               1340

    2003
             1108
               1383

    2004
             1113
               1389

    2000-2004      5277
               6606




                                             Sources: Deane and Henry (2002); Table 4 above.

As shown in Table 2.7, the Exchequer directly collected almost €5.3 billion in additional tax revenues as a result of the flow of out-of-state visitors to Ireland during the first five years of National Development Plan.

When the direct and indirect tax yields are summed, the Government gained an additional €6.6 billion in tax receipts in the five years ended 2004. 

However, as can be seen, the annual tax take from foreign tourism has remained relatively static since 2001, reflecting the relatively slow growth in out-of-state visitor spending and the declines in carrier receipts.

Only the extra taxes caused by the injection of additional external spending into the Irish economy have been counted in this section. While domestic tourism also generates gross tax receipts for the Exchequer, these are usually at the expense of taxes foregone in other domestic economic sectors. However, in the case of   expenditure by out-of-state visitors, the taxes collected are a clear and unambiguous addition to the Exchequer’s revenue.

PART 3: THE DRIVERS OF IRISH TOURISM GROWTH

3.1. Demand and Income Growth in Ireland’s Principal Tourism Markets

Spending on Irish tourism, whether by out-of-state visitors or domestic consumers, is strongly influenced by trends in aggregate real personal incomes. Trends in real Gross Domestic Product (GDP) are a reliable proxy for aggregate income growth in the principal foreign markets from which Ireland attracts visitors. Forecasts for economic growth in these markets for the years through 2007 are shown in Table 3.1.

TABLE 3.1

TRENDS IN REAL GDP IN IRELAND’S PRINCIPAL TOURISM MARKETS

Volume Percentage Change over Previous Year

	      Country/Area
      2004

      2005

      2006f
      2007f  

Britain


3.2%

1.7%

2.4%

2.7%

France


2.3%

1.5%

1.8%

2.3%

Germany

1.6%

0.8%

1.2%

1.6%

Italy


1.2%

0.2%

1.5%

1.4%

Euro Area

2.1%

1.4%

2.1%

2.2%

USA


4.2%

3.6%

3.5%

3.3%




Sources: OECD Economic Outlook, Paris, December 2005 for forecasts for Britain, the USA and the Euro Area; European Commission, Brussels, Autumn Forecasts 2005 for forecasts for France, Germany and Italy.

As can be seen from Table 3.1, Ireland’s principal overseas tourism markets are forecast to exhibit solid, if unspectacular, growth over the next two years. After a trough in 2005, economic growth in Britain is expected to accelerate this year and next. Growth in the Euro Area is projected to edge upwards in 2006 and 2007. The United States is forecast to continue growing at a rapid, though decelerating, rate in the period through 2007. In sum, external economic conditions in Ireland’s principal overseas tourism markets should not act as a constraint on the potential growth of overseas tourism in Ireland for the foreseeable future.

Economic growth in Ireland is forecast to outstrip the pace of expansion in the economies of our major trading partners over the next three years. In particular, growth in real personal consumer spending is expected to accelerate quite sharply in 2006 and 2007, as can be seen from Table 3.2.

Real personal consumer spending is forecast to grow by 5.8% in 2006 and 6.8% in 2007, reflecting the reasonably buoyant external economic environment, the pre-election stage in the domestic political cycle and the release of Special Savings Incentive Accounts (SSIAs) into consumers’ hands.

TABLE 3.2

FORECASTS FOR THE IRISH ECONOMY 2006-2008

Volume Changes on Previous Year in %

	Category
	2005
	2006f
	2007f
	2008f



	Consumer Spending
	5.3%
	5.8%
	6.8%
	4.6%

	Employment Growth
	4.7%
	3.1%
	2.2%
	1.9%

	Growth in 

Gross National Product
	4.8%
	4.6%
	4.8%


	4.6%


Sources: ‘Ireland – Stability Programme Update, December 2005’, Department of Finance, in ‘Budget 06’, Table 5, page E10; Quarterly National Household Survey – Quarter 4, 2005, Central Statistics Office, February 2006, page 1.

The anticipated strength of Irish personal consumer spending over the next three years should ensure that home demand conditions present no obstacle to the growth of domestic tourism in the years immediately ahead.

In summary, the total potential market, foreign and domestic, available to Irish tourism should exhibit reasonably robust growth in the years immediately ahead. Against this background, the performance of Irish tourism will be determined by its ability to capitalise on this potential growth.

3.2. Price and Availability of Access Transport

As an island destination, the price and availability of access to Ireland by air and sea is a key determinant of tourism performance. As Deegan and Dineen have written in their standard work on Irish tourism policy: -

“Frequent and competitively priced access transport networks are generally regarded as a fundamental element in the development of any successful tourism destination. Ireland’s peripheral location makes the development of such networks a vital priority. For many years the lack of suitable and appropriately priced air and sea access acted as a serious constraint to the development of tourism traffic. Undoubtedly, the initial growth in Irish tourism from 1986 to 1990 can certainly be traced to the availability of cheaper and more frequent flights on the (Dublin/London) route” (6).

A simple, and relatively crude, set of estimates indicates that the cost of access to Ireland has continued to fall significantly during the first five years of the National Development Plan.

(6) ‘Tourism Policy and Performance – The Irish Experience’, James Deegan and Donal A Dineen, International Thompson Business Press, London, 1999, page 249.

In Table 3.3, the number of overseas visitors arriving each year is divided into carrier receipts to derive a series for average access fares to Ireland. These fares are then deflated by the relevant annual inflation rates to produce estimates for the real cost of accessing Ireland between 1999 and 2004. Bias in the estimates stems from (i) the changing origin markets of visitors; (ii) the proportion of total visitor carrier receipts accruing to Irish carriers. Over the period, of total overseas visitors, the proportion of British residents declined by 2.6 percentage points, while that of Other Europeans increased by 2.3 percentage points. Changes in visitor composition should thus impart an upward bias to access fares. For the purpose of this exercise, the proportion of total visitor carrier receipts accruing to Irish carriers is assumed constant.

TABLE 3.3

ESTIMATES OF AVERAGE ACCESS FARES TO IRELAND 1999-2004

	Category
	  1999
	  2000
	  2001
	 2002
	 2003
	 2004



	Overseas Visits

(million)
	 6.068
	 6.310
	  5.990
	6.065
	6.369
	6.575

	Carrier Receipts

(€ million)
	     641
	     813
	     820
	   723
	   633
	   636

	Average Access Fare

(€ at current prices)

(€ at constant prices)      


	105.64

105.64
	128.84

121.97
	136.89

123.57
	119.20

102.90
	99.39

82.93
	96.73

78.95



	
	
	
	
	
	
	


Sources: Estimated from data in Tables 3 and 4 above; Consumer Price Index – January 2006,

Central Statistics Office, February 2006.
Subject to the caveats entered above, the estimates show that by 2004, the cost of overseas visitors gaining access to Ireland averaged € 96.73, a decline of 8.4% on the estimated average access fare in 1999. However, over these five years, the cumulative domestic inflation rate amounted to 22.5%. Adjusting for this rise in prices, the average cost for overseas visitors in gaining access to Ireland fell by 25.3% between 1999 and 2004.

On this basis, it does not appear that the cost of access fares constitutes a constraint on the future growth of overseas tourism, particularly given that the markets in air and sea transport are now highly competitive. 

In overseas visitor markets, deficits in physical infrastructural capacity are much more likely that the cost of access fares to inhibit tourism growth in the future. For overseas and domestic tourists alike, an upgrading of internal transportation capacity is a prerequisite to ensuring a greater regional dispersion of tourism. 

3.3. Domestic Price and Cost Competitiveness
While growth in the economies of Ireland’s trading partners will determine the size of the potential market, competitiveness – widely defined – will shape the share of the available market captured by Irish tourism.

Price and cost competitiveness is amongst the most important determinants of overall competitiveness. Having experienced low rates of inflation throughout the 1990s, the rate of increase in Irish retail prices began to escalate rapidly in 2000, both in absolute terms and relative to competitors. The Irish rate of retail price inflation is compared, on a like-for like basis, against average EU-15 price inflation in Table 3.4.

As illustrated, the average level of Irish consumer prices increased by almost one-quarter between 1999 and 2005, the period spanning the first six years of the current national plan. Retail price inflation in Ireland reached an annual peak at 5.2% in 2000 and decelerated slowly thereafter. By 2005, the annual rate of inflation in Ireland had slowed to 2.2%, thereby converging on the average EU-15 inflation rate.

TABLE 3.4

TRENDS IN IRISH AND EU-15 INFLATION 1999-2005 (HICP 1996 = 100)

	Year
	Ireland
	% Change
	EU-15
	% Change

	1999
	106.0
	----
	104.3
	----

	2000
	111.5
	+5.2%
	106.2
	+1.8%

	2001
	116.0
	+4.0%
	108.6
	+2.3%

	2002
	121.5
	+4.7%
	111.8
	+2.9%

	2003
	126.3
	+4.0%
	113.0
	+1.1%

	2004
	129.2
	+2.3%
	115.3
	+2.0%

	2005
	132.1
	+2.2%
	117.8
	+2.2%

	Change
	
	
	
	

	1999-2005
	+24.6%
	+24.6%
	+12.9%
	+12.9%




Source: EU Harmonised Index of Consumer Prices, CSO, February 2006.

However, the high rates of inflation experienced in the early years of the new millennium inflicted permanent damage on Ireland’s competitive standing relative to Europe. For Table 3.4 shows that, on a harmonised basis, the general level of Irish consumer prices increased by 24.6% between 1999 and 2005, almost twice the 12.9% cumulative inflation rate experienced by the EU-15 over the same period. This inflation differential has caused the absolute level of Irish prices to climb towards the top of the European prices league. As the National Competitiveness Council stated in its 2005 Report: -

“The latest internationally comparable data show that, as of 2003, Ireland was the most expensive country in the Euro zone and the second most expensive behind Denmark in the EU-15” (7). 

(7) ‘Annual Competitiveness Report 2005’, NCC/Forfas, August 2005, page 37.

The data supporting this statement are shown in Table 3.5.

