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Abstract: Large cultural events have an enormous impact on the regional economy. Not only in terms of money, but there are also sociocultural, commercial, psychological and political effects. This thesis gives insight in the literature on large events and constructs an own definition of a large cultural event. 

Different positive and negative effects are investigated. Examples of negative effects are evictions, price increases and crowding out. Examples of positive effects are the improvement of image and location factors of the hosting region and events as a tool for urban regeneration. The division of Ritchie (1984) of the effects of large events into economic, tourist/commercial, physical, sociocultural, psychological and political effects is used in order to rank all effects. With an overview of methods applied in impact analysis this literature study is ended.  Keywords: cultural events, large events, impact analysis.
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Chapter 1 Introduction

1.1 Background

Each year in March, the art fair TEFAF takes place in Maastricht, the Netherlands. The European Fine Art Fair, as is its full name, is one of the world’s leading art fairs. With over 73,000 visitors in 2010,
 it also is one of the most well visited fairs in the region. As the entrance fee is relatively high, a substantial part of the visitors is actually interested in buying art at the fair. Therefore, the majority of the visitors has a large budget to spend during the days of the fair. Some of them travel from all over the world to Maastricht in order to spend a couple of days in the region and to purchase art at the fair. Therefore, this event generates a money flow towards multiple parties. With this event, the whole city of Maastricht and the surrounding “Euregio” get an enormous economic boost. Restaurants are fully booked long time in advance, hotels are packed and the Maastricht Aachen Airport deals with lines of private jets. The media refer to these events as “TEFAF like Boxing Day,
 as the local middle class benefits from the bustle around TEFAF. 

Cultural events are used by cities and regions for different purposes. These functions of cultural events can be economical, as well as physical or social. The economic consequences of a cultural event can be enormous. For example, the title of European Capital of Culture 2002, Salamanca in Spain, has caused an estimated economic effect of nearly 267 million Euros, against an investment of nearly 121 million Euros  (Herrero et al., 2006) . Furthermore, the organization of cultural events can improve the image of a city or region. This image can attract more tourists and can make it more attractive for people to live in that particular city or region. These are consequences that cannot be estimated directly in terms of money, but certainly are important within the process of decision-making with relation to the organization of a large cultural event.

Throughout the year, many activities with a cultural scope are organised. These events vary in objective, size and duration. Many parties are involved in as well the organization as the execution of such an event. As some events are considered extremely valuable, cities or regions compete in order to get to organize the event. An example is the European Capital of Culture. After the decision had been made that the United Kingdom would host the European Capital of Culture 2008, at the application deadline in March 2002, 12 United Kingdom cities applied for the title of European Capital of Culture. (Griffiths, 2005)

The fact that there is a lot of money involved with the organization and execution of cultural events,  makes it attractive to give insight in this process of selecting an event or city. If, for example the title of European Capital of Culture generates a net income flow for the region or city, why does not every city nominate itself for this title? More specific: What is the impact of a large cultural event on a regional economy?

1.2 Goal 

The goal of this report is to give insight in the influence of cultural events on the economy of the surrounding region. In order to be able to give more insight in this topic, related aspects are taken into consideration. More insight is given in the literature with respect to “culture” and “events.”

A closer look is also taken at the costs and interests of different events that have been discussed in literature. When looking at this literature, certain success factors that have turned out to be important for the success or failure of the event are high lightened. 

1.3 Research questions 

The main research question that is answered in this report is: 

“What is the impact of a large cultural event on the regional economy?”

This question is answered by answering the following sub questions: 

1. What is meant by the term “large cultural event?”


1.1 What is meant by “culture?”


1.2 What is meant by a “large event?”

2. What are the negative effects of a cultural event for the surrounding region?

3. What are the positive effects of a cultural event for the surrounding region? 

4. Which methods are used when measuring economic impact?

1.4 Structure 

The structure of the report is as follows: in each chapter a research question is answered. In Chapter 2, the definition of a cultural event is given, based on literature about “culture” and “events,” and own perception. In Chapter 3, the direct and indirect costs of a cultural event for the surrounding region are drawn. Chapter 4 focuses on the literature on the benefits, monetary as well as non-monetary, of large events. Chapter 5 gives a brief overview of different methods applied in event impact studies.  Chapter 6 draws the general conclusion and answers the main research question:   “What is the impact of a large cultural event on the regional economy?” is answered based answers to the previous research sub questions. At the end, some policy recommendations and recommendations for further research are given. 

Chapter 2 Cultural events 

§ 2.1 Introduction

In the literature, there are different interpretations of the term large cultural event. There are different names for “large” events, as shown in paragraph 2.3. Mastering the notion of culture is by no means easy, as state van der Borg and Russo (2005). As these interpretations vary, the term cultural event is splitted into “culture” and “large event.” In this section, an overview of different conceptions of the words culture and the word event are given in order to create the author's own definition of a cultural event, based partly on the existing literature and partly on own interpretation. 

§ 2.2 Culture

In this paragraph different perspectives and interpretations of the word “culture” are exposed. First, the so-called sociological definitions and perceptions are shown and secondly, the economical perceptions and definitions are shown. 

Sociological Perception

The word “culture” can be interpreted in multiple ways. In the book “Culture, a critical review of concepts and definitions (1952),” the authors Kroeber and Kluckhohn compiled a list of 164 definitions of the word culture. Arnolds (1869) is the first author to use to word high culture. According to Arnolds culture is the best which has been done and said. The perception of high and low culture varies in time, but in general the high arts are literature, (traditional) music, visual arts and early forms of performing art like opera and nowadays cinema. Low culture or popular culture are pop music, television and slapstick humour and related types of entertainment. The anthropologist Tylor described culture as follows: “Culture or civilization, taken in its wide ethnographic sense, is that complex whole which includes knowledge, belief, art, morals, law, custom, and any other capabilities and habits acquired by man as a member of society”

(Tylor,1874). 

The interpretation of UNESCO, formulated during a conference of cultural politics in Mexico City in 1982, is: “..all the specific features, spiritual, material, intellectual or affective, that characterise a society or a human group. Culture includes, besides art and literature, way of life, basic human rights, system of value, tradition and religions.” Even today, with information global accessible, cultures still make a difference. This, because we Europeans still claim that we are different from Americans, Italians think they are different from other European citizens and even people from Rotterdam argue to have certain knowledge that distinguishes them from other Dutch citizens. (Van Der Borg & Russo, 2005) 

Another meaning to the word culture: what characterises members of a community and human beings. Cultural activity is: “the way in which artists and creative thinkers have read and described reality, providing their fellow citizens with an “interpretation code.” (Van der Borg & Russo, 2005 p.10) The accumulation of these cultural activities causes the culture, as it is rooted in a community. Both tangible and intangible items are an expression of culture. An example of a tangible item is an art object. An example of an intangible item that expresses culture, are the traditions of public life and festivals.  

These, however are sociological interpretations of the word culture. In this paper the focus will be on the influence of cultural events on the regional economy. Therefore, the sociological perception will be ignored and the focus will be on the economic interpretations.

