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Dear Aileen,
Further to your invitation to Paul Kelly as Chief Executive of Fáilte Ireland on behalf of the Special
Committee on COVID-19 Response please find attached Paul’s written submission on the topic of
‘SMEs and the hospitality sector’ as requested.
The submission reflects the challenges facing tourism SMEs in detail.
In summary the pandemic has been hugely disruptive for tourism SMEs, especially those that are smaller
in scale. Lockdown restrictions meant that revenues were effectively halted, with 93% of business
shutting down. Yet still tourism SMEs continued to accumulate significant costs during this period. Some
examples are as follows:
o
o

o

o
o

For a regionally based 60-room hotel the cost of staying closed until June 29th is estimated
to be €29,100 (accounting for the wage subsidy)
A 180-room city-based hotel in the West which is heavily reliant on business trade is
carrying a monthly cost of €48,000 to remain closed. This comprises of utilities, insurance,
some wages (over and above the wage subsidy scheme for staff that are working to cover
essential services) and essential contracted services to maintain the building.
A 100-room hotel in the East which is heavily reliant on the domestic market with some
international group bookings have monthly costs of €34,000 to stay closed (accounting
for the wage subsidy and with full insurance costs). So, it will cost approximately €100,000
to remain closed until 29th June.
For a medium sized visitor attraction in the South-East, the monthly cost of staying closed
is €68,000 (accounting for the wage subsidy).
For a large adventure centre in the west of Ireland, the monthly cost of remaining closed
is €13,500 (accounting for the wage subsidy) and €7,500 of this is insurance costs.

Given their often-limited resources and existing obstacles in accessing capital, the period over which
SMEs can survive a shock will likely be shorter than for larger firms. There is a major risk that otherwise
solvent SMEs could become insolvent due to this crisis.
The sector faces particular challenges due to its cross-cutting, multi-level and fragmented
nature. Tourism services are often interdependent and a crisis in one sub-sector can have disastrous
knock-on effects on the tourism value chain. To provide seamless tourism experiences for visitors, a
key challenge as the sector looks to re-open, is on getting all these interlinked parts of the tourism
supply chain working together again.
As the crisis peaked there were more than 1.1million in receipt of labour market supports, including
591,000 on the Pandemic Unemployment Payment (PUP); 329,000 on the Temporary Wage Subsidy
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Scheme (TWSS); and 213,000 on the Live Register. The Accommodation and Food sector is the worst
affected.
The above issues are expanded on in the attached written submission document with additional
supporting analysis.
In conclusion Paul wishes to thank the Committee Members for the opportunity to make this submission.
Yours sincerely,

Trisha Murphy

Trisha Murphy
Executive Assistant to CEO and Chair | Fáilte Ireland
88-95 Amiens Street, Dublin 1, D01 WR86
T +353 (0)1 884 7106 | www.failteireland.ie

Note: To protect against computer viruses, e‐mail programs may prevent sending or receiving certain types of file
attachments. Check your e‐mail security settings to determine how attachments are handled. Privileged,
confidential andor copyright information may be contained in this E‐Mail. This E‐Mail is for the use of the intended
addressee. If you are not the intended addressee, or the person responsible for delivering it to the intended
addressee, you may not copy, forward, disclose or otherwise use it or any part of it in any way whatsoever. To do so
is prohibited and may be unlawful. If you receive this E‐Mail by mistake, please advise the sender immediately by
using the REPLY facility in your E‐Mail software and delete all associated material immediately.
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1.

Executive Summary

An Employment Intensive Industry in Crisis
•

•
•

•

Tourism is the most directly affected business sector in the pandemic crisis.
The shutdown was immediate (at the depths of the crisis 93% of businesses
were closed) and the return to trading is at the back end of the Roadmap for
Reopening.
Ireland’s dependence on international travellers for revenue (79% of total
tourism revenue) leaves the sector in a very vulnerable position.
As a labour-intensive sector, directly contributing to over 11% of employment,
tourism is a leading job creator employing 260,000 people. The sector is a
significant generator of jobs in regional and rural Ireland. Outside Dublin there
are an estimated 174,000 jobs directly related to tourism – 66% of sectoral
employment is in regional Ireland.
A widespread collapse of tourism SMEs will have a major detrimental effect on
the economy and on our society.

