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Summary

The project Exploring Domestic Tourism in the Nordics aimed to increase the
understanding of the value of domestic tourism in the Nordic countries and
autonomous areas. Additionally, the project mapped the potential of increasing
domestic tourism in the Nordics in the future. Research material includes literature
review, statistical review, interviews with tourism sector experts, a survey directed
to people working in tourism sector enterprises, destination management
organisations and business support organisations and a workshop with
participants across the Nordic countries.

According to the results, Covid-19 pandemic and related restrictions on
international tourism — both outbound and inbound - served as an eye-opener to
the significance of domestic tourism in the Nordic countries and autonomous areas.
Before pandemic, domestic tourists counted for over two thirds of overnights in
hotels, holiday resorts, youth hostels and camping sites and tourism consumption in
Denmark, Finland, Iceland and Sweden. During the pandemic, the share of
domestic tourism was even higher, up to 90 per cent of consumption in some
Nordic countries. In Iceland and autonomous areas, the domestic tourism market is
considerably smaller, but pandemic and reduction of inbound tourism highlighted

how important it is for the industry.

The pandemic related restrictions have been lifted in all Nordic countries, but the
inbound tourism has not fully recovered except in the autonomous areas. According
to overnight statistics, in 2022 the domestic tourism stabilised to a slightly higher
level compared to pre-pandemic situation enhancing its significance in the
recovery. Additionally, survey results indicate that increasing the number of
domestic customers during the pandemic has meant better economic performance
for enterprises. Investing in domestic tourism during the pandemic has helped
tourism enterprises in the Nordic countries not only to survive the crisis, but also to

be able to grow during it.

The study also aimed to provide perspectives on the preferences of domestic



tourists in the Nordics. Domestic tourists as a target group is underexplored, but
based on the findings in the literature, survey and interviews, preferences of the
domestic tourists in Nordic countries and autonomous areas countries are very
similar. Appreciation of nature and nature experiences and quality over quantity are
a common interest of domestic tourists in the Nordic countries. Given similar
preferences of the domestic tourists on the Nordic countries, products created to
serve domestic markets in any Nordic country can be readily marketed in other

Nordic countries as well.

Development of the domestic tourism sector was a low-priority effort compared to
development of inbound tourism in all the Nordic countries before the pandemic.
Loss of inbound tourism during the pandemic served as a catalyst for a
breakthrough of domestic tourism to the agendas of tourism developers in local,
regional, and national level. This study examined ten best practice cases of
developing domestic tourism created during the pandemic. They share four lessons
learned: importance of utilizing data, quick and agile actions, and the significance

of active communication.

The future of domestic tourism is generally seen as positive in the Nordic countries.
The pandemic increased the interest of tourism sector actors towards the domestic
market in all the Nordic countries and autonomous areas. Financial situation of
consumers and recovery of outbound tourism are challenging the future of
domestic tourism. Yet, more coordinated development of the domestic market is
seen necessary to enhance the resilience of tourism sector to both sudden crisis
and long-term developments towards more sustainable and responsible modes of
tourism, digitalisation and interest towards nature tourism destinations.

In the end, the main results of the study are summarised into seven key findings on

how the tourism sector actors could realise the potential of domestic tourism:

1. Thereis a need for more research focusing on domestic tourism in the Nordic
countries.

2. Domestic tourists in the Nordics love nature and value quality over quantity.

3. Developing tourism products and services for the domestic market can

support inbound tourism development.

4. Increasing marketing to domestic tourists in the short term and in the long
term.

5. More cooperation on the local and regional level is required to realise the
potential of domestic tourism in the Nordic countries and autonomous

daredads.

6.  National development of domestic tourism should utilise structures created
during the pandemic to strengthen the resilience of the tourism sector.



7. Nordic level cooperation in developing domestic tourism should be initiated
to share experiences.



1. Introduction

Covid-19 pandemic was a shock to the tourism industry in the Nordic countries. In
the years before the pandemic, the number of tourists had grown in all the Nordic
countries and autonomous areas, in some cases so much that there were concerns
over tourism and visible decay in most popular tourism destinations.[M The focus of
the sector was on increasing the number of inbound tourists, and developing
domestic tourism was mostly low on list of priorities. The closure of borders in the
Nordic countries in early 2020 and in subsequent loss of inbound tourists sent
ripples through the tourism sector. Suddenly, the domestic tourists overlooked
earlier were the most important target group for the tourism enterprises and
organisations. With the international traveling being severely restricted during the
2020 and 2021, the tourism enterprises and development organisations had to
adapt their products and services to meet the needs of domestic travellers.

In this report, we examine the domestic tourism sector, its significance and future
in the Nordic countries, autonomous areas and in selected border regions between
the Nordic countries. This is the final report of the research project ‘Exploring
Domestic Tourism in the Nordics', initiated by the Nordic Council of Ministers. The
project stems from the increased role of domestic tourism during the Covid-19
pandemic and aims to gather insights into the recent and future developments in
the Nordic domestic travel markets. This is done by exploring the best practices of
developing and promoting domestic tourism in the Nordic countries during the
Covid-19 pandemic in years 2020-2021. The purpose is to identify and describe
operating models developed during the crisis that would be useful for developing
both domestic and inbound tourism in the Nordic countries in the longer run and to
strengthen the Nordic tourism cooperation.

The study was conducted by a research group with researchers from different

1. Karlsdéttir and Bogason, 2022.



Nordic countries. The group was led by research manager Juho-Matti Paavola from
Innolink Research Oy. Paavola and research consultant Ilkka Tiensuu formed the
core team of this project, and they were responsible for coordination of the project,
organisation of the final report and the writing process. They were assisted in
different parts of the study by Jens Holm, Simo Saari, Inna Jauhiainen, Maria
Levola, and Mikael Rautamo from Innolink Research. Additionally, the research
team included country researchers from different Nordic countries. Oxford
Research AB was responsible for the country cases for Denmark, Norway, Sweden,
the Faroe Islands and Greenland with a team consisting of Thomas Westerberg,
Roe Langaas, Louise Fabricius, Klaramaria Pollak, Maja von Beckerath and Sally
Andersson. Eyrun Jenny Bjarnadéttir, from the Icelandic Tourism Research Centre,
was responsible for the Iceland case.

The project was funded by the Nordic Council of Ministers and coordinated by the
Ministry of Economic Affairs and Employment of Finland. After the tendering
process, a steering group was formed to guide the work in this study. The steering
group was chaired by Sini Markoff and Ida Honkanen from the Ministry of
Economic Affairs and Employment, and its other members included project
manager Gudny Hrafnkelsdottir (05/22-12/22) and Director of Development Elias
Bj. Gislason (12/22-04/23) from the Icelandic Tourism Board and Linnea Johansson
from the regional government of Aland. Invitation to join the steering group was
sent to all Nordic countries and autonomous areas, but no representation outside
Finland, Iceland and Aland was received. The steering group discussed and
commented on research questions, materials, initial findings and final form of this
report. The main authors of this report were responsible for the incorporation of
the comments into the report and the views represented in this report are only
theirs. We want to thank the steering group for invaluable support throughout the
process.

