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Executive Summary 
 

The Tourism Industry Association of Prince Edward Island (TIAPEI) is a member-based 

association and was officially formed in 1980.  ¢L!t9LΩǎ Ƴƛǎǎƛƻƴ ƛǎ ǘƻ ǇǊƻƳƻǘŜ ŀƴŘ ŀŘǾŀƴŎŜ ǘƘŜ 

tourism industry in Prince Edward Island (PEI).  Tourism on PEI currently represents 6.88% of 

GDP according to the Provincial Department of Tourism.  Results from the visitor exit survey 

prepared by the Tourism Research Centre at the University of Prince Edward Island for the 

period between July 1, 2007 to June 30, 2008, show total direct expenditures by visitors to PEI 

exceeded $314 million, helping tourism to rank among the provinceΩs top economic sectors.  

 

In the period of May to July 2009, TIAPEI commissioned Grant Thornton to undertake research 

into economic competitiveness issues affecting the PEI tourism industry.  The focus of the 

research was to provide a clear picture oŦ ǘƘŜ Ƴŀƛƴ ƛǎǎǳŜǎ ŀŦŦŜŎǘƛƴƎ t9LΩǎ ŎƻƳǇŜǘƛǾŜƴŜǎǎ ŀǎ ƛǘ 

relates to the provinces of Nova Scotia and New Brunswick.  The goals of the project included: 

 

¶ 9ƴƎŀƎƛƴƎ ƛƴŘǳǎǘǊȅ ǇŀǊǘƛŎƛǇŀƴǘǎ ƛƴ ŘƛǎŎǳǎǎƛƻƴǎ ƻƴ ǿƘŀǘ ŦŀŎǘƻǊǎ ŀǊŜ ŀŦŦŜŎǘƛƴƎ t9LΩǎ ōǳǎƛƴŜǎǎ 
competitiveness. 
 

¶ Independent review and analysis of competitiveness brought forward from the 
interviews. 
 

¶ Within the Maritime Provinces, compare the economic competiveness of PEI tourism 
businesses in the areas of energy, labour, regulation, taxation and other comparative 
issues.  
 

¶ Assess the impact a harmonized tax system would have on the PEI Tourism Industry. 

The research was conducted in two stages: 

 

Primary Research 

 

This stage of research involved an interview process conducted between May and July 2009 with 

industry stakeholders.  The Tourism Industry Association of PEI compiled a list of potential 

interview candidates for this study, and communicated to these individuals in advance, a letter 

prepared by Grant Thornton advising them of the study and asking for their cooperation. 

Over thirty TIAPEI members and industry leaders were invited to participate and more than 60% 

of those invited participated with over 30 hours of one-on-one interviews conducted.  The 

interview questions were created from information provided by TIAPEI to the consultant and 

the extensive secondary research in the area of tourism competitiveness across Canada and 

international destinations. 
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Secondary Research 

 

The secondary research involved an in-depth review and analysis of materials relevant to the PEI 

tourism industry, competitiveness issues in the tourism industry, trends and the economics of 

the industry.  The research documents reviewed were substantial and significant and are listed 

in Appendix B.  The key competitive and comparative areas identified by the secondary research 

and discussions with TIAPEI officials were: 

 

¶ Taxation ¶ Labour 

¶ Energy ¶ Regulation and Access to Capital 

¶ Access ¶ Customer Value 

¶ Marketing ¶ Product 

¶ Research and Evaluation ¶ Sustainability 

¶ Visitations and Seasonality 
 

 

 

The findings on these eleven topics are covered in detail in the body of the study.  Grant 

Thornton conducted additional analysis of hypothetical business cases to better show how 

current tax policies impact business competitiveness. 

 

For clarification, the concept of competitive analysis versus comparative analysis for Prince 

9ŘǿŀǊŘ LǎƭŀƴŘΨǎ ǘƻǳǊƛǎƳ ƛƴŘǳǎǘǊȅ Ƙŀǎ ōŜŜƴ ŘŜŦƛƴŜŘ ŀǎ ŦƻƭƭƻǿǎΥ   Competitive analysis relates to 

tourism infrastructure, quality of management, workforce, input costs, government policies and 

business climate.  Comparative analysis relates to characteristics such as climate, beautiful 

scenery, attractive beaches, wildlife, history and culture.   