Tourism Businesses Are Highly Interdependent SMEs
•

•

•

In terms of the enterprise landscape, tourism is populated in large part by
small and micro businesses, especially outside of the hotel sector. Many of
these SMEs are owner managed.
The sector faces challenges due to its cross-cutting, multi-level and
fragmented nature. Tourism services are often interdependent and a crisis in
one sub-sector can have disastrous knock-on effects on the tourism value
chain.
To provide seamless tourism experiences for visitors, as the sector looks to
re-open, the key difficulty is on getting these interlinked parts of the tourism
supply chain working together again.

Multiple issues facing SMEs in Tourism & Hospitality
1. Significant Increase in Debt: Lockdown restrictions meant that revenues were
effectively halted, yet still tourism SMEs continued to accumulate significant
costs during this period. There is a major risk that otherwise solvent SMEs
could become insolvent due to the Covid19 crisis.
2. Reduced Revenue due to almost zero overseas Tourism: The longer the selfisolation requirement stays in place, the harder it will be to convince overseas
visitors that Ireland is a safe and welcoming country to visit. While all tourism
SMEs will suffer for the loss of overseas tourists, those most affected are in the
attractions and activity sectors and urban based.
3. Reduced revenue due to Social Distancing:
• Social distancing requirements will see many SMEs struggle to be viable
especially when we factor in the delayed start to the summer season.
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4. Increased Cost Due to Public Health Requirements: New operating
environment poses challenges for the tourism industry - tourism SMEs face a
higher cost of reopening than other business types.
5. Difficulties in Re-Opening
• The treatment of seasonal staff under TWSS puts seasonal businesses,
especially labour-intensive hotels, at a competitive disadvantage versus
year-round operations. Almost all seasonal tourism businesses have staff
that re-join every year however under the TWSS, staff who are not on the
employer’s books by 29th June do not qualify for the payment. This is
likely to result in either (a) businesses not taking on all the seasonal staff
that they had intended to or (b) employers paying out more in order to
keep ‘regular’ staff employed.
• Rates bills are on the horizon for tourism businesses liable for rates, with
payment due in July. For a typical 75 bed hotel the annual rates bill is
€3,000 per room or €225,000 annually.
6. Lack of restart support for non-rate paying sectors & self-employed:
• Some 65% of tourism SMEs cannot avail of the restart grant as it is linked
to the rates system. Without restart assistance they will struggle to trade
again, especially when faced with the immediate prospect of higher costs
and lower revenue.
7. Lack of Credit & Access to Affordable Working Capital:
• Tourism is a highly seasonal industry and is often seen as comparatively
less attractive to institutional investors and banks. This is compounded by
the fact that many tourism SMEs would have invested in their businesses
in anticipation of the 2020 tourism season. These businesses are unlikely
to be able to take on additional debt.
8. Importance of Festivals, Events and Weddings:
• Festivals, weddings and similar events are an important revenue source for
tourism SMEs. Coronavirus restrictions severely limit the numbers
attending such events.
9. The Impact of a Lack of Overseas Business Tourism:
• Business Tourism is the highest yielding segment within tourism. The
estimated loss to the economy from cancelled business tourism events due
to COVID-19 in 2020 is €650million and a predicted Exchequer revenue
loss of €150million.
10.The Impact of Lost Overseas Incentive Travel:
• Incentive travel is another very lucrative segment for Ireland and speaks
very highly to our regional objectives. In 2019 the estimated value of
incentive to Ireland was €100million. This market segment is primary
income stream for specialist SMEs who work exclusively in this space. They
will struggle to find alternative business in the short-term.
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11.The Reliance of Tourism SMEs on State Owned Assets:
• The outdoor recreation potential of state-owned and managed assets will
be critically important in Ireland’s recovery. In particular, our natural assets
provide opportunities for tourism SMEs to develop and deliver a wide variety
of activity and nature-based visitor experiences that will stimulate demand
for tourist.
12. The Reliance on Regional Tourism Economy on Domestic Tourism:
• Outside Dublin 66% of paid bed nights originate from the domestic market.
Domestic tourism will be a much bigger share of the overall tourism market
for several years to come as Irish people are now more likely to holiday at
home. For every 10% of that spending that we can redirect towards home
holidays the results are an extra €500million for Irish tourism SMEs and
13,500 jobs being supported in the sector.
13.Northern Ireland Border:
• For the majority of overseas visitors, the island of Ireland is seen as a single
destination, so it would be important to have common practices North and
South in order to avoid the likes of health checks at the border.
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2.