1.1. Methods and sources

The basis for this project is mixed-methods approach, where both qualitative and
quantitative research methods are utilised extensively. This allows the triangulation
of data in order to ensure higher validity and reliability of the conclusions. The
methods utilised included a desk study, where relevant existing literature about
domestic tourism on the Nordic level is analysed. The desk research also included
statistical analysis of key indicators in each Nordic country. In addition to the
statistical analysis, the quantitative research methods of the project included an

online survey directed to SMEs and other tourism sector stakeholders.

Data received through quantitative methods were enriched with qualitative
interviews with representatives of the business support organisations, that can be

non-profit, public, or for-profit resource organizations that serve tourism sector



businesses and support their growth and success. In addition, country case studies
in each Nordic country and autonomous areas were conducted by local researchers,
who interviewed key stakeholder representatives and conducted a desk study of
the national literature and statistic. Finally, a workshop was organised online to
engage and gather views from a wider network of stakeholders.

The Nordic literature review and the contextual framework of the study

At the beginning of the project, we conducted a literature review to form a basis
for the study and its design. There is an ample number of empirical studies that
have been done in the past two years about the impact of Covid-19 pandemic on
tourism. The literature reviewed focused mostly on the effects of the decline in
international tourism, but there are several studies that examine, for example, the
impact of the Covid-19 pandemic or quarantine decisions had on the domestic
tourism travel flows,?) the effect of interventions made to increase domestic
tourism during the pandemic,®! the impact of domestic tourism on the economy
during the Covid-19 pandemic® or the effect of the pandemic on domestic tourism
preferences and views.[®! The empirical parts of these studies were mostly
conducted with data gathered from outside Nordic countries.[®! Review of the
academic literature revealed some interesting theoretical insights. However, in this
research project, our main aim was to find practical information about domestic
tourism’s development in the Nordic countries and we were more interested in the
Nordic perspective on the issue of domestic tourism and the Covid-19 pandemic.

There are a number of reports, policy papers and other grey literature found in each
Nordic country that deal with domestic tourism nationally. These are included in the
country reports. For the main report, we examined recent studies that covered all
or most of the Nordic countries. Most of these wider reports have been mainly
interested in inbound tourism, especially before the Covid-19 pandemic. For
example, the Nordic Council of Minister's report Nordic Tourism Policy Analysis
offered insight into organisational frameworks and common thematic areas -
digitalisation, sustainability and seasonality — in the Nordic countries and
autonomous areas.l”1 Yet, the focus in the report is on inbound tourism and Nordic
cooperation to promote it, and as such it was not very useful for our work, which is

focused on domestic tourism.

After the Covid-19 pandemic domestic tourism, alongside inbound tourism, has

Altuntas & Sahin Gok, 2021, Falk et al., 2022.

Volgger et al., 2021.

Wu et al., 2022.

Mkono et al., 2022; Wendt et al., 2022.

The study by Wendt et al. (2022) is the exception to the rule since they examine domestic nature tourism in
Iceland during the pandemic.

Arnadéttir, 2019.
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been more prominent issue in the tourism-related literature covering several Nordic
countries. In the State of the Nordic Region 2022 report, Karlsdéttir and Bogason(®!
make a statistics-based review about the impact of the pandemic on tourism, the
decline of inbound tourism and the rise of domestic tourism, which inspired our
statistical investigations. They also pointed out the possibility of a more
transformative change in the tourism industry, a shift from high volume business
model with inherent risk of overtourism towards a more moderate and less
consuming mode of operation in the Nordics. Shorter traveling distances and
increasing domestic tourism are part of this change.

This transformation and the role of domestic tourism in it are echoed in other
recent reports examining the Arctic area. Arctic Tourism in Times of Change,'”) a
report issued by the Nordic Council of Ministers, calls for not only restarting or
recovering tourism but also for reconsidering tourism in order to make it more
sustainable by focusing on individualised services for smaller groups and on the
domestic market. In the future, the report envisions normative tourism in the arctic,
increased interest in nature-based tourism and an increased role for local, regional

and domestic tourism in the industry.

In addition, the Ethical Tourism Recovery in Arctic Communities research
programme - a collaboration between the University of the Highland and Islands,
the University of Lapland and Karelia University of Applied Sciences — provides
practical research-based tools for tourism entrepreneurs to develop more
sustainable business models. In their survey-based study and strategy for ethical
tourism recovery, an 'increased focus on domestic tourism was identified as a
potential pathway towards responsible and ethical tourism, with a focus on nature

and cultural tourism".[10]

Another report looking into sustainable tourism development is Nordregio's project
Planning for sustainable tourism in the Nordic region." It focuses on exploring
regional tourism development plans which are written before the pandemic. Hence,
domestic tourism is less visible in the report, but the report still provided important
insights into the economic significance of tourism, the collaboration and
organisation of tourism development, and sustainability concerns in the Nordic
countries.

Looking at the recent literature, we can summarise that there is a lack of
comparative information about the domestic tourism in the Nordic countries in
general and especially a need for more information about domestic tourism target
groups, behaviour and how the Covid-19 pandemic affected the development and

8. Karlsdéttir and Bogason, 2022.
9. Jbéhannesson et al., 2022.

10. Macaulay et al., 2022, p. 5.

11. Bogason et al., 2020.



future outlook of domestic tourism in the Nordics. In this report, we aim to provide
practical insights into the domestic tourism in the Nordic countries and how to
develop it in the future. Yet, earlier research into the issue provides a contextual
framework and starting point for our exploration. We will be examining domestic
tourism in the time of a (possible)!’?! transformation of the industry and business
models. Covid-19 served as a catalyst for change, but it was not the beginning nor
the end of it.

Country reports

Five country reports were conducted in the autumn of 2022. They form the
backbone of this study and were the main method of gathering the research
material. The reports cover each Nordic country in detail. Additionally, country
studies were conducted in autonomous areas.

The country reports were conducted by local research team members. A team
consisting of Thomas Westerberg, Roe Langaas, Louise Fabricius, Klaramaria
Pollak, Maja von Beckerath and Sally Andersson from Oxford Research AB were
responsible for the country cases for Denmark, Norway, Sweden, the Faroe Islands
and Greenland. Eyrdn Jenny Bjarnadoéttir, from the Icelandic Tourism Research
Centre, was responsible for the Iceland case. Innolink Research Oy and a team
consisting of Inna Jauhiainen and Ilkka Tiensuu conducted the Finnish country case
and Mikael Rautamo the Aland case.

The country reports are based on a report template provided by the core team
from Innolink Research in September 2022. The steering group also commented on
the template before it was finalised. The country researchers then conducted desk
research of literature and statistics and interviewed a minimum of three experts -
and in some cases, several more — per country to answer the research questions
posted in the template. The interviewees included representatives from the central
government agency responsible for the development of domestic tourism, as well
as representatives of national or regional business support organisations and
destination management organisations (DMOs) and, in some cases,
representatives from tourism enterprises. For the autonomous areas, a desk study
and an interview with a representative of the main tourism development
organisation per area were conducted. In total, 24 interviews were conducted for

the country reports.

The initial findings and first drafts were presented to the steering group by the
country researchers in a mid-way seminar in October 2022. The steering group and

12. There is some debate amongst the research community and tourism industry about the magnitude and
timeframe of the transformation, see e.g. Mkono et al., 2022.
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the core team from Innolink Research commented on the draft versions and then

the country researchers made amendments to them. The finalised country reports

were received in November 2022.

