1.1 Tourism concepts and Definitions p2-11
Working Definitions :
1. Leisure : Discretionary time – time left after working, commuting, sleeping and doing household and personal chores.
2. Recreation : Pursuits undertaken in leisure time – home based and outside of home activities
3. Tourism : Visiting for at least one night for leisure and holiday, business and professional or other tourism purposes.
4. Recreation, leisure and tourism sector organizations :
Diagram p 3
· Home based recreation
· Recreation away from home
· Travel and tourism 
· Travel to destination
· Accommodation at destination
· Recreation at destination
Resources and wants : land, labour, capital, entrepreneur 
Scarcity of choice : What, How, To whom
Opportunity cost
ECONOMIES:
1. Free market – allow private ownership of firms 
2. Centrally planned – no private ownership of firms
3. Mixed – private dominated but public can influence production of goods and services
Marginal analysis:
MB (benefit)=MC(cost)      - equilibrium
1.2 The methodology of economics p11-13 
The ‘Science’ of social science :
Positive statements – fact based
normative statements - opinion
Fig 1.4 – p12



The ‘Social’ of social science
1. Study of people which means the use of serveys and historical data is used
2. Economic laws are different from physics laws (e.g if interest rate increases not everyone will decrease their demand for credit : statistical hypothesis)
Economic Models – simplified abstractions of the real world
1. Assumptions made
2. Predictions made based on workings of model

1.3 The economics of recreation, leisure and tourism p 14-18
 At a microeconomic level in a market economy it is consumer preferences that determine which  recreation, leisure and tourism goods and services will be supplied.
As countries become richer the economic importance of recreation and tourism increases otherwise funding is used to satisfy basic needs of developing country.
The leisure industry is increasingly seen as an appropriate vehicle to aid economic growth if funding is allocated to this sector (infrastructure).
Production for global markets enables multinationals to benefit from economies of scale: cheap labour but product produced is for high-income earners. 
1.4 Public Sector organizations (national or local government) p28-33
Local government organizations :
· Leisure centers and swimming pools
· Libraries
· Art centers
· Parks and recreation facilities
· Tourism support services
Sources of finance of these organizations :
· Charges for services where applicable
· Central gov. grants
· Grants from other services
· Local government taxation
· Local government borrowing



National government organizations: public corporations, gov. departments, other gov. agencies.
· Also known as nationalized or state run industries. The extent of this depends on policies of individual countries
National gov. organizations are financed through:
· Taxes
· Trading income
1.5 Private sector organizations p33-42
non-government owned 
· Profit making
· Non-profit making 
Profit making organizations consist of:
· Unlimited liability : sole proprietorships and partnerships
· Advantages :
· Independence 
· Motivation
· Personal supervision
· Flexibility
· Disadvantages
· Unlimited liability
· Long hours of work
· Lack of capital for expansion
· Difficulties in case of illness
· Sources of finance
· Capital by owners
· Ploughed-back profits
· Bank loans

· Limited liability ( private or public companies ): separate legal identity, bound by closer rules 
· Information that must be provided
· Name and address
· Details of directors
· Objectives of company
· Details of share capital issued
· Details of internal affairs of company including procedures of annual general meetings
· Audited accounts
· Can raise capital through
· Shares (equity)
· debentures

· Quoted on the stock exchange
· Demand for and supply of shares depends on:
· Price of shares
· Expectations of future price changes ( bear or bull )
· Present and future profitability of the firm
· Price of other assets such as property and gold
· Interest rates – high interest rates makes savings more attractive
· Tax considerations

1.6 Definitions p52 -53
Effective demand = demand backed by cash (more than just wanting something)
Ceteris Paribus = all other things remaining unchanged
Perfect market assumption: 
· Many buyers and sellers
· Perfect knowledge of prices throughout the market
· Rational consumers and producers basing decisions on prices
· No gov. intervention ( price control )
1.7 The demand for RLT products p 53-63
The following factors affect demand of a good or service:
· Disposable income
· Price of other goods
· Comparative quality/ value added
· Fashion and tastes
· Advertising
· Opportunities for consumption – leisure time 
· Population
· Other
1.8 The supply of RLT products p63-67
Factors affecting the supply of goods and services :
· Prices of other goods supplied
· Changes in production cost
· Technical improvements
· Taxes and subsidies
· Other ( strikes, wars, weather )

