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SHOPPING TOURISM IN HUNGARY DURING THE PERIOD OF THE

ECONOMIC CRISIS

Abstract

The study analyses the impacts brought about by the economic crisis starting in 2007 on
Hungarian shopping tourism. Considering the long-term symbiotic relationship of the national
retail trade and international inbound tourism, the crisis, that has affected each segment of the
national economy, has also influenced both the characteristics of tourist shopping and the
structure and volume of retail trade, with an indirect impact on the country’s GDP. The study
investigates the purchases of day trippers arriving from the neighbouring countries, and
focuses on changes that occurred between 2006-2010. The survey is based on the assumption
that the sending markets have become more price-sensitive as a consequence of the crisis, and
the changes brought about will be diverse, depending on the economic-social processes of
each sending country. Demand is influenced by crisis management strategies, by the price-
value ratio of goods and services available in the market, and by the business practices of
retail companies. Based on secondary analysis of the databases of the Hungarian Central
Statistical Office and the Hungarian National Bank, the paper provides an overview of how

Hungarian shopping tourism was shaped by the above factors in the period of crisis.
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Introduction

The symbiosis of tourism and retail is a prosperous phenomenon in many parts of the world.
Tourist demand, realised in a wide variety of retail units, is present in North America
(Timothy and Butler, 1995; Dimanche, 2003), in EU member states (Tréboul, 1994; Coles,
2004), as well as in the Asia-Pacific region (Hobson, 1996; Kim and Prideaux, 1999;
Reisinger and Turner, 2002; Henderson et al, 2011). Travellers are looking for shopping
opportunities in the hope of a good deal, for entertainment purposes, or maybe just due to
customary obligations (e.g. social expectations, following others’ consumption patterns)
(Murphy et al, 2012). Among the factors that influence the amount spent at local producers,
markets, smaller or larger shops or department stores, financial gain ranks undoubtedly high,
since it is regarded as savings by most shopping tourists. Although in certain countries
domestic tourism can also provide a framework for shopping-oriented mobility (e.g. as a
result of unequal sales taxes levied by different states), the majority of shopping tourists
achieve savings through cross-border travel.

The lower price level of a product or service (e.g. a car repair) in a neighbouring
country can be tempting for people living in borderlands even in the best of times, but
temporary or permanent recession can further stimulate trips motivated by shopping. The
global economic crisis that started in the second part of 2007 inspired individuals and
households to follow various ‘survival’ strategies, among which savings realised through
shopping abroad helped avoid and/or mitigate a drastic decline in one’s level of consumption
(Hampson and McGoldrick, 2011; Bronner and Hoog, 2012). Temporary or permanent price
level differences in the retail sector of neighbouring eurozone member states, and the

devaluation of currencies of countries outside the eurozone due to the effects of the economic



crisis contributed to the continuation and growth of European shopping tourism (Berghauer,
2008; Tomori, 2011).

In Hungary, which is a traditional destination of shopping tourism in East Central
Europe, incoming shopping tourism has always been affected by the fluctuation of exchange
rates within the region (Kovécs, 2008). The devaluation of the Hungarian forint (HUF) as a
consequence of the economic crisis was accompanied by an upturn in retail turnover in
Hungarian borderland shops which usually provide better price levels, together with wider
retail services, than neighbouring Eurozone member states (especially in the case of
Hungarian products popular in these countries) (Sikos T. and Kovacs, 2008). Austrians,
Slovenians and Slovaks living near the borders immediately interpreted the devaluation of the
HUF against the EUR as a ‘discount’ and started to do their weekly shopping in Hungarian
hypermarkets. Since the exchange rates of national currencies of neighbouring countries
outside the Eurozone (Ukraine, Romania, Serbia, Croatia) did not change significantly against
the HUF, the motivation of shopping tourists arriving from these countries were influenced by
more complex factors.

The present paper places the phenomenon of shopping tourism in a modern theoretical
context, explores the spatial and temporal aspects of the tourist behaviour of travellers
motivated by shopping, and evaluates the changes that emerged as a consequence of the
global economic crisis between 2006 and 2010. The study is based on the review of the
Hungarian and the international literature and on the authors’ analysis of the databases of the
Hungarian Central Statistical Office of international visitor arrivals and spending (HCSO,
2007-2011a) and those of the Hungarian and the Romanian National Banks on currency
exchange rates within the study period (HNB, 2011; RNB, 2011). The databases of the HCSO
(based on data collected through questionnaire survey on representative sample of foreigners

leaving Hungary, and available in detail only in Hungarian) provide information on the



number of arrivals and the total spending by country of origin, as well as the distribution of
arrivals and of spending by motivation and by country of origin, making it possible to analyse

the spending patterns of shopping tourists arriving from selected countries.