Culture: Economic Interpretations

In this paper, not the sociological aspect of the term culture is important, but the focus is on the economic importance of culture. Two different approaches are commonly accepted in the academic world when considering the effects of cultural activities on the economic development of cities. The first field of analysis is culture as a product. This interpretation focuses on the tangible elements of culture and takes a closer look at the production, consumption and economic value of culture. The culture as a product- analysis also focuses on the use of culture as a tool for urban regeneration and as place marketing. The second field of analysis is culture as a process. This point of view has more to do with the intangible aspects of cultural activity and analyses in which way creative thinking leads to distinctive patterns or social organization and economic growth. (Lavanga, 2002)

There are different actors and activities included in the cultural sector. O'Connor (1999) defines the cultural sector as follows: industries, which “incorporate all branches of industry and trade that rely on imaginative creation and cultural innovation aimed at production, distribution and consumption of symbolic goods.”  The creative industries include television and radio, architecture, advertising, designer fashion, crafts, visual and performing arts, video and film, literature, publishing, software and computer games and music. (Lavanga, 2002) 

Guerzoni characterises cultural and art organizations for their focus on the “production and distribution of goods and services of artistic and cultural nature, and can be classified in many ways.” (Guerzoni, 1998 p.241)  Eight characteristics can be contributed to cultural activity or cultural production: 1) Uniqueness 2) Scarcity 3) Idiosyncrasy in production 4) Heterogeneity 5) Low grade of use value 6) Aesthetic and semiotic content 7) Low grade of technical reproducibility 8) Simultaneity between production and consumption. ( Van der Borg & Russo, 2005)

The definition of culture that is chosen by the member states of the LEG EUROSTAT is as follows:

“.. activities incorporated within cultural policy are those dealing with the conversation, creation/production, dissemination and trading, as well as education, in all cultural goods and services in the following domains (EUROSTAT, 2000):

· Cultural Heritage 

· Visual Arts 

· Architecture

· Archives 

· Libraries

· Books and Press

· Performing Arts

· Audio and Audiovisual Media

Van der Borg & Russo (2005) include among cultural events the following entities: various festivals, historical celebrations, fairs and expos, concerts, temporary exhibitions and sport events.

Throsby (1995) filters out two different interpretations of the world culture related to economics, based on a report of the United Nations World Commission on Culture and Development. (WCCD, 1995) These interpretations are:

1. Culture is a set of activities, including all those activities undertaken within … the so-called “cultural industries”...(functional view)

2. Culture is a set of attitudes, practices and beliefs that are fundamental to the functioning of different societies. These attitudes, practices and beliefs are expressed in a particular society's values and customs, which evolve over time as they are transmitted from one generation to another. (Sociological or anthropological view)

There are two different angles with respect to culture, within the functional view: the production and the consumption. Both these aspects of culture are part of the cultural industries. However, activities related to the consumption of culture promote urban cultural activities as a magnet for tourism, hotel, retailing and catering. The more long-term strategy, the production of culture, is providing support for creative industries like publishing, film, fashion, design and TV. The long-term risk of focussing on consumption-based cultural industries is that jobs created in the creation of mostly low-skilled jobs, where the intention might be creating high-skilled jobs in a value-adding sector of the economy. (Lavanga, 2002)

Within the functional view as given by the World Commission on Culture and Development, Throsby (1999) is known for his term “cultural capital.” In the next section an overview is given of his view on culture as a production factor.

Cultural Capital: Culture as a production factor

David Throsby argues in his paper Cultural Capital (1999) that apart from the three traditional forms of capital a fourth type of capital should be identified. The traditional types of capital are human capital, physical capital and natural capital. The fourth type of capital is cultural capital. Throsby states that cultural capital has an own identity and it is not possible to adequately capture it within the other three traditional types of capital. Therefore cultural capital should be regarded as an additional type of capital.

However, Throsby is not the first researcher to use to term “cultural capital.” According to Bourdieu (1986) individuals possess cultural capital if they have acquired competence in high-status culture within a society. Bourdieu distinguishes three forms of existence of cultural capital; in an embodied state, in an objectified state and in an institutionalised state. The first type, in an embodied state, cultural capital is the disposition of the individual's mind and body that lasts for a long time. In an objectified state, the second type of existence of cultural capital, it is turned into cultural goods like books, instruments and paintings. The third and last type of existence is within an institutionalised state, where the cultural capital is recognised, for example in the form of an academic credential.

Something has cultural value if it contributes to this set of attitudes, practices and beliefs. There can be a valuation of this cultural value. Not each individual has the same perception of the cultural value of e.g. an important literary document or a historic building. However, Throsby argues that there is enough consensus to be able to rank certain cultural items by means of a collective judgement. It is important to note that there are two different types of assets that have cultural value. The first are the tangible cultural capital assets such as paintings, buildings/structures and sculptures. The second group are the intangible cultural capital assets such as music and literature, but also the set of beliefs and ideas that binds a group of people.

An example of a tangible cultural capital asset is the Tower of London, of which the construction required as well physical as human resources. The Tower of London is as well excludable as non-excludable. The outside view is a public good of which no one can be excluded. The interior of the Tower and its structures is an excludable good, as you have to pay to get in. There is a constant depreciation, both in cultural as economic value, if the Tower is not maintained properly. However, even if the unlikely happens that the Tower is completely destroyed or left to ruin, the residual value is larger than zero. This, because some public-good value, be it small, will survive.

Examples of an intangible cultural capital asset are the poems of Shakespeare. These intangible cultural capital assets also required physical and human investment. If they are not read, performed or published, they may deteriorate. The poems can be re-published, performed and read infinitely. Therefore there is a service flow in both cultural and economic way, as the books and compact discs are sold. 

Both the tangible as the intangible cultural capital assets can be used to stimulate the production of other assets, like inspiration for new artists, writers or constructors. Also tourism is an important service that is influenced by cultural capital assets. 

For the two types of cultural capital assets, tangible and intangible, there is a different relationship between cultural and economic value. Tangible assets have both an economic as a cultural value. The economic value can be considerable or negligible. In case of the Tower of London for example, the location has a considerable economic value as the ground has a significant price in this part of London. An example of a tangible asset with a negligible economic value is a famous painting. Picasso's Guernica for example is made of a large canvas or 7.76 m by 3.49 m and some litres of paint. The economic value therefore is negligible. The cultural value however is immeasurable as it takes in an important place in the history of art and the history of Spain. 

Intangible assets, on the contrary, mostly do not have an economic value since they cannot be traded as assets. The services, in the case of Shakespeare the books and compact discs, that find their origin in a intangible asset, often do have both an economic as a cultural value.

A schematic representation of these theories can be found in Figure 2.1. The figure shows that tangible cultural capital assets can have different values. The cultural value can be low or high, and the economic value can be low or high too. An example of a cultural capital asset with both a high economic and a high cultural value is the Saint Peter's Basilica in Vatican City. This building has a high cultural value, as it is important to the Roman population and even the global history as the seat of the religion with the most followers in the world.
 However, this building has also a high economic value as it contains a lot of precious building materials and it is situated on a large surface at a prominent place within Vatican City and Rome. As shown in the same Figure 2.1, intangible assets do not have an economic value, as they cannot be traded as assets. If they are transformed into tangible assets, they can obtain an economic value. Examples are Einstein's ideas. The ideas itself do not have any economic value, but if put into practice or written down they can be sold and obtain an economic value. 

Cultural value does influence economic value and Throsby expects that there is a large correlation between these two variables, but by no means this correlation will be exactly one. 

[image: image1.emf]

 Figure 2.1 Cultural Capital Assets (Source: Own work based on the theory of Throsby (1999))

§ 2.3 Large Events

As there is not one clear interpretation of the word “culture,” neither is there one agreed definition upon the word “event.” (Hall, 1989) One name for large events is the term “hallmark events” designed by Ritchie (1984) and its definition reads: “Major one-time or recurring events of limited duration, developed primarily to enhance the awareness, appeal and profitability of a tourism destination in the short and/or long term. Such events rely for their success on uniqueness, status, or timely significance to create interest and attract attention. Ritchie´s definition of a hallmark event is the standard definition for large events (Hall, 1989). Another definition of the term hallmark event, comparable to the one from Ritchie (1984), is the definition of Hall (1989) that reads: “Hallmark tourist events are major fairs, expositions, cultural and sporting events of international status which are held on either a regular or a one-off basis.”

