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PREFACE #1&

The tourism industry is a global giant which provides services to travelers while also
providing opportunities to earn income through useful employment and productive
investment. I have written this book to help students use the basic methods of micro-
economics to understand what is happening in this important and growing industry.
have been teaching an undergraduate course on the economics of tourism for many
years, but [ have not found a textbook that could support my undergraduate course on
applying mainstream microeconomic analysis to tourism. This book is intended to fill
a gap that I see in the array of tourism texts.

For many decades economists have been working on various aspects of tourism.
Most notably, economists have studied the airline industry, first examining its regula-
tion and then following the path of the deregulated industry. This large body of work
has provided important analysis that students can benefit from. Also, a small industry
of researchers applies economic impact analysis to tourism. Other areas of tourism
have lacked this depth of attention from economists, but I try to show that much work
applied elsewhere has useful applications to tourism. This book shows, for example,
that the Nobel-Prize-winning work of George Akerlof, Ronald Coase, and Wassily
Leontief is useful for understanding tourism. It also shows how simple concepts and
methods that economists have usefully applied to the study of the information indus-
try are equally useful in understanding the behavior of tourism firms. One of the most
important areas where students can improve their insights into tourism firm behavior
is pricing. Here some simple economic analysis can clearly show how a firm with dif-
ferent kinds of customers and a capacity constraint chooses a price for each kind of
customer to maximize profits. This fairly simple economic analysis is important for
understanding pricing in tourism, especially for hotels and airlines.

This book is aimed primarily at advanced undergraduates in hospitality and
tourism degree programs, but it may also be useful for students in graduate hospitality
and tourism programs and undergraduate programs in business and economics.
This book is primarily intended as the basis for a course on the economics of
tourism, but it could also serve as a resource for other courses in tourism, hospitality
management, and other areas of travel and tourism. I am also hopeful that it will
stimulate economics of tourism course offerings in many programs that do not offer
them now.

The only prerequisite for success in using this book is a course in the principles of
microeconomics. Some of the serious work in the economics of tourism requires math-
ematics beyond elementary algebra, and this book introduces students to some of that
work. I have placed the more mathematical parts of the book in appendixes to Chapter 5
to be included in the course or skipped according to the instructor’s preferences.

Over the years, students in my economics of tourism course have provided use-
ful feedback on my course materials, and this has helped in my writing of this book.
I am grateful for their attention, their work, and their comments. I am also grateful to
my reviewers who provided important comments, which helped me improve the text.
They are John Bandman, The Art Institute of New York; Russell Brayley, George
Mason University; Scott Brunger, Marysville College; Melissa Dallas, Florida Atlantic
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University; Peter Dieke, George Mason University; Sotiris Hji-Avgoustis, Indiana
University; and Jim Petrick, Texas A&M University. I have also benefited from my col-
laboration with Russell Sobel on pricing in the presence of a capacity constraint, and
I thank him for that. Finally, I thank various people at Prentice Hall, including Vern
Anthony, Judy Casillo, Sherry Gerstein, William Lawrensen, and Kathy Sleys who
worked to help me bring this book to publication.
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