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2.

VisitBritain – ‘The economic contribution of the Visitor Economy – UK and the nations

1. Executive summary

VisitBritain (“VB”) commissioned Deloitte, with Oxford Economics, in September 2009 to
update and extend the previous report for ‘The Economic Case for the Visitor Economy’ in
Britain. The objective of this study is to provide an in-depth quantitative and qualitative
analysis of the annual contribution of the Visitor Economy to the UK and its nations.
This report quantifies the economic contribution of the Visitor Economy in terms of both
direct impacts (from sectors directly related to tourism) and indirect impacts (from other
sectors that rely on tourism through the supply chain) using a bespoke model developed for
this study. It also highlights the offer of the Visitor Economy in each of the nations –
assessing how it compares and contrasts in terms of employment, businesses and visitor
trends.
This report highlights future challenges facing each of the UK nations’ Visitor Economies. It
identifies key opportunities and challenges and the potential actions that might be taken to
enhance the economic contribution of the sector further.
CURRENT ECONOMIC CONTRIBUTION
£52bn in ‘direct’ contribution (businesses providing tourism related goods and
services)
The Visitor Economy delivers a significant ‘direct’ contribution to the economy – in 2009 it
contributed £52 billion in economic terms or 4.0 per cent of GDP.1 This takes into account
value added2 generated by the provision of tourism related goods and services. Moreover,
the Visitor Economy directly supported over 1.36 million jobs in 2009. Of this, England
accounts for 82 per cent with a larger number of employees in the Visitor Economy.
Scotland and Wales, however, have a smaller number of employees in their respective
Visitor Economies but the proportion of employment in the Visitor Economy is much higher.
Total spending in the Visitor Economy has risen in nominal terms from 2007’s revised figure
of £87 billion to £90 billion in 2009. In real terms (adjusting for price rises) this represents a 3
per cent fall as the inflation rate exceeds the nominal growth over the period.
£63bn ‘indirect’ contribution, leading to £115bn total economic impact (supporting
businesses in the supply chain)
There are significant indirect impacts of the Visitor Economy through its interaction with
other businesses in the supply chain. The total (direct and indirect) impact of the Visitor
Economy was 8.9 per cent of national GDP in 2009 – equivalent to around £115 billion. This
consists of £52bn in direct contribution terms and £63bn in the form of indirect impacts.
Additional indirect impacts arise because activity and output in the Visitor Economy creates
and supports jobs and growth in the wider economy as sectors sell to or purchase from the
Visitor Economy. There are also further impacts through interactions with suppliers of

1

Estimates presented make use of the latest available data to 2008 and 2009 and are based on the definition used in the
previous study which is an extension of the methodology used under the TSA definition. This definition includes government
spending related to tourism. See Annexes for full details.
2

The value added of a sector is the difference between output and intermediate consumption in the sector. This is the
difference between the value of goods and services produced and the cost of inputs which are used in production.
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investment goods to the Visitor Economy. Consequently, all other sectors – to some extent –
benefit from or participate in the Visitor Economy.
Wider impacts
The previous study3 identified wider impacts and close linkages that exist between the
Visitor Economy and other areas of the economy. These create spillover benefits for a
number of diverse sectors. It highlighted how the Visitor Economy also contributes to the
wider policy agenda including economic and social inclusion, enterprise / business
formation, sustainable development impacts and regeneration.
This study has revisited some of these links to consider the impact on the Visitor Economy in
each of the UK nations. Key points include:


Importance of the sector in rural areas – Although high levels of employment in
the Visitor Economy can be found in cities, rural areas are more dependent on the
sector as it plays a larger role in the local economies and indeed communities. This
affects all of the nations but is perhaps more important to Wales and Scotland where
the rural economy has a particularly strong link with the Visitor Economy.



Opportunities for those traditionally less likely to engage with the labour
market in a full-time role – In all four nations, more than one-in-three employees in
the Visitor Economy are part-time female workers – higher than the national level
across the entire economy.



Encourages entrepreneurship – The Visitor Economy has a significant number of
small and medium sized enterprises (SMEs) due to the relative ease of entry into the
industry. This finding also highlights how SMEs will continue to play a significant role
in the sector.



Accommodation usage reflects the offer and trips taken – The distribution of trip
type in each of the nations is, in part, reflected by the accommodation usage
although the most popular types across all nations are hotels/guest houses and
those staying with relatives or friends. Furthermore, as identified by VisitBritain’s
Foresight work, holiday visitors tend to take part in more activities than visitors
visiting friend and relatives (VFR) – although the latter do participate in activities
which are easily accessible activities such as going to the pub, shopping, and
‘socialising with the locals’.

THE FUTURE
Forecast Growth
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Short term – Short term forecasts from the model developed for this study show that
domestic GDP generated by the Visitor Economy in 2010 could increase slightly to
£53 billion, as the economy continues to recover. This would account for 4.0 per cent
of GDP in 2010 and would support 1.36 million jobs.



Long term – In the longer term, the model forecasts that the UK Visitor Economy will
directly contribute 4.1 per cent of UK GDP in 2020 (£87 billion), generating 1.5 million
jobs (4.6 per cent of total employment). Over the next decade, the UK’s Visitor
Economy is forecast to be one of the best performing sectors, with above average
growth at 3.5 per cent in GVA terms – with growth in all nation’s Visitor Economies
expected to outperform key sectors such as manufacturing.

‘The Economic Case for the Visitor Economy’
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Scenario analysis
A scenario analysis was undertaken to assess the scale of the overall economic impacts
associated with different visitor numbers and provide context for the policy and delivery
debate.


Exchange rate changes – a 10 per cent depreciation in the pound relative to other
major international currencies could have a significant impact on the UK Visitor
Economy. Significant changes in exchange rates are not uncommon – between the
end of 2007 and the end of 2009 Sterling depreciated by 25 per cent against the US
Dollar – and therefore represents a feasible scenario for the Visitor Economies of the
UK and its four nations. In such a scenario, where there is under a 10 per cent
depreciation the UK model projects that the number of international visitors to the UK
will increase by over 1 million per year in 2011 and 2012. This is equivalent to a 3 per
cent increase from the baseline. Attracted by visits to the UK becoming relatively
cheaper, spending by international visitors is projected to increase by £300 million in
both years (an approximate increase of 1.6 per cent). The impact is expected to be
greatest in Scotland and Northern Ireland under this scenario. It should be noted that
the influence of exchange rates is a complex system and, while the relationship with
inbound/outbound travel and exchange rate fluctuations is to a certain extent known,
exchange rates react for a number of reasons.



Consumer spending change – the impact of a reduction in the growth of consumer
spending in the UK, could potentially be the result of increased taxation levels or
inflation. Specifically, over the period 2010-2012, consumer spending is modelled to
experience zero real growth. This would reduce tourism spending by UK residents.
Spending by UK residents abroad would see large falls, of £0.3 billion in 2010 and
£2.7 billion by 2012 (or a fall of 6.1 per cent from the baseline). Domestic spending
would also experience significant falls, amounting to a £0.6 billion in the first year,
rising to £4.3 billion in 2012 – driven by large reductions in spending on daytrips.

Policy Considerations
Based on the potential challenges identified through the modelling exercise and off-model
analysis (including data analysis and qualitative research), the key policy areas identified as
areas for further consideration are shown in Figure 1.1.a.
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Figure 1.1.a: Summary of key issues facing the UK Visitor Economy

Source: Deloitte analysis.

The consequent policy considerations to tackle the issues identified in Figure 1.1.a for each
nation overlap in many ways. This research has culminated in the following overarching
areas for focus:
1. Identify the focus areas/priority markets and reflect this offer in support
services.
o

Each nation should consider its offer, determine the appropriate balance of
investment between international and domestic target markets, and
develop the relevant facilities to cater for this. For example, rural areas have
traditionally seen fewer large hotels and, although facilities should modernise
to keep up to date with consumer expectations, it is important to retain their
original appeal/authenticity. Areas which cater primarily for the international
market could leverage events and/or carnivals to help increase awareness of
the offer. There is a major opportunity for all nations to exploit the Olympic
Games.

o

The type of visitor targeted is also dependent on the maturity of the nation’s
Visitor Economy and thus its objectives. England is seeking to increase
spend and volume of visitors to increase the tourism value overall and
Northern Ireland’s aim is to increase revenue by increasing both the volume
and value of visitors to move away from the nation’s current relative

7

dependency on trips to visit friends and relatives. Scotland has identified a
need for more conference facilities – which are currently relatively dispersed
in the country – and to grow its offer around business tourism.
2. Support from central government for business and employment.
o

The previous study by Deloitte identified market failures associated with the
provision of information, due to low incentives for marketing and coordination
in a free market environment. This report reiterates the reliance on tourism in
many districts across the UK, further stressing the importance of intervention
in this industry, to support local economies and create opportunities,
particularly, for low skilled workers and workers requiring flexible employment.

o

Sub-regional impacts should also be considered, to avoid a ‘one size fits all’
approach. This requires work with Local and Unitary Authorities and
associations of authorities to ensure that policy is joined-up.

o

Strategies in rural areas should reflect local demographics, accessibility and
workforce participation. Rural SMEs are particularly vulnerable as they face
greater strains through higher cost base and being less able to innovate
through technology. Government should therefore provide the necessary
support to help improve knowledge of and access to these areas.

3. Adapt to changing trends.
o

Businesses need to adapt and innovate to respond to changing consumer
attitudes post economic downturn. Organisations such as VisitBritain will also
have to adapt and target its audience even more effectively. This is reflected
in VisitBritain’s current strategy which has identified key target markets and is
aimed at marketing the most relevant offers to each of these.

o

There are, however, opportunities from changing trends, such as the ageing
population – tourism’s ‘grey pound’ – as well as food tourism, wellbeing
tourism and green travel/eco-tourism which can benefit rural areas in
particular. Further to this, climate change forecasts could see significant shifts
in local advantages or disadvantage e.g. sea level rises, water shortages
through to new attractions like vineyard winery tours.

4. Innovate and invest whilst preserving brands and marketing activity.
o

Innovative techniques could be used to help keep the UK and its nations at
‘front of mind’ for both ‘first time’ and ‘repeat’ travellers, or they might
otherwise go to other destinations. These could also help to encourage
visitors in London to take trips to other parts of the UK. The UK as a whole is
already being very creative in its use of technology but there may be
additional challenges for smaller, local areas. However, there is an
opportunity for smaller businesses to increase their exposure e.g. via low cost
Internet advertising. The UK should continue to be creative and leverage the
advanced technological capabilities to keep its Visitor Economy on the global
radar. This also requires the appropriate deployment of the most suitable
media for each target market. This is relevant for all the nations.
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o

There is potential for all nations to promote themselves on the world stage,
but it is important to ensure the nations maintain their distinctive features and
deploy the right brands in the right markets. This is currently conducted in a
coordinated way and VisitBritain leads in markets where there is less
understanding. It is important that this is continued in future.

In summary, there is a range of actions that can be taken to support, promote and develop
the Visitor Economy. Generating sufficient support from government is key and will help to
achieve the potential growth of the sector. With other competitor countries further developing
their tourist offer, a key consideration for the future is how Britain can retain and develop its
current strong position, remain differentiated, attract high value-add tourists and continue to
contribute to Britain Plc in economic terms.
The industry must be ready to respond to rapidly changing consumer behaviour and
expectations, and to respond effectively to future known and unknown challenges. Clearly,
some issues are easier to tackle than others which may require more resource or
involvement from central government. Many of the challenges outlined in this report can be
translated into opportunities, and there are a number of issues that both public and private
sector tourism stakeholders need to tackle in the coming years in order to ensure that the
industry can continue to experience strong growth and leverage opportunities such as the
2012 Olympic Games.
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2. Introduction

This chapter provides an overview of the scope and background to the study.

2.1. Project scope
This follow on study builds on the previous report ‘The Economic Case for the Visitor
Economy’. The aim of this study is to update and extend the previous report and provide an
in-depth quantitative and qualitative analysis of the contribution of the Visitor Economy to the
UK and its nations.

2.2. Report structure
The remainder of the report is structured in the following way:
•

Chapter three outlines the definitions, and methodology, as well as the conceptual
framework highlighting how the Visitor Economy interacts with the wider economy;

•

Chapter four compares and contrasts the features of the Visitor Economy in each of
the nations in terms of the ‘offering’;

•

Chapter five presents the current contribution of the Visitor Economy in terms of the
direct and indirect economic impacts in the UK;

•

Chapter six presents forecasts for the future contribution of the Visitor Economy to
provide an indication of prospective alternative paths for the industry, and assesses
some hypothetical future scenarios; and

•

Chapter seven considers the future opportunities and challenges faced by the
Visitor Economy in the UK and its nations.
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3. Definitions, methodology and
framework

This chapter provides an overview of definitions used, and methodology, as
well as the conceptual framework which highlights how the Visitor Economy
interacts with the wider economy.

3.1. Definitions
What is the Visitor Economy?
The analysis has been conducted according to two widely accepted but differing measures
of tourism along with two further measures which are used as a means of comparison with
previous work. The first two measures are:
•

A core tourism concept that focuses on the direct contribution of tourism activities
(i.e. the value added generated by the provision of tourism-characteristic goods and
services). This measure is in line with the concept used by the UNWTO Tourism
Satellite Accounts (TSA); and

•

A broader measure that also takes into account indirect effects (via the supply chain),
as well as the impact of capital investment and collective government expenditure on
behalf of the tourism industry (the total Visitor Economy).

Further definitions are provided in the relevant chapters and in Annex C.

3.2. Methodology
This report seeks to focus attention on the current and potential future value of the Visitor
Economy in the UK and each of the UK nations. The methodology adopted has included:
• Literature and policy review;
•

Stakeholder engagement;

•

Update of the UK Visitor Economy model;

•

Development of Visitor Economy model for each UK nation; and

•

Data analysis at UK, national and sub-national levels.

3.3. Conceptual framework
The framework developed for this study is shown overleaf. There are a number of issues
that are relevant/applicable to all the UK nations but as these were addressed in detail in the
previous study, they have not been separately assessed as part of this study. Please refer to
‘The Economic Case for the Visitor Economy’ for more details.
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4. Dynamics of the Visitor Economy

This chapter compares and contrasts the features of the Visitor Economy in
each of the nations in terms of the ‘offering’, and in doing so considers the
composition of employment, enterprise and visitor trips based on data
analysis and case study evidence. It complements the modelled outputs
presented in Chapters Five and Six which quantify the contributions of the UK
nations’ Visitor Economies by providing context around the offer in each
nation.

4.1. What is the Visitor Economy offer?
This section defines what the Visitor Economy offer comprises, outlining examples of how
these components may apply to the nations assessed in this study. Subsequent sections
develop the assessment of the Visitor Economy offer by exploring trends and patterns in
employment, enterprise and links with other nations and industries.
The offer is the core product or resource that attracts visitors to an area or place in the first instance.
It can consist of a unique selling point which sets it apart from the other UK nations and/or other
worldwide destinations. However, there are overlaps in many aspects of the offer where they are
applicable to more than one nation.

This chapter considers, at a high level, the Visitor Economy endowment for each nation. It
does this by first considering the key features each UK nation can call upon to attract visitors
and namely, what the nation has to offer visitors in terms of: natural and physical features;
historic monuments/buildings, other attractions and hospitality offer (including culture, sport
and the arts); and top towns and commercial centres with respect to the business tourism
and leisure offering.
Visitors may be attracted to a destination for one, some or all of four realms of the visitor
experience4, namely: entertainment; education; aesthetics; and escapism. Business tourism
is also an important element of the tourist demand and is also considered in this study.
Without these reasons for travel and tourism, there would be no demand for tourism.
The ‘supply side’ issues concern what people go to see or do – i.e. the Visitor Economy
assets. The Visitor Economy offer across the UK covers a diverse mix of both cultural and
natural assets. Broadly, it can be distinguished into three areas:
•

4

Natural environment – which includes seaside and coastal locations as well as the
countryside. These areas can provide an opportunity for visitors to relax, see areas of
outstanding natural beauty, watch wildlife or use as a venue for outdoor activities;

Based on classifications from Worldwide Destinations: The Geography of Travel and Tourism, Fourth Edition
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•

Arts and culture – which include historic monuments, country houses, medieval
churches, towns of the Industrial Revolution, and venues which offer cultural facilities
such as museums and theatres. Rural areas and traditional communities also often
offer entertainment through festivals and events; and

•

Towns and commercial centres – in contrast to the arts and culture category, this
includes business tourism which requires facilities for conferences and meetings;
exhibitions and trade fairs; incentive travel; corporate events; business (or individual
corporate) travel.

The features within these three areas can be diverse in terms of their type, size and
ownership. However, the offer can also be categorised into visits that are attributable to the
nation’s:
•

•

Assets/direct offer – which include the natural or historical endowment that existed
before being used (in all or in part) for tourism purposes, as well as specific purpose
built destinations such as theme parks and marinas. These include:
o

Natural assets such as countryside areas and landscapes, e.g. national parks
in Wales;

o

Historic assets including the iconic features which attract tourists such as
castles, railways and traditions;

o

Converted assets – places that once existed for a particular purpose but now
provide a tourist activity, e.g. breweries and coach houses; and

o

Purpose built venues including theme parks, marinas and museums.

Indirect offer – which make the destination more attractive because they provide
other services that enhance the trip by increasing convenience/comfort. This includes
– but is not limited to – food and drink (including pubs, which have also become part
of the direct offer with their strong association with Britain), accommodation, banking
as well as access/transport. The accommodation offer often reflects the profile of
assets with overnight stays in rural areas more focused around smaller boutique
hotels, B&Bs, caravans and camping sites. However, this is changing with hotels
becoming more prevalent in remote areas as well as cities.

Without demand for tourism, there would be no reason to provide/support tourist attractions
(the supply) and without supply, there would be no effective demand. Demand and supply
are therefore mutually beneficial. Figure 4.1.a illustrates this mutual benefit between the
existence of assets and services related to the assets. There is an overlap between the offer
and assets as they can often be the same thing. This is also true for indirect assets which
can become direct assets (e.g. restaurants which may be an indirect asset – as a place to
eat, whilst visiting for another purpose – but also a direct asset which people make the trip
for). It is important to note that demand and supply are also reliant on the ability of tourists to
access the destination – in terms of both obtaining accurate information about the offer and
travelling there.

14

Figure 4.1.a – Demand and supply in the Visitor Economy

Source: Deloitte analysis.