1.9 The equilibrium price p67-72


2.1 The Demand for leisure p80-85
An increase in income means an increase in the opportunity cost of leisure time.
Leisure time = normal service (income ↑ demand will ↑)
There appears to be a greater work ethic in countries like Germany and Japan than other countries particularly those with a warmer climate.
2.2 Price elasticity of demand p85-90
%change in Qd/%change in P
P86 table summery 
· 0 = perfectly inelastic
· >0<1 = inelastic
· 1 = unit elasticity
· >1<infinity = elastic
· Infinity = perfectly elastic
Factors affecting price elasticity of demand:
· Necessity of good or service (lower price elasticity than demand for luxury goods and services)
· Number of substitutes
· Addictiveness ( inelastic )
· Price and usefulness – cheap and useful = inelastic
· Time period – demand elasticity generally increases with more time that passes since the price increase.
· Consumer awareness
Elasticity of demand and Total Revenue
· Total revenue = quantity sold x price
If Price ↑10% and demand is elastic then quantity sold = ↓>10% therefore total revenue ↓
Income elasticity of demand
· Measures responsiveness of demand to a change in income 
· %∆ Qd/%∆ Income
· Enables firm to check weather its goods and services are normal or inferior
· Eg inferior good = (-/+) = -
Cross-price elasticity of demand
· Measures the responsiveness of demand for one good relative to the change in price of another
· %∆Qd of good A/%∆ Price of good B
· This shows weather goods are substitutes, compliments or unrelated
· Substitutes = (+/+ =+)
· Compliments = (-/+=-)
2.3 Demand Forecasting p90-94 
Methods for forecasting demand :
· Naïve forecasting – simple assumptions about the future ( future level of demand will be the same as current and fixed % growth per annum )
· Qualitative forecasts – considers range of factors affecting demand and then they are ranked in order of importance and then analyzed to spot future trends. ( no mathematical models used ) 
· Time-series extrapolation – set of data collected regularly over a period of time. ( seasonal and random variations are first averaged to reveal the underlying pattern  or trend which then can be used to predict future data = extrapolation )
· Surveys
· Delphi technique – questionares are used to discover opinions of experts after which results of the forecasts are then fed back to the participants with the aim of reaching a consensus view of the group.
· Models – 

2.4 Price elasticity of supply p 102 - 106
%∆ Q s/%∆Price
P103 Table
· 0 = perfectly inelastic
· >0<1 = inelastic
· 1 = unit elasticity
· >1<infinity = elastic
· Infinity = perfectly elastic
In general terms price elasticity of supply determines the extent to which a rise in demand will cause either a change in price or a shortage.



Factors affecting price elasticity of SUPPLY:
· Time period – the longer the time period allowed the easier it is for supply to be changed
· Availability of stocks – the availability of stocks of goods in warehouses will enable supply to be more flexible hence more elastic.
· Spare capacity- (eg= airlines with spare aircraft which in turn makes supply more elastic)
· Flexibility of capacity/ resource mobility – resources can easily be shifted from provision of one good or service to another. ( Flexible sport halls ). Labour is a factor here as well – eg.= training of pilots is lengthy which can make supply in the short run of air travel inelastic.
Significance of price elasticity of supply to the leisure sector:
· Some tourist attractions are totally inelastic ( only one set of pyramids ). This causes for high demand since the prices are set to be universally acceptable for these heritage sites and not left to market forces.
2.5 Supply and Costs p106-116
Leisure and tourism inputs :
1. Land
2. Labour
3. Capital
4. Enterprise
· Further split into :
· Fixed factors – buildings, complex machinery ( cant be changed in short run )
· Variable factors – unskilled labour, energy, raw materials ( can be changed in the short run )
Production:
Entrepreneurs bring together the factors of production and they want profit maximization = cost minimization. Inputs are sometimes substituted for cheaper inputs due to their changing market prices.
Short-run costs:
Fixed costs ( indirect costs or overheads )
· Costs associated with that factor are fixed on the short run
Variable costs ( direct costs )
· Vary with output level.
Total costs ( fixed + variable costs )
Average costs ( ACs = unit costs, costs per item )
· TC/Output
Marginal costs ( the cost of supplying one extra unit of output )

Relationship between output and costs in the short run ( production )
· P109 – simple ac curve
Relationship between output and costs in the short run ( services )
· P110 – figure with high fixed costs
Long-run costs
· In the long run all factors of production are variable and so organizations are not faced with the problems of fixed factors or diminishing returns.
· P111 fig 5.5 NB
Economies of scale = LRAC falls for entire range of output
Diseconomies of scale = LRAC rises after a certain point where diseconomies of scale sets in.