TABLE 3.5

AVERAGE PRIVATE CONSUMPTION PRICE LEVELS IN THE EU 2003

	Rank
	Country
	Average Price 

       Level

	
	
	

	 1
	Denmark
	112

	 2
	IRELAND
	100

	   3=
	Finland
	 99

	   3=
	Sweden
	 99

	 5
	Luxembourg
	 92

	 6
	Germany
	          90

	 7
	Austria
	87

	   8=
	France
	85

	   8=
	Netherlands
	85

	  10=
	Belgium
	84

	  10=
	Britain
	84

	12
	Italy
	82

	13
	Spain
	68

	14
	Greece
	65

	15
	Portugal
	64




Source: ‘Annual Competitiveness Report 2005’, 

National Competitiveness Council/Forfas, Figure 46.

Thus, measured against the average Irish price level in 2003, average prices in France were 15% lower and, in Britain, 16% lower. In the same year, average consumer prices in Greece, Spain and Portugal were, on average, two-thirds of the Irish level.

The erosion in the price competitiveness of Irish tourism caused by the high absolute level of domestic prices has been exacerbated by exchange rate changes. Since the turn of the century, the exchange rates of both the US dollar and sterling – the currencies of Ireland’s two biggest foreign customers – have fallen steeply against the Euro, as can be seen from Table 3.6.

TABLE 3.6

EURO EXCHANGE RATES AGAINST THE US DOLLAR AND STERLING

Units per €, annual averages

	Currency
	2000
	2001
	2002
	2003
	2004
	2005
	% change

	
	
	
	
	
	
	
	

	US Dollar
	0.92
	0.90
	0.95
	1.13
	1.24
	1.24
	-34.8%

	Sterling
	0.61
	0.62
	0.63
	0.69
	0.68
	0.68
	-11.5%



	
	
	
	
	
	
	
	


Source: Central Bank of Ireland, Quarterly Bulletin No 1 2006, Table B6.

As illustrated in Table 3.6, the US dollar’s exchange rate against the Euro fell by almost 35% between 2000 and 2005, making Irish holidays very much more expensive in the process. 

Over the same period, the value of sterling against the Euro slipped by 11.5%, adding a sizeable exchange rate surcharge to Irish prices for British visitors in the process.

Ireland’s move to the top of the European price league, combined with adverse exchange rate changes for US and British visitors, has occasioned a degree of dissatisfaction amongst overseas visitors with the level of retail prices in Ireland. A forthcoming study of tourism competitiveness conducted for ITIC by CHL notes that 17% of overseas visitors felt that they had not received “good all-round value for money” in Ireland (7a). The areas considered by all overseas visitors as offering less than good value for money are shown in Table 3.7.

TABLE 3.7

AREAS OFFERING VISITORS LESS THAN GOOD VALUE FOR MONEY (%)

	Area
	2000
	2001
	2002
	2003
	2004

	
	
	
	
	
	

	Eating Out
	11%
	11%
	18%
	26%
	28%

	Drink
	 8%
	 8%
	12%
	19%
	22%

	General Cost of Living
	 8%
	 7%
	13%
	17%
	19%

	Food in Shops/Supermarkets
	 5%
	 5%
	 9%
	11%
	11%

	
	
	
	
	
	

	Admission Prices to Attractions
	 1%
	  1%
	 1%
	 1% 
	 1%

	Accommodation: Guesthouses B&Bs
	 1%
	  1%
	 2%
	 2%
	 2%

	Accommodation: Hotels
	 2%
	  2%
	 3%
	 3%
	 4%

	Car Hire
	 1%
	  1%
	 1%
	 1%
	  2%




Source: CHL Competitiveness Study for ITIC, forthcoming.

As can be seen, dissatisfaction is highest in areas that affect all consumers, foreign and domestic. These areas include the general cost of living, drink prices, the cost of eating out and the price of food in shops and supermarkets. In contrast, dissatisfaction is lowest in the more tourism-specific market segments. These include the cost of accommodation, car hire and admission prices to tourist attractions.

In seeking to contain increases in the general level of Irish prices, it should be borne in mind that converging with average EU or Euro zone inflation rates will not materially alter Ireland’s position at the top of the Euro zone prices league. 

Price competitiveness is only one dimension of the overall competitiveness of the Irish tourism package. The scenery and the friendliness of the people, the range and singularity of tourism products and the quality of service delivery are also important components of overall tourism competitiveness. However, price competitiveness is a key determinant of future success because of the influence it exerts on assessing the affordability of an Irish holiday.

(7a) CHL Study on the Competitiveness of Irish Tourism, commissioned by ITIC, forthcoming in 2006.

3.4. Productivity as a Route to Competitiveness and Profitability

Productivity represents net output per unit of labour input. Productivity growth measures the growth in real net output per unit of labour input over time. More specifically, productivity growth tracks the growth in real Gross Value Added (GVA) per hour of labour input. In broad terms, GVA represents the value of sales less the total cost of sales, excluding labour. Productivity growth and labour force expansion are the two principal determinants of national economic growth.

While productivity trends can be measured reasonably accurately in industries that produce physical output, estimating productivity trends in service industries is much more difficult. Nonetheless, on the limited evidence available, neither the level of productivity in Irish services nor the pace of productivity growth has been encouraging in recent years.

In terms of the level of productivity in private sector services – real value added per unit of labour input – Ireland ranked second-last of ten European countries surveyed in 2003. Moreover, productivity in Irish services that year was one-eighth below the EU average, as can be seen from Table 3.8.

TABLE 3.8

 INDEX OF PRODUCTIVITY IN SERVICES IN 10 EUROPEAN COUNTRIES

	
	
	

	Rank
	Country
	Services Productivity

Index 2003



	1
	Switzerland
	133.9

	2
	France
	117.2

	3
	Germany
	110.8

	 4=
	Denmark
	110.6

	 4=
	Italy
	110.6

	                    6
	Britain
	101.6

	   European Union Average
	
	100.0

	7
	Netherlands
	 94.4

	8
	Finland
	92.2

	9
	IRELAND
	87.7

	                   10
	Spain
	79.1


Source: ‘Annual Competitiveness Report 2005’, NCC/Forfas; European Competitiveness Index, 2003.

Commenting on these results, the National Competitiveness Council said in 2005: -

“According to the European Competitiveness Index, Irish private sector services productivity ranks second last out of ten European countries. Evidence from the European Central Bank suggests that Irish public sector productivity also performs relatively poorly (based on the productivity performance in administration, education, health and infrastructure” (8).

(8) ‘Annual Competitiveness Report 2005’, NCC/Forfas, Figure 44, page 35.

In 2005, Tansey found that real productivity growth in the Irish services sector amounted to 12.4% between 1998 and 2003, equivalent to an annual growth rate of under 2.4% a year. Over this period, national productivity increased by 25.0%, equivalent to a compound growth rate of 4.5% a year. National productivity was driven forward by the performance of the manufacturing sector, where, strongly influenced by multinational companies, real Gross Value Added per hour of labour input increased by 65.4% between 1998 and 2003 (9).

In the absence of a sufficient statistical base, no determinate conclusions can be drawn on the performance of tourism productivity in recent years. However, from the data assembled in Tables 1.6 and 2.3 above, it can be estimated that real foreign exchange earnings per person at work in core tourism employment increased by just 6.6% between 1999 and 2004, equivalent to a compound growth in real foreign sales of just over 1.25% per person per year. Given the scale of the escalation in real costs faced by the tourism industry over these five years, these trends do not point to rapid productivity growth within the industry.

Productivity growth is a powerful tool that can be harnessed to improve industry performance in two ways.

First, faster growth in real Gross Value Added or net output per person employed can be used to offset, in part, the deterioration in competitiveness caused by adverse economy-wide price trends in Ireland relative to competitor countries.

Second, at unchanged prices, quicker productivity growth will raise enterprise profitability, thereby enhancing the prospects for survival and success in the future. Higher levels of enterprise productivity provide the resources to invest in the innovation of new products and the refurbishment of the existing product base. The principal instruments that can be used to raise the pace of productivity growth are: -

· Investments in new, higher yielding, products;

· Management training and development at enterprise level;

· Improved staff and supervisory training;

· Successful applications of new cost-saving technologies.

3.5. Product Development

The product stock can broadly be divided into tourism accommodation, visitor attractions and visitor activities. Table 3.9 illustrates the evolution of the tourism accommodation stock over the first five years of the NDP 2000-2006.

(9) ‘Productivity: Ireland’s Economic Imperative’, Paul Tansey, Microsoft, May 2005, Table 31, page 45.

TABLE 3.9

THE TOURISM PRODUCT: VISITOR ACCOMMODATION 1999-2004

	
	
	
	

	Type
	Rooms 1999
	Rooms 2004
	% change

	
	
	
	

	Hotels
	36,000
	43,000
	+19.4%

	Guesthouses/Farmhouses
	  5,000
	  5,000
	       0

	Country Homes
	18,000
	14,000
	-22.2%

	Self-Catering
	  6,000
	  7,000
	+16.7%

	Universities
	  3,000
	  3,000
	       0

	Hostels
	  9,000
	10,000
	+11.1%

	
	
	
	

	Total
	77,000
	82,000
	+  6.5%

	
	
	
	


Sources: Gulliver (November 1999 and January 2004) /Failte Ireland

As shown in Table 3.9, the hotel accommodation stock increased by 19.4% between 1999 and 2004 while the total tourism accommodation stock rose by 6.5% over the same period. Given the expansion and modernisation of the hotel accommodation stock and the fact that occupancy levels in Ireland are below international averages, there is no evidence that the accommodation stock is acting as a brake on tourism development.

In the sphere of visitor activities, there has been a marked decline in visitor participation in almost all activities in the years since 1999, as shown in Table 3.10.

TABLE 3.10

ACTIVITIES ENGAGED IN BY VISITORS 1999-2004 (‘000s)

	
	
	
	

	Activity
	1999*
	2004
	% change

	
	
	
	

	Hiking/Walking
	266
	259
	-  2.6%

	Golf
	198
	138
	-30.3%

	Cycling
	129
	  85
	-34.1%

	Angling
	128
	  93
	-27.3%

	Equestrian
	  63
	  31
	-50.8%

	
	
	
	

	Total: 5 Activitites
	784
	606
	-22.7%




Source: Tourism Facts, 1999 and 2004, Failte Ireland.

