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Abstract

Tourism is an important economic activity in mastigtries around the
world. As well as its direct economic impact, timelustry has significant
indirect and induced impacts.

The outlook for the tourism sector in 2017 remaiabust and will
continue to be at the forefront of wealth and emppient creation in the global
economy, despite the emergence of a number okclgillg headwinds.

In tourism, GDP growth is expected to accelerat8.8%, up from 3.1%
in 2016. As nations seem to be looking increasiimyard, putting in place
barriers to trade and movement of people, the ofléourism becomes even
more significant, as an engine of economic devedoprand as a vehicle for
sharing cultures, creating peace, and building nalititnderstanding.
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Introduction

The main objective of the research: the economjgathon global tourism is
to provide, on a basis-consistent, reliable, cowdplardata and to assess tourism
contribution to national economic activity. [Econierimpact Research, 2017]

Over the longer term, growth of tourism sector wibhtinue to be strong so
long as the investment and development take placani open and sustainable
manner. Enacting pro-growth travel policies thadrehbenefits more equitably can
foster a talent and business environment necessagpable tourism to realize its
potential. In doing so, not only can we expectdbetor to support over 380 million
jobs by 2027, but it will continue to grow its econic contribution, providing the
rationale for the further protection of nature, itetb, and biodiversity. [Economic
Impact World, 2017]
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Tourism is a key sector for economic developmedtjah creation throughout
the world. In 2016, tourism directly contributed $233 trillion and 109 million jobs
worldwide. Taking its wider indirect and inducedpacts into account, the sector
contributed US$7.6 trillion to the global econormdasupported 292 million jobs in
2016. This was equal to 10.2% of the world’s GO approximately 1 in 10 of all
jobs. [Global Economic Impact and Issues, 2017]

Tourism’s impact includes people travelling for lbdeisure and business,
domestically and internationally. In 2016, 76.8%abftravel spend was as a result
of leisure travel, compared to 23.2% from busingasel. [Global Economic
Impact and Issues, 2017]

Domestic travel generated 72% of the sector’s dmtion to GDP, thus
making a significantly larger contribution thanamational travel, with foreign
visitor spending at 28%. [Global Economic Impaat ésues, 2017]

Tourism is an export sector, attracting foreignrelieg to a country in the
form of international visitors. In 2016, global s exports accounted for 6.6% of
total world exports (a total of US$1.4 trillion) dralmost 30% of total world
services exports. [Global Economic Impact and IssR@17]

77%

LEISURE SPEND ING

Figure no. 1. Business vs Leisure / Domestic vs eagn Spending

Source: “Global Economic Impact and Issues (200W¥ptld Travel & Tourism Council,
accessed May 4, 2017, https://www.wttc.org/-/mditiéa/reports/economic-impact-
research/2017-documents/global-economic-impactissuks-2017.pdf), p. 3
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Literature review

My research paper entitled: The economic impactgtobal tourism, is
written after I've documented on the basis of wiéofving published articles:

1. Economic Impacts Analysis written and publistdWorld Travel and
Tourism Council.

2. Economic Impacts of Tourism Industry written IRateme Tohidy
Ardahaey published on International Journal of Bess and Management.

3. The Economic Impacts of Tourism: A Special Issugten by Timothy J.
Tyrell and Robert J. Johnston published on Jowhafavel Research.