The model of international shopping tourism

International travellers, with few exceptions, usually participate in shopping as part of their
trips; nevertheless the mode and degree of their involvement in retail-oriented tourist
activities show significant differences. While most tourists who participate in shopping do it
as a pleasure and relaxation activity that enhances their overall experience (i.e. are involved in
‘tourism shopping’), it may also be the main motivation for some types of travel, particularly
for cross-border trips, embodying the notion of ‘shopping tourism’ (Timothy and Butler,
1995; Timothy, 2005; Saayman and Saayman, 2012). In the literature, various types of the
shopping and tourism relationship are discussed, based on the characteristics of shoppers, the
importance given to the various aspects of the shopping experience (e.g. Lesser and Hughes,
1986; Christiansen and Snepenger, 2002; Oh et al, 2004), the types of destinations (e.g. Bauer
and Meier, 2011; Rabbiosi, 2011), the forms of shopping-motivated travel (e.g. Ko, 2000), the
economic and sociocultural impacts of tourist shopping (e.g. Dudding and Ryan, 2000) or the
institutional framework affecting the development of the shopping tourism phenomenon,
either positively or negatively (e.g. Dimanche, 2003). For our study, the distinction between
utilitarian shopping and leisure shopping (Timothy, 2005) seemed to be most appropriate, as it
was assumed that the economic crisis and its consequences reflected by the fluctuation of
currency exchange rates would mainly affect utilitarian cross-border shopping tourism.
Utilitarian shoppers are primarily motivated by financial gain (e.g. through saving money or

reselling items), while leisure shoppers basically regard their shopping activity as a significant



part of their tourist programme during their stay (Michalko, 2004; Murphy et al, 2012). The
majority of goods consumed in the framework of utilitarian shopping (e.g. food, clothing,
medicine) are intended for everyday consumption or reselling, but there are also items (e.g.
antiques) the function of which go beyond everyday necessities (Yu and Littrel, 2003;
Michalk6 and Varadi, 2004; Michalké et al, 2005). During leisure shopping tourists
predominantly buy gifts (souvenirs) that, on the one hand, contribute to capturing the
memories of the trip and, on the other hand, serve as presents for others (Michalko, 2002;
Swanson and Horridge, 2004). While utilitarian shopping is always pre-planned, leisure
shopping occurs mostly spontaneously as part of the tourist programme (Hsieh and Chang,
2006; Michalké and Ratz, 2006), although there are also planned (Rabbiosi, 2011) or even
circumstance-induced purchases in this category (the latter occurs e.g. when the traveller’s
luggage is lost, some items cannot be used anymore, the traveller faces unexpected weather
conditions, or wants to pursue a not pre-planned tourist activity). The choice of shopping
location and that of products and services purchased are affected by individual characteristics,
expressive motives for shopping (such as relaxation, escape, social networks and status) as
well as instrumental motives (e.g. meeting social obligations or experiencing the local culture)

(Moscardo, 2004).

Figure I about here

Shopping tourism accompanied by relatively short stay (typically occurring in the form of day
trips) can be described by the so-called seesaw model (Figure 1). According to the seesaw
model of shopping tourism there is a hypothetical equilibrium between the place of departure
and the destination when the flow of tourists is minimal (naturally this equilibrium occurs

quite rarely in reality, similarly to a playground where one end of a seesaw is either up or



down). The system loses this balanced position when, taking into account the retail supply of
the destination, the shopper living at the place of departure can realise a profit that is worth
travelling for. Profit generated by shopping tourism is quite complex: many factors can lead to
one’s decision to become involved in this activity, such as lower price level (which might be a
permanent phenomenon, or may be generated by seasonal sales or temporary gain from
exchange rate fluctuations) (Irimias, 2009) , better product quality, attractive brands, the
availability of certain products that are scarce or not available at the place of departure
(Keller, 2005; Luthar, 2006), or even a more pleasurable shopping environment (Snepenger et
al, 2003). Travel purpose, travel style, age and gender may all significantly influence both the
amount that travellers spend on shopping and the items that they choose to buy (Lehto et al,
2004). The system loses its balanced position only after thorough consideration, since
travelling between the departure place and the destination involves cost, loss of time, efforts,
and some risk (see e.g. Svab, 2002 or Luthar, 2006). Travel expenses, travel time, tiredness
caused by a change in the environment, problems associated with border crossing, customs
control, parking, theft, warranty issues etc. are to be compared with the expected gain, and it
is the total effect of these factors that maintains or unsettles the balance of the seesaw model.
However, a shopper who decides to travel finds shopping opportunities not only at the
destination, but also in the ‘corridor’. Travellers can shop profitably at airport duty-free
outlets, on board of aircrafts or ships, or along the roads heading towards border crossing
points. The seesaw model of shopping tourism is equally valid for domestic and international
tourism, the only difference between the two types lies in the existence of national borders.
Shopping abroad is often accompanied by using different currencies, languages and necessary

