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Contribution of Tourism to the Irish Economy

1.
Summary

For many years now, tourism has been recognised as one of Ireland’s largest service sectors. Furthermore, it is an indigenous sector, with the vast majority of tourism operators and providers being Irish-owned.

In 2007, the industry generated over 8.3 mn out-of-state visitors (including visitors from Northern Ireland) and another 8.0 mn domestic trips by Irish residents. 

In revenue terms, however, it is also a €6.5 bn industry, generating almost €5.0 bn in foreign exchange earnings and over €1.5 bn in revenue from domestic trips in the same year.

Despite facing a challenging external environment in recent years, the Irish tourism industry continued to make a very strong contribution to the Irish economy. This includes:

· contributing more than 7% to services exports each year as well as accounting for €1 in every €20 spent on goods and services in Ireland;

· contributing nearly €3.0 bn per annum in tax revenues to the Exchequer through expenditure on tourism-related goods and services, income tax earned from tourism-related jobs etc;

· supporting 250,000 full-time, part-time and seasonal jobs across a range of sub-sectors, and being a major source of jobs in a number of key regions;

· providing a more balanced spread of economic activity across regions, including in areas where there are few alternative economic and employment opportunities.

Government support has been a key contributor to the success of Irish tourism in the past 20 years, and it has been instrumental in making the sector a substantial component of the Irish economy. Government support will continue to be crucial, however, if Irish tourism is to prosper in the present  more difficult economic climate. ITIC therefore calls on the Government to maintain its strong commitments to investment in destination marketing, infrastructure, product development and innovation, and training and human resources for tourism.

2.
Review of Recent Trends

The Irish tourism industry has faced a very challenging external environment in recent years. On the positive side, out-of-state visitor numbers have grown by 29% since 2002, from 6.5 mn to 8.3 mn, while domestic trips have grown by nearly 25%, from 6.5 mn to 8.0 mn. Foreign exchange earnings (including fares earned by Irish access carriers) have grown by 23%, from €4.0 bn to €4.9 bn, while domestic revenues in current prices have grown by over 90%, from €850 mn to over €1.6 bn.

In constant prices, however, revenue growth for out-of-state tourism has been more sluggish, while the performance in the domestic market remains impressive.

	TABLE 1: OUTLINE OF TOURISM PERFORMANCE IN IRELAND 2002-07

	
	2002


	2007


	Growth

2002-07

(%)
	CAGR

2002-07

(%)

	
	
	
	
	

	Out-of-State Visitors (000s)
	6,476
	8,332
	28.7
	5.2

	Foreign Exchange Earnings – Current Prices (€mn)
	3,989
	4,902
	22.9
	4.2

	Foreign Exchange Earnings – 2002 Prices (€mn)
	3,989
	4,150
	4.0
	0.8

	
	
	
	
	

	Domestic Trips (000s)
	6,452
	8,000
	24.0
	4.4

	Revenue from Domestic Holidays – Current Prices (€mn)
	849.4
	1,630.0
	91.9
	13.9

	Revenue from Domestic Holidays – 2002 Prices (€mn)
	849.4
	1,380.1
	62.5
	10.2

	
	
	
	
	

	Note: CAGR = Compound Annual Growth Rate. Foreign exchange earnings include Irish carrier receipts.

	SOURCE: CENTRAL STATISTICS OFFICE/FÁILTE IRELAND


Trends in the out-of-state market have been affected by a number of factors which place a downward pressure on revenue growth, and several of these factors are outside the industry’s control. These include:

· the need to recover lost ground arising from the impact of the terrorist attacks against the US on 11 September 2001 (“9/11”), which placed a protracted downward pressure on international travel in many key markets;

· the global trend towards short breaks, fuelled by increases in low cost access. The growing pre-eminence of short breaks as a holiday choice is also driving a global trend towards shorter lengths of stay, which has a negative impact on total yield per visitor;

· a common trend towards increases in travel by visiting friends and relatives (VFRs). As VFRs tend to spend less than holidaymakers or other promotable visitors, this trend adds a further negative impact on yield per visitor;

· inflation in Ireland, which has exceeded inflation in most of our key source markets and therefore made Ireland a more expensive destination to visit;

· currency disadvantages arising from the recent strength of the euro, especially against the UK pound and the US dollar, which have made Ireland particularly expensive as a destination for visitors from these key markets.

· a general decline in the market share of established and traditional European visitor destinations, and the emergence of destinations in Eastern Europe and the Asia-Pacific region;

· slower than anticipated progress in delivering on some of the key drivers of future success outlined in “New Horizons for Irish Tourism”, the report of the Tourism Policy Review Group, such as access transport improvements or product development and innovation.