Tourism’s contribution to the world’s economy

Tourism’s direct contribution to GDP grew by 3.1#62016. This was faster
than the global economy as a whole which grew 5%2.meaning that, for six
consecutive years, the tourism sector has outpeerthe global economy.
[Global Economic Impact and Issues, 2017]

The direct contribution of tourism to employmenewgrby 1.8% in 2016
meaning almost 2 million net additional jobs weengrated directly by the sector,
and a total of around 6 million new jobs createc aesult of total direct, indirect
and induced activity. This means that almost 1 of &Il new jobs created in 2016
was linked to tourism. [Global Economic Impact asslies, 2017]

In addition to outpacing global economic growthe ttourism sector also
outperformed several other major global economatoss in 2016. Specifically,
direct tourism GDP growth was stronger than themjiarecorded in the financial
and business services, manufacturing, public sesyiretail and distribution, and
transport sectors, but was marginally slower theowth in the communications
sector. [Global Economic Impact and Issues, 2017]

In 2017, the total contribution of tourism to thend’'s economy is forecast
to grow by 3.5%. Continued solid growth at a glolesdel is expected across the
main economic indicators of GDP contribution, jokeation, investment, and
visitor exports, with visitor exports making an esjally strong contribution.
[Global Economic Impact and Issues, 2017]

A key challenge for tourism in 2017 will be a gealeslowdown in consumer
spending power, which will impact consumer spendiag tourism. The
combination of higher inflation caused by recoverail prices (which could have
knock-on impacts for air fares), rising debt sengccosts as interest rates rise, and
a slowdown in job creation across the globe is iogrlglobal spending power
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which is expected to grow at the weakest rate fghteyears in 2017. [Global
Economic Impact and Issues, 2017]
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Figure no. 2. World industry GDP growth

Source: “Global Economic Impact and Issues (20Miptld Travel & Tourism Council,
accessed May 4, 2017, https://www.wttc.org/-/mditiga/reports/economic-impact-
research/2017-documents/global-economic-impactissues-2017.pdf), p. 3

The outlook, however, varies across the differantbound markets [Global
Economic Impact and Issues, 2017]:

— With the dollar strength expected to persist, 2i31fbrecast to be another
strong year for the USA, with growth of 5.4% in lootind tourism spend expected.
The most likely beneficiaries of this strong growtill be other North American
destinations such as Canada and Mexico, as wé&lkaabbean and Mediterranean
destinations.

- In China, after 7 consecutive years of annual gnawtexcess of 20%, out-
bound spending is expected to cool slightly, yetam very strong by international
standards, with growth of 12.0% expected in 2017.

— The depreciation of sterling is forecast to corgimuring 2017, which is
expected to lead to a substantial slowdown in aubaourism spending growth
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from the UK, from 8.0% in 2016 to a contraction4f% in 2017. The markets
most likely to suffer as a consequence are Europeatinations and longer-haul
travel to the USA.

Tourism’s direct contribution to GDP is expectedgrow at an average of
3.9% per year over the next ten years. [Global Broa Impact and Issues, 2017]

By 2027, tourism is expected to support more tiétrillion jobs globally,
which equates to 1 in 9 of all jobs in the worlddae sector is expected to
contribute around 23% of total global net job deratover the next decade.
Meanwhile, total tourism GDP is expected to accdoniil.4% of global GDP and
global visitor exports are expected to account #d%o of total global exports.
[Global Economic Impact and Issues, 2017]

3.5%
e @ @ €

Figure no. 3. Outbound travel expenditure by county
Source: “Global Economic Impact and Issues (200Wptld Travel & Tourism Council,

accessed May 4, 2017, https://www.wttc.org/-/mditiéa/reports/economic-impact-
research/2017-documents/global-economic-impactissuks-2017.pdf), p. 4
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Furthermore, the sector is expected to outperfone global economy
throughout the forecast period and increase itsesbfglobal economic activity
across each of GDP, employment, exports and inwesgtnjGlobal Economic
Impact and Issues, 2017]

In addition to outperforming the global economy io¥iee next ten years,
tourism is also forecast to outpace a range ofrotfsgor global economic sectors,
including communications, financial and businesevises, manufacturing and
retail and distribution. [Global Economic Impactassues, 2017]

In 2017, all world sub-regions are expected to sgpee growth in direct
tourism GDP. South East Asia and South Asia aree@rd to be the fastest
growing world regions with growth of around 6.5-7¥his year is also expected to
mark a turnaround in fortunes for Latin Americadf@) and North Africa (2.8%) as
modest growth returns after weakness in 2016. [@ldficonomic Impact and
Issues, 2017]