 

This document is the culmination of the research.  The conclusions taken from the research and 

analysis are as follows: 

 

¶ The biggest burden on capital investment in PEI is the application of the provincial sales 
tax.  PEI tourism operators face a 10.5% tax on their capital investments while their 
counterparts in Nova Scotia and New Brunswick are able to have their HST rebated as an 
input tax credit. 
 

¶ Operators believe the current PST system adds to direct business cost, reduced 
reinvestment in their business, reduced access to capital and additional administrative 
burden on their business.  A HST system would allow small businesses to see their sales 
tax compliance costs cut in half, and eliminate sales tax on business inputs which would 
spur investment and productivity within the province.  
 

¶ Operators believe there is a need to improve the product offered and make additional 
investments to enhance some tired tourism products.   
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¶ Industry support programs exist provincially and federally for small to medium-sized 
operators and not-for-profit associations; however, there appears to be a void in large-
scale funding for major investments in the industry, specifically as it relates to product 
development. 
 

¶ Electricity rates for commercial/general service customers in PEI are significantly higher 
than those in the neighbouring Maritime Provinces, and Islanders pay more for gas due 
to regulation. 
 

¶ Experts predict huge labour shortages throughout the tourism industry.  PEI is already 
experiencing a shortage of tourism workers and the situation is expected to get worse. 

 

The recommendations of the study for PEI tourism operators based on the primary and 

secondary research and the conclusions therein are as follows: 

 

¶ Harmonization of the PST with the federal GST would greatly benefit the tourism 
industry on PEI and level the playing field with its Maritime counterparts.  Nova Scotia 
and New Brunswick witnessed increased capital investments without significant impact 
on consumersΩ prices after the HST was implemented in 1997.  TIAPEI should continue 
to lobby the provincial government to follow the other Atlantic Provinces and now 
Ontario and British Columbia into a harmonized sales tax system. 
 

¶ A critical path should be created and implemented to educate industry, stakeholders 
and associations on the different taxation systems and the benefits that are provided to 
businesses on a HST system. 

¶ The tourism industry of PEI is suffering from a tired tourism product that needs to be 
refurbished.  A federal and/or provincial funding program providing large-scale funding 
for major investments or reinvestments in the industry is required, specifically as it 
relates to product development to ensure PEI remains at a competitive advantage. 

 

¶ To enable PEI small business operators to remain competitive in regards to energy costs, 
PEI should take action and work to make changes to the existing policy on Small General 
Class Service for electricity, as in the case study for Nova Scotia electricity policy changes 
in 2003, in which the cost to small businesses would be similar to residential customers. 

 

¶ To ensure PEI has adequate numbers of well trained employees to meet the demands of 
the tourism industry, the provincial and federal governments and the tourism industry 
must work together to develop an action plan to meet the anticipated demands.  This 
plan should involve a number of training and educational institutions, (e.g. ATHI) and 
work cooperatively with TIAPEI and their existing human resource and training 
programs.   
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Introduction 
 

Tourism is a key industry for Prince Edward Island and currently represents 6.88% of provincial 

gross domestic product.  Tourism has also become a global marketplace and globalization has 

meant a dramatic increase in the number of destinations available to vacationers.  Not only is 

PEI competing with its maritime neighbours, it is competing with hundreds of international 

destinations that will continue to grow in number in the future.  PEI needs to be more 

committed and an aggressive participant in this global market.  

 

This report was commissioned by TIAPEI to study the business competitiveness issues facing 

tourism operators on Prince Edward Island.  Competitiveness is a broad concept, which can be 

observed from different perspectives; through products, companies or branches of the 

economy.  The ultimate goal of competitiveness is to improve the real income of the economy. 

 

This competitive analysis consisted of four components: 

 

1. Engage industry participants and representatives in discussions on what factors are 
ŀŦŦŜŎǘƛƴƎ ǘƘŜƛǊκt9LΩǎ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ. 
 

2. Research and analysis on competitiveness issues brought forward from roundtable 
discussions, including a review of industry information held by TIAPEI and ACOA relating 
to competiveness issues. 
 