Fáilte Ireland

As the National Tourism Development Authority, Fáilte Ireland’s role is to support
the long-term sustainable growth of the economic, social, cultural and
environmental contribution of tourism to Ireland. Tourism is of critical importance
to the national economy and to regional development and employment. Precoronavirus, the sector generated revenue of €7.5 billion annually, contributing
€1.7billion to the Exchequer and supported 260,000 jobs nationwide.
We work in partnership with Government, State agencies, Local Authorities,
representative bodies and industry, to develop tourism across Ireland by creating
destination development plans and networks, investing in infrastructure,
activities, visitor attractions and festivals. Fáilte Ireland also provides consumer
and buyer insights, mentoring, business supports and training programmes and
buyer platforms to help tourism businesses innovate and grow.
In addition, Fáilte Ireland supports Business Tourism, managing the bidding for
and securing of larger conferences, meetings and events to be hosted in Ireland.
We are also responsible for domestic holiday marketing across four regional
experience brands: Wild Atlantic Way, Ireland’s Ancient East, Ireland’s Hidden
Heartlands and Dublin.
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3.

Background and Context

Sectoral Vulnerability
•

•

•

•

Tourism is one of the most directly affected sectors in this current crisis. With
international aviation at a virtual standstill, the closure of tourism sites and a
ban on large public gatherings, the impact of COVID-19 on global tourism has
been overwhelming and immediate.
COVID-19 puts Ireland at a disadvantage relative to other countries in Europe
for three main reasons:
o Our dependence on international travellers for revenue (79% of total
tourism revenue) means we are extremely vulnerable as
international travel is forecasted to be slower to recover than
domestic travel.
o The reliance on long-haul source markets (e.g. 29% of total arrivals
to Dublin) which will be slower to recover.
o The lingering fear of contracting the virus whilst flying will have a
more adverse an impact on islands that have greater dependency on
air travel.
The EU Commission statement of the 13th May highlighted how regions across
Europe differ in terms of their reliance on tourism activities. The impact is
strong on islands, coastal and outermost regions, due to their dependence on
tourism activities or reliance on international air travel. Rural areas, with
limited connectivity and dependence on tourism, have also felt a strong
impact.
The map below highlights in red the regions in Europe that are classified as
highly vulnerable. Note Ireland has been categorised as highly vulnerable/
vulnerable.
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A Sector of Small & Micro Businesses
•

•

•

The enterprise landscape in tourism is populated in large part by small and
micro businesses, especially outside the hotel sector. Quite often these SMEs
are owner managed.
In addition to being characterised by a very large group of small and microbusinesses, the tourism sector is also highly fragmented and diverse, covering
a wide range of industries.
The range of tourism industries is far greater than other sectors. It includes,
amongst other industries, the following:
o Accommodation: hotels, guesthouses, B&B, hostels, self-catering,
caravan and camping, etc
o Attractions
o Activities
o Adventure
o Conferences and business meetings
o Events and festivals
o Food and beverage services: restaurants, pubs, etc.
o Retail
o Support services: travel agents, tour operators, etc.
o Transportation services
o Vehicle hire
o Venue hire.
7
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•

The sector faces particular challenges due to this cross-cutting, multi-level,
and a highly interdependent nature of the supply side.