Internal economies of scale ( arise from an increase in size of organization ) :
· Financial economies – borrowing finances and increasing their assets
· Buying and selling economies – arises from buying and selling in bulk ( discount )  
· Managerial/specialization – as firms grow the potential for managerial and specialization becomes greater
· Technical – as firms grow specialized software and machines can be implemented
· Economies of increased dimensions – costs rise proportionally less than increases in built capacity. ( jumbo jets )
· Risk bearing – large organizations being able to weather setbacks. They can do this because of their diversified interests hence compensate in one area of bad returns with another that is doing well and also because they have reserves which enables them to sustain short term losses.
External economies of scale:
· Result from existence of similar organizations in a particular location and not from the size of a single organization. This leads to benefits to each individual company :
· Existence of pool of skilled labour
· Provision of skilled supplies
· Availability of specialist support


Diseconomies of scale
· Internal diseconomies
· Occurs mainly because of managerial capacity – difficult to manage past a certain size.
· Occurs because of mergers – insufficient fit between themselves 
· External diseconomies
· Negative side of a concentration of organizations – overcrowding, congestion, pollution.

Main methods by which firms grow :
· Internal growth
· Mergers and takeovers

3 types of integration :
1. Vertical – merger with other firm in same industry but at different stage of production. 
a. Backward integration– towards supplier side (cover over suppliers hence better quality)
b. Forward integration– towards customer side ( securing market share or stopping rivals from monopoly )
2. Horizontal - merger with other firm in same industry but at same stage of production.
· Economies of scale are a prime motive here.
· Buys into existing market therefore enriching their customer database
3. Conglomerate merger/Diversification 
· Occurs when a firm takes over another firm in a completely different industry
· Spread risks
· Growth in one industry is poor ( low or – income elasticity )
· Synergy – benefits of 2 firms joining exceed benefits of remaining separate.
· Possible problem with diversification :
· Organization may lose sight of aims and objectives and find strategic management difficult. “Decluttering” may take place whereby fringe activities are disposed of and focus is redirected to core business.
Social(noise pollution etc.) and Private (accounting costs for say inputs) costs




UNIT 3 MARKETS IN PRACTICE
3.1 Pricing in the private sector: price takers p126-127
Seek to minimize costs and maximize their revenue.
Perfect Competition   
· Many buyers and sellers
· Identical products
· Freedom of entry and exit 
· Perfect knowledge about price and products
Normal profits are earned in this market. { An increase in one firms profit will make more firms enter, lowering the product price and restoring profits back to the level of normal profit }
3.2 Price Makers  p128-132
Monopoly pricing 
· 1 seller and barriers to entry are maintained
· Price maker ( firms demand curve is the same as the markets )
Price discriminating monopolist/yield management
Conditions for price discrimination to take place are :
· Product can’t be resold
· There must be market imperfections
· The seller must be able to identify different market segments with different demand elasticities – age groups and different times of use

3.3 Price shapers p 132 - 137 ( firms operating between the 2 extremes )

1. Oligopoly pricing – market dominated by a few large firms. Marketing and competition here are often based on :
· Advertising
· Free gifts and offers
· Quality of service or value added
· Follow-the-leader pricing
· Informal price agreements
· Price wars occasionally break out