adaptation to unfamiliar consumer cultures (Jansen-Verbeke, 1998).



Shopping tourism in Hungary in the shadow of the economic crisis

Hungary managed to keep its leading position in the shopping tourism market of East Central
Europe after the regime change in 1989-90, aided by the central geographical location of the
country, the well-established retail network, the pleasant shopping milieu, as well as the
quality and variety of products and their favourable price/value ratio (Michalk6 and Timothy,
2001). The facts, that Europe’s East-West and North-South transit routes go through Hungary
and that the country has seven neighbours, provide opportunities for cross-border activities,
among which retail plays a prominent role. Demand is supported by the geographical
proximity of the sending and receiving areas: no matter which border section is examined,
there are populous ‘foreign’ cities along the country’s borders whose citizens prefer doing
their shopping in Hungary (Pal and Pal, 2007; Sikos T. and Tiner, 2007; Toémori, 2012).
Retail chains in Hungary have also recognised the significance of this complementary demand
in the borderland areas, therefore they take into account the business potential of shopping
tourism throughout their investment planning (Nagy, 2000). The presence of global (Auchan,
Metro, Tesco) and regional (Aldi, Lidl, Penny) retail chains guarantees the availability of
international brands together with popular Hungarian products, and provides opportunity for
price level comparison. Since Hungary shares borders with three Eurozone member states
(Austria, Slovakia and Slovenia), the fluctuations in the EUR/HUF exchange rate are reflected
in the performance of the retail sector too.

Hungary occupies a medium position among EU member states with respect to the
number of foreigners crossing the border; with app. 40 million international visitors in a year,

Hungary is not among the top three countries even in East Central Europe, since the Czech



Republic, Slovenia and Poland all rank higher!. The registered traffic of foreigners crossing
the borders of Hungary may be characterised by following features:
= The share of day trippers is high (in the period of 2006-2010 it was between 75.8%
and 78.1%),
= The percentage of transit passengers among day trippers is also high (in the period of
2006-2010, this figure was between 44.1% and 48.6%),
=  Within the day tripper segment (excluding transit passengers), the proportion of
visitors motivated by shopping is significant and continually increasing (in the period

of 2006-2010 their share rose from 47.1% to 69.9%)? (HCSO, 2007-2011a).

Shopping is a typical motivation among day trippers, but one can hardly find overnight
visitors (tourists) arriving to Hungary with the same motivation. In 2010, 99.7% of visitors
with shopping motivation belonged to the segment of day trippers and only 0.3% to overnight
visitors (HCSO, 2007-2011a).

During the 2007-2009 period of the global economic crisis the number of foreigners
visiting Hungary was increasing continuously, the same trend characterising both the total
number of visitors (including day trippers) and the total number of foreigners with shopping
motivation (including one-day shopping tourists) (Table 1). The increase compared to the
previous year was the greatest between 2008 and 2009, with a 32.9% growth registered in the
number of shopping tourists. Despite the fact that the absolute number of visitors with

shopping motivation decreased between 2009 and 2010, shopping as a travelling motivation

' www.tourimis.info

2 Since the significant weight of day trippers would result in distortions in the interpretation of the role of
shopping tourists arriving in Hungary and the effects of the economic crisis, the total traffic without transit
passengers is used as a base in the study. While visitors participating in shopping tourism consume the tourist
space in a similar way to tourists’ use, the behaviour of transit passengers is characterised by the heavy use of
transit routes. In 2010, the share of fuel in their total spending was 30.0%, while the proportion of their F&B
expenditure was 21.6% (HCSO, 2011).



kept its relatively high significance among day trippers (2009=33.4%; 2010=32.4%) (HCSO,

2010-2011).