*Three-year average.

As can be seen, visitors participating in equestrian activities declined by more than half between 1999 and 2004 while those engaging in cycling have fallen by over one-third. The number of visiting golfers has declined by over 30% while visiting anglers are down by more than one-quarter. Only in the case of walking and hiking have numbers remained reasonably stable.

Visitor attractions, fee-paying and non-fee-paying, give an indication of the product range available to overseas visitors and domestic holidaymakers. The top ten attractions in both categories in 2003 are shown in Table 3.11.

TABLE 3.11

ATTENDANCES AT VISITOR ATTRACTIONS 2003 (‘000s)

	
	
	

	(A) Top Ten Fee Paying Attractions



	Rank
	Attraction
	Visitors 2003

	
	
	

	1
	Dublin Zoo
	772

	2
	Guinness Storehouse
	738

	3
	Trinity College/Book of Kells
	468

	4
	Bunratty Castle/Folk Park
	307

	5
	Waterford Crystal
	303

	6
	Fota Wildlife Park
	301

	7
	Blarney Castle
	300

	8
	St. Patrick’s Cathedral
	276

	9
	Rock of Cashel
	245

	10
	Bru na Boinne
	217

	
	
	

	(B) Top Ten Non-Fee Paying Attractions

	
	
	

	1
	National Gallery of Ireland
	706

	2
	Cliffs of Moher
	650

	3
	Irish Museum of Modern Art
	309

	4
	National Museum of Archaeology and History
	260

	5
	National Museum of Decorative Arts and History
	137

	6
	Chester Beatty Library 
	134

	7
	Natural History Museum
	119

	8
	National Museum of Country Life
	112

	9
	Cashel Heritage Centre
	75

	10
	Triona Design
	65

	
	
	


Source: Visitor Attraction Survey 2003, Failte Ireland.

Attendances at both the fee-paying and non-fee-paying attractions indicate a strong proclivity amongst visitors for cultural, historical and heritage and craft-based tourism products. There is clear scope for strengthening product development, innovation and integration in these areas. This is borne out by the assessment of the holiday needs of consumers in Ireland’s top six overseas markets, as shown in Table 3.12. The needs analysis also demonstrates the necessity of strengthening the product portfolio of outdoor activities. The data for this needs analysis has been taken from Tourism Ireland’s Marketing Strategy 2004-2006.

TABLE 3.12

HOLIDAY NEEDS OF POTENTIAL OVERSEAS VISITORS TO IRELAND

	Country
Visitor Share*

               Holiday Needs

	

	Britain


49%

              *Culture and Sightseeing

	*Outdoor Activities

	*Time with family and friends 

	*Social Adventure

	

	USA


18%

             *Culture and Sightseeing

	





*Luxury

	





*Outdoor Activities

	

	Germany

  6%

              *Culture and Sightseeing

	





*Outdoor Activities

	





*Luxury

	





*Social Adventure

	

	France


  5%

              *Culture and Sightseeing

	





*Outdoor Activities

	





*Luxury

	





*Social Adventure

	

	Netherlands

  3%

             *Culture and Sightseeing

	




             *Social Adventure

	

	Italy


  3%

            *Culture and Sightseeing

	




            *Social Adventure


Source: ‘Marketing Strategy 2004-2006’, Tourism Ireland, pages 14-15.

*Share of promotable visitors to the island of Ireland, 2002.

As shown in Table 3.12, ‘Culture and Sightseeing’ is an important holiday need for potential overseas visitors from all of Ireland’s top six tourism source markets. While this need can be interpreted in a broad sense as ‘experiencing Ireland and Irish people’, it also underpins the requirement to develop a strong portfolio of cultural and heritage products.

Potential visitors from the top four source markets supporting Irish tourism, which account for almost four-fifths of ‘promotable’ overseas visitors, also express a need to engage in outdoor activities while on holiday.

The forthcoming Report of the Tourism Product Development Group will be a crucial constituent in defining a feasible path for product development in the future (10).

(10) The Group, chaired by Mr Dan Flinter, is due to report in the early summer of 2006.

3.6. Human Resource Development

People are an integral part of the tourism product. Their skills and competence are an essential ingredient determining product quality and thus the overall competitiveness of tourism. The tourism-related workforce exhibits the following characteristics:

· Most are employed in small and medium sized enterprises. In 2003, some 13,440 hotels, bars and restaurants employed 114,100 people, representing an average staffing level of 8.5 people per enterprise;

· Employment spans the skills spectrum, from management personnel through crafts people to semi-skilled workers;

· Operations are labour- rather than capital-intensive;

· Labour turnover amongst permanent staff is high; at an estimated 25%;

· The exit rate from the industry is very high, with an estimated 50% of those leaving a job in a tourism sub-sector exiting the industry entirely. (11).

· As seen earlier, there is a high dependence on immigrant labour, with non-Irish nationals comprising 21.0% of the Hotels and Restaurants workforce in the final quarter of 2005.

The characteristics of the tourism workforce make training difficult at all skill levels: 

· SME managers are reluctant to participate in off-the-job training and development due to time pressures and the lack of management cover in the business;

· Employee training is often deferred due to the disruption caused to the business by the absence of employees on training leave and because of the financial costs involved in training.

· Investments in staff training may be difficult to justify where labour turnover and industry exit rates are high, as the returns on training investments are thereby lost,

· Financial cost and perceived lack of relevance of much of the training offered deter SME participation in training. Because of the small numbers involved, unit training costs in SMEs can be high and training providers may be unwilling to fashion tailor-made courses specific to the needs of the business.

These are real difficulties. They must be surmounted if the quality of the tourism product is to be improved and the productivity of tourism businesses enhanced. The Failte Ireland human resource development strategy, published in 2005, provides a structured supply-side response to this problem. However, the central difficulties are likely to lie on the demand side. New initiatives are needed to ensure that managers and employees in tourism-related businesses actually take up the training opportunities that are now on offer.

(11) This section draws heavily on ‘Competing through People – A Human Resource Development Strategy 2005-2010’, Failte Ireland 2005, Chapters 2 and 3.

3.7. Marketing Ireland Abroad

Marketing is an important driver of tourism growth. Set up under the Good Friday Agreement in 1998, Tourism Ireland is responsible for marketing the island of Ireland overseas as a tourism destination. It pursues this objective principally through the use of the following instruments: -

(i) Destination Marketing - Destination marketing seeks to create a positive demand environment for Irish tourism overseas, principally through branded advertising campaigns. In essence, brand advertising seeks to push Ireland to the forefront of foreign consumers’ minds when they are choosing between alternative holiday destinations. Brand tracking allows the attractiveness of Ireland as a holiday destination to be compared against competing destinations. Interest in Ireland as a potential holiday destination in the major source markets is ranked in Table 3.13.

TABLE 3.13

IRELAND’S INTEREST RANKING AS A DESTINATION

	
	
	

	Country
	
	Interest Ranking

	
	
	

	Britain
	
	5th

	USA
	
	5th

	Germany
	
	           10th

	France
	
	5th

	Netherlands
	
	9th

	Italy
	
	5th

	Australia
	
	6th



                                                                      Source: ‘Marketing Strategy 2004-2006’, Tourism Ireland, page 14.

(ii) Trade Support- The central trade objective is to translate the enhanced consumer interest engendered by destination marketing campaigns into additional tourism business for Ireland. This requires that the Ireland tourism product is available and can easily be accessed and purchased by consumers in overseas markets. To this end, marketing support is provided to the private commercial sector to develop distribution and sales channels, both directly and by developing trade-to-trade partnerships between the home trade and the international trade;

(iii) Access Transport-Marketing can exert little direct influence on the pattern and distribution of short-haul airline services. These are determined purely by passenger yields. However, by raising the load factors on inbound routes, marketing support can enhance the yield potential of particular short-haul services, justifying their introduction or ensuring their continuance. In the case of long haul routes, where initial investments and set up costs are much higher, external promotional and marketing support can tip the scales in favour of the introduction of new long-haul routes;

(iv) Consumer Advocacy-Tourism Ireland acts as an important conduit through which the impressions, views and criticisms of overseas visitors and the international trade are relayed back to the industry in Ireland. This structured consumer feedback can play an important role in raising product and quality standards and in identifying gaps in the portfolio of tourism products and activities;

(v) Regional Impacts- For marketing purposes, Tourism Ireland has segmented Ireland into four regional markets: Northern Ireland and the East, South and West regions of the Republic. The core destination marketing campaign employs the Ireland brand to attract overseas visitors to the island. While the core destination campaign contains regional messages, sub-brand campaigns are operated individually for the four regions.

From all of this, it can be seen that the impact of marketing on the development of tourism on the island of Ireland is both complex and multi-faceted. It is not simply a matter of marketing Ireland as a destination abroad, but of ensuring that the marketing message is translated into actual additional sales for Irish tourism-related businesses, that additional access routes to Ireland are introduced and that the needs of the individual regions are recognised.

Moreover, the task of marketing Ireland abroad is becoming progressively more difficult. Ireland faces much stiffer competition in attracting overseas visitors as many new tourism destinations have entered the market. Consumer behaviour has altered, with a much greater emphasis on the late booking of holidays. Sales and distribution channels have changed fundamentally with the advent of the Internet. Finally, the marketing effort has to contend with the reality that Ireland is now a relatively expensive tourist destination.

PART FOUR: REGIONAL PERFORMANCE

Trends in visitor numbers, foreign and domestic, to each of the country’s eight administrative (NUTS 3) regions are shown in Table 4.1 for the first five years of the National Development Plan 2000-2006.

TABLE 4.1

TRENDS IN VISITOR NUMBERS BY REGION 1999-2004 (‘000s)

	
	
	
	
	
	
	

	Region
	    Out of State Visitors
	        Domestic Tourists

	
	1999
	2004
	% change
	2000
	2004
	% change

	
	
	
	
	
	
	

	Border
	  862
	  683
	-21%
	597
	709
	+19%

	Midland
	  261
	  223
	-15%
	209
	335
	+60%

	West
	1402
	1250
	-11%
	944
	1251
	+33%

	Dublin
	3090
	3680
	+19%
	722
	976
	+35%

	Mid-East
	  448
	  377
	-16%
	313
	414
	+32%

	Mid-West
	1068
	  888
	-17%
	583
	658
	+13%

	South East
	  982
	  974
	- 1%
	882
	1113
	+26%

	South West
	1980
	1745
	-12%
	 1227
	1547
	+26%



	
	
	
	
	
	
	


Source: Tabulation prepared for the Consultants by Failte Ireland, February 2006.