2. Monopolistic competition – common type of structure exhibiting features of perfect competition and of features of monopoly. Firms here may attempt to create market imperfections in order to have more control over pricing. The firm will attempt to eliminate competition by:
· Product differentiation – in order to make the demand for a good or service less elastic. ( create brand loyalty, add value to a good or service)
· Acquisitions and mergers – can reduce competition (downward pressure on prices) and can lead to economies of scale.
· Cost and price leadership – cutting costs through the supply chain. This will lead to economies of scale and a bigger market share if it can be maintained since other firms try to do the same.
3.4 Pricing in the public sector p138
This will depend on the market situation prevailing in a particular industry and their objectives :
· Profit maximization - rarely allowed
· Break-even pricing – only to cover production costs
· Social cost/benefit pricing – aim is to take fuller account of public costs and benefits. The supply here will be subsidized to produce a price lower than market price or at zero price.
3.5 The Free Market p 147-164
In particular free markets have the potential to deliver:
· Economic efficiency – Maximum output for minimum input
· Allocative efficiency – Pareto optimality = not possible to reallocate resources without making someone else worse off.
· Consumer sovereignty – This implies that consumer demand will drive production rather than by government decisions. Consumers are able to exercise power in the market place.
· Economic growth – Under conditions of competition firms will compete to increase productivity and thus resources will be allocated away from unprofitable and inefficient firms and towards those which are profitable and efficient.








Criticisms/disadvantages of the free market:
·  The inappropriateness of the perfect market assumption – The world does not consist of a large number of small firms which don’t have any degree of control over the market. Instead many markets are dominated by few suppliers and considerable product differentiation occurs by producers in order to minimize price competition. This all means that the consumers may not get the benefits of lowest prices afforded by perfect markets.
· Reservations about consumer sovereignty – lack of information particularly for technical products means consumers may not have sufficient information about the range of goods available and may find it difficult to make comparisons.
· Externalities, merit and demerit goods – This points out the missing markets such as the ozone layer or peace and quiet and the markets which do not consider the full range of costs and benefits associated with production such as say alcohol which besides the private benefit of feeling happy causes accidents and fighting. The outline between the private cost of development and the public or social costs of development. The free market overproduces goods and services which have significant external costs
· Public goods – The market has an incentive to produce private goods or services over public goods because it can charge for them and make profits. It is very difficult to charge consumers for public goods.
· Realities of economic growth – The free market is subject to economic upswings and downswing and does not include any inbuilt tendency to promote sustainable growth. {Will this provide the fastest route to economic growth}
· Equity – Consumer sovereignty exists for those who have spending power and those without are left unsatisfied. The rich are favored over the poor.
Market intervention
· Central planning
· Control of monopolies and mergers
· Laws, planning controls and permits
· Taxes and subsidies
· Public provision
Problems of market intervention
· Resource allocation in disequilibrium
· Public ownership: efficiency and culture
· Side effects of subsidies and taxes
· Loss of consumer sovereignty
· Measurement of external costs and benefits
· Equity
· Government interference and changing objectives


Trends in public sector provision
· Central planning
· Privatization
· Service standards
· Performance targets and indicators
· Contracting out

UNIT 4 THE EXTERNAL OPERATING ENVIROMET
4.1 The competitive environment p174-183
The 5 forces for investigating the competitive environment:
1. The threat of entrants
2. The power of suppliers
3. The power of consumers
4. The threat of substitute
5. Competitive rivalry
The threat of entrants:
Will depend upon barriers to entry such as:
· Economies of scale – a new entrant to the industry will initially produce a low level of output and lack of scale economies will result in high average costs and therefore higher product price as opposed to the established organization which can out-compete the new entrant by passing their lower average costs on in the form of lower prices or by using higher profit margins to finance more added value of the product. 
· Capital and experience barriers to entry – Substantial capital costs in entering the airline or theme park industry for example is a barrier to entry. Experience means organizations learn how to do things better. Established firms have traveled along their experience curve and developed expertise that delivers lower costs and better service. New entrants don’t have this advantage.
· Advertising barriers to entry – It is used to create an artificial barrier to entry since new comers will have to work very hard to establish their new brand versus a well known one.
· Availability of distribution channels (vertical integration) – Airlines and TV shows have time slots as a supply. An established firm already owns the prime slots and makes it difficult for a new comer to compete without access to the same supply. 
· Anticipated entry wars – Established companies have the financial muscle to cut prices for deeper and longer versus a new comer forcing the new guy out since he does not have the same the same advantage and can’t run at loss.
· Natural monopoly conditions – This exists in situations where it is not technically feasible to have many competing services. For example one rail road or fixed telephone line is sufficient. The organizations operating in these scenarios are not so open to threat from new comers.
· Branded proliferation barriers – Producers flood the market with a range of brands in order to capture a large proportion of shelf space and consumer awareness. A new entrant has diminished share of the market and makes it hard initially to enter a multiband market.
The power of suppliers
The greater the power of suppliers the lower the margins will be for the “supplied to” organization.
Supplier power is diminished where the organization buying inputs has large purchasing power. Some companies use backward vertical-integration to avoid supplier power by taking over the supplying organization.
The power of buyers
If there is a single buyer (monopsonist) or near monopsonist considerable power can be exerted over the selling organization.
Competition between suppliers is a key factor that increases buyer power as well. The level of buyer knowledge is also an important factor.
When the economy is growing buyer power is less because there are many shortages of supply and supplier power is stronger. When the economy is in recession buyer power is stronger since there is a shortage of customers.
The threat of substitutes
1. New product can make a current one obsolete 
2. A substitute may result in a new product or service competing closely with existing ones.
3. All goods and services compete for the consumer’s limited income and thus new products may have some impact on a variety of unrelated organizations.
Organizations with this type of threat may react in the following ways :
· Price leadership strategies
· Differentiation strategies
· Withdrawal or diversification strategies
· Creating switching costs to prevent loss of customers