The country reports cover three main areas:

1.

A general overview of domestic tourism in the country

This section aims to give an overview of the domestic tourism in the country
- its size, share, significance and how domestic tourism has changed during
Covid-19. A short section about same-day visitors is included. Additionally,
this part also includes a short review of restrictions affecting tourism
industry that were introduced during pandemic - including both restrictions
in the borders and inside the country.

Additionally, this section includes subchapters about domestic tourism

preferences and the future of tourism.

The main stakeholders and coordination of domestic tourism activities
This part explores the coordination and financing of domestic tourism
activities in the country and maps the main stakeholders involved in

developing domestic tourism.

Best practices

Each country researcher identified several concrete examples of good
practices/programmes/activities/etc. that have been successfully used (or
that are new and innovative approaches) in developing domestic tourism in
the country in answer to the Covid-19-induced crisis. Then, in cooperation
with the steering group, the core team chose two cases from each country
for closer examination. Then the country researchers conducted a desk study
and an interview with a case representative in order to fill out the description
of the case, the activities included and the lessons learned. These cases are

described in detail in the country reports.

The country reports are mainly used as source material in this final report. In some

parts, especially in Chapter 2, we use direct excerpts from the country reports.

Elsewhere information in country reports is used as research material and analysed

together with other sources in this study. The full country reports are annexed to

this main report, so for more detailed information about individual countries and

autonomous areas, readers can refer to the original country reports.

1



The survey

In addition to the country cases, we conducted a survey directed at tourism
companies and organisations in all the Nordic countries and autonomous areas. The
main aim was to explore how the companies and the organisations working with
companies in different Nordic countries see the potential and future of domestic
tourism and what kind of support they need in order to better operate in the
domestic tourism market. The survey was conducted from November 2022 to
January 2023 and it received 480 responses. The most responses were collected
from Iceland (150 responses), Sweden (137) and Finland (123). The number of
responses were considerably lower fromm Denmark (33) and Norway (31). Two
autonomous areas collected a few responses as well: Aland (4) and Greenland (2),
but from Faroe Islands no responses was received.

The responses were collected via an open internet link that was distributed with the
help of stakeholders in different countries and in social media groups. The survey
link was shared in the countries' tourism networks (for example, through the DMOs
and business support organisations). The link was also distributed in social media
through paid for marketing targeting tourism industry actors. Additionally, since
the initial distribution gave low number of responses in some countries, additional
responses were also collected from an internet panel where the survey was directed
to people working in the tourism sector. The number of responses that came from
the distributed link was 295. The number of responses collected from the internet
survey panel as 185. In all countries expect Iceland the sample include both
responses from distributed link and from the internet panel. In Iceland, all the
responses were received from distributed link. We cross-checked the responses
from panel and link for quality control and concluded that on most background
variables and response distributions the two samples resemble each other. There
were slight variations, but given the explorative nature of our research and that we
were not looking for representative sample, no major quality issues were detected.

The most responses were from people working in private enterprises (72% of all the
responses). Other types of enterprise and DMOs represented 11 per cent of the
responses, and business support organisations were represented by five responses.
Micro-sized companies formed the largest group of enterprises, since 50 per cent of
responded enterprises had 0-9 employees. Additionally, 28 per cent of the
companies had 10-49 employees and 11 per cent had 50-249 employees and 11 per
cent 250 or more employees. Accommodation was the organisations' main line of
business (with a share of 37% of respondents). Serving food and beverages was the
second most popular line of business, with a share of 22 per cent. Accommodation
collected the most answers in the three countries with the most responses, but

12



from Denmark, there were no answers from accommodation companies. Full

information about response distributions is included in the appendix 1 of this report.

The focus of the survey was to map the needs of companies in regard to domestic
tourism, emphasising an explorative approach; therefore, representative sampling
was not the key priority while conducting the survey. In this report, we mostly
examine the results of the survey in a more general fashion, giving insights into the
issues related to domestic tourism and its development from the viewpoint of
tourism enterprises. The viewpoint in the survey questions is that of an
organisation, but we did not restrict the respondents by, for example, allowing only
top management to respond the survey questions. The results should be viewed as
the opinions of the collected sample of people working in the tourism industry, and
they are not representative of the whole tourism industry. In particular, the low
number of responses from Denmark, Norway and the autonomous areas have to
be taken into account. Hence, we mostly refrain from doing country comparisons or
examining differences between countries based solely on the survey results
especially in cases where results of one country is clearly different from others.
Instead, we highlight cases where the results of the survey are similar across the
countries and other research material.

The workshop and interviews

In addition to the previously mentioned modules of the project, information was
also gathered in numerous interviews and a stakeholder workshop. The workshop
was held via Teams in October 2022 with around 16 participants representing
various private enterprises, DMOs, business support organisations and government
agencies from Denmark, Finland, Aland, Iceland and Sweden. The workshop mainly
consisted of group sessions mapping the potential of domestic tourism in the
Nordics and how to realise its potential. Questions discussed in the group sessions

were:
e« Question 1: What is the potential of the domestic tourism in the Nordics in
the future?
. Question 2: What are the preferences of domestic tourists in the Nordics?

. Question 3: How tourism sector can adapt to better serve domestic markets
and what kind of support would tourismn companies need?

. Question 4: What information is needed about the domestic tourism market?

. Question 5: Nordic perspective - Could we create "Nordic domestic tourism"?
What would this need?

13



In addition to the interviews conducted within the country reports, additional
interviews were carried out in order to enrich the results of the survey and
contextualise them. These interviews were conducted with 9 representatives of
business support organisations in all Nordic countries. In addition, 2 people working
on tourism within the border regions (the Oresund region and Tornedalen) were
interviewed to shed light on the somewhat ambiguous role of domestic tourism in
the areas where local populations regularly cross borders as part of their everyday

lives.

Note on the definition of domestic tourist and domestic tourism

Definition of tourist and tourism is not straightforward. Especially in the context of
domestic tourism, the definitions can be elusive and might vary in different sources.
In this report, we mostly apply definitions recommended by United Nation's World
Tourism Organization. The WTO defines tourism through the concept of visitor:

"A visitor is a traveller taking a trip to a main destination outside his/her usual
environment, for less than a year, for any main purpose (business, leisure or other
personal purpose) other than to be employed by a resident entity in the country or
place visited. These trips taken by visitors qualify as tourism trips. Tourism refers to

the activity of visitors."!">!

Domestic visitor is a traveller who is on a tourism trip and is a resident travelling
within the country of reference outside his/her usual environment where an
individual conducts his/her regular life routines.l' Given this definition, the
domestic tourism in autonomous areas is considered to include only residents of

the area in question traveling withing the area’s borders.

In WTOs definition a tourist as a visitor whose trip includes an overnight stay. If a
visitor does not stay overnight, the visitor is labelled a same-day visitor or
excursionist. Tourists and same-day visitors can be either inbound or domestic.['! In
this report this is reflected in that the most used data when examining the
numbers of domestic tourists and comparing it to the number of inbound tourists is
overnight data. This choice is partly driven by practicality: overnight data is by far
the most available, comparable, and up-to-date data about tourism, both domestic

and inbound, across the Nordic countries.