NOTES: Tourists may visit more than one region. Domestic Tourism includes an overnight stay.

Two trends are immediately apparent from the data shown in Table 4.1.

First, since 1999, only Dublin has recorded an increase in the number of out-of-state visitors. The remaining seven regions have experienced a decline, often severe, in the number of visitors from outside the state.  Even those regional destinations with particularly strong attractions for out-of-state tourists – the South West, West and Mid-West – registered double-digit declines between 1999 and 2004. In sharp contradistinction to all other regions, Dublin managed to raise out-of-state visitor numbers by 590,000 or 19% over the five-year span.

The cleavage in performance between Dublin and other regions confirms the finding of the ITIC Report on Regional Tourism, published in 2005. Referring to the growth in tourism to Dublin, it concluded: -

“It is not a case of visitors substituting one part of the country for another, but rather Ireland is now attracting two distinct markets – those attracted to short breaks to Dublin and visitors motivated by the Irish scenery, its people and the range of things to do and see” (12).

(12) ‘How Tourism is Changing to Ireland is Changing: Regional Distribution’, Report prepared by Tourism & Transport Consult for ITIC, July 2005, page 1.

The second trend evident from the data in Table 4.1 is the scale and dispersion of the growth in domestic tourism. Each of the eight regions saw an increase in domestic tourism numbers between 1999 and 2004. In most cases, these gains were sizeable. Between 1999 and 2004, domestic tourists visiting the Midlands increased by three-fifths; the West, Dublin and Mid-East regions raised domestic visitor numbers by one-third; while the South East and South West both registered gains in excess of one-quarter. By 2004, five of the country’s eight regions – Border, Midland, West, Mid-East and South East – attracted more domestic tourists than out-of state visitors.

The trends in visitor numbers illustrated in Table 4.1 indicate that tourism performance in the five years after 1999 tended to reinforce, rather than to correct, regional economic imbalances within the national economy. This becomes clear when regional trends in visitor spending and revenue are examined in Table 4.2.

TABLE 4.2

REGIONAL PROFILES OF TOURISM REVENUE 1999-2004

In € Million at Current Prices

	

	Region
	      Overseas Visitors
	Domestic Tourists

	
	1999
	2004
	Change
	2000
	2004
	Change

	
	
	
	
	
	
	

	Border
	199
	   227
	+14.1%
	74
	104
	+40.5%

	% Total
	8.5
	7.0
	- 1.5pts
	10.5
	10.0
	+0.5pts

	Midland
	 62
	  71
	+14.5%
	13
	32
	+146.2%

	% Total
	2.6
	2.2
	-0.4pts
	1.8
	3.1
	+1.3pts

	West
	332
	460
	+38.6%
	155
	210
	+35.5%

	% Total
	14.2
	14.2
	   0
	21.9
	20.3
	-   1.6pts

	
	
	
	
	
	
	

	BMW Region
	593
	758
	+27.8%
	242
	346
	 +43.0%

	% Total
	25.3
	23.5
	-1.8pts
	34.2
	33.3
	-0.9pts

	
	
	
	
	
	
	

	Dublin
	670
	1163
	+73.6%
	83
	144
	+73.5%

	% Total
	28.6
	36.0
	+  7.4%
	11.7
	13.9
	+2.2pts

	Mid-East
	106
	119
	+12.3%
	22
	40
	+81.8%

	% Total
	4.5
	3.7
	-   0.8%
	3.1
	3.9
	+0.8pts

	Mid-West
	253
	220
	- 13.0%
	70
	91
	+30.0%

	% Total
	10.8
	6.8
	-   4.0pts
	9.9
	8.8
	-1.1pts

	South East
	158
	267
	+69.0%
	100
	151
	+51.0%

	% Total
	6.7
	8.3
	+  1.6%
	14.1
	14.6
	+0.5pts

	South West
	563
	707
	+25.6%
	191
	266
	+39.3%

	% Total
	24.0
	21.9
	-   2.1pts
	27.0
	25.7
	-1.3pts

	
	
	
	
	
	
	

	South & East Region 
	1750
	2476
	+41.5%
	466
	692
	+48.5%

	% Total
	74.7
	76.5
	+  1.8pts
	65.8
	66.7
	+0.9pts

	
	
	
	
	
	
	

	Total Revenue
	2343
	3235
	+38.1%
	707
	1037
	+46.7%



	
	
	
	
	
	
	


Source: Failte Ireland, special tabulation prepared for the consultants, February 2006.

As shown in Table 4.2, total overseas visitor spending in Ireland was 38.1% higher in 2004 than in 1999. However, these revenue gains were unequally distributed across the country’s regions. The key points illustrated in Table 4.2 include: -

· Overseas visitor spending in Dublin increased by 73.6% between 1999 and 2004. With spending in Dublin rising at almost twice the national average over this period, Dublin’s share of total overseas visitor spending increased by 7.4 percentage points, from 28.6% of all overseas visitor expenditure in 1999 to 36.0% in 2004;

· Only two regions managed to increase their share of total overseas visitor spending between 1999 and 2004. In Dublin, the share of total overseas visitor spending advanced by 7.4 percentage points while the South East’s share of the total increased by 1.6 percentage points over the same period. The West’s share of total overseas visitor spending was broadly the same in 2004 as in 1999. The remaining five regions lost market share;

· The remaining five regions suffered a loss of share in the overseas tourism market. These losses were particularly pronounced in the cases of the Mid-West (- 4.0%); the South West (- 2.1%); and the Border (- 1.5%) regions;

· As a result of these trends, over the years 1999 through 2004, there has been a discernible geographic shift in the distribution of overseas visitor spending from the west to the east of the country;

· Some regions have virtually no exposure to foreign tourism. Together, the Midland and Mid-East regions generated less than € 200 million in overseas tourism revenue in 2004, capturing less than 6% of total overseas visitor spending in Ireland that year;

· Driven ahead by the performance of Dublin, the Southern and Eastern Region’s share of overseas tourism revenue increased by 1.8 percentage points at the expense of the BMW Region between 1999 and 2004. By the end of the period, the BMW Region accounted for 23.5% of total overseas visitor spending in Ireland.

In summary, in terms of overseas visitor spending, the first five years of the National Development Plan 2000-2006 has witnessed a shift in tourism growth from the west to the east of the country, with a particular concentration of growth in the nation’s capital. 

Where Dublin and the neighbouring Mid-East Region accounted for less than one-third (33.1%) of all overseas visitor expenditure in 1999, by 2004, their combined share of overseas visitor spending had risen to almost two-fifths (39.7%) of the total.

Table 4.2 also shows that domestic tourism spending is much more evenly spread across the regions than overseas visitor expenditure. By 2004, three regions – the South West, the West and the South East – accounted for more than three-fifths of total domestic tourist spending. In the same year, Dublin attracted less than one-seventh of total home visitor spending.

Yet even here, the pattern of demand is changing. Between 2000 and 2004, the traditional home holiday destinations in the South West, West and South East saw their combined share of domestic tourism spending slip from 63.0% to 60.6% of the total. In contrast, Dublin recorded the biggest advance in market share over these years. Its share of domestic tourism spending increased from 11.7% in 2000 to 13.9% in 2004, a gain of 2.2 percentage points.

No consistent data are available for domestic tourism spending in 1999. As a result, Table 4.3 compares total tourism revenue by region for the years 2000 and 2004.

TABLE 4.3

TRENDS IN TOTAL TOURISM REVENUE 2000-2004 (€ Million)

	
	
	
	
	
	
	
	

	Region
	
	Revenue 2000
	%
	
	Revenue 2004
	
	%

	
	
	
	
	
	
	
	

	Border
	
	305
	    9.0
	
	331
	
	  7.7

	Midland
	
	  83
	    2.4
	
	         103
	
	  2.4

	West
	
	563
	  16.6
	
	671
	
	15.7

	BMW Region
	
	951
	  28.1
	
	       1105
	
	25.9

	Dublin
	
	876
	  25.8
	
	       1307
	
	30.6

	Mid-East
	
	142
	    4.2
	
	159
	
	  3.7

	Mid-West
	
	331
	    9.8
	
	311
	
	  7.3

	South East
	
	324
	    9.6
	
	418
	
	  9.8

	South West
	
	765
	  22.6
	
	973
	
	 22.8 

	S&E Region
	
	       2438
	  71.9
	
	       3168
	
	 74.1

	
	
	       
	
	
	
	
	  

	Total Revenue
	
	       3389
	100.0
	
	       4273
	
	100.0


Source: Data supplied by Failte Ireland, February 2006.

NOTES: Total Tourism Revenue includes spending by overseas visitors and by domestic tourists on trips including an overnight stay. Figures may not add to totals due to rounding.

As can be seen from Table 4.3: -

· Dublin increased its share of total tourism revenues by almost five percentage points between 2000 and 2004. In 2000, Dublin accounted for 25.8% of all tourism spending in the country. By 2004, it had raised its share of the total tourism market to 30.6%;

· Between 2000 and 2004, only two other regions – the South East and the South West – managed to capture additional market share. The Midlands marked time while the remaining four regions lost ground;

· The BMW Region’s share of total tourism spending declined from 28.1% to 25.9% between 2000 and 2004, while the Southern and Eastern Region’s share advanced from 71.9% to 74.1%;

· Three regions suffered particularly marked reverses between 2000 and 2004. The Mid-West saw its share of total tourism revenues decline from 9.8% to 7.3% while the Border region’s share of the national tourism market contracted from 9.0% to 7.7% of the total. The proportion of total tourism revenues earned in the West fell from 16.6% to 15.7% over the four-year period.