Table I about here

Although the quarterly distribution of shopping tourists is much more balanced than the
seasonal fluctuation of all arrivals, a third quarter (summer) peak (from July to September)
can be detected. During the economic crisis the only exception to this occurred in 2008, when
the percentage of shopping tourists was the highest in the fourth quarter. Most probably this
might be explained, on the one hand, by the HUF’s significant weakening against the EUR
(EUR/HUF 2008 Q3: 236.17; Q4: 262.42), and by the Slovak koruna’s (SKK) significant
strengthening before joining the Eurozone, on the other hand (SKK/HUF 2008 Q3: 7.79; Q4:
8.65). The two simultaneous processes generated a considerable increase in the number of day

trippers visiting Hungary with shopping motivation during the winter holiday period.

Regional characteristics of demand in shopping tourism

Since the distance between the departure point and the destination plays a crucial role in the

regional characteristics of the demand of shopping tourism, it is not surprising that the

majority of foreigners visiting Hungary with shopping motivation arrive from neighbouring

countries: during the observed period (2006-2010) the share of shopping tourists arriving

from neighbouring countries was between 98.4% and 99.1%.

Figure 2 about here
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The economic crisis stimulated the demand of shopping tourists arriving from neighbouring
countries: in 2006 6.904 million visitors with shopping motivation were registered, while in
2009 this number reached 10.427 million. Although the figure decreased slightly in 2010, the
9.765 million shopping tourists prove that foreigners’ demand was still strong. During the
period of the economic crisis, the greatest demand for the Hungarian retail sector originated in
Austria and Slovakia (in the peak year of 2009 representing 78.0% together). The number of
shopping tourists arriving from Slovakia increased continuously between 2006 and 2009,
while in the case of Austria growth continued uninterruptedly until 2010. Compared to the
year 2006, the number of Slovak shopping tourists (4.749 million persons) more than doubled
by 2010 (Figure 2). These results are certainly due to the alteration of the EUR/HUF
exchange rate and Slovakia’s accession to the Eurozone in 2009 (the introduction of the euro
in Slovakia resulted in a general price-level increase, which orientated Slovak shoppers living
in the borderlands towards Hungarian retail establishments). As for Slovenia’s shopping-
motivated demand — being the third Eurozone-member neighbour of Hungary — it was
already low before the economic crisis and declined further after the outbreak of the crisis, in
parallel with a significant decrease (-42.1%) in the overall number of day trippers and tourists
arriving from the country. The reasons behind this phenomenon may lie in the Slovenian
market conditions that are out of scope of the study. While the number of shopping tourists
arriving form Croatia and Serbia remained relatively stable, there was a continuous decrease
from Romania and, after a drastic drop, a moderate increase from Ukraine. The declining
position of the Hungarian-Romanian shopping tourism is a result of the weakening of the
Romanian leu (RON) against the EUR and the HUF, but the decreasing Romanian purchasing
power due to the economic crisis, and the increase in the general price level in Hungary could
also play a role. In the case of Ukraine, the significant weakening of the Ukrainian hryvnia

(UAH) (app. -50%) against the EUR and the following crisis can be the reasons behind the
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drastic decline in the number of shopping tourists, which was compensated by a moderate
increase in the following years.

During the evaluation of the relationship between shopping tourism and the economic
crisis, the change in the ratio of shopping tourists (except for transit passengers) within the
total number of visitors may be regarded as an important indicator, since it reveals the
increase or decrease of international shopping tourism demand at Hungarian retail
establishments. The greatest restructuring in demand took place in the case of Slovakia, since
the share of visitors with shopping motivation rose from 33.6% in 2006 to 68.7% in 2009
(declining slightly to 64.3% in 2010). The indicator also shows a significant change in the
case of Austria, where this figure rose continuously from 24.9% to 45.9% between 2006 and
2010. Meanwhile the percentage of shopping tourists arriving from Romania and Ukraine
decreased significantly: in the former case from 57.4% to 35.7%, in the latter country from
49.2% to 20.5%. Among the South Slavic states, Croatia and Slovenia reached 60.0%,
showing relative stability, while from Serbia 45.0% of the visitors arrived with shopping
motivation. In their cases the economic crisis only minimally affected the ratio of shopping
tourists within the total demand, i.e. shopping tourism was in line with the general trends of

these countries’ tourist mobility.

Regional and structural characteristics of spending: what is in the basket?