Burns and Mules (1986) use the term “special event” instead of hallmark events and define these special events as follows: “ (..) events that are expected to generate large external benefits, or where the external benefits are so widely distributed and the event costs are so substantial that they are funded, either partially or wholly with public monies.”

Another name for large events is mega-events. Mega-events are large, short-term scale leisure and tourism events with long-term consequences for the cities that stage them. 

(Roche, 1994) The term hallmark event is the most applied term, other terms refer to the standard term “hallmark” event. (Hall, 1989)

Ritchie (1984) distinguishes different types of hallmark events, with a focus on the relationship between events and the impact on tourism. 

The first type of hallmark events is the so-called world fairs/expositions. These fairs were developed to focus attention on a particular region or urban destination, sometimes visually reinforced by means of new eye-catching architecture symbolizing the location and theme of the exposition. The most famous example of this architecture is the Eiffel Tower, designed for the 1889 World's Fair in Paris. 

The second type of hallmark events is unique carnivals and festivals. This type of events is events that have achieved a high level of consumer recognition over the years and are mostly annually recurring events. An example of a unique festival is the Oktoberfeste in Munich. This type of hallmark event is mostly the spinoff of multiple events initiated by residents or the municipality in order to celebrate a particular occasion while promoting tourism at the same time, frequently during the off-season. (Ritchie and Beliveau, 1974)

The third type of hallmark events is major sports events. It is not always clear to define what exactly is a major sports event. Some are obvious, like the Olympic Games and the World Cup of soccer. They have a unique and sometimes even mystique reputation, are held relatively infrequent and they are dedicated to excellence. The border is unclear, as events like the Formula 1 Grand Prix racing do not possess the same degree of uniqueness as for example the Olympic Games, but they do have created an aura of tradition that is a important for the tourism sector in the surrounding area. 

Cultural and religious events are the fourth type of hallmark events. These are events that are primarily held for non-commercial reasons, but do provide an important contribution to the tourism industry. Mostly, is not fashionable to openly admit the economic importance of such events, as states Buck (1977). Some of these events indeed were developed in order to promote tourism. Other cultural and religious events turn out to be an event that has a significant influence on tourism, because of extensive media attention.  They also could be staged in a very private way, but they are not. An example is royal weddings that undergo a lot of media attention and generate a tourism flow. 

The fifth type of hallmark events is historical milestones. Whether a historical milestone is a hallmark event, must be decided on a case-by-case basis. An example is the celebration of the 500th anniversary of certain European cities. These historical milestones are not hallmark events on it, but are turned into events with a season-filling programme by means of extensive promotion of the celebration. 

The sixth type of hallmark events is easily overlooked. This type of hallmark events is the classical commercial and agricultural events. Also a distinction can be made within these classical commercial and agricultural events. Some of these events were designed with the tourist aspect in mind, others have turned into a hallmark event because of their unique character combined with their economic significance. An example of the former is the annual wine purchasing ritual in Beaune, France. An example of the latter is the 1982 Floriade event in Amsterdam.

The seventh and last type of hallmark events is the major political personage events. This type of events is by origin and nature non-touristic. However, they appeal interest and have significant influence on the tourism sector. The best example of this type of hallmark events is the inauguration of a new United States president. Some events are combinations of political personage events and religious events. An example of this combination of types is the funeral of Marshall Tito in former Yugoslavia. 

In the research question the question is formulated what the impact is of a large cultural event on the local economy. Defining the scale is one of the major problems that occur with the analysis of a cultural event. (Davidson and Schaffer 1980) According to Ritchie (1984) hallmark events have the ability to focus national as well as international attention on the destination.

Apart from this theory of Throsby (1999), there is another discussion on the scale and the time span of large events. The key difference between an event and an attraction is the time span. Attractions tend to draw visitors for a longer period of time, while events are transitory. Hallmark events operate in a short time frame and therefore require temporal and spacial specifiers in their analysis. (Hall, 1989)

We include large sports events, as they are able to generate long-term media and tourist attention. There are different perceptions whether sports events should be considered as cultural events or not. Cowen (1998) states that even though sports do not qualify as art in the narrow sense, because of their mixture of entertainment and live drama and performance, they do provide a link towards a world of many diverse and specialized performances. Throsby (2001) states that sports events are an element of the wider definition of culture, since they have the ability to consolidate group identity and are an expression of shared values. Despite this discussion on definitions, there is a practical advantage. Research and theories regarding sports events can contribute to the research with relation to large events concerning art (Seaman, 2003)

§ 2.4 Conclusion

The author has shown several interpretations of the word “culture” and names and interpretations for large events. The author's definition of a large cultural event is a combination of different interpretations of these two aspects, as shown in figure 2.2. The combination exists of different interpretations of hallmark/special/mega-events and the functional interpretation of the word culture as given by the United Nations World Commission on Culture and Development. This functional perspective tackles all cultural events, as they are undertaken within the cultural industries.  Remarkable is, that the sociological definition has been developed previously to the functional definition. The sociological perspective does not particularly deal with one event, where the functional perspective does. Therefore, the definition of a large cultural event, as shown in figure 2.2, is a combination of the word “event” and the functional view of culture. Table 2.3 gives a brief overview of the different interpretations of the word culture, seen from different perspectives with the corresponding authors. 
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Figure 2.2 Large Cultural Events (Source: Own work)
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Table 2.3 Culture from different perspectives (Source: Own work)

The characteristics that can be filtered out of the different definitions of hallmark, special and mega- events are that they draw long-term international media attention and that they cause a long-term increase in tourism. 

The author's definition is a combination of the different core definitions of culture and events, given by different events. The author has chosen to include large sports events in his definition of a cultural event, as they possess the characteristics of both “culture” and “large events,” and the knowledge about large sports can be used in the analysis of “large cultural events” in a more restricted interpretation. The author’s definition of large cultural events as applied in the rest of this paper reads as follows:

“Major one-time or recurring events with a focus on the production/distribution, exhibition or trading of goods and services with relation to the cultural industries that have a unique status and attract long-term substantial attention.”

Now the author's definition of a large cultural event is given, the next chapters give insight in the possible positive and possible negative effects of the organization of a cultural event for the surrounding region or city.

Chapter 3 The negative effects of a cultural event 

§ 3.1 Introduction

There are different types of negative effects that come along with the organization of a large cultural event. The author has chosen to differentiate different types of negative effects, into direct and indirect negative effects. Within these two types of negative effects, a distinction can be made into monetary and non-monetary negative effects.  As shown in figure 3.1, the direct monetary negative effects are the direct costs. The indirect monetary negative effects are both the indirect costs and the opportunity costs. First, there are the direct costs of the organization of an event. These costs are for example the costs of the rent of the physical location of the event, and the employees that are involved with the ticketing. Indirect costs are for example the costs of extra policemen and medics. Opportunity costs are the hidden costs or the benefits that would have occurred if the event had not been organised. In literature, there is not one consensus on the dividing line between direct and indirect effects. However, often direct effects are considered the effects that come along immediately with the organization of the event. Indirect effects are externalities that do not come along immediately with the organization of a particular event, but are caused by the event (Dziembowska-Kowalska & Funck, 2000). On the difference between monetary and non-monetary negative effects is not an agreed consensus either. Therefore, the choice has been made to value an effect as monetary if it has a monetary character or if it can be valued in terms of money easily. If an effect cannot be valued in terms of money easily or if it has a non-monetary character, an effect is referred to as a non-monetary effect. In the next section, an overview of the different negative effects is given and the effects are, if possible, divided into the different types of negative effects. For the division into different characteristic groups of negative effects, the division of Ritchie (1984) into economic, tourist/commercial, physical, sociocultural, psychological and political effects is used. All negative effects will be arranged into these six different groups of effects. 
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Figure 3.1 Differentiating negative effects (Source: Own work)

§ 3.2 Direct negative effects

In this section there will be a focus on the direct negative effects that come along with the organization of the cultural event. These effects are divided into monetary and non-monetary direct negative effects. The choice has been taken to not focus on the direct costs for the organizing authority. These costs are case-specific and can be separated from impact analysis. Therefore, costs like promotion of the event, staff and equipment are not fully enumerated. The focus in this paper is on the impact analysis. Therefore, direct negative effects are for example the costs for the host region or municipality that come along with the organization of one particular large cultural event. 