Regional Importance of Tourism Employment
• As a labour-intensive sector, directly contributing to over 11% of employment,
tourism is a leading job creator employing 260,000 people – Ireland’s largest
indigenous sector.
• The sector is a significant generator of jobs in regional and rural Ireland.
Outside Dublin there are an estimated 174,000 tourism jobs – 66% of sectoral
employment is in regional Ireland.
• In normal circumstances it also helps provide diverse employment
opportunities for many lower skilled workers and those unable to work full time.
• It provides employment in rural communities often in locations where
alternative opportunities can be limited.
• Tourism is one of the few economic sectors in Ireland that has the potential to
significantly benefit remote rural areas. Ireland’s rural areas are seen in a
very positive light by tourists and we often start with a distinct advantage over
other countries in this regard. Tourism consistently registered increases in the
numbers employed in Ireland’s more remote areas and has the potential to
contribute to greater regional balance and create new economic activity in
rural areas.
• Tourism, unlike many other exporting sectors, is employment intensive and
largely made up of indigenously owned businesses. Importantly, tourism can
bring wealth creating economic activity to parts of Ireland where alternative
opportunities are relatively scarce.
• Tourism businesses are economic drivers in rural areas and less important in
relative terms to urban areas. This is intuitive as urban areas have more
diversified economies, with larger industrial bases and proportionately more
foreign direct investment, third level institutions, etc. So, in urban areas the
relative importance of tourism industries is diluted, even though in absolute
terms tourism is still an important sector.
• Hence, in rural areas tourism is often a key economic driver, accounting for a
relatively higher share of employment and wealth creation. As a g lobal
recession looms, tourism’s role in supporting regional development becomes
even more vital.
• The regional importance of tourism employment is reinforced by an analysis of
the county level uptake of the pandemic unemployment payment.
Tourism & Balanced Regional Development
• Looking to the longer term, there is still solid potential to grow the industry by
investing to improve visitor management practises, extend the season,
increase capacity and increase visitor dispersion.
• In light of the crisis, Fáilte Ireland works on a highly targeted basis to leverage
the inherent potential of various areas to deliver incremental overall tourism
growth and improved regional dispersion of visitors through tried-and-tested
models.
8
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•

These include:
➢ Regional Experience Brands: Through the continued development of
our regional experience brands, Fáilte Ireland will continue to work on
achieving balanced regional growth. These brands help to bring it to life
and create clear and compelling reasons for tourists to visit different
parts of the country by defining their diverse character in a way that
potential tourists can understand.
➢ Destination Development Plans: The key to unlocking the growth
potential of an area is the development of experiences that will motivate
potential tourists to visit. These new experiences are less concerned with
visitors passively seeing or doing things instead they encourage tourists
to immerse themselves actively in the locality, interacting with people,
engaging the senses and learning the history and stories of the places.

Sectoral Challenge Pre-Coronavirus
Even before Covid-19 the industry was facing a number of challenges:
•

•

Insurance:
o Rising insurance costs and difficulties securing affordable liability
insurance continue to have a significant impact on businesses in the
tourism sector;
o This issue is particularly evident within the adventure tourism,
festivals and events sectors where difficulties in the insurance market
pose a real threat to the viability of these businesses;
o Not only does this have implications in terms of the negative
economic impacts (employment and revenue), it also has the
potential to seriously undermine Ireland’s overall tourism offering;
o Our analysis shows that the insurance difficulties facing tourism SMEs
in Ireland is unique to us. Competitor destinations and their SMEs do
not experience these challenges.
13.5% VAT:
o In a global tourism market with excess capacity, competition for the
reduced number of tourists will be intense.
o Recovery of Irish tourism will be impacted by the fact that Ireland is
a high-cost tourism market. This is in part influenced by VAT rates
although other factors are also very significant in determining prices.
However, VAT rates on accommodation and restaurants in Ireland
are now higher than in many competitor countries. A number of
countries are likely to further reduce rates in response to COVID-19.
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Figure: VAT Rate for Hotel Accommodation for EU Countries, January 2020
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2020
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4.

The Impact of COVID-19 on Tourism SMEs

There is ample evidence showing the challenges facing tourism SMEs.
•

The CSO’s Business Impact of COVID-19 Survey reveals that:
o 23.3% of all enterprises in Ireland ceased trading either temporarily
or permanently. The worst affected sector was accommodation and
food services where 88.1% had ceased trading.
o Cashflow difficulties had a high impact for 31.1% of responding
enterprises. This was 83.3% for those operating in accommodation
and food services.

