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- ) ABSTRACT
The primary opjective of this study is to investigaté the

économic impact of tourism on Victoria, whidh’is located on

Vancouver Island by determining the multipTier effects of

tourist spending on the generation of income, employment sales,

government revenue and imports. Further, differential tourist
multipliers are calculated in order to make comparisons of the -

[

relative contribution by types of tourists:

¢

The secondary objective of the study is to examine

. differential accommodation multipliers aqcording to types of
~industrial organisation, e.g., by location, size, scale,
affiliation, and ownership. It was hypothegised that the

central, the larger, the more affiliated, and the

externally-owned establishments have lower multipliers than the

peripheral, the smaller, the less affiliated, and the
locally-owned ones. The a priori reasons are that the former
types enjoy economies of scale in production and purchasing and
also have smaller linkages with the local economy because of
greater access to outside~suppliers.

The method for calculating the regional income coefficient
significantly extended the initial model developed by Archer. An
additional weighting term was incorporated in order to refiect
differences at the establishmgaz level tor the accommodation

sector. Further, an eleven-sector input-output framework was

iii




[

.

derived for the Victoria economy and was used as the basi;lfor
calqulating the tourist multipliers. Analysis of vqriance aéd
simple correla Eon techniques were used to.tgst‘tﬁe'null
hypofhéses fhat there are no associations among tﬁe‘multipliers\
and other selected yariables with-the classificatfon variabiés.
The data used in thevahalysis were collected from a surQey §f,
accommodations and from available puBlished sources.

The major findings with regard to differential tourist
multiplieré are: 1) The regional tourism income multiplier of
.65 per téhr;st dollar is consistent with.previous findings. It
is considéred to be low because of the.high leak;ge elements.of
island econémies. 2) Thé results demonstrate the importance of
gécondary effects, since more income andrjobé are gené?at;d by
indirect and induced spedﬂing than by direct spending. 3)
Although the diffeqences are slight, overnight visitors have

higher'inéome, but lower employment multipliers, than do

‘day-trippers. ' ‘ y ST

The major findings in relation to differential

‘accommodation multipliers are: 1) The study shows that different

-

“types of establishments have different leyels of pérformance. In

general, the findings support the inigial hypotheses. 2) As.a
conéequencé of these different performance 1eve1§l the
Bypothesis that the usual method of calculating the income
multiplier tends to be overestimated was/also confirmed. The

model was adjusted to cbmpensate Cfr this. 3) Higher multipliers

iv .



. . , . .
do notlnecgs;ari{yiméen befterlpérformance, not do they. ‘.
heceésarily;inﬁ;éafe“qhat‘13 best\forvthé region. As was
_postulated‘ thé'lbuer multiplier'valpes.werb also due to
F:onomies of scalc perticularly economies of labour. ’
f!dfuéihe;more, the re&ative contribution of establishments with

| prer multipliers to- the local economy are much greater than are
/those with higher es;£mates Finplly, other factors such as
regional goals and-pyiorities,vsupply contrain;s,'and demand_J

factors are found poﬂbe important from the standpoint of

ésﬁablishihg guidelines'fOrﬁregional policy. formulation.
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I. THE CONCEPTUAL FRAMEWORK | -

Statement of the Problem -

Tourism has been regarded as a leading strategy for the
ecohomié development ofrlimited or ailing economies.1 The
rationale is that tourism expansion provides the benefitquf
increased production, income, employment, and investments, as
well as alleviates problems of balance of payments and regional
disparities.? 1n particular, the tourist industry has been
yidely promdléd as the strategy of de;elopment for island
economies. It is already the largest single industry in Hawaitl,

yFiji,‘Guam, Bermuda, tpe‘V;rgin Islands, and the Bahamas. 3
~——pebording to the "Prebisch line", the traditional exports
of developing regions are subject to slow growth bécause of the

- - - . . -

L M. E. Bond and Jerry R. Ladman, "Tourism A Strategy for
Development," Nebraska Journal of Economics and BQ§iness 1M
(Winter 1972):37-52.

2 Robert McIntosh, Tourism Princi les Practices and‘ -
Philosophies, (Columbus® Gr 9727 and Canada

Department of Industry, Trade; and Commerce, Tourism: Its

Magnitude and Significance, Research Bulletin No. 2, (Ottawa:
Canadian Government Office of Tourism, November 1974).

3 Ben R. Finney and Karen Ann Watson, eds., A New Kind of Sugar
Tourism in the Pacific, (Honolulu: East-West Technology an ~/

Development Institute, University of Hawaii, 197%); and Donald
E. Lundberg, The Tourist Business, (Chicago: Cahners Publishing
Co., 1972), p. 8




low price and income elasticities of import demand and adverse
terms of trade. This results in an increasing balance of

payments gap and thus impaired developmental capacity. This

'situation characterises many island economies, which also have

certain restrictive geographic features, such as spatial
isolation, small land areas and populations, scarce resources,

narrow economic base, extremely open economies, and attractive

EEE/Igggile landscapes that are vdlnerable to High impact

developmenté.” Hehce,.the high ,income elasticity for foreign

travel, estimated at about 2 for developed countries, gives
developing regions hope for increased foreign: exchange

earnings.5 Although Victoria obviously cannot belclassified as

developing island economy in the conventional sense, it does

‘share some similarities with other island countries, notably

problems 2§£accessibility,,}imited resources,‘and reliance on"

imports. )
Tourism is a fact of life for many economies with limited
economic possibilities, but it has been a rather neglected

subjedt for’ serious study until fairly recently. Gray explains

this neglect in relation to international trade theory. Sinqe

4 United Nations, Develoging Island Countries, (Geneva: United
Nations Conference on Trade and Development, 1974). X

> Walter Krause and G. Donald Judd, International x~ :
ourism and

- Latin American Development, ed. by CaIvIn P. Blaliry e3 In
Latin American Business, No. 15, (Austin: Bureau of Business

’

P

Research, University of Texas, 1973), p. 14. .,

<




;international travel is classifiéd as an *invisible" e;port, it
has a certain residual quality to it by definitidn.6 He also
points out that invisibles do not conform to the conceptual
framework which assumes a virtual inability of factors of
production to croSs international boundaries. Further, the
failure of national accounts in reporting estimates of invisible
trade items has resulted in the emphasis on commodity trade.
Goldsmith has observed that "tourism has seldom been included in
studies of regional development even though”it is a normal
interregional transaction".7

Others have pointed out that not much is really known aboﬁt
the role of tourism in stimu}ating devélopment.8 The developmént
"potential of tourism is a subject that seems to have been
virtually neglected, as research interest has been focussed on
the more "productive" secondary (manufacturing) and primary

P e el L ]

"Invisibles”" are defined as "nonmerchandise transactions in
the current account." Other items aré passenger transportation,
freight transportation, dividends, interest and royalties. H.
Peter Gray, International Travel--International Trade,
(Lexington: Heath Lexington Books. 1970), pp. 1-4.

7 William W. Goldsmith, "The Impact of the Tourism and Travel
Industry on a Developing Regional Economy: The Puerto Rican -

Case," (Ph.D. Thesis, Cornell University, 1968), p. 1.

8 For the purposes of the study, "development” is defined as
"the improvement of the productive capacf?y of the €conomy in
the sense of maintaining a process of .self-sustaining growth".
Hence, it can be characterised by the capacity of the economy to
restructure itself by self-generating and directing growth and -
change, and to respond to adverse exogenous changes. William
Demas, The Economics of Development with Special Reference to
the Caribbean, (Montreal: Mc niversity, 1965). , T
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(extractive) activities.9 for example, Clark's theory on the

progression of economic development from the dominance of the

.pvfﬁ;F;\to the secondary to the tertiaﬁy is, for the most part,

- # B
not applicable to regions that have traditionally relied upon

the tertiary sector. 10

Tourism as a vehicle fbr economic.growth is contrary to
conventional wisdom thinking. Although increasing interest has
been foéused on the service sector as a potential gro;fh .
vehicle, the tertiary sectorlhas been traditionally viébéd as
endogenous to the local regional economy. According to both
central-place and export-base theories, the teftiary sector is

market-oriented and therefore non-basic in nature. This implies

that service development is the éésult ofl?egional growth, not

the cause.11

However, a q?se‘can be made for the‘unique nature of the
y

"tourism commodit

1. It is émenity-dfiented, where the main tourism products are

9 Arthur D. Little, Inc., Tourism and Recreation. Report to the
U.S. Department of Commerce, (Washington, D.C.. Uctober 1966):
Hugh K. Himan, Tourism and Economic Development: The British
Honduras Case, ed. David K. Evans, DeveIopfng Nations Monograph
Series No. 2, (Winston-Salem: Overseas Research Center, Wake

Forest University, 1970).

10 ¢o11n Clark, The Condition of Economic Progress, (London:
MacMillan, 1957)7 - ‘—

n Roger F. Riefler, "Implications of Service Industry Growth

For Regional Development Strategies,"” Annals of Regional Science

10 (July 1976):89.

cegmr




provided mainly by a particular conception of nature and
culture. Ferrario states that tourism is basically a
landscape industry since it is totally identified with the
environment in its widest sense. ”
o "Many other leisure and recreational activities
equire an environmental stage but their main
R \;/////Zmphasis is on the activities themsel not the
- setting. They do not necessarily have the\direct

relationship with and dependence upon the human and
natural landscape that is essential for tolrism.n"12

In a senge these tourism products can be considered as
ubiquitous‘goods, to be "discovered”" and promoted, but they
can no longer be considered as free goods.

2. Consumption takes place af ﬁhe point of "production". This
involves sharing of facilities with local residents, since
tourist destinations are also places of their residence.!
Thus conflicts of interest may arise ang the quality of the
product itself may suffer because of environmental
deterioration.

3. Tourism involves the movement of a facter of production,

i.e., labour as consumers rather than producers. Gray calls

this the international movement of a "factor of

”

consumption®. 13

4., It is a basic activity, since a crucial aspect of tourism is

1? Franco F. Ferrario "The Tourist Landscape: A Method of
Evaluating Tourist Potential and its Application. to South
Africa,” (Ph.D. Thesis, University of Cape Town, 1976).

13 Gray, op. cit., p. 3.
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the foreign exchange earnings generatgg'by internatibnai
tourists. f

5. It is "productive" in the sense of requiring substantial
infrastructure and facilities. In fact, there is some
evidence that tourism is more capital-intensive and less
labéur&intensive than commonly believed. 1Y This implies
substftution of the factors of production and‘economies of
scale.

6. There are problems of measurement of this elusive activity.
Tourism is amorphous and diffuse, involving many 7
intangibles, where even life styles are reified and sold as
"tourism products". One of the most successful advertising
campaigns actually failed to mention the location of the
resort. "The selling of the holiday experience itself and
not the destination was the important factor."15

This unique nature of tourism partiafly explains why it has been

difficult to establish formal principles to study the

phenomenon, unlike other more tangibie commodities. Rather, it
has been assumed that the economic benefits of tourism are

substantial and irrefutable. e

J. Diamond, "Tourism and Development Polic¥: A Quantitative
Appraisal,” Bulletin of Economic Research 28 (May 1976):36-50.

-

15 Alan Murphy, "Don't Sell Jamaica--Sell Hedonism," Canadian
Business January 1978):7, Cited by J. G. Bailie, "fnternaEIonal
Travel Trends in Canada in the Seventies," Paper presented at
the Canadian Association of Geographers Conference, (Victoria,
B.C., May 1979), p. 24. '



In contrast with the overwhelming majority of studies that
' emphasise the benéfits of tourism, some rather surprising
results were obtained from several recent studies that examined
the benefits of tourism to island economies. A benefit-cost
analysis by Bryden demonstrated that the net social benefit to
residents of the Caribbean is low. 10 In a study to examine the
linkages between diversified agriculture and tourism in Hawaii,
Renaud concluded that the development of the tourist industry
has had no stimulating impact on local agricultural output.
Instead, he noted "that there is a switch from agricultural

N
i 4
exports to tourism without the.possibility of simultaneous

expansion of both sectors".!7 ap econometric model developed by
Ghali showed t;at only fourteen percent of the growth in .
Hawaii's personal income after 1952 was due to tourism. He
concluded that personal income would grow without tourism
because of other exports and internal forces in the economy.18
These findings suggest that the subject of tburi;@ impacts
requires closer examination.

16 John M. Bryden, Tourism and Development: A Case Study of the
Commonwealth Caribbean, (Cambridge: University Press, 737.

17 Bertrand M. Renaud, "The Influence of Tourism Growth on the
Production Structure of Island Economie;," Review of Regional

Studies 2 (Spring 1972):41-56.

18 Moheb A. Ghali, "Tourism and Economic Growth: An Empirical
Study," Economic 5evelopment and Cultural Change 24 (1876)

527-538. N
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, One way of assessing regional economic impacts is by
multiplier analysis, which attempts toyestimate the impacts of
an exogenous expenditure in terms of its cumulative effects on
production, income, and jobs, The use of regional multipliers
has persisted despite those who claim that "they are;out éf
fashion as an dperational concept because of their excessiVe
aggregation and lack of spatial dimension".19 Of particular
interest is a regional model developed by Brian Archer for

examining -the impacts of tourism in terms of income and job'

20

creation. The model has the virtue of allowing various

possibilities for disaggregation. As a result of this flexible
quality, this modified form of the input-output approach has
potential for the study of impacts within a spatial, as well as
an economic, framework. As Berry points out,

-- "the integrating concepts and processes of the
geographer relate to spatial arrangements and
distributions, to spatial integration, to spatial
interactions and organisation and to spatial
processes. , v

//

This methodology has been applied in(previous case studies in
Al

[
19 However, Richardson and Gordon even sdggest the use of a
spatial multiplier, using distance-decay concepts. Harry W.
Richardson and Peter Gordon, "A Note on Spatial Multipliers,

Economic Geography 54 (October 1978):312.

20 Brian H. Archer, "The Anatomy of a Multiplier," Regionai <
Studies 10 (1976):71-77.

21 Brian J. L. Berry, "Approaches to Regional Anal sis A T .
Synthesis," Annals of the Association of American eographers 5&&#

(1964) 3.




Angle;gy, Cardiganshire, Gwynedd, Greater Tayslde,:Cumbria, East

Anglia and the Caribbean.?22 ‘ '
Archer's original model was formﬁlated to determine the

differential multiplier effects of tourism at the stages of

generation, by types of tourist businesss, and by types of

tourists.23 It has since been applied to different types of ‘

communities and levels of regional aggregation (by the

tiered-region approach).24

22 Brian Archer and Christine Owen, "Towards a Tourist Regional
Multiplier ," Journal of Regional Studies 5 (1971):289-294; Peter
Sadler, Brian Archer and Christine Owen, Regional Income
Multipliers ed. Jack Revell, Bangor Occasional Papers in
Economics, No. 1, (Bangor: University of Wales Press, 1973);
Brian Archer, The Impact of Domest¥c Tourism, ed. Jack Revell,
Bangor Occasional Papers in Economics, No. 2, (Bangor:
University of Wales Prese, 1973); Brian Archer, Sheila Shea, and
Richard de Vane, Tourism in Gwynedd: An Economic Study Report to
the Wales Tourist Board, Prépared by the Institute of Economic
Research, (Bangor: University Colle f North Wales, 1974); B.
H. Archer and D. R. Jones, Tourism in pleby, Keswick and

Sedbergh, Report to the Cumbria Co\;:z‘iouncil, Cumbria Tourist

Board, English Tourist Board, and t Lake District Special
Planning Board, Prepared by the Institufe of Economic Research,
(Bangor: University of Wales Press, 1977); Brian H. Archer,
Tourism in the Bahamas and Bermuda: Two Case Studies ed. Jack .
Revell, Bangor Occasional Papers in Economics, No. 10, (Bangor:
University of Wales Press, 1977).

23 The tourism multiplier refers to the capacity of the tourist
industry to generate income, while the tourist multiplier refers
to the propensity of a particular type of tourist to create
income.

24 David M. Henderson and R. Lee Cousins, The Economic Impact of -
Tourism: A Case Study in Greater Tayside, eds.  J. T. Coppock, B.

S. Duffield, and M. L. Owen, Report to the Scottish Tourist
Board, Prepared by the Tourism and Recreation Research Unit, No.
13, (Edinburgh: University of Edinburgh, September 1975); J. T.
Coppock and B. S. Duffield, "The Economic Impact of Tourism: A

Case Study in Greater Tayside,"” Tourism as a Factor in National
and Regional Development, Occasional Paper H, (Peterborough:
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Areher has also deveroped‘a model to determine the aggregate/
regional income multiplier, eo that the teurism multiplier may
be compared to it. | o .
'This stydy exfends the application of the model to thel
establishment level. The reason for thi's choice is thaf the:ﬂ»
estaBlishment is a more appropriate level‘%f study than the
industrial sector, because of the differences in operating

‘ processes and purchasing policies between firms.25 ag many

studies have shown, these differé&pces ne&@&é thezgssumption of
homogeneous, prgoduction functions.?26 Th13TZtudy focusses on the
accommedation facility, which is regarded b§ Lundgren as the
\ major transfer mechanism for the geographic distribution of
fburi;m in the region.

: . "It is to this geographic place (accommodation), that
.S tourist-originated demands are attached and it is from
the same site that these demands diffuse into the
surrounding geography. Thus by manipulating the
accommodation function one can in effect control the
consequ§9ces of .the tourist demand on.a regional
basis."” E :

u(cont'd)Trent University, 1975), pp; 26-42,

®

25 William F. Lever, "Regional Multiﬁliers and Demand Leakages
at the Establishment Level," Scottish Journal of Political

Economy 11 (1974):113.

26 Homogeneous in the sense of having similar production
functions within the industrial sector.

~4

et Jan 0. J. Lundgren, "Geographic Characteristics of the
Tourist Aceammodation Enterprise in the Peripheric Tourist
Region: Case Studies from Sweden,™ Paper presented at the
Canadian Association of Geographers Conference, Vfctoria, B.C.
June 28, 1979. .-

10

%

?

hiti AR S

o




v

A

A

Lot

Specifically, this study seeks to examine the- differential

'multipliers of lodging establishments according to types of

industrial organisatign, e.g., by location, size, scale,'

affiliation, and ownership. The assumption underlying tne study

o’
is that an investment which generates greater linkages is in -

some sense of greater importance for economic development t&an .

another.28 g intra-industry study has specific geographic
application, since it enabfes one to examine patterns of -
transaction f;lows within the r&gion, and to a limited‘:xtent,
between regiona. Th%goal of the study'is to overcome some
aspects of the problem of therdistribution’of benefits, which i;
justifiably dne of the major criticisms of impact studies.

As such, this study is'menely a starting point from which
to examine the deVﬁlcpment'potential.of the tourist industry;.It
is hoped that more substantive knowledge of the ¢ontribution to
income and jobs by the éccommodation stb-sectors and by :
different types of tourists will provide a better understanding'
of the structure and process of the tourist industry in
V1ctoria, and therefore, serve as a- guide‘for decision making

Finiﬂly, recent developnents have accentuated the need for

more substantive ‘information on the tourist industry In 1976

the service _sector for the first time came under the auspices of

&

-

28 Albert 0. Hirschman The Strate of Economic Development,
(New Haven: Yale UniversIty , T958)~ :
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" the Anti-Combines legislation designed to'prevent honcompetitive
¥ ‘ - .

practices 29 Further, in 1978 the TraVelﬂlnduatry<Development

P

Subsidiary Agreement (TIDSA) for B.C., negotiated with.the

L.

