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Abstract: 
 
Visitor expenditure can be affected by different economic, socio-demographic and 

psychological variables. Previous literature have focused on the use of observed tourists and 

destination characteristics as explanatory variables to explain visitor expenditure, whereas the 

use of psychological factors has been underresearched. The present study aims to fill in the gap 

in the existing literature through the exploration of more extensive use of psychological 

variables. This is accomplished by the use of structural equation modelling (SEM), a 

methodological approach which seems not to have been applied before in tourism expenditure 

econometric models.  

 

In econometrics expenditure research, Mortazavi (2018) found satisfaction to be an 

endogenous regressor of expenditure. Hence, the contribution of our model is that it allows for 

the relationship between visitor satisfaction and visitor expenditure, and vice versa, to be tested 

simultaneously. Consequently, under this context we may identify the magnitude of one 

variable impact on another while at the same time accounting for simultaneous relationship 

between the two paths. The findings of this study go in hand with previous literature and 

economic theory which have found a positive relationship between visitor satisfaction and 

visitor expenditure. 
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1. Introduction 
 

Demand for tourism has increased over the last decades. In the year of 1950, 25 million people 

took an international holiday. Today, approximately, a billion people have been on an 

international holiday (World Tourism Organization statistics, 2017). Interestingly, the United 

Nations tourism organization is estimating the number of tourists to reach 1,9 billion by the 

year of 2030, and about 4,4 billion by the year 2050. Likewise, the reported tourism receipts 

earned by destinations worldwide have increased from 2 billion USD in 1950 to 1,220 billion 

USD in 2016 (UNWTO, 2017). Consequently, as the demand for international tourism is 

notably growing and so is the revenue generated from tourism it is important to investigate the 

factors affecting it.  

 

The city of Venice has been used as a case of study because it accounts for a large flow of 

tourism at 39,5 million visits per year (OECD, 2010). Nevertheless, overcrowding remains as 

a big challenge in the city of Venice as the number of visitors is estimated to exceed four times 

the supposed city capacity. Therefore, it is essential for policy makers at the local level to take 

negative externalities from tourism into account and stipulate policies and travel packages that 

serve the high-spending segment in the markets and reduce the pressure of mass tourism. 

Consequently, the purpose of this study is to investigate if the more satisfied tourist may yield 

the higher expenditure on average, as well as to examine the variables that may yield the highest 

tourist expenditure for that city of Venice. This question is important from a destination revenue 

point of view as to intensify the factors that increase satisfaction. 

 

We answer this question by investigating if self-reported visitor satisfaction with various 

aspects of the city of Venice may explain the different patterns in their spending behaviour. 

This is carried out by using data collected by the Bank of Italy during the year 2012. This 

question is important because satisfaction is considered as a main variable to insure a 

company/destination competitiveness due to its effect on the choice of a destination and 

consequently the consumption of good and services offered by the destination (Kozak & 

Rimmington, 2000). Besides, satisfaction has a positive relationship with spending (Anderson 

et al., 1994), a considerable impact in increasing customer loyalty (Anderson & Sullivan, 1993; 

Romão et al., 2014) and in enhancing the image of a destination (Hunt, 1975). This implies that 

the analysis on the significance of tourists satisfaction crucial not only to scholars, but also to 



 

2 
 

destination managers and local governments as to stipulate suitable tourism strategies that are 

desired at the local level.  

 

In previous research, tourists socio demographic, economic and trip related variables were the 

main focus of research as to determine the factors stimulating tourists demand and expenditure 

(Wang & Davidson, 2010a), whereas the use of psychological variables has been limited and 

only started to receive recognition in recent literature (Wang & Davidson, 2010a). The interest 

arises from the fact that individuals make decisions that aim to maximize their well-being, 

which in turn is determined by the level of satisfaction in certain life domains. Given this 

interest, the use of psychological variables was introduced in tourism research. Many studies 

have focused on analysing its impact; Chhabra et al. (2002) found that enjoyment had a positive 

effect on expenditure; Henthorne (2000) found that kindness of the locals towards tourists has 

a positive effect. Perez & Sampol (2000) and Disegna & Osti (2016) revealed that traveller 

opinion/satisfaction of the trip can affect their expenditure. However, a limitation with the 

models used in these studies is that they do not take into account the problem of endogeneity. 

In other words, while the psychological variable, for example, satisfaction may be used as a 

predictor to visitors expenditure, the variable may be endogenous, i.e. correlated with the error 

term. Endogeneity violates the basic regression assumptions, such as OLS, meaning that the 

estimated coefficients may be biased and inconsistent (Verbeek, 2012). This limitation was 

only addressed recently by Mortazavi (2018). According to his findings, satisfaction is indeed 

an endogenous regressor of expenditure. Consequently, the study at hand utilizes a structural 

equation modelling (SEM) approach, the method was proposed by Mortazavi (2018) to 

investigate for a possible effect of visitor satisfaction on visitor expenditure. The advantage 

from using SEM is that, comparing to the traditional regression models used in earlier literature, 

such as OLS (see Brida & Scuderi, 2012) all direct and indirect effects of concern and relevance 

to the study can be specified in a single model. Besides, the model allows for the relationship 

between paths to be tested simultaneously. i.e. between visitors satisfaction and visitors 

expenditure, and vice versa. Consequently, under this context, we may identify the magnitude 

of one variable impact on another while at the same time accounting for simultaneous 

relationship between the two paths: between visitor satisfaction and visitor expenditure, and 

vice versa. 
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Furthermore, the methodological part of the study exploits the properties SEM as to, first 

construct the variable “predicted visitor satisfaction” based on self-stated satisfaction regarding 

different aspects of the city of Venice. And, then, employ the predicted visitor satisfaction 

values to test for the effect of visitor satisfaction on visitor expenditure.  

 

The remainder of the paper is structured as the following: in the second section, we provide 

some background of tourism demand, the city of Venice and satisfaction. The third section 

provides a review of previous literature to grasp the possible effects of various variables on 

visitor satisfaction and visitor expenditure and then summarizes these effects. Section four 

provides the methodological part where we describe precisely the simultaneous equation 

modelling and then the results are presented and discussed in the two following sections. The 

last section concludes.  

 

2. Previous research 
 

Earlier literature and economic theory suggests a positive relationship between visitor 

satisfaction and visitor expenditure. Indeed, managers and policy makers would find it 

inappropriate to improve customers’ satisfaction, unless there is a positive economic return 

from doing so. This means that the effect size must be sufficient to compensate them for 

possible cost that may occur (Howard & Sheth, 1969). This section provides an overview of 

previous literature on satisfaction and then on tourism expenditure. 

 

2.1 Satisfaction 
 

Previous literature had focused on customers’ satisfaction since the late 1970 (Anderson et al., 

1994). It is defined as an individual judgment about multiple product/service characteristics 

and observed by differentiating people’s expectation and perceived performance (Oliver, 

1980). According to Howard & Sheth (1969), consumers/tourists measure the value of the 

service they receive by weighting perceived quality to the cost incurred. Hence, observing 

satisfaction for a specific touristic destination is important for the following reasons: first, it 

may reflect the quality of goods and services offered by the destination. Second, it may reflect 

if these goods/services pose features that meet the expectations and needs of tourists. Besides, 

satisfaction is considered as a main variable to insure a company/destination competitiveness 

due to its effect on the choice of a touristic destination and consequently the consumption of 

goods and services offered by the destination (Kozak & Rimmington, 2000; Jovanovic & Ilic, 
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2016) and in enhancing the image of a destination as to increase the number of visitors into a 

country (Hunt, 1975).  