3.
A Resilient Sector

Despite the many factors which have presented numerous challenges for Irish tourism in recent years, the industry has nonetheless shown itself to be very resilient in maintaining its share of the international travel and tourism market. In particular:

· Ireland has managed to maintain its share of all visitor arrivals and receipts, increase its share of visitor arrivals and receipts in Europe, and out-perform its key competitors
;

· Ireland’s share of outbound travel from its key source markets has also held up well, even in its lesser performing markets (e.g. Britain).

Post 9/11, the level of recovery in Ireland’s tourism industry has also exceeded many of its key competitors. Data from the US Department of Commerce, for example, shows that Ireland is one of only three European destinations that has now regained and surpassed its 2000 level of  visitors from the US. Between 2000 and 2007, the data shows that US visitors to Ireland grew by just over 3%, which was surpassed only by Greece (23%) and Italy (11%). In contrast to this, US visitors to the UK declined by 25% in the same period, visitors to France declined by 24%, visitors to Germany declined by 16%, while visitors to Western Europe generally fell by 11%.

Continued  support from Government, including continued strong commitment to maintaining Ireland’s destination marketing spend and  support for product development and innovation, has been regarded as a crucial ingredient in establishing Ireland’s resilience against adverse international trends and in delivering  recovery in the US market.

4.
Contribution to Exports

Spending by out-of-state visitors represents an injection of additional demand into the Irish economy. In a very real sense, it therefore 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 an export of an international service, despite the fact that consumption takes place in Ireland.

Table 2 shows tourism’s contribution to total services exports (in constant prices) in 2007. It shows that tourism still accounts for more than 7% of Ireland’s total exports, despite the recent difficulties it has experienced in the international tourism market. Added to this is the fact that inputs into tourism goods have a low import content in comparison to most other exports.

	TABLE 2: TOURISM’S CONTRIBUTION TO SERVICES EXPORTS IN IRELAND 2007 (€mn)

	
	
	
	Total Exports
	Services Exports
	
	

	
	
	
	
	
	
	

	Exports – 2006 Prices
	
	
	151,273
	64,988
	
	

	Tourism Earnings – 2006 Prices
	
	
	4,676
	4,676
	
	

	
	
	
	
	
	
	

	Tourism % of Exports
	
	
	3.1
	7.2
	
	

	
	
	
	
	
	
	

	Note: Foreign earnings from tourism include spending on overnight visits, spending on same day visits and access carrier receipts received by Irish carriers.

	SOURCE: CENTRAL STATISTICS OFFICE/FÁILTE IRELAND


As with other types of exports, this 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 be attained. Tourism “exports” are therefore crucial to the Irish economy, and are a key contributor to Irish services exports generally.

Furthermore, purchases by out-of-state visitors are also an important component of total domestic retail spending, which in turn is an important driver of economic growth. Central Statistics Office (CSO) data for 2006 shows that expenditure by non-residents in real terms accounted for €4.1 bn out of a total personal consumption of goods and services of €84.9 bn in that year
. Therefore, expenditure by non-residents accounted for €1 in every €20 spent on goods and services in 2006.

Finally, unlike out-of-state tourism, domestic tourism does not produce an injection of new money into the Irish economy. Rather, additional spending on domestic tourism is financed by less spending on other goods and services, all other things being equal. However, growth in domestic tourism activity can also make a positive contribution in cases where it substitutes for visits abroad, which reduces leakage of personal expenditure out of Ireland.

5.
Contribution to the Exchequer

The tourism industry in Ireland acts as a substantial tax gatherer for the Exchequer because tourists spend their money on many goods and services that are taxed by the Exchequer. These include accommodation, car hire, petrol or food and drink, for example. 

Since the spending of out-of-state tourists injects new cash into the economy, the taxes collected from the purchases of out-of-state tourists constitute additional, incremental revenue for the Exchequer. In 2006, for example, Fáilte Ireland estimated that the Government earned revenues of nearly €2.8 bn from the taxation of tourism expenditure, including nearly €2.3 bn from the taxation of out-of-state tourism
.

On this basis, and extrapolating this tax contribution for 2007 earnings, the tourism industry has therefore contributed nearly €3.0 bn to the Exchequer in 2007. The tax contribution of tourism to the Exchequer in any one year is therefore nearly four times the Government’s planned level of investment in tourism destination marketing, product development and innovation, and training and human resources under the National Development Plan (NDP) 2007-13.