- . :L Department of Regional Economic Expansion (DREE)& provided $50
million to boost the travel industry in nonmetropolitan areas.
The effectiveness of the Foreign Investment Review Agency (FIRA)

A

in restricting,foreign‘ownerghip and control of Canadian

Fad

enterprise is currently undergoing re-evaluation in its sixth --

year of operation. In addition, the B.C. Ministry of Tourism has
!M )

oy

recently combined with the Ministry of Small Business, which
indicates a concern for the development of the tourist industry
algng this direction. Lastly, a recent task'force report .
- ‘identifies the importance of tourism as Canada's largest single_
employer and sixth iargest source of foreign exchange. It notes -

that tourist spendin@ amounts for 5 percent of GNP, and yields

governments some $5 billjion in tax revenues.30

- . . .

-

. >
v - .
: - . 4

- . v - - - -

e 29 Canaéian Institute of Travel é::nselors ‘The Travel- Industr
and the Law, Seminar sponsored by the GITC, (Toronto, May 7,

1977Y, pp. 82-100.

3°’John ‘Powell, Chairman, Report by the Sector Tésk Foree on
the Canadlan Tourism Industr"lﬂ" to the Canada Minister of

Industry, Trade, and Connerce, (Ottaua Tourism Sector .
Consultative Task Force, 12 July 1978), p. 1.

-M,“ f—
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. methodology is.présented in Chapter Two which begins with a

-~

Organisation o;>the Study g
Thia_study is organised into five chapters ‘The remainder- .

of,this introductory chapter will present~some explanadory

reﬁarks on the definitions-an% concepts of the multiplieq and

the quectivesvand—hypotheses of the study. The research

discu;sion of the field survey methods involving data collection

and defic{gncies The second part of Chapter Two is a

.
*

description of the mathematlcal ‘models based on the Arch'

2

- x—¢‘f [

,)f”')?&ﬁ method and of the techniques used for testing various proposgd

(f’

hypothesé§$ In Chapter Three the relevant socie-economic and

spatial parameters of the study area are described. The

-

statistical results. and méjor findings are presented in Chéﬁter

Four, while the final chapter summa}ises thé study and conélude;
with policy implications and recommendations for further

research,

The Concept of the Multiplier

Although the multiplier concept is a familiar one,
confusion still exists. It is therefore appropﬁiate at this
point to present some basic definitions and distinctions.3'! The

multiplier is defined variously in the literatufe It is the

31 The -discussion in this section draws heavily from Archer'd
work. Brian Archer, The State of the A_i, ed. Jack Revell,
Bangor Occasional Papers in Economics, No. 11, (Bangor:
University of Wales Press, 1977).
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"ratio"of a change in national (regional) income to the

initiating change in expenditure that brings it about "n32 Three

models that can be uifd to produce multipliers are export base,

ad hoc, and input-output. In export-base theory the multiplier
| S is the'}é;;;ge in total activity divided by the change ih the
: relevang causal activity. Ad hoc multipliers are adapted from
the classical Keynesian model. Inpﬁt-outpui multipliers are
‘based on the velue of tbe flows of current transactions through
the economy.33

in traditional Keynesian theory the multiplier measures the
change in income due to an autonomous injection of expenditure
into an economy, for example, through exports, foreign
investment, government investment, and in this case, tourist
spending. This expenditure stimulates economic activity so that
provided there are enough resources, additional business
activity, household incomes, and jobs, are generated. Hence, the
multiplier is an approximate heasure of the general. prosperity
brought about by the exogenous spending to the region by adding
up all the successive rounds of transactions. (see Figure 1)

This summing up occurs at three stages in the multiplier

32 Richard . gs ’ Gordon R. Sparks and Peter 0. Steiner,
Economics, (New or Harper and Row, Inc., 1973), p. 482.

33 Brian H. Archer, "The Uses and Abuses of Multipliers,”
Planning for Tourism Development: Quantitative Approaches, eds,

Charles E. Gearing, William W. Swart and Turgut Var, (New York:
Praeger, 1976), pp. 116-124. -
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First Round of Spending

Successive Rounds of Spending

Figure 1.
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prdcess. The initial injection of t%?rist spending is called the
1 Y

direct expenditure. This initial round of spending creates
direct revenue for hotels, shops, and other tourist businesses;
to the extent -that it does not leak out of the region. The
amount of this money that remains in the region as wages,
salaries, and local purchases from other businesses, are the

so-called indirect efffects, which depend on the extent of the

" interindustry linkages (locél purchases from local businesses)

in the economy. Induced effects are the increases in economie

activity generated by local consumption due to rising wages and
. g :
salaries. Together, the indirect and induced effects are also

known as the secondary effects.

Four types of tourism multiplier are in common use. The

first type is the transactions (or sales) multiplier, which

relates tourist expenditure to sales generated in the local

. -,
economy. The second type of multiplier, the output multiplier,’

is similar to the first, except that it measures the rise in
'inventories,-a; well as sales. Bécause of the difficulties 5f
acquiring data on inventory changes, these two multipliers are
Usually considered to be identical. They reflect the total T
interdependence of the industrial sectors within the economy..

For example, an ”dutput" multiplier of 1.5 means that $1.5

dollars of total industry‘réquirements are needed to produce one



e

<

dollars worth/of-ffgalidemand for the industry in quéstion.3u
The third t&pe of tourism multiplier, the income

multiplier, falls into two distinct categories--the ratio or the

ndfmal. The ?ﬁiib‘income multiplier is of the Type I or Type II

variety. The Type I multipaier is the ratio of the direct and
indirect income to the direct income, while the Type II

multiplier is the ratio of the direct and secondary income to

the'airect income. Hence, the multiplicand, which is the initial.

unit the resultant change is measuredaagainst, is in income

terms. Ratio multipliers provide a useful picture of degree of

internal linkages in the economy and the relative importance of
~the secondary effects, but they do not give any indication per
se of the volume of exogenous sales that is required to generate

endogenous income. In other words, additional information is

needed to link tourism receipts with the income that is "4
generated. -

. »
3 e ge T '

This is commonly known as the column multiplier of the
Leontief inverse matrix. The row multiplier IEEIEEtes the total

requirements of the industry in question needed to produce one
dollars worth,of/?inal demand of all the indusgries.

William H. Miernyk, The E ents of Input-Output Analysis, (New
York: Random House, 138677, p. ; Harry W. chardson, :

Input-Output Analysis and Regional Economics, (London:
Wegaenfelg and Nicolson, 1975), p. 39. ’
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By contrast, this link is achieved directly through the

other type of income multiplier; called the normal income

multiglier.35 The normal income multiplier attempts to measure
the total amount of direct, indirect, and induced household
-income, e.g., wages and salaries, rent, inteéest, and profits,
that is generated by a unit of additional autonomous
expenditure. Because the multiplicand is in expenditure terms in
this instance, it is more relevant and importanf as a guide for
decision making.

The fourth type of tourism multiplier is the employment
multiplier, which similarly falls into the ratio and normal
categories. The ratio variety indicates the generation of
secondary employment retative to the direct cbmponent, while the
normal type indicates the total employment generation per unit .
of tourist spending. All these four types of multipliers are
intriﬁsically related and all of them are useful as guidelines
for public pdlicy.

The most well-known income multyplier is the Keynesian
multiplier, which was Jbiginally developed as an instrument for
national ec&nomie planning. The classic model developed by

- o,
Keynes in 1939 for a closed economy is:

35 Archer also refers to normal multipliers as "unorthodoi", and
to ratio multipliers as "orthodox".

18




K =2 cocae-- R D

where, mpc is the marginal propensity to consume.
Various forms of this simple mdltiplier principle for open

economies can be found in the tourist literature:

K 2 commmememeeee @

K = mcmmmmmmmeeme P & D

where, tpm is the tourists' propensity to buy imported goods and
services.37 .
Another adaptation suggested by Clawson and Knetsch was

used as the basis of this study.38

’ K =2 cacca-a S D)
? 1 - BC
e

36Himan, op. cit.

37Lundberg, op. cit.

38Marion Clawson and Jack L. Knet The Demand for Recreation,

sch
(Baltimore: John Hopkins Press, 19673




the eddhomy after first round leakages, B is the proportion of
income that local people spend on loca%?goods and services, and

C is the proportion of the expenditure of local people that

5

accrues as local income.

In all of these equations, the denominator is a measure of
leakage elements, e.g., imborts and savings. By definition,
consumption leakages are the complement of local consumption and
are inverseiy related to the size of the multiplier. In

equations (3) and (4)_factor leakages are the complement of

local backward linkages plus local value-added .39 Thus, leakages

represent what is not spent in the local economy.

Objectives and Hypotheses

The primary objective of this study is to assess the
economic impact of tourism on the eeonomy “of metropolitan -
Victoria by estimating the multiplier ef?ect of tourist spending
on the generation of total income, salef, emplo}ment, government
revenue, and imports. Furthgr, differential tourist mdltibliers
according to types of tourists are calculated. Since these
multipliers reflect the spending patterns -of tourists, such as

overnight visitors and day-trippers, it is possible to compare

their relative contributions to the local. economy.

39 Backward linkages are purchases from suppliers, while forward
linkages are sales to purchasers.
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The secondary objective of the study is to examine
differential accommodation Multipliers according to types of
industrial organisétion.uo These multipliers reflecz\the
variat;ons in local value—addéd, industrial linkages, and

leakages. As was explained earlier, the normal income

multipliers indicate the capacity to generate marginal income

per unit of tourist expenditure, while the ratio income

multipliers indicate the relative importance of the three stages

of the multiplier brocess. In addition, ;he overall level of

economic activity created by tourist spending is measured by the

transactions multiplier. Furthermore, labour-intensiveness can

be measured in terms of either wages or number of jobs;

There is some evidence in the literature that indicate that
there are a priori reasons for expecting the multiplier effects
of large and foteign plants to be lower than those of small and

local ones. Stigler argues that buying and selling patterns are
a function of information. availability and that large
establishments are likely to enjoy economies of scale in

information collection. Pred discusses labour and agglomeration
. ) N
economies in relation to accessibility to markets. Keeble

50 1t has been suggested that "the behaviour of firms may
perhaps be explained more effectively with reference to a
multi-variate cYassification which categorises plants according
to their position within a chain of production, their
organisational status or their ownership background rather than
the traditional manufacturing sectors.” P. A. Wood, "Industrial
Location and Linkage," Area 2 (1969):34-39.

21
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relates local .industrial linkages to resultant economies of
scale in manufacturing firms. A study in Ireland, using a
linkage model, showed that native firms have higher backward and
forward linkages than foreign firms, and that foreign firms shgw
little sign of developing further linkages."1 In short, the
rationale ié tha£ the large, foreign firms énjoy economies of
scalézin préduction and, purchasing and also have relatively few
linkages in the 1local economy‘."2

The multiplier variables tested in this study a:z\\he
direct, indirec:\ and total income multipliers, the direct,
indirect, and total employment multipliers, ratio multipliersu
and transactions multibliers. Other selected variables of
interest are the proportion of wages to totél revenue, direct
import content, other value;added, and percentage loss in
revenue due to the increase in ferry fares. These variables are
correrated-to organisation variables denoting the following ways
of classifying the accommodation sector: |
1. Location of estab&ishment (Highway 1A, North Downtown,

Downtown). .

41 G- J. Stigler, "The Economics of Information,” Journal of
Political Economl 69 (1961):213-225; Allan R. Pred "Towards a

Typology of Manufacturing Firms," Geo raphical Review 54
(1964):65-84; D. E. Keeble, "Local IngusgriaI LInkages and
Manufacturing Growth in Outer London," Town Planning Review 40
(1960):163-188; J. C. Stewart, "Linkages and Foreign Direct
Investment,” Regional Studies 10 (1976):245-258.

52 see also, Lever, op. cit.
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2. Size (number of units). '

3. Scale’(total revenue per unit; or total room revenue per
unit). ) .

4. Type of affiliation (owner-operated, hired-management,
referral, frandhise, chain).

5. Type of ownership cally-owned, externa}ly-owned).

6. Type of establishéﬁijv(motel, hotel).

7. Type of facility (nonlicensed, licensed; or ratio of food
and beverage re;enue to room revénue).

8. Class of hotel (average roomrate).

9. Return on operation (profit before.depreciation per unit).

10. Level of occupancy (average occupancy rate).u3
Specifically, measures of association, using analysis of

variance and bivariate measurés of association, are conducted

for the multipliers and selected variables of the accommodation

sub-sectors with thﬁ organisation variaples.uu
The results are expected to confirm previous findings that

the larger, more concentrated and externally-owned

43 For further detail on the orgaﬁ
Appendix 2.

ation variables, see

44 When analysis of variance is usdd, the multipliers and
selected variables are the dependent variables at the interval
or ratio level, while the organisatjon variables are the nominal
independent variables. The use of analysis of variance in the
geographic literature can be seen in Peter Haggett, Locational
Analysis in Human Geography, (New Yokk: St. Martin's Press,
1966;, p._?9UT_§GSEEH%-F?‘6a1ker, "Lipkage Structures in an
Urban Economy," Regional Studies 11 (1977):263-273;"tand Stewart,
op. cit. 4
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establishments have lerr mulfipliers because they have less
linkages in the local économy. Since the location variable is
also a'surrogate for distance, one might hypoﬁhesise that the
more centrally-located establishments have %Awer multipliers-
than thé more peripherally—locéted ones. 17/13 also hypothpsised .
that these lower estimates are associated,with higher import and
vAlqwer local value-added rétios. Additiodally, rate of occupancy
’;;d elasticity of revenue with transportation cost is expected v
to vary'by orgnisation type. The iject&ve za po seé whether or
not industrial organisation or geographicél‘factors affect the
propensity tq generate income and jobs in the local economy.
The above hypotheseqzwere put into a testable form as the

?following null hypotheSes to be acceptéd or rejected at the 5

percent level;

1. There ié no association between the multipliers and the
organisation variables.

2. fhere~is no association between import content and the
organisation vafiableé.

3. There is no association between the value-added ratios and
the organisation variables. ;

4. There is no association between occupancy rate and the

organisation variables.
5. There is no association between vulnerability to changes in

accessibility and the organisation variables. !

.
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II. THE RESEARCH DESIGN | . ‘ .

While the hrevious chapter has presented th; conceptual

)

frameﬁork, the pur&pse 6f this chapter is to present the general
mefﬁodoibgy of the study. Since this study is based upon a *
questionnaire suf%by of 45 hotels and motels in Viqtoria, as
well as various published data, the first part of therchépter
discusses the various data sources, the questionnaire design,
the field sUrvéy techniques, and data limitations. The .second
part of this chapter introduces the mathematical models #ged in\
calculating regional income and employment generation and”in

hypothesis testing.

Field Survey Methods

A survey of the accommodation sector was conductea for this
study. The purpose of the survey was to collect information on
purchasing patterns, income and expenditures, geographic
distribution of purchases, employment, and other bac¢kground
information. Idealix, this type of information should be
collected' from all of the tourist businesses in the }egibn.
However, since such inforﬁation‘is difficult.to come by, a heavy

. reliance was made on whatever published sources were available.
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Thé‘Dzsa‘Sources : - e
f

ter the literature waS‘revieﬁéd, a number of

organisations and agencies at -the féderal, provincial,,and local
levels-were contacted in the seagéh for more relevant data at

the initiél4§tages 9f the project. The follow;ng_sources of

information proved to be the most useful: -

6. The B.C. Visitor's Survey 1974 and the B.C, Resident's

Survey 1976.1

These surveys were conducted by the B.C. Research Council

under the sponsorship of the B.C. Department of Travel

Industry. The results of these surveys were incorporated

S

-

into two other useful sources of information--the B.C.

Tourism Model developed by B.C. Research and the Vancouver

Island Tourism Facts Book 1977 produced by B.C. Tourism

Ministry;2
7. Statistics Canada: Publications.

.Secondary data for the nonaccommodation sectors were

obtained from Corporation Financial Statistics (61-207)

Corporation Taxation Statistics (61-208) and The

Input-Output Structure of the Canadian Economy, 1961-1974

1 Complete references for these source materials can be found in
the bibliography. . ‘ :

2 The present Department of Small Business and Travel Industry
has also been known 1in previqQus years as the Department of the
Provincial Secretary and Travel Industry, B.GC. Tourism, and
Department of Travel Industry. ,
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(15-508). Information on the pattern of household

expenditure, personal income tax, and the propensity to

consume were obtained from Urban Family Expenditure

(6g-5uu>.'

8. An Inferindustry Study of the Metropolitan Vancouver

Economy.
.This input-output study conducted by Craig Davis on the 1971

economy was used as the basis for the adjusted interindustry
coeffipcients of the economy of Metropolitan Victoria.

9. The Challenge 1976 and Impac£\1977.

This economic base study conducted by the Capital Regional

District‘providéd information on imports and employment for

the Victoria region. The 1977 survey of visitors (Impact)

provided additional information for tourists in Victoria.
10. Other B.C. Government Publications.

A variety of data were obtained from a number of gecondary

sources, including the B.C. Regional Index, B.C. Economic

Summarz, and B.C. Facts and Statistics, Ministry of Economic

Development.

The Questionnaire

The questionnaire is included in Appendix III. The first
part of ;he questionnare dealt with pertinent background facts

, about the company, including years of operation, occupancy rate,

business organisation, and ownership. The second part was

27
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designed to collecf data on the numbers and locatiqn df
suPpliers and amounts and geographical Aistribution of
purchases. In the third section, Sata on income and expendituré

R breakdowns were requested.3 The fourth part required the
interviewee to estimate the number of employees in séverai
categories. An attempt was made in the final section to.ganvass
hoteliers on the effect of the ggtry fare inérease in thé summer
of 1976 and their.oﬁinionslon how £heltourist tradgjc;uld be

improved.:

The Sample Population

The Directory of B.C. Tourist Accommodations provides a

listing of the ﬁrovincially-approved tourist lédgings;u It is a
voluntary directory estimated to be 80 percent complﬁte. A
sample of the seventy-six hotels and motels closest to Victoria
city was chosen from this listing.S No attempt was m;de to
sUrvey campgrounds and trailer parks. The sample population
represents 85 percen; of the hotels and motels in Mefropolitan
Victoria by number and 95 percent of the unit-capacity.

- - - - - - - - - - o

3 This part of the questionnaire uses a format similar to the
one used to study the impact of tourism in the Bahamas. Archer,
Tourism in the Bahamas and Bermuda, op. cit.

y
Tourism B.C. Directory of British Columbia Tourist
Accommodation 1977, VIc%oFTa B.T.

5 Motor hotels were classified as hotels.
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The Field Interviews

Prior to the survey in Victoria, a pilot study was
conducped'in Vancouier. Twenty hotels and motels were
arbitrarily selected and were sent a letter explaining thé
nature of the. study and outlining the information that would be
fequired. They were later contacted by telephone for the purpose
of scheduling an interview. Although only four interviews were
granted, the experience provided the opportunity to improve the
questionnaire design and sharpen interviewing techniques.

Before the inception of the survey in Victoria, the
relevant local public and private tourism organisations were !
contacted and additional support for the study was obtained. It
was decided that the best period for the survey would be the
late spring after thg tax reporting period. According%x, in May
1978 ‘a2 letter of introduction was sent to the seventy-six
establishments along with a self-addressed envelope and card
indicating the most convenient times to schedu;e an interview

during the next two months..AS'a follow up, each of the C} .

seventy-six hoteiiers were telephoned. The personai inter&iéws,
whiek ‘'ranged from one-half hour to two hours, were conducted
over a period of iour months. _

Of the seventy-six establishments contacted, fift;/éight
responded with in;ervieya during the period of the survey and

about a dozen more indicated a willinghess to be surveyed during

the winter. However, usable financial information was obtained
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from only forﬁy-five establishments, reﬁresenting 58 percent of
the establishments but 64 percent of unit-capacity in the sample
space. The next section of the chapter discusses the |
representativeness and reliability of the data, as well as the

preparations involved in processing the data.