•

Looking at employment and unemployment, as the crisis peaked there were
more than 1.1million in receipt of labour market supports, including 591,000
on the Pandemic Unemployment Payment (PUP); 329,000 on the Temporary
Wage Subsidy Scheme (TWSS); and 213,000 on the Live Register.
The Accommodation and Food sector is the worst affected.
o One-in-five (21.5%) of all workers on COVID-19 payments are from
the sector.
o Some 92% of the sectoral labour force are on COVID-19 payments.
Figure: Sectoral Distribution of Supports

•

Fáilte Ireland’s recent Tourism Industry Covid-19 Survey showed that:
o Most of the responding businesses (93%) are currently closed.
o Almost half of businesses (45%) state that they have no employees
at the moment.
o Six in ten businesses are using the Pandemic Unemployment Scheme
(PUPS) and/or the Temporary Wage Subsidy Scheme (TWSS).
o Few enterprises have applied to business supports, almost half
believing that their business would not be eligible.
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o About a third (35%) would like to avail of the commercial rates
reduction break.
o About two thirds of businesses plan to re-open in 2020 (7% are
already open).
o While views are divided over whether it is possible to operate within
social distancing guidelines, the challenge facing all businesses is
how to do it without operating at a loss
o Many do not see how they can make any profit this summer, and
they rely on the summer income to get through the winter months
when tourism volume is reduced.
o So far uptake of business supports is limited, with many feeling that
they do not meet supports schemes’ terms and conditions.
Figure: Tourism Businesses & Applications for Supports
Strategic Banking Corporation of
Ireland Covid-19 Working Capital… 8%

92%

DEBI Credit Guarantee Scheme
(1,305)

1

Micro Finance Ireland Loans (1,309)

4

96%

Enterprise Ireland's Rescue and
3
Restructuring (1,297)

97%

Enterprise Ireland's "Finance in
Focus" Grant (1,297)

97%

Other business Support (1,293)*

99%

3
25%
Yes

75%
No

The Cross-Cutting Nature of the Supply Chain
•
•

•

A widespread collapse of tourism SMEs will have a major detrimental effect on
the tourism economy.
The sector faces particular challenges due to its cross-cutting, multi-level, and
fragmented nature. Tourism services are often interdependent and a crisis in
one sub-sector can have disastrous knock-on effects on the tourism value
chain.
To provide seamless tourism experiences for visitors, a key challenge as the
sector looks to re-open, is on getting all these interlinked parts of the tourism
supply chain working together again.
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Significant Increase in Debt
•

The pandemic has been hugely disruptive for tourism SMEs, especially those
that are smaller in scale. Lockdown restrictions meant that revenues were
effectively halted, with 93% of business shutting down. Yet still tourism SMEs
continued to accumulate significant costs during this period. Some examples
are as follows:
o For a regionally based 60-room hotel the cost of staying closed until
June 29th is estimated to be €29,100 (accounting for the wage
subsidy)
o A 180-room city-based hotel in the West which is heavily reliant on
business trade is carrying a monthly cost of €48,000 to remain
closed. This comprises of utilities, insurance, some wages (over and
above the wage subsidy scheme for staff that are working to cover
essential services) and essential contracted services to maintain the
building.
o A 100-room hotel in the East which is heavily reliant on the domestic
market with some international group bookings have monthly costs
of €34,000 to stay closed (accounting for the wage subsidy and with
full insurance costs). So, it will cost approximately €100,000 to
remain closed until 29th June.
o For a medium sized visitor attraction in the South-East, the monthly
cost of staying closed is €68,000 (accounting for the wage subsidy).
o For a large adventure centre in the west of Ireland, the monthly cost
of remaining closed is €13,500 (accounting for the wage subsidy) and
€7,500 of this is insurance costs.

•

Given their often-limited resources and existing obstacles in accessing capital,
the period over which SMEs can survive a shock will likely be shorter than for
larger firms. There is a major risk that otherwise solvent SMEs could become
insolvent due to this crisis.