The maintenance of the symbiosis between tourism and retail also serves the interests of the
national economy: the spending of visitors arriving to Hungary contributes to the country’s
budget with approximately one hundred billion HUF annually (HCSO, 2011a). Most of this
revenue is created by shopping tourists arriving from neighbouring countries: this figure

fluctuated between 95.6% and 98.1% during the observed period (2006-2010). The economic
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crisis significantly contributed to the increase of shopping tourists’ spending, rising from
107.1 billion HUF to 158.2 billion HUF (+47.7%) between 2006 and 2009 and falling to
139.3 billion HUF in 2010. The expenditure of Slovakian and Austrian shopping tourists
accounted for 62.6% of the total amount during the peak year of 2009; in addition, the
expenditures of the Serbs (13.9%) and the Romanians (12.6%) are also significant.

However, the importance of shopping and its overall impact on travellers’ spending
varied from country to country throughout the study period. The share of shopping tourists’
spending within the total expenditure of Austrian day trippers and tourists rose, continuously,
from 14.2% to 25.2%, while in the case of Slovenia this figure changed from 39.1% to 80.7%.
Consequently, due to the effects of the economic crisis, the revenue from Slovenian incoming
tourism became increasingly generated by shopping tourists, while the travel decisions and
tourist activities of Austrians continued to be shaped by other types of motivations. Opposite
processes took place in Ukraine: in 2006 shopping tourists accounted for 50.6% of the total
spending, with a major decline to 6.2% by 2010, i.e. visitors with other motivations seemed to
replace shopping tourists. In the case of other neighbouring countries, the volume of spending
roughly coincided with the number of shopping tourists throughout the study period (HCSO,

2007-2011a).

Figure 3 about here

The economic crisis also affected the per capita expenditure, although changes in this
indicator were not so spectacular. During the observed period the per capita expenditure of
shopping tourists visiting Hungary was characterized by a decline rather than a growth: they
spent 15,339 HUF in 2006 and 14,100 HUF in 2010. Their spending is significantly below the

average expenditure of all visitors (excluding transit passengers) that showed an increase in
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the same time period (from 38,827 HUF to 42,465 HUF). While the per capita expenditures of
Austrian, Croatian, Romanian, Slovakian and Slovenian shopping tourists were characterized
by relative stability, more hectic changes took place in the case of Serbia and Ukraine (Figure
3). The per capita spending of Serbian shopping tourists, being well above the average, rose
year by year: they spent 31,116 HUF in 2006 and 43,757 HUF in 2010 in Hungary. This
trend, on the one hand, may be attributed to the involvement of more affluent Serbs in
shopping tourism; however, on the other hand, the occurrence of utilitarian shopping
(reselling items in crypto-trade) may also be presumed. This assumption is supported by the
fact that Serbian shopping tourists’ spending is well above the average per capita spending of
all international visitors arriving to Hungary (without transit passengers). In the case of
Ukraine, the equally above-the-average indicator fluctuated from year to year, reaching an
exceptionally high value of 49,607 HUF per capita spending in 2007, which may also be

explained by the occurrence of commercial transactions in the grey zone.

Table 2 about here

One of the noteworthy aspects of the effects of the economic crisis on shopping tourism is the
transformation of the consumer basket’s composition. Based on data from the Hungarian
Central Statistical Office, changes in the major groups of goods and services can be observed
between 2007 and 2010 (Table 2). Among foreigners visiting Hungary with shopping
motivation, buying ‘food and beverages’ in supermarkets and purchasing ‘other gifts’ played
an important role during the years of the economic crisis: their combined share was between
81.6 and 93.8%. It shall be noted though that the latter category usually includes electronics,
clothing, household chemicals or other useful items, since buying traditional souvenirs is not a

typical activity among shopping-motivated day-trippers. The economic crisis undoubtedly
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resulted in a notable increase in buying food products as its share within the consumption
structure of foreigners rose from 27.2% in 2007 to 49.2% in 2009 and only fell slightly, to
46.5%, in 2010. The growing interest in purchasing food also resulted in a decline in the
‘other gifts’ category, forcing many commercial outlets located along the border to somewhat
restructure their offering. The data by HCSO (2007-2011a) also show that the high fuel prices
in Hungary did not encourage the so-called ‘fuel tourism’ as the demand for fuel was minimal
each year. It shall be noted that shopping as a travel motivation was rarely accompanied by
dining out, similarly to the findings of Kemperman et al (2009): only 1.9%-2.5% of shopping
tourists visiting Hungary combined the experience of tasting the local cuisine with shopping.
The assessment of the consumption structure’s national characteristics in the year 2010
indicates that food items were dominant in the Slovak visitors’ basket (accounting for 56.2%
of their total demand), while Ukrainians and Serbians were most likely to spend on products

belonging to the ‘other gifts’ category (81.0% and 51.4%, respectively).