Data Deficiencies and Limitations

In order to examine the representativeness of the
participating establishments, the sample listing was grouped by
sizen Hdtels with less than 75 rooms and motels with less than
25 rooms were considered to be sma?.l.6 The response rates of’
these four categories are:

9 small hotels, or 75 percent.

1M1 largé hotels, or 61 percent.
16 S;all motels, or 53 percent.
9 large motels, or 56 percent. .
When grouped by location the respanse rates are as follows:
24 establishments in the downtown area, or 59 percént.
18 establishments along Highway‘1A, or 58 percent.
3 establishments in Saanich, or 75 percent“
And when grouped by affiliation the response rates are:

6 chain or franchise establishments, or 100 percent.

6 These designations are among those used by Statistics Cangdg
in data collection. Personal communication with Jerry Freda,
Statistdcs Canada, Ottawa, Ontario.
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4 referral establishments, or-50 percent.

)

35 independent establishments, or 56 percent.?é

Although the survey can be considered to be fairly
representative in tdrms of size, location, and affiliétipn, it
is biased in several respects. Several managersx§f*[
externally-owned establishments were‘;eluctant to cooperate

without permission from the owner. The owners were contacted by
mail, but it was difficult'to get them to participate. The

3, A
sample is also biased toward the Victoria municipality for the

sake of convenience in data collection. Finally, the sample is .

-
-

also biased toward those Lho were willihg to cooperate and

P

probably toward those that keep better financial records.8

However, these difficulties can never be entirely overcome ;n‘”

&~

any survey.

-
~ -
4

In addition, the reliability of the data is also an .
important consideratioﬁ;fAt the end of each interview, the

financial information was rated according to the following

—

7 Chain establishments are those that are entirely owned by a
firm owning four or more establishments. Franchise operations
are those that pay a fee for management contracts, while

referral organisations are more those that obtain promotional or

referral services without payment. Some examples are: Canadian
Nationdl, Slumberlodge, and Delta (chain); Best Western and
Holiday«Inns (franchise); and Flag Inns, Prestige Inns, and
Canadiana (referral). Independent operations are completely
upaffiliated although there may be cases of multiple ownership
by the same company.

8 This is not entirely yndesirable since it ensures more
reliable data._ >
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scale:

1. Data from financial statement -~ 29 responses.
2. Estimation with reference to financial records - 7
responses. ‘ |
. 3. Mos¥ly recall - 9 responses.
This meandjthat about eighty percent of the responses in the
first two categories are reasonably accurate. Of course, data on
items such as suppli?rs and employmént were at best, intelligent
guesses. ‘
In any case, it was necessary to perform some consistency
3cHecks and make some adjustments to the raw data because of
problems of aggregation, omissions, and noncompatibility.
Despite efforts to standardise accounts by the Uniform System of
Accdunts, a variety of accounting procedures are grggticed.g
Coding the data into the desired format requireQNdeustments in
some cases such as using average ratios from esﬁablishments of
similar type, size, and location. Missing and incomplete data

i

were hatidled in the same fashion.

Expenditures were correlated with revenues and the trends
were as expected with high positive coefficients for almost all

itémsy except capital expenses. However, there are ambiguigfes

in items such as profits, proprietor's salary, and capital
I A

9 Laventhol & Horwath, U.S. Lodging Industr Phiiadel

- , U.S. g 5 phia
Pennsylvania, 1978; Harris, Kerr, Forster &% éompany, Trendé in
the Hotel Business, New York, 1978.




expenditures due to the peculiarities of keeping financial
records for tax purposes.

The sample size is not particularly small compared to
similar studies in the literature, but it does limit the extent
to which the sample can be disaggregatedernbtﬂer limitation is
that the data were obtained from a variety of sources and span a
period of seven years (1971-1977). However, this problem could
not be overcome because of resource constraints and is partially
mitigated in that the analysis requires percentages and ratios
ratherlthan the actual dollar amounts.

An iﬁsurmountaﬁle difficulty is that the survey data are
not compatible with the nonsufvey data, since different methods
;é?é used to collect them. Hence, any comparisons between the
accommodation and nonaccommodation sectors are unreliable.
‘However; comparisons within the acéommodation sector are
acceptable: if one bears in mind that multipliers are merely
crude appfoximations and that their priﬂiry usefulness is.their
function\{n comparing accommodations,'industrial sectors,

tourists,'and regions. , 3
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The Archer Multiplier Estimation Method

The Tourism Income Model

As was previously mentioned the methodology developed b; =
Archer.was based on equation (4) (page 19) and 1is'of the normal
income type. Hence, it measures the ratio of total income
generated per unit of the initial injection of tourist
expenditure. The regional tourism income multiplier is

determined by the following €quation:

J I

- - = Q K v
>-- 2—- J 3L i
j=1 i=1 ’ :

.(5)
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where, j is each category of tourist, i is each type of

business, Qj is the proportion of total tourist expenditure
spent by the jth type of tourist, K;j is the proportion- spent by
the jth type of tourist in each ith type of business, Vjy is'the
direct and indirect income generated pér $1 of revenue by the

ith type of business which receives tourist expenditures, C is

1
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the propensity to consume, X{ is the proportion of total

consumer spending by the residents of the tourist region in the

ith type of business, and Zj js the proportion of consumer

spending by residents in the ith type of business within the

region. .

Archer explains the components of the model:

"In essence, the regional income multiplier can be
disaggregated into two possible parts. Firstly, the
direct and indirect income generated within the region
by a unit of tourist spending can be expressed as the
QKV term. This formula is really a working method of
reducing the value of a unit of the multiplicand to
allow for those direct leakages which do not contribute
to the formation of regional income. Secondly, the
additional income generated by the re-spending of factor
earnings by the resident population of the recipient
region can be found by applying a multiplier expression
to this formula."

It can be seen that import leakages occur in two ways--when

local businesses purchase goods from outside the region and when

consumers spend money outside the region.

The Value-added Model
In order to calculate meaningful multiplier values,
regional income generation (RIG) coefficients were derived for

each industry in terms of local value-added. The value-added

-

Archer, "Anatomy of a Multiplier,” op. cit., p. 74.

4
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formula developed by Archer is as follows:

I

W(1l-h-tw)+P(1-tp)+R(1-tw)+ 2. Moy ™ ‘
vV o= i=z1 1 i C e e e oL (6)

where, V is the regional income coefficient for each business, W

is the gross wages and salaries paid to residents in the region;

h is the deductions made for social insuréﬂbnland benefits, tw

is the tax rate on wages and salaries, P is the profits accruing

to residents in the region, tp is the tax rate on profits, R is

the rent payments to residents in the region, Mj jis the cost

payments made to the ith business type, Vi is the regional ;
income generated by thé ith business type, ahd S is the total

sales turnover of the business.

-

The two components in this model are the direct and

indirect value-added. Direct local value-added is defined as the

sum of the wages and salaries, rent, interest, and profits paid

to local residents, per dollar of sales turnover. Indirect local i

value-added is the additional value-added created in other |

sectors of the local economy as a result of any local purchases
made by businesses receiving tourist dollars and also the chain

reaction of further purchases. Note that leakages‘from
T e
value-added occur when wage or factor payments in the form of

7
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rent, interest and profits are paid to nonresidents.

The Archer method disaggregates businesses into aQerage and
marginal businesses, defined respectively as businesses that
depend primarily on tourism and businesses that rely only partly

on the tourist trade. In previous studies separate value-added

‘coefficients were falculated for the two types of businesses

giving two values/ for the retail trade sector, for example.
Since data at this level of detail were not available, only one

coefficient was computed for each nonaccommodation sector as a

whole.11

I
¥

Notice that the value-added coeﬁ&icients (equation (6),
page 36) can also be expressed as a system of linear equations

of the form

X =y + Ax . . . . . L. ; e e e e e e e C . (T

where, x is the vector of direct and indirect RIGs for each

industry, y is the vector of direct value-added coefficients as

-~

defined above, and A" is the interindustry transactions

L Thus, the coefficients computed in this study are expected to
be slightly larger than those cqgguted by using marginal and
average coefficients, since the erage coefficients are,
probably larger than marginal ones. This is because the marginal
businesses require a certain number of support staff during the
slack tourist season, so that the extra value-added as
a ratio to tourist revenues is probably smaller than the average
ratio. ’
: e
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coefficients matrix.12 Hence, the standard sodution, using the

Leontief inversion technique, can be employed, sinée

D O O €D
(T o AYX 2 Y o o e e e e
x = (I - M)y Lo

where, I is the identity matrix.13 Hénce, equation (10) is the
solution for the direct and iﬁdireqt ihcpme change, as well as
for the other input coefficients of government revenue and

imports.

Extension to the RIG Model

The model was modified in order to determine tourism
multipliers that reflect variations within the accommodation
sector by organisatioﬁ type. This is accomplished by including
an additional weighting term to the multiplier “equation, so that

- \
income generation coefficients are determined separately for

12 The A matrix is the transposed constant coefficients matrix
of the input-output variety, with the exception that
transactions are in purchasers prices, rather than the usual
convention of using producers prices.

13 The matrix techniques can be found in Mjernyk, OB cit.
Richardson, op. éit.; and Walter Isard, Methods of Re iona

Analysis: An Introduction to Regional Science, (Cambridge: The
M. T ¥ Press, 195607.

',
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each business category. In this way, linear nonhomogeneous’
functions are derived for the accommodation sector.
Hence, Por every i = each type of accommodation

establishment (hotel, motel),

V=Z: FV‘..............(11)

where, h is the level of industrial organisation, Fih is the .
proportion of expenditure on accommodation in each hth léveI of
organisation of the ith type of business which reéeives tourist
expenditure, and Vi, is the direct and indirect income generated
per $1 of revenue by each hth‘level of organisation of the ith
type of business which receives tourist expenditure. '

The general form of the multiplier estimation hodel

incorporating this modification then is:

.
1
o o}

(12)

.
1]
—
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—
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where, upe symbols are as defined above.
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Thus, the ioépl value-added for the accommadation sector is
the weighted sum oithe income generation coefficients of each
type of hotel For the nonaccommodation sectors, the model is
constraiqed so that it becomes the original qultibiier equatioé[
such that for every i = nonaccomgbdéiion business, h = 1, Fyp =

1 and Vip = Vi , 1in other words, the FihVinh term becomes the Vi

A

term im equation (5) (page 34).

The Regional Income Multiplier

The adapted model for the aggregate regional income -

—

multiglier is: o~
I 1 ¢
> x v I | A € T 3

where, the symbols are as defined abqye.1n

_________________ <
14 Archer, "The Anato-y of a qutiplier)" op. eit., p. 75
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The Regional Employment Generation Model
[ ]

The final model to be presented is the regional'employment
multiplier model. 15 ' - )

[

SO |
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where,\zi!is the amount of employment (direct and indirect)
generated by $1 of toufist expenditure in the ith type of
business and the other symbols are as definéd above.

This model is divided into two parts. The first expression
on the top measures the direct and indirect employment generated
in the business sectors of‘the ecdnony by a unit of tgurist

expenditure. The second term méasureg the employment induced by

the household incomes derived from tourism. The expression in

N
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the brackets is the region's ‘income.multiplier (see equation ) .
. _ : . L }
(5), page 34). The. additdion of the two expressions 1s the total

employment multiplier. ) C e

_ . .
The values of E; sre the regional employment generatioh

coefficient (REG), which is similar in form to the RIGwmodel

(equation (6) (page 36)).

E = T R T T E T3

where, D is ihe number oflémployees for each business and the :
other symsols have the game meaniﬁgs as in equation (14) (page
11y, |

Several salient points may be noted concerning the
methodology adopted in this study. First, the oFiginal regional
toqrfsm'model developed by Archer-in‘1971 included the initial
unit of tourist expenditure so that the income multiplier
consisted of the value estimated by equation (5) (page 34) plus
on;} Archer later omits the initial unit, "since it rgg;ssents

only the initial unit of tourist expenditure, the benefit of

-
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which accrues to the tourist."16 Second, leakages are more
rigorously caiculated com;ared to the other more‘aggregated
models, since leakages are accounted for in' the Value-added
items, as well as for imports and»sa;ihgs.17 .
Third, in deparﬁure from the Archer method; an input-output
framework is used as the basis of the calculations, since data

¢
are available from published sources. This makes a survey of all

the tourist businesses unnecessary, although it means that one

NN T

cannot distinguish between marginal and average/tourist
busineasés. ‘ |

Fourth, the weighted coefficient for the accommodation
sector is expected to be smaller than that calculated by the
method using overall sums since a larger proportion of sgles
accrues to the larger establishments with presumably smaller RIG
coéfficients. To some extent, this should compensate for the
larger values obtained by not excluding nontourist-related
transactions in the marginal businesses. 18 Fifth, as has been
the case with virtually all multiplier studies, average

propensity to consume was used because of data restrictions.

16 Archer, "Anatomy of a Multiplier,".op. cit., p. 73.

SN
17 In contrast to the usu ationpgl -accounting definition of
value-added, govern eyenues are considered to be a leakage
in the first round, although the multipljer effects of further
public spending in the local ‘economy are counted for.

18 Refer to Footnote 11.

e — o £
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Finally, while conventional models assume uniform impacts
from all exogenous spending, thi; method accounts for the
relative contributions by the variobs_types of "tourists. Hence,
the model is essentially a modified input-output analysis that
attempts to measure the contribution of tourism to the local
economy by adopting a more rigorous method of calculating net

values than the more aggregated multiplier models.

Statistical Modgls

The statistical techniques to be presented are analysis of
variance, Spearman correlation and Pearson product-momént

correlation.19

Analysis of Variance

( £y
The basis of analysis of variance is the decomposition of"

variation or sums of squares corrected for the mean (SS). In a
one-way analysis of variance there is a dependent, or criterion
variable Y and a categorical independent variable, or factor, A.

The between groups sum of squares is often denoted as.SSa, that
s ¥
19 For further detail, see N. R. Draper and H. Smith, Applied
Regression Analysis, (New York: John Wiley & Sons,.incT?ET965);
HuEerE M. Blalock, Jr., Social Statistics, (New York: -
McGraw-Hill Book Company, 1960); Moroney, M. J., Facts from
Fisures; Baltimore: Penguin Books, 1951); and Norman H. Nle, C.~
adlal Hull, Jean G. Jenkins, Karin Steinbrenner, and Dale H.
Bent, Statistical -Package for the Social Sciences, (New York:
McGraw-HITT Book Company, 19757. ' :
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is, tﬁe portion of the sum of squares in Y due to factor A. The
within groups sum of squares if often denoted as SSe, which is
the variation which is not accounted by A: The sum of these two
quantities is SSy = SSa + SSe, which is the total sum of squares
in Y.
| Analysis of variance tests the hypothesis that there are no

differences between means of groups; that is,

Ho = t1 = t2 = ... th = 0
where, h is the number of groups and the t1,t2,...th are the
differences between .the hth group means and the overall ﬁean
level. It is usual to %est the hypothesis by comparing the ratio
of.the between groups mean squa;e to the within groups mean
square with the F distribution.20

Eta is a descriptive etatisti; used for measuring the

strength of the effects of A on Y, where
et32= ------ .(16)

Eta? denotes how much of the variation in the dependent variable

is explained by the independent variable. It is called the

correlation ratio and ranges from O to 1. It is basically an
Lol ¢
indication of how dissimflar the means on the dependent variable

20 praper and Smith, op. cit., p. 244; and Nie et al., op. cit.,
pp.400-401.
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are within the categories of the independent variable.z1

Pearson Product-Moment Correlation Coeffiéient

The Pearson correlation coefficieht, r, is used to denote
the strength of the relationship between two intervai-level
variables. The strength of the relationship indicates both the
goodness of fit of the linear reg;ession line to the data and,
when r is squared, the proportion of explained variance by the
other variablé. A negative r denotes an inverse relationship.
Mathematically, r is defined as the ratio of covariation to the
square root of the product of the variation in X and the
variation in Y, where X and Y symbolise the two variablés.zg‘The

r ranges from -1 to 1, while the r2 ranges from 0 to 1.
. -

The Spearman Correlation Coefficient
The Spearman rank-ordér correlation coefficient is similar
to the Pearson correlation coefficient, except that it requires

that the variables be at least ordinal in scale.

i=1 1 A G NS

where, d is the difference between the ranks of the twd

21 Nie et al., op. cit., p. 230.
22 Nie et al., op. cit., p. 281.
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variables for each case. Spearman's rho is defined as.the';um of

the squared differences in the paired ranks for two variables
over all cases, dividedAby a quantity which is what the sum of

the squared differences in ranks would have been had the two

sets of ranking been totally independent.?3
L

23 Nie et al., op. cit., p. 209.

u7




III. THE TOURIST INDUSTRY IN METROPOLITAN VICTORIA

The purpose of this chapfer is to describe the geographic
landscape of Victoria. In addition, the importance of the
tourist industry is discussed in terms of the supply and demand
components of tourism in Victoria. The region is divided into
six\E?urist market areas in order to provide a better base for
the analysis of the distribution and impact of tourist
activities in the region. Since the study focusses on the hotel
sector,‘survey results are presented on establishment
concentration, occupancy rates, and vulnerability to changes in
accessibility. The theme of this chapter is Victoria's
attractiveness as a resort located on an island and its

representativeness of the diverse nature of tourism in B.C.

The Geographic Landscape

. Vancouver Island is situated between latitudes 48 20'- 50
40' north and longitudes 123 10' -~ 128 30' west with an area

of some 32,100 square kilometres (12,519 sq. miles). It is the
largest of North America's offshore islands with a predominantly
mountainous core composed largely of a heterogeneous group of

pre-Cretaceous sedimentary and volcanic rocks. This mountainous
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core is sunrouﬁded by coastal lowlands, particularly in the

north and east.! (see Figure 2) ”

It was on the southeqstern coastal plain that European -
Settlement developed beyond the.stage of the isolated fur
trad;gg pos;. However, the greater part of the island still
consists of wilderness frontier.?2

In 1976, metropolitan Victoria had a population of 218,404,

"which represented approximately 50 percent of the population of

Vancouver Island and 9 percent of that of the Province. (see
Table 1) Its eleven municipalities can be seen in Figure 3. =
The climate of Vancouver Island has been characterised as
"humdrum™ because it possesses a "&ild, unexciting,
unspectacular, maritime climate, experiencing neither extremes
of heat nor cold." Severe weather events are almost unheard of
and the southeast has only a moderate annual precipitation and a

relatively dry summer . 3

In short, Victoria's beautiful physical setting as a water

resort within close proximity to scenic mountainous terrain,

mild climate, and sport fishing, make it a popular tourist

! Harold D. Foster, "Relief, Drainage and Natural
Hazards,Vancouver Island: Land of Contrasts, ed. Charles N.
Forward, Western Geographical Series Vol. 17, University of
B.C., (Victoria: University of Victoria, 1979), p. 51

2 Ibid, p. 1

3 Stanton E. Tuller, "Climate", Vancouver Island: Land of
Contrasts, op. cit., p. 86. 2 -
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Figure 2. The Vancouver Island Tourist Region.