3. Compare PEI tourism business economic competiveness across the areas of energy, 
labour, regulations and taxation with that of the other Maritime Provinces. 
 

4. Assess the impact a harmonized tax system (HST) would have on the PEI tourism 
industry. 
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Economic Importance of Tourism 
 
Global Tourism Trends  

 

Tourism is the fastest growing sector in the world economy.  Travel is one of the most resilient 

industries, quickly recovering from past shocks and one of the first things people want to 

indulge in when the economic conditions improve.  

 

According to the World Tourism Organization (WTO), world tourism grew by 6.0% in 2007.   

This was preceded by 5.3% growth in 2006 and 5.5% growth in 2005.  The WTO reports that 

ƎƻǾŜǊƴƳŜƴǘǎ ƻŦ ŘŜǾŜƭƻǇƛƴƎ ŎƻǳƴǘǊƛŜǎ ƘŀǾŜ ōŜŎƻƳŜ ƛƴŎǊŜŀǎƛƴƎƭȅ ŀǿŀǊŜ ƻŦ ǘƻǳǊƛǎƳΩǎ ǇƻǘŜƴǘƛŀƭ ŦƻǊ 

job creation, social and economic development, foreign investment, and the creation of 

financial reserves.  They have responded with significant investments in tourism infrastructure 

in countries stretching from Asia to the Middle East, Africa, and Central and South America.  

Subsequently, there are more exotic and diverse destinations and experiences available to 

travelers. 

 

Developing countries are making significant investments in tourism infrastructure.  These 

destinations are developing strategic alliances with airlines, hotel chains, etc. 

 

The market offers more diverse destinations with new and unique experiences being offered to 

travelers.  aŀƴȅ ƻŦ ǘƘŜǎŜ ǇǊƻŘǳŎǘǎ ŀǊŜ ŀǘ ŀǘǘǊŀŎǘƛǾŜ άǇǊƛŎŜ Ǉƻƛƴǘǎέ ŀƴŘ ǘŜƴŘ ǘƻ ƘŀǾŜ ƎƻƻŘ ǾŀƭǳŜΦ 

Consumers are demanding more value for money, with focus on quality for service and product 

offered along with the uniqueness of the product. 

 

There is a change in consumer behaviors.  We are now faced with aging populations who do not 

necessarily have the same historical travel patterns.  There is a shift from week-long vacations to 

several mini-breaks or vacations.  With advances in technology, the travel product is readily 

available online to research and book.  This preference for shorter, more frequent trips places 

additional pressures on industry to generate new visitations versus repeat visitations. 

 

¢ƻŘŀȅΩǎ ǘǊŀǾŜƭŜǊ Ƙŀǎ ŀƴ ƛƴŎǊŜŀǎŜŘ ŘŜƳŀƴŘ ŦƻǊ ǉǳŀƭƛǘȅ of product and services and is tending to 

shift from rural destinations to urban centers.  There is also a strong shift of travelers becoming 

environmentally conscious, particularly with European travelers. 

 

There is changing consumer interest when it comes to travelling.  Consumers are demanding 

something new, different and unique that will be memorable and inspiring.  These new and 

unique products are shifts towards immersion and experiential tourism, providing travelers with 

active and hands-on experiences to enjoy. 
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Maritime Provinces Tourism Trends  

 

According to Statistics Canada, as an economic engine, tourism generates $4.8 billion in export 

revenues for governments and 100,000 jobs for Atlantic Canadians.  When expressed as a 

percentage of GDP, tourism contributes significantly more to the economy of Atlantic Canada 

(5.3%) than it does on a national economic level (2.5%). 

 

Although tourism continues to grow globally, tourism related activity in Atlantic Canada peaked 

in 2002. Between 1996 and 2002, tourism related arrivals increased by 38% and revenues grew 

by 64%.  Since 2002, however, arrivals have declined by 12% while revenues grew by only 1%.  

This trend is the same across the country. 

 

The decline in visitation was not equally dispersed among the Atlantic Provinces.  Supported by 

strong Meetings, Conventions and Incentive Travel (MCIT) and cruise ship visits, direct air access 

and its unique natural environment, visitation to Newfoundland and Labrador increased by 12% 

between 2002 and 2008. Nova Scotia, supported by its direct air access and sea access links and 

strong urban product, reported a marginal decline in visitation, while Prince Edward Island and 

New Brunswick reported the most significant declines. 