Additional manpower

One of the direct negative effects that come along with cultural events and especially with major sports events is the increased required number of active policemen, firemen and medics (Davidson and Schaffer, 1980). For example, the Dutch football Cup Final was divided into two matches, with limited spectators in order to avoid the estimated 1 million Euros extra policemen deployment. 
 This effect is a direct monetary negative effect, as it is not an externality, but closely related to the one particular large event. The effect is monetary, because it can be valued in terms of money pretty easily. Concluding, the first direct negative effect of a large cultural event can be the increased required manpower.

Investment in infrastructure 

An important part of the direct negative effects is the often-required investment in infrastructure. Although not necessary for every large event, these investments can be seen as costs that have to be made because of the large event. Huge investments are required for the organization or large sports events like the Olympic Games and the FIFA World Cup Football. These investments are twofold, investments in sports infrastructure like stadiums and sports facilities on one hand, and other infrastructure on the other hand. Other infrastructure is for example the roads towards the stadiums, the construction of the Olympic Village and improving the public transport in the host city. 

South Korea and Japan, host countries of the 2002 FIFA World Cup Football invested jointly nearly  $ 6 billion for the construction of 17 new stadiums (Matheson and Baade, 2003). This is only for sports infrastructure, the total investment in infrastructure is unknown. Some analysts peg the total expenditure in infrastructure of only Japan at more than $ 5.6 billion. (Sloan, 2002) These required investments in infrastructure are referred to as direct negative effects, because they are closely related to one particular event and cannot be seen as an externality. The investment in infrastructure is monetary, as it can be valued in terms of money. However, once constructed the infrastructure is an indirect and non-monetary positive effect (Section 4.3). The conclusion however is, that the investment in infrastructure is a direct negative effect of a large cultural event which has a monetary character. 

Evictions

One of the major negative effects that could come along with major urban events are evictions. Hallmark or mega-events, especially the Olympic Games and World Expo, are cause for major urban restructuring plans. These large events are unique in their demand for accommodation, in case of the Olympic Games for teams, players, sponsors and visitors. Therefore, it can be considered necessarily to evict citizens from their current houses, in order to make space for these accommodations. Several case studies considering the effects of the Expo '86 in Vancouver, the 1988 Calgary Winter Olympics and the rejected bid for the 1996 Toronto Summer Olympics, show that forced evictions because of these large events are rule rather than exception (Olds, 1998). 

Even though the Olympics Games are unique in their extremely large demand for accommodation, any events can stress upon the local housing market (Jones, 2001).

Another type of evictions, apart from the housing evictions, is evictions of small businesses. Some companies are evicted or even people are arrested in order to avoid portraying a negative image of the host city (Shapcott, 1998). This is related to the so-called crowding out effect, as discussed in the next paragraph. Evictions are referred to as direct effects, as they are easily attributable to one specific event. Evictions are a way of facilitating the large cultural event. The authors has chosen to classify evictions as non-monetary, as the overall impact of evictions such as the need for new housing and stress are not easily valued in terms of money.

§ 3.3 Indirect negative effects

Opportunity costs

Large events have, besides direct negative effects, also indirect negative effects and opportunity costs (Ritchie, 1984) For example, during the 1984 Los Angeles Olympic Games a lot of people were attracted to the city. Apart from this large positive effect, it also had a hidden negative impact. People who otherwise would have come to the city decided not to come anymore because of the Olympic Games. The Economics Research Associates (1986) calculated that the Olympic Games 1984 in Los Angeles did not only cause an enormous positive cash flow, but they also caused an estimated $ 163 million not to occur because of the organization of the Olympic Games. Opportunity costs are indirect negative effects, as they are a consequence of a certain event and therefore can be seen as an externality. Even though opportunity costs are mostly hidden and difficult to value in terms of money, the choice has been made to refer to them as monetary indirect negative effects, because of the strictly monetary character of the opportunity costs.

Effects Ritchie (1984)

Ritchie (1984) names possible negative effects of large events. He distinguishes six different types of impacts of large events: economic, tourism/commercial, , and sociocultural, psychological and political effects. Each of these categories has a positive as well as a negative side. The negative side is exposed in the following part; the positive side is explained in section 4.3. 

Negative economic effects are price increases during the event and real estate speculation. As these effects are externalities and possess a monetary character, they are indirect monetary negative effects.
A negative tourism effect that can be caused by the organization of a large event is a poor image because of an improper organization. This is an indirect effect with a non-monetary character. 

A negative commercial effect is negative reactions from existing firms in the region due to larger competition among companies for manpower and government assistance. These negative reactions are non-monetary effects that are caused by the event and can be seen as an externality. Overcrowding and environmental damage are negative effects. As these are externalities and the damage cannot be valued in terms of money easily, they are non-monetary indirect negative effects. 

Sociocultural negative effects are for example the commercialization of activities of private or personal nature and the modification of the event into an event focussed on tourism. These negative sociocultural effects are not attributable to one certain event and have a non-monetary character. Therefore, they are non-monetary indirect negative effects. 

Psychological negative effects are poorly understood, but an example can be the development of a defensive attitude towards a host region. Another example of a negative psychological effect is hostility between hosts and visitors, depending on the level of misunderstandings. These are indirect and non-monetary negative effects, as they are externalities of large events and cannot be valued in terms of money easily.

 The last category is the political negative effects. Examples are the economic exploitation of the local population in order to satisfy political needs and the distortion of the true nature of the event to reflect values of political system. This type of negative effects have a non-monetary character and are not easily attributable to one certain event and therefore indirect non-monetary negative effects. (Ritchie, 1984)

As shown in Chapter 2, one of the characteristics of large cultural events is that they are a long-

term motivator for tourism to the host region (Getz, 1999). Therefore, some of the research carried out on the effects of tourism to a region can be used to sketch possible difficulties of tourism, caused by large cultural events. Van der Borg, Costa and Gotti (1996) distinguish in their paper on the effects of tourism on seven European heritage cities two different types of visitors: tourists and excursionists. Excursionists are day visitors; tourists are overnight visitors that stay for a longer period. According to the ratio of excursionists to tourists, negative impacts of these visitors vary. The general perception is that excursionists cause larger negative effects in comparison to the positive effects, as they only stay in the city for a short amount of time.  Large cultural events attract a lot of excursionists, who visit the event for a single day. This tourism flow towards the host region or city can cause problems.

Congestion, parking problems and nuisance

An indirect negative effect is the hindrance that comes along with a large event, is hindrance. Hindrance can be caused by new infrastructure. The construction of new infrastructure causes inconveniences like road closures, construction noise and dust for the inhabitants (Jones, 2001). 