Adapted from:

’

Tourism B.C.,- Vancouver Island Tourism Facts

Book 1977, (Victoria: Queen's Printer, 1977), p. 3.
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TABLE 1
POPULATION OF THE VICTORIA METROPOLITAN AREA .
Municipality 1976 Census
Victoria . 62,551
Esquimalt 15,053
Oak Bay 17,658
Saanich 73,383
Central Saanich 7,413
North Saanich SN 4,697
Sidney 6,732
Subdivision B¥ % 29,437
Indian Communities - 1,480
Census Metro Area 218,404
- % " Vancouver Island 41,4177
British Columbia " 2,466,608
SOURCE:

Ministry of Economic Development, B. C. Facts and Statistics,
(Victoriax -Queen's Printer, 1977), p. 73. ;

1 Colin, J. B. Wood, "Settlement and Population," Vancouxer
Island: Land of Contrasts, ed. Charles N. Forward, Western

Geographical Series Vol. 17, (Vicqoria: University of Victoria,
1979), p. 9. _

—

"Langford, Colwood, Metchosin, and View Royal -
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-

destination. In addition, the presence of the world-famous -

Butchart Gardens, as wé}l as its "Olde English"™ charm, increase§
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its attractiveness.! According to a study which calculated
attractivity indices for the Province, Vaocouvér Island ranks
first as the most attractive of the 8 tourist régiohs, whilé
Victoria ranks second among the 19 tourist districts.5 Visitors .
to Victor{g\can easily participate in the raoge ofuexperiences
that the Province offers, including the wilderness experience) in
oamps or resorts in the northern areas.

L

Economic Development

Micklewright has pointed out that the manufacturing Sector
of Vancouver Island may be characterised by a "strong dependence

on wood and wood-related industries on one hand, and a
4

: qoncentration of non-wood-related industries in the Capitgi

Regional District on the other hand. n6 The major manufacturing
activities in metropolitan Victoria, based on the 1971 cgpsus by
percentage of the labour force, are wood (28.8 percent), food ,
and bevera (20.1 pé?cent), print and publishing (12.2

4 Kenneth Lines, "A Bit of Old England: The Selling of Toﬂist t

~Victoria,"™ M.A. Thesis, (Victoria: University of Viqtoria

1972).

5 Turgut Var, Doug Beck, and Patrick Loftus, "Determina on of
Touristic Attractiveness of the Touristic Areas in Brit¥sh

Columbia," Journal of Travel Research 15 (Winter 1977):28.

6 The Capital Regional District includes metropolitan Victoria,
‘Sooke, Saltspring Island, Outer Gulf Islands and Indian

Communities. In 1976 the population of. the Capital Regional
District was 230,592. .

<.
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percent),” and transportation equipment (9.8 percent).”
Victoria's producti?n and employmé;t by industria sector
can be seen in-Table 2. The primary’sector, consisting of
agricultdre, forestry, fishing, and mining, is relatively smal{
with less than 3 pergent of the laboqr force. Only 11.4 percent}
of the working population {is empl&yed in the primary and
secondary sectors. This means thatﬁthe tertiary sectér accounts
for apout 89 percent of total employment, and an estimatéd 78
percent of total production. This implies weak backward linkages
and a high impbrt content to pay for imported éoods. '
The labbur force in the primary and secondary sectors in
Victoria 'ts at least half of that of the Province and Nation.
" (see Table 3) Hehce, the Victoria economy can. be described as”
haviné a predominant service sector and a weak basic sector:
However,rMiqklewright views the potential for'the dévelopmentdof
the manufgcturingAsector as rather limited because of Victoria's
isolation in time-co;f terms, the’ small size of the iocal
markét, and the incﬁéaéing concentration of industrial
ownership. On. the other hand, he states that the same isolation
and presence of important amenities are. positive 1nf1uences in
'attracting industries with high 6a1ue-low weight products. He

1dentifies the tourist 1ndustry, research establishments,

T M.a. Hicklewriiht "Manufacturing", Vancouver Island: Land of
Contrasts, op .y PP. 251=257. »
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PRODUCTION AND EMPLOYMENT BY INDUSTRIAL SECTOR

TABLE

2

VICTORIA METROPOLITAN AREA

»

! f
Employment (1976)

December 1977),

pp. 28, 47.

Industry Production
’ $(1000) # g

Primary 180,000 8.6 2400 2.8
Construction 112,300 5.4 5278 6.3
Manufacturing 286,400 13.7 7236 8.6
Wholesale 350,000 16.7 2514 3.0
Retail 436,000 , 20.8 11, 100 13.1
Transportation 53,206 - 2.5 4,367 5.2
Communications - -

and utility 18,694 .9 1,535 1.8
Finance 311,500 14.8 4,216 5.0
Service 300,000 14.3 24,363 .28.9
Government 50,000 2.4 21,410 25.4

Total 2,098,1007 100.0° 84.419 100.0

_ : ~

SOURCES: .
Capital Regional District; The Chailenge, (Victoria: CRD.,

Ministry of Economic Developnent B.C. Regional Index, (Canada:

Evergreen Press,

1978),

pP. 391-"267

Ministry of Economic Development, B.C.”Economic Activity,
(Victoria: Queen's Printery 1979) .

PP

Ministry of Economic Development, B.C. Facts gnd Statistics,

(Victoria Queen's Printer,

1977),

p.

City of Victoria, "Social and Economic Data Metropolitan

Victoria 1974," mimeographed, p.

The Greater Victoria Chamber of Commerce, Victoria, Victoria:
Barnard & Associates,

1978),

p. 14.
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TABLE 3

LABOUR FORCE BY INDUSTRY AS A PROPORTION OF TOTAL LABOUR FORCE,
METROPOLITIAN VICTORIA, BRITISH COLUMBIA, AND CANADA, 1971

4

td Metro British
4 ' Victoria Columbia Canada
' ) % )

‘Primary 2.9 7.5 8.4
Construection 6.3 7.0 6.2
Manufacturing 8.8 16.1 19.8
. Trade- 15.9 16.2 - 14,7
Transportation, communication

and other utilities 6.8 9.5 7.8
Finance, insurance and

real estate 4.8 4.6 4.2 .
Community, business and

personal services 28.2 24.8 23.7
Public administration 18.8 6.3 7.4
Other 7.5 7.9 7.9

Total 100.0 100.0 100.0
SOURCE:.

Capital Regional District, The Challenge, (Victorias CRD;
December 1977), p. 42. — :

.

consulting firms, and their related industries, as particularly

viable.8

8 Ibid., p. 262
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The Importance of the Tourist Industry

There are two compongnts of the tourist industry. The
supply side consists of the "tourism plant™, including
accQ;modation, nestauranﬁs, tourist attractions, and gift shops.
On the demand side is the "tourist", defined by the
International Union of Official travel Organisations (IUOTO), as

" temporary visitors staying at least 24 hours for the purposes qf
leisure or business.9 In this study the i{pact of day-trippers
is also considered, Sinée they constitute about 20 percent of

visits to Caﬁadau

Tourist Demand:

In 1977, the volume of visitors to Victoria is eétihated to
have been apprgximately 1.5 million, including day-trippers,
which was about 7 times the local population. (see Table 4) This
figure can be compared to the 1.9 million overnight visitors to
.Vancouver Island. In 1977 fourist‘expenditures wefé an estimated

135 million dollars in metropolitan Victorig, or about half the

9 Oréanisation for Economic Cooperation and Development, Tourism
Policy and International Tourism in OECD Member Countries,
nnual Report, (Paris, 19787, p. 7.
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TABLE 4 - ' S

EXPENDITURE PATTERNS OF TOURISTS
IN VICTORIA, 1977

Ed i 1. 1 H
i Overnight Visitors H E i
i ) i P i
Category of | iVancouver] i  Day- | All i
| Non- | Island | Total itrippers | Tourists]
Expenditure |Residents|{Residents| i i i
i % ' % | 2 | 2 g % i
T T : 8 T :
Accomm. ' 23 i 15 ' 22 i 5 | 21 i
Transp. ' 16 ! 26 d 18 i 34 i 19 |
Meals i 2T i 26 | 27 i 21 i 27 ]
Groceries ' 2 | 10 ' 3 i 3 | 3 i
Ent. & Rec. H 11 ] 6 | 10 H 14 H 10 |
Shopping ' 21 ' 17 ' 20 ' 23 g 20 i
Total ) 100 i 100 i 100 d 100 1100 '
TOURIST EXPENDITURES AND NUMBERS
1 1 H H !
Tourist Amount % |Amount % }Amount % |Amount % |Amount % '
Expenditures | oo i i '
($ mm) 110 81.5) 20 14.8}) 130 96.3! 5 3.7i
[] (] [}
a = s

———— - -

Vol. of vis.
('000)

—— - - - —— e -

|
!
|
135 100}
[]
© 1
i
i

940 62.7) 310 20.711250 83.3! 250 16.711500 100

SOURCESE

Tourism B.C. Vancouver Islahd Tourism Facts Book 1977,
(Victoria: Queen's Printer, 19

Alex Tunner and Tung K. Ngai, British Columbia Tourism Model,
(Vancouver: B. C. Research, 1977).

Capital Regional District, Impact, Victoria, B:C., 1979.

Greater Victoria Chamber of Commerce, Victoria , (Victoria: J.
Barnard & Associates, 1978).
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tourism revenue in Vancouver Island. 10’

£

The ﬁarket sharé of tourism on Vancouver Island is
estimated to be about 20 pefcent of that of the Province. It is
evident in Figure M‘that the rate of growth of tourism revenues
for B.C. exceeds that of the Island.

The eipehditure patterns of overnight visitors, consisting

]

of nonresidents and Vancouver Island residents, and day-trippers
can be seen in Table 4. As can be expected, these three groups

spend different proportions of the tourist dollar on

accommodation with the difference accounted for by

b

transportation expenses. Another noticeable difference is that
resident tourists spend about 8 percent more on groceries than

the other groups.

Severai distinctive features of the Vancouver Alsland

tourist were revealed by a discriminant analysis by Murphy.11

The results of the study confirmed-—-the importance of the west
coa;t market and the presence of campers. It was\also noted in

the study that the extra expense of ferries, in addition to

general expenses, contributed to the higher expenditures of

10 The estimate of $130 million by Tourism B.C. for overnight
visitors was used, although a figure of $128 was derived by

using survey data. The contribution of day-trippers was
estimated to be $5 million, based on 250,000 day-trippers with
an average $20 per day expenditure. Information-on day-trippers
was obtained from the Capital Regional District and Laventhol
and Horwath. .

11 peter E. Murphy, "Development and Potential of Tourism™,
Vancouver Island: Land of Contrasts, op. cit., pp. 294-5.
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visitors to the Isiand than the average expenditures of visitors

to the;Province. ‘
Tourist traffic to Vancouver Island is seasonal and. hotel

operators rely on a short season lasting from June to October

for most of their room revenues. The seasonal pattern of daily

traffic flow is shown in Figure 5.

Supply Aspects

The regionalization of metropolitan Victoria's eleven
municipalities and districts does not coincide with tourism
planning. For instance, motels located along Higgbhy 1A belong
to five different municipalities, including Victoria, Saanich,
View Royal, Colwood, and Langford. Hence, to use these as
planning regions would be to divide up an essentiglly similar
market area. On the other hand, accommodation located in other
than the Victoria Municipality and along Highway 1A is
relatively sparSe and is widely distributed among a few
locations. Retaining municipal boundaries in these cases would
fragment an already small and narrow market. More meaningful
regions for tourism planning can be obtained by dividing the
Victoria Metropolitan Area into 6 market areas according to
major transportation routes, municipal boundaries, and
similarity of accommodation type. (see Figure 6) These six

Market Areas are:
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VICTORIA i

. Seasonal difference
January to July 28% increase
in average daily traffic volume

AVERAGE DAILY TRAFFIC FLOW

21,000, )
2,000 o T Y Y Y - | T T T T 1
J F M ™M Jy A s o o

MONTH

Figure 5. Seasonal Variation of Daily Traffic Flow, 1976.

SOui'ce: Tourism VB.C., Vancouver Island Tourism Facts Book
1977, (Victoria: Queen's Printer, 1977), p. 59.
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1. Downtown and vicinity
Highway 1A
Saanich

& oW N

Sidney-North and Central Saanich
Goldstream
6. Colwood-Metchosin

Most of the tourist accommodation is located in tﬁe
Downtown and Highway 1A Market Areas, which contain 81 percent
of the 100 establishments and 84 percent of 5101 units in
metropolitan Victoria. (see Table 5) Altogether, these two areas
also contain over 92 percent of total hotel and motel units in
the Metropolitan Area. Sixty-eight percent of the campground
spaces are also located here.

Over three-quarters of the hotels are located in the
Downtown Market area, while the majority of motels are located
in the Highway 1A area. A corridor-type develppment is the

general predominant pattern. In terms of average unit-capacity

\.

‘both hotels and motels in the Downtown Area are at least twice

as large as those located in the other regions. Hence, the
Downtown Market Area is spatially dominated by hotels and larger
establishments, while small motels are spatially concgntrated in
the Highway 1A Market Area. (see Figure 7) -

Only 16 addiﬁional establishments are located in the

remaining 4 Téurisi Market Areas. Fifty-seven percent of

unit-capacity in this vast area consistghpf campground{and

PRt
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TABLE 5

kCCOMMODATION BY .,TOURIST MARKET AREAS
’ IN HETROPOEITAN VICTORIA .

i R He
Hotels | Motels iCampgrounds |Trailer Parks
(] ] ¥ .
] ] ]
Est. Units (Est. Units :Est Units |Est. Units
o * i H H
1. Downtown 25 2078 | 16 613 | 1 50 | ] 70
' v ' i 3
2. Highway 1A 4 308 | 30 834 | 6 262 | 5 83 ;
i \‘\\}3 ' i )
3. Saanich 1 87 1+ 3 b0 0i O 0- i
i i i i
4. Sidney-N. & d ' g ;
C. Saanich 2 100 | 6 89 | 2 50 | 2 56 ;
1 | | H
. i | [ ;
5. Goldstream 0 0! 0 0! 2 289%f o0 0 |
- | i i - i
6. Colwood- ' i i 3
Metchosin 1 28 | 1 8 1 1 28 | 2 75 !
SOURCE : £ S |

Tourism B.C. Directory of British Columbia Tourist Accommodation
1977, Victoria, . : ,

»

-
L Sl

65




* 2000
ol
30
1000
- - 20
- )
\.‘4-/3 10 300
- Numbor.of Number
[] . Estoblishments of Unirs
Sidney/ i I e
N. & C .
a2 .
L - o r" .
Saanich I I—Tmi]u Pork
Campground
. ] ) Motel .
, ] | Hotel
> ]
_ < . : == =~=Market Area Boundary
| ) ) ] | 2 I mi 4
r-=-- Jf =Y | wllm . bk L, N
1 - E - [ v v v v v v 2 ] '
L | 1 0t 2 3 4 S5Km
I . _—
I ' Soanich
~ E '
] \ t
]
) i
L |
‘-': Galdstream PN S OO
; -“_ - -
' (L S
[ \ Q ‘l
' \ ) qu Ul
. R
' - ' /
e o - oo o o - - -
. of ¥
L Jtaow
RS

Colwood/s
Metchosin

. Figure 7. The Spatial'Distributién of Tourist Accon-odation
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' 1977, (Vvictoria, B.C., 1 . .
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of

trailer units.
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i
Establishment Concentration

The proportion of unit-capacity, revenues, anq profits
accountéd for by the two, four and eight largest establishmehts“
are fhown in Table 6. Thgse proportions indicate that theAdegree
of establishment concentration is rather high because the market
is dominated by a fewvestablishments. The largest two hotels in
the sample account for 20 percent of the tétai units and 38
percent of the total revenue but 48 pefcent of met profit before
depreciation; The largest 8 hotels account for U4 percent of _
unit-capacity but 80 percent of the profits. The ﬁroportions for
food and beverages are even higher th;;/;he proportions for
total revenue and room revenue;.However, since Victoria has only
one large hotel ovef 150 rooms, these high concentration levels
can also be explained in terms of narrowness of market, that is,”

"establishments are small (often sub-optimal) but are large

relative to the market in which they opefate."‘?

12 Richard Schwindt and Turﬁut Var, "Industrial Structure of the
British Columbia Traveller Accommodation Sector: An Application
of the Industrial Organisation Model to Service Industries,”
Journal of Travel Research 16 (Spring 1978):29.
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_Industry,” The .Cornell Hotel and Restau

Levels of Occupancy

The rate of occupancy is probably'the best parameter for

tourist activity, since it proyides some indication of the

interactions between supply and demand. It has been pointed out,

however, that "occupancy rate is not a substitute for

earnings."3

The average occupéncy rate of the total sample was 51.4

percent. When grouped by affiliation categories, the average

rates were chain (65.0), franchise (48.4), referral (69.1),

_hired-management (48.9), and owner-operaied (49.0).

