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1 INTRODUCTION

The main purpose of this paper Is to provide estimates of the magnitude of the
contrnibution of total tourism payments to overall economic activity and
employment in each of the member states of the European Community (EC)
The paper has two subsidiary objectives - to highhght the dearth of reliable
financial data relating to the tourism sector and to outiine some important
economic effects of international tourism payments in the EC The paper 1s
based on part of a larger study prepared for the Commission of the European
Communities (see O'Hagan, Scott and Waldron, 1986)

The most complete data set relates to international tourism payments and, as
such, it 1s In relation to this aspect of tourism that most analysis of data is
possible However, even these data can be very unrehable, especially when
they refer to bilateral tourism flows Nonetheless, even with the inadequate
data base, it can be demonstrated that international tourism payments do have
important economic effects in the EC  All of these I1ssues are discussed in
Section 2

The data on international tourism payments do not include payments to
international carriers Information in relation to the latter, In fact, 1s available
for only two member states A similar dearth of information exists in relation to
domestic tounsm payments Thus, to arrive at estimates of total tourism
payments (international plus carner plus domestic) methods for estimating
international carrier payments and domestic tourism payments had to be
developed These methods, as well as the resulting estimates of the
contribution of total tourism payments to overall economic activity, are
discussed In Section 3

1
* The authors wish to acknowledge with gratitude the very useful comments of two
anonymous referees and of Mr D Jennings (CSO) on an earlier draft of this paper
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Section 4 attempts to ascertain the level of employment (direct and indirect)
likely to be associated with this tourism activity Once again, the estimates

only indicate broad orders of magnitude, but given the avaiable data they
areprobably the best that can be provided Section 5 concludes the paper The
most comprehensive and useful definition of tourism 1s the following

. Tourism travel by a 'tounist’, 1 @ a person away from the usual
place of residence (home’) for a holiday, business trip, family
visit, conference or other meeting (scientific, diplomatic,
religious, sporting, etc ), excludes travel regularly undertaken to
places of work or education, e g daly commuters, comprises
- international tounsm, travel outside the country of residence
for at least 24 hours,

- national tounism travel within the country of residence
(EUROSTAT 1980, p LVIII)

Tourism payments, as understood in this paper, are all payments associated
with tourism so defined Tourism employment includes all direct and indirect
employment associated with tourism so defined, but not induced employment

2 INTERNATIONAL TOURISM PAYMENTS

This section will first briefly outhne the main sources of information on
international tourism payments in the EC The reliability of these data will then
be examined in some detall Finally, some important economic effects of
international tourism payments in the EC are highlighted

Availability of Data

The main source of data on international tourism payments i1s the Organisation
for Economic Co-operation and Development (OECD), aithough the World
Tourism Organisation (WTQO), and to a lesser extent the International Monetary
Fund (IMF), also publish data covering all member states of the European
Community An immediate problem with the data on international tournism
payments published by the OECD and other international organisations 1s that
they are not consistently compiled For example, payments by day trippers
are excluded by Spain and the USA, partially excluded by Belgium/Luxembourg
and included by all the other OECD member states for which this information 1s
available - and several countries do not state their position one way or the
other (see OECD, 1986)

A second difficulty is that while the expenditures of travellers on transportation
to the destination may form part of the 'transport’ item in balance of payments
statistics, they are not included as part of international tourism payments
Furthermore, the balance of payments item ’transport’ includes both freight
and passenger transport Some effort has been made to break down the
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transport item Into air, sea and other transport, with awr and sea transport
further divided Into freight and passenger services (Commission of the
European Communities, 1984) However, these data are available only for the
European Community as a whole, and not for individual member states Thus,
"international tourism payments’, or 'travel payments’, as published in OECD
and IMF publications do not include payments to carners

There are two ways In which the item ’international tourism payments’ s
measured - erither by the bank-reporting method or by the visitors sample
survey method The bank-reporting method involves the collection by Central
Banks of data on the volume of foreign currency (bank notes, travellers
cheques, etc ) bought and sold by private individuals  While these data are
easlly collected, as will be seen later they are not necessanly an accurate
reflection of the volume of tounism activity The bank-reporting method s
used by all the EC countries except the UK and Ireland (see OECD, 1986)
These two countries, along with ltaly which uses the two methods jointly,
conduct regular visitor sample surveys While this method 1s also inexact, and
IS much more expensive, It 1S less open to consistent bias than the
bank-reporting method White and Walker (1982) report that some countries
also make use of travel agency records to estimate international tourism
revenues

In Ireland there are two sources of data on international tourism payments,
Bord Failte Ewreann (BFE) and the Central Statistics Office (CSO), each of
which conducts its own survey of international tourists (See Appendix A for
details)

Reliability of Data

Data on aggregate tourtsm receipts and expenditures for most EC countries
appear to be reasonably reliable, especially when the picture over a longer
period 1s observed However, for countries which use the bank-reporting
method some rather unusual short-term ’irregulanties’ can occur For
example, Itahan international tourism expenditures (at constant prices)
increased by 23 per cent in 1973, decreased by 59 per cent between 1973 and
1976 and rose by 32 per cent between 1983 and 1985 There 1s no
corroborating evidence from any other source which suggests that the size of
itahan international tournism expenditures fluctuated in this way Nonetheless,
in general the data on aggregate tourism payments can be used with some
confidence as to thew rehability

The same, unfortunately, cannot be said for the disaggregated data, in
particular the data relating to bilateral flows The general problem has been
admirably highlighted by the OECD (1986) and by White and Walker (1982)

(See Appendix B for a discusston of the causes of unreliabihity) What follows,
though, 18 a more specific Hustration of the problem - using data relating to
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Ireland It 1s not the intention of the exercise to suggest that Ireland 1s
unusually deficient in this regard, quite the contrary in fact However, 1t was
for Ireland that the richest set of data was available to us

it 1s possible to compare two series of data relating to tounsm which, by
definition, should be equal and, thereby, to comment on the rehability of such
data For example, country I's estimate of receipts from country | should
equal country j's estimate of expenditures in country 1 Table 1a Mustrates the
pomnt in relation to Ireland

The table shows the two estimates for tourism expenditures In Ireland by
residents of each of the four countries listed for the period 1974 to 1984 The
difference between the Insh and French estimates for tourism expenditures by
residents of France in Ireland 1s remarkable, particularly in the early years
Even in the more recent pernod, the Insh estimate exceeded the French
estimate by a factor of two The discrepancies in relation to the two estimates
for German expenditure are much iess marked, but nonetheless In certain
years very significant differences have occurred In a number of years, one
source was showing a marked increase, while the other was indicating an
actual decline - not very helpful for anyone involved in marketing The USA
market, as the data indicate, 1s much more important for Ireland than the
French or German markets, yet very serious discrepancies exist between BFE
and USA Department of Commerce estimates of the change in the size of this
market from year to year In 1983, the USA authorties indicated that
expenditures had dropped by IR £5 7m, and the insh authonties that they had
nsen by IR £28 7m The final columns in Table 1a compare estimates for the
UK market ~- the Insh estimate 1s from BFE and the UK estimate 1s from the UK
Department of Industry, which n fact, receives its data from the CSO in
Ireland As may be seen, the BFE estimate has consistently been less than the
CSO estimate, and the ratio of the two estimates has been remarkably stable
over long periods of time (The main source of the difference appears to be
that the CSO estimate includes expenditures by excursionists, which are
excluded by BFE)

The results in Table 1b confirm, in a more formal sense, what has been said
above When the annual change in estimate A 1s regressed on the annual
change in estimate B then the highest R2 recorded, O 50, 1s that for France
The R2 values for the German and USA equations are as low as 0 10 or less In
the equations using levels the R?2 values are considerably higher, but five of the
eight coefficients are significantly different from what they should be These
are indeed striking results

The pairwise comparisons in Tables 1a and 1b are most interesting, not only in
the sense that they highlight major discrepancies but also in that they are
derived using different methods The four Insh estimates are from the BFE
Survey of Travellers, whereas the French and German estimates were derived
using the bank-reporting method, the USA estimates from a USA survey of
travellers and the UK estimates from survey data provided by the Insh CSO
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The bank-reporting method 1s particularly unrehable (see OECD, 1986, and
EUROSTAT, 1986) and this could explain much of the problem with the data for
France and Germany in Table 1a As Table 2 illustrates, the French and
German estimates, of French and German international tourism expenditures
respectively, are suspect not only for Ireland, but for most countries For
example the ratio of the Danish and Portuguese estimates to the French
estimates for 1984 were 2 06 and 2 37 respectively, worse than the situation
for Ireland Even with the survey method, though, large discrepancies can
occur, as the Insh/USA comparison in Tables ta and 1b illustrate It 1s likely,
though, that the receiving country’s estimate will be more reliable, no matter
what method 1s used, as 1t 1s very difficult to obtain an accurate breakdown of
expenditures by country of destination when more than one country i1s being
visited - as 1s often the case