Other types of indirect negative effects of large cultural events are represented by Van der Borg, Costa and Gotti (1996). Van der Borg, Costa and Gotti (1996) mention, as the outcome of a survey, the positive and negative effects that art heritage cities undergo as a consequence of tourism. Large cultural events attract a lot of visitors and therefore cause tourism. One of the negative effects that locations that are easily accessible by car and touring encounter is pollution of the environment caused by the large amount of vehicles entering their city. The principal negative effect mentioned by all cities is congestion and parking problems in the historic city centres. The city of Oxford referred to litter as one of the negative effects of tourism. Other negative effects that are mentioned sometimes are irritation of the local population and “wear and tear” of heritage (Van der Borg, Costa and Gotti, 1996). Concluding, there are different types of annoyances that are caused by the organization of large events, both during the construction of infrastructure in preparation for a large event, as during the event itself. Pollution, congestion and parking problems are an example of these indirect negative effects, which are externalities of large events. These indirect negative effects are non-monetary, as they cannot be valued in terms of money easily. 

Crowding out

Partly opportunity costs, but definitely a negative effect is the so-called “crowding-out effect.” Van der borg (2001) describes in his paper “Tourism and Urban Development” this effect. This effect means, that there are companies and inhabitants that tend to move away from the host region, because of the organization of a large (cultural) event. Crowding out is related to evictions, with the difference that crowding out is an unintended effect and evictions are, mostly undesired, but still a part of the means of facilitating the large cultural event. This effect is different from the opportunity costs, as these companies already existed and people already lived near the location of the event. Sometimes this is a clear and voluntary choice, but especially companies face increasing competition because of new companies that enter the region because of the large event. It is possible that nearly all companies surrounding the event location are in the related business of the event, and companies related to other businesses disappear from this location. This is the crowding-out effect. This effect is often indirect and hardly measurable in terms of money. This crowding-out effect is an externality of a certain event and is therefore an indirect effect. Moreover, this impoverishment of diversity of the local business is referred to as a non-monetary and indirect negative effect.

§ 3.4 Conclusion

In the previous part, different costs or monetary negative effects and non-monetary negative effects are shown. Different authors choose for a different classification in the (negative) effects of large events. The decision has been taken to classify the negative effects into two different groups: direct and indirect negative effects. Within this division, each group contains both monetary and non-monetary negative effects. Figure 3.1 gives a brief overview of the division of effects into the different groups. The decision has been made that direct costs for the organizing party are not fully exposed in this paper, as it tries to focus on impact analysis. Therefore, more attention is devoted to the direct costs for the surrounding region or municipality, the non-monetary direct negative effects and the indirect negative effects.

The main direct costs, which can be measured directly in terms of money, are the costs that come along with the extra deployment of active firemen, policemen and medics. Another type of costs is the investment in event- specific and other infrastructure and facilities. This can be seen as an investment, but it has to be realised that on the short term a large amount of money is required and the payback is insecure.

 The main opportunity costs are the costs caused by visitors, who otherwise would have visited a particular city or region; do not visit the location because of the large cultural event. 

The negative effects of large events are divided by Ritchie (1984) into economic, tourism/commercial, physical, sociocultural, psychological and political effects. The choice has been made to use this division in order to rank all the non-monetary negative effects. Economic non-monetary costs might sounds contradictionary, but with non-monetary is mentioned that it cannot be valued in terms of money directly. Table 3.2 shows this division into different groups and places the other non-monetary negative effects in the already existing division of Ritchie (1984).
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Table 3.2 Negative effects of large cultural events  (Source: Own work)

Chapter 4 The positive effects of a cultural event 

§ 4.1 Introduction

There are several reasons why large events are hosted. Not in the last place, because of the expected positive economic effect on the host region. For example, “Le Grand Départ,” the start of the Tour de France 2010 in the city of Rotterdam is expected to yield 40 million Euros to the municipality of Rotterdam.
 Another example of expected large economic impulse is the FIFA World Cup Football; host country South Africa expects an economic impulse of 4 billion Euros.
 But monetary goals are not the only drivers behind the organization of a large cultural event. Other drivers can be increasing city brand awareness and improved image.

In this section the positive effects of large cultural events are presented according to the literature and divided into two groups. The first group are the direct positive effects and the second group are the indirect positive effects. First, all positive effects will be divided into these two groups. For each effect is determined whether is has a monetary or a non-monetary character. At the end of this chapter all positive effects will be placed in the division of Ritchie (1984), as in Chapter 3.

§ 4.2 Direct positive effects

One of the main reasons for the hosting of an event are the monetary benefits. The organization of events and the coherent event tourism are by the goal of economic benefits (Getz, 1999) 

An important factor of direct monetary benefits is the expenditures of visitors of the event. Large events attract tourists, and rising world incomes and declining real airfares reduce the travel cost dimension (Burgan and Mules, 1992). Therefore, more foreign visitors can afford to visit a large cultural event from abroad. 

Income

The visitors of the event spend time and money in the host city. This generates income for the whole region, especially for retail, hotel and restaurant-related industries. However, one should take care when describing the net income effect for a certain region, and not take into account expenditures made by the local population (Jones, 2001). More on this topic is presented in Chapter 5. For example, the total economic added value of Salamanca being the European Capital of Cultural is estimated at more than 241 million Euros. However, this number should be valued with care, as it is the outcome of a multiplier with a certain degree of uncertainty. This is the money spent by visitors in and around Salamanca, who are supposed to have visited the city, at least partly, because of the European Capital of Culture events during the year 2002. This spending include the spending on accommodation, shopping, meals and transport. (Herrero et al., 2006) 

Employment 

The organization of a large cultural event can cause extra employment. The large amount of visitors spends time and money at the event and the surrounding area cause an economic boost. The arrival of large amounts of people puts pressure on all kinds of resources in the region. Hotels, restaurants and retail are examples of sectors that will experience an increase in customers. This causes extra employment. For example, during the 1996 Atlanta Summer Olympic Games, employment was boosted by 17% in the counties of Georgia affiliated with the Olympic Games in relation to the increase in other counties in Georgia that were not affiliated by the Olympic Games (Hotchkiss, Moore and Zubay, 2003)

Media attention

International and national media report the existence of the large cultural event. This exposure, by Internet, TV and printed media can benefit the host city. The host city or region wishes to be associated with the glory of a large event at its finest. However, sometimes media attention can be a threat, in terms of negative attention and association with amateurish organization, promotion or missed opportunities. This happened for example in the case of media attention for the 1999 Rugby World Cup in Wales (Jones, 2001). Media attention is a non-monetary direct positive effect, as it is closely related to one particular event and cannot be valued in terms of money easily. 

§ 4.3 Indirect positive effects

Apart from the direct benefits that come along with the organization of a large cultural event, there are also indirect positive effects. These indirect positive effects are positive externalities of one or more large cultural events. This section will give insight in the possible indirect positive effects that can influence the decision whether to organize a cultural event or not. 

Effects Ritchie (1984)

Ritchie (1984) distinguishes the next types of impact of hallmark events: economic, tourist/commercial, physical, sociocultural, psychological and political. This division is also used in Chapter 3. 

Economic positive effects are the creation of employment and increased expenditures. Increased expenditures is an example of monetary benefits, as it can be expressed easily in terms of money. The creation of employment can be both a direct positive effect as an indirect positive effect. Direct, since it is created directly by the organization of the event, like the policemen, firemen and medics. However, the creation of employment can also be indirect as it can be an externality. For example, people who are hired to clean the streets after a certain event are not directly related to the event.  Both types of creation of employment are monetary, as they can be valued in terms of money pretty easily and have a monetary character. 

