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Introduction

Stronger relationship between festivals and tourism

• Music festivals represent a core topic of tourism
marketing:
“The arts create attractions for tourism and tourism supplies
extra audiences for the arts” (Myerscough, 1998, p. 80)

• Festivals are tourist attractions and generate tourist
flows (i.e. Quinn, 2006; Getz, 2010)

>> But

very few studies on the

ec. impact of small events 3



Introduction 

Debate: estimation of economic effects of cultural events

>> economic impact studies

>> contingent valuation

But suffering of numerous problems

A third way?

>> ex-post econometric verification

new and promising method in the estimation of economic
effects of cultural events (in terms of tourism and
employment)
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Introduction 

Debate: The validity and usability of the estimation
of economic effects of cultural events

. Although economic impact studies and contingent
valuation have been the methods used the most,
both suffer from numerous problems

. In this article we use ex-post econometric
verification as a new and promising method in the
estimation of economic effects of cultural events
and apply it to the estimation of the effects of two
Slovenian jazz festivals on tourism and
employment.
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Introduction 

Main research questions:

1) Do the festivals support local economic development
and (to what extent) do they provide any notable effect
on local tourism and employment?

2) To what extent do the festivals enhance the resilience of
the two cities and in which aspects?

3) Are there any notable difference in the effects between
the two cities (depending e.g. on size, geographic
location, economic development, etc.)?

4) Can ex-post econometric verification as a developing
method serve as a valid and appropriate tool to
estimate the economic and social effects of events on
the host environment and its resilience?
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Economic effects of cultural events
• Seaman (2003):

Total impact = Short-run spending impact (SRS) + Long-run growth
impact (LRG) + Consumption impact (C)

• SRS: short-run net increases in economic activity, related to the net
injections of new spending into the region as a direct consequence
of the cultural asset → Economic Impact Studies (EIM)

• LRG: long-run increases in productivity and economic development
linked to the cultural asset → Travel-cost method; Hedonic pricing

• C: consumer attributed value of the event → Contingent valuation
(CVM); Conjoint analysis & Choice experiments

• (Big) problem (Seaman 2006): can these effects just be added up?
Aren’t they overlapping to some extent – especially C and SRS?



Economic impact studies –
number of problems and critiques

• Seaman 2003:

1) Spending diversion error: failure to subtract local sources and non-local uses of funds

2) Induced (ancillary spending) base error: attribution of all spending to cultural event

3) Multiplier (indirect impact) error: adapting multipliers to specific regions

4) Supply constraint (crowding-out) error

5) Ex post verification error

6) Policy interpretation (partial vs. general equilibrium) error

• Snowball & Antrobus 2006:

7) Defining the area of study

8) Including time switchers and casuals

9) Determining the size of the multiplier

10) Non - including non-market costs and benefits

• + 2 common problems of any input-output study:

11) Homogeneity of products

12) Linear structure of input-output coefficients



The answer so far: 
contingent valuation methodology

• CVM: A method of estimating the value that individuals attribute to non-
tradable goods or to some characteristics of tradable goods not revealed by
the market mechanism

• Consists of asking directly selected samples of population in survey or
experimental settings, what is their willingness-to-pay (WTP) / willingness-to-
accept (WTA) for qualitative and quantitative increments / decreases in non-
marketed goods

• CVA (compensating variation): V (p, y – CVA, z1) = V (p, y, z0)

• EVA (equivalent variation): V (p, y + EVA, z0) = V (p, y, z1)

• Turning points for CVM: Exxon Valdez 1989 oil spill, NOAA panel

• NOAA’s conclusion: ‘that CV studies can produce estimates reliable enough to
be the starting point of a judicial process of damage assessment, including lost
passive-use values. To be acceptable for this purpose, such studies should
follow the proposed guidelines.’ (Arrow et al., 1993)



But: severe problems of contingent valuation 
methodology

• Number of biases and critiques (some of them from Venkatachalam
2004):

- Disparity between WTP and WTA (willingness to accept)

- Embedding or scope effect

- Sequencing

- Information effect

- Elicitation effects

- Hypothetical bias

- Strategic bias

- Benefit transfer

- Microeconomic nature, not addressing the “macro” economic effects

- Extremely expensive and difficult to perform (they are mostly infeasible
in practice for any cultural organization)



A simple solution
– “ex-post econometric analysis”

• A somewhat different question: “How much did the “macro”-
economic indicators change because of the event?”