Some Results

Despite the difficulties described above, it 1s still possible to demonstrate quite
unambiguously, using the available data, that international tourism payments
do have a number of significant economic effects in the EC  Two such effects
will be briefly outhned here the stabilising effect on the balance of payments of
the member states and the distributive effect between member states

(1) Stabilising effect on balance of payments

it 1s generally accepted that balance of payments stability 1s a desirable aim, so
it may be of interest to see whether or not tounsm has a stabilising effect on
international trade, either by ehmimating or reducing a surplus or a deficit in the
balance on goods and services excluding tourism It should be pointed out at
this stage, however, that a change in the tourism balance does not imply an
equal change In the overall balance of payments position, as there i1s a certain
amount of leakage

Table 3 summarises the stabiising effects of tourism on the balance of trads,
considering six different effects, of which four are stabiising and two
destabiising The stabihsing effects are those in which a surplus or a deficit in
the balance on goods and services excluding tourism 1s eliminated or reduced
by tourism The destabihsing effects are those in which a surplus or a deficit 1s
increased by tounsm Of the 154 cases considered, 136 (88%) are stabilising
and if those cases in which the tourism balance 1s less than 10% of the balance
on goods and services excluding tourism are ignored, in 114 of 124 cases
(92%) there i1s a stabilising effect In six of the member states (1 e Germany,
Greece, Italy, the Netherlands, Portugal and Spain), tounsm was a stabilising
influence in every year since 1972

(n) Distnbutive effect between member states

This subsection considers the distributive impact of tourism between member
states of the Community First, the share of international tourism receipts in
GDP and the tounsm balance in individual countries are compared with hving
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standards, and it 1Is shown that low-income countries have a surplus on tourism
account Second, the sources of these surpluses in the low~income countries
of the Community are investigated

Table 4 shows the following for each member state for 1984 (a) per capita
GDP, (b) the per capita balance on tourism, and (c) the share of international
tourism receipts in GDP  The table shows that of the five member states
whose per capita GDP was lower than the EC average (1 e Greece, Ireland,
Italy, Portugal and Spain), all had a surplus on tourism account, and in all
except Ireland the per capita surplus on tourism was greater than the EC per
capita surplus On the other hand, of the six hgh-income member states, four
were In deficit on tourism account, and in Denmark the surplus per capita was
less than the corresponding figure for the EC  France was the only member
state where both GDP per capita and the tourism balance per capita exceeded
the EC average

A similar picture emerges from an examination of the importance of
international tourism receipts The three member states in which the share of
international tournism receipts in GDP was more than twice the EC average
(Greece, Portugal and Spain) had the lowest levels of GDP per capita The
other low-income countries, Ireland and ltaly, also had a higher than average
share of international tourism receipts in GDP  Although the share was also
above average in BLEU and Denmark, it was not as hugh as that in any of the
low-income countries

Another way of looking at this 1ssue 1s presented in Table 5 In it the direction
of the tourism balances in the member states and in the EC from 1972 to 1985
are summarnsed For high-income countries tourism represented a net
outflow In 54 of the 84 cases, for low-income countries, however, there was a
net inflow 1n 68 of the 70 cases

It 1s also of interest, notwithstanding the data difficulties mentioned earlier, to
examine the balance of tourism flows between high-income and low-income
member states, in particular the sources of the tourism surpluses In the
low-income countries First, two countnes, Portugal and Germany, are
considered in detall, and then some summary statistics are presented The
choice of Portugal and Germany as examples I1s justified by the fact that the
former has the lowest GDP per capita in the EC, whiie the latter i1s one of the
high-income member states and 1 by far the most mportant
tourism-generating country in the EC

The Portuguese figures are shown i Table 6 and the German figures in Table
7 It can be seen from the Portuguese data that, of the other member states,
only Greece, which has the next lowest GDP per capita, received more In
tounsm revenue from Portugal than its residents spent in Portugal however,
the net balance amounted to only 0 01 ecu (European currency units) per
head of the Greek population For each of the other four low-income member
states, net tourism expenditure per head in Portugal amounted to less than 0 6

94



ecu, for each of the high-income member states, the figure was over 1 5 ecu
per head The one notable exception to this pattern i1s the high net expenditure
in Portugal by UK residents Nonetheless, the overall picture presented by the
Portuguese data confirms that there are significant net tourism flows from
high-income to low-income member states

A similar pattern emerges from the German data Only the Netherlands
received less in tourism revenue from Germany than its residents spent in
Germany For the other four high-income member states, net tourism
receipts per capita from Germany were still less than the average for EC
(excluding Germany) The outflows from Germany had the greatest impact on
three of the five low-income member states - Italy, Spain and Greece, in each
of which the net tourism receipts per capita from Germany were more than
one-and-a-half times the Community average The other two low-income
member states, Ireland and Portugal, seem to have received a relatively low
share of the German tournism deficit, but this may be explained by therr
distance from Germany

A total of 55 country-to-country balances, in fact, can be derived from data
provided to us by the National Tourism Authorities of the member states Of
these, there are 43(78%) in which there 1s a surplus in the poorer country of
the pairr (in terms of 1984 GDP per capita) In the remaining 12 cases, the
direction of the flow i1s from the poorer country to the richer In absolute
terms, five of the bilateral flows exceed 500 milhon ecu, namely the flows from
Germany to France, France to Spain, Germany to ltaly, Germany to Spain, and
UK to Spain In each case, the receiving country has the lower standard of
hwing of the par In terms of defintion of high-income and low-income
countnies used above, the only flows from low-income countries to
high-income countries are from Ireland to Denmark and UK

3 TOTAL TOURISM PAYMENTS

There are three main components in total tounsm payments international
tourtsm payments (excluding payments to international carniers), international
carrier payments, and domestic tourism payments (including payments to
carriers) As mentioned above, data on aggregate international tourism
payments are availlable and are reasonably reliable However, complete data
on all the components of total tourism payments exist, to the best of our
knowledge, for only two EC countries, namely Ireland and the UK For this
reason, the magnitudes of these components have to be estimated, albeit in a
rather ad hoc manner, If estimates of the size of total tourism in each member
state are to be provided The methods used and the resulting estimates are
described in turn below

International Carrier Payments

Data on payments to carriers n respect of transportation of international
tounists consist of two components
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(a) payments by persons of the same nationality as the carner in connection
with tourism in other countnes, and

(b) payments by foreign tourists in connection with tounsm in the country In
which the carnier 1s based

The latter component 1s often available in the breakdown of balance of
payments statistics, and 1s published for certain countries in the OECD reports
under the title of 'international fare payments - receipts’ The former
component, however, i1s not part of either imports or exports, being a
transaction between two residents of the same economic terntory It 1s not
generally considered in publications on international tourism, but estimates are
avallable for Ireland and the UK (see CSO, 1985a, and Medhk, 1986) To
overcome the problems caused by lack of data, a very crude method of
estimation had to be used, it was assumed that the ratios of component (a)
above to international tourism expenditures (excluding carner receipts) and of
component (b) above to international tourism receipts (excluding carrier
receipts) were the same for all member states

These ratios could be influenced by a number of factors, principally the share
of national carriers in the total traffic into a country and the physical
accessibility of the country At least for arr travel, for which detalled data are
availlable, the share of national carrners in total traffic is known to vary
somewhat from country to country, but at Community level these variations
shouid cancel each other out Countries such as Ireland and the UK which
have no significant land borders are much less accessible than, say, BLEU
which i1s almost totally landlocked A higher proportion of total traffic to the
less accessible countries will be by the more expensive airr and sea routes, and
a lower proportion by private car Where a private car 1s used, though, some
mputed depreciation and maintenance cost must be added to that of fuel
Indeed, for some people the mamn use made of their car is during the vacation
period Despite these reservations, it 1s impractical to consider using anything
other than uniform ratios for all member states

The actual ratios used are based principally on data for the UK and Ireland
While the absence of a significant land border makes travel to these countnies
more expensive, it also allows for the collection of more reliable data The
figure used for the first ratio 1s 0 2, which I1s the same as that used by Medlk
(1986), and slightly smaller than the ratio in ireland in recent years The figure
used for the second ratio 1s 0 25, again shghtly less than the UK ratio of around
0 27 and the Insh ratio of around 0 33 (The ratios for Finland, Germany and
Switzerland in 1984 were 0 44, 0 33 and 0 29 respectively ) Thus, the figures
of 0 20 and 0 25 probably yield conservative estimates of the magnitude of
international carrier payments
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Domestic Tourism Payments