The degree of competitive rivalry 
It is increased by the threat of new entrants and the threat of substitutes but it is also influenced by current conditions in the industry. 
These are:
· Whether competitors can cross-subsidize – organization uses profits from one sector of its business for another sector.
· Degree of market leadership and number of competitors – competitive conditions of supply are likely to lead to a state of constant rivalry. Firms may choose to insulate themselves by differentiating their product from other products
· Changes in capacity - 
· High storage costs/perishability - 
4.2 The technological environment p 183-190
Influences leisure and tourism in 2 ways : cost reductions, replacement of products by new ones.
The impact of technological advancement on :
1. Hospitality
2. Travel and tourism
3. Leisure and recreation
Hospitality
· Links into central reservations – bookings done online directly bypassing agents. Customers can also see reviews of places they wish to visit before booking.
· Considerable progress in accounting packages – enabling hotels to maximize revenue by adjusting rates that best fit changing market conditions. Financial reporting also takes place quicker now. Check in time is minimized by using credit cards to automate registration. It is possible to use the reservation database to provide personalized services such as a particular newspaper. These systems can be used to reduce checkout time. Computer intelligent buildings – functions of building are computer aided increasing service efficiency.
Travel and tourism 
Key impact here is to open up the borders of the possible for travel as well as reducing travel time and cost. Technological changes in transportation – bigger jets, faster trains and using IT to improve airspace shortages.
Leisure and recreation 
Home cinema, PC Games, Virtual reality , E-books and magazines and newspapers


4.3 The political Environment p 190 - 191
Shaped by those with political power. Long term political trends are influenced by the ruling party. Policy will be shaped by the economy, international relations and the interest group activity.
4.4 The sociocultural environment p195-198
The demographics of a country along with its lifestyle, culture and attitudes have always influenced the leisure and tourism industry.
Demographics 
Study of population and population trends. Important for 3 key reasons:
1. Population is important in determining demand ( age of people and their different needs )
2. Population provides the labour force
3. Aging population is likely to have a less progressing culture and adapt to change less easily 
Lifestyles, cultures and attitudes
Having access to a car and a motorway allows you to travel a greater distance within 3 hours of home. Visitor attractions have benefited from this and some parts of the countryside are becoming overwhelmed by their urban visitors. (Out of town shopping). 
Changing beliefs values and attitudes affect the way in which people perceive, demand and use tourism products: eg:
· Advertising is promoting leisure and tourism fantasies
· Crime is increasing as is fear of crime
· Women have become more significant in leisure and tourism provision
· Population is becoming less culturally homogeneous and more culturally fragmented. Subcultures have particular leisure and tourism demands.
4.5 The economic environment and Demand P206-222

· Household consumption – affects demand for an organization’s products and more specifically those products in the leisure industry.
· Use real disposable income (income - taxes and inflation ) to get a better picture of household consumption. Employment and wages can also contribute to a better understanding of disposable income.
· Taxes and benefits – Taxes lowers income while benefits increase it
· Borrowing, saving and interest rates – interest rate affects the level of borrowing and savings. Lower interest makes for more borrowing.
· Expectations – tend to deliver self-fulfilling prophecies, (optimistic or pessimistic ) which affects the economy.
· Export and import demand -  imports depend on overseas costs while exports generate additional domestic expenditure. 
· Government expenditure – Museums and arts that are funded by government
· Investment – mainly affected by the interest rate but expectations and availability of investment opportunities also play a role.

