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Foreword

“Despite the challenging
trading environment, tourism
acts as one of our key
economic drivers.”

Andrew Webb
Chief Economist,
Grant Thornton

Despite the challenging trading environment, tourism acts as one of our key economic drivers. It
provides jobs right across Northern Ireland and it plays a fundamental role in creating ‘the offer’
that Northern Ireland promotes around the world. | don’t believe we shout that loudly enough.
Part of the reason for that is that the jobs are not regarded, in the language of policy makers, as
‘high value added’ in the way the likes of cyber security are.

So, how does the sector make government sit up and take better notice? On issues like this, size
matters. As does having up to date information on what the sector is experiencing. That is why
Grant Thornton and NITA have collaborated to develop this report that measures the value of
tourism in a much broader sense than we currently understand it. We have also surveyed almost
200 tourism businesses operators to get a reading on key operational issues

Our approach to measuring the size of the tourism sector is different than reporting the £1 billion
visitor spending figure that is usually reported. Our approach takes employment in the sector and
builds from there. Importantly, our approach goes beyond just taking employment in the standard
‘hotels and accommodation’ classification and assesses the proportion of other sectors of the
economy that rely on tourism. For example, we have sourced research that estimates that 27%
of retail performance is derived from tourism. There are two key benefits to this approach. Firstly,
employment data is more up to date than tourism data currently and secondly, counting the
sector this way results in a truer estimation of the influence of tourism over the economy.

The tourism impact modelling also considers the second round impacts of the sector via things
like spend in supply chains and the spend in the economy of wages paid to tourism workers. All
in all, for 2021 we estimate that the sector is worth 5% of the whole NI economy. That’s an
economic impact of £2.3 billion. Bear in mind that the tourism sector in 2021 was still facing
Covid restrictions and only traded for 9 months.

It is our hope this report is the beginning of a series of work that adds to the understanding of just
how important a contribution tourism and hospitality makes to the Northern Ireland economy.
There are exciting opportunities to bring more data to the fore and to grow the survey, ideally in
collaboration with key sector stakeholders.

Grant Thornton are grateful to NITA members who responded to the ‘state of the sector’ survey
and to the NITA board who provided key insights and constructive guidance throughout the
research.

Grant Thornton
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Introduction

Introduction

The tourism sector is operating in a highly challenging context due to
inflation, post pandemic changes in consumer habits, and post-Brexit
migrant worker flows. Given this, and given the economic and
strategic importance of the Industry, it is important to ensure as
comprehensive a picture of the sector as possible is available. With a
significant lag on data (with most official tourism data relating to
2019), a primary aim of this paper is to capture insights from the
sector that articulate this current context.

Further, there is a concern that the sector is undervalued, both in
monetary terms and in the importance attached to the sector by
policy makers. With a more comprehensive assessment of the true
value of tourism, the challenges the sector faces would be treated as
a higher priority by policy makers who seem to prefer the lure of what
we call ‘high value added’ sectors. This report offers a measure of
the Tourism industry in a much broader sense than is usually
reported.

Central to this work was a survey of NITA membership to understand
trading sentiment and current challenges/opportunities facing the
Tourism Industry in Northern Ireland.

The findings from this report reiterate the importance of the Tourism
Industry not only in economic circles, but within strategic circles. The
opportunities and importance of the industry has only heightened in
recent years, with many seeing the opportunity to develop our
international reach, thanks to the success of Game of Thrones and
other productions and as a result of successful events and major
investments in the tourism product.

A broad range of tourism statistics tells the story of tourism in Northern Ireland. There are two key challenges to this
data. Firstly, the date ranges are inconsistent — varying between 2019 and 2022 and secondly, a ‘complete’
measure of tourism’s impact on the economy does not exist.

NISRA Expenditure

Employment
(2019) e 65,425 | jobs in th i
. - 000 65, employee jobs in the tourism
£1bn total exp.epdltu're of 8 industry (BRES 2021)
all visitors in NI w «  60% of employee jobs in food and
e £730m excl. NI residents

beverage services
» Total gross weekly median pay for the
tourism industry was £400 in 2021

Trips Travel
* 5.3m overnight trips, 3m
excl. NI residents

* 16.6m nights stayed, 11.8m =
excl. NI residents

* 6.6m Total Annual Air
Passenger Flow through all NI
airports (2022)

* 107% annual increase in air
passenger flow

» 326,293 Total Cruise Ship
Passengers and Crew onboard

) ships docking in NI in 2022
Accommodation (2021)