The estimation of domestic tourism payments creates even greater problems
than the estimation of international carrnier payments Few EC countries can
provide a consistent series of data over tme on domestic tourism payments
Indeed, not many countries can provide a rehable estimate of domestic
tourism payments for even a single year and for those countries that can, the
estimates sometimes are not comparable because of differences in definitions
used The confusion 1s compounded further by the fact that the same country
can use different definitions in different publications

Despite these problems, an attempt can be made to provide a consistently
arrived at estimate for domestic tourism payments in the member states of the
European Community For this purpose, two direct sources of data and two
concurrent checks are used

(1) Direct Sources

There are two direct sources of information on the size of domestic tournism,
namely survey data on payments and bednights data A number of EC
countries can provide estimates of domestic tourism payments and these
formed the key source of information for estimating domestic tourtsm in all
member states There are problems of comparability and reliability with these
data, of course, but reasonably reliable estimates appear to exist for six or
seven countries (see Appendix C for detalls)

For all EC countrnes, except Ireland and the UK, some data on bed-nights
spent in hotels and/or registered tounsm accommodation by both international
and domestic tounsts are available and these provide a potental source of
nformation on domestic tourism payments It 1s hypothesised that domestic
tounsts in a particular country spend substantially less, per diem, on average,
than international tournists in the same country Thus the ratio of domestic
receipts per domestic bednight to international receipts per international
bedright should be substantially less than unity, where the bednights data
cover all registered accommodation The same should be true for hotel
bednights, unless international tournists are significantly more hkely than
domestic tourists to prefer hotel accommodation to other types From the
data avaiable, it appears that domestic tourists spend at most half as much
per diem as international tounsts Unfortunately, the bednights data available
are not comparable across countries and even within countnes it 1s often
difficult to obtain a consistent, up-to-date and relable set of data
Nonetheless, these data do provide a source of information on domestic
tourism and are of some use

(u) Concurrent checks

Two measures can be used as concurrent checks on the estimates resulting
from the direct sources, namely the ratio of domestic to international tourism
expenditures and the share of total tourism expenditures in private final
consumption (PFC), for each country
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if 1t were reasonable to hypothesise that the ratio of domestic to international
tounsm expenditures 1s broadly similar in countries with similar geographic and
economic characteristics, then clearly this could - in conunction with the
survey data - provide a key mechanism for estimating the size of domestic
tounsm The absolute size of domestic tourism receipts will depend on four
main determinants the land area of a country, the size of population, variety
of geographic factors (mountains, sea, climate, etc ), and income per capita
of the population The greater the size of any of the first three determinants
the greater the expected size of domestic tounsm, both in absolute terms and
relative to international tourism expenditures by residents of that country
However, as income per capita increases it might be expected that domestic
tounlsm expenditures would decline relative to international tourism
expenditure

With regard to the first two determinants, of the EC member states,
Belgium/Luxembourg, Denmark, Greece, Ireland, the Netherlands and Portugal
could be placed in one group and France, Germany, Italy, Spain and the UK in
a second group Within these groups, a further subdiwvision, in terms of
geographic factors, i1s possible - namely between Mediterranean and
non-Mediterranean countries  Thus, four main groups can be identified
small, non-Mediterranean countries (BLEU, Denmark, Ireland, the
Netherlands), large, non-Mediterranean countries (Germany, the UK), small,
Mediterranean countries (Greece, Portugal), and large, Mediterranean
countnes (France, Italy, Spain) It seems plausible to suggest that the ratio of
domestic to international tourism expenditures should be broadly similar within
each of these groups For the first group, in fact, relable estimates of the
ratio of domestic to international tourism exist for Denmark, Ireland and the
Netherlands, and the similanty between them is remarkable (see Appendix C)

The second concurrent check, as mentioned, s to examine the share of total
tounism expenditures (domestic plus international plus all fare payments) in
PFC This ratio should bear some relationship to GDP  Specifically, the
expectation 1s that the higher a country’s iving standards the higher the ratio,
as I1s the case for services in general This proved a particularly useful check
on the estimates resulting from the previous sources and In some cases
prompted significant revision to be made to the estimates (see Appendix C)

Results

Using the methods outlined above, the resulting estimates of the contribution
of total tourism payments to overall economic activity are now examined
Tabie 8 shows the share of tourism receipts in GDP for each member state for
1985 -~ the breakdown of this total between domestic and international receipts
1s also indicated

As may be seen, total tourism receipts as a percentage of GDP were highest in
Spain (8 6%), followed by Portugal (8 2%), France (6 6%), Greece (6 6%),
ltaly (6 3%) and lreland (5 5%) The remaining countries had figures between
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3 1% and 4 8% This highhghts clearly the major importance of tourism to the
economies of the Mediterranean countries Table 8 also shows that even In
the non-Mediterranean countries, tourism Is a very important contributor to
economic activity

Domestic tourism receipts expressed as a percentage of GDP were highest in
France (4 5%), followed by Germany (3 1%), ltaly (3 1%), Spain (2 5%) and
the UK (2 0%) This 1s not surpnsing, given the earlier assertion that the
countnes with the largest land areas and populations should have the largest
domestic tourism industries (relative to GDP and international tounism) The
percentage for all of the other countries range from 0 8 to 1 3, a result which
1s reassuringly in ine with expectations

From Table 8, 1t I1s clear that international tourism 1s the predominant factor in
total tourism in Greece, Portugal and Spain - and, indeed, in BLEU, Denmark
and lIreland - whereas domestic tourism assumes this role in France and
Germany

Table 9 shows the share of tourism expenditures in PFC for each member state
for 1985 - the breakdown of this total between domestic and international
expenditures 1s also indicated

As may be seen, total tourism expenditures as a percentage of PFC were
highest in Germany (10 7%), followed by France (9 0%), Ireland (8 3%),
Netherlands (8 1%), Denmark (8 0%) and BLEU (7 6%) The remaining
countnes all had figures below 7%, but in no country was the percentage below
3 9% Thus, expenditures on tourism are clearly of major significance in total
consumer expenditures in all member states

in the cases of BLEU, Denmark, Ireland and Netherlands, expenditures on
domestic tourism are much lower than on international tourism The opposite
1s the case for France, italy and Spain

4 EMPLOYMENT
Introduction

In the European Community, sectoral breakdowns of employment are based
on NACE, the General Industnial Classification of Economic Activities within the
European Communities (EUROSTAT, 1970) The NACE classes of particular
relevance to tourism include 64/65 Retall distnbution, 66 Hotels and catering,
7 Transport and communication, 967 Tourism offices and tounsm clubs, and
97 Recreational services and other cultural services

Estimating tourism employment from the production side, however, cannot be
done by aggregating the employment in these, or in any other combination of
sectors The major problem s that since tourism is a muitiproduct activity,
with numerous peripheral activities, it 1s difficult to identify the exact proportion
of inputs in each separate activity that goes to satisfy tourism demand! Those
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principally employed in serving tourists are rarely distinguished from others
employed in the same or other activittes, but not concerned with tourism
Thus, hotels are combined with restaurants and other catering activities,
output and employment in various modes of transport are shown without their
relationship to tourism being specified and employment in smaller sectors such
as travel agencies 1s not usually enumerated separately in retail statistics

If, though, both the level of total tourism receipts and a sectoral breakdown of
this total (corresponding to the NACE classification) are known, then it may be
possible to use the NACE employment data to arrive at an estimate of tourism
employment However, data on the spending patterns of all tourists (domestic
and international) are not available for any EC country, and for some countries
detailed sectoral employment data are not available in the relevant EUROSTAT
publications Furthermore, the sectoral breakdowns used for consumption and
output/employment are not the same The UK i1s the only country for which
tounsm employment estimates, and the methodology used, are pubhshed
(see Morrell, 1982 and 1985, and Medlik, 1986) It s, also, the only country,
perhaps, for which enough information on both tourism spending and sectoral
employment patterns exists to provide even broad tounsm employment
estimates For this reason, the methodology of the UK studies is first briefly
analysed Following on from this, crude estimates of tourism employment are
derived for all EC countres

