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EXECUTIVE SUMMARY 

A flourishing tourism industry is vital for Ireland’s economic well-being. One of Ireland’s 

largest indigenous industries, tourism supports approximately 270,000 jobs in every town and 

county across Ireland. With over 90,000 new jobs having been created since 2011, tourism 

is a major source of employment generation and now supports 11% of total employment. 

Accounting for almost 4% of GNP, tourism attracted approximately 11 million out-of-state 

visitors to Ireland in 2018 and generated over €9.2 billion in tourism revenues and over €2 

billion in taxes for the exchequer.   

What is sometimes lost in discussions about the economy is that tourism growth is one of the 

most effective ways to spread employment opportunities and prosperity across the entire 

country. With 71 per cent of tourism jobs based outside of Dublin, tourism’s wide geographic 

distribution is critical to sustaining regional economies. It is therefore essential that economic 

policy does not become detached from the realities facing businesses in the regions – the 

engine behind Irish tourism. The focus should be on creating the right environment to sustain 

further tourism growth.  

While tourism has recovered in recent years, tourism businesses throughout the country face 

a number of pressing challenges including significant risks and uncertainty associated with 

Brexit, the increasingly high cost of doing business, difficulties in attracting more visitors to 

the regions and issues around the seasonal nature of tourism. In particular the recent hike in 

tourism VAT, spiralling insurance costs and increases in water and energy pose enormous 

challenges in terms of cost competitiveness.  

Our industry is very dependent on the economic environment of our major source markets 

and remains vulnerable to external economic shocks. Chief among the concerns faced by 

tourism businesses, including hotels and guesthouses, are the economic uncertainty arising 

from Brexit, low levels of growth and the significant weakening in the value of Sterling relative 

to the Euro in recent years. As of April 2019, the Euro was 19.5% more expensive in Sterling 

terms compared to four years ago, resulting in a significant loss in Irish cost competitiveness. 

This has resulted in the Sterling cost of a €1,000 family holiday in Ireland increasing from 

£721 in April 2015 to £862 in April 2019 (an increase of £141).  
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Key Recommendations for Budget 2020 

The IHF budget recommendations are framed to ensure that Budget 2020 increases 

investment in tourism marketing, product development and infrastructure and supports cost 

competitiveness by reducing State originating costs and avoiding any new measures which 

increase costs. The specific recommendations are: 

 Introduce enterprise support measures to combat the negative effects of Brexit 

 Increase expenditure on tourism marketing and product development (an additional 

€20 million in 2020, followed by an additional €10 million in each of 2021 and 2022) 

 Increase investment tourism-related capital expenditure within the National Planning 

Framework with the allocation of €350m for investment in infrastructure and product 

development over the next five years. 

 Restore the 9% VAT to help maintain competitiveness. This is the right rate for tourism 

and has delivered enormous economic benefits since it was introduced. 

 Reduce the burden of commercial rates (Budget 2020 should include an instruction 

to all local authorities in which a revision of rateable valuations has not been 

completed to introduce a scheme to waive 30% of rates on hotels and guesthouses.) 

 Deliver concrete results in relation to insurance reform. Progress has been extremely 

slow and is having a serious consequence for the viability of hotels and other tourism 

businesses.  

 Defer the CRU proposed decision for an increase in Irish Water’s cost allocation to 

the non-domestic sector from 19.45% to 22.98%, which represents an effective 

increase of over 18% in costs for businesses at a time when many are also facing 

significant increases due to the harmonisation of charges. 

 Prioritise the introduction of a Tourism Satellite Account within the Central Statistics 

Office (CSO) in order to better inform future taxation and economic policy by providing 

a full economic analysis of tourism activity and its contribution across each county. 
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TOURISM POLICY AND BUDGET PRIORITIES            

The recovery in tourism has not been evenly spread throughout the country and this remains 

a significant challenge for rural tourism businesses that have not benefitted to the same 

extent from increases in overseas visitors. Additional policy measures are now required to 

ensure tourism fully delivers on its economic potential, particularly in light of the significant 

risks and uncertainty surrounding Brexit. It is in this context that Budget 2020 should be 

framed, with priority given to mitigating risks to the economy and supporting sustainable long-

term tourism growth and further employment generation.  