Attractions
e 1.3m rooms sold, 62% room e 10.7m visits to visitor
occupancy rate attractions in NI (2022)
e 2.6m beds sold, 55% Bed » Titanic Belfast was the
Occupancy Rate most visited paid

attraction in 2022
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A broader measure of tourism in Northern Ireland

Introduction

The ‘reach’ of the tourism sector goes far beyond the headline figures of visitor expenditure and the
standard industrial classification of ‘accommodation and hotels’. Other sectors, such as retail and
other services, rely on tourism to differing extents. It is also the case that current data only tells the
story of tourism up to 2019 and much has changed since. This section presents the results of a
modelling exercise that captures this broader reach of the industry.

Current estimates of tourism calculate that the industry generated c.£1bn worth of visitor spending in
2019. This estimate is based on analysis of the Household Travel Survey and Survey of Overseas
Travellers from the CSO as well as the Continuous Household Survey and Northern Ireland
Passenger Survey from NISRA.

Grant Thornton’s approach is different. We want to capture the tourism industry’s integral links to
the overall economy through supply chain affects and wider spending impacts. We employ an
approach that coverts jobs and productivity into economic output. We also include other sectors such
as the proportion of retail that is reliant on tourism (27%).

Our analysis suggests the industry directly contributes £1.1bn of GVA to the economy in 2021, 2.4%
of the total economy. It should be noted that significant elements of tourism were shuttered in parts of
2021. We have not attempted to pro-rata for a full 12 months trading.

Our analysis also concludes that the industry generates significant additional impact across the
economy. In total our analysis shows that the industry is a key cog within the Northern Ireland
economy. The Tourism Industry in total produces an economic impact of £2.3bn supporting c.64,700
jobs. With this representing 5.1% of total GVA and seven percent of all jobs within the economy.

Clearly, the Tourism Industry is a major contributor to the Northern Ireland economy, with many
businesses and supply chains depending on its success. The industries contribution is only likely to
get stronger leading to a stronger business base and economy.

Economic Impact Assessment of the Tourism Industry in Northern Ireland

Direct Impacts:

Direct Employees/GVA
generated in tourism

Impacts related activities

Indirect Impacts:
Spend in supply chains

generates additional
impact and
employment

Source: Grant Thornton
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A broader measure of tourism in Northern Ireland

Economy-Wide Gross Value Added - Direct, Indirect + Induced Impacts, 2021

=
£11bn [ S —

Direct Indirect Induced Ec-(l;gf)arlnic
Impacts Impacts
Impacts p P oot

Total Economic Impact

£2.3 billion
5% of the NI Economy

Source: Grant Thornton

Economy-Wide Employment - Direct, Indirect + Induced Impacts, 2021

=
40,000 ‘ ‘

000

am,

[
[
?rECt Indirect Induced TTot_aI
obs Jobs Jobs ourism
related
jobs

000 Total Jobs related to Tourism

Jm,

Source: Grant Thornton

64,700
7% of NI's total jobs

Grant Thornton & Northern Ireland Tourism Alliance: Valuing the Tourism Industry in Northern Ireland 9



A broader measure of tourism in Northern Ireland

2019 vs. 2021

To provide scale and context to how this analysis is capturing a broader measure of
tourism, we have also applied our methodology to calculate a figure for 2019.

Our analysis of 2019 found that the industry generated £1.4bn worth of ‘direct’
GVA, supporting 43,800 jobs. Overall our analysis found that the industry
contributed c.£3.0bn worth of GVA and 75,800 jobs to the Northern Ireland
economy through supply chain impacts and wider spending impacts. This is
significantly larger than the typical measure of Tourism — 2019’s visitor spend figure
of £1.1bn.

Comparing 2019 and 2021 using this new method does also highlight that the
sector is still recovering following the pandemic. Indeed, analysis of 2021 should
bear in mind that the sector did not trade fully during the year.

Economy-Wide GrOSS Value Added - pirect, indirect + Induced Impacts, 2019

Direct
Impacts

Source: Grant Thornton

g —
]
Indirect Induced E Total .
Impacts Impacts conomic
Impact

Total Economic Impact

£3.0 billion
6.8% of the NI Economy
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Views from the sector

Introduction

This section is concerned with assessing the performance of businesses across Northern

Ireland’s tourism industry, gained through a survey of NITA members and other sector

operators that attracted 182 responses. This level of response allowed us to garner valuable

insights into the current businesses landscape across the tourism industry. The survey was

issued during the summer period in 2023, with the survey being available from June to Stable
August 2023. It is intended that this survey evolves over time to become a longitudinal

assessment of the sector’s performance and sentiment as we believe that level of ‘real time’

insight is missing from the sector currently.