South Asia is expected to be the fastest growingda@gion over the next
10 years, with average annual direct tourism GDORvtr of 6.7% expected, with
strong growth in India (6.8%), the driving forca.China long term annual average
growth of 7.5% is expected, with the tourism sebieing increasingly viewed as a
high-potential priority sector by authorities, whitias led to an upgrade in our
long-term tourism investment forecast. NortheastAwverall is forecast to grow
by 5.9% per year, ahead of Southeast Asia, whexmage annual growth of 5.7% is
expected. The next tier of sub-regions, with growitthe 3-5% bracket include
Sub-Saharan Africa (4.8%), the Middle East (4.6%prth Africa (4.0%), the
Caribbean (3.6%), Latin America (3.5%) and Northekita (3.2%). Slower, yet
robust growth is expected in Oceania (2.9%) andojpir(2.4%). [Global
Economic Impact and Issues, 2017]

Countries showing strong international tourism gtbwGlobal Economic
Impact and Issues, 2017]:

Tourism has been outpacing the global economyhipist six years, which
is reflected in the growth figures for individuaduntries as well. Several countries
have shown especially dramatic growth in visitopats over this time period.
They have seen significantly increased inflow ofirtem spending, thanks to
prioritisation of tourism, opening borders, infrasture investment, and
promotional efforts, among other factors.
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Countries performed best in 20]&lobal Economic Impact and Issues,
2017]:

At country level, amongst the fastest growing tenrieconomies in 2016 and
buoyed by strong inbound international visitor spieg were Azerbaijan (46.1%),
Mongolia (24.4%), Iceland (20.1%), Cyprus (15.4%jazakhstan (15.2%),
Moldova (14.2%), Costa Rica (12.1%), Georgia (11,2%6i Lanka (10.7%), and
Thailand (10.7%), which grew even more stronglyntliast growth markets like
India (8.5%), China (8.1%), and Indonesia (5.8%).

Tourism outperforming economfGlobal Economic Impact and Issues,
2017]:

At country level, direct tourism GDP growth alsotpmaced economy-wide
GDP growth in 116 of the 185 countries covered his tresearch. [Global
Economic Impact and Issues, 2017]

Bulgaria, Cyprus, Iceland, Qatar, and Thailand sosme of the countries
which saw their tourism sectors outperform the ganesconomy most
significantly. [Global Economic Impact and Issu2817]

G20 countries whose tourism performed better thaneconomy as a whole
in 2016 include Australia, Canada, China, Indiaxide and South Africa. [Global
Economic Impact and Issues, 2017]

At country level, the fastest growing larger tonrisountries are expected to
be China, India, Thailand, and Indonesia. By 202fina is expected to have
overtaken the USA in terms of total tourism GDRnéstic tourism spending and
investment. However, the USA is expected to renmintop in terms of direct
tourism GDP, visitor exports and business travednging. [Global Economic
Impact and Issues, 2017]

India is expected to establish itself as the folatyest tourism economy by
2027, both in terms of direct and total GDP, onghind China, the USA and
Germany. Thailand is expected to continue its fasted growth and become the
third largest market for visitor exports by 202@kihg over Spain, which is
expected to drop to fourth place. Other notablentiies expected to move up the
tourism GDP rankings considerably by 2027 includga@ UAE, and Vietnam.
[Global Economic Impact and Issues, 2017]

Amongst the smaller economies, Kyrgyzstan, Namib¥anmar, and
Rwanda are expected to be star performers in tefntsurism growth to 2027.
[Global Economic Impact and Issues, 2017]