The second category, the tourist/commercial positive effects are for example the increased awareness of the region as a travel destination and the increased knowledge concerning the potential for investment and commercial activity in the region. This is a possible externality of a large cultural event with a non-monetary character. Therefore, the awareness of a region as a travel destination is an indirect non-monetary positive effect. 

Examples of physical positive effects, the third category, are the construction of new facilities and the improvement of local infrastructure. In the previous chapter, the choice has been made to refer to the required investment of new facilities and infrastructure as a monetary direct negative effect. Once constructed, however, they can generate benefits for the region. These benefits may vary from facilitation of transport as an economic process, to a more comfortable road when driving home from work. Therefore, this indirect positive effect can be both monetary and non-monetary. 

The fourth category, sociocultural positive effects, is for example the increase in interest in the type of activity associated with the event. Host cities or regions can use the event in order to get the population interested in art or do sports. Another positive sociocultural effect is the strengthening of regional traditions and values. This positive effect cannot be attributed easily to one particular event and can be considered as an externality. It cannot be valued in terms of money easily either, and therefore is referred to as a non-monetary indirect positive effect. 

An example of a psychological positive effect of a large cultural event is the increased local pride and community spirit. Another example is the increased awareness of non-local perceptions. This is a clear example of an externality, an indirect effect, with a non-monetary character. 

Possible positive political effects of a large cultural event are the enhanced international recognition of the region and its values and propagation of the political values held by the government and/or the local population. These effects are externalities of a large cultural event and cannot be valued in terms of money easily. Therefore, these effects are non-monetary indirect positive effects. 

Concluding, Ritchie (1984) has mentioned a lot of different positive effects of large events and divided these into six different categories. The author has divided these effects within Ritchie's six categories into direct and indirect positive effects. In the following part several other indirect positive effects as referred to by other authors are mentioned. These other indirect positive effects are placed into Ritchie's division in paragraph 4.4. 

Infrastructure and facilities

Also mentioned as costs, but the investment in infrastructure and facilities can be referred to as a benefit of a large cultural event. Once constructed, they can contribute to the city´s economy for years. However, a critical question can be asked: If such infrastructure and facilities are as lucrative to a city as is claimed, why does it need mega-event to make a region building them? (Jones, 2001) The amount of money invested in infrastructure and facilities is case-specific. For example, the total public spending on new cultural facilities for the European Capital of Culture Salamanca 2002 was more than 46.5 million Euros. The overall private spending on new touristic equipment was estimated at more than 74 million Euros, causing a total investment in facilities and equipment of nearly 121 million Euros (Herrero et al., 2006) Concluding, infrastructure and facilities are long-lasting indirect positive effects of large cultural events. As this infrastructure causes a range of benefits, it can be both a monetary as a non-monetary indirect positive effect. 

Image

One of the factors that play a role in the decision-making with relation to the organization of a cultural event is the image of a town or region. Certain cities are known because of important events and therefore have an image of art-city. Maastricht, for example is globally known as the host city of The European Fair Art Fair. Cultural activities and specifically cultural events contribute to the regeneration and the renewal of poor image urban areas. Cultural activities are used often as a tool for regeneration and place-marketing strategies (Bagwell, 2008). 

Cultural events are a valuable tool for different purposes. Firstly, cultural events can give or add life to city streets. Secondly, it is tool for enhancing city image. This city image can be enhance both for the residents as for potential visitors. (Paiola, 2008) Hall (1992) refers to this effect as the “halo effect.” Other names for this effect, that is a long-lasting consequence of an event on the city image, are the “showcase effect” (Fredline and Faulkner, 1998) or the “feel good effect” (Allen et al. , 2002) 

One critical remark could be that image can also be valued in terms of money. Indeed, one of the aspects that play a role when considering the city image is cash flow generated by tourism. Apart from tourism, also other aspects like attractiveness for young professionals and high potentials are taken into account. However, as Paddison (1993) stated, it is very hard to measure the impact of events on city image. This, because city image is mostly subjective, aimed at different publics and is multifaceted. 

One of the main aims of a positive image of a city, is that positive image leads to the perception as a potential travel destination. (Hall, 1992) As shown in Figure 5.2, city image is divided into to components, the designative and the appraisive aspect. The appraisive aspect also can be divided into two components: the evaluative and the affective component. (Nasar, 1998) The designative aspect has to do with the categorisation of cognitive elements of a city or region. Examples of these designative aspects within a city image are the opinion on Rotterdam as a water city or modern architecture city. (Richards & Wilson, 2004) 

The appraisive aspect, divided into the evaluative and affective component, tells us what a certain person feels about a certain place or how this person values that particular place. The evaluative component looks at emotions and the expression of opinions. (Nasar, 1998) The affective component is concerned with the specification of preferences and the relationship between that preference and city or region imagery.
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Figure 4.1 City image  (Source:  Richards and Wilson (2004))

The increased image of a host region is a positive effect. It is an externality of one or more large cultural events. As image is an abstraction, it is very hard to value it in terms of money. Therefore, image is an indirect non-monetary positive effect. 

Location factors

Large cultural events can contribute to the imaging of certain regions or cities by large companies. In the decision of companies for a certain location, these companies look for certain characteristics that the location should possess. These characteristics are called “location factors. A distinction can be made between “hard” and “soft” location factors. There is not a clear consensus in literature on the exact classification of these two types of factors (Dziembowska-Kowalska & Funck, 2000). However, Dziembowska-Kowalska & Funck (2000) suggest that the distinction is based on the effects on profitability. When these factors influence a region's conditions for a particular productive activity, they have a direct influence on the profitability of a company and therefore will be considered as “hard factors.” Other factors that have an indirect influence and no direct visible influence on a company's profit are considered to be “soft” factors (Hummel, 1990; in Dziembowska-Kowalska & Funck, 2000). Examples of hard cost factors are the wage rates, the local price levels of materials and the interest rates. Soft cost factors are more difficult to measure and often hardly expressible in terms of money. Examples are decisions from public policy makers that influence the company's profit indirectly. 

There is a shift from the importance of hard location factors to soft location factors in the decision-making process with relation to the location of companies. Therefore, cultural events can play an increased role in attracting firms to a specific location.( Dziembowska-Kowalska & Funck, 2000) The relationship between cultural events and location factors is an indirect one, as location factors can be part of the externalities of large cultural events. Location factors itself have a monetary function, as they attract businesses that can be valued in terms of money. However, it is very hard to measure what the decisive location factors are for a company and how they are effected by a large cultural event. Therefore, location factors will be seen as an abstract and non-monetary concept. 

Urban regeneration

A lot has changed since Smith (1776) stated that professionals like painters, dancers, jesters, comedians do not contribute to a country's wealth and their jobs are unproductive. Nowadays, a perception is that cities or regions without these creative jobs that score low on for example diversity and creativity indices are losing the economic development race (Florida, 2002).

Large cultural events can play a role in urban regeneration (Paiola, 1993). 

Cultural events can play an important role in the development of a cultural clusters or networks, as for example in Temple Bar in London or the Westergasfabriek in Amsterdam (Hitters and Richards, 2002).

A cultural quarter is defined by Wynne (1992) as follows: “a geographical area that contains the highest concentration of culture and entertainment in a city or town.  Creativity and cultural clusters are important growth engines in a city's economy. This role of cultural clusters and creativity as growth engines is becoming more and more important (Mommaas, 2004). Cities have used mega-events like Expos, sporting events and World Fairs as a means of revitalizing their economies, improving their image and creating new infrastructure. (Richards, 2000) The link between one particular event is indirect and often unclear. Urban regeneration is an abstract concept that often cannot be valued in terms of money and therefore this effect is an indirect non-monetary effect. 