 

Furthermore, in traditional expectancy disconfirmation theory constructed by Oliver (1980; 

1997), satisfaction is defined as an individual evaluation and can be influenced both directly 

and indirectly by multiple factors. Directly, by disconfirmation of beliefs and perceived 

performance and indirectly by both expectations and prior experiences. The level of expectation 

is formed based on the individual personal values, prior experiences and the experience with a 

specific good/service and that of a competitor. Accordingly, satisfaction is derived as the 

difference between customer’s expectation and perceived performance of a product or service. 

Hence, if the level of performance for a product/service exceeds the level of consumers’ 

expectations, satisfaction arises. On the other hand, if the former exceeds the latter, 

dissatisfaction arises. Further, although Churchill & Surprenant (1982) in Maunier & Camelis 

(2013) arguments support that both performance and expectations are important determinants 

of satisfaction, they suggest that disconfirmation is related directly to the individuals’ initial 

expectations. 

 

Moreover, in the field of tourism, efforts have been exerted by researchers recently to identify 

tourists satisfaction factors (Brida et al., 2012; Del Chiappa et al., 2014; Jovanovic & Ilic, 2016; 

Ghaderi et al., 2018). The results of these studies show that satisfaction can be influenced by 

different variables; some are psychological variables such as emotions. For example, Del 

Chiappa et al. (2014) investigated the ability of emotions to influence tourists satisfaction 

during their visit to the National Museum of Archaeology in Sardinia in Italy. Utilizing a 

structured survey through face-to-face interviews, the questionnaire considered ten types of 

emotions. First, participants were asked to assess by (yes or no) if they felt “losing the sense of 

time”, if they felt “guided and directed” and the way they perceived the museum, in terms of 

attractiveness and uniqueness. Then, they were asked, on a scale 1-5 to evaluate their 

satisfaction with their visit. In later stages, authors separated participants into two groups; the 

cluster with higher expressed emotions/higher attractiveness and higher satisfaction (group 1), 

and those reporting a lower level of attractiveness and satisfaction at the museum (group 2). 

They found that emotions can be a determinant of satisfaction. According to their results, those 

clustered with higher positive emotions (group 1) reported a higher level of attractiveness and 

thereby higher satisfaction comparing to the other group. Besides, the authors investigated 

further to examine the impacts of socio–demographic characteristics on satisfaction. They 
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found no statistically significant differences based on these characteristics on satisfaction. 

Accordingly, the findings of this study seem to highlight the importance of emotions, rather 

than the “objectivism” in creating memorable experiences and thereby increasing and shaping 

the overall satisfaction.  

 

By contracts, Brida et al. (2012) utilized another clustering approach. They divided participants 

who visited three Christmas markets in Northern Italy into three groups; business people, 

Christmas fans and general tourists. They argue that socio-demographic characteristics such 

annual income, gender and age are important in explaining how each group views the Christmas 

experience and atmosphere. For instance, for the business group, who reported the highest 

income, was mostly males and younger than 33 years old, the Christmas atmospheres did not 

seem to represent a special experience for them and neither was it a factor to why they visited 

the city. On the other hand, for the Christmas fans group, who were mainly women and young, 

and reported a lower income than that of the business people but higher than that of the general 

tourists, the Christmas atmosphere represented an authentic experience for them and was a main 

“pulling factor” for the trip. Finally, for the general tourists group, who were the oldest, reported 

the lowest income and was equally divided between men and women. The Christmas 

atmospheres seemed to be less relevant to their visit. For example, they seemed to consider the 

city itself and its attractions as the most important reason they were happy about the trip. 

 

Moreover, in Iran, Ghaderi et al. (2018) argue for a greater effect resulted from tourism 

infrastructure and tourist information factors at the destination to determine international tourist 

satisfaction factors. Authors conducted an analysis of tourist satisfaction in tourism supply 

chain management, utilizing a neural network based on intelligent algorithm models. They 

found that factors such as entertainment, recreation, tourism attractions, shopping and 

accommodation services were unsuccessful to satisfy international tourists, whilst factors like 

tourism infrastructure and tourist information were more satisfactory to international tourists. 

Consequently, this may indicate that tourism infrastructure is an important aspect for tourism 

development and may be one of the reasons to pull tourists into a destination. This is also 

evident in the Southern Europe countries; Jovanovic & Ilic (2016) investigated the relationship 

between tourism competitiveness and the level of competitiveness in infrastructure. They found 

that the infrastructure of a country may significantly elevate the country tourism 

competitiveness. According to their findings, countries like Bulgaria, Croatia and Slovenia, 

which have a higher ranking in the competitiveness of tourism infrastructure, have reported a 
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higher level in tourism competitiveness comparing to other countries that reported a decline in 

infrastructure competitiveness such as Macedonia, Bosnia and Herzegovina. Consequently, 

according to the findings, in developing countries, improving the tourism infrastructure may be 

a tool to attract tourists.  

 

Furthermore, satisfaction has been argued to have a positive relationship with spending and 

thereby economic return. Anderson & Sullivan (1993) argue for a positive correlation between 

customer satisfaction and loyalty and thereby profitability. Similarly, Anderson et al. (1994) 

found a positive relationship between the quality of products, satisfaction, and the likelihood 

of repeating purchase when utilizing an empirical forecast model. According to authors, if a 

firm has strong customer loyalty, it should be reflected in the firm’s economic returns because 

it ensures a steady stream of future cash flow. Though, even if tourists do not revisit the 

destination, but we find in this study that visitors satisfaction may affect visitors expenditure 

positively. Then, it would be important from a destination revenue point of view as to intensify 

the factors that increase satisfaction. 

 

2.2 Tourism expenditure 
 

Wang & Davidson (2010a) presented an interesting review of 27 expenditure studies in the 

tourism industry. They classified micro-economic studies into three categories: the first part 

being concerned with the optimal choice of tourists and how it may influence tourism demand. 

The second group focused on the factors affecting tourists expenditure at a specific trip and the 

last group aiming to model tourism prices. This paper focuses on the second group. However, 

the review suggested that socio-demographic, income, and trip-related characteristics are 

commonly used variables to explain the individual demand and expenditure for tourism, 

whereas, the psychological factors have been underresearchered. Accordingly, to better 

understand the factors affecting tourism expenditure, the following section provides an 

overview of the existing literature. 

 

First, the decision regarding the choice of the destination, length of stay, accommodation and 

so on, is made prior the departure. Accordingly, as the travelling decision implies that the tourist 

is engaged in some form of planning, then, various trip motives and tourist preferences have 

important implications for the expenditure associated with the specific trip. Loon & Rouwendal 

(2017) investigated the implications of different travel motives on visitor expenditure during 

their stay at the city of Amsterdam. They found a pattern in the choices that tourists made 
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concerning their consumption at the trip. For example, they found that visitors of Amsterdam, 

who are mainly interested in its museums, will spend more on tickets and seemed more likely 

to choose luxury hotels and cozy restaurants. On the other hand, those who came mainly for 

cannabis consumption seemed to spend relatively little on other consumption categories and 

more on clubbing. Hence, depending on traveller preferences/tastes, they seem to choose the 

bundle of goods and services that may contribute to explain why a tourist may emphasize 

his/her consumption on some goods/services and disregard others. Further, concerning 

expenditure, they found that, those coming to Amsterdam for cannabis and exhibition spend 

significantly more than groups who came for culture and other purposes. The findings of this 

study are important to consider when investigating the expenditure behaviour of a tourist. This 

is because a part of the unexplained variation in visitor expenditure may be attributed to the 

fact that expenditure can be a predetermined factor.  

 

Moreover, Loon & Rouwendal (2017) investigate further to examine the impact of other trip-

related characteristics, such as distance to the destination and the number of overnights spends. 

They found that visitors with the longest travel distance like, the Chinese, the Americans and 

the Russians had the highest level of expenditure. Similar results were found by Chhabra et al. 