UK Studies

The first important factor, as mentioned, in attempting to translate data on
receipts into an employment estimate I1s the breakdown of receipts by category
of expenditure The more detaled the breakdown, the more rehable the
resuling estimate However, four broad categones - ’travel’,
'accommodation and meals’, 'shopping’, and 'entertainment’ - are likely to
be most mportant  For tounism expenditures in the UK, Morrell (1985)
estimated that 'travel’ accounts for 27% of the total, 'accommodation and
meals’ for 39%, 'shopping’ for 22%, and 'entertanment’ for 7% - together,
accounting for 95% If the expenditures on each of these main categores are
known, they can then be expressed as a percentage of total national
expenditures in those areas For example, for the UK, tourism expenditures on
'travel’ and 'accommodation and meals’ account for around one half of total
national expenditures on these categones If the employment totals in the
relevant sectors are known then the tourism share of expenditures can be
appled to those totals to get direct tourism-related employment in each
sector

Associated with final tounsm demand, as with all other components of final
demand, 1s an intermediate demand ~ for agricultural produce, drink, energy,
vehicles and so on This In turn gives nise to the indirect employment
associated with tourism Intermediate demand may amount to the equivalent
of around 70% of final consumer demand, and, as such, the employment
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implications can be substantial Data for the UK indicate that the ratio of
indirect employment to direct employment in the tourism sector 1s as high as
0 69, whereas Insh and Netherlands’' data suggest a ratio in the range of 0 30
to 0 35 (See Bord Faiite Eireann, 1986, and Netherlands Bord of Tounsm,
1985 ) There are two reasons for believing that the latter estimates may be
closer to the mark First, the UK study assumed that, in the economy as a
whole, the ratio of the employment associated with intermediate demand to
total employment was the same as the ratio of intermediate demand to final
consumer demand This seems debatable, as it assumes the same labour
intensity of production in meeting both demands Second, and more serious,
it 1s assumed that toursm spending accounts for the same proportion of
intermediate demand as it does of final consumer demand This 1s another
very debatable assumption, since the sectors of most importance to tourism
have a very low intermediate demand relative to final consumer demand -
largely because of the high labour intensity of the sectors From data provided
in the study, it would appear that intermediate demand, as a proportion of final
demand, n the relevant sectors was only around half of that for other sectors
of the economy

Part-time employment could be much more prevalent in tourism-related
sectors than in other sectors of the economy and adjustment must be made
for this fact For example, in the UK almost 50% of workers in hotels and
catering are part-time - in retaling the figure 1s around 40% and for
entertainment 1t 1s over 30% Thus, tourism employment expressed as a
proportion of total employment could be considerably less when the numbers
employed are converted to a full-time job-equivalent basts

For the purpose of this discussion the most important factor in the UK study 1s,
perhaps, the estimate of the ratio of tounsm’s share in employment to
tourism's share in GDP  If it could be assumed that this ratio was similar for all
countries (no data exist against which this hypothesis could be tested), and f
the estimates of total tourism receipts calculated using the methods outhined
earler were used, then clearly estimates of tourism employment for all
member states would result This ratio was estimated by Morrell (1982) at
around 1 32, which would suggest an extraordinarily labour-intensive tourism
sector in the UK However, If adjustment for lower indirect employment and
the high part-tme content of tourism employment 1s made to the Morrell
(1982) estimate the ratio drops to about 1 05 Tourism receipts are, of
course, a gross value and not a value added (1 @ gross sales minus imported
Inputs) measure, as 1s GDP Thus, the ratio would be considerably above one
if iImported inputs were netted out, iImplying that a figure of 1 05 still suggests a
labour intensive tourism sector
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Results

For the reasons mentioned above, it could reasonably be assumed that the
ratio of tounsm’s share in employment to tourism's share in GDP I1s at least
1 05 in each of the member states Some may suggest that this is too low, but
it 1s better, perhaps to err on the conservative side given the somewhat
exaggerated clams that have been made in some quarters In the past
concerning employment in tourism Neediess to say, the resulting estimates
will only indicate very broad orders of magnitude

Table 10 provides an estimate of total employment associated with tourism in
each of the member states, both in absolute terms and as a percentage of
total employment These estimates, as outlined earher, include direct and
indirect employment they exclude the employment associated with
expenditures on day~trips and they also exclude any induced employment that
may result when the incomes of those in direct and indirect employment are
spent and re-spent in the economy  Given the way the figures were
calculated, direct employment accounts for around three-quarters of the totals
indicated in Table 10

The total number of full-time job equivalents in meeting tourism demands in
the EC in 1985 was almost 7 4 milion In absolute terms, not surprisingly,
France, Germany, ltaly and the UK had the highest levels of employment, 1 e
full-time job equivalents Each of them had the equivalent of more than one
mithon people fully employed in meeting tourism demands, and just under one
mithon people were employed in Spain

A more useful measure, perhaps, of the importance of employment in tourism
1s Its share in total employment As may be seen in Table 10, employment in
tourism amounted to 6 0% of total employment in the Community in 1985
Because of the estimation method used, the estimate of employment in
tourism, as a percentage of total employment, had to be higher in countries
with a higher share of total tourism receipts in GDP In particular, it was
highest 1n Spain (9 1%), followed by Portugal (8 6%), France (6 9%), Greece
(6 9%), italy (6 7%) and Ireland (5 8%) The remaining member states had
percentages below the Community average, but nonetheless employment in
tourism amounted to a not insignificant proportion of total employment in all of
these countries

Table 11 highights an interesting and important fact, namely the large
differences that may exist between a country’s share n EC tourism receipts
and its share in EC tourism employment

As may be seen, France (25 1%), Germany (22 3%), ltaly (16 6%), UK
(14 2%) and Spain (10 8%) accounted for the largest shares of total tourism
receipts the next highest share was 2 9%, for the Netherlands Greece
(1 6%), Portugal (1 3%) and lreland (0 8%) had the lowest shares
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When employment shares are examined, the rankings change sigrificantly,
and the shift in some individual country shares 1s quite dramatic  France
(20 1%) accounted for the highest share of employment followed by ltaly
(19 0%), Germany (17 6%), UK {14 6%) and Spain (13 2%) the Netherlands
(2 3%), Denmark (1 5%) and Ireland (0 8%) had the lowest shares As s
evident from the above, the share for Germany drops substantally when
employment rather than receipts 1s used A more significant change, in the
opposite direction, occurs In the case of Greece and Portugal Combined,
they accounted for 2 9% of EC tourism receipts in 1985, but for 8 3% of
employment  These changes result from the large vanations in GDP per
person employed between member states of the Community

5 CONCLUSION

There appears to be considerable ambiguity in some member states of the EC
concerning the significance of the tourism sector The most fundamental point
that 1s made, perhaps, I1s that since no economic sector produces exclusively
for tourism, no production sector 'tourism’ actually exists  As such, it I1s
argued that while one can speak about a rail transport or hotel sector, one
cannot talk of a tourism sector Even looking at tourism from a demand side
there are ambiguiies  As conventionally defined, tourism demand includes
the demands of people travelling for business reasons as well as those visiting
friends/relatives or those travellng for leisure/rest motives It excludes
payments by excursionists (1 @ those not staying away from home overnight),
although much of this expenditure may be holiday/leisure — related Yet, since
every trip to the local pub or leisure centre cannot be included, some minimum
time or distance imit must be introduced

Given the above, it I1s not surprising, perhaps, that the data problems
highlighted In the paper relating to tourism payments exist Apart from the
dearth of statistics on a whole range of matters relating to tourism, it has been
shown that even with the data that do exist there are very serious
inconsistencies Nowhere was this better illustrated than in Table 12 It s
unlikely that these data difficulties could be overcome, though, without a very
substantial iIncrease In the costs of collecting the data, an increased cost that
would have to be justified in terms of the benefits that might ensue

Politicians, the media and others frequently make reference to the importance
of tourism, particularly in terms of its contribution to employment and to the
balance of payments A range of measures have been introduced at the
European Community level to facilitate and encourage the free flow of tourists
in the EC and many member governments have referred to the employment
growth potential of the tourism sector Clearly, then, despite the conceptual
and data ditficulties outlined above, some attempt at quantifying the economic
significance of tourism - In a manner that wilt yield consistently arrived at, and
therefore comparable, estimates - 1s needed if the claims made are to be
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substantiated or otherwise The main purpose of this paper was to provide
prebminary estimates in relation to some aspects of this issue The methods
used were inevitably ad hoc, and consequently results indicate only broad
orders of magnitude

The first result of the paper related to the marked stabiisation effects (1 e
when a surplus or deficit in the balance of goods and services excluding
tounism 1s ehminated or reduced by tourism) of international tourism on the
balance of payments position of the member states of the EC A second result
was that the low—-income countries of the EC tend to have large surpluses on
therr tourism accounts, in contrast to the high-income countries which tend to
have deficits This i1s mainly a reflection of the fact that in general there are
large net tounism flows from the high-income to the low-income member
states of the Community This chiefly resuits from the chmatic and other
comparative advantages of the low-income countnies with regard to
international tourism, a fact that might be more adequately recognised n EC
industnal and regional policy