Reduced Revenue Due to Less Overseas Tourism
•

•
•

Of the 260,000 jobs in the tourism and hospitality sector, 180,000 of these
are supported by overseas tourists and business travellers with the rest of the
jobs supported by domestic demand.
The current situation is that 180,000 jobs have been temporarily lost and all
revenue that is supported by overseas travellers.
For as long as there is a 14-day self-isolation requirement for arriving overseas
passengers, we believe that the number of overseas visitors will be extremely
low – an assumed zero figure - as the profile of our visitors shows that the
vast majority stay for 10 days or less.
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•

•

•

•

The longer the self-isolation requirement stays in place, the harder it will be
to convince overseas visitors that Ireland is a safe and welcoming place to visit
as self-isolation sends a message that could be interpreted to mean Ireland is
still not open for business.
In addition, for long lead-time business such as international conferences and
events, a prolonged period of uncertainty as to when the restrictions will be
removed impedes Ireland’s ability to secure international meetings and
conference business not just for 2020 but for future years. Many of these
conferences are bid for and secured years in advance.
From an analysis of other European countries, while most have initially
imposed some version of a 14-day self-isolation requirement for travellers
many have pre-announced when these restrictions will be relaxed or removed.
In most cases, European countries are looking at easing these restrictions
before or on July 1st .
The following table shows the estimated impact on tourism jobs and revenue
under various travel restriction scenarios.

Tourism Jobs & Overseas Travel Restrictions
2020 H2
2021 Full Year
Jobs
Overseas
Jobs
Overseas
Restored
Rev €bn Restored
Rev €bn
1. Removal of Restrictions
36,000
€0.6
90,000
€2.6
from 1st July 2020
2a. Selected Removal of
12,000
€0.2
68,000
€1.9
Restrictions – UK only for 2020
2b. Selected Removal of
12,000
€0.2
68,000
€1.9
Restrictions – EU only for 2020
2c. Selected Removal of
24,000
€0.4
75,000
€2.1
Restrictions – UK & EU
3. Existing restrictions in place
0
0
60,000
€1.7
until end-2020
•

It is worth noting that Germany and France represent 41% of all visitors from
Continental Europe to Ireland.
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Share of Overseas Tourists Spending in Ireland by European Markets
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While all tourism SMEs will suffer from the loss of overseas tourists, those
most affected are
o Operators in the attractions and activity sectors;
o Urban based businesses, especially those based in Dublin as 66% of
Dublin’s bed nights come from overseas visitors.

Reduced Revenue Due to Social Distancing
•
•

•

•

A key business challenge is the need for social distancing due to its impact on
the trading capacity of an establishment.
Social distancing is dependent on the physical layout of each business and the
Restaurants Association of Ireland (RAI) estimates that at 1metre social
distancing, restaurants could operate at two-thirds of capacity. Hotels may be
similarly affected.
Given the high fixed cost nature of most tourism operations, it is often the
case that a business is only financially viable when operating above two-thirds
of capacity. Trading at less than two-thirds of available capacity generally
means that fixed costs will not be fully covered.
As social distancing becomes the norm many SMEs will struggle with financial
viability in 2020, on the back of the postponed start to the summer season.

Increased Cost Due to Public Health Requirements
•
•

The new operating environment poses real challenges for the tourism industry
as tourism SMEs face a higher cost of reopening than other business types.
To better understand these costs Fáilte Ireland commissioned independent
analysis by Aecom to review the cost of compliance. The analysis identified
both the potential current (services and consumables) and capital costs to
SMEs to implement the ‘Covid Guidelines’. From a purely capital perspective
15
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these range from €20,000 to €55,000. Various tourism businesses within the
sector have higher costs than others e.g. hotels, attractions and activity
centres have a higher capital cost of opening over other business types.
Difficulties in Opening Up
•