In 2017, the economic fallout from the Brexit vdte expected to have
diverging implications for domestic and internatibriourism spending. Due to
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higher inflation and weakened consumer spendingpacts, the domestic tourism
spending outlook has been downgraded. At the sange the depreciated value of
sterling should provide a boost to inbound intdomtl spending. Outbound

tourism spending from the UK was very strong in2@hd 2016, but should slow
considerably in 2017 through a combination of theaker consumer outlook and
the exchange rate depreciation, with the lattereetqnl to switch some demand
from international to domestic. Overall, direct iemm GDP growth in the UK is

expected to slow to 2.9% in 2017, down from 3.2%i jgear. [Global Economic

Impact and Issues, 2017]

The economic impact on world tourism

The direct contribution of tourism to GDP reflette ‘internal’ spending on
tourism (total spending within a particular spemdioy government on tourism
services directly linked to visitors, such as aw@tuor recreational. [Economic
Impact World, 2017]

The direct contribution of tourism to GDP is cakted to be consistent with
the output, as expressed in National Accountingoafism-characteristic sectors
such as hotels, airlines, airports, travel agentk laisure and recreation services
that deal directly with tourists. The direct cobution of tourism to GDP is
calculated from total internal spending by ‘nettimgf’ the purchases made by the
different tourism sectors. This measure is consisigth the definition of tourism
GDP. [Economic Impact World, 2017]

The total contribution of tourism includes its “eidimpacts’ (i.e. the indirect
and induced impacts) on the economy. The ‘indiremtitribution includes the GDP
and jobs supported by [Economic Impact World, 2017]

— tourism investment spending — an important aspédioth current and
future activity that includes investment activitych as the purchase of new aircraft
and construction of new hotels;

— government ‘collective' spending, which helps twmriactivity in many
different ways as it is made on behalf of the ‘camity at large’ — e.g. tourism
marketing and promotion, aviation, administratisecurity services, resort area
security services, resort area sanitation services;

— domestic purchases of goods and services by thersegealing directly
with tourists — including, for example, purchasé$ood and cleaning services by
hotels, of fuel and catering services by airliraag] IT services by travel agents.
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Tourism’s contribution to employmeiiconomic Impact World, 2017]:

Tourism generated 108,741,000 jobs directly in 2QB8%% of total
employment) and this is forecast to grow by 2.1920a7 to 111,013,000 (3.6% of
total employment). This includes employment by Imtravel agents, airlines and
other passenger transportation services (excludmmmuter services). It also
includes, for example, the activities of the restatiand leisure industries directly
supported by tourists.

By 2027, tourism will account for 138,086,000 jatisectly, an increase of
2.2% pa over the next ten years.

The total contribution of tourism to employment w2@2,220,000 jobs in
2016 (9.6% of total employment). This is forecastrise by 1.9% in 2017 to
297,896,000 jobs (9.7% of total employment).

By 2027, tourism is forecast to support 381,700,0is (11.1% of total
employment), an increase of 2.5% pa over the period

Visitor exportgEconomic Impact World, 2017]:

Money spent by foreign visitors to a country (ositgr exports) is a key
component of the direct contribution of tourism. 2016, the world generated
USD1,401.5bn in visitor exports. In 2017, this xpected to grow by 4.5%, and
the world is expected to attract 1,290,780,000iational tourist arrivals.

By 2027, international tourist arrivals are fordcts total 2,042,420,000,
generating expenditure of USD2,221.0bn, an incre&de3% pa.

InvestmenfEconomic Impact World, 2017]:

Tourism is expected to have attracted capital iimvest of USD806.5bn in
2016. This is expected to rise by 4.1% in 2017, s by 4.5% pa over the next
ten years to USD1,307.1bn in 2027.

Tourism’s share of total national investment widler from 4.5% in 2017 to
5.0% in 2027.

Different components of tourisfiiconomic Impact World, 2017]:

Leisure travel spending (inbound and domestic) gead 76.8% of direct
tourism GDP in 2016 (USD3,822.5bn) compared witt223 for business travel
spending (USD1,153.6bn).