  

Key Tourism Considerations for Budget 2020 

 Irish tourism has proven itself to be an excellent investment for the country, supporting 

approximately 270,000 jobs and generating €9.2 billion for the Irish economy  

 Tourism contributes almost €2 billion in taxes to the exchequer and accounts for 4% 

of GNP. 

 Having created 90,000 new tourism jobs since 2011, it has the potential to deliver a 

further 40,000 over the next five years given the right economic policies.  

 Brexit poses significant risks to the future growth prospects of Irish tourism and to its 

current situation through increased economic uncertainty and loss of cost 

competitiveness as a result of a significant depreciation of Sterling. 

 As of April 2019, the Euro was 19.5% more expensive in Sterling terms compared to 

four years ago, resulting in a significant loss in Irish cost competitiveness. This has 

resulted in the Sterling cost of a €1,000 family holiday in Ireland increasing from £721 

in April 2015 to £862 in April 2019 (an increase of £141).  

 The high cost of doing business in Ireland remains a concern, including the impact of 

public sector charges and the burden of commercial rates. 

 Irish tourism continues to experience a three-tier recovery, with Dublin performing 

strongly, followed by other large urban areas and tourism hotspots. However, many 

rural tourism businesses, including hotels and guesthouses, continue to lag behind. 

 Room rates are now approaching sustainable levels in parts of the country. However, 

there is significant disparity throughout the country. 
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Dublin and rest of the country hotel performance 

The usually quoted profit figure for the hotel sector is obtained from the Crowe Ireland Annual 

Hotel Industry Survey. However, this survey’s measure and definition of profit does not 

include all costs. Its definition of fixed charges excludes depreciation, bank loan interest and 

rent where applicable.  Consequently the published profits figures refer to EBITDAR and 

overstate the true surplus or economic profit. EBITDAR has increased from €11,990 in 2015 

to €14,558 in 2016 and to €16,377 in 2017. These are average national figures and there are 

substantial regional variations. The national figures exaggerate the strength of much of the 

rural and regional hotel sector. The regional figures for profit per room excluding depreciation, 

loan interest and rent are shown below: 

 National average €16,377 

 Dublin   €22,952 

 Midlands and East €13,463 

 South West  €12,064 

 Western Seaboard €11,091 

 

Dublin is well above the national average but the other three regions are each substantially 

below the national average. EBITDAR in the Western Seaboard is less than half of the Dublin 

level.  The same geographic difference applies to occupancy rates. The national level is 

75.4%. Dublin is 83.5% but the other three regions are substantially below the national 

occupancy rate, they range between 69.5% and 71.6% 

 

1.  A RESPONSE TO BREXIT 

Brexit poses enormous challenges for our industry given the vital importance of the British 

market, which accounts for 36% of overseas visitors and almost €1 billion in revenue. 

Combined with visitors from Northern Ireland, the UK as a whole accounted for approximately 

€1.4 billion in tourism revenue. The UK market is a very strong determinant of overall tourism 

performance and its importance cannot be overstated. Our dependence on this market is 

even more pronounced for regional tourism given the extent to which UK visitors travel 

throughout the entire country, including outside the peak tourism season.  

 

Chief among the concerns faced by tourism businesses, including hotels and guesthouses, 

are the economic uncertainty arising from Brexit, low levels of growth and the significant 
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weakening in the value of Sterling relative to the Euro in recent years. As of April 2019, the 

Euro was 19.5% more expensive in Sterling terms compared to four years ago and this has 

made it less attractive for UK holidaymakers to visit Ireland, having greatly reduced their 

spending power since the Brexit referendum. This poses a serious continuing competitive 

challenge for Irish tourism. The expectation is that Sterling will remain weak and may fall 

even further as negotiations become more difficult and as the date for Brexit gets closer. 