•

•

•

•

The treatment of seasonal staff under TWSS puts seasonal businesses,
especially labour-intensive hotels, at a competitive disadvantage versus yearround operations. Almost all seasonal tourism businesses have staff who rejoin them every year. The problem is that staff who are not on the employer’s
books by 29th June do not qualify for the support payment.
This is likely to result in either (a) businesses not taking on all the seasonal
staff that they had intended to be or (b) employers having to pay out more in
order to keep ‘regular’ staff with them.
Rates bills are on the horizon for tourism businesses liable for rates, with
payment due in July. For a typical 75 bed hotel the annual rates bill is €3,000
per room or €225,000 annually. Rates bills are on the horizon for tourism
businesses liable for rates, with payment due in July. For a typical 75 bed hotel
the annual rates bill is €3,000 per room or €225,000 annually.
Whilst there was a three-month rates holiday, tourism and hospitality
businesses have not been formally advised due to operational challenges
arising from difficulties in confirming if businesses were actuallyclosed.
Restaurants doing takeaways have raised the question as to whether they
were open or closed.
Related to this is the absence of clarity in terms of central government will be
covering the rates shortfall. Local authorities now risk having cashflow
challenges and this could, in all likelihood, undermine their ability to support
tourism and other services.

Lack of Restart Supports for non-rate paying Sectors & Self-Employed
•

•

According to Fáilte Ireland’s most recent industry survey about one third
(35%) of sectoral SMEs plan to avail of the commercial rates reduction break
announced.
This suggests that 65% of tourism SMEs cannot avail of the restart grant.
Without restart assistance they will struggle to trade again, especially when
faced with the immediate prospect of higher costs and lower turnover.

Lack of Credit & Access to Affordable Working Capital
•

Fáilte Ireland has identified that an immediate issue for tourism businesses is
cashflow and access to working capital. Tourism businesses will require
financial assistance in two key stages:
➢ Funding to enable tourism businesses to survive (closed, maintained and
re-openable) possibly for a period up to the start of 2021 season, due to
the seasonal nature of tourism businesses, especially outside urban hubs
(2020/2021).
16
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➢ Working Capital to re-open and re-establish business levels both
domestically and internationally – marketing fund, hiring of additional sales
staff etc. It will take time for demand to ramp up and for business levels to
be re-established (2021/2022).
•

•

At a time of crisis, banks and private sector players see tourism as higher risk.
Tourism is a highly seasonal industry and is often seen as comparatively less
attractive to institutional investors and banks.
This is compounded by the fact that many tourism businesses would have
invested in their businesses in anticipation of the 2020 tourism season, often
through additional borrowings. These businesses are likely not to be able to
take on additional debt in the current uncertain situation, especially as
potential revenue flows to finance debt repayments may not now come on
stream until 2021 at the earliest.

Importance of festivals, events (including sport & concerts in cities in
particular etc) & weddings:
•
•
•

Festivals, weddings and similar events are an important revenue source for
tourism SMEs.
Coronavirus restrictions severely limit the numbers attending such events.
As things stand the headcount limits on these gathering do not take into
account the venues capacity nor do they reflect its physical characteristics,
which in some cases can accommodate greater numbers while observing social
distancing criteria.

The Impact of a Lack of Overseas Business Tourism:
•

•

•

•

Business Tourism is the highest yielding segment within tourism . In a very
competitive space, Fáilte Ireland has invested significantly over the last five
years and has built up an internationally recognised expertise in this segment.
Fáilte Ireland is typically working with organisers anywhere from two to five
years in advance on winning conferences and events for Ireland. The events
which were cancelled this year were secured several years previously. It is
important that we continue to secure events for future years for our industry
across the professional conference organiser, destination management
company, hotels, convention space etc.
Businesses working in this area were the last to wind down (they had to
continue to work on deferring, cancel, postpone, rebook etc delegates,
corporate clients etc) and so continued to burn cash. They will also
unfortunately be the last to see revenue come in given the restrictions on
international movements and long lead times required.
The following helps to understand the value of business tourism :
o In 2019 the estimated value of business tourism to Ireland was €740m
o The estimated loss to economy from cancelled business tourism events
due to COVID-19 in 2020 is €650million, with a loss to the Exchequer of
€150milliion.
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The Impact of Lost Overseas Incentive Travel
•
•

•

•

•

Incentive travel is another very lucrative segment for Ireland and speaks very
highly to our regional objectives.
These tourists typically visit during mid-week which is an attractive time to get
high yielding visitors for our industry. They do not displace high-end leisure
travellers who typically travel over weekends.
Incentive travel can be notoriously difficult to measure however, working with
our industry partners and extrapolating our own data from our database we
estimate:
o 2019 estimated value of incentive travel to Ireland: Approx. €100million
o 2020 expected value of incentive travel to Ireland: Approx. €110million.
It is anticipated that incentive travel will not return until mid-2021 at the
earliest and when it does return there will be a shift away from large to small
groups.
This market segment is primary income stream for specialist SMEs who work
exclusively in this space. They will struggle to find alternative business in the
short-term.