• It is done ex-post, after the event

• It uses methodology which suffers from no “additional”
economic problems (overblown results, hypothetical bias,
micro vs. macro focus)

• It uses statistical data, measured under common methodology

• Results can be compared across events, regions, states

• It is not expensive and methodologically over-complex

• It can be used to study the characteristics that influence the
economic effects of cultural events the most (in positive and
negative manner)



Literature review
Role of festivals

. Music festival is a “product bundling” (Choi, 2003)

. Intermediaries between producers and consumers of
“aural goods” (Paleo and Wijnberg, 2006)

. Several scholars (Bianchini, 1996; Quinn, 2005; Crespi-
Vallbona and Richards, 2007; Getz, 2009, 1991;
Williams and Bowdin, 2007; Moscardo, 2007; Small,
2007; Formica, 2008; Formica and Murrmann, 1998;
O’Sullivan et al., 2009; Robertson et al., 2009; Oakes
and Warnaby, 2011; Clifton et al., 2012; Van Winkle and
Woosnam, 2014) investigated the contribution of
festivals in city development or regional development
as a touristic attraction tool, city imaging, its marketing
and the impact upon local community 12



Literature review 2
Role of festivals
. Role that festivals play in economic development by
fostering the cosmopolitan dimension of the city (i.e.
Thrane, 2002; Moscardo, 2007; Waitt, 2008) and a positive
image as a destination (Schuster, 1995; Quinn, 2005; Getz et
al, 2008; Johansson and Kociatkiewicz, 2011)

. Getz (2010) in his large-scale literature review of 423
academic articles identifies:

. economic,

. social,

. cultural,

. personal impact,

. urban renewal,

. development and environmental impacts. 13



Literature review 3
Jazz festivals’ impacts literature

>> well documented

But

adopted predominantly the economic impact approach
(Bracalente et al., 2011; Saayman & Rossouw, 2010,
2011; Riley and Laing, 2006; Jones and Munday, 2004;
Brown et al., 2002; Thrane, 2002)

>> an estimate of an aggregate measure of income and
employment change attributable to the festival is used
(regional economic models to explain the growth
effects of increased spending upon a region’s exports
(e.g. Krikelas, 1992; Hunter, 1989)

>> Constantly, the results are positive 14



Literature review 4
Limitations of this approach

. it misinterprets the benefits of arts and cultural
organisations (Seaman, 1987; Sterngold, 2004)

. the analysis finishes “prematurely with the
estimation of local multiplier effects but without
progressing one stage further and illustrating how
these translate into local economic growth” (Okech,
2011, p. 187).

. some key factors responsible for the inaccuracy of
direct expenditure forecasts have been identified
(Ramchandani and Coleman, 2012).
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Literature review 5
Resilience

“Resilience is not only the capacity to absorb shocks and 
maintain function, but it also includes a second aspect 

concerning the capacity for renewal, re-organization and 
development, to be taken into consideration for redesigning 

a sustainable future” (Holling, 1973, p. 17, see also, 1986, 
2001)

- Resilience derives from a return to a stable state after a
perturbation(Horne and Orr, 1998; Sutcliffe and Vogus, 2003)
- Douglas and Wildavsky (1982, p. 196): “the capacity to use

change to better cope with the unknown: it is learning to
bounce back”.

- Davies (2011) identified three types of reactions: the
ability of a regional economy to withstand external
pressures, its capacity to respond positively to external
change, and its long-term adaptability or learning capacity
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Literature review 6
Role of festivals in local ec. development

Good examples of the relocalization movement:

“Relocalization is a strategy to build societies based on the local
production of food, energy and goods, and the local development
of currency, governance and culture. The main goals of
relocalization are to increase community energy security, to
strengthen local economies, and to improve environmental
conditions and social equity. Relocalization strategy developed in
response to the environmental, social, political and economic
impacts of global over-reliance on cheap energy.”

http://www.postcarbon.org/relocalize
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Typology of festivals
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About Slovenian jazz festivals

1 – Jazz Etno Funky Festival, Koper (established: 2003); 2 – Jazz Cerkno (1996); 3 – Ljubljana
Jazz Festival (1960); 4 – Veronica’s Tales, Kamnik (2013); 5 – Jazzinty Novo Mesto (2000); 6 –
Džjezz Celje (2003); 7 – Slovenian Jazz Festival, Ravne na Koroškem (2003); 8 – Festival Lent,
Maribor (1993). 19



Descriptive statistics of key variables
Variable N Mean SD Min Max

Tourist arrivals, Cerkno 100 901.58 671.02 56 2497

Tourist arrivals, foreign, Cerkno 100 359.51 224.87 30 1035

Tourist overnight stays, Cerkno 99 3054.99 2670.54 89 9481

Tourist overnight stays, foreign, Cerkno 100 1280.43 1029.68 43 4866

Tourist arrivals, Novo Mesto 100 2378.72 779.17 1157 4619

Tourist arrivals, foreign, Novo Mesto 100 1743.53 741.75 714 3897

Tourist overnight stays, Novo Mesto 100 5117.16 2019.37 2402 10417

Tourist overnight stays, foreign, Novo Mesto 100 3911.06 1832.70 1497 8615

Tourist arrivals, Slovenia 100 269083.40 107510.70 153320 630579

Tourist arrivals, foreign, Slovenia 100 174879.40 87980.97 78675 472625

Tourist overnight stays, Slovenia 100 767270.60 352661.30 419652 1789727

Tourist overnight stays, foreign, Slovenia 100 456940.70 255247.80 204831 1258217