Thus, while the more even geographic distribution of domestic tourism spending has helped to ameliorate the marked shift in overseas tourism spending towards Dublin, it has failed to offset it. As a result, total tourism spending is progressively tilting towards the nation’s capital. The gravitational pull of Dublin can be summarised in one statistic: in 2004, total tourism spending in Dublin was some €200 million higher than in the whole of the BMW Region.

The reasons for the recent relative decline in overseas tourism outside Dublin were investigated in the 2005 ITIC Report on the regional distribution of tourism. It concluded: -

“The fall off in the demand for holidays outside of Dublin is partially explained by the parallel reduction in the proportion of car-based tourism, especially the ‘bring your own car’ segment from the UK. Another factor is the wider range of competitively priced air services into Dublin. Other factors that have contributed to the decline in tourism to areas outside of Dublin include the decline of the discretionary Visiting Friends and Relatives (VFR) visitor segment from Britain and the lack of growth in holiday visitors from the German, French and Dutch markets – all segments which traditionally focused on rural Ireland, particularly the western regions” (13).

The strengthening of the Dublin tourism market relative to other regions has emerged during a decade when little progress has been made in achieving a more balanced distribution of economic activity and income across the country’s regions. 

(13) Tourism and Transport Consult Report for ITIC, July 2005, op. cit., page 1.

Data on regional trends in Gross Value Added (GVA) per person, broadly equivalent to per capita Gross Domestic Product, are available only to 2002 and are shown in Table 4.4.

TABLE 4.4

INDICES OF GROSS VALUE ADDED PER PERSON 1995-2002

At Basic Prices, National Average = 100

	

	Region

1995
1999
2001
2002

	

	Border

  77.6
  73.1
  68.5
  71.0

	Midland

  69.0
  62.0
  65.1
  63.2

	West

  75.3
  77.9
  77.1
  70.5

	BMW Region
  74.9
  72.4
  70.9
  69.1

	Dublin

130.6
134.1
132.6
128.9

	Mid-East
  91.3
  88.8
  84.8
  80.4

	Mid-West 
  93.3
  88.2
  83.4
  82.6

	South East
  85.2
  79.8
  85.0
  89.3

	South West
105.4
111.4
119.8
131.3

	S&E Region
109.1
109.9
110.4
111.1

	


Source: ‘County Incomes and Regional GDP 2002’. Central Statistics Office, March 2005, Table 10.

As shown in Table 4.4, in terms of GVA or net output per person, the three poorest areas in the country – the Border, Midland and West regions – lost further ground on the national average between 1995 and 2002. However, over this period, the largest relative losses were sustained by the Mid-East and Mid-West regions. In 1995, net output per person in these two regions was over 90% of the national average. By 2002, GVA per person was just over 80% of the national average in both regions.

In contrast, over the period 1995 through 2002, GVA per person in the South West increased from 105.4 to 131.3 of the national average, making the South West the most productive region in the country by 2002. This steep increase in net output per person in the South West is largely attributable to the substantial expansion of the Chemicals and Pharmaceuticals industries in the environs of Cork. Dublin’s relative position slipped slightly over the period, though by 2002, net output per person remained 28.9% above the national average.

While it is too early to assess the impact of the National Development Plan 2000-2006 on the regional distribution of GDP, the evidence from the first three years of the plan’s life does not indicate a more regionally balanced evolution of national output.

Over the first three years of the current national plan, net output per person in the BMW Region declined from 72.4% to 69.1% of the national average.

The differences in regional productivity, or net output per person, do not translate into differences in regional disposable incomes of the same magnitude because of the operation of the national tax and transfer system. The national tax system gathers more taxes per person where regional incomes and spending are highest while the income transfer system transfers resources to those regions where personal incomes are lowest. The resulting regional distribution of personal disposable income is shown in Table 4.5.

TABLE 4.5

INDICES OF DISPOSABLE INCOME PER PERSON BY REGION 1995-2002

National Average = 100 each year

	

	Region  
            1995          1999          2001          2002

	

	Border
             92.4           89.4           90.0           89.8

	Midland
             90.3           88.2           89.3           92.1

	West
             91.6           92.7           93.7           93.9

	BMW Region     91.7           90.3           91.2           91.8

	Dublin
           113.6         115.8         114.7         113.4

	Mid East             98.1
100.3
    100.3         100.7

	Mid-West           97.8           98.1
      97.2           97.9

	South East          91.3           89.2
      90.9
         92.2

	South West         97.3
  95.0
      95.2
         95.3

	S&E Region     103.0
103.5
    103.2        103.0

	


Source: ‘County Incomes and Regional GDP’, CSO, March 2005, Table 1.

Table 4.5 shows that there has been little change in the regional distribution of personal disposable incomes between 1995 and 2002. Relative to the national average, small gains were achieved in the Midland, West, Mid-East and South East regions. However, relative to the national average, personal disposable income in both the Border and South West regions deteriorated between 1995 and 2002.

During the first three years of the current national plan, there has been a modest improvement in regional income distribution, with personal incomes in the BMW region have risen from 90.3% to 91.8% of the national average.

The effectiveness of the national tax and transfer system in correcting regional imbalances in productivity can be gauged by comparing the distributions in Tables 4.4 and 4.5.

Despite the continuing drift of tourism to Dublin, tourism revenue remains of crucial importance to the less-developed peripheral regions. No data are available for Gross Value Added in tourism. As a proxy, Table 4.6 shows the ratio of total tourism revenue to regional Gross Value Added in 2002.

TABLE 4.6

REGIONAL GVA AND TOTAL TOURISM REVENUE 2002 (€ Million)

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Region
	
	Gross Value

   Added
	
	Tourism 

Revenue
	
	        Tourism Revenue

       as % GVA

	Border
	
	  10,033
	
	   289
	
	2.9%

	Midland
	
	    4,654
	
	   118
	
	2.5%

	West
	
	    8,764
	
	   594
	
	6.8%

	BMW Region
	
	  23,452
	
	1,001
	
	4.3%

	Dublin
	
	  47,284
	
	1,178
	
	2.5%

	Mid-East
	
	  10,837
	
	   195
	
	1.8%

	Dublin + Mid-East
	
	  58,121
	
	1,373
	
	2.4%

	Mid-West
	
	    9,160
	
	   328
	
	3.6%

	South East
	
	  12,365
	
	   386
	
	3.1%

	South West
	
	  24,894
	
	   850
	
	3.4%

	S & E Region
	
	104,540
	
	 2,937
	
	2.8%

	
	
	
	
	   
	
	

	Total
	
	127,992
	
	  3,937
	
	3.1%



	
	
	
	
	
	
	


Sources: ‘County Incomes and Regional GDP 2002’, CSO, March 2005, Table 14; Failte Ireland, February 2006.

Four important trends are illustrated by the data in Table 4.6: -

· Tourism is relatively more important to the economies of the BMW Region than to the Southern & Eastern Region. This stems from the fact that opportunities for economic development are more limited in the poorer regions;

· Tourism is relatively less important to Dublin than to the poorer regions because of the widely diversified nature of the Dublin economy;

· Tourism is particularly important in the West Region, both because of the scale of the business in the region and the limited alternative development opportunities available.

· Value added in the Irish economy is becoming increasingly concentrated in the Dublin and Mid-East regions. By 2002, these two regions accounted for 45.4% of all Gross Value Added generated in the state.

PART FIVE: TOURISM AND THE NATIONAL DEVELOPMENT PLAN 

5.1. Tourism Performance under the NDP 2000-2006: A Summary

This first section summarises the performance of the tourism industry to date during the National Development Plan 2000-2006 under four headings: -

(i) Visitor Numbers and Revenue;

(ii) The Impact of Tourism on the Domestic Economy;

(iii) The Forces Driving Tourism Growth;

(iv) Tourism’s Regional Performance.

5.1.1. Visitor Numbers and Revenue
The annual number of overseas visitors to Ireland increased from 5.943 million in 1999 to 6.772 million in 2005. This represented a rise of 829,000 or 13.9% over the six-year span, equivalent to a compound growth rate of just over 2.1% annually.

Total foreign exchange earnings from overseas tourism rose from €3,115 million in 1999 to €4,273 million in 2005, an advance of 37.2% in annual revenues over the period. At constant 1999 prices, real foreign exchange earnings from tourism increased by 9.2% during the first six years of the NDP 2000-2006.

Domestic tourism has experienced particularly buoyant conditions since the turn of the century. Between 2000 and 2004, revenue from domestic tourists, spending at least a night away from home, increased from €707 million to €1,037 million, a gain of 46.7%. Domestic tourism spending is particularly important as it acts as an agent of regional rebalancing.

5.1.2. The Impact of Tourism on the Domestic Economy 1999-2004

Tourism confers four major benefits on the national economy. It adds to the level of consumer spending, thereby creating more business for an array of Irish enterprises. It supports high levels of employment across the economy. It acts to stabilise the balance of payments. It generates new streams of tax revenue for the Exchequer. Each of these benefits is discussed below.

(i) Annual consumer spending by non-residents in Ireland increased by almost €1 billion between 1999 and 2004, rising from €2,473 million to €3,445 million in the process. Over the years 2000 through 2004, non-resident spending on consumer goods and services added an average of 5.7% to domestic consumer spending by residents. In other words, one euro in twenty spent on consumer goods and services in Ireland each year represents purchases by overseas visitors. 

The beneficiaries of this overseas spending are Irish businesses and 

retailers. In 2004, overseas visitors spent almost €1 billion on Bed and 

Board; a further €1.275 billion on Other Food and Drink; €550 million

on Shopping; and €310 million on internal transport.

(ii) Tourism also supports high levels of employment throughout the economy. Core tourism employment, defined as business segments where 70% or more of total employment is dependant on tourism, remained above 95,000 in each of the years 1999 through 2004. 

Total tourism-related employment increased from 229,315 in 1999 to 230,927 in 2004. With the national workforce numbering 1.865 million in 2004, total tourism-related employment accounted for one in every eight people at work that year.

Employment in Hotels and Restaurants, as measured by the Quarterly National Household Survey, increased from 105,800 in 1999 to 114,800 by 2005, representing a gain of 8.7%. Over the same period, the numbers at work in agriculture declined by 17.0%, while employment in Production Industries – manufacturing and utilities – fell by 6.0%. Tourism-related enterprises are thus one of the few internationally traded indigenous industry segments with a strong regional spread that continue to register employment gains.