Table 1: Tourism Performance 2018  

     REVENUE  VISITOR TRIPS 

Great Britain €1,024bn 3.47m 

Rest of Europe €1,844bn 3.51m 

North America €1,742bn 1.96m 

Other Overseas €599m 0.65m 

Total Overseas €5.209bn 9.58m 

Northern Ireland €371m 1.29m 

Total Out-of-State €5,580bn 10.87m 

Carrier Receipts €1.725bn - 

Overseas Same-Day Visitors 47m - 

Total Foreign Exchange Earnings €7,352bn - 

Domestic trips €1.879bn - 

Total Tourism Revenue €9.231bn - 

Source: Fáilte Ireland Tourism Facts 2018 (Preliminary) and estimates. Northern Ireland 2017 visitor 

numbers and expenditure used for 2018. Domestic expenditure refers to 2017 

 

In addition, the final details of the new economic relationship between the UK and the EU 

may contain undesirable elements from the perspective of Irish tourism, especially in the 

conditions determining the flow of people. For example, the UK is an important access point 

to Ireland for long haul visitors who include Ireland on their UK visit. The range of long haul 

air services in the UK is also substantially better than in Ireland. The 5% reduction in visitor 

numbers from Great Britain in 2017 and corresponding drop of 6% in revenues combined 

with the failure to recover these losses in 2018 are a serious concern. This situation risks 

deteriorating further depending on the ongoing and final Brexit arrangement. In light of the 

current uncertainty, it is imperative that both the Government and the industry do everything 

possible within our control to mitigate the risks associated with Brexit.  
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2.  TOURISM 9% VAT RATE 

The 9% VAT rate was one of the most successful job-creation initiatives in modern times with 

the positive impact on tourism exceeding all expectations. Bringing our tourism VAT rate in 

line with our European competitors enabled the tourism industry to become more competitive, 

contributing to increased tourism demand and significant ongoing investment and growth in 

employment. From its introduction in 2011, the measure supported the creation of over 

90,000 tourism jobs and delivered enormous dividends for the economy in the form of 

increased tourism revenue and employment generation in all areas of the country. It enabled 

hoteliers and other tourism businesses to re-invest revenues in refurbishment, renovation, 

innovation and product development – resulting in substantial levels of further employment. 

As a result of the decision to increase Ireland’s tourism VAT rate to 13.5% in Budget 2019, 

Ireland now has a higher rate of VAT on tourism accommodation than 27 countries in Europe 

with which we compete. We are already a very high cost economy by international standards 

and this additional tax imposed on tourists has made Ireland less attractive as a destination 

and put our industry at a further competitive disadvantage, particularly at a time when regional 

tourism businesses are exposed to major risks and uncertainty around Brexit. We are 

therefore calling for the restoration of the 9% VAT to help maintain competitiveness.  

Table 2: European VAT rates on accommodation, 2019 

Country    Rate (%) Country    Rate (%) 

Luxembourg 3 France 10 

Switzerland 3.7 Italy 10 

Romania 5 Spain 10 

Belgium                  6 Austria 10 

Portugal 6 Slovakia 10 

Germany 7 Iceland 11 

Malta 7 Norway 12 

Turkey 8 Latvia 12 

Poland 8 Sweden 12 

Bulgaria 9 Croatia 13 

Cyprus 9 Greece 13 

Estonia 9 Ireland 13.5 

Lithuania 9 
Czech 
Rep 

15 

Netherlands 9 Hungary 18 

Slovenia 9.5 U.K. 20 

Finland 10 Denmark 25 
   Source: Hotrec, EU Commission 
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Worsening the Brexit Impact on Cost Competitiveness  

There are now serious concerns about the performance of the UK market for Irish tourism 

due to Brexit and the associated exchange rate decline in sterling. The UK market is a very 

strong determinant of overall tourism performance.  

In April 2019, the average Euro/Sterling exchange rate was 0.86179. This compares with an 

exchange rate of 0.72116 in April 2015 (the year prior to Brexit decision), making the Euro 

19.5% more expensive for visitors from the UK compared with four years ago. There is little 

expectation of a strengthening of Sterling. With a hard Brexit becoming more likely, the risk 

of a further weakening in Sterling poses a major continuing challenge for Irish tourism 

businesses.  