Within the UK there is a wide range of natural landscape and cultural offerings which help
the nations to compete with other tourism destinations by providing a differentiating offer
from beach holidays or other city breaks where there are usually fewer historic assets. This
is illustrated in Figure 4.1.b which presents selected tourist attractions across each of the
categories outlined earlier. This is not intended to represent a gallery of every feature that
may help to attract visitors to the nation but to demonstrate the wide range of offer within
each nation.

15

Figure 4.1.b – The variety of tourist attractions contributing to the ‘offer’

Source: Deloitte analysis.
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Key points
• There is a range of assets in the Visitor Economy from natural and physical features
and historic monuments/buildings and other attractions to hospitality offerings and
towns and commercial centres.
• There is a mutual benefit between the demand for and supply of goods and services in
the Visitor Economy – without one the other would suffer.
• There is a mutual benefit between assets and the support services in the Visitor
Economy – again, without one the other would suffer.
• Access (in terms of both information and travel) is critical to ensure the market
functions effectively – with effective demand matching supply.
• These assets and support services differ between the nations leading to different
tourism “offers” in each nation.

4.2. Employment in the Visitor Economy
This section presents the distribution and composition of employment in the Visitor Economy
across each of the nations in the UK.
There is no official sector classification for the Visitor Economy in Government statistics. The
sectors included as part of the analysis on employment in the Visitor Economy include the
following Standard Industrial Classifications (SIC):
•
•
•
•
•
•
•
•

Hotels (SIC 551)
Camping sites etc (552)
Restaurants (553)
Bars (554)
Activities of travel agencies etc (633)
Library, archives, museums etc (925)
Sporting activities (926)
Other recreational activities (927)

Please note that while the above SIC codes are accepted as relevant to the Visitor Economy, not
all employees working within these classifications will be supported by tourism. This analysis is
based on ABI data which includes employees in the above sectors but excludes self-employed,
government-supported trainees and HM Forces. Therefore variations in numbers of selfemployment in the Visitor Economy will not be captured in this analysis. Figures used for the
employment analysis in Northern Ireland are based on data from the Department of Enterprise,
Trade and Investment (DETI).

The modelling assessment presented in Chapters 5 and 6 take into account selfemployment as well as relevant weightings for each sector outlined above. However, some
analysis in this chapter has been conducted at a more detailed geographical level and, at
this level of granularity, it is not possible to do this. Therefore it should be noted that data
presented in maps within this chapter are based on a slightly different definition of the Visitor
Economy compared with the analysis in Chapter 5, although many of the key messages are
unchanged.
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Employment distribution

Figure 4.2.a presents a summary of employment levels in the Visitor Economy across each
of the nations based on estimates from the bespoke model developed for this study.
Employment is concentrated in England, which accounts for 82 per cent of all employment in
the Visitor Economy. However, Visitor Economy employment in Scotland accounts for a
tenth of all employment in the sector whilst Wales and Northern Ireland have smaller shares
– of 6 and 2 per cent respectively.
Figure 4.2.a – Level of employment in the Visitor Economy by nation5, 2009
Nation

Number of employees in
Visitor Economy (millions)

Share of employment in
Visitor Economy to total UK
Visitor Economy

England

1.11

82%

Scotland

0.14

10%

Wales

0.09

6%

Northern Ireland

0.03

2%

Total

1.36

100%

Source: Oxford Economics.

Figure 4.2.b shows the distribution of employees in the Visitor Economy based on the
number of employees in each local authority. It highlights that a higher number of employees
in the Visitor Economy exist in larger cities. This is illustrated by the large circles on the map
where the size of the circle represents the relative levels of employment in the Visitor
Economy in each district – i.e. a larger bubble highlights an area with higher level of people
employed in tourism related sectors. This highlights that the larger cities are important to the
Visitor Economy but also that the Visitor Economy is an important contributor to employment
and social welfare/increased choice in these cities, in both its direct role (as a tourist
destination) and indirect roles (supporting other industries e.g. restaurants, bars and hotels).
Although this analysis excludes self-employed workers and sectors included are not
weighted6, it provides an indication of the distribution of employees in the Visitor Economy.
The table to the right of the map presents the top ten district areas in terms of the volume of
employees in the Visitor Economy, including eight areas in England (City of Westminster,
Birmingham, Leeds, Camden, Manchester, Kensington and Chelsea, Liverpool and
Sheffield) and two areas in Scotland (Edinburgh and Glasgow). These ‘hot spots’ are also
illustrated on the map in red and the rank is highlighted within the red stars on the map.

5

See Chapter 5 for more details

6

i.e. whole industries are included rather than a proportion of each
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Figure 4.2.b – Number of employees in the Visitor Economy, and top ten ‘hot spots’, 2008

Source: Annual Business Inquiry, 2008 and Deloitte analysis.

Figure 4.2.c below presents the share of employment in the Visitor Economy across each of
the nations relative to total employment in the respective nation based on the model
estimates, as outlined further in Chapter 5. Scotland and Wales have a higher share of
employees in their Visitor Economies (with 5.6 and 6.9 per cent, respectively) than the UK
as a whole (where the Visitor Economy accounts for around 4.4 per cent all employment).
This contrasts with the previous assessment of levels of employment, presented in Figure
4.2.a, which highlighted the concentration of employment levels in England – accounting for
82 per cent of total employment in the UK Visitor Economy (also presented again in the far
right column of Figure 4.2.c).
Figure 4.2.c – Share of employment in the Visitor Economy by nation, 2009
Nation

Share of employees in
Visitor Economy (relative to
all employment in nation)

Share of employment in
Visitor Economy to total UK
Visitor Economy
(also presented in figure 4.2.a)

England

4.2%

82%

Scotland

5.3%

10%

Wales

6.3%

6%

Northern Ireland

3.0%

2%

Total

4.4%

100%

Source: Oxford Economics.
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Consideration of large concentrations of employees in the Visitor Economy relative to other
employment in that local authority area also produces a different distribution of ‘hot spots’ in
the UK. This is illustrated by the large circles on the map in Figure 4.2.d where the size of
the circle presents the relative share of employees in the Visitor Economy to all employees
in that district. Whereas the previous chart presented large employment contributions in
absolute terms, this illustrates a greater reliance on the Visitor Economy within certain
districts of the UK.
There is evidence of higher concentrations of employment in the Visitor Economy in some
rural areas or where the offer may be focused around the natural/physical features as well
as along the coastlines, highlighting a number of seaside attractions and national parks.
However, Figure 4.1.b presented earlier highlights that there is a broad ‘offer’ across each of
the nations – ranging from historical buildings to natural landscape to purpose built venues.
This combined with the varied employee distribution shown in the map below highlights the
breath of offer across the UK.
Figure 4.2.d – Share of employees in tourism as share of total employment in local authority, 2008

Source: Annual Business Inquiry, 2008 and Deloitte analysis.
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To put the data presented in Figure 4.2.d in context, the regional and national average is
lower than 10 per cent in all the nations (see Figure 4.2.c). There are 116 districts (which
accounts for over a quarter of all districts in the UK) with over 10 per cent of employment in
the Visitor Economy. See Annex A for the tabulation of the top 50 districts with the highest
concentration of employment in the Visitor Economy.
It is important to note that this analysis is limited in that it may not capture all ‘hot spots’ as
the data does not include employment within self-employed businesses. Therefore, some
areas which have not emerged as a ‘hot spot’ but could potentially be, if the data was fully
representative, may include areas such as Bath. Bath has a large focus on tourism and
based on the data available has around 9.5 per cent of employment based in the Visitor
Economy. Likewise, the Isles of Scilly Partnership estimated that tourism employment in the
Isles of Scilly is the main sector throughout each of the individual islands and this is much
greater than other remote and rural areas in the UK at around 60 per cent, yet the analysis
above estimates this at 31 per cent.
Self-employment

This section highlights the role of self-employment within the Visitor Economy.
Figure 4.2.e presents the level of self-employment in the Visitor Economy since 2005
compared with trends at a national level. Self-employment in the Visitor Economy currently
accounts for a tenth of all employment in the sector. This compares to an average of 18 per
cent across the UK economy. However, self-employment in the Visitor Economy has seen a
steady increase as a proportion of total employment in the sector since 2005 (from 8 per
cent to its current level of 10 per cent) whereas self-employment in the UK has remained at
around 18 per cent over the same period.
Figure 4.2.e – Share of self-employment jobs in tourism and UK economy
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Source: Labour Force Survey and Deloitte analysis.

Self-employment is important in developing the UK entrepreneurship. The Visitor Economy
facilitates and encourages entrepreneurship due to its relative ease of entry via factors such
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as low set up costs – although one word of caution is to note there remains an important ‘life
style business’ component in the tourism sector which can self-limit entrepreneurial
ambition. Section 4.3, which presents enterprise formation, provides further discussion on
this.
Employment composition

This section presents differences between the composition of employees across the nations
in terms of gender and working patterns. This is to illustrate how the nations and London
provide different sorts of contributions based on their workforce composition. The charts
below in Figure 4.2.f illustrate employees in the Visitor Economy by gender (top) and
working pattern (bottom) in each of the regions.
Figure 4.2.f – Share of employment in the Visitor Economy by gender (left) and working pattern (right)
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Source: Annual Business Inquiry, 2008 and Deloitte analysis.

All four nations have more female than male employees in the Visitor Economy – illustrated
by the longer green bars in the left-hand side. Scotland and Wales have highest share of
female employees (57 per cent in both). Conversely, London has a higher proportion of male
employees in its Visitor Economy (52 per cent) compared to its share of female employees
(48 per cent). This is also the highest share of male employees in the Visitor Economy
across all nations. London also has a significantly larger share of full-time employees
relative to part-time workers.
The rationale for this could be that London is less seasonal than other areas and has a
higher presence of headquarters offices – which is likely to be more relevant to the full-time
versus part-time split than gender split, as illustrated by the longer blue bars in the right hand
chart. It should be noted that England includes London, and excluding London is likely to
present a higher share of female employees relative to male employees and more part-time
employees relative to the share of full time employees. Wales has a significantly higher
share of part-time employees in its Visitor Economy relative to the number of full-time
employees. It also has the highest proportion of part-time employees across all nations.
Discussions with stakeholders suggested that potential reasons for this could be related to
the need to travel longer distances from homes to employment, on average, which means
that those who have families tend to work part time rather than full time.
Comparing this data with broader working patterns across the economy in each of the
nations also highlights some of the issues outlined above. This is presented in the stacked
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bar chart below. The chart shows the share of full-time and part-time employees by gender
in each of the nations and London in the Visitor Economy. The figures for employment in the
Visitor Economy in each of the nations are also shown in the table below alongside
comparator figures for the whole economy.
Figure 4.2.g – Share of full-time and part-time employed workers in the Visitor Economy (chart) and
comparison with whole economy (table) by gender
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Source: Annual Business Inquiry, 2008 Deloitte analysis.

In the whole economy, there are over 40 per cent of male full-time employees in each of the
nations except for Northern Ireland – which is close at 38 per cent. This proportion is lower
in the Visitor Economy (less than 30 per cent for each nation). Conversely, (excluding
London) in the Visitor Economy over 30 per cent of employees are females employed on a
part-time basis, which is at least 8 percentage points more than the whole economy.
Another notable point is that the distribution of employees in London is broadly similar in
both the Visitor Economy and the whole economy. In both the Visitor Economy and the
whole economy, in London, the share of employees from largest to smallest is male full-time
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employees, followed by female full-time employees, then female part-time employees, and
lastly male part-time employees.
Figure 4.2.g – Share of employees with no qualifications

Source: Annual Population Survey, 2008 and Deloitte analysis.

The previous study by Deloitte highlighted how the Visitor Economy provides job
opportunities and entry to employment for unskilled workers and in particular those who few
or no qualifications. The proportion of employees in the Visitor Economy with no
qualifications is equal to or higher than 8 per cent in all four nations. Figure 4.2.g shows the
share of employees with no qualifications in both the Visitor Economy and the whole
economy. In Scotland the share of employees in the whole economy with no qualifications is
slightly higher (9 per cent) than the rate in the Visitor Economy (8 per cent). This contrasts
with the data for Wales and Northern Ireland, where the share of workers with no
qualifications is higher in the Visitor Economy. This is particularly noticeable in Northern
Ireland, perhaps due to the higher concentration of employment in the Visitor Economy
relative to all employment. This pattern may also be influenced by a higher level of migrant
workers in England and Scotland, who have typically, on average, had lower levels of
qualifications. As outlined in the previous report, part-time flexible low skilled jobs are
important to support the employability agenda and in particularly those who need the most
support from an employment policy perspective.
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Key points
•

Urban areas have higher levels of employment in the Visitor Economy. Key cities across
the UK with the greatest level of employment include the City of Westminster, Birmingham
and Edinburgh.

•

However, levels of employment in the Visitor Economy relative to total employment tend to
be higher in more rural and coastline areas. Although the concentration of employment is
varied across the UK, the highest areas include Isles of Scilly, West Somerset and Forest
Heath.

•

Scotland and Wales are more reliant on Visitor Economy employment compared with the
other UK nations, as they have a higher share of workers in tourism in their economies.

•

Self-employment is an important part of the Visitor economy – accounting for around 1 in
ten jobs in the sector.

•

London’s less seasonal tourism offer and higher presence of headquarters offices may
mean there are relatively fewer opportunities for part-time employment compared to the
UK nations on average. Analysis of its employment structure highlights this difference
between London and the UK nations.

•

The Visitor Economy in Wales and Northern Ireland is particularly important in supporting
the employability agenda with a higher share of workers with no qualifications in tourism
than in the economy as a whole.

•

The areas with high absolute and/or relative levels of employment demonstrate the
importance of the Visitor Economy to those geographies.

•

There are more part-time workers in Visitor Economy in all nations compared with the total
economy (except for London) which reflects the seasonal nature of each nation’s Visitor
Economy.

4.3. Enterprise in the Visitor Economy
This section presents the distribution of businesses in the Visitor Economy to consider the
role of the Visitor Economy in enterprise. It is based on data from the Office for National
Statistics, and measures the number of registered business units rather than the number of
businesses/companies in an area. This means that if a company has more than one office in
an area, it will be counted more than once. The data also excludes smaller sized companies,
as it only captures VAT registered businesses.7
The sectors included as part of the data analysis on enterprise in the Visitor Economy include:
•

Accommodation and food

•

Arts, entertainment, recreation and other services

This analysis is based on official data from BIS, UK businesses size and activity. It excludes
businesses that are not VAT registered. Therefore variations in numbers of micro businesses in
the Visitor Economy will not be captured in this analysis.
Number of business units

Figure 4.3.a. summarises the data on the number of business units in the Visitor Economy
by nation. The data suggests that England has the highest share of Visitor Economy
business units in the UK but that Scotland and Wales have the highest proportion of
business units in the Visitor Economy in relation to all businesses in the nation – with over a
quarter of all business units in tourism.

7

VAT registrations only capture business with turnover of £60k
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Figure 4.3.a Business units in the Visitor Economy by nation, 2009
Nation

Number of business
units in Visitor
Economy

Share of business
units in Visitor
Economy (relative to all
business units in Visitor
Economy)

Share of business units
in Visitor Economy
(relative to all business
units in nation)

England

407,500

85%

22%

Scotland

37,200

8%

26%

Wales

22,700

5%

25%

Northern Ireland

14,300

3%

20%

Total

481,700

100%

22%

Source: BIS, ‘UK business size and activity’ and Deloitte analysis.

Despite the growth in larger, international chains, the industry also has a very large number
of small businesses. The growth of the Internet has enabled small hotels and restaurants to
promote themselves highly effectively in competition with the bigger brands. The relative
ease of entry into the industry means that SMEs will continue to play a significant role in the
sector.
Within the hospitality, leisure and travel and tourism sectors, 83 per cent of companies employ
between 1 and 49 individuals, indicating the dominance of small organisations. Nonetheless, they
account for just 43 per cent of total employment, while larger companies employ 45 per cent of the
workforce, despite representing just 0.3 per cent of business. (source: The UK Corporate Hospitality
Market Development, 2009)

Figure 4.3.b shows that there is much less variation in these figures than employment with
respect to the distribution of business units in the Visitor Economy as a share of all business
units in the district (as illustrated on the right hand side). The chart on the left hand side
illustrates a slightly larger numbers of business units in the larger towns and cities,
suggesting that there are more business units in bigger places but that the share of business
units is broadly equal across the country. This can be interpreted as larger firms in larger
areas.
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Figure 4.3.b – Number of business units (LHS) and share of business units (RHS) in the Visitor
Economy, in local authority districts

Source: Office for National Statistics and Deloitte analysis.

Analysis of the number of employees per business unit in the Visitor Economy in the
scatterplot in 4.3.c highlights further distinctions between the UK districts. A position that is
further right along the x-axis implies a higher number of employees in the Visitor Economy,
whilst a position higher on the y-axis implies a higher number of business units in the Visitor
Economy. The area within the dotted blue box in the top chart has been magnified in the
lower chart to present more detail in districts with a lower number of employees and
business units.
There is a 90 per cent correlation between the number of employees and the number of
business units in a district. Areas below the trend line suggest the district has more large
firms than average, i.e. a greater level of employment per business unit. This is reflected in
the large number of cities that fall into this category. Areas above the trend line suggest the
district has more small firms than average, i.e. a lower level of employment per business
unit8. The same in relative terms means that bigger places have larger firms, although some
outliers do exist, e.g. Birmingham.

8

However, there is an issue with this data in terms of the likely omission of smaller enterprises
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Figure 4.3.c – Levels of employment and business units in the Visitor Economies of UK districts
Areas above the diagonal line
suggest the district has more small
firms than average i.e. a lower
level of employment per
business

Areas below the diagonal line
suggest the district has more large
firms than average i.e. a greater
level of employment per
business

There are significantly more employees relative
to other districts with a similar number of
businesses – this is likely to be due to people
travelling to Gatwick

Source: Deloitte analysis.
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Key points
• The distribution of business units differs from the employment distribution presented in the
previous section and areas tend to have a similar proportion of business units (of total)
devoted to tourism.
• England has the highest share of Visitor Economy business units in the UK. Scotland and
Wales have the highest proportion of business units in the Visitor Economy relation to all
business units in the nation – with over a quarter of all business units in tourism.
• However, not all business units are included in this analysis as it is based on VAT
registration data. It will therefore not capture some smaller businesses such as B&Bs.
• The Visitor Economy has a significant number of small and medium sized enterprises
(SMEs) due to the relative ease of entry to the industry. This also highlights how SMEs will
continue to play a significant role in the sector.
• Analysis of employment per business shows a 90 per cent correlation between employment
and businesses in districts in the UK.
• It also indicates that cities tend to have larger firms in the Visitor Economy (i.e. more
employees per business unit).