The key themes covered in the survey follow. Consolodation Mode

Current Financial Situation

While almost half of respondents noted their business was ‘currently stable, with a good ) ] )
cash flow’, nearly a quarter of responses stated they are in consolidation mode. This Financially Fragile
highlights that despite the recovery many tourism businesses noted in 2022 and 2023 the

devastating impact of COVID has led to longer lasting scarring on many business cash

flows.

% of Respondents Current Financial Situation by Sub-Sector

Across the sub-sectors there is a reasonably broad variation in how different elements of the Performing ahead of target
tourism and hospitality sector are feeling about their financial situation. Hotels are reporting

the highest levels of performing ahead of target (24%) while, at the other end of the

spectrum, Activity tourism operators appear to be reporting the highest levels of financial

fragility (32%). Expansion Mode

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

Source: Grant Thornton & NITA Survey
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Views from the sector

Exploring respondent’s financial situation further, the survey asked how many months cash reserves
businesses currently have. Of those that answered, 26% have no reserves. This issue is most acute
among the Guided Trips, Arts/Culture/Heritage and visitor attractions respondents. Encouragingly, given
their scale, a solid majority (57%) of hotels have at least six months of reserves.

This finding highlights that many businesses are in a financially vulnerable situation and any further
significant economic shocks that impact on trade could have inflict significant damage.

% of Respondents Cash Reserves by Sub-Sector
35%

30%

25%
20%
15%
10%
H B
0%

No cash 1-3 months  4-6 months  6-9 months 9-12 months 12+ months

reserves

Source: Grant Thornton & NITA Survey

Staff issues

32% of respondents to the survey noted they were operating at a level below the required level they
need to operate effectively. Whilst this may seem like a relatively low proportion compared to the 68% of
respondents who noted they have the required staffing levels to operate effectively, it highlights the
major growth barrier to many tourism businesses. In fact around ¢.19% of respondents to this survey
noted that current recruitment/retention challenges as a major challenges going forward for the industry.

68% have the required staff levels

Within the sector, Transport, Event Venues and Bars/Restaurants are reporting the most acute staffing
challenges. Given they are typically the largest employers in the sample, it is also worth noting that
approximately one third of hotels do not have effective staffing levels. The survey results on staffing
levels reiterate the messaging around capacity constraints due to a lack of staff that has been coming
from the sector for some time.

This challenge or barrier of growth, whilst being exacerbated by the COVID pandemic and Brexit has
been a long term challenge for the sector. With many having preconceptions of the industry such as the
industry being low paid, the long hours associated, its lack of progression, etc. These preconceptions
have seen the sector struggle to attract the correct and appropriate staff needed to effectively drive the
industry forward.

Grant Thornton & Northern Ireland Tourism Alliance: Valuing the Tourism Industry in Northern Ireland 13



Views from the sector

Barriers to staffing, recruitment and retention

When asked what the biggest barriers to staffing, recruitment and retention are, there was a strong consensus across the sector that a lack of available staff who want to work in the sector is the number one
challenge. The perception of the sector as offering poor pay for long and challenging work also featured strongly across the sector. Of course, the sector is also competing with other sectors for labour, and the
perception that other sectors are more attractive appears to be impacting on tourism and hospitality’s ability to recruit.

Top five barriers to staffing, recruitment and retention in the tourism industry?

@ Lack of available staff who want to work in the industry (39%)

Perception of a tourism industry i.e. long hours, poor pay, hard
work, etc. (27%)

Other sectors are seen as more attractive (21%)
Current migration policy/Brexit (18%o)

@ Applicants lack skills or required experience (18%)

Source: Grant Thornton & NITA Survey
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Views from the sector

Domestic vs. International Travel

COVID, as we know, severely limited international travel. Global travel remains around 10 percentage
points below 2019 levels. To explore international trends, the survey asked respondents where their
bookings have come from, i.e. international or domestic. 73% of respondents noted that much of their
bookings were domestic related, with only 27% saying international bookings made up most of their
bookings. Unsurprisingly, tour operators noted a significant proportion of their bookings were
international related, while only 19% of hotels stated most of their bookings were international related.