The paper also highlighted the contribution that total tourism makes to overall
economic activity in the EC  Tourism receipts came to 5 5% of GDP in the
Community in 1985 - ranging from 8 6% in Spain, to 5 5% In ireland to 3 1% in
the Netherlands Tourism expenditures accounted for 8 1% of PFC in the
Community, Germany having the highest (10 7%) and Greece the lowest
(3 9%) percentage respectively — the figure for ireland was 8 3% The number
of full-time job equivalents generated by tounsm demand (direct and indirect)
exceeded seven milhion in the Community in 1985, four of the member states
having more than a million employed Expressed as a proportion of total
employment in each country, Spain had the highest (9 1%) and the
Netherlands the lowest (3 3%) level of tourism employment respectively

It 1s clear, then, that tourism in the European Community accounts for a large
proportion of personal consumer expenditure and, therefore, indirectly for high
levels of employment It also has important balance of payments and trade
implications, particularly for the low-income Mediterranean states It i1s now
time, perhaps, that this importance was recognised in the form of improved
statistics and increased emphasis not just on tourism but on the services
sector In general
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FOOTNOTES

1

Some countries have tried In recent years either to integrate tourism
statistics into their national accounts or to build satelite accounts for
tounism around the national accounts The prime movers have been
Austraha, France, Peru and Spamn and the WTO has assumed the
responsibility for international co-ordination of their efforts (WTO,
1983)

This approach involves looking beyond the present situation in which
international and national economic activity classifications do not specify
tourism activity The WTO has proposed a tourism accounting scheme
which 1s integrated into the national accounting system, and in this
scheme sectors of economic actvity are classified as
characteristic-tounsm activities and tourism-connected activities
according to whether tounsm consumption in the sectors amounts 10
more or less than 50% of final consumption Two different methods of
estimating the proportion of production or value-added in the branch of
actvity which goes to tounsm are suggested The direct or
supply-based method (via producers) s recommended for
characteristic-tourism activities, and the indirect or demand-based
method (via consumption surveys and administrative and accounting
records) 1s recommended for tourism-connected activites Needless
to say, cost 1Is a major factor in implementing such proposals and it
remains to be seen whether or not any progress will be forthcoming

Ireland 1s, perhaps, better placed with respect to tourism data than most
other European countnes and this can be partly explaned by the fact
that sea and air, as opposed to raill and private car, are the main means
of transport into and out of the country
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Table ta Tournism Expenditure (IR £m) in Ireland, 1974-1984
Some Differing Estimates

France Germany USA UK
A B C A B C A B C A B C

1974 24 04 675 54 23 233 283 201 141 496 668 074
1975 39 05 741 58 44 132 307 248 124 563 750 075
1976 47 12 404 79 57 138 368 461 080 602 790 076
1977 73 10 69 109 101 108 468 556 084 831 966 086
1978 94 17 542 128 132 097 483 573 084 1050 1223 0 86
1979 123 42 289 172 133 129 519 562 092 1216 1440 084
1980 128 56 227 173 177 098 449 500 090 1452 1525 095
1981 148 68 219 172 192 089 601 520 116 1478 1722 086
1982 176 93 189 188 203 093 887 732 121 1574 1824 086
1983 147 78 188 217 208 104 1174 675 174 1659 1941 085

1984 148 87 171 210 227 092 1305 977 134 1951 2248 0 87

A = estimate published by Bord Failte Ereann B = estimate published for partner country
C=A/B

Sources Bord Failte Ewreann, Tourism Numbers and Revenue, Research and
Marketing Department, Dublin, 1985, Ministere du Commerce, de L’'Artisanat
et du Tourisme, “Le Tounsme et la Balance des Paiements de 1973 a 1984",
in Collection No 2 de I’Economie du Tounsme, La Documentation Francaise,
Pans 1985, Deutsche Bundesbank, Statistische Bethefte zu den
Monatsberichten der Deutschen Bundesbank Reihe 3 Zahlungsbilanz statistik,
February 1986, No 2, USA Department of Commerce, Survey of Current
Business, annual, Government Statistical Service, Business Monitor MA6
Overseas Travel and Tourism, annual
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Table 1b Regression of Estimate A on Estimate B

Country Equation R2

France A=437"+141"B 090
AA=039+103 AB 050

Germany A=322" +080"B 095
AA=225"-034"AB 010

USA A=-1550+142B 077
AA=828+025"A B 0 07

UK A=-978+0092"B 0 99
AA=410+066 A B 0 37

* Indicates that coefficient for intercept (slope) s significantly different from 0(1) at 5%
significance level (2-talil test)

Table 2  Difference between Estimates of German and French Tounsm
Expenditures in Various Countries, 1984

Den France Ger tri Neth Port Spain UK

A 206 - 182 170 0 91 237 143 089

B 092 078 - 092 056 093 1156 065

ratio of destination country estimate to French estimate

o)
1l

ratio of destination country estimate to German estimate

Sources Data kindly provided by Nationa! Tournist Boards of the various
countries
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Table 3 Stabilising Effects of Tourism on Member States Balance of

Payments, 1972-1985

Effect

Stabiising

All cases[154]

Deficit becomes surplus
Surplus becomes deficit

Deficit decreases

Surplus decreases

Destabilising

Deficit increases
Surplus Increases

83
45

Frequency

Tourism Balance > 10% of

Balance excluding Tourism {124]

65
41

Table 4 Significance of International Tourism in Relation to

Living Standards, 1984

Country

High-Income

Denmark
Germany
France

Netherlands

BLEU
UK

EC

Low-Income
italy
Ireland
Spain
Greece
Portugal

GDP per
capita
[ecu]

13,620
12,710
11,410
10,824
9,795
9,446

9,314

7,701
5,939
5,301
4,203
2,409

Tourism Balance
per capita

i

{ecu]

18
175
76
131
35
13

31

145
24
228
130
92

Share of International
Tourism Receipts in GDP
(%]
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Table 5 Direction of Tourism Balance, 1972-85

Number of Years in which Number of Years in which
Country ! Tounsm was an Inflow Tourism was an Outflow
High-Income
Denmark 7 7
Germany 0 14
France 14 0
Netherlands 0 14
BLEU 0 14
UK 9 5
EC 9 5
Low-income
ltaly 14 0
Ireland 12 2
Spain 14 0
Greece 14 0
Portugal 14 0

! Countries ranked in order of 1984 GDP per capita

Table 6 Net Tourism Revenue Flows to Portugal, 1984

Balance per capita of

Source Country ! Surplus Source Country
[ '000ecul [ecu]
High-Income
Denmark 7,756 1 51
Germany 102,367 1 67
France 100,121 183
Netherlands 29,003 201
BLEU 23,164 2 27
UK 220,400 391
EC (excl Portugal) 500,855 1 61
Low-Income
italy 2,186 004
Ireland 2,047 0 58
Spain 13,889 0 36
Greece -78 - 001

1 Countries ranked in order of 1984 GDP per capita
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Table 7  Net Tourism Revenue Flows from Germany, 1984

Balance per capita of
Destination Country ! Deficit Destination Country
[ "000ecu] [ecu]

High-Income

Denmark 40,676 7 96
France 909,173 16 62
Netherlands -29,502 - 205
BLEU 38,888 3 81
UK 364,295 6 46
EC (excl Germany) 6,074,556 23 32
Low-Income
Italy 2,723,493 47 82
Ireland 24,137 6 83
Spain 1,604,559 39 19
Greece 381,727 38 51
Portugal 117,110 11 b6

! Countries ranked in order of 1984 GDP per capita

Table 8  Tourism Recelpts as a Percentage of GDP, EC, 1985

Country Domestic :::}Limcaamgfls Total
BLEU 13 32 45
Denmark 08 34 42
France 45 21 66
Germany 31 17 48
Greece 11 55 6 6
Ireland 13 42 55
Italy 31 32 63
Netherlands 11 20 31
Portugal 12 70 82
Spain 25 61 8 6
UK 20 22 42
EC 28 27 55
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Table 9 Tounism Expenditures as a Percentage of Private Final
Consumption, EC, 1985

Country Domestic :;Lirlz“rcr)lg?ls Towl
BLEU 20 586 76
Denmark 14 66 80
France 70 20 90
Germany 51 56 107
Greece 16 23 39
Ireland 24 59 83
ftaly 50 15 65
Netherlands 19 62 81
Portugal 18 24 42
Spain 38 13 51
UK 33 34 67
EC 46 35 81

Table 10 Full-time Job Equivalents Generated by Tourism Expenditure,
1985

Tourism Tounsm Employment/
Country Employment Total Employment
[ '000] (%]
BLEU 180 47
Denmark 114 44
France 1,487 69
Germany 1,300 51
Greece 260 69
freland 62 58
italy 1,405 67
Netherlands 172 33
Portugal 355 86
Spain 980 91
UK 1,081 44
EC 7,3931 60

! If the method used for the individual member states was applied to the EC as a whole a
lower estimate of 7 176 million would result
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Table 11 Shares in EC Aggregate [percentages]
Total Tournism Total Tourism
Country Receipts Employment
BLEU 28 24
Denmark 18 15
France 251 20 1
Germany 223 17 6
Greece 16 35
Ireland 08 08
italy 16 6 190
Netherlands 29 23
Portugal 13 48
Spain 10 8 13 3
UK 14 2 14 6
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APPENDICES

A The Insh Surveys

There are four regular surveys related to the Insh tourism industry, two
conducted by the Central Statistics Office (CSO) and two by Bord Failte
Ewreann (BFE) They are as follows

(a)

(c)

(d)

The Country of Residence Survey, which ts carned out by the CSO A
very large number of persons entering and leaving Ireland are each
asked a single question “What 1s your country of permanent
residence?”

