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Football went to Rome; holidays came home

The impact of ‘staycations on the UK's labour market

July 2021
Nye Cominetti

As with last year, many holiday makers will be spending this summer in the UK. So in this
Spotlight we look at the implications of another year of ‘staycations’ for the UK's labour
market.

The tourism industry has been hit hard by the Covid-19 crisis

For much of the past 18 months there have been tight restrictions on international travel,
leading to a sharp fall in tourism. Throughout 2020, tourist accommodation in the UK was
operating at between a third and half of ‘'normal’ levels (see Figure 1). Other measures paint a
similar picture. Across 2020, the total number of hours worked in visitor accommodation was
down 45 per cent on 2019 levels. There were similar falls in other tourism-heavy sectors, such
as transport rental (-44 per cent), food and beverage services (-36 per cent), and passenger
transport (-30 per cent). These falls compare to the 11 per cent fall in hours worked across
the economy as a whole.

Figure1 Use of tourist accommodation was around half its normal level last year
Room and bed space occupancy: England

00%

80% -

60% -

40% -

20% -

0%

Jan Féb M‘ar Apr M‘ay JL‘Jn JLJ| ALJg Sép O‘ct N‘ov Dec
Source: Visit Britain: Accommodation Occupancy latest results, accessed July 2021.

Soit's clear that overall tourism activity is down. But because the restrictions on

international travel have for most of the crisis been stricter than those on internal travel,

within the overall trend of lower tourism has been a switch away from international and


https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/timeseries/ybus/lms
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towards domestic tourism. This ‘staycation’ effect can be seen in the pattern of overnight
stays in tourist accommodation by nationality of the tourist. In Europe last August, nights
spent in tourist accommodation by tourists visiting from another country were 57 per cent
down on their 2019 level, compared to 12 per cent down among domestic visitors (see Figure
2). Across Europe, domestic tourism normally accounts for 53 per cent of overall tourist
stays; last summer this rose to 70 per cent.

Figure 2 In 2020 most tourism was from people travelling within their own country
Number of overnight stays in tourist accommodation per month, by country of
residence: 27 EU member countries, 2019-2021
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Source: RF analysis of Eurostat.

The UK will have benefited more than many other countries from this switch to staycations.
Prior to the pandemic, the UK was a net importer of tourism — that is, UK residents spend
more abroad than visitors from other countries spend here. In 2019, the tourism trade deficit’
was £30.5 billion.' This means that, absent any other changes, if all tourists around the world
replaced their foreign holidays with a holiday in their own country, spending on tourism in
the UK would increase by £30.5 billion, an increase of around a sixth.' The ONS estimate that
the tourism sector employed 1.7 million people in the UK in 2018, so growth of a sixth would
imply around 300,000 extra jobs. Countries which are net exporters of tourism (who host
more foreign tourists than they send abroad — think countries like Spain and Greece) are in
the opposite situation, and will be losing out from the switch to ‘staycations”.

Of course, times are far from ‘'normal’, and so — although the UK tourism sector will be
benefiting from a switch towards domestic tourism — this is clearly being offset by the the
larger ‘'stay at home' effect with an overall reduction in tourism activity. But, although it may
not feel like it to those struggling to fill bars and beds in the UK, conditions aren't actually as
bad as they might be thanks to the ‘staycation’ boost.


https://www.ons.gov.uk/economy/nationalaccounts/balanceofpayments/datasets/3tradeinservicesthepinkbook2016
https://www.ons.gov.uk/economy/nationalaccounts/satelliteaccounts/datasets/uktourismsatelliteaccounttsatables
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Some parts of the UK will feel the benefit of ‘staycations’ more than others

That said, not all parts of the UK will be benefiting from the relative shift towards staycations.
Figure 3 shows how, across the UK, there is a big difference in the extent to which tourism
normally comes more from domestic or international tourists. Broadly speaking, coastal and
rural areas get more of their tourist activity from domestic tourism, and therefore stand to
benefit from the relative switch towards staycations. Cities, on the other hand, get more of
their tourism from abroad, and so will be benefiting less. This is particularly the case in
London, where, in 2016, 90 per cent of the 123 million nights spent in tourist accommodation
was spent by tourists from abroad. By contrast, in West Wales, Devon, Cornwall, and Cumbria
(home to the Lake District), foreign tourists accounted for around a fifth of all tourism. These
are the places that are likely to be benefiting from the rise in staycations.

Figure 3 Coastal and rural tourist areas will be benefiting from the switch to

staycations, while cities, especially London, will be losing out
Nights spent in tourist accommodation by residence of tourist: UK regions, 2016
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2021 will, again, be a year of ‘staycataions’

With many restrictions on foreign travel still in place, 2021 is again set to be a year of
staycations. This is partly down to the restrictions in place in the countries UK tourists would
normally travel to. Figure 4 shows the restrictions on incoming travellers in place in the 25
countries most visited by UK tourists, which collectively account for three-quarters of UK
tourism visits. While there are fewer countries with complete border closures than there
were in Spring 2020, there are still restrictions in place on in-coming travellers in the majority
of these countries. But at least as important are the restrictions that the UK's has imposed
on arrivals from abroad. UK residents returning from countries on the ‘amber list" have to
quarantine for 10 days if they are not fully vaccinated (which includes to 31 per cent of UK
adults). This is important because, of the UK's 25 most-visited countries, all are on the
‘amber’ list apart from Bulgaria and Australia (on the ‘green’ list), Ireland (no restrictions), and
Turkey and Pakistan (on the ‘red’ list).