13. UN Department of Economic and Social Affairs 2010q, p. 10.
14. Ibid., p. 16.
15. Ibid. p. 10.
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However, especially in the context of domestic tourism, same-day visitors
constitute significant part of visitors. In WTOs definition, tourism as an activity
includes all visitors. Hence, when examining the data about domestic tourism,
especially its economic impact, both domestic tourists and domestic same-day
visitors are included. ['¥] Same-day visitors and their significance are examined in
separate chapter of the report, but in general, when talking about domestic
tourism, domestic tourists and domestic same-day visitors are included in the

concept.

Additionally, the WTO definition domestic tourism includes activities of a resident
visitor within the country of reference not only as part of a domestic tourism trip,
but also as part of an outbound tourism trip.['] Following this definition, Tourism
Satellite Accounts (TSAs), the most comparable dataset about economic impact of
tourism, in most Nordic countries include domestic share of outbound tourism in
domestic tourism. In Finland, domestic share of outbound tourism is aggregated in
TSA, but in other countries it is not.['8 Additionally, overnight statistics are based
on nationality of the traveller, hence aggregation between domestic tourists on
outbound trips and domestic trips is not made. Given these limitations, our
statistical overview includes both trips that are done completely within the visitor's
country of residence as well as domestic share of outbound trips.

In the case of domestic tourism and tourists, above mentioned definitions are
applied in the statistics, but often not in practice. As WTO notes about the scope of
domestic tourism, “the term "domestic” has different connotations in the context
of tourism and the national accounts. In tourism, "domestic” retains its original
marketing connotations, that is, it refers to the activities of resident visitors within
the country of reference."l!?1 It is evident that many of the literal sources, survey
respondents and interviewed experts do not draw strict distinction between
domestic tourists and domestic same-day visitors, when, for example, talking about
measures to increase the number of domestic tourists. On the other hand, it can be
assumed, that in many contexts the sources do not consider domestic share of
outbound trips as domestic tourism, especially if it includes just using domestic
travel agency to reserve the outbound trip and perhaps transportation to an
airport. For example, when domestic tourism is discussed in the context of
increasing sustainability of tourism industry, it implicitly includes the idea of
replacing outbound trips with domestic trips. Increasing the domestic share of

outbound trips does not easily fit in this picture.

Hence, outside the parts of the report that are based on statistical data, the

16. lbid, p. 15.

17. UN Department of Economic and Social Affairs 2010aq, p. 15.

18. In the Finland, domestic share of outbound trips formed approximately one fifth of total domestic tourism
demand before Covid-19 pandemic. For more details, see the Finnish country case annexed to this report.

19. UN Department of Economic and Social Affairs 2010q, p. 15.
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concepts of domestic tourist and domestic tourism are mostly used in mixed
manner, since that is how they are used in the source materials. What is included in
domestic tourism is dependent on the context. For example, when we write about
short term marketing directed to domestic tourists, same-day visitors are not
excluded from these efforts, but they are rarely directed to domestic travellers on
outbound trips. Domestic visitors on overnight trips within the country’s borders
are often the most more sought-after target group, since they do have the largest
individual economic impact. But especially at the level of individual tourism
enterprises offering services to visitors, making distinctions between domestic
tourist, domestic traveller on outbound trip (especially if the trip includes several
overnights in the country of residence) or same-day visitor is often unfeasible and
unpractical.

1.2. The structure of the report

The report is thematically divided into five main chapters in addition to the Chapter
1 which is this introduction. Chapter 2 gives an overview of domestic tourism in the
Nordics before, during and after the Covid-19 pandemic. It is mostly based on
statistical analysis but is enriched by findings from the interviews, survey and
written sources. This concerns especially the situation of tourism in the post-
pandemic times, where the statistical data is still scarce.

In Chapter 3 the focus shifts onto the different profiles and preferences of
domestic tourists. These are examined both by going through the existing material
on domestic tourism profiles in different Nordic countries and the views of
domestic tourist preferences presented by the respondents of the survey. Also, the
general patterns of behaviour that separate domestic tourists and inbound tourists
are discussed.

Chapter 4 aims to identify domestic tourism development needs and the solutions
found thus far. The section on development needs is mainly based on the results of
the survey, while the solutions include both those mentioned in the survey and the
best practices presented in the country reports. The chapter ends with an
examination of two special themes: the development of domestic tourism in the
Nordic autonomous areas and the special situation of tourism in the regions on the
border of two or more Nordic countries.

Chapter 5 deals with the future of domestic tourism in the Nordics. It is based on
the responses gathered in the survey, workshop and the interviews. First, the views
of the future of domestic tourism in general are discussed, followed by discussion
of the more specific treatment of pull factors and challenges of the domestic
tourism in the Nordic countries.

In chapter 6, the findings of the study are summed up in conclusions. These include

16



seven findings on how to support organisations operating in the domestic tourism
market to realise the potential of domestic tourism.

In addition to this final report, the output of the project includes six country
reports, and a report on the results of the survey conducted during the project.
They are annexed to this report, providing more insights for those interested in
more specific details. However, this final report can be read as an independent
product without consulting the annexed reports.

17



2. Domestic tourism in the
Nordics and effects of Covid-19
pandemic

This chapter presents an overview of the domestic tourism in the Nordic countries
before, during and after the Covid -19 pandemic. The overview is mostly based on
statistical analysis and enriched by findings from the country cases, the interviews,
and the survey. The chapter begins with an overview of domestic tourism in the
Nordic countries, followed by a more specific examination of the situation of each
country. After this, we take a closer look at domestic tourism in the autonomous
areas in the Nordics: the Faroe Islands, Greenland and Aland. Another sub-chapter
deals with the issue of domestic same-day visitors, a group that is significant in the
domestic tourism market. The chapter ends with an examination of the situation of
domestic tourism in the Nordic countries and autonomous areas in the current,
post-pandemic times.

Main findings in this chapter are:

. Domestic tourism is important for the Nordic countries. In the continental
Nordic countries, domestic tourists' share of all the tourist overnights has
been over 60 per cent before, during and after the Covid-19 pandemic. In
Iceland and autonomous areas, the share is smaller, but domestic tourism
has still been significant for the industry especially during the pandemic.

e  Theincreased volume of domestic tourism was a remarkable factor in
keeping the tourism industry in the Nordic countries and autonomous areas
afloat during the zenith of pandemic in 2020 and 2021.

18



o According to the overnight statistics, the year 2022 was an exceptionally
good year for Nordic tourism, and domestic tourism played a role here, as the
number of domestic tourists was higher than before the pandemic in both

relative and absolute terms.

o Before the pandemic, domestic tourism was not paid much attention in
comparison to inbound tourism. The pandemic emphasized domestic
tourism'’s significance, but the methods of its governance are still quite basic
and vary greatly by country.

e Those tourism enterprises that have been able to increase number of
domestic customers compared to pre-pandemic situation are also twice as
likely to be doing better economically in terms of revenue, number of
employees and number of customers in general compared to enterprises that
have the same number or less domestic customers than before the

pandemic.