§ 4.4 Conclusion

There are different types of positive effects caused by large cultural events. As shown in figure 4.2, a division can be made between direct or monetary positive effects on one hand and indirect and non-monetary positive effects on the other hand. 
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  Figure 4.2 Positive effects of large cultural events (Source: Own work)

The main direct positive effects and monetary benefits are direct employment, media attention and income. Within the indirect positive effects and non-monetary benefits another division is made, according to Ritchie (1984). Table 4.3 gives a summary of the different indirect positive effects and non-monetary benefits and summarizes different effects in the division of Ritchie (1984). Within the division of Ritchie, a distinction is made between direct and indirect effects. For each effect is determined whether it is a monetary or a non-monetary effect. 

Now a the different effects as mentioned by different authors are given, the next chapter gives more insight in quantifying and qualifying impact analysis and measuring the scale of the effects. 
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Table 4.3 Non-monetary positive effects of large cultural events (Source: Own work)

Chapter 5 Methods applied in impact analysis

§ 5.1 Introduction

There are different methods applied in the impact analysis of large cultural events and large events in general. Some of these methods are applied more often than other methods. These methods vary from qualitative and illustrative to quantitative methods. The techniques that are applied are in order to estimate the total impact of an event on the economy, but often turn into an illustration of what the region would lose if the event were not to be held. (Davidson & Schaffer, 1980). Furthermore, often the benefits of large events are overstated in order to rationalise a certain event, and sometimes only the economic impacts are mentioned and therefore the negative socio-cultural effects are not included in the analysis (Hiller, 1998) In this section the most popular techniques are introduced and some common mistakes that are made within the impact analysis are shown. A distinction is made between quantitative and qualitative impact analysis.

§ 5.2 Quantitative impact analysis methods

The common quantitative impact analysis method in impact analysis is the “effects method.” (Herrero et al., 2006) This effects method functions as an Input-Output analysis in order to make a cost-benefit analysis of the event. The main goal of this type of impact studies is to measure and present the big flows and effects in the context of the regional economy, derived from the presence or existence of a cultural activity or organization in a concrete geographic area over a specific period of time (Greffe, 1990). This type of study tries to estimate the size of the spending flows and to measure the overall impact of an event. This does not mean that it is always limited to the earnings volume; often they are complemented by employment analysis or tax impacts (Heilbrun and Gray, 1997). A tool that is used in this effects method is the multiplier effect. The multiplier is calculated by surveying a group of visitors and multiplying their average expenses by the total amount of visitors of the event. The next paragraph shows the implementation of the multiplier effect and some common mistakes in calculating and interpreting the multiplier effect.

The multiplier effect

The multiplier effect is a key tool in the analysis of economic impact of events. The multiplier effect means that an initial direct expenditure of visitors of an event generates an additional economic activity. This economic activity can be in different ways, like employment, business turnover, household income and government tax income. (Archer, 1973) 

The main input factors for economic impact assessment are the expenditures generated by visitors, accompanying persons, delegates, sponsors, organizers and others. (Dwyer, Forsyth & Spurr, 2005)

Part of the money spent by visitors in the first round of spending leaks out from the local economy into other economies. Figure 5.1 shows that this leaking can be caused in different ways, for example by buying goods from companies within other economies or paying taxes to the government of another economy. The money spent by the visitors of the event is called the direct economic impact. Four different types of establishments within the city are distinguished. Each of these establishments spends, at least partly, the amount of money generated by the initial spending of the visitors. Five different ways of spending this cash flow are mentioned: local inter-industry purchases, direct household income, local government revenue, non-local government revenue and non-local leakages. The first three of these five possibilities of the first round of spending count for the multiplier effect, the last two do not. This, because the non-local government revenue and non-local leakages do not represent the economic effect of the initial spending on the local economy, but rather on the global economy. 

Each of the three local entities that receive a cash flow from the first round of spending, will continue to spend this cash flow in the same five ways as in the first round. This process continues until all the impact has leaked out to other economies and the effect is negligible. All these rounds sum up to the indirect economic impact of the initial cash flow spent by visitors of the cultural event. The third type of impact is called the induced impact. This means the proportion of household income spent on local goods and services. (Liú and Var, 1982) 
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Figure 5.1 The multiplier effect (Source: Own work based on Yardley, MacDonald and Clarke (1990))

Misapplications of the multiplier effect

Often the multiplier effect is used inappropriately. The decision to host a large cultural event often is a political decision. Therefore, the governing authority often does not make a proper balanced analysis (Gamage and Higgs, 1997).

Crompton and McKay (1994) point out five major errors in measuring the economic impact of an event. 

The first error is the use of incremental rather than true multipliers. Different computer programmes use different calculations of the multiplier. Archer (1982) and Vaughan (1984) distinguish three types of approaches of multiplier calculation. Type I and type III are called “true” or  “proportional” coefficients. Type II is called the “incremental” or “ratio” coefficient. 

These are the formulas of the different multiplier formulas:

Type I (true):  


  Direct + Indirect Income  



    

   Direct Visitor Spending

Type III(true): 
    
   Direct + Indirect + Induced Income  




  
   Direct Visitor Spending

Type II(incremental): 
    Direct + Indirect + Induced Income   





         Direct Income

The true method, Types I and III, are easy to use. However, the incremental method, referred to as type II, is often misapplied. The calculated multiplier is used to express the economic impact of initial spending. Therefore, the multiplier should multiply the right data. In case of the true coefficients, it is possible to multiply the direct visitor spending by the multiplier. However, in case of the incremental method, the direct visitor spending should be transferred into direct income. This, because the direct visitor spending represents a sales or transaction value and not direct income. The calculated direct income can be multiplied by the Type II coefficient in order to correctly represent the economic impact. The following example (based on Archer, 1982) will show the application of the different types of multipliers. 

Direct visitor spending:

 
€ 150


Direct income created:

€ 40


Secondary income created:

€ 30


Total income created:


€ 70

The true approach will give the following multiplier: 70/150 = 0.47

The incremental approach will give a multiplier of: 70/40 = 1.75

There might be a temptation to use the multiplier obtained by the incremental approach, as this is a higher number. However, multiplying this number by the direct visitor spending is meaningless and only measures the internal linkage within an economy. To correctly calculate the net economic effect, the multiplier obtained by the incremental approach should be multiplied by the ratio of direct income to direct spending. In this case 1.75 times 40/150 = 0.47. This is the multiplier that could be used for calculating the economic effect by multiplying this number with the direct visitor spending. The net economic effect or the total income created of these € 150 direct spendings is 150 * 0.47= € 70, as shown in the example above. 

The second mistake often made is the uses of sales multipliers instead of income multipliers. Visitors of a cultural event generate a direct, indirect and induced income as a result of their spendings during the event. The sum of these effects is called the transaction of sales multiplier. The most accurate however, is the income multiplier. This multiplier tells how much of the additional sales generated by the initial spending effect the household income of the host city or community of the event. It is incorrect to multiply total visitor spendings by the sales multiplier and refer to this product as the economic impact of the visitor spendings. The economic impact is the total visitor spendings multiplied by the income multiplier. (Fridgin, 1991) These sales multipliers are often used by advocates to justify the organization of a certain event.