Figure 4 Britons’ main holiday destinations remain difficult to access this summer
Restrictions on international travellers in place in the 25 countries most visited by UK
tourists
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Note: The 25 countries in this chart accounted for 77 per cent of all nights spent abroad by UK tourists in 2019. The
top five are Spain (17 per cent), France (8 per cent), USA (7 per cent), Italy (4 per cent) and India (4 per cent).

Source: Oxford COVID-19 Government Response Tracker, via Our World in Data; UK tourism destinations from: ONS,
Travel trends estimates: UK visits abroad.

Another summer of staycations is reflected in UK residents’ internet search patterns. The
number of people searching for “UK camping” (which we might associate with ‘staycations’)
are up on their normal levels for this time of year, while the number of people searching for
“cheap flights”, which we might associate with foreign holidays, is well down on pre-crisis

trends (see Figure 5).


https://coronavirus.data.gov.uk/details/vaccinations
https://coronavirus.data.gov.uk/details/vaccinations
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Figure 5 2021is set to be another summer of ‘staycations’
Google searches for “UK camping”, “lake district” and “cheap flights”, standard
deviations difference from 2019 average : UK
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Notes: Each series has been normalised to 2019 (divided by the standard deviation of 2019 after subtracting the mean
of 2019).
Source: RF analysis of google.co.uk

One bright spot for UK tourism is the leave entitlement that many UK workers appear to
have built up last year

The one bright spot when it comes to the outlook for tourism this summer is the fact that
limited travel and leisure options available for much of 2020 appear to have encouraged
some workers to carry over some of their leave entitlement, in anticipation of better options
this year. A YouGov survey from November last year found that 40 per cent of workers said
they had more annual leave left than normal for that time of year. We can use the Labour

Force Survey to get a sense of how much leave has been deferred. Figure 6 estimates the
number of days' leave taken by employees in each month of the year, and shows that in every
month from April through to October there was less leave taken in 2020 compared to normal
years (where the range from years 2015 to 2019 is taken as a measure of a ‘normal’ year).
Across the year as a whole, the number of days taken as leave in 2020 was 16 per cent below
the average from pre-crisis years (2015 to 2019), which for someone with 25 days" annual
leave entitlement equates to not taking (and hopefully carrying over, rather than losing) four
of these days."


https://yougov.co.uk/topics/economy/articles-reports/2020/11/27/annual-leave-left-over-covid
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Figure 6 Many workers will have built up holiday entitlement during 2020
Number of working days taken as leave per employee, by month: UK
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Note: Includes employees only. Days leave calculated as the difference between actual and usual hours worked,
divided by 7.5, of those who say they worked fewer hours than usual in the survey reference week because they were
on holiday (not including bank holidays).

Source: RF analysis of ONS, Labour Force Survey.

Of course, workers deferring leave in hope of better holiday options in 2021 have so far been
disappointed. But most won't be able to keep adding to their 'stock’ of leave —employers
tend to limit how much leave can be deferred, if they allow such deferrals at all. So even if
workers don't want to draw down their built-up leave reserves they will probably have to take
something closer to their normal amount of leave this year, or risk losing it. This means the
number of UK residents on holiday this summer might be closer to normal levels than was
the case last year.

Despite this, the tourism sector is likely to continue to struggle, even as wider economic
activity picks up

However, despite the ‘staycation’ boost, and the potential that workers will take a more
‘'normal” amount of leave this year, the big picture is clearly one of continued difficulty for
tourism in the UK. Although vacancies in the tourism sector, as with the wider economy,
have returned to pre-crisis levels (see Figure 7), the recovery in activity and employment will
be slower than the recovery in hiring. In hospitality, for example, where the recovery in hiring
has been even stronger, the number of jobs in June was still 11 per cent below its pre-crisis
level, and that fall doesn't include the many workers still on furlough.


https://twitter.com/resfoundation/status/1415632233206067203
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Figure 7 Vacancies in hospitality are outstripping the overall recovery, but

vacancies in tourism are in line with the overall level
Number of online job averts, compared to 2019 average: UK
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Source: Adzuna, via ONS, Economic activity and social change in the UK, real-time indicators: 15 July 2021.