Shopping tourism in Hungary: the supply side

Although the paper focuses on the analysis of incoming shopping tourism demand, it seems to
be useful to briefly discuss the retail supply’s observable trends along the Austrian-Hungarian
and the Slovakian-Hungarian borders as well. Table 3 presents the change in the number of
retail outlets in selected cities, identified by Michalkd (2004) as the main destinations of
incoming shopping tourism, between 2006 and 2010. The cities of Esztergom and Komarom
are situated in Komarom-Esztergom county, Mosonmagyardvar and Sopron are in GyOr-
Moson-Sopron county, and Szentgotthard is in Vas county. All the five cities are located by
the border, are easily accessible by car and have a well-developed retail suprastructure serving

both domestic and cross-border demand.
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Table 3 about here

During the 2006-2010 period, as Table 3 indicates, the number of retail outlets decreased in
almost every destination, both at city- and county-level, except in Esztergom which showed a
V-shaped trend. With the exception of Sopron, no major hypermarkets or shopping centres
were opened in the selected cities between 2006-2010 either, i.e. the declining number of
smaller shops cannot be attributed to retail deconcentration (Garb, 2007). In total, it seems
that the changes in the number of retail outlets were predominantly influenced by the overall
impacts of the economic recession, and do not reflect the increasing demand of shopping
tourism within the given period.

However, if we look at the average number of residents per retail outlet, we may see a
slightly different picture (Figure 4). The assessment is based on the assumption that those
indicators that are significantly lower than the county average suggest the presence of
additional demand without which the profitable operations of the retail sector in the given city
could not be ensured. As Figure 2 shows, the county-level indicators are consistently higher in
the study period than the city-level indicators, the largest differences being experienced in the
case of Szentgotthard and Mosonmagyardvar, two very popular shopping destinations for

Austrian tourists.

Figure 4 about here

The comparison of the data for 2006 and 2010 reveals that within this period Sopron was the
only city where the number of residents per retail outlet increased by 29.5%, as opposed to a

15.9% growth in GyOr-Moson-Sopron county. The other four destinations experienced
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considerably smaller changes than their counties’ average values: in the case of Esztergom,
for example, the indicator only increased by 3.5%, compared with 19.0% for Komérom-
Esztergom county. Altogether it might be concluded that although all these destinations
suffered, to a certain extent, from the negative impacts of the economic crisis on consumer
demand, those cities that could partly rely on cross-border shopping traffic were able to cope
more efficiently with these unfavourable effects than their counties in general. This was
particularly true along the Slovakian border, where incoming shopping tourist demand grew
with a boom in 2009. The Austrian demand, however, proved to be slightly less able to
counterbalance the negative impacts of the crisis, probably due to the excessive capacity of

retail services and the higher level of competition.

The role of exchange rate fluctuations in shopping tourism

International tourism is often defined as an invisible export activity, since the products created
by the tourism industry (mostly services) do not leave the country, but are purchased and
consumed on-site by foreigners travelling to the destination who use their discretionary
income earned outside the given destination (Ratz and Puczkd, 2002). However, shopping
tourism 1is an exception in this respect, since it provides an unconventional, but visible
contribution to international trade with goods bought by tourists actually crossing borders.

In the framework of shopping tourism tourists use local currencies. The price of
exported goods in foreign currency is determined by the domestic price level multiplied by
the exchange rate. If domestic prices are constant, changes in the exchange rate increase or
decrease the price of products measured in foreign currency. According to Marshall’s demand

curve, the demand for conventional goods is inversely proportional to price changes

17



(Marshall, 1890). Therefore, if domestic prices are constant, foreigners’ demand shall increase
when the domestic currency weakens and shall decrease when it strengthens.

The relationship between the fluctuation of the HUF-EUR exchange rate and the
trends of incoming shopping tourism is examined during the period between 2006 and 2010.
On the one hand, this period is long enough to explore the nature and strength of the
relationship, on the other hand, this is a particularly exciting period in terms of exchange rate
fluctuation. Between 2006 and 2008, the HUF slowly strengthened, except for a smaller
fluctuation at the beginning, then in the third quarter of 2008 it reached its historic peak
against the EUR when 1 EUR equalled less than 240 HUF for a short time. Following the
outbreak of the economic crisis this trend reversed and after the initial rapid devaluation the
exchange rate stabilized; however, particularly in the first quarter of 2009 the HUF weakened
significantly again. As a result, the exchange rate (for the first time in history) crossed the
threshold of 300 HUF/1 EUR. The devaluation took place relatively fast, but not so rapidly
that economic actors, including shopping tourists, would not have been able to react to the
altered circumstances.