Of the international bookings a significant proportion were from the Republic of Ireland (31%), while
North America (29%) and the Rest of the UK (29%) were also seen as key international markets for
tourism operators in Northern Ireland.

International Bookings and their Origins
Prefer not to say,

3%
Rest of World, 2%

Rest of Europe, 7%

North America,
29%

Source: Grant Thornton & NITA Survey

Attracting international visitors is a key requirement for growing the tourism sector. To understand how
the recovery in this element is evolving, the survey asked how international bookings compared to 12
months ago. Whilst a significant proportion (47%) noted no difference in bookings, 30% noted that
levels of international bookings had increased compared to 24% who stated they had decreased. More
interestingly respondents saw a larger increase in international bookings compared to domestic
bookings (30% vs. 17%). This larger increase potentially reflects easing travel restrictions and the start
of an international travel recovery throughout 2022 and into 2023.

% of International Bookings Compared to 12 months ago

50%
45%
40%
35%
30%

25%

20%
15%
10%

5%

More than 51-75%  Upto50% No different Upto50%  51-75%
75% lower lower lower higher higher

More than
75% higher

Source: Grant Thornton & NITA Survey
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Views from the sector

The Outlook

Interestingly despite the challenges many respondents highlighted, which included the continuation of
the cost of living crisis, and the squeeze this has on people’s disposable incomes many respondents
noted they were ‘very’ or ‘fairly’ optimistic to the outlook. In fact 62% of respondents noted their
optimism. However whilst this is cause for celebration, this result should be put in the context of the
recent economic and industry environment. Its likely so many respondents are optimistic is a direct
result of the pandemic having such a profound impact on the industry and as such many are reflecting
this in their response, with many noting the return of international travel and increased overseas
demand as a key driver. In fact around 27% of respondents stated their international bookings was
higher than this time last year. When looking at sub-sectors Transport and Visitor Attractions were the
most optimistic driven by the increase in international travel and ability to open all year round, while
Bars and Restaurants were the least optimistic reflecting potential challenges from increasing staff and
operating costs.

Feelings regarding the outlook for your business over the next 12 months
45% A
40% A
35% A
30% -
25% A
20% A
15% -
10% -
5% A

0% -
Very Optimistic  Fairly Optimistic Neutral towards Fairly Pessimistic Very Pessimistic
the Outlook

Source: Grant Thornton & NITA Survey

These expectations appear to roughly mirror how businesses are currently performing compared to 12
months ago, and could be reflective of how businesses set their future outlook/expectations. Over the
year, from 2022 to 2023, 43% of businesses claim that their number of bookings and visitors have not
changed. Across the various segments, the survey shows that ‘no different’ is the most prevalent
opinion, with some notable growth performances. For example, 62% of events venues are up by up to
50% on the year previous. A declining performance is recorded among almost one third (29%) of hotel
respondents and non-hotel accommodation providers (39%).

% of Bookings compared to 12 months ago by Sub-Sector
50%

45%
40%
35%

30%

25%
20%
15%
10%
5%
o, - —

More than 51-75%  Upto 50% No different Upto50%  51-75%
75% lower lower lower higher higher

More than
75% higher

Source: Grant Thornton & NITA Survey

Grant Thornton & Northern Ireland Tourism Alliance: Valuing the Tourism Industry in Northern Ireland 16



Views from the sector

Challenges

Survey feedback reveals that the cost of living crisis is the number one challenge cited by respondents.
49.5% of respondents choose this. Linked to this, a lack of disposable income among consumers was
cited by 43% of respondents. Brexit, current political uncertainty, and the higher level of VAT relative to
the Republic of Ireland were also noted by 19.8% of respondents as a major challenge, which could
hold strategic and industry development back. Within the various tourism segments, there is a broad
consensus as to the key issues. These are: the cost of living, Ireland’s VAT rate for tourism compared to
NI's, Brexit, and recruitment challenges. Although Ireland’s VAT rate on tourism has gone back up to
13.5%, it does remain considerably below NI’s rate.