The Reliance of Tourism SMEs on State-owned Assets
•

•

•

Optimally leveraging the outdoor recreation potential of State-owned and
managed assets will be critically important in Ireland’s recovery. In particular,
our natural assets provide opportunities for tourism SMEs to develop and
deliver a wide variety of activity and nature based visitor experiences that will
stimulate demand from local, domestic and international visitors which will
create and sustain employment often in remote and rural areas. Investment
in walking & cycling trails, greenways and blueways across our network of
National Parks & Nature Reserves, Forest Parks, Canal Tow Paths and
Riverbanks, Coastal & Beach locations, along with investment in the upgrading
of established Way Marked Ways & Looped Walks will enhance the variety
and appeal of our activity infrastructure. It will also give confidence to the
private sector to develop new experiences and business opportunities. In
addition to direct benefits, the indirect benefit of investing in outdoor
recreation assets supports vibrant communities with a variety of tertiary
services that makes a positive contribution to the social and economic
wellbeing of destinations.
In addition to the outdoor recreation side, many of our most iconic historical
and cultural visitor attractions are owned and managed by the State. These
are hugely important in attracting visitors both to Ireland and to the regions
and it will be essential that these are leveraged to their full potential in a
sustainable way to maximise their contribution to their local economies.
It is critical that all new developments are constructed in a sustainable manner
with best in class visitor management principles to ensure the long -term
sustainability of the these valuable assets.
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•

The Outdoor Recreation Infrastructure Scheme (ORIS) administered by the
Department of Community and Rural Development in partnership with Fáilte
Ireland is one programme that looks to develop new and enhance existing
trails. The Greenway Strategy Fund from the Department of Transport,
Tourism and Sport is another valuable scheme. RRDF funding has also been
allocated to outdoor recreation projects, as have Fáilte Ireland Capital grants.

The Reliance on Regional Tourism Economy on Domestic Tourism
•

•

•
•
•
•

•
•

A strong domestic market is essential to sustain the industry in the short -term.
The longer-term success requires strong demand from home and overseas
markets.
The importance of our domestic visitors is particularly evident regionally with
84% of all Republic of Ireland domestic trips to destinations outside Dublin.
Some 75% of Northern Ireland trips are taken outside Dublin.
From a business perspective, 66% of all nights spent in paid accommodation
outside Dublin come from the domestic market.
Domestic tourism will be a much bigger share of the overall tourism market for
several years as Irish people are now more likely to holiday at home.
Equally, overseas visitors appear more cautious about travelling, especially to
long-haul markets which account for nearly a third of total tourism revenues.
Being the likely first consumers willing to travel, domestic tourists are vital in
encouraging tourism SMEs to re-open, re-hire staff and rebuild their
businesses. Without them, businesses will likely stay closed for longer or
maybe not open at all.
Hence, maximising the domestic opportunity over the next few years is vital if
we are to rebuild the sector and grow jobs throughout the country.
On the basis that Irish tourists spend almost €5billion on overseas holidays,
for every 10% of that spending that we can redirect towards home holidays
the results would be:
o An extra €500million for Irish tourism SMEs
o 13,500 jobs being supported in the sector.

Northern Ireland Border
•

Fáilte Ireland works in close collaboration with Tourism Northern Ireland on
our industry development strategies and work in competition with respect to
domestic marketing. However, for the majority of overseas visitors, the island
of Ireland is seen as a single destination, so it would be important to have
common practices North and South in order to avoid measures such as health
checks at the border.

Ends.
June 24th 2020
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