(2002); Wang & Davidson (2010b). Indeed, this can be explained by the cost incurred by 

tourists to reach the destination. For example, as tourists with the longest travel distance may 

incur a higher cost to reach the destination, perhaps, they are also more likely to explore more 

attractions of the destination and stay longer.   

 

Concerning the length of stay, Loon & Rouwendal (2017) found that total trip expenditure is 

positively correlated with the length of stay. However, daily expenditure seemed to decrease 

with a longer number of overnight stay. Similar results were found in Norway by Thrane & 

Farstad (2012), according to authors, the length of stay and travel party size are important 

determinants of individual expenditures and that both have a nonlinear impact. Precisely, they 

found a positive relationship between the length of stay and tourism expenditure, but the 

marginal impact of an additional day decreases. They also found a convex relationship between 

the size of the travel party and tourism expenditure. 

 

Furthermore, several studies seem to distinguish first-time and repeat visitors. For instance, In 

New Zealand, Opperman (1997) studied the travel expenditures of first-time versus repeat 

visitors for multiple countries. He found that the one-time visitors were more oriented to visit 
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multiple locations, whereas, those who have been to the country before seemed to stay in 

specific locations and explored less attractions. However, concerning expenditure, the spending 

patterns seemed to vary per country with no indication that repeat visitors spend more, or stay 

longer. Similar findings were addressed by Wang & Davidson (2010b). 

Additionally, other frequently used factors are the socio-demographic and economic 

characteristics such as age, sex, marital status, place of residence, nationality, income, price 

and so on. First, concerning socio-demographic characteristics, the findings about age seem to 

vary across researchers, Chhabra et al. (2002) and Mortazavi (2018) found a positive 

relationship between visitors expenditure and age. On the other hand, Mehmetoglu (2007) 

suggested a negative relationship and Wang & Davidson (2010b) argued for a nonlinear 

relationship because they found that middle-aged travellers had a higher expenditure than the 

other younger and older groups. Thus, the effect of age seems to contradict. Moving to gender, 

the majority of the results implies no statistically significant effect of gender on expenditure 

(see Henthorne, 2000; Wang & Davidson, 2010a; Wang & Davidson, 2010b) except for 

Mortazavi (2018) and Thrane (2002) who found that males spent more than females. However, 

gender may be a complex variable to examine as it may be “highly” correlated with other 

variables, such as education and income. Finally, the marital status variable has not been found 

by Wang et al. (2006) to have an effect on expenditure. Yet, Mak et al. (1977) argued that non- 

married visitors spend less than those who were married. Also, staying in a hotel seemed to 

increase expenditure. However, those staying at hotel seemed to have a shortened length of stay 

(Mak et al., 1977). 

 

Moving to economic variables, such as income, it has been suggested by economic theory to 

have a positive relationship with the demand for tourism (Downward & Lumsdon, 2000). As 

the tourism services are considered as normal goods, the demand for these goods is expected 

to increase when income increases. According to Wang & Davidson (2010a), most expenditure 

studies have included income as an independent variable and have found the effect to be 

significant, except for Downward & Lumsdon (2000). Furthermore, many studies have used 

income as a continuous variable and used measures like wage rate, household income and gross 

annual income, etc. (Wang & Davidson, 2010a). Nevertheless, the present study, due to 

limitation of data source, applies age and employment status as proxies of income. Of course, 

a direct measure of income would be preferable. However, this measure can be a possible 

predictor of participant’s income as it may reflect the financial status of a tourist (see Connelly 

et al., 2016).  
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Econometric models applied between the year 1977 and 2012 have been summarized by Brida 

& Scuderi (2013). They argued that among 86 microstudies, the majority of literature utilized 

similar econometric approaches mainly through using regression techniques. For example, 64% 

of these studies used the classical linear model approach through ordinary least squares “OLS” 

estimates to assess the effect on expenditure. Other studies used techniques like weighted least 

squared, tobit regressions, double hurdle model and quantile regressions.  

 

Nevertheless, the research on the effect of psychological variables started to receive more 

attention by researchers only by the recent years (Wang & Davidson, 2010a). For example, 

Chhabra et al. (2002) found that enjoyment had a positive effect on visitors expenditure; 

Henthorne (2000) found that kindness of the locals towards tourists have a positive effect. Perez 

& Sampol (2000) and Disegna & Osti (2016) revealed that travellers’ opinion/satisfaction of 

the trip can affect their expenditure. Still a limitation with the models used in these studies is 

that the models may not be a reliable measure to estimate the effect of psychological variables, 

such as satisfaction on expenditure. This is because a simultaneous bias may be present. In 

other words, while satisfaction may be used as a predictor to visitors expenditure, the variable 

may be endogenous. If this is the case, then the overall endogeneity problem would produce 

biased and inconsistent estimates (Verbeek, 2012). Recent research has shown that satisfaction 

is indeed an endogenous regressor of expenditure (Mortazavi, 2018). Accordingly, our study 

utilizes structural equation modelling (SEM), which accounts for the simultaneity bias problem 

that may be present. The method was suggested by Mortazavi (2018) seems not to have been 

used before, thereby we decided to employ it for the study at hand and will be discussed further 

in the method section. 

 

2.3 Summary  

To summarize, previous literature suggests a positive relationship between visitors satisfaction 

and visitors spending. Socio–demographic, country specific and psychological factors seem to 

explain these variables significantly. 

 

Concerning visitor satisfaction, in regard to socio–demographic factors, researchers’ results 

seem to diverge. Whilst in the case of museum, Del Chiappa et al. (2014) found no statistically 

significant effect of socio–demographic characteristics of visitors on satisfaction and argued 

for emotions to be the most important determinant of satisfaction. Brida et al. (2012), in the 
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case of special events, found that annual income, gender and age are important factors in 

explaining the way visitors view their experience with an event. Accordingly, as the argument 

about the relativity of the use of socio-demographic characteristics variables seem to contradict. 

We can draw the following conclusion: for the creation of new events, using socio-demographic 

variables can be a proper tool for tourists segmentation policies. Whilst in the case of museum, 

other variables, such as emotions can be more relevant to explain visitors 

satisfaction/dissatisfaction with a touristic destination. Besides, in countries, such as Iran and 

Southern Europe, tourism infrastructure seems to play a vital role in boosting satisfaction and 

promoting destination competitiveness. 

 

Moreover, concerning visitors expenditure, the findings related to socio–demographic variables 

seem to show different results. Regarding age, different effects have been found, Henthorne 

(2000); Thrane (2002); Mortazavi (2018) found that older travellers outspent younger 

travellers, whilst Wang et al. (2006) and Mehmetoglu (2007) suggested a negative relationship 

between expenditure and the age of travellers. On the other hand, Wang & Davidson (2010b) 

found middle-aged travellers to spend the highest comparing to their younger and older 

counterparts. Thus, the results seem to differ. However, overall positive effects of age on 

expenditure seem to dominate the existing literature. Further, in regard to gender, generally, 

the variable seems to not be a statistically significant determinant of spending in Henthorne 

(2000); Jang et al. (2004); Wang & Davidson (2010b). But in Thrane (2002) and Mortazavi 

(2018) males seemed to spend more than females. 

 

The origin of foreign visitors seems to explain visitors expenditure. However, according to 

different studies, the size of the effect varies with different tourists nationalities. Thrane & 

Farstad (2012) argued that, the origin of foreign tourists in Norway accounts for 35% of the 

variance in tourism expenditure. Regarding the length of stay, total expenditure seems to 

increase with the number of overnights stays. However, the marginal effect on daily 

expenditure seems to decrease with an extra day spend at the destination. Concerning 

psychological variables, existing studies have shown that, enjoyment, attitude of the locals, 

travellers’ opinion, as well as motive and purpose of the trip all seem to positively influence 

visitors expenditure. 
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3. Economic theory 
 

The neoclassical theory of consumer behaviour is based on consumer demand with the 

assumption that consumers are rational and thereby seek to choose the bundle of goods and 

services which yields them with the highest level of utility, given their budget and time 

constraints. However, according to Lancaster’s model, goods are no longer the objective of 

utility themselves and a single tourism product may generate different attributes that are subject 

to a large degree of heterogeneity (Tussyadiah & Morisugi, 2006). Accordingly, the static 

nature of traditional demand theory is inapplicable to the evolutionary features of tourism 

products and the traditional consumer’s behaviour theory cannot be applied in assessing overall 

visitor satisfaction as a tourism product is of a more complex nature and it cannot be measured 

similarly to traditional goods. 