The CSO Passenger Card Inquiry, in which all passengers arriving or
departing on chosen trains, aircraft and boats are asked to state the
following the type of ticket, the reason for journey, and the country of
permanent residence Insh residents returning home and foreign
residents leaving the country are asked to provide the following details
of ther tnp nights spent, cost of ticket or package holday, and
expenditure  Cross-border road traffic 1s not covered by this survey,
apparently for secunty reasons, but the Northern Ireland Tourism Board
(NITB) communicates the results of its surveys to the CSO

The BFE Survey of Travellers, for which Bord Failte sample outgoing
(homeward bound) passengers only Thewr sampling scheme differs
from that used by the CSO in that they cover a much larger number of
departures, but only sample a small number of passengers on each
departure The total number of persons covered I1s much less than the
number covered by the CSO survey While the CSO survey uses a card
filed n by the traveller, the BFE survey involves a twenty-minute
interview Again, there are problems with cross-border traffic, partially
overcome by using the results of the NITB surveys

The BFE Home Holiday Survey i1s an annual survey of a sample of all Insh
residents which collects information on holiday habits, ncluding
expenditure and which 1s used to calculate estimates of domestic
tourism expenditures, among other things The survey, which is carried
out every autumn, I1s based on a stratified quota sample of homes All
those surveyed are asked to estimate thew tourism expenditures over
the previous twelve months

B Causes of Unrehability of Tounism Payments Data

1

The causes of the unrehability noted in the main text are many, but faulty
estimation methods are undoubtedly the dominant factors These will be
considered first and then a variety of other causes will be briefly discussed
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(1) Faulty estimation methods

The methods used to estimate tourism receipts and expenditures are
inherently flawed The survey method, while rehable in principle, I1s often
based in practice on a tourist's recollection on returning home of his/her
expenditures  The diary method used for Family Budget Surveys would
uhdoubtedly be more accurate For the bank-reporting method to work
effectively, particularly in the absence of strict exchange controls, details of
residence and destination would have to be recorded for every relevant foreign
exchange transaction and both partner countries would have to be notified of
every relevant transaction The keeping of such detaled records, though, Is
considered impractical While the survey method involves greater expense
than the bank-reporting method as presently operated, 1t would probably be
cheaper than a more accurate implementation of the bank-reporting method
indeed commercial banks are unlkely to agree at all to the collection of
detailled information which i1s not really relevant to their own operation

In the meantime, the absence of detaled records means that certain
transactions are wrongly accredited, leading to biased results, as the following
examples illustrate

(a) Foreign currency is attributed to that country where 1t i1s the legal means
of payment (see EUROSTAT, 1986), at least in EC countries Thus an
Insh tourist using sterling or US dollars in a country which operates the
bank-reporting method 1s assumed to be from the UK or the USA
respectively Simidarly, if the Insh authorties reled on the
bank-reporting method then such a tourist would be assumed to be
going to the UK or USA respectively

(b) Funds taken abroad by Iltalan tourists (and exchanged for local
currency) and later repurchased by non-italian residents to be spent
during therr trips in ltaly appear neither as expenditures nor receipts
(OECD, 1986) If these funds were returned to ltaly by the foreign bank,
then they would be correctly identified This problem is not specific to
ltaly, as 1t 15 not clear for many countries under what circumstances
such funds would be either reported or returned physically to the source
country Neither 1s it clear whether such transactions appear as receipts
and/or expenditures for the other country

(c) International tourists on average spend only 85 to 95 per cent of the
foreign currency that they purchase (This i1s the case in Denmark, at
least (See OECD, 1986) ) Strictly speaking, the excess, when
reconverted, should appear as a negative amount In the tounsm
account



(n) Other causes

Differences in the definitton of a tourist and of tournism receipts are undoubtedly
a cause of inconsistencies In tourism statistics Recent OECD reports on the
international comparability of tourism statistics have clarfied the position
considerably (OECD, 1983 and 1986) and the tables i these reports give
details of the differences which exist between member countries Some
countries also cause confusion by the choice of regions included in the
statistics For example, Bord Failte Eireann publishes series on total overseas
tourism receipts, total out-of-state tourism receipts, and total-out-of-state
visitor receipts (1 e receipts from tourists and day trippers) the latter both
including and excluding carner receipts The Belgium/BLEU and Bntain/UK
distinctions present similar problems

All international tourism revenue flows are measured In two currencies The
effective exchange rate between the currencies will, however, vary from
transaction to transaction, and the exchange rate used to compare aggregates
should be an appropriate weightea average The seasonal nature of tourism,
however, means that, particularly where exchange rates are volatile, a simple
annual average may be inappropriate, but this may be all that is available

All economic data are regularly revised by national statistics offices in the
interests of greater accuracy This policy occasionally 'backfires’ when two
international organisations (e g EUROSTAT and OECD) are sent different
figures for the same vanable The authors have also traced substantial
discrepancies between data provided by mternational organisations back to
human error In transcription

In some countnes, including Ireland, as seen earher, there 1s an amount of
duplication in the collection of tourism statistics, with both the national
statistics office and the national tourism organisation collecting data on
tourism, possibly using different methods and defimtions There are significant
discrepancies between the estimates for receipts generated by BFE and those
generated by the CSO However, the discrepancies are eliminated before
pubhcation of the figures by reducing all the BFE receipts estimates to about
two-thirds of their original level

The two bodies are conducting a joint examination of possible causes of these
differences Apart from the different sampling techniques used, other causes
suggested Include

- failure to include credit-card and cheque-book expenditure in answer to
the CSO question,

- underestimation of cross-border expenditure,

- a bias towards higher-expendrture tourists in the BFE selection scheme
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C Estimating Domestic Tourism Payments

The tables in this appendix show the ratios used to assess the rehability of two
sets of estimates of domestic tounism expenditure — those provided by the
National Tourism Orgamisation and those arrived at by the authors In each
case, column (1) refers to the former and column (1) to the latter

Data were not availlable from all countries for any one year, so the ratios for
different countries refer to different years, as follows BLEU, Netherlands
(1982), France (1983), Denmark, Portugal, Spain, UK (1984), and Germany,
Greece, Ireland, italy (1985) In using these data to make estimates for other
years, it 1S suggested that tounism’s share in PFC 1s the factor least likely to
change from year to year In particular, Tables 8 and 9 were constructed on
the basis of this assumption The tables in this appendix are preceded by a
discussion of the arguments in favour of the authors’ estimates

(1) Large Mediterranean countries

Estimates were available for two of the three countries in this group, but In
each case they seemed to be much too large Bednights ratios of 2 5 in each
case were very high The domestic/international ratios were expected to be
higher than for the other groups, but not to the extent observed Finally, the
PFC shares were higher than for any of the other member states, even though
in terms of GDP per capita France and Spain are only second and seventh of
the nine states which provided estimates

As a result, the estimates for France and Spain were considerably scaled down
to conform more with the pattern of ratios in Tables A1-A3 The estimate for
italy was then derived from these

The bednights ratios for France and Spain remain high and this must lead one
to question seriously the rehabiiity of the bednights figures for these countries

(n) Large non-Mediterranean countries

There was one estimate in this group (for the UK) but rehable, up-to-date
bednights data against which 1t could be checked were not available
Nevertheless, on the basis of the methodology used and the PFC ratio, the UK
figure seems broadly correct

As expected,the domestic-international ratio for the UK s higher than for the
small countries and lower than for the large Mediterranean countnes This
ratio was used as the starting-point in generating an estimate for Germany
The associated bednight ratios are reasonable and, while the PFC share Is
high, this was not unexpected given the unusually high German expenditures
on international tourism