Number of employed, Cerkno 100 1395.47 114.98 1234 1654

Number of employed, Novo Mesto 100 21018.47 582.51 19979 22076

Number of employed, Slovenia 100 732598.90 30568.06 691511 798533
20
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Data and Method

22

• First step: eliminating the effects of the season
and cycles, OLS

• Second step: interrupted time series

• Third step (robustness check) – panel data
difference-in-differences model



Results: Tourism, Jazz Cerkno

Tourist arrivals, total Tourist arrivals, foreign Tourist overnight stays, total
Tourist overnight stays, 

foreign

Coef. t P>t Coef. t P>t Coef. t P>t Coef. t P>t

May 2008 998.29 7.00 *** 615.63 14.71 *** 4779.39 8.41 *** 3129.65 9.80 ***

May 08 × time 192.28 4.35 *** 114.13 9.31 *** 1229.90 6.96 *** 858.94 8.16 ***

May 2009 529.50 4.67 *** 325.08 7.80 *** 1774.64 4.55 *** 1192.78 6.63 ***

May 09 × time 16.22 0.88 13.84 2.27 ** 117.87 1.80 * 76.21 2.38 **

May 2010 297.21 2.79 *** 193.75 3.69 *** 879.13 2.33 ** 650.38 3.54 ***

May 10 × time 20.22 1.01 17.79 1.85 * 42.81 0.60 50.20 1.24

May 2011 41.57 0.32 -42.45 -0.65 100.65 0.23 -178.37 -0.66

May 11 × time 20.37 1.01 11.68 0.88 85.23 1.23 59.02 1.11

May 2012 73.86 0.48 0.91 0.01 183.01 0.30 -107.21 -0.32

May 12 × time 1.56 0.05 -8.02 -0.52 26.82 0.22 -12.93 -0.18

May 2013 -114.94 -0.49 63.87 0.68 -870.32 -0.89 -152.77 -0.33

May 13 × time -41.03 -1.69 * -23.92 -2.19 ** -160.13 -1.64 -84.23 -1.65

May 2014 399.97 3.74 *** 210.66 5.14 *** 1485.24 3.54 *** 730.59 4.70 ***

May 14 × time 42.45 3.75 *** 23.32 4.32 *** 118.01 2.71 *** 44.33 2.08 **

May 2015 83.2661 0.69 68.35 1.27 209.75 0.56 255.66 1.63

May 15 × time 3.49 0.20 0.97 0.10 62.15 1.07 29.07 1.09

Constant 554.01 5.76 *** 408.19 12.81 *** 4166.59 10.76 *** 3243.42 11.73 ***

Observations 100 100 99 100

F statistic 13.70*** 24.64*** 22.26*** 27.39***

Maximum lag 12 12 12 12
Note: Statistical significance: *** - 1%; ** - 5%; * - 10%.

Source: Own calculations.
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Results: Tourism, Jazzinty Novo mesto

Note: Statistical significance: *** - 1%; ** - 5%; * - 10%.

Source: Own calculations.

24

Tourist arrivals, total Tourist arrivals, foreign Tourist overnight stays, total Tourist overnight stays, foreign

Coef. t P>t Coef. t P>t Coef. T P>t Coef. t P>t

May 2008 134.89 1.26 245.25 4.23 *** 903.66 2.76 *** 844.48 4.10 ***

May 08 × time -50.55 -2.72 *** -7.54 -0.56 -98.24 -1.64 ** -107.69 -2.97 ***

May 2009 196.33 1.82 * 253.03 3.07 *** 592.21 1.61 905.82 2.61 **

May 09 × time 29.48 1.40 16.84 1.48 30.78 0.41 1.67 0.03

May 2010 -11.87 -0.09 108.45 1.87 * 366.79 0.63 404.24 1.10

May 10 × time 37.75 2.71 *** 39.25 4.44 *** 94.79 1.62 121.35 2.87 ***

May 2011 -247.04 -2.23 ** -252.97 -5.01 *** -483.36 -0.95 -584.51 -2.56 **

May 11 × time -61.29 -5.64 *** -14.87 -2.18 ** -51.00 -1.02 20.71 0.85

May 2012 187.86 2.16 ** 61.04 0.79 689.61 2.27 ** 253.72 1.18

May 12 × time 7.72 0.40 -12.09 -0.83 -32.37 -0.62 -39.10 -1.24

May 2013 176.25 1.36 149.29 1.28 795.62 3.00 *** 468.98 2.31 **

May 13 × time -20.38 -1.49 -28.38 -2.33 ** -106.00 -3.29 *** -138.70 -5.39 ***

May 2014 152.63 1.63 24.18 0.38 152.92 0.54 -113.03 -0.50

May 14 × time 56.16 3.37 *** 45.40 4.17 *** 158.01 2.92 *** 143.52 3.41 ***

May 2015 402.299 6.49 *** 212.57 4.44 *** 1100.21 4.44 *** 602.82 2.75 ***

May 15 × time -76.61 -8.84 *** -51.19 -6.32 *** -156.02 -4.18 *** -108.49 -2.99 ***