Indeed, the furlough data for hospitality, and tourism more generally, is not encouraging.
Despite the reopening of much of the economy, many tourism-heavy sectors remained
heavily reliant on the job retention scheme (JRS) in May, particularly those involved in travel
(further evidence that it's international rather than domestic tourism which has been most
affected). The proportion of furloughed workers in the passenger transport and travel agency
sectors was over 50 per cent at the end of May, a similar proportion to that in the hotel
sector (57 per cent at the end of May). But furloughing is falling encouragingly quickly in the
latter — down almost a third on the April figure — unlike the transport and travel agency
sectors. In a recent blog on the JRS we called these sectors with high and slow-changing
rates of furloughing ‘stalling sectors'.


https://www.resolutionfoundation.org/publications/the-beginning-of-the-end/
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Figure 8 Rates of furloughing are still high in many tourism-heavy sectors, and look
set to remain high in those providing travel-related services
Proportion of workers furloughed in May, and the change in the number of workers
furloughed between April and May, by sector: UK

Proportion of workers
furloughed, May 2021

Hotels @ FPassenger air transporl]

@ Travel ag¢ncies

@ 4rts and entetainment

©® Amusement and |.—*:'\=‘1L§:'|

+20%
Change in number of workers furloughed, April to May 2021

Note: Sectors where tourism jobs are found are highlighted in red. Bubble size represents the number of workers in
the sector eligible for furlough in May.
Source: RF analysis of HMRC Coronavirus Statistics July 2021.

A difficult time for tourism is bad news for young people

Unfortunately, tourism is one of several sectors (like hospitality and leisure) where the
impact of this crisis is being felt most by young workers. Before the crisis, tourism accounted
for over a tenth of employment for those age 16 to 19, and 6 per cent of employment for
those age 20 to 24, compared to 2 to 3 per cent for older age groups. Under-25s account for 1
in 4 jobs in the tourist sector, compared to 1in 10 jobs in the rest of the economy. The impact
of the crisis on young workers has been one of the most significant features of the Covid-19
crisis. The number of employee jobs held by workers under the age of 25 was, as of May, still
5.1 per cent below its pre-crisis level, compared to -0.7 per cent among all age groups. Given
the prospects for tourism remain weak, young people in tourist hotspots who might normally
rely on jobs associated with tourism might continue to struggle during the recovery. With
ongoing weakness in tourism and other youth-focused sectors (such as hospitality more
broadly) it's vital the Government makes a success of its Kickstart programme, which is
providing subsidised jobs for young people.
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Figure 9 Tourism is an important source of jobs for young people
Proportion of employment that is in Tourism related activities, by age: UK, 2018-19
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Notes: Tourism is defined as encompassing the following industry sectors: Visitor accommodation (SIC codes: 557,
552,553, 559); Exhibitions and conferences (SIC codes: 682, 683); Food and beverage service (SIC codes: 561, 562,
563); Passenger transport (SIC codes: 491, 493, 501, 503, 511); Transport rental (SIC codes: 7711, 7734, 7735); Travel
agencies (SIC codes: 791, 799); Cultural activities (SIC codes: 900, 9102, 9103, 9104); Sports and recreation (SIC codes:
7721,9200, 9311, 9310, 9321, 9329). Not all employment in those sectors are related to tourism. A ‘tourism’ weighting
has been applied based on the employment shares provided in the ONS's Tourism Satellite Accounts, 2018, Table 7.
For example, 76% of employment in Visitor Accommodation is assumed to be related to Tourism.

Source: RF analysis of ONS, Labour Force Survey.

Challenges facing tourism shows the labour market is still a long way from a full recovery

This summer, like last year's, will see many switch their foreign holidays for holidays in the
UK. Such ‘staycations’ will benefit UK tourism more than in other countries, and the rural and
coastal parts of the UK in particular. The bigger picture, though, is that the relative rise in
domestic tourism is smaller than the overall fall, and so the sector will continue to struggle.
This is bad news for those parts of the country reliant on tourism, and for those (in particular
the young) who rely on the sector for work. The fact that so many workers in tourism remain
on furlough (along with the broader hospitality sector) reminds us that the labour market
challenges associated with this crisis aren’t over yet.

iThis refers to the trade balance in travel which is not for education and health reasons. See row 48 in tab 3.3 in
the latest ‘pink book’ dataset.

i Based on comparing this £30.5bn deficit to total internal UK tourism spending in 2018 of £176 billion.

"4 days out of 25 represents the average. Of course, some workers will have taken all their leave, and some will
have left many more days than this unused. The Government amended the working-time regulations in 2020 to
allow more leave to be carried over. Normally workers have to take at least four weeks of the 5.6 weeks
statutory entitlement (which includes bank holidays) within the year and may carry over up to 1.6 weeks. The
amendment in 2020 gives workers the right to carry over up to four weeks into 2021 and 2022, if they were not
able to use their leave in 2020.


https://www.ons.gov.uk/economy/nationalaccounts/balanceofpayments/datasets/3tradeinservicesthepinkbook2016
https://www.ons.gov.uk/economy/nationalaccounts/satelliteaccounts/datasets/uktourismsatelliteaccounttsatables
https://www.gov.uk/government/news/rules-on-carrying-over-annual-leave-to-be-relaxed-to-support-key-industries-during-covid-19