This challenge has been compounded by the increase in the tourism VAT rate, which added 

to an already significant loss in cost competitiveness due to the decline in the value of Sterling 

in recent years.  The combined cost competitiveness loss of the higher VAT rate and the 

sterling decline is an enormous negative effect on the tourism industry.  

Against this Brexit-related negative impact, it is vital that the Government avoids any changes 

in policy that further damage the competitiveness of Irish businesses and weaken the ability 

of the tourism sector in particular to cope with existing and additional potential threats coming 

down the line as a result of Brexit. There is now an even stronger requirement for 

competitiveness enhancing measures than hitherto. 

3.  TOURISM MARKETING FUNDING 

Tourism demand is constantly evolving and, as conditions change, all stakeholders must be 

ready to respond. This requires continuous investment in tourism marketing, innovation and 

product development to ensure that our tourism offering keeps pace with global competition 

and customer expectations. Irish tourism has been an excellent investment for the country 

and needs to be continued if the sector is to continue to deliver returns for the economy. For 

every euro spent in overseas tourism marketing by the State approximately €130 in overseas 

visitor expenditure was generated.  

Since the economic downturn, however, the funding allocation for tourism marketing and 

product development has been cut back substantially and tourism bodies are now operating 

under very constrained budgets. As a result, Ireland’s share of voice in our key markets has 

fallen significantly, risking a damaging loss of brand awareness. To date, the weak spend 



 

 
IHF Budget 2020 Submission – May 2019    Page 8            

 

has been masked to an extent by other factors including favourable market conditions such 

as a decline in the euro/dollar exchange rate, which has contributed to a significant increase 

in USA visitors. Greater investment in tourism promotion and development is therefore now 

more important than ever if Ireland is to secure long‐term and sustainable market growth.  

Two particularly pressing strategic marketing challenges are the need to attract more visitors 

to the regions and to extend the tourism season. Reduced marketing budgets are having a 

negative effect on tourism potential of the regions. Irish tourism continues to experience a 

three-tier recovery, with Dublin performing strongly, followed by other large urban areas and 

tourism hotspots. However, many rural tourism businesses continue to lag behind. This is 

further compounded by the disproportionate negative impact that seasonality has on regional 

tourism. 

It is now essential that funding for the tourism agencies be further increased. Current low 

levels of investment cannot be sustained without putting our tourism brand at risk and limiting 

the capacity of Irish tourism to achieve sustainable growth and support the economy and 

employment. A substantial increase in marketing support is required over the next three years 

to shore up our UK market – where we are now losing market share – and to further diversify 

into key growth markets such as continental Europe and North America.  

This should be aligned with increased funding allocations for specific campaigns supporting 

the Wild Atlantic Way, Ireland’s Ancient East, Dublin ‘Surprising by Nature’ and the roll out of 

Ireland’s Hidden Heartlands brand covering the Midlands/Shannon corridor. Targeted 

assistance is required for regional tourism businesses and regions vulnerable to Brexit. 

Regions most exposed are the border counties, such as Donegal, and the Midlands. 

The IHF urges the Government to substantially increase the marketing support by an 

additional €20 million in 2020, followed by an additional €10 million in each of 2021 and 2022. 

We agree fully that such expenditure should be rigorously and regularly evaluated, and its 

destination and content focus justified. 

4.  INVESTMENT IN PRODUCT DEVELOPMENT AND INFRASTRUCTURE 

While Irish tourism has made up significant ground in recent years following the downturn, 

continued growth cannot be taken for granted. It requires long-term investment, both in terms 

of our tourism product and our tourism infrastructure. We are an island destination and face 

some unique challenges in terms of access and competitiveness. It is therefore vital that 

sufficient resources are allocated to tourism development in order to deliver sustainable, long-
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term growth that continues to benefit the local economies and the communities in which 

tourism businesses operate. 