Constant 77.07 1.29 257.60 6.53 *** -128.01 -0.60 -52.17 -0.90

Observations 100 100 100 100



Nr of employed, Cerkno Nr of employed, Novo Mesto

Coef. t P>t Coef. t P>t

May 2008 -17.41 -2.31 ** -194.71 -4.37 ***

May 08 × time -1.27 -0.92 -57.82 -8.51 ***

May 2009 40.70 3.35 *** 219.32 4.21 ***

May 09 × time 9.48 7.29 *** 36.04 4.93 ***

May 2010 23.55 3.10 *** -40.03 -1.36

May 10 × time 7.35 4.00 *** 6.13 1.09

May 2011 -37.74 -4.81 *** -70.78 -1.69 *

May 11 × time -10.97 -7.83 *** -84.13 -20.20 ***

May 2012 -5.60 -1.02 90.71 2.63 ***

May 12 × time 5.24 5.21 *** 53.61 13.81 ***

May 2013 -31.25 -4.55 *** -21.91 -0.53

May 13 × time -4.05 -4.51 *** 19.57 4.60 ***

May 2014 15.89 3.14 *** 1.35 0.04

May 14 × time -0.54 -0.67 35.23 8.15 ***

May 2015 -39.59 -4.84 *** -104.86 -8.09 ***

May 15 × time -1.77 -1.86 * -14.95 -9.13 ***

Constant 87.74 179.63 *** -234.36 -20.96 ***

Observations 100 100

F statistic 1161.12*** 1294.82***

Maximum lag 12 12

Results of interrupted time series analysis, employment, 
both festivals
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Results of panel data analysis, random effects’ models
Tourism arrivals Tourism overnight stays Nr of employed

Coef. t P>t Coef. t P>t Coef. T P>t

Jazz Cerkno -62.63 -0.06 -613.36 -0.19 13.14 0.07

Jazzinty NM 1821.07 1.67 * 5374.38 1.63 -10.30 -0.05

LogIncomes 319.75 2.87 *** 1170.65 3.50 *** 131.55 11.38 ***

GrossWages -2.35 -4.63 *** -5.81 -3.79 *** -0.37 -7.60 ***

TimeTrend 14.76 6.39 *** 36.85 5.27 *** -4.97 -21.24 ***

Weather 0.02 1.17 0.06 1.27 0.00 0.11

GDP 0.11 1.38 0.39 1.62 0.07 7.77 ***

Mortality 1.92 0.36 6.99 0.44 -0.02 -0.03

Infrastructure -0.01 -0.53 -0.03 -0.56 0.02 1.47

Constant 2223.33 0.95 3187.07 0.48 4879.23 0.90

Regional effects Yes Yes Yes

Observations 6617 6617 14997

Groups 124 124 211

Wald chi2 63.14*** 52.43*** 1674.87

R square overall 0.0620 0.0717 0.0332 26



Discussion and conclusion

• Evidence for the effect on both tourism and employment in both 
cities, they contribute to the sustainability of the local economy 
but >> a wide variety of results over the studied years

• However, this can be attributed to numerous reasons 
– the economic crisis had its effect even beyond the mere cyclical effects on 

the level of Slovenia – we could claim it had an influence on both cities in a 
stronger manner than for the general country. 

– the competition of different new festivals (jazz – see Table 1; and of other 
musical genres) has surely contributed to the dissipation of the usual 
visitors and their decay in interest. 

– Both “home-grown” festivals, being more attractive to home than to 
foreign visitors – the latter forming a large part of the impact of the Jazz 
Cerkno festival in the earlier years while decaying latter.

– Jazzinty Novo Mesto consists of several events (composition award and 
workshops) >> the effects of the Novo Mesto festival are even less visible 
in the number of new tourists and employment spaces.
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Limitations and future researches

. Potential limitations of results attained from the 
application of economic models alone (Burgan and 
Mules, 2000; Carlsen et al., 2007; Small et al., 2005)

. Combine the analysis of social and economic effects 
to understand the contribution festivals make to social 
cohesion, civic participation and ultimately sustainable 
cultural capital in resilient regional communities
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