 

CǊƻƳ ŀ ǊŜƎƛƻƴŀƭ ǇŜǊǎǇŜŎǘƛǾŜΣ !ǘƭŀƴǘƛŎ /ŀƴŀŘŀΨǎ ǎƘŀǊŜ ƻŦ overnight trips to Canadian destinations 

has also declined.  In 2002, the region enjoyed a 9.2% share of the overall trips taken by 

Canadians to Canadian destinations.  By 2006, the market share fell to 7.7%.  ¢ƘŜ ǊŜƎƛƻƴΩǎ ǎƘŀǊŜ 

of overnight trips to Canada by Americans has also declined from 5.1% in 2002 to 4.4% in 2006. 

 

¢ƘŜ ǊŜƎƛƻƴΩǎ ƛƴŀōƛƭƛǘȅ ǘƻ ŜȄǘŜƴŘ ǘƘŜ ǘƻǳǊƛǎƳ ǎŜŀǎƻƴΣ ƭŀŎƪ ƻŦ ŀŎŎŜǎǎ ǘƻ ǘƘŜ ǊŜƎƛƻƴ and its tourism 

products and experiences, less competitive tourism infrastructures, lower tourism technology 

adoption rates, and shifts in consumer demand to urban tourism experiences are significant 

contributors to the Atlantic ProvincesΩ loss of tourism competitiveness. 
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Prince Edward Island Tourism Overview  

 

Second only to agriculture, the tourism Industry in PEI remains a potential-high growth sector 

that can offer distinct cultural, social and economic benefits to the Island. 

 

According to the PEI Tourism Exit Survey in 2007, roughly 225,000 travel parties visited PEI 

during the period from June 27 to September 30.  Of these, 85.3% were from other Canadian 

provinces, 9.8% from the United States, and the remaining 4.9% from offshore (international) 

countries.  

¶ Half of Prince Edward LǎƭŀƴŘΩǎ ǾƛǎƛǘƻǊǎ ŎŀƳŜ ŦǊƻƳ Nova Scotia and New Brunswick.  
Together, they accounted for 50.5% of the overnight total.  

¶ Overnight visitors stayed in the province an average of 4.97 nights per trip in 2007.  
Average length of stay ranged from a low of 3.7 nights for visitors from Nova Scotia and 
New Brunswick, to a high of 7.4 nights for visitors from New England.  

¶ Overnight pleasure visitors spent a total of $230 million during this period, an average of 
$1,001.34 per travel party per stay.  

¶ Almost three-quarters (73.3%) of overnight visitors were visiting for pleasure.  Visiting 
friends and relatives ranked second as a main reason for visiting, accounting for 19.9% 
of overnight visitors and the remaining 1.8% was ǾƛǎƛǘƛƴƎ ŦƻǊ άƻǘƘŜǊέ ǇǳǊǇƻǎŜǎ ǿƘƛŎƘ 
included attending a wedding, attending a family reunion/meeting, educational study 
and other purposes.  

¶ Traveling parties consisting of two adults accounted for 51% of visitors to PEI.  Families         
with children accounted for 32% of visitors.  The average number of travelers per party           
was 3 people.  

¶ Trips that included a visit to PEI lasted on average 8 nights, of which 4.96 nights or 62% 
of total trip nights were spent on PEI.  

¶ !ƴƴŜΩǎ [ŀƴŘ ǿŀǎ ǘƘŜ ƻǾŜǊƴƛƎƘǘ destination for a leading 32.7% of all travel parties nights 
spent on PEI.  Charlottetown was a close second and was the overnight destination of 
28.9% of all travel parties.  

¶ In total, 71.8% of travelers during the study period in 2007 were making a return visit to 
the Island.  The remaining 27.4% were on their first trip to PEI.  

¶ A leading 24% of overnight visitors stayed in hotels, motels or resorts.  The homes of 
friends and relatives ranked second (21.9%) and campgrounds/trailer parks ranked a 
close third (21.2%).  Cottages/cabins were the main type of accommodation used by 
19.7% of visitors.  
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Changing Travel Markets  

 

Primary factors contributing to a national decline in tourism include the globalization of tourism, 

geopolitical and economic conditions, and changing consumer travel behaviors and interests. 