(iii) The foreign exchange earnings generated by tourism also contribute to balance of payments stabilisation. In the five years after 1999, net overseas earnings from tourism amounted to a cumulative €1,375 million. Over the same period, the national economy ran a cumulative current account balance of payments deficit of €3,441 million with the rest of the world. Thus, in the absence of tourism’s contribution, the cumulative deficit on the national balance of payments would have exceeded €4.8 billion in the five years ending 2004.

(iv) Overseas visitors create new streams of tax revenue for the Exchequer. Since the domestic spending of foreign tourists constitutes an injection of new cash into the economy, the taxes collected on this additional expenditure comprise incremental revenue for government. On conservative assumptions, in the five years ending 2004, overseas visitor spending directly generated a cumulative €5.3 billion in additional tax revenues for government, equivalent to more than €1 billion a year. When indirect effects are taken into account, the cumulative gain in tax revenue for the Exchequer rises to €6.6 billion.

5.1.3. The Forces Driving Tourism Growth
In general terms, three broad forces determine the rate of tourism expansion in Ireland. These forces are: the growth in potential consumers’ incomes; the price of the Irish tourism product relative to competing destinations, including access transport costs; and the range and quality of the Irish tourism product portfolio. These can be decomposed into seven specific drivers of tourism expansion, reviewed below.

(i) Consumer Incomes in Source Markets

Using real GDP growth as a proxy for aggregate real income growth, trends in real income growth are projected to quicken in Ireland’s principal overseas markets for tourism in 2006 and 2007. Euro Area growth is expected to revive, exceeding 2% in each year while the British economy is forecast to recover from the growth slowdown seen in 2005. US growth is projected to remain comfortably above 3% a year. Against this background, income growth in the principal overseas source markets for Irish tourism is not seen as a constraint on tourism expansion in the next two years. At home, real domestic consumer spending growth is expected to average 5.7% annually over the three years ending 2008. This should underpin a continuance of the rapid growth seen in domestic tourism.

(ii) Access Fares to Ireland

Average access fares to Ireland are estimated to have been some 8.4% lower in 2004 than in 1999, indicating the strength and depth of competition on the air and sea routes serving Ireland. In real, inflation-adjusted terms, real passenger access fares to Ireland were one-quarter lower in 2004 than in 1999. With no abatement of competitive pressures on air and sea operators, the cost of gaining access to Ireland is not seen as a constraint on Irish tourism expansion in the near term. 

(iii) National Cost and Price Competitiveness

At the level of national prices, Ireland is losing its competitive edge relative to the European, British and US markets. Between 1999 and 2004, the average level of Irish prices increased by 24.6%. Over the same period, average prices in the Euro zone rose by 12.9% on a comparable basis. Thus, during the first five years of the NDP, the average level of prices in Ireland increased almost twice as fast as in the Euro Area. As a result, in terms of absolute prices, Ireland is the most expensive country in the Euro zone and the second most expensive in the European Union after Denmark.

For visitors from Britain and the United States, the effects of a relatively rapid rate of domestic inflation have been compounded by the strength of the euro against both sterling and the US dollar. Weakening exchange rates in customer countries make Ireland a more expensive place to visit. Between 2000 and 2005, the euro increased in value by 34.8% against the US dollar and by 11.5% against sterling. 

The combined effects of a high inflation rate and a strengthening exchange rate have led to increasing levels of dissatisfaction with the level of Irish prices amongst overseas visitors. A recent survey revealed that 17% of overseas visitors said that they did not receive “good all-round value for money” in Ireland. Dissatisfaction centred on the general level of retail prices rather than on tourism-specific prices such as visitor attractions, accommodation or car hire.

Unless reversed, further deterioration in Ireland’s price competitiveness will act as a brake on the speed of future growth in overseas tourism.

(iv) Productivity Growth

Faster productivity growth – more value added per unit of input – can act as an antidote to declining price competitiveness. While no productivity data specific to the tourism sector are available, Ireland’s performance in terms of the productivity of private sector services generally is poor. A 2003 survey of private sector services productivity ranked Ireland second-last of ten European countries surveyed. Given that the general level of prices is inflexible downwards, greater emphasis will have to be placed on productivity growth as a means of restoring price competitiveness and profitability in Irish services, including tourism. The principal routes to quicker productivity growth are improved management capability, enhanced staff skills, adoption of new technologies, particularly ICT, and capital deepening.

(v) Product Development

Product development can be assessed under three headings: the tourism accommodation stock; tourism activities; and visitor attractions. Significant new additions to the tourist accommodation stock, together with the refurbishment and modernisation of many existing properties have ensured that the availability of quality accommodation will not act as a barrier to tourism growth for the foreseeable future. In the sphere of tourism activities, the current national plan has coincided with a substantial decline in the annual numbers of overseas visitors participating in equestrian activities, golf, fishing and cycling. While there have been individual successes in the development of innovative new visitor attractions in the recent past – most notably the Guinness Storehouse – these have been relatively rare. However, the strong performance of art galleries and museums amongst non-fee paying visitor attractions indicates a strong potential demand for cultural and heritage attractions.

(vi) Human Resources Development

People are an integral part of the tourism product. Within the industry, service quality is a function of management competence and employee expertise. Both are shaped by skills development and training.

However, skills development in the sector is inhibited by a number of factors: -

· Most tourism-related businesses are small and medium-sized businesses. This makes it difficult both to provide the time and the funding for training;

· Labour turnover in the industry is high, at an estimated 25%. This weakens the incentive to invest in staff training, since the returns are uncertain;

· Exit rates from the industry are also high, with some 50% of those leaving a tourism-related job quitting the industry entirely. As a result, much training investment is lost not just to the individual business, but to the industry;

· Non-Irish nationals now comprise 21% of all those working in hotels and restaurants. These workers are highly mobile and hence the incentive to invest in upgrading their skills is weak.

These are formidable barriers to surmount. However, if they are not dismantled, the future service quality of Irish tourism-related products will be compromised.

(vii) Marketing Ireland Abroad

Marketing is an important driver of tourism growth, since it seeks to shift available international tourism demand towards Ireland. The overseas marketing effort for the island of Ireland is directed by Tourism Ireland and is comprised of four principal components: -

(i) Marketing the island of Ireland overseas as a tourism destination, principally through the use of branded advertising campaigns. In essence such campaigns focus on motivating potential overseas tourists to give active consideration to holidaying in Ireland;

(ii) Converting overseas interest into actual tourism sales by ensuring that Irish tourism products are readily accessible and available to potential consumers. This objective is pursued by building sales and distribution channels and by strengthening business-to-business links and partnerships between the home trade and the international trade;

(iii) Seeking to increase the number of international access points to Ireland by providing marketing and promotional support for new routes into Ireland;

(iv) Acting as an advocate for overseas visitors and the international trade in influencing the quality of the tourism experience delivered in Ireland. This is an important source of consumer feedback for tourism-related businesses in Ireland, aiding the raising product quality and standards.

The task of marketing Ireland abroad is becoming progressively more difficult due to the entry of many new destinations to the market; changes in consumer behaviour, notably, the trend towards late booking; the transformation in sales and distribution channels from fixed locations to the Internet; and the continuing need to counteract the characterisation of Ireland as an expensive holiday destination. 

Tourism is the leading sector of an all-Ireland economy and the industry is marketed internationally on an all-island basis.

5.1.4. Tourism’s Regional Performance 1999-2004

Tourism growth, both in terms of overseas visitor numbers and revenue, has been concentrated in Dublin in the years after 1999. Amongst the eight administrative (NUTS 3) regions, only Dublin managed to increase overseas visitor numbers between 1999 and 2004. Moreover, in Dublin, the growth in revenues earned from foreign tourists over these years was almost twice the national average.

As a result, Dublin raised its share of revenues from overseas visitors from 28.6% of the total in 1999 to 36.0% in 2004. During this period, only one other region – the South East – managed to increase its share of overseas visitor spending while the West held its market share. The remaining five regions suffered a loss in share.

These data support the contention that Ireland is now supporting two separate markets for overseas tourism, a short-break market centred on Dublin and longer, traditional holidays spread across the rest of the country.

Primarily because of the extent of Dublin’s growth, at NUTS 2 level, the Southern and Eastern (S&E) region increased its share of overseas spending by 1.8 percentage points between 1999 and 2005, with the Border Midland and Western (BMW) region experiencing a decline of a similar magnitude.

The growth in domestic tourism has been more evenly dispersed than overseas tourism across the country’s regions in the years since 2000. All eight regions of the country experienced a growth in both domestic visitor numbers and domestic tourism revenue between 2000 and 2004.

While the distribution of domestic tourism growth has ameliorated the pull of Dublin, it has not eliminated it. Taking overseas and domestic tourism revenue together, Dublin has increased its share of the total from 25.8% in 2000 to 30.6% in 2004, a gain of almost five percentage points.

In terms of total tourism revenue – foreign and domestic – the S&E region raised its share from 71.9% to 74.1% of the total between 2000 and 2004, while the BMW experienced a decline in share from 28.1% of the total in 2000 to 25.9% in 2004.

While recent regional tourism trends have been dominated by the growth of Dublin, tourism remains much more economically important to the less-developed regions than to the richer regions. In 2002, total tourism revenues stood equivalent to 4.3% of total Gross Value Added in the BMW region compared to 2.8% in the S&E region. In the West region, the ratio of tourism revenue to GVA was 6.8% in 2002 compared to just 2.5% in Dublin. 

Thus, despite the concentration of recent tourism growth in Dublin, the industry continues to exhibit a strong regional dimension. Many of Ireland’s most scenic locations and holiday destinations are not only located in poorer regions, but in rural areas. As an industry, tourism continues to possess the potential not only to contribute to greater regional balance but also to create new economic activity in rural areas.

5.2. Assessment of Tourism Performance 1999-2005

Irish tourism suffered a series of external shocks in 2001 which derailed industry performance from its long-run growth track. These shocks were industry-specific. They included the restrictions on travel introduced following the outbreak of Foot & Mouth Disease (FMD) in Britain during the spring; and the downturn in international travel, particularly from the USA, following the attack on the twin towers in New York in September. The numbers of overseas visitors fell in consequence and it was not until 2004 that the 2000 peak was surpassed. Tourism’s performance over these years was not helped by the international economic slowdown of 2001-2003 or by the continued economic weakness of the principal Euro Area economies.