A major objective for the tourism industry is to broaden Ireland’s tourism base and achieve a 

greater distribution of visitors throughout the country, including to regions which have been 

underdeveloped but have significant tourism potential. Success in this area will require 

ongoing investment in order to fully harness Ireland’s tourism resources and cater for our 

target market segments. This is particularly true for tourism outside the key urban areas, 

which is mainly rural in nature.  

As part of a long-term planning strategy, visibility of and commitment to tourism capital 

funding should be provided over five-year periods to enable more efficient policy 

implementation. This should be supported by greater alignment between national 

infrastructural investment and tourism policy to achieve more cost-effective international 

access via ports and airports as well as local access through road and rail infrastructure.  

We recommend a significant increase in tourism-related capital expenditure within the 

National Panning Framework with the allocation of €350m for investment in infrastructure and 

product development over the next five years. This is essential if tourism is to continue to 

grow, increase jobs, and improve the productivity of the tourism sector. Investment should 

include dedicated funding for the strategic development of new tourism attractions with the 

potential to significantly alter the well-worn touring patterns and regenerate the regions 

outside the main tourism hotspots.  

Funding should include a medium term capital budget for the full development of the Wild 

Atlantic Way project and other area-specific initiatives such as Ireland’s Ancient East and 

Ireland’s Hidden Heartlands to fully exploit their potential and to achieve a better regional 

spread of tourism economic activities. 

Increased investment is required to rollout high-speed fibre internet throughout the country. 

Access to high-speed broadband is essential for our industry to innovate and attract visitors. 

However, the current quality of broadband is unsatisfactory in many rural areas, which is 

detrimental to modern day tourism. It is therefore essential that the implementation of the 

supporting the National Broadband Plan is commenced as quickly as possible. 

IHF welcomes the Governments Budget 2019 decision to allocate €35 million to the 

Department of Transport, Tourism and Sport in order to provide more targeted supports for 

the sector, including €4.5 million for regional initiatives such as Ireland’s Hidden Heartlands 
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and the Wild Atlantic Way, and nearly €10 million for the further development of greenways. 

However, these are very small sums in relative to the hundreds of millions lost to the sector 

by the VAT increase. 

5.  COST COMPETITIVENESS 

The international tourism market is exceptionally competitive and every tourism euro spent 

by overseas and domestic tourists in Ireland is hard won. As such, the high cost of doing 

business in Ireland remains one of the most pressing issues faced by tourism businesses 

such as hotels and guesthouses. Over recent years, government determined costs and prices 

have not followed cost reduction trends in the tourism sector and wider private sector.  

Many public sector charges continued to increase and there has not been a determined 

programme of reductions in these charges and prices. Hotels and guesthouses have had to 

reduce costs and many have achieved substantial savings through higher efficiencies and 

productivity coupled with better procurement procedures. A renewed focused by Government 

is required to reduce all costs imposed by state owned agencies. The need for this is 

intensified by the Brexit situation. Some of these cost elements are outlined below.  

Local Authority Rates 

One of the major public sector determined costs on hotels and guesthouses is local authority 

commercial rates. Hotels make a disproportionate contribution to local authority funding, with 

many hoteliers being levied rates of up to €3,000 per bedroom and average local authority 

rates equating to €1,500 per bedroom, regardless of occupancy levels. There is a strong case 

for a substantial reduction in commercial rates. It is now eighteen years since the 2001 

Valuation Act came into force and many of the rating areas in the country have not had 

revisions carried out by the office of the Commissioner of Valuation.  

The local authority revisions which have been completed have resulted in the local authority 

rates liability of hotels being reduced by on average around 30%. As argued in previous 

submissions, it is reasonable to suggest that if the revisions were completed in the remainder 

of the country similar results would be achieved. It is therefore essential that greater priority 

is given to rolling out the revaluation of the rest of the country in line with the commitment in 

the Programme for a Partnership Government. In the meantime, however, hoteliers are being 

forced to pay excessive rates. To address this, Budget 2020 should include an instruction to 

all local authorities in which a revision of rateable valuations has not been completed to 

introduce a scheme to waive 30% of rates on hotels and guesthouses.  
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Labour costs 

The Irish hotels sector is very labour intensive and, as such, is particularly vulnerable to 

labour cost increases – for example, payroll costs are approximately 36% of turnover in 

hotels, compared with less than 10% in several sectors of manufacturing. The industry 

operates in highly competitive international markets and its domestic and international 

customers have a wide variety of alternative holiday destinations. Ireland also has one of the 

highest minimum wage rates among the OECD’s 34 member countries.  