UNIT 5 INVESTMENT
5.1 Definition and examples p 238 - 240
Investment on capital goods and working capital
· Fixed capital – buildings, machinery, hotel buildings, computer reservation and booking systems, aircraft and golf ball making machinery
· Working capital – stocks of raw materials, semi-manufactured and manufactured goods which have not yet been sold. 
· Gross investment – all capital investment including replacement of worn out machines
· Net investment – gross investment - depreciation
5.2 Factors affecting investment p240-245

1. Cost of investment
a. Planning costs
b. Costs of capital goods
c. Costs of financing investment
d. Running costs of investment
2. Revenue from investment
a. Price of output
b. Quantity of output
c. Other factors – Government tax, Government policy, Expectations, Property, Consumer confidence
5.3 Appraisal techniques p246 - 248

1. Payback method – simple how long to pay pack
2. Average rate of return – (total cost – total revenue) / years : shown as % of initial investment
3. Net present value – discount future value to PV and compare to initial investment
4. Internal rate of return – discounts FV to = PV of investment




5.4 Changes in the level of investment 248-250
The Accelerator principle
When the economy is relatively stable much of the demand for capital goods will take the form of replacing worn-out plant and machinery. When the demand rises new machinery is need to accommodate for it. If demand falls firms will find they have overcapacity and will reduce stock of machinery by not replacing old machinery causing demand for capital goods to fall.
THUS : Rise in demand for final goods causes an accelerated rise in demand for capital goods and vice versa
5.5 Sources, Types, methods and aims of Public Sector investment p 256 - 259
Sources
Can be financed by:
· National government
· Provincial government 
· Local government 
Types
Public and private investment for recreation (sport, art and culture), leisure and tourism (national parks and resorts) depends on the available infrastructure which is the responsibility of the government at all levels. – buildings and land, plant and machinery (playground apparatus),  infrastructure (roads, airports, railways)
Methods and Aims
Through projects that will contribute to the development or rural areas in cooperation with the local people because sustainable development is only possible through community involvement.
5.6 Investment appraisal in the Public Sector p 260 - 262
When social benefits of an investment are not possible to calculate use Cost-benefit analysis:
All the costs and benefits of a project are identified and weighed up including social and private. Costs are analyzed by discounting them to the net PV.
Other factors such as political priorities of the ruling party may sometimes be more important than the macroeconomic objectives of government.




5.7 Investment Incentives Sources of funds and the Public Sector Investment Debate p 262 - 267
Sources of funds :
· Operating profits, taxation and borrowing
· National Lotteries
· PPP (Public-Private Partnerships )
Public sector debate against public investment:
1. PS is not a good interpreter of people’s wants and thus often invests in “White Elephants”
2. PS is not good at ensuring efficient use of funds and tends to allow waste
3. PS investment cases an increase in Taxation and/or public borrowing
4. PS investment “crowds out” private sector investment
For public sector investment:
1. Insufficient incentive for the private sector to invest in public goods
2. Private sector underinvests in goods which have mainly social benefits
3. Private sector may not be able to take on the finance or risk for very big projects
4. PS investment can help regenerate parts of the economy which have suffered from restructuring
5. PS investments can generate jobs when unemployment is high
UNIT 6 ECONOMIC IMPACTS
6.1 GNP and the level of recreation, leisure and tourism activity p 276-282
Basic economic model consisting of factors of production and goods and services and the flow of money to and from firms and households.
National income = national product = national expenditure
RLT’s contribution to GNP
Contribution is often undervalued because its hard to isolate spending on RLT and hard to specifically measure.
Satellite accounts – Tourism satellite accounts (TSA) partition industries into tourism and non-tourism activities so that the direct contribution of tourism can be measured on a consistent basis.
6.2 Employment and taxation p 282 - 288
Employment
Demand for labour is a derived demand. Hotel occupancy is the primary driving force behind hotel employment trends. Some expenditure will be on imported goods hence creating employment overseas. Domestic RLT will be supplied as a result of domestic expenditure and exports.  Price of labour is also important to derived demand.