 

Satisfaction is how tourists perceive salient attributes of the destination and can be derived from 

i) observable characteristics of the tourist, ii) observable characteristics of the touristic 

destination and from subjective factors such as expectations and beliefs (Diaz-Serrano, 2012). 

In the tourism research i) and ii) are captured through obtaining data that contain the tourist and 

destination characteristics, whereas, on the other hand, measuring tourist expectation with 

econometric models is not straightforward and is mostly measured on an ordinal scale where a 

tourist feeling he/she expectation is fully satisfied would report the highest value of satisfaction 

on the scale, and vice versa. 

 

3.1 Satisfaction in consumer behaviour theory 
  

The concept of consumer satisfaction has been highly debated in the consumer behaviour 

literature in the past (Oliver, 1980). In the tourism-related literature, satisfaction has received 

more attention by researchers over the last 30 years (Maunier & Camelis, 2013). Yet, the 

concept remains a challenge for tourism destination managers and it is an essential research 

issue in the literature. This may be explained by several reasons. First, the complex nature of 

the tourism industry and the multidimensional nature of tourism services (Maunier & Camelis, 

2013) since the tourism industry represents a bunch of goods and services, rather than just a 

single good/service (Brida & Scuderi, 2013). Consumers seek to maximize multiple needs from 

a destination simultaneously. Second, satisfaction is hard to measure; In the past, literature had 

only focused on tourists rationality and disregarded important elements such as emotion that 

may affect satisfaction (Swarbrooke & Horner, 1999; Del Chiappa et al., 2014). That method 
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has its limitations as researchers have found that tourists reported satisfaction is not only 

affected by the technical aspect of the product/service itself, but, also by emotions created from 

the actual experience (Del Chiappa et al., 2014) and expectation about the touristic destination 

(Diaz-Serrano, 2012). Accordingly, a more comprehensive work has been devoted for 

understanding the emotions associated with tourism, and thereby rationality no longer 

dominates the tourism decision models. For example, this is particularly relevant in recent 

research when modelling experimental services, for instance the case of museums. De Rojas & 

Camarero (2008) argued that “The inclusion of emotions in the concept of satisfaction is 

particularly relevant, given that the majority of services are based upon consumers’ 

participation and experiences.” 

 

Diaz-Serrano (2012) utilized in his study a utility maximization model to assess the overall 

tourists satisfaction. As a first step, the author used utility as a main drive for consumers’ 

choices (i.e. rational individuals will choose the alternatives that provide them with the highest 

level of utility than the others and then used the product differentiation model presented in 

Rosen (1974) ( i.e. “goods are valued for their utility-bearing characteristics”).  

The tourists utility function (U) is set in equation (1). 

 

𝑈𝑖𝑗 = U(W𝑘𝑗; 𝑌𝑔𝑖);       𝜅 = 1,2, … , 𝐾;       𝑔 = 1,2, … , 𝐺,            (1) 

 

where U represents the level of tourists utility and it is derived from visitors perception of a 

touristic destination j which depends on i)  a set of K destination attributes, wkj, and ii) on a set 

of G tourists characteristics, 𝑌𝑔𝑖: 

 

Tourists have the same attributes to value from each destination j and each individual tourist 

may vary on how he/she value these attributes on an identical scale.  

Utility function from a destination j is defined as:  

 

𝑈𝑖𝑗 = ∫(𝛶𝑗𝜅 W𝜄𝑗𝜅; 𝛿𝑗g𝑌𝑖𝑗𝑔)                                                          (2) 
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Where Uij is utility derived by tourist i at destination j, 𝛿𝑗g is the impacts of the touristic 

destination characteristics on a tourist utility and 𝑌jk represents the impacts of the individual 

characteristics on a tourist utility and it is driven by expectation. This separates the two 

concepts: observed characteristics and perceived utility. 

 

Further, if a tourist has to select between two destinations (say j and l) with the assumption that 

he/she is indifferent between the two alternatives (i.e. Uij =Uil). 

The following utility functions are defined:  

 

                                      𝑈𝑖𝑗 = ∫(𝛶𝑗𝜅 W𝜄𝑗𝜅; 𝛿𝑗g𝑌𝑖𝑗𝑔)                                    

𝑈𝑖𝐼 = ∫(𝛶𝐼𝜅 W𝑖𝐼𝑘; 𝛿𝐼g𝑌𝑖𝐼𝑔) 

 

 (3) 

According to equation (3), if after controlling for differences in tourists and destination 

observed characteristics we observe that yjg ≠ ylg then the different level of utility may be 

derived from differences in tourists expectations derived about the two touristic destinations.  

 

To conclude, utility maximization models and self-reported satisfaction with various aspects of 

destinations have been the focus of most psychological studies. Yet, it is important to be aware 

of the limitations of this approach in econometric studies. Self-reported satisfaction possesses 

inconvenient features that are hard to account for in research; two individuals may percept the 

same scale differently. Besides, heterogeneity in tastes, emotions and expectations may lead 

two similar individuals in their observable characteristics to derive very different utility from 

the identical attributes of a touristic destination. This means identical destination attributes may 

provide different utility to tourists depending on their expectations and beliefs (Diaz-Serrano, 

2012). The data set used in this study includes tourists personal characteristics, as well as trip 

related characteristics and respondent’s perceptions and personal feelings towards different 

attributes during their visit to the city of Venice.  
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4. Method  
 

Self-reported satisfaction has become a notable variable for recent research in the existing 

tourism demand literature, since it is a feasible way to assess the success of a touristic 

destination and consumption products.  

 

In econometrics expenditure models Mortazavi (2018) found satisfaction to be an endogenous 

regressor of expenditure. This means that while satisfaction may be a predictor to visitors 

expenditure, the variable on the one hand may be endogenous, i.e. correlated with the error 

term. Endogeneity violates the basic regression assumptions, such as OLS, meaning that the 

estimated coefficients may be biased and inconsistent (Verbeek, 2012).  

 

Besides, the regression may suffer from a simultaneous bias problem, i.e. while satisfaction 

may be used as a predictor of expenditure and expenditure may be as well a predictor of 

satisfaction. Accordingly to resolve the issue of endogeneity in satisfaction the author proposed 

the instrumental variable (IV) approach and utilized general opinion about the city of Venice 

as an instrumental variable for satisfaction. The advantage of the method is that the effect of 

the IV on expenditure could represent the “true effect” of satisfaction on expenditure. Thus, the 

IV can be a reliable remedy to deal with the endogeneity problem and measure the variable.  

 

In this study, we decided to employ tourists self-reported satisfaction variables available in the 

data set and utilize a structural equation modelling (SEM), a methodological approach which 

seems not have been applied before in tourism expenditure econometric models to deal with a 

possible endogeneity in the model.  

 

This approach is convenient for the purpose of the study because the SEM properties allow on 

the one hand, for the creation and use of a latent variable (LV), which permits the creation of 

the overall “predicted visitor satisfaction” construct using observable satisfaction indicators; in 

a traditional regression modelling setup, to construct this variable, we may sum up all “highly” 

correlated variables that are related to satisfaction to form a single construct. A limitation with 

this measure is that it assumes that all variables are measured without error. Thereby, LVs seem 

to offer a more realistic measure as it incorporates both observed variables and error terms 

(Geert, 1984). 
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On the other hand, the use of SEM allows identifying the magnitude of one variable impact on 

another while at the same time accounting for simultaneous relationship between the two paths 

(between visitors satisfaction and visitors expenditure and vice versa).  