(m) Small Mediterranean countries

These two countries also have the lowest living standards in the Community
Taken separately, neither of theirr estimates could have been questioned on
the basis of any of the three checks Comparing the two countries with each
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other, however, suggested that either the Greek estimate was too low or the
Portuguese estimate too high The later possibility was ruled out on the basis
of the low all-accommodation bedmights ratio, so the Greek estimate was
adjusted upwards somewhat

(v) Small non-Mediterranean countries

While this was the largest group, it was also the least troublesome In the hght
of what has been said above, the estimates for Denmark and the Netheriands
seem extremely reliable The Netherlands’ bednights ratios are easily
explained a strong tendency among domestic tourists towards low-cost
camping holidays brings down the all-accommodation ratio, the hotel
bednights data was accompanied by a warmng that domestic hotel bednights
are grossly under-estimated, and this brings up the hotel ratio

The BLEU situation 1s complicated by the exciusion of Luxembourg for the
purposes of defining domestic tourism - the onginal estimate was for hohdays
by Belgians in Belgium, excluding stays with family and friends of 1-3 nights
Simiarly, bednights data cover Belgians in Belgium only and can be ignored
By comparison with the rest of the group, a domestic-international ratio of 0 5
for BLEU can be seen to be appropriate The associated PFC share 1s in line
with GDP per capita

Table A 1 Ratio of Domestic Receipts (per domestic bednight) to
International Receipts (per international bednight)!

All bednights Hotel bednights

0 (n) (1 ()
BLEU 01 03 05 16
Denmark 04 04 05 05
France 25 19 na na
Germany na 05 na 08
Greece (0 5) (07) (0 5) 07)
Ireland na na na na
ltaly na (0 5) na (0 8)
Netherlands (0 2) (0 2) (14 (1 4)
Portugal 03 03 05 05
Spain na na 25 12
UK na na na na

T In arrwing at the figures in brackets It was assumed that the ratio of domestic to
international bednights was the same as in the nearest year for which data were available -
1981 for Greece 1984 for Italy and 1983 for Netherlands
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Table A 2 Ratio of Domestic Expenditures to International Expenditures

() (n)

Large Mediterranean Countries

France 73 55

ltaly na 49

Spain 105 51
Large Non—-Mediterranean Countries

Germany na 13

UK 14 13
Small Mediterranean Countries

Greece 10

Portugal 11 11
Small Non-Mediterranean Countries

BLEU 02 05

Denmark 05 05

Ireland 05 06

Netherlands 05 05

Table A 3 Ratio of Total Tourism Expenditures to PFC’

(1) (n)

Denmark 80 80
Germany na 107
France 13 90
Netherlands 81 81
BLEU 6 2 76
UK 68 67
Italy na 65
Ireland 78 83
Spamn 94 51
Greece 34 39
Portugal 42 42

1 Countries ranked in order of 1984 GDP per capita
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DISCUSSION

D Jennings | would like to first thank the Society for giving me the opportunity
to propose a vote of thanks to the authors of tonights’ paper

Fifteen years ago John O’'Hagan presented another very interesting paper on
tounsm to the Society In the discussion on that paper it was noted that
international harmony in the field of tourism statistics was, it was hoped, on the
way The United Nations had recently been doing some work in the area

Since then tourism has been one of the major growth industries of the World
Visits abroad by UK residents (one of tourisms major 'generators’) rose from
11 million in 1974 to 22 milhon in 1985 However, harmonization 1s absolutsly
no nearer as Messrs O’Hagan and Waldron have highlighted so well here
tonight

The Statistical Office of the European Community has acknowledged this, and
they are to assess the feasibility of a community-wide harmonised system of
tounism statistics It remains to be seen, however, how far they will get What
direction such a harmonised system will move in I1s anyone’'s guess It Is
difficuit to see Ireland or the UK changing their methods (which are generally
agreed to be the most desirable), on the other hand what can the countries on
mainiand Europe do to improve their situations The vast, and free, movement
of people by road and raill among these countries makes the carrying out of
worthwhile traveller surveys as good as impossible We n Ireland, with a
relatively insignificant land frontier, have not yet solved the problem of
estimating our own cross-border flows satisfactorily

It 1s worth noting here that the United States and Canada publish data on the
travel flows (physical and financial) across their common border This data 1s
denved from a survey carried out jointly by the immigration and customs
authorities of both countries The move towards the abolition of customs
formalities at internal EEC frontiers (the so-called completion of the internal
market) militates against the success of such a survey in the EEC context

What countries have at present in the area of tounsm statistics 1s, we may be
sure, what each considers the best avallable in the circumstances Countnies
using the bank reporting method will, while acknowledging certain defects, be
well able to defend their method and to point to the advantages they see it
having over other methods (not the least of which 1s its cost)

The fact that the normally conservative statistical offices of several of the
countries which use the bank-reporting method publish detailed country
analyses of their tourism and travel receipts and expenditure i1s proof of this

The use of traveller surveys is no panacea either The figures for the US in the
authors’ table 1a actually only tell half the story of the difficulties which can
arnse When account 1s taken of the fact that the onginal Bord Failte estimate
has been reduced by about one third (as stated in Appendix B) it will be seen
that the three survey-based estimates of US expenditure in Ireland differ by
something of the order of 100%!
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And this 1s not just an Insh problem The 1984 estimates of US spending in the
UK made, using surveys, by the US Bureau of Economic Analysis and the UK
Department of Employment also differed by over 30%

Despite the significant data deficiencies the paper does draw some reasonable
conclusions from what data 1s availlable The stabilising effect which tourism
and travel has on intra—EEC balances of payments 1s well proved in the paper
The tables which best do this are, in my opinion, the frequency count tables 3
and 5 which summarise the position over a 14 year period The tourism
balances for the year 1984 in table 4 can be subject to pretty violent changes
from year to year and one years’ figure may not therefore be properly
representative  For instance the UK tourism and travel balance went from
approximately + £600 million sterling in 1985 to - £500 million in 1986

As tourism 1s more and more being seen as the big growth area of the future
its abibty to generate employment 1s of great interest The estimate of
"tourism’ employment in Ireland of 62,000, denved using what appear to be a
very reasonable set of assumptions, makes the Tourist industry more than one
third the size of Agnculture and nearly as large as the Bulding and
Construction Industry as far as employment 1s concerned There 1s also of
course an employment content n our import tourism which should not be
forgotten The travel agents,tour operators and a fair proportion of Aer Lingus,
B & | Line and ICL employment rely on the Insh visitor abroad

In conclusion | would like to thank the authors for doing an excellent job in
wading through the unharmonised morass of EEC tourism statistics and
presenting us with such an interesting and useful paper on the importance and
potential of tourism

Alan W Gray Firstly | would llke to congratulate the two authors on an
important paper and | admire therr courage in attempting the study given the
data problems The authors set out three objectives in relation to this paper
Firstly to provide estimates of the contribution of tounsm to economic activity
in each of the member countries Secondly to highlight the dearth of financial
data relating to tounsm and thirdly to outline some effects of tourism
payments

I would llke to focus my comments particularly on the question of data
rehability  On the 1ssue of the dearth of and rehabiity of financial data the
authors quite rightly pointed out divergences between expenditure data from
different sources and suggests that estimates dernved from the bank-report
method are likely to be less rehable that the visitor sample survey method [t s
also suggested that the receiving country’s estimate are likely to be more
rehable no matter what method s used If these conclusions (which are
generally accepted by most commentators) are correct they are very
important in indicating which data sources should be used It may be useful
therefore to consider these questions The basis for these conclusions relate
to three main factors (1) the well known problems of the bank-reporting
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method (1) the difficulty of obtaining accurate breakdown of expenditure by
country of destination when more than one country 1s being visited and ()
some illustrative results which show unlikely results for certain countries such
as ltaly 1 would be interested to know If the unusual short term wregularities
for ltaly were also evident if one examined the data for expenditure from the
countries of origin and if this was not the case whether this changes the
conclusions regarding the ments of always using the recewving country’s
estimate | would also be interested to see a comparnison for the survey data
and the bank-reporting method for ltaly which uses the two methods jointly It
may also be worthwhile comparing visitor numbers with the expenditure data in
order to shed some light on the ments of the different data sources Finally |
would be interested in the authors views on the extent to which the above
conclusions are more certan in partcular cases In particular the
under-recovery of expenditure In destination countries I1s likely to be greater
for small destination countries (for example Ireland may be.omitted for some
origin country data and included in with the UK)  Also some countries data are
thought to be unusually complete and thorough (for example Canada and the
UK) and | would be interested if this factor should be taken into account n
deciding on what data source to use