Leisure travel spending is expected to grow by 3.996 2017 to
USD3,970.4bn, and rise by 4.1% pa to USD5,917.@20R7.
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Business travel spending is expected to grow byed.id 2017 to
USD1,199.7bn, and rise by 3.7% pa to USD1,719.8t20P7.

Domestic travel spending generated 71.8% of direatism GDP in 2016
compared with 28.2% for visitor exports (i.e. fgmi visitor spending or
international tourism receipts).

Domestic travel spending is expected to grow by%3.ih 2017 to
USD3,705.4bn, and rise by 3.9% pa to USD5,414.4t20P7.

Visitor exports are expected to grow by 4.5% in 264 USD1,464.4bn, and
rise by 4.3% pa to USD2,221.0bn in 2027.

The economic impact on global tourism: results

The UK formally began the process of leaving thedtdr triggering Article
50 at the end of March. In response, the Europeam¢€il has published guidelines
on how the EU will respond to the UK’s departurbe$e guidelines indicate that
trade discussions could begin before exit terms Hasen fully agreed but that
trade discussions will not be held until “sufficiggrogress” has been made on the
exit agreement. There is also a likelihood of avstart to the UK-EU discussions
due to the forthcoming elections in France and @GegmPublished data indicated
that UK GDP grew by 0.7% on Q3 and 1.8% for the ihad 2016, making the
UK the second fastest growing economy amongst theHewever, the latest data
for services output in January suggests that Q&ely to have seen a slowdown in
the pace of GDP with growth in services at 0.49Q1 2017, the weakest growth
in two years. There has however been strong grawthhe production and
construction sectors in Q1 which is likely to gomso way to offsetting the
weakness in services. Real disposable income aecby 0.4% in Q4, the second
consecutive quarterly fall as rising inflation dones to weigh on the consumer in
2017. But overall consumer spending is expectedrtw by 1.6% this year.
[Monthly Economic Impact, March, 2017]

The US economy is facing a diverse environmentresent, where by stock
valuations and confidence have been inflated byned fiscal stimulus and
deregulation, while the private sector remains nuangtious. In Q4 2016 real GDP
grew annually by 1.9%, helped by consumer spenidicrgasing by 3%. However,
with inflation firming to 2% in 2017 and real disgable income growth expected
to slow to 2.1% in 2017 (down from 2.8% in 201@&nsumer spending is expected
to slow to 2.5%. GDP in Q1 2017 is expected to stowl.0% due to weak
consumer spending at the beginning of the yearrally¢he outlook for the US

136



? Annals of Spiru Haret University
8 Economic Series

Since 2000
IS5N: 2393-1795  ISSN-1:2068-6900

Issue 2/2017

economy has been downgraded for 2017, from 2.3%18%, due to the weak start
to 2017. [Monthly Economic Impact, March, 2017]

Euro zone growth was recorded at 0.4% in Q4 20tidgimg growth for
2016 overall to 1.7%. Business surveys have ineitdahat an acceleration of
growth is underway with quarterly growth for Q1 egped to be around 0.6%.
Industrial production growth of around 2% in Jayuaill be difficult to maintain
with world trade growth expected to remain subdoethpared to pre-financial
crisis standards. Inflation in February rose to Zlightly above the ECB target
rate, causing real wage growth to fall from 1.292@16 into negative territory at
the start of 2017. The pick-up in inflation throwagih the Euro zone is expected to
slow household spending growth to 1.5% in 2017 cmexh to 1.9% in 2016.
[Monthly Economic Impact, March, 2017]

Industry indicators show another year of robustagnofor tourism in 2016
[Monthly Economic Impact, February, 2017]:

— Estimates of global tourism performance acrossthe indicators are now
available for the whole of 2016. The UNWTO Worldufism Barometer reported
global growth in international tourist arrivals 21IB% for 2016. While this represents
continued robust growth in international travebwth was down compared to 2015,
when growth of 4.6% was recorded. The fastest grgpwiorld regions for inbound
international tourist arrivals in 2016 were Asiaifta and Sub-Saharan Africa, with
growth of 8.4% and 10.7% respectively. Growth wi® aiobust in the Americas
(4.3%) but less so Europe (2.0%) where there has lze wide divergence in
performance across countries. The only world regmmneport negative growth in
2016 was the Middle East (-4.1%). Significant deadi in inbound arrivals to Egypt
(classified as part of the Middle East accordindJdWTO) largely explain this
wider regional decline. Declines in inbound arsvab large markets such as
Belgium, France, Hong Kong and Turkey also expldiea slowdown in global
growth between 2015 and 2016.

— Global international air passenger traffic gromemained strong in 2016
with growth of 6.7%, helped by continued low oilgess. This was marginally ahead
of the growth of 6.6% recorded in 2015. Growth wasust across all world regions,
with the strongest growth recorded in the Middlst§41.8%), while North America
was the slowest growing world region at 2.6%. tildtd be noted that airline traffic
is allocated according to the region in which therier is registered and should not
be considered as regional traffic, which explaifge tdivergence between
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international tourist arrivals and international passenger traffic growth in regions
such as the Middle East.

— Hotel performance was diverse in 2016, with the dWtdEast experiencing
declines across all key performance indicators|entgigions such as Europe, North
America and Sub-Saharan Africa performed much beltetel performance in
January 2017 was again diverse across world regi@orginuing on from weakness
in 2016, hotel performance has been particularlakve the Middle East, with
declines recorded again across all key performdandiators, including sharp
declines in revenue per available room. Howevetelhgupply is expanding in the
region which needs to be taken into account. In-Saftaran Africa and Asia Pacific
declines have been recorded in occupancy ratesowigla, hotel performance in
North Africa has recorded significant annual growitross all key performance
indicators for January 2017, compared to Januatg.2Growth has also been robust
across all key performance indicators in EuropegfAras and North America.

Conclusions

Tourism can bring many economic benefits, partitylan rural areas and
developing countries, but mass tourism is also @atm with negative effects.
Tourism can only be sustainable if it is carefufignaged so that potential negative
effects on the host community and the environmeatnat permitted to outweigh
the financial benefits. [Carole Simm, 2017]

The positive economic effects are [Carole Simm,7201

Tourism creates jobs, both through direct employmeithin the tourism
industry and indirectly in sectors such as retail mansportation. When these people
spend their wages on goods and services, it leaghdt is known as the “multiplier
effect,” creating more jobs. The tourism industigoaprovides opportunities for
small-scale business enterprises, which is espeaigbortant in rural communities,
and generates extra tax revenues, such as airmbhatel taxes, which can be used
for schools, housing and hospitals.

The negative economic effects are [Carole Simm7R01

Successful tourism relies on establishing a basiastructure, such as roads,
visitor centres and hotels. The cost of this ugdalls on the government, so it has
to come out of tax revenues. Jobs created by tawaig often seasonal and poorly
paid, yet tourism can push up local property priaed the cost of goods and
services. Money generated by tourism does not awhgnefit the local
community, as some of it leaks out to huge intéonal companies, such as hotel
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chains. Destinations dependent on tourism can bersely affected by events such
as terrorism, natural disasters and economic recess

The direct, indirect and induced effect of tourispending [Economic Impact
World, 2017]:

— Travellers pay directly to: airlines, coaches, aéars, trains, cruise lines,
travel agents, hotels, convention centres, restésjrsshopping centres, sports
arenas, entertainment, theatre, recreation.

— These are supplied by: outside goods and servigds & marketing and
PR, cleaning and maintenance, energy providergringtand food production,
design and print.

— Both of which create jobs: which pay salaries, vgageofits, and taxes.
- Which pay into: infrastructure, agriculture, teclogy, real estate,
communications, education, banks, healthcare amd.mo
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