 

4.1 Structural equation modelling (SEM) 
 

Structural equation modelling (SEM) as defined by Gau (2010) is an “umbrella term which can 

explain a wide variety of modelling methodologies and can be used for factor analytic purposes 

and for various types of path and structural analyses”. 

 

As mentioned earlier, the study at hand employs the SEM modelling technique to investigate 

the effect of visitors satisfaction on visitors expenditure and vice versa. The advantage from 

using SEM is that comparing to the traditional regression models used in earlier literature, such 

as OLS (see Brida & Scuderi, 2013) all direct and indirect effects of concern and relevance to 

the study can be specified in a single model. SEM can be thought of as a system of equations. 

 

For the first step of the model, the latent variable “predicted visitor satisfaction” is constructed. 

This construct is handy as it sums up all the effects of self-reported satisfaction by visitors 

towards different aspects of the city of Venice and gives us a true score value of overall visitor 

satisfaction.  

The equation for this model: 

 x𝑖  =  α𝑖  +  Xβ𝑖  +  e. x𝑖 

 

(4) 

Where X is the latent exogenous variable “predicted visitor satisfaction”, x𝑖  represents the 

observed satisfaction for each 𝑖 (prices, stoppings, meals, hotels, arts, the environment, 

information provided, safety and general opinion), and e. x𝑖 the error term for each 𝑖. Our 

interest is β, which is the effect of  X  on x𝑖. Moreover, to examine the global fit of the LV, we 

perform an overall goodness of fit estimation with 5 statistical tests (see Table 3) to understand 

how well our specification fits the data. 

 

For the second step, after creating the latent variable (LV) for visitor satisfaction, we aim to 

examine its effect on visitor expenditure. Accordingly, the SEM system techniques are applied 
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as to identify the magnitude of one variable impact on another while at the same time 

accounting for simultaneous relationship between the two paths in a single model1.  

 

The following two equations are constructed in SEM: 

 𝑙𝑛𝑉𝑖𝑠𝑖𝑡𝑜𝑟𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒

=  β1 + β2𝑃𝑟𝑒𝑑𝑖𝑐𝑡𝑒𝑑𝑉𝑖𝑠𝑖𝑡𝑜𝑟𝑆𝑎𝑡𝑖𝑠𝑓𝑎𝑐𝑡𝑖𝑜𝑛 + β3𝐴𝑔𝑒

+ β4𝐹𝑒𝑚𝑎𝑙𝑒 + β5𝐸𝑚𝑝𝑙𝑜𝑦𝑚𝑒𝑛𝑡 + β6𝐴𝑙𝑜𝑛𝑒

+ β7𝑁𝑢𝑚𝑏𝑒𝑟𝑜𝑓𝑛𝑖𝑔ℎ𝑡𝑠 + β8𝑈𝑆𝐴 +  β9𝑈𝐾

+ β10𝐹𝑟𝑎𝑛𝑐𝑒 + β11𝐺𝑒𝑟𝑚𝑎𝑛𝑦 + β12𝑆𝑝𝑎𝑖𝑛

+ β13𝐴𝑢𝑠𝑡𝑟𝑎𝑙𝑖𝑎 + β14𝐶𝑎𝑛𝑎𝑑𝑎 + β15𝑅𝑢𝑠𝑠𝑖𝑎

+ β16𝑅𝑒𝑝𝑒𝑎𝑡𝑣𝑖𝑠𝑖𝑡 + ε1 

 

  

 

 

(5) 

 

 

 

 

  

Simultaneously, 

 𝑃𝑟𝑒𝑑𝑖𝑐𝑡𝑒𝑑𝑉𝑖𝑠𝑖𝑡𝑜𝑟𝑆𝑎𝑡𝑖𝑠𝑓𝑎𝑐𝑡𝑖𝑜𝑛

=  β1 +  β2𝑙𝑛𝑉𝑖𝑠𝑖𝑡𝑜𝑟𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒 + β3𝐾𝑖𝑛𝑑𝑛𝑒𝑠𝑠

+ β4𝐸𝑛𝑖𝑟𝑜𝑛𝑚𝑒𝑛𝑡 + β5𝐴𝑟𝑡𝑠 + β6𝐻𝑜𝑡𝑒𝑙𝑠 + β7𝑀𝑒𝑎𝑙𝑠

+ β8𝑃𝑟𝑖𝑐𝑒𝑠 + β9𝑆ℎ𝑜𝑝𝑝𝑖𝑛𝑔 + β10𝐴𝑐𝑐𝑜𝑚𝑜𝑑𝑎𝑡𝑖𝑜𝑛

+ β11𝐼𝑛𝑓𝑜𝑟𝑚𝑎𝑡𝑖𝑜𝑛 + β12𝑆𝑎𝑓𝑒𝑡𝑦 + 휀2 

 

 

 

(6) 

Variation in expenditure may be determined by various factors2, the level of satisfaction at a 

touristic destination (LV), observed tourists characteristics such as age, gender, employment 

status, nationality, if he/she travels alone or with others and if he/she has been to Venice before, 

the number of overnights spends at the touristic destination, and other factors contained in the 

error term (휀1).  

 

On the other hand, we also may expect that visitors satisfaction is itself determined by the level 

of money that the tourists spend at the touristic destination; there is some sort of feedback 

between these two variables.  For example, we may expect tourists, who have the ability to go 

                                                           
1 Visitors satisfaction and visitors expenditure and vice versa. 
2 See Brida & Scuderi (2012). 
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to high-quality places, to report a higher level of satisfaction, whereas, maybe tourists who 

spend less could go to less-quality places and thereby report a lower level of satisfaction. 

 

Moreover, there is also satisfaction gain if the traveller for example has more preference 

towards the architecture of the city, food, shopping, safety, the general environment, the 

information offered by the destination about its experiences and attractions and a range of other 

factors which also may increase/decrease the level of a tourist satisfaction about the destination 

and are contained in the error term 휀2.  

 

Now, there is a link between these two equations because expenditure in the second equation 

is an independent variable, while it is the dependent variable in the first equation. Similarly, 

satisfaction appears as the dependent variable in the second equation, while it is actually the 

dependent variable from the first equation. Consequently, these two equations together form 

the simultaneous equation model (SEM). The advantage of SEM is that it accounts for 

simultaneity bias, which gives our model an advantage over earlier used models.  

 

5. Data  
 

The study at hand utilizes cross-sectional data for the period January 2012 to January 2013. 

The data set was originally obtained from the Bank of Italy and is provided for this study by 

the University of Dalarna. The data has been collected through a survey based on tourists 

observed characteristics, trip related characteristics and tourists self-stated satisfaction about 

different aspects of the city of Venice during their stay at the destination. The questionnaire 

was anonymous, provided in 14 languages and through face-to-face interview. The data set 

contains a high number of observation (3203) in comparison to previous tourism expenditure 

studies, which seem to have mostly used less than 1500 observations (Wang & Davidson, 

2010a). 

 

A limitation of the data is that tourists stated preferences may be understated/overstated 

depending on the mood and other factors of the participants at the time of the interview when 

they answered to the survey. However, Fink (2003) argues that a survey is the best strategy 

which helps gather data about people’s behaviours, practices and knowledge. Hence, as the 

focus of this study is to gather information that helps to understand tourist behaviour and 

preferences, a survey is an appropriate approach.  
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5.1 Description of the variables 
 

The data set contains a self-reported satisfaction about different attributes in the city of Venice. 