. Investing in domestic tourism has helped tourism enterprises in the Nordic
countries not only to survive the Covid-19 crisis, but also to be able to grow
during it. In the survey, 58 per cent of those companies that have invested
more into domestic tourism compared to pre-Covid situation also reported
to have more domestic customers, whereas only 22 per cent of those
companies who have not invested more report to have more domestic

customers.

2.1. Domestic tourism in the Nordic countries

This chapter provides a short overview of domestic tourism and its significance in
each Nordic country. In these overviews, the most comparable data available on
overnights and tourism consumption will be used. In addition, a summary of the
main features of domestic tourism governance in each country will be made. For
more detailed information and additional statistical indicators the reader is

encouraged to look up the individual country reports included in the annexes.

The overlook of domestic tourism in the Nordic countries is mainly based on
statistical analysis. There are some differences between how each country records
their statistics; therefore, the examination focuses on country- and region-specific
statistics instead of comparing them with each other too heavily. The most widely
available and comparable data is accommodation statistics. Data on overnight
stays is compiled in all the Nordic countries and autonomous areas, and it is more
up to date compared to other types of tourism-related statistical data.

At the time of writing this report, the latest statistical data about overnights
available from most Nordic countries was from December 2022 with the exception
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of Sweden, which only had data available until October 2022. As a source of
overnight data, we mainly use a Nordic-wide data set compiled by Visit Finland,
since it gives the most comparable view of overnights in all the Nordic countries[°],
The dataset includes overnight data from national statistical services in all the
Nordic countries starting from year 2016. Data from earlier years in comparison
(2010 and 2015) in this study is gathered directly from the national statistical
services. Additionally, for autonomous areas, we use overnight data obtained from
local statistical services.

In order to have more comparable data from each country, Visit Finland has only
included the number of registered overnights in hotels, holiday resorts, youth
hostels and camping sites. This data offers the best indicator to measure the
differences in the Nordic countries, but it excludes overnights in commercial holiday
cottages and commercially arranged rentals in private cottages and apartments.
These can be significant for domestic tourism in some countries, but the data
available and methods of estimating the numbers of these overnights vary

significantly between Nordic countries.[?"

This data also excludes the nights spent in private dwellings, for example, when
people stay with friends or relatives or in private cottages. In the case of domestic
tourism, these stays can form a significant share of the tourism volume.
Unfortunately, since they are not registered, there is very little data available about
non-commercial overnights in any of the Nordic countries and comparisons cannot
be reliably made. Additionally, same-day visitors make up a sizable part of
domestic tourism, but only little data on this group is available. The same-day

domestic visitors is examined in Chapter 2.3.

There are also different types of tourism-related data available in the Nordic
countries through both official statistical services and individual research projects
creating data that is often published in separate reports or journal articles. In
these, the methods, timespans and definitions vary, and their comparability is often
questionable at best. The most comparable data is presented in Tourism Satellite
Accounts (TSAs). The TSA is a standard statistical framework and the main tool for
the economic measurement of tourism. The TSA has been developed by the United
Nation's World Tourism Organization (UNWTO), the Organisation for Economic
Co-operation and Development (OECD), the Statistical Office of the European
Communities (Eurostat) and the United Nations Statistics Division.[22]

20. Database can be accessed here: https:/www.visitfinland.fi/suomen-matkailudata/matkailun-kehitys-
pohjoismaissa

21. Visit Finland site also includes an interactive PowerBI tool with which to examine the data. For more information
about the data and what is included in it, see the glossary on the tool slide 7 here:
https:/app.powerbi.com/view?

r=eyJrljoiNDY3YzA2YTgtYzZEOYSOOYTg4LTKkON|ItZDcxMWIwYzBKkNTA2liwidClé6ljdjOTRhMjQ4ALWYV|ZjItNDFEINiO5SY

QyLTkyMzYTMTEXNGIwNCIsImMiOjh9

22. For more, see the publication by the UN Department of Economic and Social Affairs (2010b).
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In principle, TSAs should only include standardised and comparable data, yet there
are still a number of issues and discrepancies between the Nordic countries(?3]. The
type of data and the years for which it is available vary from country to country.
With domestic tourism in focus, the comparisons are even harder since the data
used needs to be aggregated into domestic and inbound components. Hence, in this
chapter, we mainly use one key TSA indicator - tourism consumption — to examine
the economic importance of domestic tourism. The indicator is available mostly
through statistics services, though in Sweden and Denmark these statistics are
reported in separate publications. Additionally, in Finland, only tourismm demand
(not tourism consumption data) and in Iceland tourism expenditure is available in a
form that makes any reasonable comparisons possible. Autonomous areas do not
have TSAs or consumption data available.

Even with their limitations TSAs provide the best available data with which to
examine the economic significance of domestic tourism. They are therefore used in
this chapter to illustrate the differences between the Nordic countries but are
presented on a country-specific level. Additionally, the examination of economic
data in this report is on most parts limited to the years 2019-2020 since those are
the years for which data is available from all the Nordic countries. Fortunately, this
still allows to see the effect of the Covid-19 pandemic in tourism consumption.

2.1.1. Comparison of domestic tourism in overnights in the Nordic
countries and autonomous areas

It is possible to examine the similarities and differences in the significance of the
domestic tourism in different Nordic countries through the overnight data. The
developments of tourism in mainland Nordic countries resemble one another quite
closely. Domestic tourism’s share of nights spent in each country held steady before
the pandemic and rose clearly in all the Nordic countries during the Covid-19 crisis.
In Denmark, the share of domestic tourists has been somewhat lower than in
Finland, Norway and Sweden. This might be attributed to geography, which makes
Denmark more accessible from mainland Europe. Iceland and the autonomous
areas have more variance in their trends. In Aland, the small population and
geographical area makes it a rather unique case in regards of domestic tourism and
the domestic tourists' share of the total nights spent is just a fraction of the total
number of nights.

23. These discrepancies which are discussed in detail in a recent Nordregio report Regional Tourism Satellite
Accounts for the Nordic Countries (Karlsdéttir & Sdnchez Gassen, 2021).

21



100%

90%

o S
B A

)

60%
50%
40%

30%

20%

10%

2017
2018
2019
2020
2021
2022

M Denmark M Finland Iceland M Norway Sweden M Faroe Islands M Greenland
Aland

Figure 1. Domestic tourists' share of overnights in hotels, holiday resorts, youth
hostels and camping sites in the Nordic countries and autonomous areas during
2017-2022. (Source: Statistics Denmark, Statistics Greenland, Statistics Faroe
Islands, Statistics Finland, Statistics Iceland, Statistics Norway, Statistics Sweden,
Statistics /&Iond).
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2.1.2. Denmark

Domestic tourism is very significant for the Danish tourism industry. Before the
pandemic, in 2019, tourism accounted for DKK 139.1 billion (EUR 18.7 billion),
representing 4.2 per cent of GDP. Domestic tourism consumption constituted 55.8
per cent of total tourism consumption. After the steep drop in the number of
inbound tourists in 2020, domestic tourism's share of total tourism consumption
rose to 74.0 per cent. (Figure 2).
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Figure 2. Tourist consumption in Denmark, 2019-2020 (in billion EUR). (Source:
Fonnesbech-Sandberg & Runge 2022).