Surprisingly, the lowest average rate was obtained by the

2

franchise moteis. An examination of the correlation coefficients

indicates why this is so. The. level of occupancy was found to

. increase. with scale (room revenue, r=.75), room rates (r=.31),

A

ang Size,Of.hOtel.(r;.26)31"'This means that size and scale

4

factors are more important in determining occupancy levels,

: However,\the results of a’one-ﬁay analysis of variance in Table

T showed tﬁaf the difference in oecupahcy rates between the
affiliated and 1ndependent establish-enta was significant at the

2 percent level

13 Avner Arbel anﬁ-Paul Grier, "The Risk Structure of the Hotel
nt Administration

Quarterlx (l"e.Ser, T978): 18- o

14 The reader is rererred to dppendif'z for more detail on the
correlation coefficients.~

.
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TABLE 7
AVERAGE OCCUPANCY BY TYPE OF AFFILIATION, 1977

| c(f\,\s‘\
Affiliation N - Mean Standard Standard
' R : Deviation Error
: - ;) <y
Affiliated 10 -<60.0 13.2 4,2 . F = 5.869
Independent - 35 48.9 ., 12.6 2.1 p = .020
_ . f eta = .35
All lodgings' 45 51.4 § 13. 4 2.0

A negative relationship was found for ochpancy rate with
the ratio of revenue from food and beverage to revenue-from
.rooms (rz=-.26, p=.043). This confirms previous findings that
hotels with large food and beverage operations rely less upon
room sales than the other hotels, since they also have .
significantly higher profits. Previous analysis of the data‘has
shown that licensed hotels with less than 18 percent of their
iotal revenues received from foons, not only have the lowest
room rates.and snallest size, but also have low beeak-even
occupancy rates that might even approach zero. 15 In fact, no
significant relgtionships for the 1eve1 of.occupaney ;1th total
revenue or profit has found. | |

15 Juanita Liu and Turiut Var, "The Use of‘Lodging Industry
Ratios in Overall Tourisa Planning”, forthcoming in Annals of:
Tourism Research, October 1980. .
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Vulnerability to Changes in Accessibility

Being almost entirely dependent on ferry tourist traffic,
Victoria is extremely sensitive to any changes in time-cost
access. The effect of the doubling of the ferry rates in the
summer of 1976 did not affect all lodgings uniformly. The
results in Tables 8 and 9 show significant variations in the
percentage of lost revenues with respect to location and
establishment type. The downtown lodgings reported an average 11
percent decrease, while those in the upper downtown area and
along Highway 1A suffered average losses of 22 percent and 25
percent, respectively (F=3.816, p=.031). Moreover, hotels
reported an average 12 percent-decrease in revenues compared to
the 2§ percent loes by motels (F=74565, p=.009). Correlation
analysis also showed that losses from the increase in>ferry
fares were significantly and negatively related to size (r=-.43,
p=.003),~scale'kroom revenue, r=-.30, p=.026), and class of
hotel (roomrate, r=z-.28, p=.035). :

" Several hqteliers stated that they.lost,ﬁore businessvfeom

B.C. residents than U.S. visitors and were critical of media

reports which they felt exaggerated the situatiQn ’6 Although

16 B.C. residentekin other than Vancbuver Island regreaented 30
percent of the overnight visitors and contributed 26 percent of

the gross revenues from tourism in the- Vancouver’Touriat Region

in 1976. Tourism B.C., Vancouver Iarand Tourism Patts Book 1977,
(Victoria: Queen' s Printer, 1977) pp. 8,7T8.
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TABLE 8 ‘ - |

AVERAGE DECREASE IN REVENUES DUE TO THE DOUBLING OF ;
FERRY FARES BY LOCATION, 1976 a

Location' N Mean Standard Standard
Deviation Error
|
Downtown 16 10.6 12.6 3.2 F = 3.816
Northdowntown 10 21.5 15.5 4.9 p= .031
Highway 1A 16 24.9 17.1 4.3 eta = .40
All lodgings 42 18.6 16.1 2.5 i
B
‘ -
TABLE 9
AVERAGE DECREASE IN REVENUES DUE TO THE DOUBLING OF ‘
FERRY FARES BY TYPE, 1976
Type N Mean Standard Standard |
: Deviation Error
Hotel 20 12.0 12.9 2.9  F = 7.565
Motel 22 24.7 16.6 3.5 p = .009
. ' ' eta = .40
All lodgings 42 18.6 16.1 2.5

.
EIEN

ﬁ': ot
interviewees reported that business was back to normal, these

findings demonstrate the ability of different types of
establishments to withstand changes in accessibility.
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¢ In summary, V;ctoria's popﬁlarity as a tourist destination
in B.C, is exceeded only by ‘that of Vancouver's. It has many
attractions as an island rgsort'and is more dependent on the
tourist trade than the Proyince or Nation. On the other hand,
the high seasonal element pf totirism, rather high degree of
‘establishment concentration, Significant differencés in
occdpancy rates, and vulnerability to changes in accessibility
by different types of establishment are not entirely unique to
Victoria. Rather, these features are considered to be
characteristic of other communities’in the'Pfovince; for .

example, those in the North.
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IV. THE ECONOMIC IMPACT OF TOURISM IN VICTORIA

Having characteri#ed the importance of tourism to Victofia,
we now proceed to éreseﬁt the cumulative multiplier effeéts of
tourist spending on the economy of the Victoria Metropolitan
Area. ‘

As a first step, the multipliers for eleven sectors in
Victoria's economy were derived by using the input-output model.
Since there was such a great reliance on secondar} sources, this
represents only a modest attempt. Nevertheless, it provides ;he
necessary f}am;work for examining the hypotheses presented in
Chapter One. The results with respect to the major variables of
interest are examined. Using the methodology suggested in the“!
Chapter Two, the accommodation income multiplier i§;then
weighted by ownership categories and compared with the aggregate
regiqnal income multipiier. ‘

"In addition, differential tourist multipiiers for ovérnight
. and day visitors are determined. }he relative contributions of

the variousvtypes of tourists to household' income, sales,ljobs,

government taxes and imports are then compared.

-
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Sector Multipliers for Victoria

As a basis for calculating the tourism multipliers, it was

necessary to determine the local value-added elements of the

industrial sectors in Victoria by using equation (6) (page 36).

Because survey data were available for only the accommodation
sector, secondary data sources were relied upon for the
remaining sectors.! Hence interindustry comparisons are to be
viewed with caution.

For the purposes of this study, it was assumed that no
wages and salaries were paid to nonresidents of Victoria,
although purchase of services from outside the region were
considered to be imports. Furthermore, since no information on
leakages #rom the valﬁé-added elements were available for the
nohaccommodation sectors, an estimate of 20 percent leakages,
derived from the survey data, was applied uniformly for all
sectors. This is an imperfect method relied upon only.as a
measure 6f last resort. In general,zthis estimate for faétqr
leakages are considéred‘to be conservative with the effect of
overestimating the multipfiers. Tests of sensitivity of the
model to changes ;h thevleakages from other value-added on thé

multipliers and household income are discussed later in the
------------ - - - ' J

'} The gattern of expendi'tures of the restaurant sector was

estimated b{ using data for hotels with ratios of food and
beverage sales to total sales of at least 90 percent. Refer to
Table 29 in Appendix 1 for further detail. :

8 "
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chapter.

Table 10 shows that the wholesale and retail trade sectors
have among the lowest normal multipliers (.263, .472), and yet
have the highest ratio multipliers (3.0f1, 3.533). The reason
that the ratio mu}tipliers are so high is that the direct income
coefficients are s§ low. The main value of the ratio multiplier
lies in demonstrating the iﬁportance of secondary relative to

P 4
direct income.

e

The finance- sector has the highest direct (.589) and total
income coefficients (.983) because of high inierest payments.

- The accommodation total RIé of .736 was exceeded only by ﬁhose A ;
for the restaurant (.747), communications and utility (.747), {
and finance secto;s (.983). Furthermore, as was expected, the
income and transactions multibliers of the service sector were
generally higher than those~for the prim;}y and secondary
sectors. Tﬁe accommodation multiplier of‘.736 is 47 percent
higher than the aégregatg multiplier for the region (.502),
which was calculated by using equation (13) (page 40).

The transactions multipliers for the industrial sectors
rapge from 1.285.to 1.638. These values can be compared to the
multipliers of 1.18 to 1.97.obta1ned in Davis' input-output ‘

study of metropolitap Vancouver .2

2y, Craig Davis, An Interindustry Study of the Metropolitan
Vancouver Economy, Urban Land BEo%omIcs Report No. b, Unlversity
of British Columbia, (Vancouver: School of Community & Regional
Planning, 1974), p. 26. '
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The sector muitipliers wére obtained by using standard
Leontief‘inversion techhiqu;s. Because of th; technical
differences, explained in Chapter 2 and at the beginning of this
chapter, the method used in ths study is more closed than the
Archer ﬁethod, i.e., more industrial sectors were treated as

. endogenous. As a check, the model was closed with respect to the
\‘\\gjhousehold sector. The results were identical to those calculated
by the Archer model when a value of 100 pércent fqr household
propensity to consume (C) was used. Thus the two different
" methods are consistent. )
Nevertheless, despite the factithat these multipliers are
. considered to be gross.estimates, they exhibit expected patterns
and the values appear to fall within.a reasonable,ranée.
However, the intra-industry comparisons in the next section can
be made with greater confidencé, since they were primarily based

°

upon the survey data.

J
Differential Accommodations Multipliers ~

Statistical tests of significance were conducted for the
direct, indirect, and total regional income and employmenf
c&foicients, transactions and ratio multipliers, as well as for
other selected dependent variables. Initially, 27 independent

variables were cqnsidéred but these were later reduced to 16

variables because of redundancy. The organisation ‘?rtables
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indiqated location, size, scale, affiliation, ownership, type of
establishﬁent, type of facility, class of h;tel, return on
operation, and level of occupancy.

One-way analysis of variance was used to test whether there

were sithificant differences among establishments when they were

grouped by five categories of location, affiliation, ownership, .

type, and facility type. The rég}onal income generation
coefficient:was discovered to be significant at the .013 level
by ownership categofies with an F value of 6.792. Both regional
employment generation coefficients and transactions multipliers
were found to be sighificantly different when grouped by type of
facility, that is, whether or not the.establishmengf are
licensed. The F values were nf@xand 12.5 with significangé

levels of .05 and .001 respectively Arefer to Tables 11-13).

Although the eta’ statistic indicates how much of the

variation is explained by the nominal categories, more uselul
information can be oszained from correlation coefficients which
indicate the strength and direction of the relationships of the
variables.3 (see equation (16), page 45) _

The significant relationships, in general, confirm the

hypotheses formulated at the beginning of the study.“ A summary

3 However' these results do not imply causal ﬁ@lationship
Blalock, op. cit.

4 rther detail on the correlation coefficients can be seen in
App ix 2. . ‘

-
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< TABLE 11

" ANALYSIS OF VARIANCE OF THE TOTAL REGIONAL \INCOME GENERATION
’ COEFFICIENTS OF ACCOMMODATION BY OWNERSHIP CATEGORIES -

Source of Sum of Degree of  Mean )
Variation Squares Freedom Square F p
Explained . .093 1 .093 6.792 .0131
Residual .586 ¢ 43 .014 :
Total .678 4y .015
™~

NOTE: N = U45 and Eta = .37

TABLE 12,

ANALYSIS OF VARIANCE OF THE TOTAL REGIONAL EMPLOYMENT
GENERATION COEFFICIENTS BY TYPE OF FACILITY

Source of Sum of Degree of Mean
Variation Squares Freedom Square E p
Explained .002 1 . .002 4,208 ‘ .0u6
Residual .023 43 .001 :

-

Total .025 yy . .001

NOTE: N = 45 and Eta' = .30
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TABLE 13 ' : o

ANALYSIS OF VARIANCE OF THE TRANSACTIONS HULITPLIER
. BY TYPE OF FACILITY

Souﬁce of Sum of Degree -of Mean .

Variation - Squares Freedom ~ Square F p
, e B [ ) . ' %i

}w:j>)» 4 ’ VA - :
Explained . 126 1 LD .126. '12.530 - .001-
Residual” W'EL) 43 010 :
Total .556 4y .013
N ’ i, e )J

«°F - A
> .

NOTE: N = 45 and Eta = .48 T

-
.

éf the ‘significant relationships between the dependent5vbriables
- : 45.
{

-

and the 1ndependent variables is as follows ’
“jg“ Direct RIGs are higher.for the locally-owned establishments.
2. Indirect_RIGs are higher for the licensed, the lower,class,
- S ‘ thelsﬁallgr-size, aﬁd the smaller-scdle (room revenue per
unit) establishments. | -
3. Total RIGs are—higher for the locally-owned and the less
profitable establishments. .
y, ~Ratio nultipliera are higher for the smaller- size

establishments.

”

5. Transactiopa nultipliefs are higher for the licensed hotels,

the lower class, and the smaller-scale establishnents.

-6. Direct’REGs are higher for the nonlicensed, the

¢ . ' : T sy ?




1p.

11.

12.-

13.

‘smaller-scale est

. Total REGs are higher for the less-affiliated, the lower st

 larger-scale .establishments.

. - ' ! - .
. - . . - 2
" : < . \
- + . . ‘ . .
- ) . - ' - - .
-

less-affiliated,

»

the lower class, the smaller-size, and the
ishments.

Indirect REGs are higher for thefperipheral the lower

‘class, the smaller size and the smaller scale, the less

tprdfitable, and the locally owned establishments v .

Lo

[
-

,class,‘the smallersize, and the spaller-scale ~ . . ™

establishments

The direct import ratio is higher for the licensed. hotels

»
e eat s g

the central, the more-affiliated, the externally:owned,rthe‘

—~
= e

higher class, the larger-scale and tke more occupied

establishments ‘ ’ .o

L s st ot e e

The wage ratio is higher for the licensed hotels, the

central, the higher class, the larger-size, and the

The other,value-added ratio i's higher for the nonlicensed‘

5

hotels, the beripheral, the less affiliated, the . .
locally-owned, the smaller-size, and the smaller-scale r |
establishments ’ _ ) . ' i o “ "3
The percentage loss due to’ the: doubling of ferry fares is '
higher for the peripheral the motel, the lower class, the ‘- [3:

smaller-size, and the smaller scale (room rev nuo)per unit)
establishment. ‘ : R . . P

Occupancy ra}?s are higher for tke nonlicensed (ratio - ‘ J

variable), the higher'class, e larger-size, andﬁthe

P "




i

5

J.

. larger-scale (room revenue,per unit) establishment.
Hence, in7eaoh‘of these instances, the null hypothesis of zero
v - - ; ’

correlation can be rejected at least the .05 level.

'Of the 104 possible.cortelations of the multipliers with®

. jtheforganisation variahles, only about one-~third showed

-8ignificant relationships. Out of the total, 20 pqrcentawere '

A

"significant at the .05 level 10 percent were sighificant at the -

[

‘01 level, and on 5 percent were significant at the . 001
leVel YAs was hypothesised those enterprises with higher

multipliers have significantly lower import content and

additionally, higher percentages of other value added 5 Some of

-

the major‘findings in regard the the main variables of interest

are summarised as follows.

Locdtion;-

-~

[ 4

~

The looation vaniable was\also»a surrogate for proximity to

cit§ center, albeit a weakrone In general the multipliers did

L]

not vary significantly with respect t0 location although the

import and wage ratios decreased yith distance from.the downtown

arta. The only significant relationship was the indirect REG at

the .001 level (rho;— 47), ‘while the other multipliers exhibited

5 It was ointed - out in. Chapter Two that the value of the total
regional come coefficient is'directly related to the direct

local value-added’ element. On the other. hand, it is inversely
related to the amount of leakages, not only from,imports of
purchases of goods and Services by businesses and households,

but also from factor. payments of value~ added eiements tqaoutside‘

-regfons. , - ‘

Y
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'weaklnegative correiations This means that the peripheral ot
) establishments generated more indirect employment perrtourist
dollar. Hence, the null hypotheses of zero correlation of the
tourism multipliers with location can be rejected in only this
instaﬂbe.') A

,Peripheral establishments also reported greater losses ‘from
the increase in ferry fares than the-more centraily-iocated
hotels (significant at the .01 level). In this instance, about
18 percent of the variation in the loss in revenues could be w#;
attributed to the location variable‘(rho=-.43, p=,01). ] \f

Although the occupancy rate for the large downtown luxury
hotels was 71 percent, compared to the overall average occupancy
rate of 51.4 percent; .levels ofﬂoccupancy, using analysis By f
variance, did not‘vary significantly among. the three maigi;::;ZE\\_c
areas. This can be explained by the special_rates the motels_in
the outside areas offer during the—%houlder months:to dttract a
more permanent ciientele; mo;tly.Prairie~farmers. Apparently,
each market area is COMpetitive and has its own appeal The
Downtown Market Area attracts the more foot- orienfbd and
luxury-seeking visitor. The Upper Downtown Area serves the more’
autoforiented visitor, while the Highway:)A 'Hotel_Viilage'
caters to the tourist who seeks a quieter and more inexpensive
lodging | ; ‘, o )

HoweVer, occupancy rate was found to be weakly oorrelated

with proximity to city center (rhox.21). The popularity. of the

- . N . . ’ .
(3

r
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\ ' .
Downtown Harket Area isj}ﬁe to its accessibility to tourist !

entry points, proximity to tourist attractions and the greater
. propensity to travel by public transportation or fogt because'bf.'
rising fuel costs During the peak of the -summer season, this:

area becomes quite congested and plans to imp‘bve the ‘ambience

e
. .

and flow of traffic in the area are being implemented

v

3 ..

. " N . - B . » e
\ Size and S\a/e .. ‘ o B

v Although total RIG was not significantly correlated with

size and scale ‘af opeqation, some significant re1at10nships for
the indTheot RIG, ratio, and transactions multipliers with the
independent variables were found. In general, these multipliers

-7

decreased with increasing size and scale of operation.

et v kst I T e

-

The dinect, indirect and total REGs were also inversely
related to the size and scale variables. It was possible.to
reject the null hypotheses in all these instances at at least

ﬂ'the .05 level of significance.
= The hypothesis that the large scale (but not size) -
establishments had higher import content was also confirmed .
‘However, the smaller hotéls had significantly higher other

value-added ratios (rent, interest and profit)‘than the, largen' i

ones. For these reasons, the REGs were higher for the smaller

establishments, even though the larger ones had .significantly
/"'\

’pigher wage content. The smaller multipliers for the large

hotels can . also be explained by the economies of scale they

N -
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achieve 6f course, the large companies provide most of the job
,opportunities in the region . .

'-,A study by Scbwindt and Var showed that smaller hotels are
reIatively more important in B.C. than in Oregon or'washington,
due to provincial legislation which favors hotels(in the

: e DU
allocation of liquor licenses.5 Survey results show that

Victoria hotels‘had an eyen higher average percentage of total

revenues due to alcoholic beverages tnan their B.C. ;;‘
counterparts 7 ' O " L -
-The questjion of optimal size has been the focus of many ;41
studies, but no firm conclusionslhavebyet béen ﬁ;ae, especially é,
for the service sector. A study}bj Kipnis on manufacturing firm; %
»

favors the development of medium-size'plan&s,‘wnich achieve

)

increasing scale economies and maintain diversified production .

activities, but are not big enouém to take advantage of internal

economiés of self supply or to depend on outside supply- \\\\\\_;/,a/

-

agents.8 o g . ‘ .

6 Richard Schwindt and Turgut Var "Structurg of the BritLBh
- Columbia, Washington, and Oregon fiotel Industries--A Conparative

Analysis," Discussion Paper 78-6-2, School of Business .
Administration and - Economics, (Vancouver Simon Fraser -
University, 1978) . M _ - !

7 Juanita Liu and Turgut Var "Information Neéds for Tourism
" Planning," Discussion Paper 19 17-3, School of Business

Administration and Economics, LVancouver Simon Fraser
University, 1979). ' : ‘

and Developmen

1Y 1977):295- 302

ononic eogragvz 53 (

8 Baruch A. gnist "The Impact Er Factorx Size on Urban Growth -
c u

” .
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Affiliation

1 & -

‘Significant and negative correlations uere;found for the

direct and total REGs with degree‘of affiliation at the .05 »

PN

levell/Once again this result was due to the significantly

higher import contgpt (a11 ‘at ‘the 001 .level) and also the 10wer‘

- proporiion of~other value added ‘for the more affiliated

Fod

rcdmpanies,due,.to gzeeter leakages However, their high wage
ratios ﬁend to lessen the effects that the leakages have in )
‘ reducing the :ize of the multiplie;s Hence, the remaining l; -
multiplier exhibited oniy weak negative relationships witb the
B levels'of affilietion. y i h
- Because of the aﬁvantages to be obtained through
promptional .and. referral servicgs, it was surprising that
occupancy rates: and loss from the increase in ferry fares were
" not signgficantly correlated with the affiliation variable.
a Analysis of variance showed that the affiliated hotels had a 23
percent higher average occupancy rate than the independent
establishments. (p=.02, see Table 7) However, the results in

this sectiq‘ are not very conclusive because of the small number

of affiliated firms in .the study region.