Such as, information about visitors, observed characteristics regarding their age, employment 

status, gender and nationality. Also, trip-related characteristics such as the type of 

accommodation, length of stay, level of expenditure, if the tourist has been to Venice before 

and if he/she travels alone or with others are included.  

 

Genders, nationality, if the person is employed or not, has been to Venice before or not, 

travelled alone or with others and stayed at a hotel or not are included as dummy variables, 

taking the value of 1 if the respondent said yes or 0 otherwise. Age and length of stay are used 

as continues variables with the participant being 15 and above years old and the number of 

nights is between 1-90 days (See Table 1). 

 

The visitor expenditure variable represents tourist daily expenditure per night and it includes 

travel costs and expenditure at the destination. The variable has been transformed to a 

logarithmic form because it reduces outliners and helps the values to converge with fewer 

extremes. 

 

Regarding visitors self-reported satisfaction in regard to safety, price level, shopping, meals, 

hotels, their general opinion about the city and the information provided. The measures 

represent visitor stated preference on an identical scale of 1-10 to assess their satisfaction with 

the different aspects of the destination. 
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Table 1. Descriptive statistics 

(N = 3203) Mean Std. Dev. Min Max 

Expenditures per night € 250.242 217.838 17.5 5280.5 

 

Visitor-observed characteristics 

Nationality, gender and employment status 

    

USA 0.124 0.339 0 1 

UK 0.262 0.440 0 1 

France 0.135 0.341 0 1 

Germany 0.119 0.323 0 1 

Spain 0.099 0.298 0 1 

Australia 0.022 0.145 0 1 

Canada 0.022 0.147 0 1 

Russia 0.013 0.112 0 1 

Female  0.447 0.497 0 1 

Employed  0.819 0.384 0 1 

Age      

Age between 15-24 0.102 0.302 0 1 

Age between 25-34 0.272 0.445 0 1 

Age between 35-44 0.269 0.433 0 1 

Age between 45-64 0.298 0.457 0 1 

Age 65 and above 0.061 0.237 0 1 

Trip-related characteristics      

Number of overnights stay 5.230 4.334 1 90 

Hotel 0.733 0.442 0 1 

Alone 0.042 0.201 0 1 

Self-reported satisfaction 

Architecture of the city  

    

Arts  9.389 0.865 1 10 

Environment  

Price factors  

8.952 1.124 1 10 

Prices  5.646 1.981 1 10 

Hotel 7.968 1.458 1 10 

Meals 8.265 1.338 1 10 

Shopping  

Other city related factors  

7.846 1.267 1 10 

Kindness of the locals 8.218 1.304 1 10 

Information  7.858 1.437 1 10 

Safety 8.569 1.111 1 10 

General opinion about the city 8.467 0.969 1 10 

 

Table 1 above contains descriptive statistics about the data used for this study. The mean of 

overall visitors expenditure is 2500€. The average length of stay is about 5 nights. For the 

variable nationality, on percentage terms, visitor from the UK constitutes 26% of the sample, 

visitor from France 14%, from the USA and Germany 12%, Spain 10%, Canada and Australia 

2%, and from Russia 1%. Regarding tourists self-reported satisfaction with different aspects of 
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their visit in terms of art, environment, behaviour of locals towards tourists, price level, 

accommodation and safety, on a scale of 1-10. The test is scored to have a mean 9 for art, 

environment, safety and general opinion and a mean 8 for information, shopping, quality of 

meals, hotel and kindness of locals. Prices score a mean of 6. 

 

6. Results  
 

As explained earlier in the methodological section, the first step in the model is to construct the 

LV measure in SEM, which sums up all self-reported satisfaction variables regarding different 

aspects of Venice to obtain a single measure of overall visitors satisfaction. The variable is 

called “predicted visitor satisfaction” and will be used as a measure for visitor satisfaction to 

investigate its effect on visitor spending. 

 

Table 2 displays how much each of the self-reported satisfaction variables accounts of the 

variation in the construct of “predicted visitor satisfaction”. As indicated by R-squared shown 

in Table 2, general opinion about the city of Venice accounts for the highest proportion of the 

variation in satisfaction by 78%, information received about Venice attractions and experiences 

accounts for 51% and kindness of the locals towards visitor accounts for 40%. On the other 

hand, prices seem to be the least satisfying factor to tourists, and arts seem to account for the 

second lowest proportion of visitor satisfaction.  

 

Table 2. R2: variability in visitors predicted satisfaction regressed on observed self-stated 

satisfaction.  

Variable  R-squared 

  

General opinion  

Safety  

Information 

shopping 

Prices 

Meals 

Hotels  

Arts  

Environment  

Kindness  

 78%  

36% 

51% 

45% 

17% 

41% 

43% 

18% 

28% 

40% 

Overall   90% 

 

The finding suggests that visitors satisfaction in Venice is driven by aspects that are related to 

the image of the city of Venice, atmosphere and the attitude of locals towards tourists, rather 
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than being driven by the architecture and art of the city. Indeed, Venice is an astonishing city 

within 118 islands separated by canals and bridges and many people would like to live the 

experience of the floating city. Accordingly, the findings are important from a destination 

marketing point of view. That is, if we find that a more satisfied tourist is more likely to spend 

more, then travel organizers and destination marketer may intensify and direct their 

advertisings on the enhancement of the entire image of Venice.  

 

6.1 Measurement model   
 

The application of SEM starts with the specification of the model to be estimated. Thereby, the 

assessment of goodness of fit to evaluate the victors’ satisfaction measurement and the 

reliability of all measures in the model are the primary goals.  

 

The two most utilized ways to evaluate the model goodness of fit are those that involve χ2 

goodness-of-fit statistics and the fit indexes which have been offered to supplement the χ2. As 

shown in Table 3, both the χ2 goodness-of-fit statistics and the fit indexes have been conducted 

and the table summarizes the results. 

 

Table 3. Fit statistics and χ2 goodness-of-fit statistics 

Model Value  Description 

likelihood ratio 

chi_ms (22) 

P>χ2 

 

RMESA 

 

CFI 

 

TLI 

 

SRMR 

 

 

116.009 

0.000 

 

0.037 

 

0.991 

 

0.980 

 

0.006 

 

Model vs. saturated 

 

 

Root mean squared error of approximation 

 

Comparative fit index 

 

Trucker-Lewis index 

 

Standardized root mean squared residual 

  
 

As stated in (Hu & Bentler, 1999); a cut-off value that are 0.05 or below for RMESA; a cut-off 

value that is 0.95 or above for CFI and TLI; and a cut-off value less than 0.08 for SRMR are 

required before we can conclude that there is a relatively good fit between the hypothesized 

model and the observed data. As well as, a non-significant χ2 goodness-of-fit statistic is 

favoured to assess the magnitude of discrepancy between the sample and fitted covariance 
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matrices. However, according to (Hu & Bentler, 1999) fit indexes would more unambiguously 

point to model adequacy as compared to the χ2 test which has little empirical support. 

 

Looking at Table 3, we see that the χ2 value is less than 0.5, suggesting a poor model fit to the 

data. This is unexpected as the data set contains a high number of observations. On the other 

hand, the test indices indicate that the model is a “good fitting” model: CFI= 0.99, TLI= 0.98, 

RMSEA= 0.04, SRMR= 0.01. Nevertheless, as proposed by Hu & Bentler (1999), the tests 

indexes indicate that the model is a good fitting model, i.e. is reasonably consistent with the 

data and thereby our results can be interpreted confidently. 
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6.2 Structural equation model 
 

The results of the structural equation model are illustrated in Table 4. We obtain the following: 

Tabel 4. SEM results for N= 3203 

Variables Coef. Std. Err. 