When examining the nights spent in Denmark, it may be observed that the number
of nights spent by tourists rose slowly during the 2010s. During the Covid-19
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pandemic, the number of nights spent declined but rebounded rather quickly. The
total number of nights spent in Denmark by tourists not only reached 2019 levels in
the second half of 2021 but has surpassed them in 2022. (Figure 3). This is largely

due to an increase in domestic tourism.
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Figure 3. Total nights spent in hotels, holiday resorts, youth hostels and camping
sites in Denmark by all tourists. (Source: Statistics Denmark).

Before the pandemic, the share of domestic tourists was on a slow decline. As the
amount of nights spent by inbound tourists in Denmark declined in 2020 and 2021,
the share of nights spent by domestic tourists increased vastly. During the springs
of 2020 and 2021, domestic tourists' share of nights spent was over 90 per cent
while in 2019 it was roughly 66 per cent. The distribution has been steadying toward
the pre-Covid levels as, in the summer season of 2022, the shares of nights spent by
foreign and domestic people in Denmark was at the same level as in 2019. (Figure
4),

Regionally, Danish domestic tourists head outwards from big urban centres, though
the capital region is particularly important for all types of tourism, domestic
tourism included. Yet, data shows that the region that had the highest number of
domestic overnight stays in 2019, 2020 and 2021 was the Syddanmark region in the
south of Jutland, the continental area of Denmark, and the lowest number of
domestic overnight stays for the three years is for Sjaelland region that includes
the Sjaelland and adjacent islands outside the capital
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region.[24] An interviewee highlighted that the coastal areas of Denmark saw rise in
domestic tourists according to the overnight stays data. There is also evidence that
remote rural areas in some Danish regions became popular summer destinations in
2020 and 2021.[2°!
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Figure 4. Domestic tourists' share of nights spent in hotels, holiday resorts, youth
hostels and camping sites in Denmark in 2010, 2015 and during 2019-2022. (Source:
Statistics Denmark).

2.1.2.1. The effects of Covid-19 pandemic in Denmark

During Covid-19, Denmark closed its borders around mid-March 2020 and had
restrictions that applied to inbound tourists from March 2020 until the end of 2021.
During this period, the restrictions varied from screening arrivals, quarantines for
some or all geographical regions, banning arrivals from some geographical regions
to total border closure. Even if there were no longer any general restrictions in
Denmark in the autumn of 2022, one might still be met with a requirement to show
one's Covid-19 certificate onboard airplanes. Also, some Covid-19 restrictions and
requirements (such as using face masks) apply in certain premises as Danish
businesses and private cultural institutions are allowed to enforce their own
requirements regarding measures taken to mitigate the spread of infections.

24, StatBank Denmark, 2022.
25. Karlsdottir and Bogason, 2022.
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Due to the restrictions, the number of inbound tourists declined dramatically
compared with 2019. However, the number of domestic tourists did not suffer such
a steep decline and their number was already higher in the summer of 2020
compared with 2019. Ever since the summer of 2021, apart from the end of the
year, the number of monthly overnight stays by domestic tourists has been around
20 per cent higher compared to same month in 2019. The number of overnight
stays made by foreign tourists was at a lower level for quite some time but had
returned to its 2019 levels in the spring of 2022. (Figure 5).
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Figure 5. Level of monthly nights spent in hotels, holiday resorts, youth hostels and
camping sites in Denmark, by nationality (2020-2022 compared with the same
month in 2019). (Source: Statistics Denmark).

2.1.2.2. Domestic tourism governance in Denmark

In Denmark, the Ministry of Industry, Business and Financial Affairs oversees the
tourism industry. The ministry collaborates with several other ministries (namely
the Ministry of Environment and Food; the Ministry of Transport, Building and
Housing; the Foreign Ministry; and the Ministry of Culture) in issues concerning the

tourism sector.

The multi-level governance system for coordinating domestic tourism activities in
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Denmark can be viewed as a hierarchy. On top is the Ministry of Industry, Business
and Financial Affairs, along with the Danish National Tourism Forum and the
Danish Tourism Board. The Danish Tourism Board can best be understood as
different task force groups that, for example, are in charge of developing the
national tourism strategy. Below the top level are four national bodies: three
development organisations and one organisation that focuses on marketing. These
are the Danish Coastal and Nature Tourism Organisation, the Danish City Tourism
Organisation, Meet Denmark and Visit Denmark. At the local level, the coordination

is centralised through Danish Destinations.

According to an interview, Denmark focused mostly on inbound tourism before the
pandemic and the domestic tourism market was neglected before the pandemic.
During the pandemic, greater interest was given to domestic tourism as the
domestic tourism market grew bigger. Visit Denmark and Danish Destinations had
a shared responsibility for domestic tourism marketing in 2020, and in 2021, Danish
Destinations took over most of the responsibility for domestic tourism marketing.
The higher priority of domestic tourism in a post-Covid world is evident in
Denmark’s strategy for tourism, published in 2022, as the siginificance of the

domestic market is highlighted in the strategy.[?%]

26. Erhvervsministeriet, 2022.
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2.1.3. Finland

Tourism has a significant effect on the Finnish economy and employment, and
domestic tourism is an important part of the tourism economy in Finland. In 2019,
the direct share of tourism of the Finnish GDP was 2.7 per cent and the total
demand for tourism was EUR 16,3 billion. The share of domestic tourism of the
total demand of tourism in Finland was 67.4 per cent. In 2020, the GDP share of
tourism decreased to 1.7 per cent and the total demand decreased to EUR 9.7 billion
due to the pandemic. However, the share of domestic tourism of the total tourism
demand increased to 84.1 per cent in 2020. (Figure 6). According to the estimates
of the 2021 trends, the total demand recovered to EUR 11.2 billion, mainly thanks to
the growth in domestic tourism. The share of the domestic tourism of total
demand is expected to rise to almost 90 per cent in 20271.[27]
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Figure 6. Tourism demand in Finland (in billion EUR). (Source: Statistics Finland).

The total nights spent by tourists in Finland was rising slowly throughout the 2010s,

27. Ministry of Economic Affairs and Employment of Finland, n.d.
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mostly due to rise in inbound tourism.[28] During the pandemic, the number of
overnights spent in Finland decreased steeply. The total nights spent in Finland
have been steadying ever since the summer season of 2021 and has reached pre-
pandemic levels. (Figure 7). However, the number of nights spent by foreign tourists
has been greatly lacking. Domestic tourism has been doing well (when examining
nights spent) since the summer of 2020, despite some downturns.
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Figure 7. The total nights spent in hotels, holiday resorts, youth hostels and
camping sites in mainland Finland, all tourists. (Source: Statistics Finland).

As in the other Nordic countries examined, the share of nights spent by domestic
tourists has been higher in 2020 and 2021 than it was in 2019, but the gap has
narrowed greatly in 2022. It is evident that the Finnish tourism industry relies more
heavily on inbound tourism in the winter seasons, and it may be observed that the
share of inbound tourism in overnights has increased closer towards its 2019 level
during the 2021-2022 winter, though it has yet to reach the pre-pandemic level.
(Figure 8).