4.4. Trends in trips
This section presents patterns in visits to each of the nations in terms of trips.
Inbound tourism

Figure 4.4.a shows the relative share of visitor nights and spend by inbound visitors in each
of the nations and in London. In 2009, England saw the largest number of visitor nights from
overseas visitors whereas London generated the largest level of spend.
Figure 4.4.a – Share of international tourism by visitor nights (LHS) and spend (RHS) in each nation
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Source: IPS and Deloitte analysis.
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Figure 4.4.b shows how staying visits to each nation have grown over the past decade.
England has the highest level of staying visits but all nations have experienced growth over
the past decade. Scotland and Northern Ireland have experienced the highest growth in the
volume of inbound tourism over the period with a compound annual growth rate (CAGR) of
3.3 per cent.
Figure 4.4.b – Staying visits to each nation
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Source: IPS, NIPS and Deloitte analysis.

Figure 4.4.c shows how spend per staying visit to each nation has changed over the past
decade. Whereas Figure 4.4.b showed the volume of inbound tourism, Figure 4.4.c shows
trends over the past decade in ‘value’ terms. Spend per visit has increased on a per annum
basis in all nations and Northern Ireland has experienced stronger growth in spend per visit
at an average rate of 2.8 per cent per annum. The relatively lower spend per visit in Wales
and Northern Ireland may be due to lower average prices or trip types where activities
require less spend in comparison with the other nations.
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Figure 4.4.c – Spend per staying visit to each nation, £
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Source: IPS and Deloitte analysis.

Figure 4.4.d shows the latest full year data of journeys to each nation by purpose in terms of
share of inbound trips and spend. Scotland and Wales have the highest proportion of
inbound trips which are for the purpose of holiday; Northern Ireland and England a higher
proportion of inbound business trips, accounting for over a quarter of all inbound trips;
Northern Ireland and Wales have the highest proportion of inbound trips to visit family and
relatives. This pattern is mirrored in the spend data – although the proportion of spend for
the more popular journey purpose is higher than the proportion of inbound trips relative to
other journey types.
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Figure 4.4.d – Journey purpose by inbound trips (top chart) and spend (lower chart) in each nation,
2008
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The distribution of trip type in each of the nations is, in part, reflected by the accommodation
usage as Figure 4.4.e shows. However, the most popular types are hotels/guest houses and
those staying with relatives or friends. Hotels make up the highest proportion of
accommodation usage in England. B&Bs are more popular in Scotland, in relation to the
proportion of visitors staying in B&Bs in the other nations. Visitors who stay with relatives or
friends are most popular in Wales and Northern Ireland, in relation to the equivalent
proportion of visitors in the other nations.
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Figure 4.4.e – Visits to each nation by accommodation usage, 2008 data

Source: IPS and Deloitte analysis

As identified by VisitBritain’s Foresight work, holiday visitors tend to take part in more
activities than VFR visitors (although they do participate in activities that are easily
accessible activities such as going to the pub, shopping, and ‘socialising with the locals’).
Domestic tourism

Figure 4.4.f shows the relative share of visitor nights and spend by domestic visitors in each
of the nations and in London. In 2009, England saw the largest number of visitor nights from
overseas visitors and also generated the largest level of spend. However, London still
generated 10 per cent of spend by domestic tourism.
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Figure 4.4.f – Share of domestic tourism by visitor nights (LHS) and spend (RHS) in each nation
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Figure 4.4.g shows how domestic trips to each nation have changed since 2006. England
has the highest number of trips and is the only nation to have experienced growth over the
past three years. Northern Ireland has seen negative growth in domestic trips over the past
three years – although the number of domestic trips is still higher than the number of
inbound trips.
Figure 4.4.g – Domestic trips to each nation
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Source: UKTS, NIPS and Deloitte analysis.

Figure 4.4.h shows how average spend during domestic trips to each nation has changed
over the past three years. Northern Ireland and Scotland have experienced strong growth in
spend per visit at an average rate of 2.3 per cent per annum. The slight decline in spend per
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domestic visit in Wales may be due to lower average prices or trip types where activities
require less spend in the nation compared to the other nations.
Figure 4.4.h – Spend per domestic trip to each nation
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Source: UKTS and Deloitte analysis.

Wales and Northern Ireland saw faster growth (on a compound annual average basis) from
average inbound visitor spend compared to average domestic visitor spend, whereas
England and Scotland experienced stronger growth in domestic spend per trip.
Domestic trip patterns in each of the nations in terms of accommodation usage and trip
destination are closely linked as Figures 4.4.i and 4.4.j show. The most popular types are
varied across each of the Nations. With hotels/guest houses being the most popular in
England (relative to other Nations) and Scotland, reflecting relatively higher levels of ‘city
break’ and business tourism trips. Self-catering and camping style accommodation is most
popular in Wales, perhaps reflecting the higher proportion of seaside and countryside/village
trips. Staying with relatives or friends is most popular in Northern Ireland (relative to other
Nations). Section 5.6 also presents the economic contribution of the domestic Visitor
Economy by trip destination.

35

Figure 4.4.i – Visits to each nation by accommodation usage, 2009

Source: UKTS and Deloitte analysis.

Figure 4.4.j: Domestic Visitor Economy by share of trip destination, 2009
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Figure 4.4.k shows the latest full year data of journeys to each nation by purpose in terms of
share of domestic trips and spend. Scotland and Wales have the highest proportion of
domestic trips which are for the purpose of holiday; Scotland has the highest proportion of
domestic business trips to all domestic trips in the nation, followed by England; Northern
Ireland and Wales have the highest proportion of domestic trips to visit family and relatives.
This pattern is broadly similar in the spend data – although the proportion of spend for both
domestic holidays and business trips is higher than the proportion of domestic trips relative
to other journey types in each nation.
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Figure 4.4.k – Journey purpose by domestic trips (top chart) and spend (lower chart) in each nation,
2009
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Figure 4.4.l shows the distribution of domestic trips within each nation by the origin of
residence. The majority of residents from England took trips in England (87 per cent), the
majority of domestic trips by Scottish residents were taken in Scotland (60 per cent), and the
largest proportion of Northern Irish domestic trips were taken within Northern Ireland (47 per
cent). However, almost two-thirds of domestic trips by residents from Wales were in England
– which compares to a third in Wales (33 per cent).
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Figure 4.4.l: Destination of trip by residence by share of origin, 2008

Source: UKTS, NIPS and VisitBritain

Figure 4.4.m shows the distribution of domestic trips within each nation by the destination of
residence. Trips taken in England were dominated by English residents (92 per cent). The
much larger size of England in relation to the other nations of the UK explains why England
accounts for the largest share of domestic trips: 76 per cent of visitors to Wales were from
England, as were just under half of the trips made in Scotland (47 per cent) and over a third
of the trips in Northern Ireland (39 per cent).
Figure 4.4.m: Destination of trip by residence by share of destination, 2008

Source: UKTS, NIPS and VisitBritain
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Key points
• England has had the largest number of inbound visits over the past decade compared with
the other UK nations but growth, in volume terms (measured by visitor trips), has been
stronger in Scotland.
• England also has the highest number of domestic visits and growth has also outperformed
the other regions who experienced a fall in average annual growth of trips.
• Wales and Northern Ireland saw faster growth (on a compound annual average basis) from
average inbound visitor spend compared to average domestic visitor spend, whereas
Scotland and England experienced stronger growth in domestic spend per trip.
• Scotland and Wales have the highest proportion of trips (both domestic and inbound) which
are for the purpose of holiday; Northern Ireland and England a higher proportion of inbound
business trips – accounting for over a quarter of all trips; Northern Ireland and Wales have
the highest proportion for inbound trips to visit family and relatives. This is, in part, reflected
by the accommodation usage and tourist activities in each of the nations.
• Hotels/guest houses are most popular in England (relative to other Nations) and Scotland –
reflecting a higher level of ‘city break’ trips.
• Self-catering and camping style accommodation is most popular in Wales – perhaps
reflecting the higher proportion of seaside and countryside/village trips.
• The destination of domestic trips in each of the nations tends to be popular amongst
residents of the relevant nation.

4.5. Links with other sectors
The previous study identified key links between the Visitor Economy and other sectors.9 This
section outlines a few examples of how these links differ between each of the nations.
Business

The Visitor Economy is strongly linked with other industries through ‘business tourism’. Last
year’s study by Deloitte highlights some important links, but this study considers which might
be relevant to particular nations. City infrastructure can act as a magnet for business tourism
through conferences, exhibitions, and corporate hospitality. In addition, other assets may
attract business to the destination for outdoor events, team building courses or away days
due to heritage attractions or access to mountain ranges.
Agriculture

Discussions during consultations highlighted the particularly strong link between agriculture
and tourism in Wales as a whole although the rural economy is equally important in many
parts of England, Scotland and Northern Ireland. Agriculture creates and maintains the
landscape and environmental quality on which much rural tourism depends and farms are
bases for additional family businesses in the tourism sector. 'Community forests' have also
been designated on the edge of conurbations on land previously used for agriculture and
industry. The strong links between the Visitor Economy and rural economy have been
demonstrated by the severe impact of Foot and Mouth Disease on the tourism industry –
which suffered more than the meat industry. Furthermore, farmer diversification into

9

Please refer to the previous study for more details.
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farmhouse B&Bs was adversely affected by the impact on both the rural and tourism
economies.
However, as an example of the beneficial links that exist, the ‘Food Tourism Action Plan’ in
Wales is aimed at improving perceptions of Wales as a destination where high quality and
distinctive food is widely available and a food experience that is based on locally sourced
and distinctive food. The first category for ‘Food Tourism Destination’ was included in Wales
in the ‘True Taste Food and Drink Awards’. The award aims to raise awareness of food
tourism.
The Heritage Minister has identified that the profile of food to the tourism industry has
increased significantly over recent decades and there is growing recognition that food can
create a unique sense of place. This is because food can represent local cultures, culinary
tourism and agri-tourism – which are elements of a destination’s Visitor Economy offer.
Education

The role of education in the Visitor Economy is important in overcoming perceptions of local
residents that attractions are aimed purely at tourists, as they can meet broader educational
and social inclusion aims of communities. For instance, Historic Scotland, the executive
agency responsible for many of Scotland’s historic monuments, offers free education visits
at certain points of the year to help meet broader educational objectives. Another link to
education is the language schools in London, Cambridge and Oxford as well as seaside
towns which attract international students, who then use the opportunity to travel around the
UK – with friends and relatives from their home countries. Education (primary and higher)
plays an important role through lessons and activities such as field trips. Higher education
can also generate visits to friends or relatives (VFR) by those friends or relatives of foreign
students who are studying in the UK. In addition to this, higher education students are likely
to make repeat visits to the UK – again highlighting the link between education and the
Visitor Economy.
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5. Current contribution quantified
through the model

This chapter first presents the core contribution of the Visitor Economy to the
UK using UK level information and outputs from the bespoke UK tourism
model developed for the previous Visitor Economy study conducted in 2008.
The estimates presented cover a number of standard definitions of tourism10,
and estimates are also presented in line with VisitBritain’s assessment of
tourist expenditure in Britain. This chapter then presents the core contribution
of the Visitor Economy to the UK’s four nations using nation level information
and outputs from the bespoke nation model developed for this study.

5.1. Model structure – UK
The Visitor Economy Model consists of an interrelated set of equations (behavioural
relationships and identities) that are used to estimate, within a framework consistent with
National Accounts, the Visitor Economy contribution to the overall economy in terms of
Value Added and employment.
Broadly speaking, there are three key modules containing over 400 variables interconnected
by an equal number of equations or identities. The three modules11 are:
•

Macroeconomic and industry;

•

Visitor Economy-related demand; and

•

Visitor Economy-related supply.

5.2. Definitions
The following terms are referred to throughout this chapter:
•

Value added – the value added of a sector is the difference between output and
intermediate consumption in the sector. This is the difference between the value of
goods and services produced and the cost of inputs which are used in production.

•

Expenditure – is value of spending by tourists in the Visitor Economy.

•

Employment – is the number of people working in the Visitor Economy. This
includes both full- and part-time employment (both self employed and employees).

10

Including a core tourism concept that focuses on the direct contribution of tourism activities (i.e. the
value added generated by the provision of tourism-characteristic good and services) and a broader
measure that also takes into account indirect effects. See Annex A for further details.
11
Further details of the three modules is provided in Annex A
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•

5.3.

Current prices – some data presented in this chapter is in current (or nominal
prices). Current prices are the prices of the current reporting period (i.e. the face
value of currency) so therefore do not take into account the effect of inflation.

Current contribution of the Visitor Economy to the UK

There are a number of possible ways of defining the Visitor Economy and, following the
remit of the study, this analysis provides estimates for both the direct and overall contribution
made by the Visitor Economy to the UK economy.
Table 5.3.a provides two alternative estimates of the Value Added contribution to GDP by
the Visitor Economy.
•

The first definition included has been labelled “direct industry GDP” and this is
consistent with the concept used by the UNWTO Tourism Satellite Accounting
methodology. In particular, it includes Value Added generated by Visitor Economyrelated government individual spending; and

•

The final estimate of the Value Added contribution to GDP made by the Visitor
Economy is the overall contribution of the Visitor Economy sector. This is the
broadest possible measure and takes into account indirect effects (via the supply
chain), as well as the impact of capital investment and collective government
expenditure on behalf of the Visitor Economy industry.
12

Table 5.3.a: The Economic Contribution of the UK Visitor Economy, current prices

Source: Oxford Economics

12

Please note, the difference between the UK estimates (presented in table 5.3.b.) and the sum of the nations for visitor
exports and outbound tourism is the result of intra-UK movements. Any trip between UK nations in table 5.3.a. is treated as an
import/export in the context of the table which presents each of the nations. In addition, estimates provided in this report are
based on the definition of the Visitor Economy established in the previous study ‘The economic case for the Visitor Economy’.
This is to ensure consistency between the nations. However, we recognise this may therefore provide alternative estimates to
those within the tourism strategies for each nation, where relevant.
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Direct contribution
The results of the modelling analysis suggest that the direct contribution of the Visitor
Economy in terms of GDP was £52 billion in 2009 which equated to a contribution of 4.0 per
cent of UK GDP. These GDP results imply that the Visitor Economy sector directly
supported around 1.36 million jobs in 2009, or 4.4 per cent of the total UK workforce.
Total contribution
On the wider T&T Economy measure the overall contribution of the Visitor Economy –
including supply chain impacts and the impact of capital investment and collective
government expenditure on behalf of the Visitor Economy – was £115 billion (8.9 per cent of
GDP) and 2.64 million jobs (8.5 per cent) in 2009.
Spending
Table 5.3.b sets out the latest estimates and Oxford Economics’ forecasts for expenditure in
the Visitor Economy in terms of both international and domestic spending.
In total, spending in the Visitor Economy is estimated to have been £90 billion in 2009, up
from £87 billion in 2007, but in real terms (adjusting for price rises) this represents a 3 per
cent fall. In 2009 international visitors (including fares to UK carriers) spent £19.1 billion – up
from £18.8 billion in 2007. Domestic spending in the Visitor Economy is estimated to be
significantly larger; around £70.8 billion in 2009 up from £68.5 billion in 2007. By far the
largest component of domestic expenditure in the Visitor Economy is that by day visitors
(which reached £47.6 billion in 2009).
Table 5.3.b: UK Expenditure in the Visitor Economy, 2007-2010, current prices

Source: Oxford Economics.

5.4. Model structure – Nations
Unlike the previous 2008 study, this year’s update of the VisitBritain UK Tourism Model
moves beyond the UK model to incorporate individual models of the UK’s four nations.
Developed by building upon the same framework as the UK model, the models for England,
Scotland, Wales and Northern Ireland provide a significantly greater insight into the
performance of the tourism economy in the UK. In order to ensure consistency between the
four models and the UK model, each of the national models requires specific outputs from
the UK model, which are adjusted to suit that particular nation’s characteristics.
In the main the adjustments made to develop the model for each of the four nations are
conducted on the basis of publicly available data from UK and national level survey data
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(such as the International Passenger Survey, the UK Tourism Survey, and the Northern
Ireland Passenger Survey) and national accounts. However, one key difference between the
UK model and that of each of the nations is the treatment of internal movements within the
UK. This required a disaggregation of UK domestic spending figures into ‘internal UK
imports / exports’ and domestic spending. This breakdown is necessary as while a resident
of Wales travelling to Scotland would be viewed as domestic travel in the UK model, in a
national context Scotland is importing tourism from Wales, and Wales is exporting tourism to
Scotland. Reporting these imports and exports is essential for the development of an
accurate package of models.13

5.5. The current contribution of the Visitor Economy to the nations
The consistent methodological approach across the five models (the UK model and each of
the four nations) ensures that the outputs of each are also consistent and comparable. Table
5.5.a presents estimates of the two alternative measures of Value Added contribution to
GDP for each of the four nations in 2009. Estimates for 2010 are provided in Annex D.
Direct contribution
The results of the modelling analysis for England indicate that direct contribution of the
Visitor Economy in terms of GDP was £44 billion in 2009, which equated to a contribution of
3.9 per cent of England’s GDP and implied that the English Visitor Economy directly
supported 1.1 million jobs (approximately 4.2 per cent of total employment in England).
The results from the Scottish model suggest that the Visitor Economy contributed £5.2 billion
in Value Added in 2009, representing 4.9 per cent of Scottish GDP.
The Welsh Visitor Economy is estimated to have contributed £2.7 billion in Value Added to
the Wales economy, equating to 5.8 per cent of total Welsh GDP. By directly supporting
86,000 jobs, the Visitor Economy sector in Wales accounts for 6.3 per cent of total Welsh
employment.
Finally, the model for Northern Ireland calculates that the Visitor Economy in Northern
Ireland generates £640 million in Value Added, equalling 2.1 per cent of Northern Ireland’s
GDP. This level of Value Added implies that the Visitor Economy in Northern Ireland directly
supports 25,000 jobs, and accounts for 3.0 per cent of total Northern Ireland employment.