Lnexp (dep)   

PredVisitorSatisfaction 

Hotel 

Age 

Female  

Employment  

Alone  

Repeat visit  

Length of stay  

USA 

UK 

0.083*** 

0.343*** 

0.139*** 

    -0.047** 

0.120*** 

-0.265*** 

  -0.003 

-0.022*** 

0.211*** 

   0.004 

0.011 

0.019 

0.001 

0.017 

0.023 

0.041 

0.006 

0.002 

0.029             

0.024 

France    -0.083** 0.029 

Germany    -0.091** 0.030 

Spain -0.117*** 0.031 

Australia 

Canada  

Russia  

0.225*** 

     0.175** 

0.311*** 

0.059 

0.057 

0.075 

Constant    4.595 0.040 

Predicted- 

visitorsatisfaction (dep) 

  

Lnexp 0.041*** 0.011 

Satisfaction with:  

prices  

shopping  

Accomodation  

Art 

Venice atmospheres  

Kindness of the locals 

Safety  

Information  

Cons  

var(e.Lnexp) 

var(e.Visi~t) 

cov(e.Lnexp,e.VisitorS~) 

 

0.034*** 

0.102*** 

0.104*** 

0.084*** 

0.087*** 

0.107*** 

0.126*** 

0.128*** 

-7.477*** 

0.213*** 

0.037*** 

-0.009*** 

 

0.002 

0.004 

0.003 

0.005 

0.004 

0.003 

0.004 

0.003 

0.064 

0.005 

          0.000 

           0.003 

Observations 3,203    

*** p<0.01, ** p<0.05, * p<0.1 

 

In the interpretation of the coefficients, the ceteris paribus assumption, applies to all our 

interpretations and the results will be interpreted in percentage points as the dependent variable 

is log of expenditure. As seen in Table 4, our variable of interest “predicted visitor satisfaction” 

is highly statistically significant and positively correlated with visitor expenditure. This means, 
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ceteris paribus, on a scale 1-10, as satisfaction increases by one unit, tourists daily expenditure 

will increase, on average, by 9%3.  

 

Moreover, age seems to be positively correlated with visitor expenditure and the coefficient is 

highly statistically significant at 1% level. This means, ceteris paribus, as age increases by one 

year, on average, expenditure increases by about 15%. As expected, visitors who are employed 

spend more by about 13%. Females seem to spend less than males on average by -4.59%, ceteris 

paribus. Concerning visitors who had been to Venice before, the result indicates a small 

insignificant negative impact on expenditure. Ceteris paribus, visitors who had been to Venice 

before tend to spend less on average by 0.3%. Visitors who choose hotels as their place of 

accommodation seem to spend more by about 41%, ceteris paribus. Tourists who travelled 

alone spend less by about -23% and an additional day spent in Venice seems to decrease daily 

expenditure by -2%. 

 

Concerning the origin of foreign visitors, the effects seem to vary: visitors from European 

countries such as Spain, Germany and France seem to spend less on average than those 

travelling from further countries like the USA, Australia and Canada. Besides tourists from 

Russia seem to outspend visitors from all other countries, that is ceteris paribus, a Russian 

tourist spends more on average by more than 36% than other tourists. This means if others 

spend 100€ per night, the Russians spend 136€ per night. After the Russians, tourists from 

Australia, the USA and Canada seem to spend the highest on average by 25%, 23%, 19%, 

respectively. 

 

Moreover, visitors expenditure is positively correlated with predicted visitor satisfaction. The 

coefficient is highly statistically significant at 1% level. Of course, at the end our purpose is to 

check for the contrary (i.e. if visitors satisfaction may induce visitors expenditure) but we need 

to check both directions to analyze more precisely the results. 

 

7. Discussion 
 

The results obtained from SEM indicate that visitors expenditure have a positive effect on 

visitors satisfaction, which seems quite logical, even though we are interested for the contrary; 

                                                           
3 In the appendix equation 5 was run in an OLS regression. The measure results do not seem to differ from the 

results found in SEM (see table 5).  
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according to the concept of utility in economic theory, the feeling of fulfilment and pleasure 

arises when a person obtains or consumes a good or a service. Hence, spending may indeed 

boost satisfaction and simultaneity may go in both directions. Furthermore, concerning our 

variables of interest, predicted visitor satisfaction, on a scale 1-10, one unit increases in 

satisfaction would, on average and holding everything else constant, increase expenditure, per 

night, by 8% (see Table 4). The effect seems to be relatively small but is consistent with the 

economic theory and previous findings, which state a positive effect of visitors satisfaction on 

visitors expenditure (see Anderson et al., 1994; Henthorne, 2000; Perez & Sampol, 2000; 

Chhabra et al., 2002; Disegna & Osti, 2016). 

 

Tourists age is highly statistically significant and positively correlated with expenditure, 

indicating that older travellers outspent younger travellers. This finding goes in hand with 

(Henthorne, 2000; Thrane, 2002; Chhabra et al., 2002; Mortazavi, 2018).  

 

Employment is highly statistically significant and positively correlated with visitors 

expenditure. As mentioned earlier in the study, most of the existing literature utilizes income 

as a direct measure for economic variables and have found the effect to be significant. However, 

due to a limitation in the data, employment and age can be seen as a proxy to reflect the financial 

status of a tourist. The economic theory suggests a positive relationship between an individual 

income and the level of expenditure; that is, when income increases, spending on normal goods 

increase as well (Downward & Lumsdon, 2000). Accordingly, as income increases the visitors 

expenditure is also likely to increase. This is true in our model and as can be seen in Table 4, 

older tourists who are employed are most likely to spend more at the destination. 

 

Concerning gender of the tourist, if the person is a female, she seems to spend relatively less 

than her male counterpart. The coefficient is statistically significant at 5% level; similar results 

were found by Thrane (2002) and Mortazavi (2018). On the contrary, most studies have found 

no statistically significant effect of gender on tourists expenditure (see Henthorne, 2000; Wang 

& Davidson, 2010a; Wang & Davidson, 2010b). However, gender may be a complex variable 

to examine as it can be “highly” correlated with other variables, such as education and income. 

 

Tourists who have been traveling alone have statistically significant negative impact on 

expenditure. Visitors who travelled to Venice for the first time have a higher expenditure on 

average than those who has been to Venice before, ceteris paribus. However the result is not 
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statistically significant. Previous findings seem to diverge, while Mak et al. (1977); Wang et 

al. (2006); Wang & Davidson (2010b) claimed that there is no statistically significant difference 

in expenditure between first-time and repeat visitors, Jang et al. (2004); Pouta et al. (2006) 

suggested the opposite by claiming that repeat visitors tend to spend less than first-time visitors. 

Moreover, our result can be explained by the argument of Opperman (1997) who stated that the 

one-time visitors are more oriented to visit multiple locations whereas those who have been to 

the country before seem to stay in specific locations and explore less attractions. Consequently, 

if this is the case, then we would expect repeat visitors to spend less as they are more likely to 

explore fewer attractions. 

 

Concerning the length of stay, as displayed in Table 4, the coefficient is negative and highly 

statistically significant at 1% level. Ceteris paribus, as the duration of stay increases by one unit 

(an extra day spent), the daily expenditure decreases by about 2%. Similar results were found 

by Mehmetoglu (2007). However, concerning total trip expenditure, length of stay was found 

to have a positive impact on total visitor expenditure Thrane (2002). Also, Downward & 

Lumsdon (2004) found a 0.31% increase in total visitor spending for every 1% increase in the 

length of stay.  

 

Nationality is shown to have various effects on visitor expenditure. Travelers from the 

neighbouring EU countries such as the Spanish, German and French seem to spend less, on 

average. Whilst, the Russian, Australian, American and Canadian seem to spend more by 

approximately 36%, 25%, 23% and 19%, respectively. Our results put the Russian among the 

top spenders whereas tourists from France, Germany and Spain constitute the low spender. 