Increases in labour costs have a definite negative impact on the viability of small and medium 

sized tourism business, including hotels outside the main urban areas and tourism hotspots 

where the recovery has significantly lagged behind. It is essential that wage rates take 

account of national and international competitiveness, market price limits, necessary profit 

levels, incentives to invest and growth objectives. Any future increases in the national 

minimum wage must be underpinned by robust evidence and shown to be fair and 

sustainable from an employment and competitiveness perspective. We therefore call for a 

greater focus on improving labour cost competitiveness through the reform of income taxes 

and adjustment of the social insurance structure for lower paid workers.  

Insurance Costs 

The IHF welcomes the Government’s recognition of the impact of insurance costs on tourism 

businesses and the wider business sector. This is a pressing issue with hotel sector 

insurance costs estimated at €60 million last year (equivalent to about €1,150 per bedroom) 

and continuing to escalate making it a major concern for our sector. Over 80% of hoteliers 

say rising insurance costs are having a significant negative impact on their business. 

Progress in relation to insurance reform has been extremely slow to date and this inaction is 

having serious consequences for the viability of hotels and other tourism businesses. The 

exorbitant levels of awards and lack of consistency is making Ireland less attractive for 

insurers. We are seeing an increasing number that are no longer willing to provide cover to 

hospitality businesses. This in turn is reducing competition in the insurance market and 

driving up costs. 

Levels of fraudulent and exaggerated injury claims are another major concern for our sector 

and one where there has been an inexcusable lack of progress. We are therefore calling for 

a zero tolerance approach to fraud and for urgent priority to be given to establishing a 

dedicated resource within the Garda Síochána specifically tasked to investigate fraudulent 

cases. This should go hand in hand with the referral of fraudulent claimants for prosecution. 
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Utility Costs and Regulation 

The IHF has serious concerns about the approach being pursued by Irish Water in relation 

to harmonisation and increases in the overall cost burden to business. The proposals will 

impact significantly on hotels given the relatively high usage of water by hotels, particularly 

by those premises with leisure facilities. We are therefore calling for a deferral of the CRU 

proposed decision for an increase in Irish Water’s cost allocation to the non-domestic sector 

from 19.45% to 22.98%, which represents an effective increase of over 18% in costs for 

businesses at a time when many are also facing significant increases due to the 

harmonisation of charges. 

The IHF continues to be concerned about current levels of the Public Service Obligation 

(PSO) energy levy and recommend a fundamental review of the scope and burden of the 

PSO, including the projected burden in the coming years. It is vital that the Government 

ensures that the regulatory authorities operate with the objective of reducing energy and 

water costs to the commercial sector.  

 

National Training Fund Levy 

The IHF is a strong advocate of greater investment in training and further education for 

workers interested in pursuing a career in hospitality. The hotels sector makes a substantial 

contribution to training and further education through a training levy that all hotels in Ireland 

pay to Fáilte Ireland as part of their annual registration fee. This funding structure for training 

is unique to the hotels sector and is in addition to the contributions hotels make to the National 

Training Fund (NTF). From January 2020 the levy will be increased to 1.0% of reckonable 

earnings from a 0.9% rate in force from January 2019 and 0.8 % before then.  

Despite this funding contribution, hotels throughout the country continue to face serious 

difficulties recruiting skilled employees, including suitably qualified staff at craft and entry 

level. This is a result of a serious lack of investment by the State in employment training for 

our sector. It is therefore the IHF’s view that any further increase in the NTF levy should be 

postponed for hotels and other industries until a full review is carried out examining how 

funding is currently being allocated for the provision of education and training.  