Industry Challenges

=)
X

10% 20% 30% 40% 50% 60%

The cost of living crisis in the UK

Rising energy costs

People lacking any additional disposable income
Current political uncertainty

The higher level of VAT relative to the Republic of Ireland
Brexit

The challenging business environment

Current Recruitment/Retention challenges

Lack of investment in tourism promotion

Lack of investment in the industry

Introduction of electronic travel authorisation

Preference for domestic tourism to go abroad

Lack of business support going forward

Weather

Fewer tourism businesses opening & lack of competition
There is nothing to be pessimistic about

Other

Source: Grant Thornton & NITA Survey

Opportunities

Emerging from such a difficult trading context, it could be easy to forget the significant opportunities
within the Northern Ireland tourism sector. Survey respondents highlighted a range of opportunities
going forward. There is a strong consensus across sectors that Northern Ireland’s increasing levels of
attractiveness in international markets offers a significant opportunity. Linked to this, NI's increasing
visibility and strategic approach to using events to raise our profile and offer visitors reasons to come
back is cited as a big opportunity.

Industry Opportunities

0% 10% 20% 30% 40% 50%  60%

Rising visibility of Northern Ireland

Increasing attraction of Northern Ireland for international
tourism

Improved offering in Northern Ireland i.e. events, activities,
etc.

Rising importance of experience tourism in Northern Ireland
i.e. Game of Thrones experience

Green tourism/Sustainability

Importance of staycations i.e. day trips, glamping, etc.

New tourism offerings have increased the potential of the
market

Increase focus of Agri-tourism

Other

There is nothing to be optimistic about

Source: Grant Thornton & NITA Survey
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Views from the sector

Conclusions

The findings of the survey serve as a useful insight into the current state of a sample of the tourism
sector. The overarching conclusion is that it is a sector that is displaying a mix of stability and some
fragility.

The stability is emerging from an ability to trade consistently and from performance broadly meeting
expectations. Looking forward, 62% of respondents noted they were either ‘very’ or “fairly’ optimistic
regarding their business over the next 12 months. Similarly when respondents were asked about their
feeling regarding to the outlook of the tourism industry over the next 12 months a massive 68% stated
they were confident in the outlook.

The fragility within the sector is evident in the question on respondent’s financial situation. 23% of
respondents are still trying to stabilize and consolidate and 17% are financially fragile. This is
concerning but not entirely unexpected after such a difficult number of years. This fragility is
compounded by a number of challenges that the sector faces.

This survey reflects the responses of almost 200 tourism operators and is the first time NITA have
undertaken a survey of this scale and scope. The ambition for the survey is that it builds momentum and
becomes a sentiment barometer that captures a representative ‘read’ of the tourism sector. The sector
has many stories to tell. It is important that they are heard.

Grant Thornton & Northern Ireland Tourism Alliance: Valuing the Tourism Industry in Northern Ireland 18
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NITA’s Response

This research aimed to unveil the true economic prowess of tourism in Northern Ireland—a hidden
gem that's been underestimated for far too long. Thanks to Grant Thornton, we now have concrete
evidence to back our belief.

In 2019, things were looking up, and with the help of Grant Thornton's economic model, we
discovered that it was even better than we thought. Tourism's total economic contribution? A
staggering £3 billion.

Fast forward to 2021, a year that began with the industry in lockdown. As expected, the economic
numbers were lower than the peak of 2019, but at £2.3 billion, it demonstrated the industry's
resilience, adaptability, and innovative spirit as it found new ways to attract visitors and provide
exceptional experiences.

However, beneath these impressive figures lies a different story. Our industry faces challenges, from
rising operating costs to global competition, making it tougher for revenue increases to translate into
profits. Attracting and retaining staff has become a formidable challenge, particularly exacerbated
during the pandemic and with changes in migration policies. NITA and HATS (Hospitality and Skills
Network) are about to release a policy paper addressing these critical issues, aiming to remove
barriers to growth.

While international markets (excluding GB and Rol) have yet to fully recover to 2019 levels, GB and
Rol remain strong, thanks to focused promotions by Tourism NI and Tourism Ireland. To boost
tourism further, we must showcase Northern Ireland's unique offerings. This research highlights that
tourism is a wise investment, providing excellent returns.

Looking ahead, this research is just the beginning. With an economic model in place, our next phase
involves delving into the social impacts and how to measure them. The 10X economic vision sets
ambitious targets for sustainability, innovation, and inclusivity, and tourism is an important contributor
to achieving them.

Tourism in Northern Ireland isn't just a scenic attraction; it's an economic powerhouse, the driving
force behind regional economic growth. Visitors bring more than just their presence; they bring
money, fueling local economies, and supporting diverse industries across the region.

1

Beneath these impressive
figures lies a different story.
Our industry faces
challenges, from rising
operating costs to global
competition, making it
tougher for revenue
Increases to translate into
profits.

)
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