Having considered the question of data reliability | would hke to comment on
the man results of the paper Fistly concerming the stabilising effect on the
balance of payments the data presented convincingly illustrates the stabilising
effect of tounsm | would be interested in the authors views of why this I1s the
case On the effects of the flows from high income countries to low income
countries and the fact that low income countries have a surplus on tourism
account this 1s In line with what one would expect

Concerning the results on the significance of the tourism sector the paper
highlighted estimates of the contribution that total tourism makes in terms of
contribution to GDP and in terms of the number of full-time job equivalents
generated In order to generate these estimates the authors had to use the
published data on international tourism payments and had to make
approximate estimates of international carner payments and domestic tourism
payments Given the absence of data for most countries this was a very
difficult task Using estimates for Ireland and the UK the authors derive
estimates for international carrier payments for other countries While this Is,
as acknowledged by the authors, a crude measure, | think the figures which
they derive are plausible and | cannot suggest a better approach In estimating
domestic tounsm payments even greater problems were faced by the authors
Firstly some survey data was available and two checks on the estimates were
used, namely the ratio of domestic to international tourism expenditures and
the share of total tourism expenditures in private final consumption It 1s
difficult to evaluate these two concurrent checks but | would be interested to
see iIf these two vanables changed significantly over time in the countries for
which data i1s available
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In estimating employment figures for tourism the results in the paper are
derived on the basis of an assumption that the ratio of tourism share In
employment to tourism share in GDP 1s similar for all countnnes The key
question relates to the vahdity of this assumption

The authors correctly pont out that no data exists against which the hypothesis
could be tested | would be interested to see however whether there was data
on the ratio of tourism’s share 1n employment to tounism’s share in GDP for
non EEC countries and how this compared with the estimate used in this study
it may also be interesting to compare the ratio of some other sectors (fore g
manufacturing or agriculture) share in employment to thew share in GDP and
how this varies for different European countries It 1s possible that the nature
of tourism n the different countries or the differences in labour costs, could
alter the assumption that the ratio was similar for all countries Unless the
comparisons suggested above shed some light on the i1ssue | think the authors
have no choice but to stick with their oniginal assumption

Finally | would like to congratulate the authors on their courageous approach to
this study and to commend them on the innovation which they showed in
overcoming the data problems which exist

E W Henry | wish to be associated with the vote of thanks to the authors of
tonight’s paper, for providing a very useful and thorough piece of work within
an EC framework

As an input-output (I-0) practitioner, | offer a brief comment In compiling I-O
transactions, one 1s confronted with the problem of sub-dividing Export
Tourism (denoted “Expenditure by Non-Residents” Iin the National Accounts)
nto sectoral shares, first at purchaser prices, and then (usually) at basic
prices Given the latter breakdown among the sectors of the I-O mode! being
used, one can then apply the Leontief inverse to the Export Tourism vector at
basic prices, to estimate direct-plus-indirect GNP or employment required or
implied by such final demand Similar estimates could be made for domestic
tourist expenditure, given the appropriate final demand vector at basic prices

The methodology of these estimates assumes that GNP or employment 1s
distributed evenly with sales or output along each row of the transactions table,
“evenly” meaning “in direct proportion to” Wilkam K O'Riordan explained all
of this clearly in his paper to the Soctety on 18 October 1984, entitled “Induced
employment in marketed services sectors in Ireland, 1975" If one requires
full man-year-equivalent estimates of employment generated by tourist
expenditure of any variety, then obviously all sectoral employment data fed
into the model must be expressed in full man-year units  So If some
occupations take only four months of each year, then numbers of persons
must be divided by 3, and so on, In preparing the basic employment
coefficients per annual flows of output
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| gave an -0 contribution along the lines just mentioned to Brian Deane of Bord
Fallte Eireann for his paper of 4 July 1986 entitled “An Employment Growth
Area The Tounsm Industry” The paper was read to the Conference on
“Unemployment - the Challenge to Society” at the Dubhn College of Catering,
organised by the Dublin institute of Technology In the paper, employment
estimates were given for different kinds of tounst expenditure in Ireland in
recent years, and under different modelling assumptions All tourist
expenditure I1s assumed to have a direct-plus—-indirect impact Export tourism,
by causing a new sttimulus of buying-power, may be assumed to have a further
“induced” impact There are arguments for and against including Government
taxatton rows and current outgoing columns within the inter-industry
(interacting) matrix | leave it to my listeners to contact Brian Deane for further
information

Finally, | state the obwvious, in pointing out that the employment and GNP
estimates thus derved become more reliable as the quality of the basic data
improves You must work at the input detail to improve numerical precision

Sean D Barrett It 1s a pleasure to be associated with the proposer and
seconder of the vote of thanks to our authors As a colleague of the authors
and someone with a direct interest in tourism promotion | found much of value
in the paper

The authors state that Ireland has made more progress than most countries in
assembling data on tourism This applies to matters of defimtion in this field
The Eurostat definition of a tourist, cited by the authors, includes business and
family trips in addition to holiday trips The Insh CSO more appropriately
classifies the broader groups as visitors and describes as tourists only those
who classify themselves as tournists  The proportion of wvisitors to Ireland
classifying themselves as tourists has falien from 49% in 1975 to 38% in 1984

The authors make a strong case that “the diary method used for Family Budget
Surveys would undoubtedly be more accurate” than relying on the tourist’s
recollection on returning home

The paper's examples of divergences between Ireland’s estimates of the
tourist expenditures here and the estimates provided by the home countries of
the tounsts are striking It appears that French tourists consistently
under-report to their own government the tourist expenditures abroad and it
would be interesting to speculate why this 1Is so  The dispanties are not
confined to expenditures but may effect the numbers of tourists also Ireland
frequently reports some 36,000 Canadran tourists here while the Canadian
authorities report about 52,000

The authors test two hypotheses in relation to tourism flows and find broad
support for both Tourism fiows tend to be from countries with a balance of
payments surplus to deficit countries and from low to high income countries
There are of course exceptions to every rule and the US balance of payments
deficit co-exists with a large tounism import The record of France In
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maintaining a tourism surplus over the fourteen years covered by the authors’
survey suggests that other hypotheses to explain tourism flows might be
examined such as that tournsts move towards warmer climates and low indirect
taxes

Ireland’s case differs from the authors’ general model Surveys show that
many French and German tounsts found the country bad value for money in
the first half of this decade Spain now has a higher GNP per head than Ireland
but presents an attractive alternative to a holiday at home for Insh people and
there is little tounst traffic from Spain to Ireland incidentally, distance does
not explain the low share of the German market held by Ireland compared to
the Greek share Policies on the exchange rate and access transport may be
better explanations of Ireland’s failure

The authors contrast the employment and tourism receipts shares in the EC of
Greece and Portugal with the German experience They state that Morrell’s UK
data indicate “an extraordinarly labour mtensive tourism sector in the UK ”
Morrell may be correct if the UK tourist sector resembles Greece and Portugal
more than Germany We have some pieces of evidence that tounism Iin the UK
1s labour intensive and a low wage sector As the authors remind us, 1t has a
large proportion of part-time workers It has a large immigrant labour force
which presumable causes downward pressure on wages and a low rate of
unionisation By comparison in Dublin the hotel sector 1s heawvily umonised
Hotel charges have risen faster than prices in general and the hotel share of
overnight stays by visitors 1s only 14%

Ireland has a lower share of the EC’s tourism labour force than its GDP per
head would lead one to expect This may indicate within the hotel sector the
presence of a relatively high wage low GNP economy coupled with a large
informal accommodation sector

The policy implications for us in Ireland from this paper are chalienging In too
many cases Ireland 1s shown to be an odd man out when favourable
developments for tourism are reviewed The problems of the public finances
have made Ireland a relatively high cost tourist destination The cost problems
of the hotel sector, examined in the NESC Report, present a private sector
case of Baumol's disease The White Paper on Tourism found that the number
of ar tounsts to Ireland from Britain fell by 50% between 1975 and 1983
Spain, Greece and ltaly had aviation policies, if anything, more conservative
than Ireland but developed aw access by charter airlines Ireland’s welcome
change of policy on air transport access since May last should therefore help
our tounst sector A final case in which ireland 1s the odd man out I1s the
assumption that tourism’s export marketing costs should be financed by the
public sector This has reduced our ability to assess the effectiveness of
marketing expenditures in addition to causing problems for our exchequer
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Accurate statistics are indispensable for good policy Our authors tomght and
Mr Jennings have provided us with much useful matenal | await with interest
the decisions of Mr Gray and the policy-makers
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