Excise duty: The IHF recommends that the Government reduce alcohol excise by 7.5% in 

Budget 2020 to support the commercial viability of drinks related enterprises in the on-licence 

sector and the continuing need for innovation and investment in tourism-related facilities. 

Alcohol is a significant part of hotel revenue and Irish excise is among the highest in the EU 

which is not supportive of hospitality and tourism.  
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ECONOMIC ENVIRONMENT  

Macroeconomic performance in our main tourism markets is a strong determinant of demand 

for travel. As seen below while growth will be positive in all relevant markets, the rate of 

growth is slowing. In its April 2019 World Economic Outlook, the International Monetary Fund 

(IMF) projected a reasonably good 2019 growth rate of 3.3% but this was a reduction from 

what it had previously expected. In its early 2018 growth projections it expected a global 2019 

rate of growth of 3.9%. The IMF has lowered it’s 2019 growth forecast in each of it’s forecasts 

since early 2019. In summary it is expecting a slowing but still reasonable global. This slower 

rate of growth is still threatened by various economic issues including, USA-China trade 

tensions,  macroeconomic stress in countries such as Argentina and Turkey, tighter credit 

policies in China, disruptions to the automobile industry in Germany and Brexit. 

Global growth will not be uniform across the different groups of economies. While global GDP 

will grow by 3.3% in 2019 and 3.6% in 2020, advanced economies will grow by only 1.8% in 

2019 and 1.7% in 2020. Emerging market and developing economies will grow by 4.4% in 

2019 and 4.8% in 2020.  

Our two main tourism markets are the UK and the USA. UK growth is expected to be 1.2% 

in 2019 following 1.4% in 2018 and in 2020 the growth rate is expected to be 1.4%.This 

compares with 1.8% in 2017.  

The USA growth rate is forecast to be lower in 2019 than in 2018. The 2018 performance 

was 2.9% and is expected by the IMF to slow to 2.3% in 2019 and slow again to 1.9% in 

2020. However, it should be noted that first quarter USA GDP growth was higher than 

expected at an annual rate of 3%. 

The Euro area, which is also an important tourism market for Ireland, growth rate is expected 

to slow in 2019 and 2020 compared with 2018. The Euro area growth in 2017 was 2.4%. It 

slowed in 2018 to a growth rate of 1.8%.  A further lowering of the growth rate is expected in 

2019 when the IMF forecast a growth of 1.3%.   The Euro area growth rate in 2020 is expected 

to increase slightly to 1.5%. Overall, the 2019 growth will be lower than 2018.  2020 will see 

a small increase in the growth rate but to levels which are still lower than 2017 and 2018. 

Most of the uncertainty associated with the 2019 and 2020 forecasts is on the downside with 

fears of protectionism and concerns with certain financial markets.  
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Table 3 presents growth figures for a selection of economies which are significant markets 

for Irish tourism. The UK growth rate remains low. German growth has declined. France has 

slowed down and the group of advanced economies has slowed. 

The weakening UK situation is notable given its importance to Irish tourism and the wider 

economy. It is also of concern that short-term future growth in the UK will be driven more by 

exports and investment as consumer expenditure slows. This weak consumer situation will 

continue to have a negative impact on UK consumer spending and intentions to travel abroad.  

Table 3: International Economic Growth 2017 to 2020 
 

GDP GROWTH 
% 

2017 
Estimate 

2018 
Projection 

2019 
Projection 

2020 
Projection 

UK 1.8 1.4 1.2 1.4 

USA 2.2 2.9 2.3 1.9 

EURO 2.4 1.8 1.3 1.5 

GER 2.5 1.5 0.8 1.4 

FRA 2.2 1.5 1.3 1.4 

ITA 1.6 0.9 0.1 0.9 

Advanced 
economies 

2.4 2.2 1.8 1.7 

 

                                       Source: IMF World Economic Outlook Update April 2019 

 

 

In light of the objective of achieving ongoing substantial growth in Irish tourism and the 

international economic environment, it is clear that the tourism sector cannot rely only on 

international economic growth generating an increased demand for travel to significantly 

boost inward tourism numbers.  