Against this background, the increase of 13.9% in overseas visitor numbers and the rise of 48.8% in spending by overseas visitors between 1999 and 2005 represent a fair performance, though it does not come close to matching industry growth during the 1990s. The industry gains seen in 2004 and 2005 indicate that tourism retains a considerable capacity for further growth. Domestic tourism expanded at a much faster pace, with home tourism spending rising by 46.7% between 2000 and 2004.

Inbound tourism is an export industry, constituting the export of an international service. In economic terms, the spending of overseas visitors in the domestic economy has added an average of 5.7% to domestic consumer spending each year since 2000 and benefiting an array of Irish businesses in the process. Tourism-related businesses support the employment of one in eight of all those at work, with many employed in the less-developed regions. On a cumulative basis, the industry has generated a substantial balance of payments surplus in the five years to 2004, containing the scale of the national external payments deficit in the process. Since the cash spent by overseas visitors represents the injection of new money into the economy, it directly generates an additional flow of revenue for the Exchequer, estimated at more than EUR 1 billion a year. These economic benefits will be magnified in the years ahead if the industry can resume a path of sustained strong growth.

There are obstacles to expansion, however. Of the seven identified drivers of Irish tourism growth, two pose no problems in the medium-term. Conditions favourable to real income growth are projected in the major source markets for Irish tourism while real access fares are both low and declining. 

There are problems, however, with the remaining five forces on which tourism growth depends. 

Ireland has become an expensive country and the general level of retail prices is set to become a brake on tourism growth. Faster productivity growth could act to offset deteriorating price competitiveness, but there is little evidence to indicate that productivity in Irish private sector services generally even matches the EU average.

 Outside the accommodation sector, the innovation and development of compelling new tourism products and attractions has been weak. Human resources development, an integral component of tourism product and service quality, has been impeded by 

structural factors. Available marketing resources are making it difficult to ensure that Ireland’s voice is heard in an increasingly crowded international tourism marketplace. 

The issues of productivity, human resources development, product development and marketing can be addressed in the Exchequer-funded components of the National Development Plan 2007-2013.

The industry’s regional performance has been disappointing under the current national plan, with growth concentrated in Dublin and the BMW region losing share both of overseas visitor numbers and of overseas revenue. Nonetheless, tourism remains centrally important in economic terms to some, if not all, of the less developed regions. In a regional future where the exodus from farming is set to continue and where competitive pressures on traditional indigenous manufacturing enterprises are intensifying, tourism is likely to gain in relative economic importance. In these circumstances, the two regional operational programmes, financed under the ERDF, should recognise the potential of tourism growth to a greater extent than in the past.

5.3. Tourism Funding and the National Development Plan 2000-2006

The National Development Plan 2000-2006 envisaged planned investments of 

IR£40.588 billion at constant 1999 prices, equivalent to €51.5 billion, in public, EU and private funds at constant 1999 prices (14). 

Identifiable investment commitments to tourism in the text of the NDP 2000-2006 amounted to € 389 million (15). Thus, from the outset, explicit planned investments in tourism under the NDP amounted to just over 0.75% of total capital expenditure under the current national plan. 

It is accepted that extensive capital spending commitments to related areas – particularly the transport components of the economic infrastructure operational programme – conferred positive spillovers on tourism development. Nonetheless, the commitment of just 0.75% of total national planned investment to an industry estimated as responsible for 4.4% of GNP constituted insufficient recognition of the industry’s importance to the national economy (16).

(14) ‘Ireland National Development Plan 2000-2006’, Stationery Office, November 1999, page 7;

(15) Estimated from a detailed review of Chapters 4-8, NDP 2000-2006;

(16) ‘New Horizons for Irish Tourism – An Agenda for Action’, Report of the Tourism Policy Review Group, September 2003, page IX.

In the course of the NDP’s execution, ex ante investment plans and priorities have necessarily changed. It is now estimated that, allowing for compositional shifts, total tourism expenditure under the NDP is in the region of €410 million at current prices. Of this total, it is estimated that some €200 million has been allocated to marketing, €160 to training, education and human resources development and €50 to the regional Operational Programmes.

5.4. Tourism Development Targets 2002-2012

In its 2003 Report, the Tourism Policy Review Group set what it described as

“a challenging target to double overseas visitor spend from €3 billion to €6 billion over the 10 year period to 2012, with an associated increase in visitor numbers from just under 6 million to 10 million” (17).

Intermediate targets were also set for 2006. Performance to date against targets is shown in Table 5.1.

TABLE 5.1

OVERSEAS TOURISM PERFORMANCE AGAINST TARGETS 2002-2012

	

	Category

 2002
2005p
2006
 2012

	


Actual
Actual
Target
Target


	Overseas Visitors               5,919      6,772      7,000     10,000
(Millions)
Overseas Revenue

	(€ Million, 2002 Prices)
3,088
3,207
3,835
  6,000

	


Sources: Report of the Tourism Policy Review Group, September 2003, page XVI; Failte Ireland, preliminary results for 2005,

 February 2006; Consumer Price Index – January 2006, CSO, February 2006.
As shown in Table 5.1, during the first three years of the ten-year Tourism Development Plan, the growth in the number of overseas visitors is broadly on target. The number of overseas visitors has risen from 5.919 million in 2002 to an estimated 6.772 million in 2005, an increase of 14.4% over the three years. On the basis of performance to date, the interim target of 7 million overseas visitors set for 2006 should be attained.
However, real revenue growth has not lived up to initial expectations. When adjusted for inflation, real spending by overseas tourists increased by just 3.9% between 2002 and 2005. Attaining the Review Group’s interim revenue target of €3.8 billion in 2006 would require an exceptional performance by the industry this year. Moreover, the lagging performance of real revenue to date requires an even faster rate of revenue growth in the years to 2012 if the Review Group’s 2012 targets are to be met. This is shown in Table 5.2.
(17) ‘New Horizons for Irish Tourism – An Agenda for Action’, Report of the Tourism Policy Review Group, September 2003, pages xv-xvi.





TABLE 5.2
REQUIRED GROWTH OF TOURISM TO 2012

	Category

Annual Growth
     Annual Growth

	

                  2002-2012
        2005-2012

	

	Overseas Visitor

	Numbers
                 + 5.4%                           + 5.8%

	

	Overseas Revenue at

	Constant 2002 Prices            + 6.9%                           +9.2%
           
     
        



Sources: As Table 5.1.

As illustrated in Table 5.2, the annual growth required in overseas visitor numbers over the period 2005-2012 if foreign visitors are to reach the 10 million target by 2012 is 5.8%. The required growth rate does not deviate significantly from the Review Group’s projection in 2003.
However, the relatively weak growth in real overseas visitor revenue between 2002 and 2005 necessitates an upward revision in the annual growth in overseas visitor revenue – adjusted for inflation – to 9.2% each year for the period 2005 through 2012 if the € 6 billion earnings target is to be attained in the latter year. 
Given that real overseas tourism revenue advanced at a rate of only 1.2% annually between 2002 and 2005, the required acceleration of this growth rate to 9.2% annually in the remaining seven years of the 10 year development programme cannot be anticipated without a step change in tourism performance.
5.5. Tourism and the National Development Plan 2007-2013
5.5.1. International Tourism is a Global Growth Industry
Over the fifty years 1950-2000, the number of international trips increased by 7% a year while real revenues from international tourism increased by 11% annually. The total number of international trips reached 715 million in 2002. The World Tourism Organisation (WTO) has forecast that the number of international passenger arrivals will double over the next twenty years to reach almost 1.6 billion. International tourism has exhibited a sustained capacity to grow very rapidly in the past and it is forecast to continue expanding swiftly for the foreseeable future (18).
Tourism demand is both income and price elastic. Over the period 1975 to 2000, international tourism arrivals increased 1.3 times faster than the growth in real global GDP. The extent of the responsiveness of tourism demand to reduced access fares can be seen from the performance of Irish tourism during the 1990s.
(18) This section draws heavily on ‘Tourism Worldwide – An Overview’, Chapter One in ‘New Horizons for Irish Tourism’, op. cit., September 2003.

International tourism is centred on Europe. Most international travellers are Europeans. In 2001, Europeans accounted for 58% of all international passenger 