Ownership
That the total RIG varied significantly with type of

ounership was one of the major findings of the study Total RIG

‘was related with the percentage of shares owned by

87
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nonresidents atythg :O36 level. UsinﬁLahalysis of variaﬂcé, it~
was shown that thére are.significant differ?héeé in the value of
RIGs bégween the loéally—owned versus externallyJOHned i
oﬁ?rgﬁions(a; the .013 level. The stﬁdy also fdund sfgnificanpiy

2

higher ‘import content but lower'other leue-added ratios for the
externally-owned firms. In'cdntcg;t with the other %indings,"
Qaée conﬁent did not vary significantly yith'qunership. These
-result§ cénfifm the previous findings in the literature tRat the h
externally-owned companieslhavg lower income multipliers beegﬁsg

<

of smaller linkages in the local economy. » .
In addition, the data showed that finhs that Were ag‘ieast

50 percént oﬁned by outside ihtérésts,.including'pﬁose;iﬁ!B.C.

and in the rest of Canada, captured 75 percent of the éarninés

; of the hotel industry in metropolitan Victoria. Although,the

income multiplier values were smaller for the oytéide firms,'

[ ] ?

they provided substantially more household income and”jobs than
the locally-owned ones.
The findings of this study-agree wi@h those in a study o?
the industrial structure of the Vanc&ﬁver hotel industry. The-
study found that about 78 percent of thgfuniF-cépacity f hotels ' e
with 200 or more rooms is linked to for%@qp Eprimarily Am can)‘ .\;

interests.9 ' - L ' ; ' »

- s = - - -

9 Schwindt and Var, "The Structure of the Br{itish Columbia,
Washington and Oregon Hoftel Industries,™ op. cit.
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?; kﬂlthough‘tﬁevpercehtage bf wages to total révénué is
significantly hiéher for the largpy establishments thén.the
smé;ler ones, the RFG coefficients ére‘significantly higher‘foF'
theiﬂatﬁer‘iypel Thfsris probably due to economies of iagbur.in
the largér estaﬁlishments} ;nd the fact that the proprietor's
saiary was~notviﬁcludéq in Qégesband salaries, thus distorting
the wage percentage eséeciallj for the. smaller owWwner-operated

‘establishments.10 o B PR
Simglé correlétioﬁ:apélysis showed that the total

gove;hmenfurevénue éoefﬁicient wés §ignificaﬁti§ and.nggativeiy

: corf'elated to fagii{ﬁy type (r=-.73, b:.OOI), g;taﬁlishment;sype

(r=-.53, p=.001j, fbdd arid beverage ratio ([5-.58€ p=.001),

- R

‘size{r=-.31, p=.021) and scale (r=-.62, p=;opR); but nof to the
‘room;rgvenue (r=-.07) or profit‘krz.ou). ¥urther examination
,shows thét these results ;ere due to -the larger propértion ?f
;evénues paid by the nonliceésed, the smaller and-motel -
establishments to the muhicd§a1 ang prdvincial'gbvqfhmgnts.
'Althouéh it is not the purpbse of this study to 1nvg§tigate'tax
structure, these findings suggest that these types of
estaﬁ%ishments carry a_greatgr pax bu}den in relation t§ their
sales volume than de fhe‘licensed, the 1¥rger, and hotel
esti?lishmeﬁtsw

- . - - - - - -

10 s this'tends to lessen-the usefulness of the wage ratio, the
REG i8 considered  to be a better measure of labour-
intepsiveness.

, " . ; .-
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.
Exqension of the Model
P :
e

In equation (12) (page 39) the Archer model was modified to

v , v
include weighted value-a

-

dded elements for the accommodation

sector as an alternative to the approach using overall sums. In-

this way it is possible to reflect differences within the

accommodation sector due to variations in organisati type by

relaxing the assumppion of homogeneous production functions.

Since the total RIG coefficient'was significantly related

to the ownership variable by both analysis of variance and -

. edrrelation analysis, it was used as therbasis'for weighting the

accommodation coefficients. As was ‘hypothesised, the @ethod
using overall sums pverestidates the income multiplier for
accommodations by 7 percent and the total tourism income
multiplier by 1.7 percent. (see Tables 14 and 15)

The 38 locally-owned éstablishments:represen{ 84 percent of
the sample, while the extéfnall&-owned ones;:which gre.at'ieast
50 percent owned by nonresidents, capture 75.4 percent of the
market share. Thus, the overall-sim method tend$ to
underrepresent the impact of the'externally-ouned
establishments. Since the weighted method corrects for this, the
weighted value df,"684 was used to calculate the tourisé '

multipliers presented in the next section.

90 .
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: TABDE 14

]

A COMPARISON OF, THE LOCAL VALUE-ADDED ELEMENTS OF THE
ACCOMMODATION SECTOE BY USING DIFFERENT METHODS OF AVERAGING
(Per 1$ of Tourist Spending)

-

-~ ‘ P

-r

Induced -

[] ] ] ] [}
! 1 1 ] J .
N ) "1Percent of! Direct | Indirect! ! Total
Method .1 Receipts | Income | Income i Income .-jIncome
- T ~T T T
Overall sum ! booLm3 0y o134 7 .189 - F .736
JWeighted by ) | ' ' i ' ) A
“ownership.type2 | b | S b
Loea,lly-.owned3: 24.6% | .4um T 143} .202 I 787
Outside-owped | 75.8% | .366 | 118 E 167 5 651"
t ) o [}
! | M| I [} .
Wgt. average! i .384 i . 124 i .176 | .684
o ' :i' | |
: — : 7 : T
Percentage £ : i ,f_’f} P i
difference | i =7.0% | -7.5% 1 -6.9% | -7.1%

v

1 Transactione of all esfablishments”are added together.

2 Classification by ownership was, significant at the 0]3 level.

3 Locally-owned establishments are more than 50 percent owned

by Victoria residents.

)
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"Differential Tourist,Multipliers :
| . o

-

'ﬂ».., D - — . ’

—

‘-

Thisg section presents'the tourism MUltipliers for income,

employment “3nd transactions, as J§11 as the other input

,’V‘\‘

‘coefficients of government revenue and import content. Qnoe

these have been estimated, then the impact of tourism is

determined by applying the appropriate multipliers to the 4

. : . : 7 :
expenditures of the vgrious types of tourists using equation (5)

(page 34). Ehus} comparisons of .the relative contribution»by
various types of tonrists to the total amount of household
income, jobs, s\ies, government revenues and imports can be
made. The amount of direct income and jobs generated by the

accommodation sector can also be determined. -

o

Househeld Income and Sales

-

For every dollar of tourist\spending, 65 cents of householdk/

income is generated in metropolitan Victoria Only 31 cené) isl

\direct income, demonstrating the importanie of the secondary

effects. Daytrippers generate 64 cents compared to 65 eents for
overnight visitors, representing a slight 1.5 percent |
difference. On the other hand day-trippers generate $1.53 of
sales in the local economy for every $1 of tourist spending,

compared to $1.50 for overnight tourists. Theseydifferences

reflect;the greater groportion of ‘expenditures by day tourists L

’
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' Table 16) 5 - ' f;;‘ o C .

by Vancouver Island residents. This confirms the importance of

’

on:retail_saI;; and‘transportation, but lessﬁon.accommodation
which has a relativelyohigher income coéfficient. (refer to

. c‘q

In. 1977 tourism generated sn1 983,000 direct household
iné:me, and $87 297 000 total hoaﬁehold income in Viotoria (see'>
Table 17) Ninety-six percept of household income was generated'
by overnight tou?ists uith only.15 percent of—this contributed Y

nonresident overnight tourists. In addition” a total of

. $203,093,000 sales’was generéted in the local’ economy by the

$135,000, 000 tourism revenues in that year. (see Table 25) This

rrepresents about 10 percent of the gross regional product in

.

metropolitan Victoria :
The importance of the accommodation sector can be seen when

[4

the d rect RIG co%ffrcient is disaggregated into its

' accommo ation and nonaccommodation components while only 22

accommodation.

percent of the average tourist dollar is spent on lodgings, N

Tables 18 and 19 show that 27 percent of direcb income is ,' -

generated by hotels and motels, which was $11 093,000 in 1977. 1( |

Out of this améunt the relative con;’ibution df the hotels \r

by ownership categories can be determined Although

—locally-owned establishments capture 35 percent of the market

share, their contribution to total usehold income is 28

' This reflects the inghtly higher R

.coefficients for

b e anananid

 r s medns,
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v oo ’ . / TABLE 18 - S * ' -
. THE ACCOMMODATION AND NON-ACCOMMODATION COMPONENTS

N . ~ OF (THE DIRECT INCOME COEFFICIENT FOR VICTORIA
‘ : \> (Per- $1 of Tourist Spending) :

. . Non-
Category of Tourist Accdhmodationt accommodation Total ,
Overnight Visitors ’ SRS )
Nonresidents ' -089 SZ25 w314
Van. Is. residents .059 . .240 .299 .
~ Average .085 - .227 T 3%
Day-trippers .019 - } .2T1 . 291
B J . ;- e e - —
All tourists = . .082 . 229 ‘ .31
1 s f
b . [y > ' - -
-~ TABLE 19 N
: A , THE ACCOMMODATION AND NON-ACCOMMODATION thPONENTS
’ . OF DIRECT WQUSEHOLD INCOME IN VICTORIA 1977
. .(Money Amounts in Thousands of Dollars)
T =
‘ o ——— . —
. | Total
R Category of Accommodation Non- . Direct
‘ B Toyrist : ' : accommodation Income
(\ X . . i L i
, Overnight Visitors ) | p !
a , _ Nonresidents . 9,816 24,731 34,547
Van. Is. residents 1,181 : 4,802 5,982
- - - Total - 10,997 29,533 ~ -40,530
- ) IV
Day-trippers 96 1,357 . 1,453,
— All tourists " 11,093 30,890 41,983

q
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percent or $3,126,000, Howeger, it is apparent from Table 20
that ost of the .direct income is. generated by the

externally owned lodgings - $7,9€7,000.

Employment

-

Tourist employment multipliersawere calculated by using

equations (14) and (15) (pages 41 and 42). The’rasults in Table

'21.show that one full-time job is created for every $10,000 of

- - ’
tourist spending. Contrary to ‘the results of the income <«
multipliers, the value for the multiplier for the day-tripper is
12 percent higher than that for the ovérnight visitor.

Similarly, of the overnight visitors,‘residents of Vancouver

Island generéte 4 percent more jobs per.unit of spending‘than do~

‘non-residents. These results reflect the higher propensities of

: \
the transportation and retail sectors to generate jobs compared

" to the accommodation sector. As in the case of income'»'
generation, more jobs were‘provided by the secondéry effects
,than by direct tourism revenue.

The impact of tourist expenditures on employment can be
seen in Tables 22 and 23. In 1973 tourism generated 6,317 direct
jobs and a total of'13,791 jobs, asva result of the multiplier
effects. Further investigation reG!als that 16 percent of the
direct jobs, or 997 were provided by hotels.

The 6,317'direct jobs (in fullftime_equivélents) can be

v
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TABLE 20 . >,

*THE RELATIVE CONTRIBUTION OF ACCOMMODATION GROUPS TO DIRECT 7
HOUSEHOLD INCOME IN VICTORIA, 1977. .
(Money Amounts in Thousands of dollars)

Total Revenue- Direct Household

] ] ]
! | - I
‘Type of P i Directs i
Ownership | i Income H Income
! $ . % | Coeffilient | $ % o
- - -7 T — B
| | ! .
Locally- i } i oL , . \j
Owned ¢ 7,084 24.6 ) . .4m I 3,126 o 26.8
] [} )
| ) i
Outside- o S : ' . -
owned i 21,766 75.4 .366 i 7,967 73.2
I T
Total : 28,850 A 1000 | . 384 : 11.093 ° ~ 100.0
TABLE 21 / L .
"™ EMPLOYMENT MULTIPLIERS FOR VICTORIA
(Per $1,000 of Tourist Spending)
< %
Voo Direct Employment ' b ..
Category of ' . "4 Indirect | Total
Tourist ' Non- i i .
| -Accomm- accomm- : i Employment }EmpXoy.
i odation odation Total | i
. B - ! ] -
Overnight Vis.| : 3
iy Nonresﬁaent H .008 .038 .ou6 | .022 VL1101
Xan. Is. res. | .005 .043 . .ou8 | 025 1 .105
Average i .008 .039 .046 | .023 E . 102
] '
[ ) | . i
Day-trippers | .002 . 054 .055 | .026" V.14
; T ‘T .
All Tourists ~ {* .007 .039 VLY .023 Po.102
. o
' | -
) »
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TABLE 22

THE IMPACT OF TOURIST EXPENDITURES ON EMPLOYMENT

-
[

"IN _VICTORIA, 1977

v

H H
\ i Tour.ist P Number of Jobs
Category of i Expenditures | . ,
Tourist o | : i , In- In-
" % of Amount | Direct . direct duced Total
i Tonal ($mm) |
. T : [E T — :
Overnight Vis. ’r\ i Lo -
Nonresidents i 81.5 110 i 5,073 2,469 3,572 11,114
Van. Is. residents] 14.8 20 | 966 492 650 2,108
Total _ ! 96.3 130 ¢ 6,039 2,961 4,222 13,222
* ' ]
1 '
Day-trippers ' .7 5 i 277 129 162 568
R -
All tourists 1100.0 135 i 6,317 3,090 4,384 13,791
TABLE 23
THE ACCOMMODATION AND NON-ACCOMMODATION COMPONENTS
OF DIRECT EMPLOYMENT IN VICTORIA, 1977
* ) ﬁ N .
Category of Accommodation Non-accomm- Direct
Tourist odation Jobs
Overnight Visitors
Nonresgaenfs 882 4,191 5,073
~Van. Is. residents 106 860 _ 966 -
Total 988 5,051 6,039
Day-trippers 9 269 277
All tourists 997 5,320 6,317

100
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- : s
compared with es imates for Vancouver Island. In 1976 it was
estimated that/ there were 11,400 full-time and part-time
employees in the tourist industry in Vancouver Island with 38

percent of these in the accommodation sector.12 The estimate for

1978 is that 27 percent of the jobs were created by the

accommeﬂ%tion sector.13 ' -

“«
Governmeq%_Revenue and Import Content
-\‘\.‘ : . .

Estimates for government revenue and imporé{coefficients_
were deriQed from equatién (10) (page 38). Tabi; 24 shows the
direct and total multipliers for thé three levels of government,
and for imports of goods and servt%és. The overnight ;isitor has
the greater propensity to generate direct municipal, provincial,
federal taxes, as well as total government paYmenﬁS, than does
the day-tripper. On the other hand, both direct and total import
content is higher for the day-tripper. The mult;plier for total
government re;gnue is .213 and for total‘import content .339 or

34 percent per dollar of tourist expenditure. A

Direct governmept revenue generated by the tourist industry

in 1977 was $18,148,000, compared to total revenues of

12 Tourism B.C. Vancouver Island Tourism Facts Book 1977,
Victoria, Queens's printer, 1977), p. 53 -

'3 Alex Tunner and Tom Tsang, British Columbia Tourlsvaodelz

Travel Industry Outlook as of September 1978, (Vancouver: B.T.
Research, December 1378), p. 6. .
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$28;7NB,000, éonsisting of municipal (11 percent), provincial
(25 percent) and federal (64 percent).'Thevrelqtive contribdlion
bf ovefnight t&urists to each of these three ievels of
government was about 97 penpeﬁf?\(see Table 25)

 v‘The diréct multipliér estimate is consistent with the
336,000;000 direct government revenue for Vahcouver ISland,
since about 50 percent of the tourists who travel to the Isiand'
visit Victoria. However, the corresponding breakdowns by levels
of government is municipal (31 percent), provincial (31 percent)
and federal (38 p?rcent).19 The 1977 estimate for tax revenues
for the Province was $80,000,000.15

Direct imports in Victoria in 1977 amounted to $18,946,000,

while total imports were $45,790,000 or approximately one-~fourth
of total sales created by tourist spending. In this case the
cumulative secondary multiplier effects contribute an aﬁount

greater than the direct import content.

Sensitivity Tests .

Tests of reliability in the previous studies have shown

that the regional tourism multiplier model is robust in that it

is able to withstand slight changes in the propensity.to

rism B.C., Tourism British Columbia Marketing Plan
980, (Victoria, 19797, p. 5.,

1979/1
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consume (C) ‘ang- the proportlon of hogsehold spending in the

'~ local area (2).16 (refer to equation (5), page 34) In this

study, sensitivity tests for the ?do most unreliable estimates
(leakages from the other value-added and import ratios) were
scenducted for the accommodation RIG, the tourism multiplier, and
to?ﬁ%'household income. The resulté éan be seén in fables 26 and
27.

The tests show that 5 percent increases in leakages from?
the other vélue—added’ratio decreased the values of the
accommodation multiplier, the tourism multiplief, and household
income by .016, .1017, and $2,184,000 (2.5 percent),
respectively. Similarly, % 5 percent increase iﬁ direct imﬁort
content decreased these same variables by .008, 012 and
$1,587,§BU”(*.8 percent), respectively. Thus, ﬁaﬁe model was

relatively more sensitive to changes in value-added leakages

than import content, although somewhat substantial differences

in income change resulted in béth'éases. Hence the model is

considered to be fairly sensitive to imports and leakages.

In addition, these tests 41so indicate the approximate

gains that could be achieved through strengthening the linkages

in the economy by \ncreasing local factor payments or by import.

substitution. For example, a 5 percent decrease in leakages from

other value-added or purchases of imports by businesses would

16 See, for example, Archer and Jones, op. cit.; and Henderson
and Cousins, op. ci
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TABLE 26

SENSITIVITY TESTS OF CHANGES IN LEAKAGES FROM LOCAL VALUE-ADDED
INCOME INTERACTIONS 1IN VICTORIA

—_

/ -

Other ( Household Income
Value- Accommodation Tourism '
Added Multiplier Multiplier Pct. diff. from
Leakages ‘L ~ $('000) estimated-value
-.20% 754 .715 96, 424 10,5
-.15% .736 .697 . 94,082 7.8
-.10% -y .T18 .680 91,780 5.1
-.05% s L7701 / .663 89,519 2.5 .
Estima .684 .647 87,297 .0

.05% ' .668 630 85,113 - 2.5

.30% .589 .554 TH, 734 . -14.4

.55% - .517 . 483 65,173 - -25.3

1 Other value-added consists of rent, ihterest and profit, but
not wages. . « -

Note that as leakages increase, the values of ﬁhe multipliers
decrease.
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. TABLE 27 ”
SENSITIVI?Y TESTS OF CHANGES IN IMPORT CONTENT
ON INCOME INTERACTIONS IN VICTORIA '
Household Income - -
Import Accommodation  Tourism - o ﬂ ‘. -
Content  Multiplier Multiplier K- Pet. diff. from
| C : $('000) estimated value 4
-.50% .797 .801 108,147 .« 23.9 3
~.28% .733 T4 96,409 10.4 |
-.10%+ .703. .672 ¢ 90,689 3.9 :
-.05% .693 .659 88,956 . - 1.9 o
Estimated . 684 .647 < 87,297 - .0 ;
.05% .676 .635 ‘ 85,710 . - 1.8 :
.10% .668 .623 ~ 84,189 - 3.6 :
.25% .66 .593 ., 79,981 - 8.4 {
X .50% .615 .548 ' 73,945 -15.3 " ;
R - ?
B i
‘?,‘ -~ .
. - ,
Y - . h
- \ : ‘ j
rs (///l ]
. ) \
—
N | \L
= & 7



*

/‘_\

N

L Eo .
. bring about increases in Victoria's

» . . . ..

B . : wa
- X D‘. - - A . -

household 4ncome of;
\ .

$2,222,000 or $1,659,000, respectively.