13

Further details of the methodology utilised to develop the models for each of the nations are presented in Annex C
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Table 5.5.a: The direct economic Contribution of the Visitor Economy to the UK’s four nations in 2009,
current prices14

Source: Oxford Economics

Indirect contribution
Taking into account supply chain impacts and the impact of capital investment and collective
government expenditure on behalf of the Visitor Economy industry, the wider T&T Economy
measure the overall contribution of the Visitor Economy sector in England accounted for £97
billion in GDP terms (8.6 per cent of England’s GDP) and 2.16 million jobs (8.3 per cent of
total employment in England) in 2009.
In Scotland the overall contribution of the Visitor Economy was estimated to equal £11.1
billion of GDP, equating to 10.4 per cent of Scotland’s GDP. In total the Visitor Economy in
Scotland accounted for 267,000 jobs in 2009, representing 10.0 per cent of total
employment in Scotland.
The Welsh Visitor Economy was estimated to have contributed £6.2 billion in total GDP in
2009, accounting for 13.3 per cent of Welsh GDP. In total 172,000 jobs were supported by
the Welsh Visitor Economy in 2009, representing 12.7 per cent of total employment in
Wales.
For Northern Ireland the overall contribution of the Visitor Economy reached £1.5 billion in
2009, equating to 4.9 per cent of Northern Ireland’s GDP. In total the Visitor Economy in
Northern Ireland supported 4.7 percent of total employment in Northern Ireland, equating to
39,000 jobs in 2009.
Spending
Table 5.5.b presents 2009 estimates for expenditure in the visitor economy in terms of both
international and domestic spending in each of the four nations. Please refer to Annex D for
2010 estimates.

14

Please note, the difference between the UK estimates (presented in table 5.3.b.) and the sum of the nations for visitor
exports and outbound tourism is the result of intra-UK movements. Any trip between UK nations in table 5.3.a. is treated as an
import/export in the context of the table which presents each of the nations. In addition, as outlined previously, estimates
provided in this report are based on the definition of the Visitor Economy established in the previous study ‘The economic case
for the Visitor Economy’. This is to ensure consistency between the nations. However, we recognise this may therefore provide
alternative estimates to those within the tourism strategies for each nation, where relevant.
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Table 5.5.b: Expenditure in the Visitor Economy, 2009

Source: Oxford Economics

Total spending in England’s Visitor Economy is estimated to have reached £75 billion in
2009, representing a fall in real terms of 0.4 per cent from 2008. Despite this fall, England
accounted for 84 percent of total spending in the UK Visitor Economy. International visitors
to England are estimated to have spent £16.8 billion in 2009, equating to 87.9 per cent of
total international spending in the UK, and 12 per cent of total visitor spending in England.
Please note that inbound spending includes fares to carriers. UK residents spent £58.2
billion in the England Visitor Economy in 2009, of which day trips accounted for almost 80
per cent. In both overnight and day trip spending categories, spending by English residents
was significantly larger than the spending in England of residents of the other UK nations.
Unlike the rest of the UK, Scotland saw total spending in the Visitor Economy increase in
real terms by 0.8 per cent from 2008, to £8.9 billion in 2009 (representing 10 percent of the
UK total). While spending by international visitors to Scotland in 2009 equalled £1.7 billion
accounting for 9 per cent of the UK total, UK residents are estimated to have spent £7.3
billion in Scotland, or 81 per cent of total visitor spending in Scotland. Spending on day trips
accounted for over half of this total, and was dominated by Scottish resident’s spending.
Approximately two-thirds of spending on overnight stays was the result of visits by residents
of the other UK nations.
Total spending in the Wales Visitor Economy experienced a real decline of 0.3 per cent
between 2008 and 2009, to equal £4.39 billion in 2009 and account for 5 per cent of total UK
Visitor Economy spending. Spending by international visitors to Wales in 2009 accounted for
2.1 per cent of the UK total, equalling £0.4 billion. Spending by UK residents in Wales
equalled £4.0 billion in 2009 (91 per cent of total visitor spending in Wales), of which £2.3
billion was generated by spending on day trips. UK resident spending in Wales, like
Scotland, sees spending by Welsh residents dominate day trip spending, and spending by
residents of the other UK nations dominate spending on overnight stays.
Northern Ireland accounted for 2 per cent of total spending in the UK Visitor Economy in
2009, with spending equalling £1.5 billion, down 2.7 per cent from 2008 in real terms.
International visitors to Northern Ireland are estimated to have spent £0.22 billion in 2009,
equating to 1 per cent of the UK total and 15 per cent of total visitor spending in Northern
Ireland. Spending by UK residents in Northern Ireland reached £1.3 billion in 2009, of which
£0.9 billion was spending on day trips. Unlike Wales and Scotland, spending on overnight
stays was split fairly evenly between Northern Ireland residents (55 per cent) and residents
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of the other UK nations (45 per cent); over 97 per cent of day trip spending is generated by
Northern Ireland residents.

5.6. The Visitor Economy’s current contribution by trip-type
Estimates for the economic importance to the UK of different types of overnight trips are
shown in Figure 5.6.a. It shows estimates for the direct Value Added contribution to GDP for
domestic visitors undertaking various overnight trip types. This analysis is based on
apportioning the overall contribution using data on the percentage of expenditure in the
Visitor Economy that is derived from these trip types. The largest value added contribution to
GDP comes from domestic trips to large cities and towns followed by seaside trips.
Figure 5.6.a: Economic contribution of the domestic Visitor Economy by trip destination, GDP £bn,
2008
Countryside/village
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Source: Oxford Economics

Figure 5.6.b shows the estimates for the economic importance of different types of overnight
trips to each of the nations. Trips to large towns/cities generate the highest economic
contribution compared to other trip types in all nations except for Wales where the biggest
contribution is from seaside trips. In Scotland, trips to the seaside contribute the least in
economic terms compared the contribution from other types of trip taken in the country.
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Figure 5.6.b: Economic contribution of the domestic Visitor Economy by trip destination for each
nation, GDP £bn, 2008
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Using international tourism spending data in a similar manner, it has been possible to
produce indicative estimates for the economic contribution of different types of international
trips for each of the nations. This analysis – shown in Table 5.6.c – reveals that international
trips lasting between 4 and 7 nights make the largest contribution (£3.5 billion) followed by
trips lasting between 1 and 3 nights (£3.0 billion). England claims the majority of the
economic contribution from international visitors to the UK, however Scotland captures a
larger share of the contribution from 8 to 14 night stays than it does for other trip durations,
as it has a higher concentration of long-haul visitors.
Table 5.6.c: Economic contribution of international Visitor Economy by trip type, 2008

Source: Oxford Economics.

Table 5.6.d shows the economic contribution of domestic Visitor Economy by trip type. The
largest contribution is from day trips and the total contribution declines as the trip length
increases.
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Table 5.6.d: Economic contribution of domestic Visitor Economy by trip type, 2008

Source: Oxford Economics.

5.7. Origin of visitors to the UK and the nations
This section includes the latest data on international visitors disaggregated according to the
country of origin. Table 5.7.a presents the UK’s top 12 visitor origins, along with the share
each nation receives of these visits, and Table 5.7.b displays the top ten visitor origins for
each nation.
Table 5.7.a: Overseas residents' visits to the UK, 2008

Source: IPS 2008.

France was the main origin market for overseas visitors into the UK in 2008, with a total of
3.6 million visitors. However visitors from France were not the top spenders in the UK, as the
3 million visitors from the USA spent over £2.2 billion. Despite England receiving the vast
majority of visitors from all origins, Scotland attracted relatively more visitors from the USA
than the other UK nations. Equally, Wales and especially Northern Ireland received a
significantly larger share of visitors from the Republic of Ireland than from other origins (for
Northern Ireland this share is significantly higher, with visitors from Ireland accounting for
over two-thirds of total international visitors, reflecting the high level of cross border tourism).
Figure 5.7.b shows visitors to nations by the top 10 origins. Germany, Ireland and the USA
feature in the top 5 origins of all nations. The high share of Polish tourists in Scotland may
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be due to historic links between the two countries. It may also be due to Scotland’s high
share of employment in the Visitor Economy and the Visitor Economy being a sector which
has higher levels of immigrant workers than other sectors.
Figure 5.7.b: Visitors to nations, shares by origin, top 10 nations, 2008
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6. Future contribution quantified
through the model

This chapter presents forecasts for the future contribution of the Visitor
Economy – extending the quantitative analysis in Chapter Five. To provide an
indication of prospective alternative paths for the Visitor Economy, it also
assesses some hypothetical future scenarios with respect to exchange rate
changes and a change in real spending by consumers.

6.1. Forecasts for the future contribution of the UK’s Visitor Economy
The forecast is shaped by five key drivers in the model, namely:
•

Bilateral exchange rates;

•

Destination attractiveness (although relative destination attractiveness between the
nations remains unchanged);

•

Consumer spending;

•

Overall GDP; and

•

Investment.

The future tourism contribution will depend on the particular path forecast for the drivers as
well as by the interaction among the drivers and their wider implications for the rest of the
economy.
For instance, in the short-term, exchange rate movements and consumer spending influence
travellers’ decisions with an impact on the contribution of the visitor economy. A slowing
down in consumer spending is expected to lead to a decline in domestic tourism as well as
outbound trips. Meanwhile, the weakening of the Pound relative to the Euro is also likely to
reduce outbound travelling, but at the same time it provides a strong incentive for residents
in the Eurozone to visit the UK. The net effect on the contribution is uncertain, as it will
depend on the substitution between domestic and international travel.15
At the macroeconomic level, Gross Domestic Product and domestic demand are also
important determinants of activity in the tourism industry and the forecast of its economic
contribution. Healthy and sustained economic growth is to be consistent with increased
consumption and investment activity. In turn, increased internal demand is to support growth
in domestic and outbound travel as well as the expansion of tourism facilities. By contrast, a

15

It should be noted that the influence of exchange rates is a complex system and, while the
relationship with inbound/outbound travel and exchange rate fluctuations is to a certain extent known,
exchange rates react for a number of reasons. The effect of exchange rate shifts may also underlie
an inherent weakness or strength in the domestic economy. As has been seen in the UK, Sterling
may be consistently weak against a basket of currencies yet the US dollar may be strong relative to
Sterling but weak against the Euro which in turn will influence international travel intentions.
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slowdown in overall GDP is expected to translate into a decline in demand for tourism
activities and to postpone investment plans in the sector.
Role of drivers in the UK model
In terms of the relative impact of the drivers to the number of foreign visitors and the value of
the Visitor Economy (including both spending by foreign visitors and by UK residents in the
UK), our estimation shows that a 10 per cent appreciation of the Pound relative to Dollar,
would result in a 1.3 per cent drop in foreign visitors in the first year (2010) and a 1.7 per
cent decline in the UK tourism market (i.e. inbound and domestic spending). If the exchange
rate change is maintained over the following two years, the drop in foreign visitors could
reach, on average, 3 per cent and an equivalent decline for the UK tourism market.
Regarding the impact of a change in overall GDP on the tourism economy, a fall of 1.5
percentage points in the growth rate of UK GDP in the first year (2010) would bring about
several effects. Foreign visitors would rise 0.2 per cent due to a weaker Pound (driven by
the fall in GDP), while the spending of UK residents in the UK would decline by 1.6 per cent.
The net effect for the UK tourism market is estimated at -0.6 per cent. If the GDP fall is
maintained over the subsequent two years, the net loss for the UK tourism market could
reach -3 per cent (largely the results of lower domestic spending).
Changes in overall consumption have the potential to result in opposite effects to the UK
tourism market. For instance, a simulation with the model (not shown in the tables) shows
that a 2 per cent rise in overall consumption in a given year (keeping constant the exchange
rate and other macro economic variables) could result in a drop of up to 1 per cent in the UK
tourism market largely due to a switch of UK residents from domestic to outbound travelling.
The destination attractiveness driver has an influence over the longer term. This is a
composite index that is set to reflect developments in a number of factors such as tourism
infrastructure, regulatory framework, business environment and policy support. The model
assumes that this driver remains constant over the forecast period, that is, that there are no
major changes in terms of the attractiveness of the UK as a tourism destination relative to its
main competitors.
Overall investment is modelled to have a direct link to the expansion of tourism infrastructure
(e.g. hotels building and transport infrastructure). However, additional investment spending
only has an impact on the overall GDP economy measure. The measures of the UK tourism
market, as well as those of the direct industry GDP and employment contribution do not
include investment in their estimation.
Finally, there are other residual factors with the potential to shape the forecast. Among them
are changes in economic conditions (e.g. GDP or private consumption) in the main origin
markets for the UK (e.g. US, Germany, France), or changes in price differentials. And there
is always the potential of unexpected crises affecting visitors’ confidence (recent examples
are the 2001 foot & mouth crisis and the July 2005 London attack). However, unforeseen
events are not part of the modelling work.
In the short to medium term, those drivers influencing demand conditions are to dominate
the forecast. This is the case of exchange rate fluctuations, consumer sentiment and
prospects for economic activity in the UK and the main origin markets. In the longer term,
the health and development of the tourism industry largely depends on supply side factors
such as the expansion of infrastructure and the relative attractiveness of the destination.
Direct contribution
As a result of Oxford Economics’ forecasts, the UK model estimates that the Visitor
Economy’s direct contribution to GDP will remain stable in 2010, increasing slightly to £53
billion, as the economy continues to recover from recession. Over the longer term, the model
forecasts that the UK Visitor Economy will directly contribute 4.1 per cent of UK GDP in
2020, generating 1.5 million jobs (4.6 per cent of total employment).
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Indirect contribution
The wider measure of the Visitor Economy’s contribution to GDP – the T&T Economy
measure – is forecast to remain unchanged in nominal terms in 2010 at £115 billion. By
2020, the Visitor Economy’s wider contribution to GDP is forecast to reach £188 billion,
accounting for 8.8 per cent of total UK GDP and generating 2.9 million jobs (8.9 per cent of
total employment). This is illustrated in table 6.1.a below which is based on balance of
payments data and follows the TSA methodology. It includes spending from trips abroad and
also includes Government spending and capital investment impacts. It follows a ‘top down
approach’.
Table 6.1.a: The Economic Contribution of the UK Visitor Economy sector, current prices

Source: Oxford Economics

Spending
Forecasts for the UK Visitor Economy indicate that all tourism spending is expected to rise
modestly in the short term, as the global economy moves out of recession. Stronger growth
is not expected due to domestic residents substituting foreign holidays for domestic trips as
their disposable income rises.
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Table 6.1.b: UK Expenditure in the Visitor Economy, 2009-2020, current prices

Source: Oxford Economics

Table 6.1.b is based on a ‘bottom-up approach’ using survey data (from UKTS, IPS and
NIPS). It covers spending by tourists and total spend in the UK rather than total demand for
tourism (which is presented in table 6.1.a). The long term forecast for Visitor spending in the
UK is more positive, averaging real growth of 3.0 per cent per year between 2010 and 2020.
Within this growth, spending by foreign visitors to the UK (including fares) is projected to
almost double to £36 billion in 2020; domestic spending by UK residents is forecast to rise
from £72 billion in 2010 to £113 billion in 2020, driven by strong growth in spending on day
visits.16
Output
The long-run GVA growth rate in the UK is 2.9 per cent.17 This macroeconomic growth rate,

however, masks many interesting variations across sectors. In the long term the wider
Oxford Economics Macro Model forecasts that the economy will be driven by growth in
financial and business services and sectors such as construction, The UK’s manufacturing
sectors are projected to grow significantly slower, with public administration and defence is
forecast to grow slightly over the period. Against this back drop, the UK’s Visitor Economy is
forecast to be one of the best-performing sectors, with above average growth at 3.5 per
cent.

16

It should be noted that the data for day visits is based on the most up to date data but in some
instances in a little dated. These are therefore the best estimates based on the latest available
information.
17
Note that GVA is a measure of value added and not gross output. It is analogous to GDP.
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Table 6.1.c: Growth in sectoral GVA across the UK economy, 2010-2020
Manufacturing - chemicals & pharma.
Manufacturing
Electricity, gas & water
Construction
Retailing, hotels etc

Tourism is the
fourth fastest
growth sector

Transport & communications
Tourism
Financial services
Business services
Public admin & defence
Education
Health

total
0%

1%

2%

3%

4%

5%

Source: Oxford Economics.

6.2. Forecasts for the future contribution of the Nations’ Visitor Economies
The construction of the UK and national models is such that the forecasts for each nation
are driven by UK level trends. However, the impact of these trends will differ depending
upon the nation – for example we have seen that Scotland receives a relatively higher level
of visitors from the USA than from other destinations, therefore a movement in the PoundUS Dollar exchange rate will affect Scotland in a different manner to the rest of the UK; a
similar story is true for movements in the Euro exchange rate for Wales and Northern
Ireland.
With this in mind, Table 6.2.a, presents the nation model’s forecasts of the Visitor
Economy’s economic contribution in 2020.
Direct contribution
The model for tourism in England forecasts that the Visitor Economy will grow to contribute
£73 billion in Value Added in 2020, increasing its share of total England GDP to 4.0 per cent.
By reaching this level, the Visitor Economy sector will directly support 1.2 million jobs,
accounting for 4.5 per cent of total employment in England.
The results from the Scottish model suggest that the Visitor Economy will contribute £8.5
billion in Value Added in 2020, equating to 5.1 per cent of Scottish GDP (up from 4.9 per
cent in 2009). It is projected that in 2020 the Visitor Economy sector in Scotland will directly
support 157,000 jobs, representing 5.7 per cent of Scottish total employment.
The Welsh Visitor Economy is forecast to contribute £4.4 billion in Value Added to the Wales
economy in 2020, equating to 6.1 per cent of total Welsh GDP. In doing so, the Visitor
Economy will directly support 95,000 jobs, increasing its relative share of total employment
in Wales to 6.9 per cent.
The forecast generated by the Northern Ireland model, projects that the Visitor Economy in
Northern Ireland will deliver £1.0 billion in Value Added in 2020, maintaining a share of 2.1
per cent of total Northern Ireland GDP. Similarly, the model projects that the share of total
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Northern Irish employment which is directly supported by the Visitor Economy sector is
forecast to remain at 3.0 per cent, equating to 27,000 jobs.
Table 6.2.a: The Economic Contribution of the nation’s Visitor Economy sectors, current prices18

Source: Oxford Economics.