The examination of the effects of the exchange rate on shopping tourism was based on
data from the Hungarian Central Statistical Office (2007-2011a) on the number of day trippers
(persons) and the total expenditure of day trippers (thousand HUF). Unfortunately, only
quarterly data were available, without geographical disaggregation, i.e. the total number and
the total spending of day trippers arriving from all the neighbouring countries of Hungary
(including both Eurozone-members and states outside the Eurozone).

In the framework of the analysis, the daily HUF/EUR exchange rates were averaged
quarterly, which enabled the comparison with quarterly data on spending and visitor numbers.
Unfortunately this resulted in certain loss of information, since the quarterly averages made

daily, weekly and monthly fluctuations invisible.
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Based on the available data, several correlations were examined with respect to
shopping tourism demand generated by Hungary’s Eurozone neighbours. First, the per capita
spending of day trippers was compared to changes in the exchange rate. No statistically valid
correlation was found, the value of Pearson's linear correlation coefficient was close to 0.00,
which means that it was not proven that higher exchange rate would generate higher per
capita spending.

Second, the correlation between the exchange rate and the total spending was
examined. In this case a modest correlation was found, the value of Pearson's linear
correlation coefficient reached 0.619. Since according to the previous result the per capita
spending did not correlate with the exchange rate, therefore the correlation between the
aggregate spending and the exchange rate may probably be attributed to changes in the
number of visitors. As a result, the third step comprised of the analysis of the linear
correlation between the exchange rate and the number of visitors. Again, a modest linear
correlation was detected, with the highest value so far. The value of Pearson's linear
correlation coefficient was 0.645, while the value of the coefficient of determination (R?)
showing the strength of the relationship was 0.415, i.e. 41.5% of the variation in visitor
numbers was explained by the EUR/HUF exchange rate, which can be regarded as a weak-
medium linear correlation.

The correlation between the EUR/HUF exchange rate and the number of day trippers
is not strong, but the dependence exists. The value of the determination coefficient is positive,
i.e. the weakening of the HUF increased the number of visitors arriving to Hungary with
shopping motivation, while a decrease in the exchange rate (strengthening of the HUF)
resulted in a reverse process. However, the per capita spending did not correlate with the
exchange rate: consequently, the EUR/HUF exchange rate affected the volume of the demand,

but not the average expenditure.
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Figure 5 about here

It is important to note that the correlation may also be nonlinear, but as Figure 5 indicates,
neither a logarithmic nor any other type of regression analysis would have fitted better.
Adding a trend line to the data, f=19.23, i.e. a 1 HUF change in the exchange rate results in
an almost 20,000 persons change in the number of day trippers (df=18, F=12.82, R>=0.415).
Although a similar analysis was carried out with respect to Hungary’s neighbouring
countries outside the Eurozone, no correlation between the exchange rate and the number of
day trippers was detectable. In the case of Romania, a major sending country in shopping
tourism, the correlation between the RON/HUF exchange rate and the number of visitors was
negative, which may probably be explained by the fact that the level of tourist spending from
Romania (Transylvania) was much lower in general, and in 2008-2009 the RON/EUR
exchange rate was moving parallel with the HUF/EUR rate (and also with other currencies in
East Central Europe), therefore no price advantages resulting from exchange rate fluctuations

appeared over this period along the Hungarian-Romanian border.

Conclusions

The findings of the study demonstrated that the economic crisis contributed to the increase of
the number of day visitors arriving to Hungary with shopping motivation from neighbouring
countries. Inbound shopping-motivated travel predominantly originated from neighbouring
Eurozone member states and grew dynamically during the period of the crisis; especially the
demand from Slovakia, having joined the Eurozone in 2009, showed a significant increase.

However, in the case of Romanian and Ukrainian citizens, characterized by lower living
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standards compared to Hungary, a significant decrease was registered in some aspects of their
demand. Altogether, the average per capita spending of visitors with shopping motivation did
not show a significant change during the period of the crisis; the Eurozone citizens’
willingness to spend was modest, while the spending of the Romanians, Ukrainians and Serbs
was well above the average. Due to the effects of the economic crisis, Hungary has become
the ‘pantry’ of neighbouring countries: the value of foreigners’ spending on food in
Hungarian retail outlets reached app. 100 billion HUF (HCSO, 2010-2011).