	TABLE 3: CONTRIBUTION OF TOURISM TO THE EXCHEQUER 2006-07

	
	2006


	2007

(Extrapolated)

	
	
	

	Foreign Exchange Earnings – Current Prices (€mn)
	4,693.0
	4,902.0

	Contribution to the Exchequer (€mn)
	2,270.0
	2,371.1

	
	
	

	Domestic Tourism Earnings – Current Prices (€mn)
	1,398.3
	1,551.0

	Contribution to the Exchequer (€mn)
	500.0
	554.6

	
	
	

	Total Tourism Earnings – Current Prices (€mn)
	6,091.3
	6,453.0

	Contribution to the Exchequer (€mn)
	2,770.0
	2,925.7

	
	
	

	SOURCE: DERIVED FROM FÁILTE IRELAND


6.
Contribution to Jobs

Tourism is an important provider of jobs in the Irish economy. In 2006, Fáilte Ireland’s “Tourism Business and Employment Survey” found that tourism and catering related industries provided over 249,000 full-time, part-time or seasonal jobs
. Between 2003 and 2006, the number of jobs in the industry also increased by 8%, from 232,000 to 249,000.

	TABLE 4: EMPLOYMENT IN THE TOURISM SECTOR IN IRELAND 2003-06

	
	2003
	2004
	2005
	2006

	
	
	
	
	

	Tourism Jobs
	231,716
	244,089
	245,959
	249,338

	
	
	
	
	

	SOURCE: FÁILTE IRELAND


Employment growth in the tourism industry has admittedly been below the national average in recent years, and results from the CSO’s “Quarterly National Household Survey” (QNHS) show that employment across all sectors grew by an average of 13% between 2002 and 2006. However, the growth in tourism employment should also be seen in the context of a decline in employment in agriculture and production industries generally, especially in the regions. QNHS results, for example, show that employment in agriculture, forestry and fishing has declined by 3% between 2003 and 2007, while employment in production industries has declined by 4% in the same period.

The broad regional profile of tourism activity means that employment growth in tourism has also been particularly important in some regions. For example, QNHS results show that employment growth in hotels and restaurants exceeded overall regional growth in the Border, Midland and South-West regions. Also, in 2006, employment in hotels and restaurants was higher than average in the Border, West, South-East and South-West regions.

7.
Contribution to the Regions

The regional distribution of tourism further adds to its overall economic importance. This is because tourism activity is relatively widely spread by comparison to many other sectors of the economy, and it therefore provides economic and employment opportunities in many areas where alternative opportunities are fairly limited.

In particular, tourism demand has a better regional spread of activity than services generally. Figures for 2005, for example, provide the most up-to-date information on the regional spread of economic activity
. In that year, CSO data shows that:

· nearly 50% of services output was attributable to the Dublin Region, while only 37% of out-of-state tourism revenue was generated in the Dublin Region;

· only 18% of all services output in the same year was attributable to the Border, Midland and Western (BMW) Region, whereas 22% of out-of-state tourism revenue was generated there;

· share of tourism revenue also out-stripped share of services output in the South-West Region and the Mid-West Region.

As mentioned earlier, 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 geographical distribution of domestic tourism expenditure still plays an important role in spreading economic activity across the country.

Figures available from Fáilte Ireland for 2007, for example, show that less than 13% of domestic tourism spend was attributable to Dublin, which is considerably below its overseas share of 37%
. Another 60% of domestic tourism spend was shared between the South-West, West and South-East regions, with the remaining 27% spread across the Mid-East, Mid-West, Border and Midland regions.

8.
Conclusion

This paper has highlighted some of the crucial ways in which the Irish tourism industry makes a key contribution to the Irish economy. Furthermore, it shows that the industry continues to be an important net contributor to the economy despite being faced with a very challenging external environment. Government support has been instrumental in facilitating the success and growth of the industry, while the tourism industry has provided significant value for money in return.

It is therefore essential that the Government continues to support the broad thrust of the strategy outlined in “New Horizons in Irish Tourism”
 and provide the resources where needed to achieve its goals and objectives. This includes continued strong support for:

· the international marketing programme for Ireland, which has been allocated €335 mn in funding under the NDP 2007-13;

· product development and innovation, including funding of €317 mn allocated under the NDP 2007-13;

· investment in training and human resources, which has been allocated €149 mn in funding under the NDP 2007-13.

· key tourism infrastructure projects, such as the National Conference Centre and the new terminal at Dublin Airport;

· other key infrastructural programmes, such as investment under the national roads programme and other public transport investment under Transport 21;
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� Based on data available from the World Tourism Organisation. Ireland’s “basket” of competitor destinations includes Belgium, Denmark, Finland, France, Germany, Iceland, Italy, the Netherlands, Norway, Sweden, Switzerland and the UK.


� “National Income and Expenditure 2006”, Central Statistics Office, August 2007.


� “Tourism Facts 2006”, Fáilte Ireland, May 2007.


� This included 117,000 full-time jobs, 86,000 part-time jobs and 47,000 seasonal jobs.


� “County Incomes and Regional GDP 2005”, Central Statistics Office, 28 February 2008.


� “Draft Tourism Facts 2007”, Fáilte Ireland, June 2008.


� Subject to the findings of its upcoming Mid-term Review.
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