Indirect contribution
Looking at the broader contribution of the Visitor Economy, the English model forecasts that
the total contribution of the Visitor Economy will reach £158 billion in 2020, accounting for
8.6 per cent of English GDP. As a whole, the Visitor Economy is forecast to support 2.4
million jobs in 2020, representing 8.7 per cent of total employment in England (up from 8.6
per cent in 2009).
In Scotland the overall contribution of the Visitor Economy is forecast to equal £17.3 billion
of GDP, maintaining its relative share of 10.4 per cent of total Scottish GDP. In total the
Visitor Economy in Scotland is projected to support 288,000 jobs in 2020, representing 10.5
per cent of total employment in Scotland.
The Welsh Visitor Economy total contribution to GDP is forecast to grow in nominal terms to
£9.8 billion in 2020, increasing its share of total Welsh GDP to 13.6 per cent. To support this
growth, employment supported by the Visitor Economy is projected to reach 188,000 in
2020, representing 13.7 per cent of total Welsh employment.
Finally, the Northern Ireland model forecasts the overall contribution of the Visitor Economy
to reach £2.1 billion in 2020, although its relative share of Northern Ireland’s GDP falls
slightly to 4.3 per cent. Employment supported by the Visitor Economy is forecast to grow to
41,000 in 2020, although here too there is a slight decline in the share of total employment
to 4.6 per cent.
Spending
From a level of £75 billion in 2009, total visitor spending in England is forecast to grow to
£124 billion in 2020, representing an average annual growth of 3.0 per cent in real terms

18

Please note, the difference between the UK estimates (presented in table 6.1.a.) and the sum of the nations for visitor
exports and outbound tourism is the result of intra-UK movements. Any trip between UK nations in this table 6.2.a. is treated as
an import/export in the context of the table which presents each of the nations. In addition, as outlined previously, estimates
provided in this report are based on the definition of the Visitor Economy established in the previous study ‘The economic case
for the Visitor Economy’. This is to ensure consistency between the nations. However, we recognise this may therefore provide
alternative estimates to those within the tourism strategies for each nation, where relevant.
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between 2010 and 2020. Despite this strong growth, England’s share of the total UK visitor
spend is forecast to remain at 84 per cent. Spending by international visitors to England is
forecast to reach £31.8 billion in 2020 and account for 26 per cent of total visitor spending in
England. UK residents are projected to spend £92.5 billion in the England Visitor Economy
in 2020, of which day trips accounted for slightly more than 70 per cent.
Scotland is projected to see total spending in the Visitor Economy increase in real terms by
2.9 per cent per annum between 2010 and 2020, to reach £14.8 billion in 2020. Spending by
international visitors is forecast to form a smaller share of total spending in Scotland than in
England, with the projected spend of £3.1 billion equal to 11 per cent of total Scottish visitor
spending. UK residents are forecast to spend £11.6 billion in Scotland in 2020. Spending on
day trips, which is forecast to account for over 60 per cent of this total, up from just over a
half in 2009, is once again expected to be dominated by Scottish residents’ spending.
Spending on overnight stays is again expected to be heavily dependent upon visitors from
the other UK nations.
Total spending in the Wales Visitor Economy is expected to grow by 2.6 per cent per annum
in real terms between 2010 and 2020, to equal £7.1 billion in 2020, retaining its 5 per cent of
total UK Visitor Economy spending. Spending by international visitors to Wales is expected
to double by 2020, to reach £0.8 billion in 2020, while spending by UK residents in Wales is
forecast to reach £6.4 billion, equating to 89 per cent of total spending in Wales. UK resident
spending in Wales is expected, like Scotland, to see spending by Welsh residents dominate
day trip spending, and spending by residents of the other UK nations dominate spending on
overnight stays.
Northern Ireland is forecast to retain its 2 per cent share of total spending in the UK Visitor
Economy in 2020, with spending expected to equal £2.5 billion, a real annual growth of 2.8
per cent between 2010 and 2020. Spending by international visitors is expected to reach
£0.4 billion in 2020, or 16 per cent of total visitor spending in the nation. Spending by UK
residents in Northern Ireland will reach £2.1 billion in 2020, of which £1.5 billion is expected
to be spent on day trips. Although spending on overnight stays remains fairly evenly split
between Northern Ireland residents and residents of the other UK nations, visitors from the
other UK nations are expected to hold the majority share (59 per cent).
Table 6.2.b: Expenditure in the nation’s Visitor Economies, 2009-2020, current prices

Source: Oxford Economics.

Output
Of the four nations, England is forecast to see the highest GVA growth for the whole
economy between 2010 and 2020 (3.0 per cent), with Wales expected to see the slowest
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growth (2.4 per cent). The key stories for the nations are the same as those from the long
term wider Oxford Economics Macro Model for the UK: growth is driven by the strong
performance of the financial and business services, and construction sectors (although
Wales sees lower growth than the rest of the UK in each of these sectors), and,
manufacturing and public administration are amongst the slowest growing sectors.
The tourism sector (as highlighted by the orange circle in the table) is expected to
outperform the growth in the economy as a whole and other key sectors such as
manufacturing.
Table 6.2.c: Growth in sectoral GVA across the nation’s economies, 2010-2020

Source: Oxford Economics.

6.3. Hypothetical future scenarios
The Visitor Economy forecasts discussed above are based on Oxford Economics’
Macroeconomic Forecasting Service. A consistent view of the global outlook is used to
produce internally consistent forecasts within the TSA framework.
In order to give an indication of prospective alternative paths for the Visitor Economy this
section considers two hypothetical future scenarios with respect to:
•

Exchange rate changes; and

•

A change in consumer spending levels.

Scenario 1: Exchange rate changes
The first scenario considered examines the potential impact of a sustained change19 in
exchange rates on the Visitor Economy of the UK and the four nations. Specifically this
scenario investigates the impact of a 10 per cent depreciation of Sterling relative to major
international currencies, beginning in 2010.

19

Defined as a significant variation that lasts indefinitely.
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Significant changes in exchange rates are not uncommon – between the end of 2007 and
the end of 2009 Sterling depreciated by 25 per cent against the US Dollar – and therefore
represents a feasible scenario for the Visitor Economies of the UK and its four nations. Table
6.3.a displays the scenario results for the UK, both in absolute and relative terms, as a
change from the baseline forecast presented earlier in this chapter.
Following a 10 per cent depreciation in 2010, the UK model projects that the number of
international visitors to the UK will increase by over 1 million per year in 2011 and 2012,
equivalent to a 3 per cent increase from the baseline. Attracted by visits to the UK becoming
relatively cheaper, spending by international visitors is projected to increase by £300 million
in both years (an approximate increase of 1.6 per cent).
As travelling abroad becomes more expensive for UK residents, the model’s results indicate
that domestic spending will increase by £1 billion (a 1.2 per cent increase), while spending
by UK residents abroad is forecast to fall by £700 million (or 1.7 per cent).
Over the period to 2012 impacts on:
•

Employment – 49,000 additional jobs supported

•

GDP – Cumulative increase of £6 billion.

Table 6.3.a: Exchange rate scenario UK results

Source: Oxford Economics.

The themes found in the results of the scenario at the UK level – increasing tourism GDP
through additional international visitor and domestic spend – are also encountered at the
nation level. Table 6.3.b displays the change from the baseline forecast for each of the
nations in 2012.
Residents of each country are equally deterred from spending abroad due to the weakening
of Sterling. By 2012, all nations will see residents’ spending abroad fall below the baseline
forecast by 1.7 per cent.
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Table 6.3.b: Exchange rate scenario Nation results 2012

Source: Oxford Economics.

As seen in the UK results, a fall in outbound expenditure does not imply that residents are
foregoing any form of tourism, rather they substitute domestic holidays for holidays abroad.
Consequently, we see increases in UK resident’s domestic spend in all nations, however,
due to domestic visitor trends within the UK, the impact on each nation differs. Scotland and
Wales both see the largest relative increase of domestic spending in 2012 (amounting to an
additional 1.7 per cent), whereas England and Northern Ireland experience smaller
increases of 1.2 per cent. The cause of this differential is the importance visitors from other
parts of the UK (predominantly England) play in the tourism economies of each nation.
Residents are expected to spend more domestically, with Scotland and Wales seeing more
trips than England and Northern Ireland. Therefore Scotland and Wales should experience a
larger relative increase in domestic spending.
Similarly, differences between the nations, in composition of international visitors, results in
different relative increases in the levels of international visitor spending for each nation.
England and Scotland (1.6 per cent) both experience larger increases of international visitor
spending in 2012 than Wales and Northern Ireland (1.5 and 1.4 percent). This differential is
primarily due to the greater proportion of visitors from North America that England and
Scotland receives, as these visitors spend in greater quantities than visitors from elsewhere.
Wales and Northern Ireland receive lower levels of North American visitors as a percentage
of total international visitors, but receive relatively more visitors from the Eurozone.
The net effect of the scenario in GDP terms also differs between countries. Scotland, Wales
and Northern Ireland all see tourism economy GDP increase by approximately 2.5 per cent
above the baseline forecast. For Scotland and Wales this is a result of the large increase in
domestic spending. For Northern Ireland however, where domestic spending did not change
at the same level as in Scotland and Wales, this growth is driven by a larger relative
importance of domestic consumption than in the other nations. England witnessed a 1.7 per
cent increase on the 2012 baseline forecast.
Scenario 2: Consumer spending level changes
The second scenario considered examines the impact of a reduction of the growth of
consumer spending in the UK, potentially as a result of increased taxation levels.
Specifically, over the period 2010-2012, consumer spending is modelled to experience zero
real growth.
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Modelling this scenario is a two-stage process, incorporating both the UK and national
tourism models, and the Oxford Economics Macro Model. In the first stage, a scenario of
zero real consumer spending growth is run within the macro model to generate new GDP,
private consumption, exchange rates and other relevant variables. These new variables are
then passed through the UK and nations tourism models to determine the impact upon the
Visitor Economies of the UK and the four nations. Table 6.3.c presents the impact of this
scenario on the UK.
A fall in consumer spending, as seen in this scenario, would reduce tourism spending by UK
residents. Spending by UK residents abroad sees large falls, increasing in size from £0.3
billion in 2010 to reach £2.7 billion by 2012 (or a fall of 6.1 per cent from the baseline).
Domestic spending also experiences significant falls, amounting to a £0.6 billion in the first
year, rising to £4.3 billion in 2012 – driven by large falls in spending on daytrips.
Table 6.3.c: Consumer spending scenario UK results

Source: Oxford Economics.

However, on the positive side, reduced consumer spending in the UK causes Sterling to
depreciate attracting additional inbound visitors to the UK, as seen in the previous scenario.
Although small at first, the number of additional international visitors grows from 28 thousand
in 2010 to 406 thousand in 2012.
Nevertheless, the increase in international arrivals does not translate into significant
spending increases (only 0.1 per cent greater than the baseline forecast in 2012), as the fall
in general demand leads reduced inflation and falling spend per night.
The overall impact of the scenario over the period to 2012 equates to:
•

Employment – loss of 99,000 jobs

•

GDP – Cumulative loss of £7.4 billion.

As with the previous scenario, the themes found in the results of the scenario at the UK level
– reduced tourism GDP as a consequence of reduced demand – are echoed at the nation
level. Table 6.3.d displays the change from the baseline forecast for each of the nations in
2012.
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Residents of each country are equally deterred from spending abroad due to the
combination of reduced consumer spending and the weakening of Sterling. By 2012, all
nations will see resident’s spending abroad fall below the baseline forecast by 6.1 per cent.
Table 6.3.d: Consumer spending scenario nation results 2012

Source: Oxford Economics.

As discussed for the UK results, increases of spending by international visitors are limited by
falling inflation on the back of falling demand. Consequently, despite significant increases in
the number of visitors, the nations witnessed only a slight increase of around 0.1 per cent
from the baseline forecast in 2012.
Whereas the previous scenario saw UK residents switch from spending abroad to spending
within the UK, in this scenario domestic spending also falls. By 2012, all four nations will see
UK residents’ domestic spend fall approximately 5.3 per cent below the baseline forecast.
Differences between the nations are the result of the differing proportion of domestic
spending attributed to daytrips (which experiences a greater decline than overnight stays).
The net effect of the scenario in GDP terms also differs between countries, which declines in
2012 ranging from 3.5 per cent and 5.8 per cent of the baseline forecast. Differences
between the nations are the result of a combination of factors, including the relative
importance of international and domestic visitors to GDP, and the size of domestic
consumption as a proportion of GDP, England sees the smallest decline in Visitor Economy
GDP, falling by £3.7 billion in 2012, down 3.5 per cent from the baseline forecast; total
employment supported by the Visitor Economy in England mirrors this change. Northern
Ireland experiences the largest fall in Visitor Economy GDP (5.8 per cent from the baseline
in 2012) as a result of demand for tourism by residents (both domestic and international
tourism) being significantly more important than in the other three nations. Scotland and
Wales witness falls in Visitor Economy GDP and employment of 4.4 per cent and 3.8 per
cent respectively.
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7. Future challenges and
opportunities

This chapter summarises the future challenges and opportunities for the UK
Visitor Economy as a whole, as well as specific issues for each of the Nations.
The previous study identified key considerations for how the UK Visitor Economy could
retain and develop its current strong position, remain differentiated, attract high value-add
tourists and continue to contribute to UK Plc in economic terms – enabling competition with
countries which are further developing their tourist offer, in infrastructural and destination
terms.
The preceding analysis in this study has shown how the characteristics and quantifiable
contribution of the Visitor Economy in each of the nations compares and contrasts. Each
nation has a unique offer but there are underlying factors which affect all nations. In light of
both quantitative and qualitative analysis presented in previous chapters, this chapter
focuses on assessing what the opportunities and challenges are, and consequently the
focus areas for each of the nations to maximise the potential of their future Visitor Economy.
It does not revisit all the relevant issues as these are detailed in the previous report.

7.1. Issues facing the Visitor Economy
Below is a table which summaries the key issues – both opportunities and challenges faced
by the nations, based on our analysis. It highlights the opportunities, unknowns and threats
using the traffic light colours of green, yellow, and red, respectively.
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Figure 7.1.a: Summary of key issues facing the UK Visitor Economy

Source: Deloitte analysis

These issues are outlined in further detail below and, where applicable, consideration is
given to which nations are more exposed to a particular challenge or opportunity. The issues
– which emerged during consultations – are predominantly ‘unknown’ or ‘threats’ which has
implications for forecasts that there are many downside risks that could damage the Visitor
Economy unless it receives the right level of support.
Political/legislative issues:
•

Geopolitics – Although this is, in some ways, an unknown, some geopolitical issues
may become influential in determining prospects for both future inbound and
domestic tourism. There is no one nation that is likely to be affected in isolation. For
instance, traditionally Northern Ireland Troubles would have restricted the Visitor
Economy but it now has the ability to leverage opportunities to expand its tourism
offer and market. The recent impact of the volcano eruption and policy decisions
around airport closures and restrictions may encourage more people to take holiday
in UK.

•

Funding – During the recovery from recession there are ramifications for all Nations
as Government budgets tighten. Given the current need for public sector support and
the extent of supported employment, cut-backs could disproportionately impact on
the Visitor Economy. Changes in funding structures often influence the available
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stock of facilities within a country. This was evident with the introduction of National
Lottery funding in the UK in the 1990s. Many assets – such as churches, historic
properties and gardens – rely heavily on visitor donations. The new political
environment and deficit reducing plans, as well as the decision not to build additional
runways at Heathrow, Gatwick or Stansted and support for high speed rail will also
have implications for the Visitor Economy.
•

Legislative issues – It is difficult to predict or influence future legislative challenges
but they should be considered nonetheless as they could have knock on impacts on
consumer and business behaviours. Higher taxation, for instance, could lead to lower
levels of travel and spending in the Visitor Economy.

•

Investment in transport and other infrastructure – Maintaining and developing
transport and other infrastructure to improve access to the Visitor Economies will be
critical in supporting the growth of the Visitor Economy. Political discussions have
highlighted the need for transport infrastructure to be protected from budget cuts but
there is no suggestion at present as to which areas would bear the brunt of the
necessary cuts. Based on the latest model outputs from the bespoke model
developed for this study, and a comparison with data from WEF Travel and Tourism
report, around 8.9 per cent of the UK’s economic output is generated by tourism,
which is above the global average and many competitor economies. This is shown in
the Figure 7.1.b
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Figure 7.1.b: Relationship between road and rail infrastructure and GDP contribution of
tourism, 2009

With 8.9 per cent of the UK’s
economic output being generated
by tourism – it is above the global
average and other competitors

Source: WEF Travel and Tourism Report and Deloitte analysis.

•

Capacity Constraints (Asset utilisation) – The issue with asset utilisation is that
capacity in certain sectors is under-utilised, often due to the seasonal pattern of
tourism activity. This is particularly an issue for Northern Ireland. Based on different
types of accommodation, hotels tend to have the highest bedroom occupancy
(around 60 per cent based on the latest occupancy survey), guest houses had
occupancy of 53 per cent and B&Bs just 47 per cent. This is potentially related to the
fact that B&Bs are more reliant on holiday visitors and therefore more exposed to
seasonal variations. However, as climate seasonality cannot be influenced, to some
extent options to hold year-round outdoor activities and events are limited.

•

Capacity Considerations (Transport) – Recent years have seen significant growth
in the number of inbound visitors. Research by VisitBritain highlights that, given the
growth opportunities from emerging long-haul destination economies, such as Asia, it
is important to remain competitive through investment in transport infrastructure –
including hub airports.
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Economic

20

•

Macroeconomic – Although economic growth in the UK is expected to recover a
number of global concerns and uncertainties still exist. One of the biggest drivers is
exchange rates. Although it is difficult to predict the longer term impacts – the
scenarios in the previous chapter give an indication of what could happen – with our
analysis highlighting that England and Scotland are likely to benefit the most given
the boost in spending by international visitors in the medium term. The consumer
spending scenario highlighted Northern Ireland and Scotland as the Nations most
exposed, although impacts would also be felt by England and Wales. However, there
is clearly much uncertainty with regard to what recovery from the recession will be
like – particularly within each of the nations.

•

The London 2012 Olympic Games and Paralympic Games – The Games offer an
unprecedented opportunity to boost inbound tourism to the UK over the next decade.
The potential tourism benefit has been estimated at around £2.1bn between 2007
and 201720. The benefits are forecast to arise alongside the boost to ‘sports tourism’,
increased numbers of business visits and, particularly in the post Games period,
extra holiday visits to the UK due to increased awareness of the London and Britain
offer. This will be particularly relevant to England, although the other nations should
also benefit from spillover effects. However, recent discussions by the Tourism
Alliance questioned whether Government is doing enough to support Olympic
tourism having cut funding to VisitBritain at a time when the benefits of the largest
global event should be fully leveraged.