- o

Comparison withAPreviops CaSe Studies

The tourism muitiplietg for Victoria can be compared wifh
es&}mates in other caSe'stuaieS using the Archer method in fable'f 
28. The esﬁimate for the#Victoria multiﬁlier of .647 falls below
the Caribbean estimates but exceeds most 9f thoSe of the Gféat
Britain studies by a‘ fagtor of‘2. Howevez) therg dre
geographical asrwell as methodolégical reésons why this is so.
Altﬁough Victoria is located on an'islani, its economy is more
diversified than those in the study a}eas in the United Kingﬁom.
The greater intefdepgndehce ahd diversification of the Victoria
economy is evidenced by the highe; ratio and transactions |

multipliers.-

il

Other studies do not agreé entirely with the finding that

the incomg multiplier for'day-tripperi is lower than that for

~?

overnight visitors. Only three out of the other five studies!

show this relationship, i.e., those .on Keswick, Gwynedd, and

4

Tayside. ' -

The govefhment revenue coefficients are similar to those

%or the Caribbean study which focussed on government

expenditures. However, the total iﬁport coéff;cieni:for Viectoria
4

.1s half that of those found in thé'Caribbean{ ﬁhile this latter

-
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- TABLE 28

" A COMPARISON OF THE VICTORIA TOURISM MULTIPLIERS WITH THOSE
PRODUCED IN OTHER STUDIES USING THE ARCHER METHOD

Income Multipliers Employnen Multipliers
: . . . ) . ' . - -
N . Al Over- | Day \\“‘T All ovér- ay
- Tour- Night Trippers Tour- night treppers
ists ists N : .
(per unit of tourist - (per $1,000 of tourist-
. ii}EE:ditu‘re) expenditures)
Victoria 1977  .6%7  JeN7T  .637 . .103  .102 114
Bermuda, 1975 1.100 ‘ | <
Bahamas, 1974 .782 (per #1,000 of tourist
. ’ \:::> . : - spending)
Keswick, ’ ! .
Cumbria, 1976 . 348 .371 . 302 .14 144 . 139
Cwynedd, N. }
Wales; 1973 . 368 .324% - .303
A : o ‘ ’
East : : !
Anglia, 1975, .349 . .339 L4779
Greater” o
Tayside, 1973 . 319 . 321 . 292 . 192 141 . 153 .
Cardigan- . .
* shire, 1973, B -310- 317 « (J
Anglesey 1970, .25  .25% ¢ 48 4g*
o ‘TContinued on mext page) L
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Table 28 (continued)

Ratio Transaction Government Import
Multiplier Multiplier Revenue Content

(per $1 of tourist

{ spending)
Victoria 2.078 1.504 .213 .338
Bahamas .23 oL T2
Bermuda 21 ‘ .66
Keswick ' .
Gwynedd 1.34 1.16
T . . ) L R

SOURCES:

Brian Archer, "The Anatomy of a Multiplier," Régional Studies,
10 (1976):71-7T7.

Brian Archer, Tourism in the Bahamas .and Bermuda: Two Case
Stddies, (Bangor: University of Wales Press, 1977), pp. 35, 43,
- .

/

\ . .
Briap Archer, Tourism Multipliers: The State of the Art,
(Ban : University of Wales Press, 1977):05-60.

B. H. Archer and K. R;f3ones, Tourism in Aggleb!, Keswick and
Sedberg, (Bangor: Institute of Economic Research, 19¢7), pp. 68,
78. : '

Brian Archer, Sheila Shea and Richard de Vane, Tourism in

Gwynedd: An Economic Study, (Bangor: Institute of Economic
Research, 197H), pp. 17-1g, he.

Tourism: A Case Study in Greater Tayside, (Edinburgh our ism

David M. Henderson ard R. Lee Cousins, The Economic Imgact of
and Recreation Research Unit, 19757, p.- 121. -

#FEstimate refers to hotel guests only. <~\\
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result can be explained:by the broader base of the Victoria

economy, it does not explain why the Victoria income multiplier

is smaller than tﬁdsé for the'Bahamas or Bermuda.l7

hY

Summary

This chapter has presented information on the multiplié\

effects of tourism in the Victoria Metropolifan ‘Area. Based oq\
the survey data for 45 hotels and moté&s, as ;ell as other

published infofmation, regional income coefficients were‘derivé\
from a medest input-output analysis of the Victoria econonmy. 1e

—~ ‘ , ,
«mhlgipliers for the service sectors were generally higher than

for the primary and secondaky’sectors. That the conventiona%
method of summing Qb'the ackommodation sector overestimates the
regional income generation coefficient was confirmed and |
therefore, the accommodation multipliér was adjusted from .736
to .684. This'latter figure w;s 36 percent, higher than the
composite regional mpltipiier of .502. The employment multiplier

for the accommodation sector was .084.

On the whole, the direct, indirect,. and total RIGs and REGs

]

for the acéommod;tion séctor were-negatively correlated with the

oréanisation variable3, indicating that size and industrial

.
———————— - - - - - - -

17 The methodology varied from the other studies since household
leakages. were incorporated in the propensity to consume

variable.

{ [
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organisation'do have some explanatory powers, thereby'cddfirmipg
the hypotheses of this study. In parfic ar, there Q;re st}ong
inverse correlations for the REGs anq VZTLme measures. Houeyer,‘
some positive relationships were-founa for the indirect RIG,

. indicating that thé‘hotélg with high food and beverage ratios
generate more indirect income anq sales per tgurist dolar to
the local ecoﬁomy, than do those with lower ratios. On the oghér\
hand, onily-about one-fhira of the pbssible relationships ;f/;he
multipliers with the organisation variables was signifieant,

"A puzzling result was the highly significant negative
dorrelations obtained for government payment;. It was found that
the smaller, the nonlicensed, and the motel-type establiéhments
paid a greater‘proportion of their FZVenues aS municipal,
provincial,'ahd total taxes. | ~ .

The regional toﬁ; sm income multiplier for Victoria was .65
per ;ourist dollar and the emgﬁpyment multiplier was .10 per
$1,006 of tou;ist spending. The tfansactions, governﬁent
revenue, and,;mport coefficients pér $1 tourist dollar were 1.5,
.21 and .34, ;;spectively. Overnight visitors spend relatively
more on accomﬁodatiogf;nq less on transportation and retail

_ : “_ .
purchases than do day-trippers. These spending patterns hawe the

eﬁfect of producing slightly higher income multipliers for
overnight visitors and.higher employment multipliers for
day-trippers. On the whole, overnight visitors'generate more

than 95 percent of the économic activity in the region than do

112°



the da§ visitors.
Including the multiplier effect, - the tourist spending of
$135 million in 1977 generated approximately‘$87 million of
household income, $203 million of sgles, 14,000_jobs, $29 ‘
million in government revenues and‘;u6 million sf imported goods
and services in Victoria. (see Figure 8) The importance of the
accommodation sector isjévident,jéince it generated 27 éercent

of direct income fnd 16 percent of direct employment.

=
.
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V. CONCLUSIONS

Now that the economic impact of tourism ;n the economy of
Victor;g/hé% been determined, the study proceeds into the final:
chapter. This study alludes to the current policy concerns of

fofeién ownership, competition policy, development of tourism
~inf‘rastrﬁcture and small business development. To a lgrge
extent, these issues determined the choice of variables on
industfial organisationl Given the data deficiencies,
methodological limitations, and theoretical uncertainties, it is
stressed that the conclusions drawn frqm'thfs study are only
tentative. As was stated in the %revious ch‘pter, the major ~
findings support the initiallhypdtheses of fthe study. They also
appear to support present government policy directions. However,
care should be taken in formulating policies which are based >
solely on the basis of the size of multiplier estimates. Other
factors, such as capacity constraints, demand faétors, and
regional goals and priorities, are importént from the standpoin:\
of establishing guidelines for regional pSlicy fbrmulation;
This chapter (is divided into three sections. Firstly, th§

major findiﬁés of the study are summarised. Secondly,
recommendations for public action as a resuit of the findings of

the study aré Ebggested. Thirdly, directions fo} further_

research are proposed.
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Major Finding3s>

The major finding in relation to(the differential tourist

multipliérs are: .

J1.» The multiplier estimates for Victoria are genérally higher
than the ;ther studies using the Archer method. This was
e?pected because of the methodological reasons mentioned in
Chapter Two, énd also because of the relatively b;oader 5ase

»of the Victgria economy. However, the results are considered
Fo bé consist;nt with previous findings that the regional
tourism multiplier is low. This can be expected from island
economies, which have high leaka§e elements. The regional ~
income multiplier of .65 obtained in this study can be
compared with thé‘value of .87 estimated for Prince Edward
Island obtained by using an ad hoc model.

2. The results demonstrate the importance of secondary effects,

since more income and jobs were generated by indirect and

induced spending than by direct spending.

3. According to the results, if the goal is to maximise inCOﬂf,
then bvernighﬁ visits should beipromoted. On the other hand,
if the goai is to maximise employment, then day-trips should

be promoted. However, these findings may lead to'wrong

1 James C. Birech, Howard Birnbaum, Robert Jerrett, Louise .

Strayhorn, Tourism Impact Study for Prince Edward Island, Report

to the Province of Prince Edward Island, (Cambridge: ABT
Associates, Inec., 1976), p.10.

116




. "'. \
policy conélusions, since these strategieé may or may not be

feasible depending on supply constraints and market demands.v

The major findings in regard to differential accommodation

multipliers are:

1.

The study shows that different types of establishments have

different leveis of performance. As was mentioned in the &

beginning of the study, there were a priori reasons for

expecting the relationships that were found in the analysis. /
The multipliers for the accommodation sub-sectors were ’ r~‘f’d
expected to vary with size and industrial organisatibn
because of differences in purchaéing patterns and factor
leakages. The findings support the initial hypotheses of the
study, since smaller multipliers were generaily found for
the central, large, affiliated, and externally-owned
establishments because of the higher leakage elements.

X3 a consequence of these dfffergngeSg the hypothesis that
the usual method of estimating thé income multiplier tends
to overestimate it was conf;rmed. The‘model was adju;ted to

compensate for this.

Higher multipliers’do not necessarily mean better ‘ : }

[ 4

performance, nor do they necessarily indicate Jhat ii best . /55//’
for the region. As was péstulated, the lower mulfiplier '

values were also due to economies of scale, particularly

economies of labour. Furthermore, the relative contribution %

-

to the regional economy of establishments with lower

<¥=’ 117



multipliers are much greater than thosé with higher //
estimates. For example, theicesults show that
éxternally-owned lodgings contribute more than twice the
direct income than do those that are lopally-0wned.

4. - Caution must be used in trahslating these results into
public policy. For example, Brownrigg and ériég showed that

~even though the multiplier for a certain accommodation

sub-sector is relatively higﬁ, this does not necessarily
mean that the multiplier for tourists stéying in that type

ofjlodging would also be high. Their accommodation

multipliers for licensed hotels and camping facilitie's were-

.23 and ;67, respectively. However, the tourist income

multipliers for visitors staying in these different’

facilities were identical--.23.2 Archer himself warns that
the wrong policy conclusions can be drawn from the
émult_iplier‘_s and states that the information they provide is
of limited'valueg Ssince-multiplier analysis only provides a
partial picture.3 Finally, the results are onl; useful
>within the context of the goals and priorities of the
region.
3
___________ - - - —— /
2 M. Brownr?&g and M. A. Greig "Differential MuItipliers for

Tourism," Scottish- Journal of Political Economy 22 (November
1975):261-276.

?1grcher, "The Uses and Abuses of Multipliers," op. cit., p.
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Implications for Planning

-

* Establish Clearer Regional Goals and Priorities
_Although provincial marketing targets have been identified

~and‘ promotional efforts have been expanded, there is a need to

take positive steps in establishing regional goals and
‘ o
priorities.# The tourist industry has been subject to the

generally universal trends within capitalism of conglomeration
and the need for better management. Hudson claims that the
concentration of financial 1links is changing the-whole structure
of the industry from individually-made "products" to
sqass-produced articles for mass-consumption.5 The resulting
conflicts of,interest and the competitlon for lim1ted resources

has also brought about 1ncreased government intervention and

control of resources. Tn;/fﬂhdamental considerations for policy

formulation are equity and efficiency.

Additionally, policy directions are often ambiguous.
Diamond relates tourist sectoral output multipliers to four
. ¥ -

objective functions reflecting Turkish planning priorities. The

policy objectives were (15 the maximisation‘of‘income, (2) the

4 J. Liu, "Tourism Research and Policy in B.C.," Proceedings of
the 5th Pacific Regional Science Association Conference,
{(Vancouver: Western Reglonal Science Association, August 1977).

5 Edward Hudson, ‘Vertical Integration in the Travel and Leisure
Industry, ﬂParis Institut du %réﬁsborf_Aenien), n.d-. :
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ma;imisation offemployment, (3) the minimisation of capital and
(4) the minimisation of foreign exchange losses. He explained
how, in some cases, these objectives were jirreconcilable, e.g.,

some industries minimise the loss of forei exchange but do not

create a relatively high amount of income and ployment.6
Some proposed regional goals would be to maximise the‘

bene{}ts for local residents (income and jobs), to optimise

industrial mix (broaden the economic base), to optimise

facilities mix (determine scale of facilities), and to optimise

factor mix (promote local purchases).

- Strengthen the Economic Base

5

This analysis has demonstrated the importance of 1inkage5
to the local economy in generating income and jobs, based on the
premise that greater interdependence in the econemy is desirable

. . 3
for regional development. But it is a much more difficult matter

to determine how this is to be achieved. On the basis of the

study results, three beneficial strategies can be advocated.

1. Strengthen existing linkages--although the limited economic

possibilities of is ’d economies presents particular
challenges, Victpria does have indigenous secondary industry

such as food processing, printing, and transportation

6 J. Diamond, "Tourism and Development Policy: A Quantitative
Appraisal," Bulletin of Economic Research 28" (May 1976):36-50.
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equipment. Possibilities of—making local ghrchases should bp“

encburaged, particulérly at the wholesale level.
2. Establish new linkages--this is muych more difficult to

accomplish even -though present goJernmeQﬁ policy of offering

-

incentives and concessions to private industry apbears to be.

"the most promising way‘to broaden the economic base through

diversification.

—

3. Control leakages--this straﬁegy is much more cOntentiouS
than the bfevious two, sinpge restrictiong on trade and’
foreign control of capital are iikeiy tb¥ie'resisted by the
business community as a whole. » ‘ |

It has been shown that small decreases i&\leakages could result

in the additional geﬁ%ratioﬁAof millions o} dollars in household

income. For these reasons, i£ is felt that efforts should be
made to increase the backward and.forward'%inkages in the

economy, for example, by diversification and import

substitition.

-

~Reappraise the System of Public Assistance
It is recognised that inequities can never be entirely

eliminated. Nevertheless, thq study résults suggest that tax

policf should be reappraised to see whether the tax burden falls

unevenly on }he small enterprises.

F
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Establish an Information System Basedrsn Supply-Side ﬁata

Traditionally, tourism development g Eategies have been

-

based on demand side data involving ékteniivefvisitor surveys ¢

~

Although border counts:are i{z::;i?t'in determining tourist

-

profiles,'ft is argued that* nformation prov;ded by suppiy

side data is more timely, broader based, and less costly to

obtain. Additionally, it provides information that is more

useful for ﬁglicy makers, as well as hotel operators. (
. - ) .

—_ . -

" Suggestions for Further Reseaﬁgﬁ

L

iimitations, and theoretical weaknesses. Hence, interindustry

This study has been hampered by poor data, methodological

comparisohs were made Qith caution. Moreover, it provides _static
results for‘the.short term, only.

Neyerthelesgjfbﬁis study does provide some first estimates
for the multi}lier impact of tourism in the Province. In
addition, the analysis has beenvextended to thJ level of the
estaﬁlishmenq_in thisrdetailed study'of th accommodatiz;
sector. As such, it represents one of the first attempts to
study multipliers at this level of disaggregation. By
incorporating some concepts in the geographical literature,
as location, linkages, and industrial organisation, this

/ .
empirical investigation represents a contribution to the m

as well as macto, level of planning.
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There areﬂseveral ways in which ‘this study could be

extended and improved. A A -

1.

—e e s e e, e _—em————

: . , , .
Improve the data base--The inclusion of better data would

improve the reliability of the estimates and comparisons

o)

Extend the study--The study @ould be extended to include

g;her/tourists Tcampgrounds and recreation vehicles), the

f

other tourist regions in the Province, and levels of
regional aggregation. The techni%ues could also be used to
evaluate the impacts of new projects or proposals.'Spatial
concepts“could also be applied more specifically to the
geographic distribution of benefits, e.g., distance-decay
concepts or length of linkages. The model could also be

transformed into a dynamic one by incorporating a dynamic

‘feedback mechahism similar to the'consumption feedback

mechanism developed in previous studies. Along these lines,

dynamic capital flows could also be investigated.

Apply other planning models--the results of this study could
be incorporated with other economic¢ studies using' ‘
benefit-cost'analysis or decision modelling to provide more
useful information for policy’formulation |

Develop better theory--this study has demonstrated the need

for a more solid theoretical foundation for economic

development based on ‘the tertiary sector. It is argued that

the tourist industry is a capital-intensive despite the

: ©
amorphous and diffuse nature of the tourism commodity. Until

123




-

S

the role of tourism in stimulating development becomes

v clearer, studies of this nature have only limited’

&
usefulness.

-
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Added  IGeneration

. TABLE 30
SECONDARY INCOME GENERATED BY HOUSEHOLD SPENDING -.
‘ (Per Dollar of Household Spending) .
H T H
Category of i Expenditure | ~Sector | Induced
Expendi | Pattern i Value-~ | Income
[} ]
1 !
| |

- 1 (X2) (V) 1(XZ)x(V)
H - H
Primar i .003 d . 287 I .001
Construction | .003 ! 415 ' .001
Manufacturing | .083 i . 327 P .027
Wholesale 1 .035 i .196 i .007
Retail g .099 ; .35t 1 .035
Transportation ‘ | .030 : .524 i .016
Communications and utility | .0l49 ' .555 1 .027
Finance ! 122 ! .730 ' .089
Service i 134 i . 440 I .059
Restaurant g .017 | .555 i .009
: T T
Induced (second round) i . i VL2
] ] [}
] [} ]
Induced (subsequent rounds)| | I .075
] [] ]
] ] ]
Total ! | V.36

SOURCES:

H. Craig Davis, Interindustry Study of the Metropolitan
Urban Land Economics Report No g, University

Vancouver Econom
of B.C. Vancouver School of Community & Regional Planning,
1974), p. — —

Statistics Canada, Urban Family Expendiiures, 62-544, (Ottawa:
Ministry of Industry, Trade and Commerce, 1975), p. 16.

\
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TABLE 31
CLASSIFICATION AND CODES OF ACCOMMODATION GROUPS

- ' ‘
Classification Variables#* Code

Type of facility 1. Facility .1. Non-licensed’
12. Licensed
6. Ratiol of food and
bevergge revenue
to ro revenue
Location of 2. Location . 4 Highway 1A
establishment 2. North downtown
3. Downtown
b ]
Type of 3. Type 1. Motel
estabyishment 2. Hotel
Type of 4, Affiliation 1. Owner-
affiliation -.operated
2. Hired-
~ management
3. Referral
4. Franchise
) 5. Chain
Type of 5. Ownersﬁip 1. Locally-owned
ownership 2. Outside-owned

13. Percentage of local
ownership

(Continued on next page) . .
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TABLE 31 (continued)

CLASSIFICATION AND CODES OF ACCOMMODATION

A

Classification Variables® )
Class of hotel 7. Roomrate
Size of 8. Number of units
estabfﬁggment
Scale of 9. Total revenue per unit
establishment
10. Toom revenue per unit-
Return on 11, Profit before - 5%\
operation depreciation \j
per pnit
Level of 12. Occupancy rate
occupancy

- L4
( -
* Numbering of variables corresponds to the order in Table 32.

/ " \
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TABLE 32

MEASURES OF ASSOCIATION OF.THE ORGANISATION VARIAB.