arrivals. Moreover, most Europeans travel within Europe. Intra-regional travel within Europe accounted for 87% of all European passenger arrivals in 2001.
More than four out of every five overseas visitors to Ireland are European. In 2005, some 5.554 million or 82.0% of the 6.772 million overseas visitors arriving in Ireland were European. 
The forecast pick up in economic growth in the Euro Area in the near term (see Table 3.1) together with the revival in British growth projected for 2006 and 2007 should stimulate an expansion of tourism demand within Europe. Continuing competition on access routes to Ireland will contain the growth in real access fares.
The available evidence points to continued robust growth in the global tourism industry over the period of the next national plan. Moreover, short-term forecasts point to a revival in demand conditions in the major European economies from which most overseas visitors to Ireland are drawn. Ireland has already developed and sustained a position in this global market, accounting for some 1.5% of total international arrivals in Europe. On the basis of the industry outlook, this is a market in which Ireland should be seeking to reinforce and strengthen its position.
5.5.2. The Benefits to Ireland of Strengthening Tourism Development
The economic rationale for seeking to quicken the pace of tourism growth is grounded on the nature of the sector:-
(i) Tourism is an indigenous industry with low import content and low associated outflows of factor income. As a result, the domestic value added generated by the sector is high and it is largely retained within Ireland. In other words, tourism generates high levels of domestic expenditure and income within Ireland;
(ii) Overseas tourism is an export industry and it generates substantial foreign exchange earnings. As shown earlier (Table 2.6), the tourism industry generated a cumulative balance of payments surplus amounting to €1,375 million in the first five years of the current national plan. Over the same period, the economy as a whole recorded a current payments deficit of €3,441 million;
(iii) Tourism is a labour-intensive industry and its workforce spans the skills spectrum. Tourism-related and hospitality businesses employ almost one in eight of those working in Ireland. Employment in hotels and restaurants increased by 8.7% between 1999 and 2005. Over the same period, employment in Agriculture declined by 17.0% while employment in Productive Industries – manufacturing and utilities – fell by 6.0%.
(iv) Tourism is an industry populated principally by small and medium-sized businesses. Entry barriers are relatively low in most segments of the industry, thus allowing a high rate of new business start-ups. The industry thus serves as a catalyst for the development of entrepreneurship.
(v) Capital investment in Irish tourism, by the private and public sectors, has been extensive during the life of the current national plan. In the five years to 2004, capital investment from all sources amounted to €2,546 million of which €2,161 million or 85% was accommodation-related (at constant 2004 prices). The commercial justification of these investments, where the Exchequer has provided over €1 billion or 40% of the total, requires sustained tourism growth into the future (19).
(vi) While the distribution of overseas tourism growth since 1999 has been disappointing from a regional perspective, tourism remains a highly important source of economic activity and income in many of the country’s less developed regions. Moreover, with increasing commercial and competitive pressures bearing down on farming and traditional indigenous industries, tourism is likely to assume greater economic importance in these regions in the years ahead.
5.5.3. Tourism Funding and the National Development Plan 2007-2013
On the basis that: -
(i) Tourism as an industry possesses strong prospects for sustained global growth over the period of the National Development Plan 2007-2013;
(ii) Ireland has already demonstrated the ability to develop and sustain an appreciable market share in this growing international business;
(iii) The industry possesses the capacity and the capital stock to achieve further growth in the future at a time when many indigenous sectors – particularly farming and traditional manufacturing – face major constraints on future expansion;
(iv) The business of tourism generates spending, jobs and incomes across the regions of Ireland which are largely retained within Ireland
It is proposed that an allocation of €1 billion at constant prices be made to tourism investment in the national development plan 2007-2013. This would stand equivalent to an average annual investment allocation of €143 million for each of the seven years of the plan’s life.
(19) ‘Capital Investment in Irish Tourism 2004’, Fitzpatrick Associates for Failte Ireland, Draft, August 2005, Tables 3.3 and 3.4.
In the absence of additional investment allocations on this scale, particularly in the spheres of ‘flagship’ product developments and international marketing, it is highly unlikely that the planned doubling of real overseas tourism revenue to €6 billion could be attained by the target date of 2012 (see table 5.2 above). 
It is further proposed that an Investment Programme for Tourism be reinstated as a separate programme within the plan, as was the case with the Community Support Frameworks 1989-1994 and 1994-1999. The reintroduction of a separate programme for tourism would both confirm the government’s commitment to the sector and would allow tourism performance to be tracked against additional investment inputs.
An indicative allocation of the proposed €1 billion Exchequer-funded investment programme for tourism, at constant 2007 prices, is shown in Table 5.3.
TABLE 5.3
PROPOSED INVESTMENT PROGRAMME FOR TOURISM 2007-2013


Exchequer Funding in € Million at constant 2007 prices
	 Category
              2007
2008
2009
2010
2011
2012
2013
2007-13

	

	International Marketing       40
  45
  45
  45
  50
  50
  50
    325

	Product Development
  10
  20
  20
  40
  40
  40
  40            210
                              

	Human Resource 

	Development                       25
  25
  25
  25
  25
  25
  25
    175

	National Conference             0
    0
  40
  40
  40
  40
  40
    200

	Centre


	Regional Conference            0
    0
    0
   0
  30
  30
  30
      90

	Centre

   

	


The allocation to international marketing represents the proposed commitment by the domestic authorities to funding their share of the Tourism Ireland marketing budget. The increased allocation for 2008 through 2010 is proposed to upgrade e-marketing capability, both for Irish destination marketing and, particularly, for business-to-business marketing. Increasingly, holiday selection, booking and purchases are made on the Internet and unless capability is upgraded, both at national and individual enterprise levels, potential business will be lost in the future. The further indicative increase allocated from 2011 onwards is to finance a supplementary campaign specifically targeted on long-haul markets. As shown earlier, more than 80% of Ireland’s overseas visitors at present originate in Europe.
Despite a forecast upturn in the performance of the British and Euro Area economies, Europe is expected to exhibit a slower long-run growth in international travel than the anticipated growth in global travel. Targeted campaigns in a select group of rapidly-growing long-haul markets – the Middle East, India, China – would act to raise tourism yields as well as increasing passenger numbers.
In the sphere of Product Development, the recently published final report of the Tourism Action Plan Implementation Group noted: -
“There is evidence to indicate that, in many ways, Ireland’s tourism product has become tired and lacking in verve or ‘bounce’ for many tourists” (20).
In order to refresh and expand the product portfolio, two initiatives are proposed.
The first, targeted for development in 2008 and 2009, centres on physically completing the development and integration of existing tourism-related activities and attractions as a precursor to their repackaging as well-defined marketable holiday products. The essence of this proposal is to transform existing stand-alone activities and individual visitor attractions into high value-added integrated holiday products that are saleable on international markets. This requires (i) the ‘wrapping’ of existing diffuse activities into a small number of well-defined products; (ii) the inclusion of service and facilitating activities into the product, for example, walking holidays integrated with food and accommodation services; (iii) the vigorous marketing of a group of such products on the internet. Illustrative examples include: -
· Fourteen looped walking holidays in Ireland (in preparation by Failte Ireland);
· Walking Ireland’s Waterways;
· Touring Ireland’s Great Gardens;
· Exploring Ireland’s pre-Christian Heritage.
The successful introduction of the second initiative would require extensive negotiation and consultation with the Office of Public Works (OPW). The OPW has within its portfolio an array of sites of considerable scale and of great historical importance. Ireland’s singularity as a heritage destination lies in its long and well-recorded history. On the demand side, it has been shown earlier that Culture and Sightseeing top the list of overseas visitor needs. There must be a more concerted effort to marry the supply of historical sites with the revealed demand of overseas visitors, subject to the proviso that the national heritage is properly conserved. The development of Charles Fort outside Kinsale as a major historical and tourist attraction fully encapsulates what is envisaged in this proposal.
Continued high levels of expenditure on human resource development are required over the period of the forthcoming plan, given an estimated annual required inflow of 5,700 new entrants to employment in the industry over the years 2001-2010 together with the need to raise service quality in tourism (21).
(20) Tourism Action Plan Implementation Group, Final Report, March 2006, page v;
(21) ‘Competing through People’, Failte Ireland, 2005, page 36. Estimated inflows include both ‘expansion’ demand and ‘replacement’ demand.
Enhanced management training and development efforts within the industry are of particular importance, given that the industry is populated primarily by small and medium-sized businesses. In this regard, it may be necessary to introduce management training grants to induce small business managers in tourism-related businesses to participate in management development and knowledge acquisition programmes. It is taken that whatever recommendations are made in this sphere by the Small Business Forum will be applicable to the tourism sector.
Assuming a successful outcome to the Public Private Partnership process underpinning the National Conference Centre in Dublin, it is taken that public funding for the NCC will commence in 2009 and will continue for the remainder of the life of the NDP 2007-2013.
Finally, it is proposed that the development of a major Regional Conference Centre at Shannon/Limerick, with a minimum conference capacity of 2,000, be explored. Locating a conference centre in the Shannon/Limerick area would both underpin the future of the airport and would provide a major hub for the economic development of a region which has experienced difficult conditions in tourism markets since 1999. More specifically, detailed consideration for developing a major Regional Conference Centre at Shannon/Limerick is justified by: -
· The strong international demand for sizeable conference facilities, as can be seen from the commissioning of a second conference centre in Barcelona and the establishment of a 12,000 capacity conference centre at Dubai;
· The success of regional conference centres in the United Kingdom, most notably at Birmingham and Edinburgh;
· The proximity of the proposed Regional Conference Centre to a well-developed international airport at Shannon;
· The identification of potential available sites through Shannon Development;
· The extensive tourism accommodation stock already available in Shannon, Limerick and Clare;
· Easy access to Killarney and other developed tourism destinations in the South West, West and Mid-West for pre- and post-conference short-break holidays;
· Extensive retail and shopping opportunities in Limerick;
· Most important of all, the development of a Regional Conference Centre in the Shannon/Limerick area would have a major impact on rebalancing regional growth, not only in tourism terms, but in terms of overall economic activity. As shown in Tables 4.1 to 4.4 above, the Mid-West has experienced difficult conditions, both in terms of tourism activity and the generation of GVA per person in the course of the last decade.
The development of a Regional Conference Centre at Shannon/Limerick would constitute a decisive effort to rebalance real economic activity in Ireland. Following an examination of the proposal, should it be decided to proceed, it is not envisaged that any public funding of the project would commence before 2011.
While this is a regional project, it is assumed that it would require partial funding from the Exchequer on a Public Private Partnership basis. 
It is further assumed that funding for regional tourism initiatives under the Regional Operational Programmes will continue to be available from the European Regional Development Fund (ERDF) through the period 2007-2013.
5.5.4. Tourism and Economic Infrastructure
It has already been noted that many investments undertaken under the Economic and Social Infrastructure Operational Programme during the course of the current plan, most notably in national roads and public transport development, have generated positive spillovers for tourism development. The Government has already indicated its intentions on future transport infrastructure development in Transport 21. It is taken that this will form the basis for developing economic infrastructure in the forthcoming national plan. From a tourism perspective, it is imperative that announced transport initiatives are implemented on schedule. These include: -
· The introduction of new pier facilities for aircraft at Dublin Airport by 2007 and the opening of an additional terminal at the airport by 2009;
· The implementation of a four-year road signposting programme from 2006;
· The completion of the inter-urban road network by 2010;
· The designation of a timetable that would ensure the early completion of the Limerick/Galway section of the Atlantic Corridor, announced in Transport 21.
· The publication of a timetable for the phased development of the proposed Western Rail Corridor;
· The development of a Transitional Package to support Shannon following the advent of open skies.
Finally, to underpin the development potential of marine-based tourism, it is essential that the ‘necklace’ of marinas around the coastline of the North and West of Ireland be completed.  Marine coastal and inland waterways resources form a major component of the overall tourism experience for holidaymakers in Ireland.  Water based tourism can become a key factor in tourism growth to the regions.
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