•

Competition and the changing market place – The UK has experienced a decline
in its market share of international tourism receipts primarily due to shorter stays and
expanding range of destinations on offer to visitors. This will become more of a
challenge as more destinations become accessible and public funding invested into
marketing countries increases elsewhere. In 2009, the UK ranked 11th out of 133 in
the competitiveness ranking (down 5 places from 6 in 2008). This, combined with
large scale investment in other emerging tourism markets signals a challenge for the
UK and its nations to remain competitive. Another consequence of growing
competition, and the availability of low-cost air routes, has been a sharp rise in the
propensity of UK citizens to take overseas trips. The average person spent 6 days
abroad in 1990 and this has now risen to 11 days per year (based on data from the
IPS). There has been a trend in longer trip length for inbound visitors but the offer
has also changed quite significantly over the years. There is also growing interest in
emerging economies such as those in the Middle East – which have seen strong
growth in tourism. This is illustrated in Figure 7.1.c.

Value of Olympic and Paralympic Games to UK Tourism, Oxford Economics, September 2007
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Figure 7.1.c: Global travel and tourism rankings and the contribution of land transport
infrastructure, 2009

The UK currently ranks
highly but has dropped
5 places from 6 to 11
in the latest WEF
Travel and Tourism
report

Middle East competitors are
heavily investing in their
Visitor Economies so may
move up in future rankings

Source: WEF Travel and Tourism Report and Deloitte analysis.

•

Shifts in consumer behaviour following recession – Changing patterns of leisure
time and discretionary income are influencing the form of attractions such as
consumers demanding goods and services that meet their needs and quality
expectations. This is an unknown and could be a future challenge or opportunity as
renewed consumer frugality is likely to minimise the value per person as people
demand greater value for money. However, the behavioural shift could change in
travel patterns, with the recent boost to domestic trips being sustained over the
longer-term with the appropriate strategic support. Another growing trend cited during
consultations, is organic/food tourism, which could provide rural areas with
opportunities for leverage in future.

Social
•

21

Demographics – The shift in the age profile with the ageing population could lead to
potential increases in ‘inter-generational’ travel whereby grandparents take their
grandchildren on holiday, more older ‘singles’ due to higher rates of divorce. In
addition, the older consumer market has historically been more heterogeneous than
the younger consumer market with respect to preferences, motives, and spending
patterns; and tourism trends would be no exception.21 However, discussions during

Travel and Leisure Services Preferences and Patronage Motives of Older Consumers

68

consultations suggested that “60 is the new 40” and therefore consideration should
be given to the possibility that preferences may change.
Technological
•

Digital/Distribution – This is an area of fast moving developments, with new
technological applications becoming as ubiquitous as the mobile phone. Some
concepts will play a major role in the way tourists access information, book trips and
experience their destination. For instance, mobile phone apps and social networking,
such as Facebook and blogging, are already being used as promotional tool for each
of the Nations. Not all technological developments represent opportunities for the
Visitor Economy as communicating face-to-face, in business or for leisure, may
become less necessary through services such as Skype, the need for some trips
may diminish as colleagues or friends ‘meet up’ without leaving their respective
offices or homes. Communications technology has been used to organise
spontaneous events involving scores of people who have never met one another
before, the so-called ‘flash-mobbing’ phenomenon. There may be other types of
activity that are ‘invented’ by the public in future, some of which may have
implications for tourism businesses. In addition, the use of technology to enhance the
presentation of the assets is a growing trend but this could be a challenge for
smaller, more rural areas.

Environmental
•

Climate Change and the Environment – If climate change does become a reality in
the UK then the pessimistic outlook could see seafront properties being uninsurable
as sea levels rise, water shortages each summer denuding the attractiveness of UK
gardens and parkland and the risk of skin cancer keeping people away from sun
soaked beaches. Whereas the optimistic outlook might result in Mediterranean
destinations being shunned by tourists due to excessive heat, with UK resorts taking
on the mantle of the place to go for sun and beach holidays. In the countryside
winery tours would become popular as some current crops are replaced in favour of
vineyards. Climate change and the environment may have been less of a priority
area during the recession but in the long-term, there is a need to be focus on these
issues to reap benefits.
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Legislation
•

Taxation and regulation – changes in taxation and regulations could impact the
price and general competitiveness of the Visitor Economy relative to other countries
by reducing visitor numbers and/or spend as well as constraining businesses growth
– particularly on the more vulnerable SMEs. This could be through higher taxation
such as Air Passenger Duty – which could increase the cost of a trip to the UK – or
through more complex visa application processes – which could reduce or divert
demand for trips to the UK. When combined, these issues could have a significant
impact on the UK, as other competitors develop their Visitor Economy propositions.

7.2. Policy considerations
Each nation has a specific strategy which has been developed to achieve ambitious
outcomes in the Visitor Economy. It will be important for Government, public sector agencies
and business to work together to ensure that these outcomes presented in Chapter 6 are
achievable. To complement the strategic actions and focus already in place within each
nation, and deal with the challenges they may face, the policy considerations shown below
are also based on the literature review and analysis conducted as part of this study.
Table 7.2.c presents the issues outlined above and in table 7.1.a. and highlights which of
nations are more exposed to each of the key issues.
Figure 7.2.c: Summary of key issues facing the UK Visitor Economy

Source: Deloitte analysis.
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Many challenges can be turned into opportunities, and there are a number of issues that
both public and private sector tourism stakeholders need to tackle in the coming years in
order to ensure that the industry can continue to experience strong growth and leverage
opportunities such as the 2012 Olympic Games. The industry must be ready to respond to
rapidly changing consumer behaviour and expectations, and to respond effectively to future
known and unknown challenges. Clearly, some issues are easier to tackle than others, and
this may require more resource or involvement from central government.
The issues, although similar in many ways, detail key differences for each of the nations, in
the context of the offering and composition of the Visitor Economies in the UK, which mean
that the areas for future focus will be different. The nation dashboards provide a summary of
particular issues facing each nation and collectively help to compare and contrast the
offering and future challenges and opportunities facing each nation.
There are clear overlaps in the considerations for the nations, but this research has
culminated in the following overarching areas for focus:
1. Identify the focus areas/priority markets and reflect this offer in support
services.
a. This is likely to vary within the nations but each nation should consider its
offer and identify how to balance the level of investment between international
and domestic markets based on the Visitor Economy proposition.
b. For instance, where the Visitor Economy caters mainly for the local market, it
will require facilities that allow this. This is particularly relevant for the rural
areas which have traditionally seen fewer large hotels and, although they
need to modernise to keep up to date with trends, it is important to retain their
original appeal/authenticity.
c. Likewise, others may cater more significantly for the international market,
acting as key flagship attractions within a destination. Events, parades and/or
carnivals help to increase awareness of tourist destinations by becoming
associated with major cities. This occurred with the Lord Mayor’s Show in
London. There is a major opportunity for all nations – and particularly England
– to exploit the Olympic Games. Wales and Scotland have an opportunity to
promote their positions on the ‘global map’ following the Ryder Cup in the
coming years and there is also an opportunity for Scotland to increase its
profile levering the 2014 Commonwealth Games and Homecoming event.
Iconic festivals also help develop a ‘new product’ – such as Scotland’s ‘T in
the park’. However, it is important to maintain the quality of existing products
and the mainstream offer.
d. The type of visitor that is targeted is also dependent on the maturity of the
nation’s Visitor Economy and thus its objectives. England is seeking to
increase spend and volume of visitors to increase the tourism value overall
and Northern Ireland’s aim is to increase revenue by increasing both the
volume and value of visitors to move away from the nation’s current relatively
dependency on trips to visit friends and relatives. In addition, Scotland has
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identified a need for more conference facilities which are currently relatively
dispersed to grow its offer around business tourism.
2. Support from central government for business and employment.
a. There is a need to consider sub-regional impacts as one size does not fit all.
This requires work with Local and Unitary Authorities and associations of
authorities to ensure that policy is joined-up. In particular, rural economies are
dependent on tourist expenditure. The analysis has shown that foreign
holidays taken by UK residents have fallen due to an unfavourable exchange
rate and have, in part, been replaced by more domestic tourism; but if spend
by tourists continues to fall it will be more important to increase volumes of
visitors.
b. The previous study by Deloitte identified the market failure associated with
the provision of information, due to low incentives for marketing and
coordination in a free market environment. The analysis in this report
highlights the reliance on tourism in many districts across the UK therefore
further stresses the importance for intervention in this industry. In turn this will
support many local economies and provide opportunities – particularly for low
skilled workers and workers requiring flexible employment.
c. In rural areas there is a particular need to reflect the demographics as
employees may need to travel further to get to work so families may need
parents to work part time. Small and medium sized enterprises (SMEs) are
particularly vulnerable as they face greater strains through higher costs and
are less able to innovate through technology. Government should therefore
provide the necessary support to help improve knowledge of and access to
these areas.
3. Adapt to changing trends.
a. Consumer attitudes, particularly post economic downturn imply a future of
higher consumer frugality and desire for value for money. Businesses will
need to adapt and innovate to tackle this potential challenge, organisations
such as VisitBritain will also have to adapt and target more effectively. This is
reflected in its current strategy which has identified key target markets and is
aimed at marketing the most relevant offers to each of these.
b. There are, however, opportunities from changes in trends such as the ageing
population which provides tourism with the ‘grey pound’ as well as food
tourism, wellbeing tourism and green travel and eco-tourism which can
benefit rural areas in particular.
c. Green travel and eco-tourism could provide a boost to domestic travel and
those on short-haul flights to the UK, but it could also imply fewer long-haul
trips to the UK.
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4. Innovate and invest whilst preserving brands and marketing activity.
a. Innovative techniques could help to keep the UK and its nations at ‘front of
mind’ for both ‘first time’ and ‘repeat’ travellers or they might otherwise go to
other destinations. The UK is already at the forefront of innovation but the
challenge will be for smaller, local areas. This will also help to encourage
visitors in London to take trips out of the capital – boosting tourism in the
other UK destinations.
b. The aim to continue to be creative and leverage the advanced technological
capabilities to keep Britain on the global radar is key. This is relevant for all
the nations.
c. VisitBritain currently leads in markets where there is less understanding of the
Britain offer, such as Russia and Mexico. It is important that this is continued
in future using the most appropriate media for marketing in each country.
d. There is also potential for nations to promote themselves on the world stage
but it is important to maintain the distinctive and unique features they
currently have while accessing the global market. There is a need to use the
‘brands’ in a targeted way – and also using the most appropriate media and
resources – to market these features in the appropriate destination markets.
e. It is important to leverage investment in other industries which could
consequently attract inward investment
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Annex A – Top 50 districts with
highest share of employees in the
Visitor Economy
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Annex B – Self-employment jobs

Figure AB.1 – Share of self-employment jobs in tourism and UK economy

Source: Labour Force Survey and Deloitte analysis.
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Annex C – Technical methodology

Introduction
Unlike the previous 2008 study, this year’s update of the VisitBritain UK Tourism Model moves beyond the UK
model to incorporate individual models of the UK’s four nations. Developed by building upon the same framework
as the UK model, the models for England, Scotland, Wales and Northern Ireland provide a significantly greater
insight into the performance of the tourism economy in the UK. In order to ensure consistency between the four
models and the UK model, each of the national models requires specific outputs from the UK model, which are
adjusted to suit that particular nation’s characteristics. This short note documents the adjustments required for
each of the variables presented in the models’ outputs, as well as information on data sources. Where no
adjustments have been made, the reader is directed to the previous VisitBritain report’s methodological annex.
Definition
Throughout this document there is reference to non-residents, whose definition differs slightly between the UK
model and the nations’ models. In the UK model this refers to non-UK residents, whereas in the nations’ models
non-residents are defined as non-UK residents plus UK residents in the other UK countries – for example for the
England model non resident refers to non-UK plus Scotland, Wales and Northern Ireland residents.
Conversely, for the UK model the term residents equates to all UK residents, while for the nation’s models it
refers to the residents of that particular nation only.
Methodology
Internal Movements Applicable Throughout the Models
The major methodological difference within the nations’ models is the decomposition of what was domestic
spending (on day trips, overnight stays, business, etc.) in the UK model, into domestic and ‘internal-UK
imports/exports’ in the nations models. This decomposition is necessary as while a resident of Wales travelling to
Scotland would be viewed as domestic travel in the UK model, in a national context Wales is importing tourism
from Scotland, and Scotland is exporting tourism to Wales. Reporting these imports and exports is essential for
the development of an accurate package of models. A similar treatment is required for the movement of goods
between the four nations.
As all of these movements are internal to the UK, they must balance as it is a closed system – exports must
equal imports. Furthermore as all are domestic in a UK context, they do not appear within the UK model, rather
they are included within domestic consumption. Intra-UK values for several variables are reported in the UK
model output table, however for the Visitor Export variable these are only presented as a means of highlighting
each country’s share of these internal movements – they are not used in the calculation of the Visitor Exports
total. However for the individual nations these are included in the domestic spending calculations.
Within the Personal Travel & Tourism and Business Travel variables, the Intra-UK values are utilized for both the
nations and the UK Disaggregation here is purely for enabling comparison of the individual nations’ performances
Tourism Contribution table
Visitor Exports
Visitor exports are calculated as the sum of non-resident travel spending in the country, plus their travel fares to
the country.
Non-UK spending data are sourced from the International Passenger Survey (IPS) for England, Scotland, and
Wales, and the Northern Ireland Passenger Survey (NIPS) for Northern Ireland. To ensure consistency with the
UK model, these raw data are scaled to total UK Visitor Spending from the UK model.
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UK travel fare data were source from the UK Balance of Payments, presented in the Pink Book, consistent with
the UK model. These are allocated to the nations by pro rata on a GDP basis.
Personal Travel & Tourism
Personal Travel & Tourism spending is defined as all non-business travel and tourism spending by residents,
both domestically and abroad.
Residents’ domestic spend data are sourced from the UKTS for the UK model. To allocate to nations, it is
necessary to adjust the UK total domestic spending for the internal movements outlined above, such as a
resident of Wales travelling to Scotland. In UK terms this movement is seen as domestic, but at a national level it
is an import by Wales and an export by Scotland. Domestic spending at the national level is, for example,
Scottish people in Scotland and Welsh people in Wales. Consequently, when allocating UK level domestic
spending all internal movements need to be removed from the UK domestic spending total to generate a value
equivalent to the sum of domestic spending across the four nations (English in England, Scottish in Scotland,
Welsh in Wales, Northern Irish in Northern Ireland). Intra-UK spending data were sourced from the UK Tourism
Survey (UKTS) for England, Scotland, and Wales, and NIPS for Northern Ireland
The table below provides an illustrative example, in which the total UK domestic spending is 264, however
domestic spending at an individual nation level is equal to the sum of the shaded cells (i.e. 158)– the total of
which, when unknown, is calculated by subtracting the sum of all intra-UK movements from the UK total. Within
the nations’ models this is conducted and the sum of the four nation’s domestic spending is allocated to each
according to their share of UKTS and National England 2005 Leisure Day Visits Survey (LDVS) – which
VisitBritain has increased to a Great Britain level by pro rata – and Day Visitor data from the Cogentsi report for
Northern Ireland.
Residents’ spending abroad UK data is sourced from the UK Balance of Payments, consistent with the UK
model. This value is allocated to each nation using IPS and NIPS percentage shares. To this value must also be
added residents’ spending in other UK countries. This data is sourced from UKTS, NIPS and LDVS.
Business Travel
Business Travel spending is defined as all business travel spending by residents, both domestically and abroad.
Residents’ domestic spend and intra-UK spend data are sourced from the UKTS and NIPS for the UK model. To

Origin
England
England
England
England

Destination
England
Scotland
Wales
N Ireland

Spend

Scotland
Scotland
Scotland
Scotland

England
Scotland
Wales
N Ireland

40
30
3
4

Wales
Wales
Wales
Wales

England
Scotland
Wales
N Ireland

7
8
20
3

N Ireland
N Ireland
N Ireland
N Ireland

England
Scotland
Wales
N Ireland

3
1
2
8

100
20
10
5

Total UK Domestic Spend
of which:
Nation's domestic spend

264

Internal movements

106

158
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ensure consistency with the UK model the sum of domestic and intra-UK business spend for each nation is
scaled up to guarantee the sum of the four nations domestic and intra-UK spend equals the domestic business
spend variable in the UK model.
UK data for residents’ business spending outside the UK is sourced from the UK Balance of Payments,
consistent with the UK model. This value is allocated to each nation using IPS and NIPS percentage shares.
Government Expenditure
Government expenditure is defined as current spending by government on travel and tourism, excluding
business travel.
UK-level total government spending data is sourced from UK government accounts, and includes all spending by
the Scottish Parliament, Welsh Assembly, and Northern Ireland Executive. This passed through the UK model to
determine travel and tourism level of government spending. This is allocated to the nations according to the
share of government spending on recreation and culture in each, sourced from UK Government PESA accounts.
Capital Investment
Capital investment is defined as investment in travel and tourism by both government and the private sector.
UK level total government investment data is sourced from UK government accounts, and is passed through the
UK model to determine travel and tourism level of government investment. This is allocated to the nations
according to the share of government investment in recreation and culture in each, sourced from UK Government
PESA accounts.
UK level private investment data are sourced from Oxford Economics’ estimates for the World Travel and
Tourism Council. These values are allocated to each nation by pro rata on a GDP basis.
Travel and Tourism Demand
Travel and tourism demand is calculated by an identity, which is unchanged from the UK model. The reader is
directed to the previous VisitBritain report’s methodological annex.
Outbound Tourism Spending
Outbound tourism spending represents tourism imports, and is defined as residents’ spending in other UK
nations and outside of the UK.
Spending in other UK nations data are sourced from UKTS, LDVS and NIPS, and is equal to the sum of
residents’ spending in other UK nations in the Personal Travel and Tourism spending and Business Travel
spending variables detailed above.
Spending outside UK is calculated as the sum of the residents’ spending outside the UK in the Personal Travel
and Tourism spending and Business Travel spending variables detailed above.
GDP Measures
The two GDP measures detailed in the tables (Direct Industry GDP, and T&T economy GDP) are calculated
using identities consistent with those used in the UK model. Again the reader is directed to the previous
VisitBritain report’s methodological annex.
Employment Measures
The two employment measures (Direct Industry Employment and T&T Economy Employment) are calculated
using identities consistent with those used in the UK model. However, the actual data used differs.
Nations’ data are sourced from the UK’s Labour Force Survey, and Annual Business Inquiry (England, Scotland
and Wales) and the Northern Ireland Annual Business Inquiry for Northern Ireland. These data enable a
percentage share of total UK employment for each sector of the economy to be calculated. The national
employment levels are then scaled, using these percentages, to the UK model employment levels to ensure
consistency. It should be noted that these data slightly underestimate employment totals as small businesses in
some parts of the UK might fall below the threshold for inclusion in each survey.
Tourism Market table
Visits to the (Nation)
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This variable is the equivalent of the Visitor Exports variable in the table above, with exception that instead of
scaling IPS and NIPS spend data for non-UK origin visitors’ spend to the Balance of Payments figure, the IPS
and NIPS are used to calculate spend per night values, and the share of total nights spent in each nation. These
values are then combined with total UK visitor nights data from the UK model, which generates a visitor spend
figure for each nation.
Fares to (Nation) Carriers
Consistent with the UK model, this variable is equal to 0.6 times the Fares value in the Visitor Exports variable.
Trips of 1+ Nights
Defined as spending on domestic overnight trips, the data for this variable are sourced from UKTS and NIPS.
Using UKTS and NIPS data, UK level spending on overnight trips (sourced from UKTS and the UK model) is
allocated to each nation. During the allocation a proportion of the UK value is lost due to some overnight trips
being to another UK nation, and therefore not recognized as domestic within the nations’ models.
Intra-UK spending data are the same as those used in the personal demand variable in the pervious table.
Tourism Day Trips for Leisure
Defined as spending on domestic day trips, data for this variable is sourced from LDVS and the Cogentsi report
for Northern Ireland.
The treatment of this variable for the nations is similar to that used in calculating the Trips of 1+ Night – total UK
data from LDVS is allocated according to each nation’s share, and a proportion is lost due to day trips to other
UK countries. The proportion lost is significantly less than that for overnight stays.
Rent for Second Home Ownership
Rent for second home ownership data is sourced from VisitBritain and DCMS for the UK model, and the Cogentsi
report for Northern Ireland.
To allocate values to England, Scotland and Wales, the UK-level value from the model is shared according to
2001 Census information on second home ownership. Northern Ireland data are taken directly from the Cogentsi
report.
Outturn Prices
The outturn prices variable is calculated using an identity consistent with the UK model; readers are directed to
the previous study for more detail.