Wages
Determined by demand and supply of labour. Unskilled labour mainly employed by hotels and catering is manly unskilled exerting downward pressure on wages. 
Taxation
· General taxes – sales, income and profit taxes
· Specific taxes – departure , entry and accommodation taxes
6.3 Multipliers p 288 - 294
The multiplier effect
Injections – G, I, X
Leakages – Savings, Tax, Imports
Tourism multipliers:
· Output
· Income
· Employment
· Government revenue
6.4 Leisure and Tourism Inflation and Government Policy p294-299
If one country has a faster rate of inflation growth than another in can cause a decline in international competitiveness. This affects firms producing leisure products for export and countries which rely on tourism.
6.5 Meaning and measurement of economic growth p 306 - 309
Increase in real output per capita of a country.
6.6 Causes of economic growth and the promotion of growth p 309-313

· Land  - different types
· Labour – quantity and quality
· Capital -
· Technology – increase growth by reducing production costs and creating new products
Promotion of growth:
· Government intervention – government can plays important role in funding , education, training, R&D. Volatility of interest and exchange rates inhibits growth. Government can promote balanced growth meaning a balanced supply therefore avoiding inflation and unemployment problems.
· Free market system – Government  spending crowds out funds leaving less available and a higher interest rate for the private sector. Higher taxes act as a disincentive to invest.
6.7 Economic growth in developing countries p 316 - 323

1. Advanced economies – G7
2. Emerging and developing countries – export earnings and how much debt do they have.
Barriers to economic growth in developing countries:
· High population growth
· Low incomes – low savings, low investment, low capital formation
· An underdeveloped financial sector
· Absence of welfare system – overpopulation as children are seen as security
· Low levels of training and education
· Existence of large subsistence sector – taxation is difficult
· Few resources
· Dependence on low value raw material exports
· Employment centered on the agricultural sector of the economy
· Traditional (non-entrepreneurial ) culture
· Foreign currency shortages
· Poor terms of trade ( exports cheap, imports expensive )
· International debt
Development strategies :
· Import substitution
· Export lead growth (RLT is important here)
· Population control
· Education and training projects
· Infrastructure projects
UNIT 7 : THE GLOBAL ECONOMY 
7.1  Free trade, the WTO and general agreement on trade in services p 336 - 339
Ricardo’s idea – used ‘the theory of comparative advantage’. Better to trade than no trade. Countries must specialize in those products where its production cost are lowest and product efficiency highest and not try to produce a whole range of products. Trade with other countries to meet full range of demands. ( absolute or comparative advantage ).
Consumers benefit from free trade in terms of wider choice and lower prices. (WTO promotes free trade).


Three pillars of WTO:
1. Market access – foreign owned countries have free access to domestic markets
2. Most favored nation status – equal treatment of all countries taking part
3. National treatment – foreign investors must be treated equal to domestic investors
7.2 Terms of Trade and the Balance of Payments p340 - 351
Terms of trade = exports/imports
The leisure sector is represented in the current account under visibles. ( alcoholic beverages, electrical goods, sports equipment and wear )
In the invisibles account key items to leisure and tourism are transportation, travel and cultural and recreational items.
7.3 Exchange Rates p351 - 355
Floating exchange rate – market determined exchange rate (supply and demand factors)
Fixed exchange rate – opposite of floating exchange rate
7.4 Globalization and the meaning and extent of multinational enterprise p363-366
Factors that have made globalization possible
1. Trade – trade has increased as transport has become cheaper and faster
2. Capital movements – funds and finance
3. Movement of people – most countries still operate restrictive immigration policies 
4. The spread of knowledge and technology - 
7.5 Motives for going multinational p367 - 369
General motive is profit maximization:
1. Lower labour costs
2. Lower other costs – land, planning regulations
3. Exploiting ‘national diamonds’ – country’s specialization
4. Marketing advantages – international corporate image 
5. Scale economies, integration and competition – vertical, horizontal integration
6. Extension of product life cycle - 
7. Tariff avoidance – set up production in the country
8. Incentives in host economies – Investment and running cost can be improved by operating overseas.



