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INTRODUCTION

PROJECT BACKGROUND

The travel sector is an integral part of the
Virginia economy. Visitors generate
significant economic benefits to
households, businesses, and government
alike and represent a critical driver of the
state’s future. How critical? In 2021,
tourism-supported jobs accounted for 5.2%
of all jobs in the state.

By monitoring the visitor economy,
policymakers can inform decisions
regarding the funding and prioritization of
the sector’s development. They can also
carefully monitor its successes and future
needs. This is particularly true for Virginia as
it builds upon its tourism economy.

METHODOLOGY AND
DATA SOURCES

An IMPLAN input-output model was
constructed for the state of Virginia. The
model traces the flow of visitor-related
expenditures through the state’s economy
and their effects on employment, wages,
and taxes. IMPLAN also quantifies the
indirect (supplier) and induced (income)
impacts of tourism. Tourism Economics
then cross-checked these findings with
employment and wage data for each sector
to ensure the findings are within reasonable
ranges.

Visitors included those who stayed in
overnight accommodations or those who
came from a distance greater than 50 miles
and deviated from their normal routine.

The primary source of the employment and
wage data is the Regional Economic
Information System (REIS), maintained by
the Bureau of Economic Analysis.

This is more comprehensive than Bureau of
Labor Statistics (ES202/QCEW) data
because sole-proprietors do not require
unemployment insurance and are not
counted in the ES202 data.

By establishing a baseline of economic
impacts, the industry can track its progress.

To quantify the significance of the visitor
economy in Virginia, Tourism Economics
developed a comprehensive model detailing
the far-reaching impacts arising from visitor
spending. The results of this study show the
scope of the visitor economy in terms of
direct visitor spending, along with total
economic impacts, jobs, and fiscal (tax)
impacts in the broader economy.

The analysis draws on the following data

sources:

» Longwoods International: survey data,
including spending and visitor profile
characteristics for visitors to Virginia

* Bureau of Economic Analysis and Bureau of
Labor Statistics: employment and wage
data, by industry

+ STRlodging performance data, including
room demand, room rates, occupancy, and
room revenue, for hotels and short-term
rentals.

+ AIirDNA: short-term rental performance data,
including demand and revenue

» Tax collections: Lodging and sales tax
receipts

+ US Census: business sales by industry and
seasonal second homes inventory

» Tourism Economics: international travel
data for overseas, Canadian, and Mexican
travel to Virginia based on aviation, survey,
and credit card information



ECONOMIC IMPACT
METHODOLOGY

Our analysis of the Virginia visitor economy begins with direct visitor spending and
analyzes the downstream effects of this spending on the broader economy. To
determine total economic impact, we input direct spending into a model of the Virginia
economy, constructed using an IMPLAN input-output (I-0) model. The model traces the
full extent of industry impacts as dollars flow through the local economy.

An |I-O model represents a profile of an economy by measuring the relationships among
industries and consumers and quantifies three levels of impact:

1. Direct impacts: Visitor spending creates direct economic value within a discrete
group of sectors (such as recreation and transportation). This supports a relative
proportion of spending, jobs, wages, and taxes within each sector.

2. Indirect impacts: Each directly affected sector also purchases goods and services as
inputs (e.g. food wholesalers, utilities) into production. These impacts are called
indirect impacts or supply-chain effects.

3. Induced impacts: Lastly, the induced impact is generated when employees whose
wages are generated either directly or indirectly by visitor spending spend those
wages in the local economy. This is called the induced impact or income effect.

The Tourism Economics model calculates these three levels of impact - direct, indirect
and induced - for a broad set of indicators, including:

» Spending » Federal Taxes
* Wages « State Taxes
» Employment » Local Taxes
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APPENDIX

Glossary - Spending Definitions

Term

Lodging

Food and
beverage

Recreation

Shopping

Local transport
Service stations

Second homes
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Description

Includes visitor spending in the accommmodation sub-sector. This
includes food and other services provided by hotels, rentals and
similar establishments.

Includes all visitor spending on food & beverages, including at
restaurants, bars, grocery stores and other food providers.
Includes visitor spending within the arts, entertainment and
recreation sub-sector.

Includes visitor spending in all retail sub-sectors within the local
economy.

Includes visitor spending on local transport services such as taxis,
limos, trains, rental cars, buses, and the local share of air
transportation spending.

Visitor spending on gasoline.

Where applicable, spending associated with the upkeep of
seasonal second homes for recreational use as defined by the
Census Bureau.

Glossary - Economic Impact Definitions

Term

Direct Impact

Indirect Impact

Induced Impact

Employment

Labor income

Value Added
(GDP)

Local Taxes

State Taxes

Description

Impacts (business sales, jobs, income, and taxes) created directly
from spending by visitors to a destination within a discreet group
of tourism-related sectors (e.g. recreation, transportation,
lodging).

Impacts created from purchase of goods and services used as
inputs (e.g. food wholesalers, utilities, business services) into
production by the directly affected tourism-related sectors (i.e.
economic effects stemming from business-to-business
purchases in the supply chain).

Impacts created from spending in the local economy by
employees whose wages are generated either directly or indirectly
by visitor spending.

Jobs directly and indirectly supported by visitor activity (includes
part-time and seasonal work). One job is defined as one person
working at least one hour per week for fifty weeks during the
calendar year.

Income (wages, salaries, proprietor income and benefits)
supported by visitor spending.

The economic enhancement a company gives its products or
services before offering them to customers.

City and County taxes generated by visitor spending. This includes
any local sales, income, bed, usage fees, licenses and other
revenues streams of local governmental authorities — from
transportation to sanitation to general government.

State tax revenues generated by visitor spending. This will include
sales, income, corporate, usage fees and other assessments of
state governments.