I. Data/Previous work

The model feeds from two main data sources:
Macroeconomic data on the UK economy. The first group covers the key elements of aggregate
demand and supply conditions – including employment, the current account, and key monetary
variable such as exchange rates, prices etc. Here, also the model takes into account macroeconomic
variables of the origin markets for UK visitors that drive outbound demand in those countries.
Tourism-related data. These include available tourism statistics, including series on international
arrivals, spending of foreign visitors and average stay, and basic information on domestic tourism
demand (e.g. number of trips, spending and same-day visits).
Sources:
Inbound spending
For the purpose of calculating VisitBritain’s UK Tourism Market, spending of international visitors is
sourced from the International Passenger Survey (IPS). In addition, passenger fairs will be limited to
air transport.
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However, to be consistent with the methodology guidelines of the First Step TSA project – as well as
the UNWTO and WTTC TSA approaches – inbound spending is sourced from the UK Balance of
Payments data.
Domestic spending:
Spending by UK residents in the UK is sourced from VisitBritain, with a breakdown into: same-day
visits (as reported by Natural England), overnights and second home rents. The aggregation of these
three components gives the total resident travel and tourism spending (a variable called VBRSDTT! in
the model). Spending during same-day visits are sourced from the England Leisure Visits Survey
(Natural England), scaled up to the UK by VisitBritain.
Due to the methodology differences in the processing of the data on domestic tourism, the first data
point is 2005. Prior to that year, we apply the rate of growth of Oxford Economics’ existing estimates
for domestic tourism to complete the historical series.
Other variables/parameters
When appropriate, we take into account in the estimation process valuable information included in the
“UK Tourism Satellite Account: First Steps Projects” prepared by the Cardiff Business School on
behalf of the Department for Culture, Media and Sports (DCMS).
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II. Measurements/Definitions

We approach the measuring of the tourism contribution from the demand side and, in a second step,
translate demand-side estimates into supply-side measures such as employment and labour
compensation, operating surplus and net indirect taxes and subsidies. In particular, the model for the
UK takes account of the following aspects of the tourism contribution:
Private consumer demand for travel and tourism. This includes spending by UK residents attributable
to travel and tourism, both at home and abroad.
Business travel. This comprises both government and corporate travel expenditures (at home and
overseas).
Foreign visitor spending in the UK and overseas travel by UK residents. These items have
traditionally been recorded in the UK tourism statistics, and form a clearly identifiable part of the
balance of payments accounts.
Imports of tourism-related goods. Visitors to the UK buy goods imported from abroad while tourismrelated businesses (such as travel agencies and hotels) purchase imported materials and capital
goods such as automobiles, aircraft, etc in order to provide services to their customers.
Government spending on tourism. This includes the resources devoted by the central government,
regional government, local authorities and other public sector bodies to support travel and tourism in
the country.
Tourism-related investment. This estimate takes into account both residential structures such as
vacation properties and non-residential structures such as hotels and convention centres; equipment
items such as airplanes, passenger trains and ships, and rental cars; and infrastructure spending
such as on roads, airports, amusement parks and other tourist amenities.
Tourism-related value added and employment

The following figure describes the process to derive value added and employment estimates from
aggregate demand components.
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Fig A1 – TSA concepts, demand and supply accounts

UK TSA CONCEPTS & STRUCTURE
DEMAND-SIDE ACCOUNTS
PERSONAL TRAVEL & TOURISM
More formally known as Travel & Tourism
Personal Consumption, this category
includes all personal spending by an
economy's residents on Travel & Tourism
services (lodging, transportation,
entertainment, meals, financial services, etc)
and goods (durable and non-durable) used
for Travel & Tourism activites.

BUSINESS TRAVEL
Formally know as Intermediate Consumption
of Travel & Tourism or more simply business
travel, this category of expenditures by
government and industry includes spending
on goods and services (transportation,
accommodation, meals, entertainment, etc)
for employee business travel purposes.

SUPPLY-SIDE ACCOUNTS

TRAVEL & TOURISM
CONSUMPTION

TRAVEL & TOURISM
INDUSTRY SUPPLY

TRAVEL & TOURISM INDUSTRY GDP (Direct)
Direct Gross Domestic Product (also know as ValueAdded) and Employment associated with Travel &
Tourism Consumption. This is the explicitly defined
Supply-side Industry contribution of Travel &
Tourism that can be compared one-for-one with the
GDP and Employment contribution of other
industries in the economy. Establishment in this
category include traditional Travel & Tourism
providers such as airlines, hotels, car rental
companies, etc.
TRAVEL & TOURISM INDUSTRY GDP (Indirect)
Indirect Gross Domestic Product associated with
Travel & Tourism Consumption. This is the
upstream resident economy contribution which
comes about from suppliers to the traditional Travel
& Tourism industry. Establishments in this category
include fuel and catering companies, laundry
services, accounting firms, etc.

Total Travel & Tourism
expenditures made by and on
behalf of visitors (goods and
services) in the resident
economy.

GOVERNMENT EXPENDITURES - Individual

TRAVEL & TOURISM INDUSTRY IMPORTS
The value of goods imported by direct and indirect
Travel & Tourism Industry establishments.

Formally known as Non-Market Services
(Individual), this category includes expenditures
(transfers or subsidies) made by government
agencies to provide Travel & Tourism services
directly linked to individual visitors such as
cultural (eg art museums), recreational (eg
national park) or clearance (eg
immigration/customs) etc to visitors.

VISITOR EXPORTS
Expenditures by international visitors on goods
and services within the resident economy.

GOVERNMENT EXPENDITURES - Collective
Formally known as Non-Market Services
(Collective), this category includes operating
expenditures made by government agencies
on services associated with Travel &
Tourism, but not directly linked to any
individual visitor , instead these expenditures
are generally made on behalf of the
'community at large', such as tourism
promotion, aviation, administration, security
services and resort area sanitation services,
etc.

CAPITAL INVESTMENT
Formally known as Capital Formation, this
category includes capital expenditures by
direct Travel & Tourism industry service
providers and government agencies to
provide facilities, equipment and
infrastructure to visitors.

£XX bn

TRAVEL & TOURISM
DEMAND

£XX bn

TRAVEL & TOURISM
ECONOMY SUPPLY

TRAVEL & TOURISM ECONOMY GDP
(Direct and Indirect)
Direct and Indirect Gross Domestic Product (also
know as Value-Added) and Employment associated
with Travel & Tourism Demand. This is the broadest
measure of Travel & Tourism's contribution to the
resident economy. Establishments in this category
include those described above as well as
manufacturing, construction, government, etc. that
are associated with Capital Investment, Government
Services and Non-Visitor Exports.

TRAVEL & TOURISM ECONOMY IMPORTS
The value of goods imported by direct and indirect
Travel & Tourism Economy establishments.
The nominal aggregate of
tourism activity in the resident
economy.

£XXX bn

£XXX bn

Estimates for the value added and employment contributions are provided according two different
measures. First, a core tourism concept that focuses on the direct contribution of tourism activities
(i.e. the value added generated by the provision of tourism-characteristic good and services). This
measure is in line with the concept use by the UNWTO TSA methodology. Second, a broader
measure that also takes into account indirect effects (via the supply chain), as well as the impact of
capital investment and collective government expenditure on behalf of the tourism industry. Figure A2
illustrates the different concepts.
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Fig A2 – Key TSA concepts

In addition, the model will incorporate two key measures used by VisitBritain and other government
agencies to assess developments in the tourism industry:
Total spending by visitors (i.e. the size of the tourism market), including both inbound and domestic
tourism. This is estimated at £89.9 billion in 2009.
In terms, total spending by visitors (as defined by VisitBritain) is linked to our usual tourism demand
categories in the following way:
Spending by visitors in the UK = T&T Personal consumption + Business travel
+ Foreign visitor spending - Outbound tourism

A measure used in the “First Step” report for the tourism contribution in terms of value added. This
was estimated as 3.4% of total UK GVA in 2003 (down from 3.8% in 2000). Note that this measure
does not include individual government spending in support of the tourism industry, so it is short of the
UNWTO concept (which is comparable to our GDP Direct Industry measure).
Again, the link with our usual measures is as follows:
Tourism value added (‘First Step’) = GDP Direct Industry – Value added generated via
tourism-related government individual spending

Tourism employment measures
The UK Tourism Model has two main measures of employment matching those of value added: the
narrower Direct Industry Employment and the broader Economy Employment. Note that employment
figures refer to jobs (including both employees and self-employed).
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The estimation process relies on UK Input-Output information (I-O) - this is sourced from Oxford
Economics’ Industry Model. The crux of the procedure is to calculate tourism weights by industry from
tourism-related final demand and output. Where final demand aggregates are allocated across
industries with the use of the I-O framework. These weights are then used to calculate employment,
indirect taxes, wages and salaries.
In order to obtained Full Time Equivalent (FTE) estimates (this is a separate variable in the model:
VBEMPDIRFTE), a conversion factor of 0.84 is used. This factor is calculated form employment
figures provided by the TSA First Step Project and the DCMS.
III. Model structure

The model consists on an interrelated set of equations (behavioral relationships and identities) to
estimate, within a framework consistent with the National Accounts, the tourism contribution to the
overall economy in terms of value added and employment and taxation. Broadly speaking, there are
four main modules containing over 400 variables interconnected by an equal number of equations or
identities.
1. Macroeconomic and industry variables
This module includes a detailed set of macroeconomic variables including:
Aggregate demand components
Overall GDP and value added by industries
Employment, overall and by industries
Overall wages, profits, taxes and subsidies
Key prices such as CPI, exchange rates and interest rates
Both the historical data and the forecast for the above variables originate in Oxford Economics’
macroeconomics and industry models and are fed into the UK Tourism Model. The macro and
industry variables are exogenous to the tourism model.
2. Tourism-related demand variables
This is a key module containing relevant tourism data for visitors’ flows and spending. When no
complete hard evidence exists (e.g. spending by residents on business trips, and tourism-related
imports of goods), the model implements a procedure to make an estimate.
Consumption variables, including:


Inbound and outbound flows (spending and number of trips/nights)



Domestic tourism (same-day, overnights and second-home rents)



The above three concepts define the size of the tourism market (as defined by VisitBritain)



In addition to this, the model includes the following demand items:



Government spending in support to the tourism industry – split into individual and collective.



Investment and Imports of goods

3. Tourism-related supply variables
These variables are generated with the help of Input-Output analysis. They are calculated according
to the “Industry” and “Economy” definitions (differentiating between direct and indirect effects).


Value added/GDP



Employment



Labour compensation
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Operating surplus



Depreciation



Net taxes

4. Other
The key tourism measures are presented in current and constant prices (using 2000 as the base
year) as well as a share of comparable macroeconomic variables (.e.g. share of tourism employment
in total employment).
IV. Equation specification

In this section, we concentrate on the description of the logic and the specification of the forecast of
inbound/outbound spending and the domestic tourism – as these are crucial for the estimation of the
tourism contribution (narrow concept) and the scenario analysis.
The approach adopted to the forecast of international tourism flows reconciles origin trips (the base
for estimating potential demand) and destination visits (competitive-based supply).
There are key points to highlight:
Tourism Demand for each market is derived from macroeconomic trends and forecasts from the
Oxford Economics global forecasting model. Each destination’s share of the total global outbound
demand is calculated according to both price (bilateral exchange rates) and non-price
competitiveness factors (e.g. income in each origin market).
The aggregation of all outbound spending by country over the forecast period provides a measure of
growth potential of tourism demand worldwide. The UK outbound spending is estimated together with
other origin markets.
Once the size of the expected “tourism cake” is estimated, then the model allocates it to competing
destinations according to competitiveness and supply factors. Inbound travel spending is calculated
for each market as each destination takes a share of outbound spending accordingly. This gives the
estimation for UK inbound spending.
The economic rationale here is that each destination/country competes to attract a given overall
spending of potential visitors. Two main factors are considered:
i) the destination’s exchange rate (inbound spending is inversely correlated with the strength of that
destination’s currency);
ii) and the destination’s attractiveness.
The latter is measured by an index developed in conjunction with the World Competitiveness Forum
which tracks a series of factors relating to attractiveness over time. Finally, visitor flows are derived
from inbound spending by market incorporating both short-run and long-run relationships.
Outbound Spending equation
The UK outbound demand is forecast according to the following generic equation:

Outbound Spending = Growth in Economic – 0.4 * (Last period - Long-run estimate)
Growth
Drivers
{Consumer Spending}

{Consumer Spending}

{GDP (GDP)}

{GDP (GDP)}

{Exchange rate}

{Exchange rate}

{External Shocks}
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This equation implies that:
Personal sector income and expenditure is strongly correlated with outbound leisure tourism
expenditure.
The influence the business spending component of outbound spending is represented within the
model by GDP, which also shows strong correlation with outbound spending.
Exchange rate movements are modelled to account for changes in wealth accumulated within an
origin. The equation includes long-run and short-run dynamics to allow both growth and levels of
spending to be consistent with the fundamental economic relationships.
i) Short-run. Spending growth in the first years of the forecast period is dominated by growth rates in
key identified economic drivers.
ii) Long-run. Forecast growth rates in the medium to long-term are consistent with spending levels
according to the fundamental economic relationships.
Inbound Spending equation
UK inbound spending is forecast according to the following equation

Inbound Spending = Growth in Drivers – 0.4 * (Last period - Long-run estimate)
Growth
{“Potential” Spend }

{“Potential” Spend}

{Exchange rate}

{Exchange rate}

{External Shocks}

{Attractiveness}

Two points to highlight:
The real exchange rate in each destination is included to determine the value of wealth derived in key
origin markets relative to that in the destination. This takes into account differences in price levels in
destinations.
The inclusion of the destination attractiveness indicator (jointly developed by the World Economic
Forum and Oxford Economics) makes it possible to monitor the relative attractiveness of the UK as a
tourist destination over time and to quantify the impact of any improvements made in policy, tourism
infrastructure etc.
Domestic demand equation
Visitor spending by residents in the UK is forecast according to the following equation:
Domestic spending =
Exchange rate effect

Overall consumption +

Relative prices (services/non-

services)

+

The equation incorporates three key factors determining domestic tourism demand:
First is the overall level of consumption (determined in the macroeconomic model). Other things being
equal, a higher overall private consumption is to translate into higher visitor spending by UK residents
at home. The relative cost between the service sector (as a proxy for the cost of tourism-related
services) and the non-service sector of the economy. This accounts for substitution effects affecting
UK residents’ spending decisions.
The exchange rate effect. Other things equal, a depreciation of the pound relative to the currencies of
the UK main origin and destination tourism markets is likely to result in a weaker demand for
outbound tourism and higher demand for domestic tourism. An appreciation of the pound will
generate an effect in the opposite direction.
The following diagram shows how the three tourism spending flows (inbound, outbound and
domestic) are related in our modelling approach. Note that there is a link between outbound spending
and domestic spending (dash line), reflecting the exchange rate effect.
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Fig A3 – Modelling approach to the estimation of the UK Visitor market

Inbound Spending UK
Business
Leisure

MacroEconomic
Conditions
in the UK

Outbound Spending UK
Business
Leisure

Global
Tourism
Market

Domestic Visits by UK residents
Business / Leisure
Overnight / day

Inbound
Spending
Other
Markets

Inbound Spending UK
Business
Leisure

Total Visitor UK Market
Spending by overseas visitors
Spending by domestic residents
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Annex D – 2010 estimates

Table A.D.1. The direct economic Contribution of the Visitor Economy to the UK’s four nations in
2010, current prices22

Source: Oxford Economics

22

As outlined previously, estimates provided in this report are based on the definition of the Visitor Economy established in the
previous study ‘The economic case for the Visitor Economy’. This is to ensure consistency between the nations. However, we
recognise this may therefore provide alternative estimates to those within the tourism strategies for each nation, where
relevant.
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Table A.D.2. Expenditure in the Visitor Economy, 2010

Source: Oxford Economics
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Annex E – Trip patterns

The table below presents metrics including annual inbound visits per head of (UK or nation)
resident population which can be used as a proxy of the relative offer between the nations. This
considers how the number of visits in a year (based on 2008 data) compares against key socioeconomic factors. England ranks the highest on each of the metrics but it is important to note that
this summary will omit other factors that cannot be captured through data.
Figure A.E.1 – Trips to each nation

Source: 2008, IPS and Deloitte analysis.