Regional differences in the domestic tourists' share of all tourists were also visible
before the pandemic. In more rural areas in Eastern and Central Finland, the share
of the domestic tourists was above average, whereas the share of domestic

tourists was lowest in Lapland where the main season is

28. Ministry of Economic Affairs and Employment of Finland, n.d.
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winter.[2?] The regional differences in the trends of domestic overnights during the
pandemic are significant in Finland. The number of domestic overnights increased
between 2020 and July 2022 in all but three of the Finnish regions. The growth of
the number of domestic tourists has been greatest in Lapland, Southwest Finland,
Kuusamo and Pirkanmaa.[30]
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Figure 8. Domestic tourists’ share of nights spent in hotels, holiday resorts, youth
hostels and camping sites in mainland Finland in 2010, 2015 and during 2019-2022.
(Source: Statistics Finland).

2.1.3.1. The effects of Covid-19 pandemic in Finland

After the beginning of the Covid-19 pandemic, the Finnish borders were closed to
foreign tourists in March 2020. The gradual opening of borders began in summer
2020: in June, entry was permitted from Norway, Denmark, Iceland and the Baltic
countries (but not Sweden), and in July 2020, entry was permitted from 24 other
countries. After this, the conditions of entry were alternately tightened and
loosened, depending on the current pandemic situation in different countries. In
January 2021, all non-essential inbound travel was prohibited, and traveling was
limited to essential work-related travel and visiting relatives for 30 days. After this,
the travel restrictions were again gradually dismantled during 2021. All border

29. Ministry of Economic Affairs and Employment of Finland,2019.
30. Data obtained directly from the Ministry of Economic Affairs and Employment of Finland.
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controls in the internal borders of the Schengen area ceased on 31 January 2022,
and all health security measures and restrictions on external border traffic were
lifted by 30 June 2022. After June 2022, travellers entering Finland were no longer
required to present Covid-related documents or to have had a Covid test.
Domestically there were also restrictions in traveling, number of people gathering
and for example in the opening hours of restaurants and bars. These fluctuated
according to the pandemic situation in 2020 and 2021 from mandated restrictions
to recommendations to avoid crowds. In March 2020, the government restricted
traveling from the capital region and surrounding counties to elsewhere in the
country for three weeks. Later, there were recommendations to avoid unnecessary
traveling within the country, which are probable causes for lower numbers of
domestic tourism overnights in 2020.

The restrictions are visible when examining the monthly overnight data in Finland
from 2020 to 2022 with year 2019 as comparison point. The number of nights spent
by inbound and domestic tourists decreased significantly in the spring of 2020. The
number of domestic overnights rose close to the 2019 level already in the summer
of 2020 and increased by one fifth in the summer of 2021. The number of
overnights by inbound tourists, however, has not reached pre-pandemic levels. This
is partly explained by the decrease of tourists from Russia in 2022. Russian citizens
have been a sizable segment in the Finnish tourism economy, but due to the
Russia's invasion of Ukraine, Finland closed its borders to Russian tourism in
September 2022. However, the loss of inbound tourists has been offset by the
increase in domestic tourism and the total number of monthly overnights spent in
Finland was very close to the 2019 levels in the summer and autumn 2022. (Figure
9.
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Figure 9. Level of monthly nights spent in hotels, holiday resorts, youth hostels and
camping sites in mainland Finland by nationality (2020-2022 compared with the
same month in 2019). (Source: Statistics Finland).

2.1.3.2. Domestic tourism governance in Finland

There is not a single operative responsible for national-level coordination of the
development of domestic tourism in Finland. The interviewees considered the most
important operatives in terms of domestic tourism development at the moment to
be the Ministry of Economic Affairs and Employment and High-Level Working
Group on Tourism (Matkailufoorumi in Finnish), serving as an expert advisory body
on strategy related to tourism development, appointed by the Ministry of Economic
Affairs and Employment and chaired by the Minister of Economic Affairs. The
Ministry of Economic Affairs and Employment oversees tourism development and
supports the development of domestic tourism. The ministry has conducted several
studies on domestic tourism and has supported financially the national-level
domestic tourism marketing campaign for several years. The main national tourism
development and promotion organisation Visit Finland is responsible for
implementation of the national tourism strategy and is financed from the
government budget, but its mandate explicitly excludes promoting domestic
tourism. Unlike similar organisations in other Nordic countries, its mandate was not
expanded during the Covid-19.
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Below the national level, domestic tourism development is mainly carried out by
regional tourism organisations and tourism companies. According to a 2019 report
on the operational models of the Finnish tourism organisations, the procedures of
tourism development vary greatly on an organisational level in their emphasis on
either domestic or inbound tourism. In certain regions, the organisations were solely
concentrating their efforts on increasing the international demand; in other
regions, there was more emphasis on increasing domestic demand.B There are
more than 70 regional tourism organisations, and their regional coverage and
working procedures vary. There are also several regional development companies
whose responsibilities include providing services for local businesses (tourism
businesses and others). In addition, a role in domestic tourism development is
played by Centres for Economic Development, Transport and the Environment;
municipalities; Metsdhallitus®?); and various national and regional associations.

31. Ministry of Economic Affairs and Employment of Finland, 2019.
32. Metsdhallitus is a Finnish state-owned enterprise that produces environmental services.
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2.1.4. Iceland

Regarding domestic tourism, Iceland differs somewhat from continental Nordic
countries. Tourism became Iceland's most important export industry after the
2008-2011 financial crisis. Before the Covid-19 pandemic in 2016-2019, tourism's
average share of GDP was 8.1 per cent. In 2020, the share of tourism fell to 3.6 per
cent of the GDP. According to preliminary results in the Icelandic TSA, in 2021 it
recovered slightly to 4.2 per cent of the GDP. Total internal tourism consumption
was ISK 556 billion (EUR 3.7 billion) in 2019. This includes inbound tourism
expenditure (ISK 385 billion, EUR 2.5 billion) domestic tourism expenditure (ISK 143
billion, EUR 0.9 billion) and other components of tourism consumption (ISK 28
billion, EUR 0.2 billion)[331.

Expenditure of domestic tourism in Iceland was approximately ISK 143 billion (EUR
0.9 billion) or about 27.1 per cent of the total internal tourism expenditure. Both
inbound and domestic tourism expenditure decreased considerably in 2020.
However, domestic tourism expenditure's share of total internal tourism
expenditure rose to 54.9 per cent in 2020 and has never been higher since the
beginning of the time series (in 2009). (Figure 10). The share of domestic tourism in
internal tourism consumption grew significantly in 2020 and 2021 compared with
2019, especially in the fields of accommodation and food and beverages. In
comparison, the outbound consumption of Icelanders is normally higher than
domestic consumption; it was ISK 185 billion (EUR 1.2 billion) in 2019 but it
decreased during the pandemic to ISK 69 billion (EUR 450 million) in 2020 and ISK
98 billion (EUR 640 million) in 2021, parallel to fewer outbound trips.[34]

33. Statistics Iceland 2023. Other components include imputed rental value of summer houses and employers'
expenses for business trips of their employees that form around 5 percent of total consumption.
34. Statistics Iceland 2023.
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Figure 10. Tourist expenditure in Iceland 2019-2020 (in billion EUR). (Source:
Statistics lceland).