The third type of mistake is the misrepresentation of employment multipliers. An employment multiplier shows the direct, indirect and induced effect of an additional unit spending of a visitor on the local employment. This is expressed in terms of full-time equivalent jobs created by the organization of a certain event. However, research (Bishop & Hatch, 1986) shows that nearly none of these created full-time jobs are transferred into actual jobs. This multiplier implies that all existing employees are work at their maximum. As cultural events only last for a limited period of time, this peak in demand for jobs is only for a short time. Companies like restaurants, hotels and taxi companies accommodate this temporary peak mostly by maximizing the utilization of the existing workforce. If this is not sufficient, they might hire temporary employees. 

Therefore, the employment multiplier should not be interpreted as the actual full-time jobs that are created, but as an indication of the extra work that is generated during the event.

The fourth type of mistake is the inclusion of local spectators. The multiply effect is only relevant for the money that enters a given market. The investments that are taken into account in the multiply effect should be investments from outside the community. This can be through visitors, investors from outside the community or external government entities. Money spent by visitors from within the community does not count for the multiply effect, as it does not say anything about the circulation of new money. If these visitors had not spent the money at this particular cultural event, it is likely that they would have spent the money in another way inside the same community. Only, if there is proof that they otherwise would have spent the money outside the community, it can be used to count for the multiply effect. An example is that some inhabitants of Cannes. France would attend a film festival anyway. If the festival had not taken place in their own community, they would have visited another festival outside the community. This part of spendings by local population can be taken into account to give insight in the multiplier effect of this particular festival. 

The fifth type of mistake that is often made when considering the multiplier effect of a cultural event is the failure to exclude casual visitors or so-called time-switchers. In the investigation of the economic impact of a certain effect often the “casuals” and “time-switchers” are incorrectly taken into account. The casuals are people who would have been at a certain location anyway, regardless of the cultural event held at that time. In advance, or during their stay, they hear about the event and decide to visit it. The costs made by this group are not newly created cash flows, as they would have been at this place and spent the money anyway. Time- switchers are people who first planned to come to certain location a different moment than during the event. After hearing that the event takes place at a certain moment they change the time of their visit. Also this spending does not count for the multiplier effect and the economic influence of an event, as the spendings would have been made anyway, be it at a different moment in time. 

§ 5.3 Qualitative impact analysis methods

Qualitative methods are used for a wider impact analysis than the standard cost-benefit analysis. Quantitative impact analysis, focussed on economic profit, was developed previous to the wider analysis. The overall, quantitative analysis also takes into account the social, cultural and political impact. This analysis is also known as the “triple bottom line” evaluation (Sherwood, 2007)

In order to get a complete overview of the non-monetary effects of a large cultural event, different methods are possible. One possibility is a focus group, which is followed and analyzed during and after the event. The second possibility is in dept interviews with for example organizers, policy makers and consumers. The third possibility is media content analysis, in order to get an overview of the image carried out by the media. The fourth method that can be used to get a quantitative analysis of event impact is the use of consumer surveys. The fifth type is environmental audits and formal impacts. Other types are business surveys, market research, valuations and comprehensive costs-benefit analysis. These tools for qualitative impact analysis are not mutually exclusive and can complement each other. (Getz, 1999)

For instance, the methods applied in Van Der Borg, Costa and Gotti (1996) is that of a survey under 20 cities with questionnaires and in depth interviews with policy makers in the heritage cities.

§ 5.4 Conclusion

In the impact analysis, a distinction can be made between qualitative and quantitative analysis. Quantitative analysis focuses on the economic in- and output. Figure 5.2 shows a summary of different methods and tools used in the impact analysis. The quantitative analysis is a cost-benefit analysis, also called input-output model or effects methods (Herrero et al., 2006) On the other hand, the more comprehensive qualitative analysis that also takes into account social, cultural and political factors is called the “Triple bottom line” evaluation (Sherwood, 2007). This qualitative analysis can be carried out in different ways, not mutually exclusive and sometimes more types of tools are required in order to get a complete analysis. 

These methods of qualitative analysis are following a focus group, in dept interviews, media content analysis, consumer surveys, environmental audits, business surveys, market research, valuations and comprehensive cost-benefit analysis. 
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Figure 5.2, Impact analysis (Source own work)

Chapter 6 Conclusion 

This article has tried to give insight in the impact of large cultural events on regional economies. To do so, three steps have been taken. The first step was the definition of a large cultural event. The second step was defining both the direct and indirect positive and negative effects. The third step was giving an overview of the analysis methods applied by different authors. 

The definition as applied in this paper is filtered out by combining the definitions of different authors of the terms “culture” in the functional view and “large event.” This leads to the definition that reads as follows:

“Major one-time or recurring events with a focus on the production/distribution, exhibition or trading of goods and services with relation to the cultural industries that have a unique status and attract long-term substantial attention.”

With this definition as a starting point, the different monetary and non-monetary negative effects are presented. The main monetary negative effects and costs are the deployment of extra policemen, firemen and medics. Sometimes, huge investments in infrastructure and facilities are required. Even though not always that clear, there are definitely opportunity costs. This means the loss of income because of the cultural event. Non-monetary negative effects can be abundant: the most important and common are crowding out, eviction, price increase, congestion and environmental damage. 

The main direct positive effects are media attention, employment and income generated by visitors of the event. Indirect and non-monetary benefits are among other the improved infrastructure, improved image, location factors, and events as a source for urban regeneration and a feeling of pride of the local population. 

In the impact analysis, a distinction can be made between quantitative and qualitative analysis. The quantitative methods are quite similar and try to measure economic impact, mostly by determining multipliers as a result from surveys. Many mistakes are made when presenting these multipliers. Qualitative analysis does not focus in particular on the economic effects, but looks for a wider effect. This is called the “triple bottom line” analysis. There are different ways of doing this type of analysis. Examples are consumer surveys, in depth interviews, focus groups and media content analysis. 

Policy recommendations and further research 

When determining whether or not to organize a large cultural event, or joining the bidding process for large cultural events, host cities and regions have to be aware of the enormous impact of such an event. When looking at the analysis presented by policy makers, one has to realise the incentives behind that presentation. Many mistakes are made when forecasting the impact of a large event. Whether or not these mistakes are made intentionally, one has to realise that the representation of the costs and benefits can be sided and biased. For an unbiased decision an independent institution should investigate the expected impact. However, one should realise that this is difficult as this independent institution is nearly always established by an institution that has incentives to want or not want a certain event to take place. Therefore, the “independent” institution can lose a part of its independency. 

Most of the research carried out is ex ante research, research carried out before the event. Little thorough post hoc research has been done. A recommendation for further research is to focus on an event in the past and make a proper post hoc impact analysis.

Not only the benefits should be taken into consideration, but also the costs and the opportunity costs of hosting such an event. Also the non-monetary positive and negative effects should be taken into consideration, as for example congestion and parking problems. This downside of the organization of large events is often underexposed. 

There are still plenty of opportunities for further research. Nowadays, there are a lot of grey areas in impact analysis. It is often hard to decide whether an effect is monetary or non-monetary, or whether it is direct or indirect. Therefore, more specific definitions of these terms with relation to large cultural event impact analysis should be developed. 

Most of the research on event impact analysis focuses on large sports events like the Olympic Games and the FIFA World Cup. However, there is little research carried out on the effect of cultural events in strict sense, as for example exhibitions and art fairs. This can cause other problems or opportunities that do not occur with sports events.

 A lot of research investigates the economic effect, and within that economic effect mostly only the positive effects. However, there are plenty of opportunities for further research on the effects of a large cultural event in a wider sense. Along with this, another field of research can be this type of events in a larger perspective, the role of cultural events in clustering and economic progression. More case studies on typical short-term cultural events, as for example the TEFAF, can help to put a proper analysis of as well the positive as the negative, the monetary as the non-monetary, the direct as the indirect effects, into practice. 
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