Similarly, Perez & Sampol (2000) found a statistically significant effect of nationality on 

tourists expenditure. Their results peg the Italian and the Scandinavian as the top spenders 

during their travel to the Balearic Islands in comparison to visitors from the UK, Spain, France, 

Germany and other countries. Accordingly, findings concerning the nationality variable imply 

two important implications; first, the origin of foreign visitors may significantly explain the 

variations in spending behaviour. Second, distance to the touristic destination seems to be 

positively correlated with visitor expenditure. This means if the visitor comes from Russia, 

Australia, Canada and America he/she is expected to spend more, comparing to those coming 

from neighbouring European countries. Our explanation is that tourists from Australia, Canada 

and America incur higher costs to reach the destination and thereby may see the Venice 

experience as “a once in a life time experience” thereby when they visit the destination they 
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want to explore as many attractions as possible and thereby spend more than tourists from closer 

countries. Another important implication is that the Russian market must be highly targeted by 

tourism marketers and organizers in Venice. Accordingly, as distance to Venice seems to 

positively affect visitor expenditure then promoters may segment foreign visitors from further 

countries like Australia, Canada, USA or from Russia. Besides, tourists who travel to Venice 

alone seem to contribute poorly to the destination revenue. Thereby, more weight may be 

devoted to attract collective tourism such as family packages.  

 

For visitors who are more fascinated by the image of Venice, the information provided and the 

attitude of locals seem to be the most vital and explain the biggest part of the variation in visitor 

satisfaction. A thing which may imply that destination managers and promoters in Venice may 

work to enhance the image of Venice abroad through advertisement and packages that 

emphasize on the experience the tourist may have if they visit the destination. The present study 

provides interesting insights for the most important determinants of visitor satisfaction and 

expenditure on a micro-level. Visitor satisfaction is positively correlated with visitor 

expenditure, this does not sound surprising, as the result goes in hand with earlier findings and 

economic theory. 

 

As a final point, age and employment status are other statistically significantly important factors 

to enhance visitor expenditure. However, theses variables may be disregarded as such tourists 

specific characteristics are only possessed by the tourists and are unattainable to marketing 

managers. In conclusion, the results of this study can be used as a policy tool for the 

segmentation of tourists in Venice as marketing managers can design packages that attract the 

highest spending on the market. This would be a win-win situation on the one hand, it would 

revive Venice’s economy while, on the other hand, it would help to reduce mass tourism that 

might enhance tourism externalities in Venice. 
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8. Conclusions 
 

The purpose of this study is to investigate whether the more satisfied tourist may yield the 

highest expenditure on average, as well as, to examine the variables that may yield the highest 

tourist expenditure for that city of Venice. The city of Venice has been chosen as case of study 

as it has a large tourist flow and it suffers from the repercussions of mass tourism. This question 

is important from a policy implication point of view; policy makers at the local government in 

Venice may take the findings of this study to stipulate accordingly policies and travel packages 

that serve the high-spending segment in the market and thereby reduce the pressure of the 

negative externalities produced by mass tourism.  

 

The study is carried out by using data collected by the Bank of Italy during the year 2012. The 

data set includes tourist personal characteristics, as well as trip related characteristics and 

respondent’s perceptions and personal feelings towards different aspects during their visit to 

the city of Venice.  

 

For the methodological part, the study utilizes structural equation modelling (SEM), a 

methodological approach which seems has not been applied before in tourism expenditure 

econometric models. We first construct the latent variable “predicted visitor satisfaction” based 

on self-stated satisfaction regarding different aspects of the city of Venice. Then, we utilize the 

LV predicted values to test for the effect of visitors satisfaction on visitors expenditure. Lastly, 

the model identification and fit indexes were applied to test how well the model fits the data. 

 

The contribution of SEM to traditional regression models utilized in earlier literature, such as 

OLS, is that it accounts for the problem of endogeneity and simultaneous bias, a limitation 

which has only been addressed recently by Mortazavi (2018). The use of SEM allows all direct 

and indirect effects of concern and relevance to the study to be specified in a single model. 

Besides, it allows for the relationship between paths to be tested simultaneously, i.e. between 

visitor satisfaction and visitor expenditure and vice versa. Accordingly, under this context, we 

may identify the magnitude of one variable impact on another while at the same time accounting 

for simultaneous relationship between the two paths. 

 

The findings of this study indicate that the level of visitors satisfaction on average, ceteris 

paribus, affects the visitors expenditure per night by 8%. Tourists satisfaction in Venice is 
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driven by aspects that are related to the image of Venice, atmosphere and the attitude of locals 

towards tourist, rather than being driven by the architecture and art of the city. This is important 

from a destination revenue point of view as to intensify the factors that increase satisfaction. 

 

Concerning factors affecting visitor expenditure, the most important determinants of the 

variable on a micro-level are; age, employment, if the person travels alone to Venice and the 

origin of foreign visitor. Both age and employment are highly statistically significant and 

positively correlated with satisfaction. If the person travels alone is also statistically significant, 

affecting expenditure but the traveller seems to spend less. With regard to the origin of foreign 

visitors, the result pegs the Russians among the highest spenders and distance to the touristic 

destination seems to positively affect visitor expenditure; tourists coming to Venice from 

Australia, Canada and America outspend tourists coming from neighbouring countries such as 

France, Spain and Germany.  

 

The findings of this project emphasize the importance of tourists satisfaction in enhancing 

tourists expenditure. Destination managers and promoters in Venice may intensify their 

marketing plans to enhance the overall image of Venice, perhaps through highlighting its 

romantic atmosphere, canals and bridges. Another important variable is the origin of foreign 

visitors which seems to significantly affect the tourists expenditure per night. Thereby, tourists 

coming from Russia and distant countries from the destination like Australia, Canada, and the 

USA can be the target and the focus for tourists managers through advertisement and packages. 

 

For future research, it would be interesting to use psychological factors obtained by individuals’ 

perceived preferences, for example by the use of search engine, together with country specific 

characteristics to predict where tourism is heading. For example, is it going to be more of 

hedonistic tourism, historical tourism or food tourism. Such studies may help to understand 

how to deal with more complex future tourists demand in Venice. 
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Appendix 
 

Table 5. OLS regression between visitor expenditure ln(Exp), predicted visitor satisfaction, 

trip and tourist related characteristics.  

Variables Coef. Std. Err. 

Peredicted visitor satisfaction 0.104*** 0.011 

Female -0.053** 0.017 

Employed   0.242*** 0.023 

Alone  0.306*** 

 

0.043 

Repeat visit     0.018**       0.006 

Length of stay  

Hotel 

0.021*** 

0.423*** 

 

0.002 

0.020 

Nationality 

Others (refrence) 

  

USA 0.257*** 0.031 

UK -0.003 0.025 

France  -0.098** 0.030 

Germany -0.075* 0.031 

Spain  0.135*** 0.033 

Australia   0.195** 0.061 

Canada 0.202*** 0.061 

Russia   0.224** 0.078 

 

Cons 

Observations 

 

4.931*** 

3203 

 

0.036 

 

R-squared   0.318    

*** p<0.01, ** p<0.05, * p<0.1 

 

 

By the use of OLS, we aim to grasp the nature of the relationship and significance between 

predicted visitor satisfaction and visitor expenditure and compare it to that found in SEM. 

Furthermore, as seen in Table 5, visitors predicted satisfaction is statistically significant at 1% 

and positively correlated with expenditure. Ceteris paribus, on a scale of 1-10, as satisfaction 

increases by 1 unit, tourists daily expenditure will increase on average by about 11%. The result 

is similar to the one found by using SEM. 
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Moreover, even though there is a clear correlation between visitor satisfaction and visitor 

expenditure, it is hard to make an interpretation, as simultaneity may go in both directions, i.e. 

between visitor satisfaction and visitor expenditure, and vice versa. Furthermore, the use of 

SEM provides a more reliable measure as it allows for this relationship to be tested 

simultaneously.  

 

 

 