Instead, we must increase our market share and increase expenditure per tourist. This 

necessitates improved competitiveness, innovation, investment and effective and substantial 

marketing activity. 

While much policy consideration of the tourism and hotel markets emphasises international 

tourists, the hotel sector is also significantly reliant on the domestic tourism market for 
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economic and business sustainability. Consequently domestic economic circumstances are 

important determinants of the Irish hotel market performance.  

The shortcomings of GDP as an indicator of Irish economic activity and performance are well 

known. Personal consumption volume growth is a more accurate picture of actual Irish 

economy performance and a strong determinant of domestic tourism expenditure. This has 

grown by much less than the headline GDP indicator in past years.  The performance of the 

economy will be significantly determined by Brexit. Forecasters have begun to differentiate 

between a soft Brexit short term growth scenario and a hard Brexit scenario.   

The forecasts in Table 4 are on the basis of an agreed orderly soft Brexit. On the assumption 

of a disorderly no-deal Brexit the Central Bank’s expectation is that the 2019 and 2020 growth 

rates would decline greatly to closer to 1% per year. The possible extension of UK 

membership of the EU to October 2019 would reduce the scale of the negative impact on 

2019 economic activity from that estimated by the central bank in the April assessment. The 

2020 negative impact would still be substantial. A no- deal Brexit could have a very negative 

short-term impact on UK economic activity which would greatly reduce travel from the UK. 

Personal consumption volume grew by a low 1.6% in 2017. The growth rate increased to 

3.0% in 2018 and is expected to slow to growth rates of 2.1% in 2019 and 2.0% in 2020. 

Average compensation per employee is expected to grow by 3.6% in 2019 and 3.7% in 2020. 

Consequently, prospects for the hospitality sector are less positive than would be indicated 

by the headline GDP growth performance for the Irish economy. The GDP growth rates will 

be 4.2% in 2019 and 3.6% in 2020, on the assumption of a soft Brexit.  

 

Table 4: Irish economic growth performance and forecast, % Volume change 
 
 

YEAR GDP  
CONSUMER  

EXPENDITURE  

2017 outturn 7.2 1.6 

2018 estimate 6.7 3.0 

2019 forecast 4.2 2.1 

2020 forecast 3.6 2.0 

 
Source: Quarterly Bulletin, April 2019. Central Bank 
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ECONOMIC CONTRIBUTION OF TOURISM  

 Tourism is a vital indigenous industry, accounting for 4% of GNP; 

 Tourism growth is one of the most effective ways to spread employment opportunities 

and prosperity across the entire country;  

 With over 90,000 new jobs having been created since 2011, tourism is a major source 

of employment generation and now supports 11% of total employment  

 Tourism currently supports approximately 270,000 jobs throughout the country, 

including around 60,000 employed directly in hotels and guesthouses;  

 In 2018, €9.2 billion in revenue was generated by tourism. This was made up of €7.35 

billion in foreign exchange earnings (including carrier/fare receipts of €1.7 billion) and 

€1.9 billion in domestic tourism revenue; 

 Every €1 in tourism expenditure by visitors and domestic tourists generates about 23 

cent in tax revenue, resulting in over €2 billion in taxes annually; 

 Every €1 generated by tourism results in a further €1.26 in additional revenue in the 

wider economy; 

 Tourism employment and economic activity is regionally spread and a vital part of the 

local economy of every county: 71% of tourism-related jobs are supported by areas 

outside of Dublin;   

 The sector also provides a substantial entrepreneurial resource as the vast majority of 

tourism enterprises are small and medium enterprises; 

 The British market (including Northern Ireland visitors) accounts for approximately €1 

billion in tourism spend and 44% of all out-of-state visitors. 
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The Irish Hotels Federation is available as a resource for information 

and views on Ireland’s hotels sector and wider tourism industry. Please 

contact the IHF on (01) 497 6459 or info@ihf.ie. 

 