The research results also proved that the economic crisis made customers more price-
sensitive: those who had the chance seized the opportunity of making ‘savings’ through
shopping tourism and redirected their shopping activities to Hungary. Visitors from Eurozone
member states took advantage of the favourable EUR/HUF exchange rate, while citizens from
non-Eurozone countries were likely to decrease their spending in Hungarian retail
establishments. The crisis did not boost the total expenditure of shopping tourists coming
from Eurozone member states, but increased the number of those who participated in the
activity; while in the case of non-Eurozone countries the crisis led to rising per capita
expenditure. Concerning their motivations, the first group comprises of those who moved
their everyday shopping to Hungary, while members of the second group of customers were
attracted by the availability of good deals and, occasionally, the opportunity to make
profitable transactions in the grey zone.

From a practical point of view, the study proved that price advantages, in this case a
consequence of the devaluation of the HUF, are indeed able to influence shopping tourism
behaviour. However, exchange rate fluctuations only have short term impacts on the volume
of incoming shopping tourism which is also affected by the psychological appeal of making a
good deal; in a more stable economic environment such changes are likely to have less

significant effect on cross-border consumer behaviour. In general, the devaluation of the
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national currency only brings about temporary and unpredictable competitive advantages,
particularly in Hungary, due to the country’s small size and high level of import dependency.
Then again, the dramatic devaluation of the HUF at the beginning of 2009 seemed to be an
exception, leading to a campaign by the Hungarian National Tourist Office in the
neighbouring Eurozone countries that focused on the fast improving price-value ratio
advantages offered by Hungary. Although the campaign proved to be successful in terms of
increasing visitor numbers in the short term, the advantages disappeared with the eventual
strengthening of the HUF, highlighting the hazard of using the cheapness of a destination as
the core marketing message.

When it comes to the development of retail outlets along the borders, it is dangerous to
rely predominantly on external demand since it is subject to exchange rate fluctuation: as it
was demonstrated in the case of the Austrian-Hungarian shopping tourism traffic,
overdeveloped capacities may suffer more in case of crisis. However, due to the easy access
within the Schengen area, retailers should continue to target foreign customers, but should
aim to create a mix of wide product supply, attractive shopping environment and favourable
prices, as cross-border shopping behaviour is not only determined by price advantages, but
depends on a range of other factors as well. Since the favourable EUR/HUF exchange rate did
have a positive impact on the arrival of ‘new shoppers’, retail businesses had the opportunity
to keep these customers (but may also lose them if the only advantage of doing their shopping
over the border remains the price difference which is dependent on the exchange rate

fluctuation)
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Figure 1. The seesaw model of shopping tourism
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Figure 3. Per capita spending of visitors arriving in Hungary, HUF (2006-2010)
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Figure 4. Number of residents per retail outlet in major shopping tourism destinations in

Hungary (2006-2010)
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Figure 5. The number of day trippers visiting Hungary and the EUR/HUF exchange rate

(2006-2010)
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Table 1. The dynamics of foreigners visiting Hungary (previous year = 100%)

Visitors total 2007 2008 2009 2010
Visitors with shopping motivation 102.8 100.4 102.7 98.2
Day trippers 105.5 108.3 132.9 93.3
Day trippers with shopping motivation 105.8 100.0 102.7 96.3
Visitors total 105.8 108.4 132.9 93.4

Source: HCSO, 2008-2011a

Table 2. Consumption structure of foreigners visiting Hungary, 2007-2010 (%)

2007 2008 2009 2010
Dining in restaurants 1.9 2.1 2.3 2.5
Food and beverages purchased in store 27.2 36.6 49.2 46.5
Fuel 0.3 0.7 1.3 0.5
Other gifts 54.4 54.3 44 .4 47.3
Other expenditure 16.2 6.3 2.8 3.2
Total 100.0 100.0 100.0 100.0

Source: HCSO, 2008-2011a
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Table 3. The number of retail outlets in the main shopping tourism destinations along the

Slovakian- Hungarian and the Austrian-Hungarian borders (2006-2010)

2006 2007 2008 2009 2010

Outlets Outlets Outlets Outlets Outlets
Esztergom 620 586 588 598 611
Komarom 402 398 400 394 391
Komarom-Esztergom county 4945 4877 4736 4660 4110
Mosonmagyarovar 886 883 858 857 846
Sopron 1277 1262 1164 1159 1048
Gyor-Moson-Sopron county 7819 7743 7349 7303 6856
Szentgotthard 270 275 265 269 241
Vas county 4288 4150 3908 3849 3531

Source: HCSO, 2011bcd
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