The number of nights spent in hospitality services in Iceland fell into a steep and
long-lasting slump from the spring of 2020 until the spring of 2022, despite a huge
rise in nights spent by domestic tourists when compared with pre-pandemic levels.
The number of nights spent by domestic tourists compared with those of foreign
tourists was so low that, despite the huge relative increase in nights spent by
domestic tourists, the effect on the total nights spent was rather low. (Figure 11).
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Figure 11. The total nights spent in hotels!®>! in Iceland, all tourists. (Source:
Statistics lceland).

Domestic travel has been a regular habit for a large proportion of the population
for a long time as the ratio of domestic travellers has remained stable. During the
pandemic, the number of outbound trips decreased dramatically (by 69%) and the
number of outbound trips had never been lower.[3¢) Instead, the share of the
domestic tourists increased when looking at the nights spent in Iceland in 2020. The
distribution of nights spent in Iceland between domestic and foreign tourists began
to return to previous levels in early 2021. This is mostly due to the recovery of
inbound tourism, though according to the overnight data the number of domestic
tourists has also stayed significantly higher compared to the pre-pandemic levels.
(Figure 12).

The regional share of domestic overnight stays is not equally distributed. The
capital area and south Iceland each accounted for 26 per cent of domestic
overnight stays in 2019 and 18 per cent of domestic overnights stays were in North-
East Iceland. A smaller share of overnights was attributed to other regions. During
the pandemic, the share of overnights decreased significantly in the capital area
but increased in North-East, East and South Iceland. The difference in the share of

the domestic tourism may be even greater between municipalities. For instance,

35. Icelandic monthly data includes only overnights in hotels.
36. Gallup, 2022; Icelandic Tourist Board, 2022a; 2022b.
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the north Icelandic municipality of Akureyri (the largest town outside the more
populated south-west corner, with 19,000 inhabitants) has long been one of
Iceland’s most popular domestic destinations. In places like Akureyri, seasonal
fluctuations in the overnight stays of inbound tourism can be considerable,
although seasonality had decreased in the years before the pandemic. Even if
domestic overnight stays in Akureyri have been considerably fewer than those of
inbound tourists, their numbers have remained stable, especially in the late-winter
season and early spring, with the number of domestic overnight stays ranging from
5-6,000 each month.[3”] Stakeholder interviews confirmed that, in some cases, like
in the north or in the Westfjords, the domestic winter tourism can decrease
seasonality fluctuations and make a significant difference for tourism companies
that may be able to provide services all year-round.
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Figure 12. Domestic tourists' share of nights spent hotels in Iceland in 2010, 2015
and during 2019-2022. (Source: Statistics Iceland).

2.1.4.1. The effects of the Covid-19 pandemic in Iceland

The Icelandic border remained open throughout the pandemic, although with some
restrictions. In March 2020, Iceland implemented temporary travel restrictions until
July, imposed for the Schengen Area and the European Union. Quarantine
measures of up to 14 days quarantine and PCR testing were implemented for

37. Bjarnadéttir, 2021.
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international arrivals. The rules on quarantine, isolation and screening at the border
changed concurrently as the pandemic and vaccinations progressed. As of February
2022, all infection prevention rules for Covid-19 were lifted at the Icelandic border,
regardless of tourists' vaccination status. Domestically, the government kept
requirements on social distancing and gatherings since autumn 2020, but the
domestic restrictions varied during the Covid-19 pandemic in accordance with the
circumstances. Looking at the overnight data, they have probably impacted
domestic tourism during spring and fall 2020 and early 2021. All domestic
restrictions were lifted in summer of 2021.

The number of nights spent in Iceland by tourists plummeted in 2020. Given the
higher share of inbound tourists in overnights, the decrease in monthly overnights
due to the pandemic was steeper in Iceland compared to mainland Nordic
countries. The situation began to improve in summer of 2022. The number of
monthly overnights finally reached and surpassed pre-pandemic levels in the spring
of 2022. Even if the number of monthly nights spent by domestic tourists have
remained much higher after the pandemic compared to 2019, the most important

factor has been the recovery of inbound tourism. (Figure 13).
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Figure 13. Level of monthly overnights spent in hotels in Iceland by nationality
(2020-2022 compared with the same month in 2019). (Source: Statistics Iceland).
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2.1.4.2. Domestic tourism governance in Iceland

The Ministry of Culture and Business Affairs of Iceland is responsible for developing
overall tourism policy and coordinating governmental bodies' work. The
Department of Business Affairs and Tourism is the lead department and oversees
the operation and performance of the Icelandic Tourist Board (ITB), an independent
authority under the auspices of the Ministry of Culture and Business Affairs. The
ITB's responsibilities include implementing government tourism policy, planning and
supporting regional development, licensing and monitoring licensed activities, data
collection, processing and presentation, safety, quality and consumer protection in
tourism, and administration of the Tourist Site Protection Fund. In 2021, on behalf
of the government, the ITB and the regional authorities committed to operating
special destination management and marketing offices (DMMOSs) in each region of
Iceland. In addition, there is the Tourism Cluster Initiative, a network of travel
agents, tour operators, hotels, attractions and activities, restaurants, airlines,
public relations etc. Its main objective is to promote competitiveness and value
creation within the Icelandic tourism industry and to develop a co-operating forum
for different stakeholders in which the main focus is on linking them together and
opening up interaction between them.

However, interviews with stakeholders confirmed that specifically when it comes to
the development of domestic tourism, the responsibility for management and
marketing is at present not formally in anyone's hands. From 2015 to 2019, no
funding was allocated to domestic marketing, but in 2020 and 2021, the minister of
tourism allocated ISK 40 million (EUR 270 00O0) to the ITB to encourage Icelanders
to travel domestically and buy domestic goods and services. Beyond this,
stakeholders identified the DMMOs as possible backers for the domestic tourism
developement and some stakeholders pointed out that it was critical to put
domestic tourism development better on the agenda. The domestic market has
only had a small part in some projects by ITB and DMMOs earlier and no special
focus has been placed on it. It was pointed out in a stakeholder interview that
tourism marketing does not always have the purpose of selling something, it is also
an educational tool regarding Icelandic tourism. The current agreements between
ITB and the DMMOs do not mention obligations towards the domestic market and
ITB or DMMOs have no funding is allocated to the domestic market. However, some
DMMOs have expressed interest to manage the domestic tourism marketing and
development within their operating areq, but since they have no funding to do it,
they have settled for promoting domestic tourism on their websites and social
media.
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2.1.5. Norway

Domestic tourism is an important part of the tourism industry in Norway. Before
the pandemic, economic contribution of the whole tourism sector was steadily
growing and was 3.6 per cent of total GDP in 2019538], According to the Norway's
TSA, the total tourism consumption amounted to NOK 194.3 billion (EUR 17.6
billion) and the share of domestic tourists was 69.4 per cent of total consumption.
Due to the pandemic, in 2020 the total consumption decreased by one third to

NOK 129.8 billion (EUR 11.8 billion), but the share of domestic tourism rose to 85,3
per cent. (Figure 14).
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Figure 14. Tourist consumption in Norway 2019-2020 (in billion EUR). (Source:
Statistics Norway).

38. OECD, 2022.
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When looking at the overnight data from Norway, it is possible to see the growth of
the tourism sector especially in the second half of the last decade