) . 1 2 3 4 5 6 7
1. Facility 1.00 ‘ -
2. Location .69 1.00
XX
- . "
3. Type 1.0 .82 1.00
M . XXX XXX »
4. Affiliation .38 .28 .44 1.00
5. Ownership .44 .63 .29 .29 1.00 &
6. Food and .92 .41 .79 .21 .24 1.00
beverage ratio +++ ++ +++
7. Room rate .07 .27 .05 <37 .06 -.17 1.00
+ ++
a .
8. Unjits .55 .39 .67 .49 .01 .14 .32 1.
+++ ++ +++ +++ »
9. Total revenue .83 .53 .75 .25 .18 .78 - 36 <3
+++ 44+ +4+4 + LA 1o *
10.: Rboms revenue .16 .26 .12 .35 -.07 -.21 .84 .4
- . *. ‘ +*. *A N *
11. Profit .26 .31 .31 -.19 .16 .38 .24 .1
+ + C o+ "9
12. Occupancy . .16 .21 .18 .21 --.18 |-.26 .31 .2
///’ : Y * *
N v . 1 ’ -
13. Percent local .-.21 -,27 ~.20 -,23 -.78 -.05 =~-.09 '-.1
ownership » +  t++

NOTES:

Values within the first five rows and columns are gamma coefficient
variables (X). The coefficients within the remaining first fi

.-Spearman correlation coefficients for ordinal with interval va
Values in columns 6 - 13 are Pearson correlation coefficients

ratio variables (*).

Levels of significance are denoted by :
X, +, ® significant at 0.05, XX, ++, ** gignificant at 0.01, a

XXX, +++, *** gignificant 'at 0.001.

Refer to Table 31 for variable codes.

.Excludés extreme case. ) 133
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L TABLE 32
EASURES OF ASSOCIATION OF THE ORGANISATION VARIABLES _
1 2 3 4 5 6 - 1 8 9 10 11
1.00
.69 1.00
XX
1.0 .82 1.00 \ :
XXX XXx \>
.38 .28 .44 1.00
‘. -
.44 - .63 .29 .29 1.00 ‘ .
.92 .41 .79 .21 .24 1.00
++4+ ++ +++ \
.%
.07 .27 05 .37 .06 -.17 1.00 . £
+ ++
.55 .39 .67 .49 .01 .14 .32 1.00
+++ +4+ +++ +++ *
.83 .53 .75 .25 .18 | .78 .36 .36 1.00
+4+ +++ +4++ + LA L *
.16 .26 .12 .35 -.07 -.21 .64 .40 .36
+ +4+ LR R LR ] * %
.26 .31 .31 ~.19 .16 . .24 .15 .54
+ + + y *a’ ' LA
.16 .21 .18 .21 -.18 -.26 .31 .26 .14 .75 .22
* * * t R X |
%
-.21 -.27 -.20 -~-.23 -.78 -:05 -.09 =-=.17 -.01 -.01 -.06
+ +++

e first five rows and columns are gamma coefficients far ordinal
X). The coefficients within the remaining’first five columns are
rrelation coefficients for ordinal with interval variables (+).
olumns 6 - 13 are Pearson correlation coé?%icients for interval or
. -

bles (*). S

icance are denoted by: :
nificant at 0.05, XX,,.,++, ** gignificant at 0.01, and
** significant at 0.001. '

: ~
}1 for variable codes.
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TABLE 33
PEARSON CQRRELATIbN MATRIX OF THE TOURISM MULTIPLIERS AND SELECTED VAﬁIABLBS

LN

1 2 3 4 5
a * o
Direct RIG 1.00
Indirect RIG -.43 . 1.00
* &
Total RIG .93 -.07 1.00 :

Ty %
) vy
Ratio -.84 L7 -.63 1.00 ; —

Multiplier L T
Transactions. -.38 .94 -,03 .67 1.00
§ Multiplier ik LR LA A
Direct REGP -.13 .33 .-.02 .35 .18
L ] - | X
Indirect REG Co=.37 .87 "-.06 .68 .70
. ' LR 2] *hw L E B ]
N ’ N
Total REG -.20 .48 ~-.03 .45 .31
* % * LB B ] *
J
Municipal -.07 -.05 -.09 .09 -.30
) - » *
Provincial -.16 -.20 -.26 .06 -.37
- * * %
Federal - -.19 -.22 =-.30 -.07 =-.12
L ]
] . )
Total Govt. -.19 -.20 -.29 .07 -.42
Payments * LA
Direct Imports . '=~.23 -.29. -,37 -.05 -.21
* * % .
Wages .06 {109 .10 -.08 729
N N »
Other Value .62 ~-.36 .54 -.50 ~-.48
.Added hhw T TR T T
Ferry® -.21 .30 -.11 .32 .21
» - . [ ] )
NOTES:

and *** gignificant at 0.001.

aRegional income generation coefficient.

b I
Regional employment generation coefficient.

£ . ‘
Percentage loss due to the doubling of ferry fares in the summer of 1976.

.46

.98

Thw
4" .

- .16

-.05

.22

-.25

-.19

.06

1.00

.62

LA B

.07

-.38

.08

-.31

-.23

-.07

h>.]
.

1.00

.20

-f13
.21
-.29
-.22
.04

.37
' T

‘.

.48
T x)

-.32

.81

LR A

-.22

-.51

LR A

.35

LB

e

<15

.79

LA A B

.22

’10(\ 11

.19

35

LB

‘-.40
chw

-.36

Levels of significance are denoted by: * significant at 0.0S, oi sighificant at 0.01,

LR ]

12

-.53

LA R

.29

.15

Variables 9 ~ 15 are ratios to total rovonuo‘plul sales taxes minus depreciati

on.

13
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TABLE 33 v o ) L
| CORRELATION MATRIX ,OF THE TOURISM HULTIPLIERS_AND SELECTED VARIABLES
1 2 3 ' ' ' s | £
. 4 5 6 7 . 8 9 10 11 12, 113 v 14 15 16
1.00 S _ - o
. \ A .
-.43 1.00 J
* & .
.93 ~-.07 1.00 v r
LR R}
q - - ’ >
-.84 .75 =-.63 1.00 . v
L XX L X B L2 ' ’
-.38 .94 -.03 .67 1.00 o
Xk | kAR *hk
-.13 .33 =-.02 .35 .18 1.004%
* LX ] s
-.37 .87 -.06 .68 .70 .46 1.00
'E] LN 'R R} L XR ] 'R} .
-.20 .48 -.03 .45 .31 .98 .62 1.0b
*R % 223 * XX XX .
-. 07 -.05 -.99 .09 -.30 .16 .28 .20 1.00 .
* L ]
~-.16 -.20 -.26 .06 -.37 .31 .07 .29 .48 1.00
* LR * | LB 3 ] .
-.19 -.22 -.30 -.07 -.12 -.05 -.38 ~-.13 -.32 .15 1.00
* L K * *
-.19 ~-.20 -.29 .07 -.42 .22 .08 .21 .81 .79 .22 1.00 ¢
* L B - AN w L2 B
-.23 -.29 -.37 -.05 -.21 -.,25 -,31 -.29 =~-,22 -.26 .19 -.18 1.00
L L B} L L ] ] ]
.06 .09 .10 -.,08 .29 -.19 -.23 -.22 -.51 =-.78 .35 -.53 .26 1.00 N
L] L B B L 8 B [ B ] LR B * j
62 - -.36. .54 -.50 -.48 .06 -.07 .04 .35 .51 ~.40 .29 -.3¢ ~-751.00
.‘.. [ B L 3 B ’... L R X ’ L B4 [ 3 B} L B4 - L B} L & 2
-.21 .30 -.}1 .32-°.21 .30 .50 .37 .33 .14 -.36 .15 -.08 =.27 .07 1.00
® * L 1 3 3 J L 22 L] L R N »
o , ) ’ 7 <~
. _ /
. - “
lcance are denoted by: * significant at 0.05, ** gignificant at_ 0.0},
1ificant at 0.001. .
are ratios to total revenue plus sales taxes minus depreciation. Ny 2.> 2;
generation coefficient. . . ‘ Q>‘ 7&

nent generation coefficient. . L

due to the doubling of ferry fares in the summer of 1976.
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TABLE 34

HEASURES OF ASSOCIATION OF THE TOURISM MULTIPLI
IVARIABLES WITH THE ORGANISATION VARIA

¥

w

-
. . 0
(o) hi i > [ o -& e .3,
- rga llt on_ :; 3 p = oo °
ariable .o "D . - .4 A .
Doponden ° -wa RS 3 ~ o - weo wgY e 2‘ ~ H o
Variable ™ o 2 - ; 8 : 8
: % x & < o & @ o
1. Direct RIG -:02 -.01 -.08- -.14 -.33 | -.09 -.06
. v + - . R
2. Indirect RIG  -22 '=.20 140 -.21 -.06 .37 -.33 -,
) A ' - . } » *»
3. Total KiIG " -.01 -.15 -.11 -.18 -.36 .03 -.20
: . - ] o ++ |
4. Ratio .09 -.16 -.07 -.02 .17 .13 -.19 -,
multiplier. . RN - . ' ;
5. ‘Transactions .  .48. -.07 ., .37 -.14 .02 .53 -.26 -.
multiplier B X T T . ++ e ton o
6. Direct REG -.27 *=-.15 -.20 -.32 -.20 |.-.24 -.30 ~-.
, + ‘ : + B : »
7. Indirect REG' -.15"' -.47. -.24 =-.23 -.14 | -.05 -.40 ~.
L ++3 : ’ e
8. Total REG . -.25, -.22 =-.21 -.34 -.18 | -.22 -.35 -.
- + ’ C ax
9. Municipal -.77. -:37 -.67 -.18 -.22 | -.61 _ -.11 -.
: ++4+ R 5 R T 3 2 _ oo - - » :
10. Prowincial . <.76 -.25 -.64 -.42 .02 | -.42 -.20 +-.
_ +4+4+ 0 -+ +++ ++ L BN
11. FPederal .33 .57 .49 .20 .18 |y .12 .23
.+ +++ ++4 ) o
12. Total govt. -.73 -.12 -.53 -.18 -.09 | -.58 =-.06 -
’ payments +++ .t LA A S 2
13. Direct .32 .28 «26 -47 »34 -.06 «67
imports + + + +4++ + LA
. 14. Wages .7 .49 .72 .49 .11 .42 .30 .
++4 +4++ +++ L+ A b *
- 15. oOther valie -.,52 -.35 -.56¢ -.43 -.33 | -.39 -.28 ~-.
‘ addea - ° +++ ++ 223 +++ + *e »
16. PFerry -.25 -.43 -.41 -.15 -.06 -.11° -.28 ~-.
. ++ .+ .
NOTES : - .

Correlation Coefficients (+). The

Columns 1 - 5 give the Spearman )
significant at 0.01; "+

as follows: + significant at 0.05; ++

Corrélation Coefficients (*). The

Columns 6 - 13 show the Pearson
at 0.05; ** significant at 0.01;

as follows: *® gignificant

Refer to rlblos 31 and 33 for further clarification of the variable
‘ﬁh:huha axtreme case. ‘ ST '
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TABLE 34 o J . :

E : ' :
MEASURES OF ASSOCIATION OF THE TOURISM MULTIPLIERS AND SELECTED a
VARIABLES WITH THE ORGANISATION VARIABLES ‘ g
. . , « [
o . N
° o
S -~ a, [ > [
> = & - L & 3] 3
) o ] < £ oo o © o g 80
= - -~ [ o 8-~ - < 3 -} + [ ] P
- rs] . -‘: * N . LR . -0 Ea ] o - oo R v O~ “
-t ~Na oo < WMo wvooows ~§ @® o om0 OEBQO AW ~N 3 moue
v 0 a - £ o> o - 8> ~ 0> H o0, ~ 0 -~ O
m o > - 3 ow o £ 00 ) - 0 v 0
fu | & < 0 @ [ ) 1 X4 ("3 Y o N
02 -.01 -.08 -.14 -.33 7} -.09 -.06 .20 -.05 -.03 -.22 .03 .17
+
22 -.20 .14 -.21 -.06 .31 -.33 -.30 .12 -.29 -.12 -.13 .20
* * ® *
1 01 -.15 -.11 -.18 -.36 .03 -.20 .10 -.01 -.15 -.29 -.02 .27
: ++ ’ * *
L 09 -.16 .07  -.02 .17 .13 -.19 =333 -.01_  -.17 -.01 -.06 ~-.0l
"
L 48 -.07 .37 -.14 .02 .53 -.26 -.11 .37 -.22 .02 -.11 09
++ +4 L& R * * &
L 27 ~.15 -.20 -.32 -,20 -.24 -.30 -.39 -.32 -.32 -.20 -.21 .11
+ ' + * ' T * K
1S  -.47 -.24 -.23 -.14 | -.057 -.40 =-.51 -.26 -.38 =-.31 =-.17 .25
44 T 'y 'Y * ) 'y * *
25 ~.22 -.21 -.34 -.18 -.22 -.35 ~-.45 -.34 -.36 -.24 -.22 .15
+ "% T ———— A% 'Y AN
77 -.37 -.67 -.18 -,22 -.61 -.11 -.43 -.70 -.20 -.42 -.17 .16
)+ + ++ 4+ e ok 2] XX 'E3
.76 ‘-, 25 -.64 ».42 .02 -.42 -.20 -.39 -.56 -.17 -.25 =-.02 .06
-+ + + +++ ++ * % c AR TRk *
.33, ' .57 .49 .20 .18 .12 .23 .48 .29 .35 .66 .26 -.16
+ T e+ +4+4 L2 2 * LX) L X *
.73 -.12 -.53 -.18 -.09 -.58 -.06 ~-.31 -.62° -.07 .04 -.03 .08
-+ + o Y a4+ h * Y ‘
32 .28 .26 .47 .34 -.06 .67 .21 .31 .61 .14 .26 =-.29
-+ + + +4+4 + T * ! tan * *
71 .49 .72 .49 .11 .42 .30 ,66 .60 .27 . .02 .03 -.22
.+ + ‘+++ +4+ 4+ +4+4+- *® -* | 2 2 4 L 2 X *
52, =-.35 -.56 -.43  -.33 '-.39 ~ -.28 -.39 -.50 -.23 ~-.16 .01 .29
++ ++ “+¥4+ +++ + *e * bl bl *
25 -~ ~-.43 -.41 -.15 -.06 -.11 -.28 -.43 -.23 -.30 ~-24 -.16 .04
+4+ +4+ ' * " . *
the 5pe§r-an Correlation Coefficients (+#). The levels of significance are denoted
significant at 0.05; ++ significant at 0.01; +++ significant at 0.001.
"the Pearson Correlation Coeffiéientl (*). The levels of significance are denoted
‘gsignificant at 0.05; ** liqqificantfath.OI; ##* gignificant at 0.001. . v

and 33 for further clarification éf the variables.
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APPENDIX 3

’ TOURISM ACCOMMODATION SURVEY

1.

or office use

Please provide the following information for financial year 1977.

How long /has the business been operated by present
2. Accommodations statistics:

1. How long has this establishment been in business? é;n
ers?

a) How many rooms were available for rent in 19777 ‘ [

b) Please estimate your average room occupancy rate for 1977. [:::::::::]
(1.e. percent of occupancy)

c) Could you break down your room rentsl revenue tnto:

Commercial, industrial and conventifh busipess 3
Other tourists and visitors 3
. Permanent guests ' ///H\\\\) e
100 £
d) What would you estimate to be your average daily room
rate for 1977? [i ]

3. How {s this business organized? (please v all applicable)
[CJchain operation
[(J Franchise operation
[[J owner operated

Leased by outside management
ther, please specify

4. 2a) How is this business registered? {
[ Individual Proprietorship [Eilartnership [Ei]ncorporated Company

~——

b) Loeation of head office

c) What percentage of the busfness or voting shares are owned
by residents of: - g
Yictorfa Metropolitan Area
Rest of Yancouver Island
Yancouver and Lower Mainland

M

ikt

“Rest of B.C, .

. Rest of Canada 7

U.S.A e

Other, please specify -

7 . 100 X
. .
e
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Other, please specify

[

%

a) Approximately how many suppliers did you make purchases from
during 1977 er

Inventories
Furniture, fixtures, & equipment

b) Could you please tell me whére these suppliers are located?

Location Number of Suppliers
Yictoria Metropolitan Area
Rest of Vancouver Island
Yancouver and Lower Mainland
Rest of B.C.
Rest of Canada
U.S.A.

T

Hhatj%s/<Le percentage distribution of your purchases from wholesalers,
retaflers, manufacturers, construction, etc.?

! ype of Supplier
tem Whole.* Ret. Manu. Constr.|[ Other
% % % ] N 3

nventories - ) ’ iOO g

Furn., fixtures
L_gggigggnt 100 %

. ~.
fncludes Government Liquor Stores

bl

/
Could you give me an approxiute breakdown of your to%al revenue into
the following categories:

} .
Rooms —
Food

io\m‘ago+

Othe
" oy

’1nclud¢s Public House
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}

8. TOTAL BUSINESS EXPENSES

(a) Total Labour Costs - Would you please give me some idea of your total
wage and salary bill, including holiday and sick pay, social insurance

contributions, etc.?

(note: for financial year 1977)

(b) Other Operating Costs - Please provide a breakdown of your operating
costs, excluding wages and salaries, into the following categories:

s

Item

Cost

i *
Origin of Purchases

.

Victoria
M.A.

Rest of
Van. Is

an. and |Rest of
Main. B.C.

Rest of
Canada

U.S.A.

Other
(spec.)

z

ood

Beverages

rinting and
ffice supplies

ther materials
supplies

elephone

at, light,
pover

undry

rchased advertising
sales promotion

rchased repairs
maintenance

rchased delivery
ervices

urchased legal and
uditing fees

Management or
franchise fees

Insurance

siness taxes,

Enitl, & licenses

TOoper ty taxes

t

Interest

T other operating
enses (please ]
specify)

‘iovu should total 100X
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11.

-

12.

Could you ine me a breakdown of any assets which you acquired for repairs
and maintenance, renovations and upgrading during 1977 into the
following categories: ‘

Origin of Purchases
ic. M.A.[Rest of Nan. and st of |Rest of JU.S.A. Other
Value Yan,Is. pow. Main}/B.C. Can, .
$ % b 3 SN b3 b3 % b 3

Could you give me some {dea of the geographical distribution of profit
into the following regional breakdown:
Vic. Metro. Area

Rest of Van. Is.
van. and Low. Main,
Rest of B.C.

Rest of Canada
U.S.A.

Other, please spec.

100 %

Would you please give me some idea of your total sa'les revenue,
including sales tax, for 19777 s

Ls j

Employment: -

a) Could you tel) me the total number of your labour~force.
including members of your family, for an average week 1in

February 1977
August 1977
b) Would you break down the August total into the following categories:

Male Female

Permanent Seasonal Permanent Seasonal

Full | Part Full Part Full Part Full Part

c) Of the extra staff {n August, could you tell me how many are from:

Vic. Metro. Area
Rest of Van. Is.
Elsewhere

d) How many of your August staff were students?

.1

4.
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13.

14,

15.

16.

17.

Do you experience any difficulty in obtaining sufficient labour
in the local area? DYes DM

If so, which types?

Do you experience any difficulty in obtaining sufficient labour N

from outside? DV“ D"° :

If so, which types?

§
After the doubling of the ferry fares in the summer of 1976, did
your business experience []an increase [[]a decline []no change.

1t applicable, could you estimate what percentage of your total
revenue in 1976 declined as a result of the raising of the ferry fares?

L4

Please describé’ what has happened since then. -

L]
Have you ever received any public assistance? [Jves [JNo

wWhat is your opinfon of increased public assistance for your busings')"s?

What do you think is needed to improve your tourist business?

149
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