Table A.E.2 shows the relationship between trends in quarterly visits to each nation. There is a
strong correlation between trips to London and England which is unsurprising but there is also a
strong, albeit less so, relationship between visits to London and Scotland. Trips to Scotland and
Wales also show a strong correlation. This may be because visits to Scotland might be combined
with visits to Wales and England as well, although there is no evidence to support this.
Figure A.E.2 – Relationship between trends in quarterly visits to each nation

Source: IPS and Deloitte analysis.

Figure A.E.3 shows the relationship between trends in quarterly visits to each nation and euro
and dollar exchange rates. The stronger correlation with England and, in particular, London may
be due to the higher competition London faces from other international destinations for the ‘city
break’ offer when people are seeking out a holiday destination. In addition, the low correlation
with exchange rates and trips to Scotland, Wales and Northern Ireland may be due to the higher
proportion of trips devoted to visiting friends and relatives – more inelastic in demand, and
therefore more resilient to exchange rate changes.
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Figure A.E.3 – Relationship between trends in quarterly visits to each nation and euro- and dollar exchange
rates

Source: IPS and Deloitte analysis.

Figure A.E.4 shows the relationship between domestic trips in the UK. There is a relatively strong
correlation between domestic trips to the UK and England – which is unsurprising but the
correlation is also strong between England and Scotland. This may indicate that trips are taken to
both England and Scotland, although it is difficult to assess this. Likewise, there is a strong
correlation in trips to Wales and the Republic of Ireland – which may be due to the links between
Holyhead and Dublin but, again, this is difficult to assess in detail.
Figure A.E.4 – Domestic trips - UKTS
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United Kingdom dashboard
____________________________________
2009 Visitor Economy impacts – key indicators
• Total contribution accounted for
£115 billion of GDP (8.9% of total
economy) and 2.64 million jobs
(8.5%) 1

Direct and indirect impacts in terms of visitor spend, GDP and employment

Spending by
visitors

• The direct contribution is £52 billion
in terms of GDP – equates to 4.0%
of UK GDP and directly supported
around 1.36 million jobs in 2009
(4.4% of the total UK workforce)

Economic
impact – GDP

£89.9bn in
expenditure
terms

Economic
impact – jobs

1.36m jobs
directly
supported

£52bn direct
impact in GDP
terms
£115bn total
impact

• £89.9bn in spending by tourists and
30 million international visitors

2.64m supported
in total

____________________________________
Source: Oxford Economics

Recent trends in the Visitor Economy

Inbound visitor trips and spend, 2008

• Fall in growth, in real terms, of spending by
overseas residents in 2009
• Domestic trips increased as people substituted
some trips overseas with more ‘staycations’
Annual growth in spending in the Visitor Economy, constant prices
Spending by overseas residents

2%

Spending by domestic residents

1%

Outbound visitor spending

Source: International Passenger Survey; Deloitte analysis

Share of trips to UK by trip type

0%
-1%
-2%
-3%
-4%
-5%
2008

>20%
>20%
decline
decline

2009

2010
Source: Deloitte analysis

Source: Oxford Economics

____________________________________
The UK’s position in the global tourism market
• Strong tourism offering lead by interest in historic buildings, city life and culture
• UK is 11th out of 133 in competiveness ranking
Nations brand index ranking for tourism and key dimensions

WEF Tourism Competitiveness ranking

Source: NBI; Deloitte analysis

Source: WEF Travel and Tourism Report; Deloitte analysis

1
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This includes impacts through the supply chain, of capital investment and government expenditure

International tourism visits

International tourism receipts

____________________________________
Source: UNWTO league tables; Deloitte analysis

Source: UNWTO league tables; Deloitte analysis

Employment in the Visitor Economy
• Great concentration of employment in Visitor Economy is in districts across England
Top ten Visitor Economy employment share ‘hotspots’

Source: Annual Business Inquiry; Deloitte analysis

___________________________________
Outlook – baseline forecast
• Total contribution to GDP remains
stable in 2010 at £115.4bn
• By 2020, the total contribution is
expected to be 8.8 per cent of UK GDP,
supporting 250,000 more jobs (with jobs
in the Visitor Economy accounting for
8.9 per cent of total employment)
Baseline forecast for UK Visitor Economy, current prices

Top 5 markets – growth forecasts, 2010-2020 BRIC market – growth forecasts, 2010-2020

Source: Tourism Economics, Oxford Economics
Source: Tourism Economics, Oxford Economics
Please note: Forecasts are based on an extrapolation of the current environment.
Therefore the Visitor Economy expansion is based on organic growth of the economy
which is currently driven in part by interventions of the existing enterprise bodies. The
forecast presents a baseline scenario; intervention by government, enterprise bodies,
the tourism industry and unknown factors (continued recessionary conditions etc) could
produce varying growth patterns in the future.

____________________________________
Source: Oxford Economics analysis

Outlook – challenges and opportunities
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England dashboard
____________________________________
2009 Visitor Economy impacts – key indicators
• Total contribution accounted for
£96.7 billion of GDP (8.6% of total
economy) and 2.16 million jobs
(8.3%) 1

Direct and indirect impacts in terms of visitor spend, GDP and employment

Spending by
visitors

Economic
impact – GDP

Economic
impact – jobs

£75.1bn in
expenditure
terms

£43.7bn direct
impact in GDP

1.11m jobs
directly
supported

£96.7bn total
impact

2.16m supported
in total

• The direct contribution is £44 billion
in terms of GDP – equates to 3.9%
of England GDP and directly
supported around 1.11 million jobs
in 2009 (4.4% of the total England
workforce)
• £75.1bn in spending by tourists

Source: Oxford Economics

____________________________________
Recent trends in the Visitor Economy
2

Annual growth in spending in the Visitor Economy, constant prices
Spending by overseas residents

• Largest origin markets for inbound
visitors are France and USA
• 8% fall in share of inbound business
trips between 2002 and 2009
• Growth in spending by UK resident
rebounds in 2009 whilst overseas
residents spending – which sees a sharp
decline in 2009 – rebounds in 2010

2%

Spending by UK residents

1%

Outbound visitor spending

0%
-1%
-2%
-3%
-4%
-5%
2008

2009

2010

Source: Oxford Economics

Share of domestic trips in England by trip type

Inbound visitor trips and spend, 2008

Source: Deloitte analysis

Share of inbound trips to England by trip type

Source: International Passenger Survey; Deloitte analysis

Source: International Passenger Survey, Deloitte analysis

1

This includes impacts through the supply chain, of capital investment and government
94 expenditure

2

2010 figures are estimates based on Oxford Economics analysis

____________________________________
Employees in the Visitor Economy
• Employees in the England Visitor Economy
accounts for 82% of the total UK Visitor Economy

Top ten Visitor Economy employee share ‘hotspots’

• Concentration of employees in the England
Visitor Economy relative to all employees in
England is 4.2% – slightly lower than the UK
average of 4.4%
• However, the ‘top ten’ districts have a particularly
high concentration of employees – with over 18%
of employees in the Visitor Economy in each of
the top ten districts
Source: Annual Business Inquiry; Deloitte analysis

___________________________________
Outlook – baseline forecast
• Total contribution to GDP remains
stable in 2010 at £96.5bn
• By 2020, the total contribution is
expected to be 8.6% of England GDP,
supporting 2.38m jobs (with jobs in the
Visitor Economy accounting for 4.5 per
cent of total employment)

3

Baseline forecast for England Visitor Economy, current prices

Source: Oxford Economics analysis
Please note: Forecasts are based on an extrapolation of the current environment.
Therefore the Visitor Economy expansion is based on organic growth of the economy
which is currently driven in part by interventions of the existing enterprise bodies. The
forecast presents a baseline scenario; intervention by government, enterprise bodies, the
tourism industry and unknown factors (continued recessionary conditions etc) could
produce varying growth patterns in the future.

____________________________________
Outlook – challenges and opportunities
• Opportunity to leverage tourism and awareness of Britain in the run up to London 2012
• Challenges associated with ensuring the upturn in domestic tourism seen thanks to the staycation effect

in 2009 can be sustained over the coming years
•

Key
Issues particularly relevant to England

3

Growth
95 rates for 2020 are the compound annual growth rates between 2010 and 2020

Scotland dashboard
____________________________________
2009 Visitor Economy impacts – key indicators
• Total contribution accounted for
£11.1 billion of GDP (10.4% of total
economy) and 0.27 million jobs
(10%) 1

Direct and indirect impacts in terms of visitor spend, GDP and employment

Spending by
visitors

Economic
impact – GDP

Economic
impact – jobs

£8.9bn in
expenditure
terms

£5.2bn direct
impact in GDP

0.14m jobs
directly
supported

£11.1bn total
impact

0.27m supported
in total

• The direct contribution is £5.2
billion in terms of GDP – equates to
4.9% of Scotland GDP and directly
supported around 0.14 million jobs
in 2009 (4.2% of the total Scotland
workforce)
• £8.9bn in spending by tourists

Source: Oxford Economics

____________________________________
Recent trends in the Visitor Economy

2

Annual growth in spending in the Visitor Economy, constant prices
Spending by overseas residents
Spending by UK residents

• Strong growth in staying visits since
1999 with annual growth rate
(CAGR) of 3.3 per cent

10%

Outbound visitor spending

5%
0%

• High proportion of trips which are
for the purpose of holiday

-5%

• Unlike the rest of the UK, Scotland
saw total spending in the Visitor
Economy increase in real terms in
2009

-10%
-15%
2008

2009

Source: Oxford Economics

Share of domestic trips in Scotland by trip type

Inbound visitor trips and spend, 2008

Source: Deloitte analysis

Share of inbound trips to Scotland by trip type

Source: Deloitte analysis

Source: International Passenger Survey; Deloitte analysis

1

This includes impacts through the supply chain, of capital investment and government expenditure

2

2010 figures are estimates based on Oxford Economics analysis
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2010

____________________________________
Employees in the Visitor Economy

Top ten Visitor Economy employee share ‘hotspots’

• Visitor Economy employees in Scotland accounts
for a tenth of all employees in the total UK Visitor
Economy
• Edinburgh and Glasgow fall into the ‘top ten’ UK
districts with the highest level of employment in the
Visitor Economy – with over 30,000 employees in
Source: Annual Business Inquiry; Deloitte analysis

___________________________________
Outlook – baseline forecast
• Total contribution to GDP remains
stable in 2010 at around £11bn
• By 2020, the total contribution is
expected to be 10.4 per cent of
Scotland GDP, supporting 288,000 jobs
(with jobs in the Visitor Economy
accounting for 10.5 per cent of total
employment)

3

Baseline forecast for Scottish Visitor Economy, current prices

Source: Oxford Economics analysis

Please note: Forecasts are based on an extrapolation of the current environment.
Therefore the Visitor Economy expansion is based on organic growth of the economy
which is currently driven in part by interventions of the existing enterprise bodies. The
forecast presents a baseline scenario; intervention by government, enterprise bodies,
the tourism industry and unknown factors (continued recessionary conditions etc) could
produce varying growth patterns in the future.

____________________________________
Outlook – challenges and opportunities
•
•
•
•

Strong links with rural economy
Need for more conference facilities to develop business tourism offer
More sensitive to Pound-US Dollar exchange rate given high number of visitors from US
Scenario analysis highlighted Scotland more exposed to changes in consumer spending

3

Key

Growth rates for 2020 are the compound annual growth rates between 2010 and 2020

Issues particularly relevant to Scotland
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Wales dashboard
____________________________________
2009 Visitor Economy impacts – key indicators
• Total contribution accounted for
£6.2 billion of GDP (13.3% of
total economy) and 0.17 million
jobs (12.7%) 1

Direct and indirect impacts in terms of visitor spend, GDP and employment

Spending by
visitors

Economic
impact – GDP

Economic
impact – jobs

£4.4bn in
expenditure
terms

£2.7bn direct
impact in GDP

0.09m jobs
directly
supported

£6.2bn total
impact

0.17m supported
in total

• The direct contribution is £2.7
billion in terms of GDP – equates
to 5.8% of Wales GDP and
directly supported around 0.09
million jobs in 2009 (6.9% of the
total Wales workforce)
• £4.4bn in spending by tourists

Source: Oxford Economics

____________________________________
Trends to date in the Visitor Economy
2

Annual growth in spending in the Visitor Economy, constant prices

• Largest origin markets for inbound visitors are
Ireland and France
• Wales has a relatively lower share of business
trips compared to the other nations – which may
contribute to a relatively lower level of spend
• The high proportion of trips to visit friends and
relatives (VFR) also reflects the most popular
accommodation (staying with friends or relatives)
• A more significant fall in overseas spend relative
to spend by UK residents in 2009, also seen in
2008

Spending by overseas residents
Spending by UK residents
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Outbound visitor spending
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-5%
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-15%
-20%
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Source: Oxford Economics

Share of domestic trips in Wales by trip type

• Growth in spend by UK residents in 2009

Inbound visitor trips and spend, 2008

Source: Deloitte analysis

Share of inbound trips to Wales by trip type

Source: International Passenger Survey; Deloitte analysis

Source: Deloitte analysis

1

This includes impacts through the supply chain, of capital investment and government expenditure

2

2010 figures are estimates based on Oxford Economics analysis
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____________________________________
Employees in the Visitor Economy
Top ten Visitor Economy employee share ‘hotspots’

• Employees in the Welsh Visitor Economy
accounts for 6% of the total UK Visitor Economy
• Concentration of employees in the Welsh Visitor
Economy relative to all employees in Wales is
6.3% – higher than the national average of 4.4%
• The Visitor Economy accounts for over 8% of
employees in the ‘top ten’ districts in Wales
Source: Annual Business Inquiry; Deloitte analysis

___________________________________
Outlook – baseline forecast
3

Baseline forecast for Wales Visitor Economy, current prices

• Total contribution to GDP remains
stable in 2010 at £6.3bn
• By 2020, the total contribution is
expected to be 6.9% of Wales GDP,
supporting 188,000 jobs (with jobs in
the Visitor Economy accounting for
13.7% of total employment)
• Growth in spending is expected to be
led by trips from UK residents

Source: Oxford Economics analysis
Please note: Forecasts are based on an extrapolation of the current
environment. Therefore the Visitor Economy expansion is based on organic
growth of the economy which is currently driven in part by interventions of
the existing enterprise bodies. The forecast presents a baseline scenario;
intervention by government, enterprise bodies, the tourism industry and
unknown factors (continued recessionary conditions etc) could produce
varying growth patterns in the future.

____________________________________
Outlook – challenges and opportunities
• Strong links with rural economy
• Opportunity to leverage tourism and awareness of Wales associated with the Ryder Cup
• Need to maintain ‘small’ image whilst exploiting technologies to increase awareness
• Need to develop skills of employment within the sector

Key
Issues particularly relevant to Wales
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3

Growth rates for 2020 are the compound annual growth rates between 2010 and 2020

Northern Ireland dashboard
____________________________________
2009 Visitor Economy impacts – key indicators
• Total contribution accounted for
£1.49 billion of GDP (4.9% of total
economy) and 0.04 million jobs
(4.7%) 1

Direct and indirect impacts in terms of visitor spend, GDP and employment

Spending by
visitors

Economic
impact – GDP

Economic
impact – jobs

£1.5bn in
expenditure
terms

£0.64bn direct
impact in GDP

0.03m jobs
directly
supported

£1.49bn total
impact

0.04m supported
in total

• The direct contribution is £0.64
billion in terms of GDP – equates to
2.1% of Northern Ireland GDP and
directly supported around 0.03
million jobs in 2009 (3.0% of the
total Northern Ireland workforce)
• £1.5bn in spending by tourists

Source: Oxford Economics

____________________________________
Trends to date in the Visitor Economy

2

Annual growth in spending in the Visitor Economy, constant prices

• The importance of cross-border tourism is
demonstrated with Ireland’s position as the
number one origin market
• Spend per overseas visit has increased on a per
annum basis between 1999 and 2008 was strong
at an average rate of 2.8 per cent per annum
• The share of trips to visit friends and relatives
(VFR) has fallen since 2002, although it is still
high at 30%
• Outbound visitor spending expected to rebound
in 2010 from large declines in 2008 and 2009

Spending by overseas residents

10%

Spending by UK residents

5%

Outbound visitor spending
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Source: International Passenger Survey; Deloitte analysis

Share of domestic trips in Northern Ireland by trip type

Inbound visitor trips and spend, 2008

Source: Deloitte analysis

Share of inbound trips to Northern Ireland by trip

Source: Deloitte analysis

Source: Oxford Economics
1
2

This includes impacts through the supply chain, of capital investment and government expenditure
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2008 for spending by overseas residents and UK residents are based on data from NIPS, 2009 and 2010 figures are estimates based on
Oxford Economics analysis

____________________________________
Employees in the Visitor Economy

Top ten Visitor Economy employee share ‘hotspots’

• Employees in the Northern Ireland Visitor
Economy accounts for 2% of the total UK Visitor
Economy
• Concentration of employees in the Northern
Ireland Visitor Economy relative to all employees
in England is 3.0% – slightly lower than the UK
average of 4.4%
• However, there are high concentrations in many
districts in Northern Ireland – with over 8% of
employees in the Visitor Economy in the ‘top ten’
districts

Source: Annual Business Inquiry; Deloitte analysis

___________________________________
Outlook – baseline forecast
3

Baseline forecast for Northern Ireland Visitor Economy, current prices

• Total contribution to GDP increases
slightly in 2010 to £650mn
• By 2020, the total contribution is
expected to be 4.3 per cent of Northern
Ireland GDP, supporting 41,000 jobs
(with jobs in the Visitor Economy
accounting for 4.3 per cent of total
employment)

Source: Oxford Economics analysis
Please note: Forecasts are based on an extrapolation of the current environment.
Therefore the Visitor Economy expansion is based on organic growth of the economy
which is currently driven in part by interventions of the existing enterprise bodies. The
forecast presents a baseline scenario; intervention by government, enterprise bodies,
the tourism industry and unknown factors (continued recessionary conditions etc) could
produce varying growth patterns in the future.

____________________________________
Outlook – challenges and opportunities
• Strategy to increase the volume of visitors is important given the nation’s current relatively dependent
on trips to visit friends and relatives
• Scenario analysis highlighted Northern Ireland as more exposed to changes in consumer spending
• However, growth is expected to be driven more by domestic consumption relative to other nations so
it may be less exposed to exchange rate changes

Key
Issues particularly relevant to Northern Ireland

3

Growth rates for 2020 are the compound annual growth rates between 2010 and 2020
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