7.6 Multinational enterprises in leisure and tourism p369 - 372

· Air 
· Horizontal globalization – extending service networks world wide
· Diversification – into complimentary activities (car hire, accommodation)
· Shipping
· Hotel and hospitality
7.7 The effect of multinationals on host economies p373-376
Benefits:
· Extra investment flowing
· Transfer of skills and technology
Problems:
· Leakages from economy – profits go to parent company, uses more imports and foreigners
· Prices and bargaining power – less foreign expenditure 
· Exports of externalities – avoid extra compliance costs
· Threat to local competition
· Power to pull out
· Enclaves and dual development – development will be exclusively for foreigners and development does not integrate with the rest of the economy so well.( too specific )
· Resource grabbing – internationally land price can be cheap
· Labour exploitation – developing countries don’t have such good labour laws in place

7.8 Government policy on multinationals p376-378
FOR multinationals:
· Because of the potential benefits for the host government offer incentive packages
RESISTANCE to multinationals:
· Competitive threat
· Power and accountability – firms to powerful
· Transfer pricing and tax losses – rearrangement of accounts to pay less tax




UNIT 8 ENVIROMENTAL ECONOMICS 
8.1 Recreation, Leisure and Tourism and the environment p396 - 406
Local level:
· Impact on natural resources 
· Renewable
· nonrenewable
· Pollution or physical impacts
· Air,noise,littering,sewage,visual
· Because of leisure and tourism property prices may rise and inflation
Global level:
· Loss of biological diversity – animal and plant species
· Depletion of ozone layer 
· Climate change
8.2 Externalities and the use of resources p389 - 396
Externalities categories:
1. Production on production – one firms externalities (noise) affects another
2. Production on consumption – industrial externalities affect individuals’ consumption (air traffic noise, crime increase at a hotel)
3. Consumption on production – traffic jams caused by a leisure park.
4. Consumption on consumption – holiday makers destroying corral reef, congestion around a football field 
8.3 Environmental effects of other sectors on the leisure and tourism industry and the Positive environmental effects of leisure and tourism p 406 - 409
Rising oceans, increased UV because of less ozone layer, acid rain, Oil spills can affect resorts.
+ effects = can sustain income for rural areas, keep theatres running that can’t be supported by locals only
8.4 Meaning of sustainable development p 416 - 419
Key principles of sustainability:
· Consideration of externalities
· Consideration of depletion of nonrenewable resources – conservation of scarce resources
· Tailoring of economic activity to the carrying capacity of the environment - avoiding over-exploitation of resources
· The precautionary principle – if there is doubt as to the science applied err on the side of caution
· The polluter pays principle
Suitable balance must be established between these 3 dimensions for long term sustainability:
1. Make optimal use of environmental resources
2. Respect the socio-cultural authenticity of host communities
3. Ensure viable, long term economic  operations 
8.5 The price mechanism and the environment p419 - 420
Market economy has an inbuilt tendency to conserve resources – competing firms economies to lower prices 
HOWEVER
Does not take into account loss of landscape – the future – overexploitation of resources and overproduction and overdevelopment
8.6 Approaches to externalities 420 - 436

· Regulations(gov setting environmental standards)  - Permission and permits, corporate social responsibility, controls and laws
· Market approaches (focus on manipulation of prices)– tax subsidies grants and special projects, Ownership, Tradable rights and permits
· Soft tools (voluntary and attempt to change behavior through info.) – tourism eco-labeling, guidelines and treaties, certification/award schemes
8.7 Pricing the Environment p 436 - 440
Methods to determine the monetary value for unpriced goods and services:
· Willingness to pay method – survey techniques
· Hedonic pricing method – observing effect on goods that have a market price
· Travel cost method – relationship between demand for site and the cost of travel to get there
· Dose-response method – linking pollution to health problems or crop production. Etc.
· Replacement cost technique – replacing building hence measuring cost of acid rain
· Mitigation behavior method – household fitting double-glazing to stop air noise ( can now measure air noise ). Airocons because of climate change.
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