Changing demographics continue to influence travel.  In North America and Europe, aging Baby 

Boomers continue to be the largest market segment in the short to midterm. 

 

Climate change is the single greatest long-term issue affecting tourism globally.  

Notwithstanding the physical impact that climate change will have on travel, there are 

escalating expectations among consumers for environmental and social responsibility for the 

tourism industry. 

 

As consumers travel more, they become increasingly sensitive to and appreciative of the 

cultures and environments of the destinations they visit.  As travel experiences become richer 

and more rewarding, each experience nourishes a desire to experience more.  As they continue 

to seek out exposure to new experiences and a deeper understanding of the cities they visit, an 

increased focus will emerge on the personal determinants of travel including self-development 

and learning. 
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Economic Overview  

 
International Economy 

 

The global economy slowed notably in 2008 as the financial crisis took hold and consumer 

demand declined.  Economic activity began to contract late in the year, erasing nearly all the 

growth seen earlier. 

 

A US-led meltdown in the financial sector, triggered by the subprime mortgage crisis, pushed 

many ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ Ŏƻuntries (including the US, Germany and Japan) into a recession in 

2008.  The collapse of financial institutions around the globe and the resulting loss of confidence 

were unprecedented, drawing comparisons to the Great Depression. 

 

The warning signs of a crisis in the financial market began early in 2008 when the US Federal 

reserve brokered the sale of the investment bank Bear Stearns to JPMorgan Chase.  Mounting 

losses brought about by mortgage delinquencies and foreclosures led to further failures in 

September and October.  These conditions were also evident elsewhere in the world where 

significant government interventions were required to keep their financial institutions afloat. 

 

The global job boom came to an end in 2008.  Unemployment rates in many major industrialized 

countries began climbing during the year as falling demand forced employers to lay off workers. 

Consumers cut spending as confidence declined. 

 

Commodity prices exhibited a great deal of volatility in 2008.  Oil hit record levels during the 

summer of 2008, topping $147 (US) per barrel, but retreated to below $40 (US) per barrel during 

the last few months of the year as the economic downturn deepened. 

 

With a collapse of housing activity, real residential investment among the Organisation of 

Economic Cooperation and Development (OECD), countries posted a double-digit decline in 

2008 due to increased foreclosures and falling housing prices. 

 

Many developing economies have also been impacted by the downturn in global economic 

activity. Although still showing growth, the impact of rapidly falling exports have pushed down 

real GDP growth in newly industrialized economies such as China, India and Brazil. 

 

It is expected that the slowdown of the economy will persist for much of 2009, with a modest 

recovery expected to start late in the year.  
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The Canadian Economy 

 

The deterioration in financial markets, faltering commodity prices and a deepening of the US 

recession impacted the Canadian economy, with real GDP growth slowing to 0.5% from 2.7% 

posted in 2007. 

 

With growth in the service sector more than doubling growth in the goods-producing sector,  

total employment increased 1.5% (or 259,400 jobs) in 2008.  The unemployment rate inched up  

0.1 percentage point to 6.1% in 2007. 

 

CaƴŀŘŀΩǎ ǊŀǘŜ ƻŦ ƛnflation rose 2.3% in 2008, slightly higher than the 2.2% increase the previous 

year. Tight credit conditions and job losses dropped consumer confidence to levels not seen 

since the 1991 recession.  To stimulate consumer spending, the Bank of Canada lowered its 

overnight rate by 75 basis points in October and another 75 basis points in December.  The 

Canadian dollar eventually settled around the 80 to 85 cent (US) range from a previous high of 

1.02 dollars (US). 

 

While slumping commodity prices took their toll on certain sectors, overall exports were up 

8.3% in 2008, supported largely by exports of energy products.  Agriculture and fishing products 

also fuelled the rise. 

 

After two years of gains, housing starts declined, while non-residential building permits 

increased 2.5%. 

 

According to private sector forecasters, lower 

employment levels, decreased consumer 

spending and weakened trade are expected to 

contibute to the continued decline in real 

economic growth for 2009. This negative 

growth, coupled with falling commodity prices 

is expected to keep inflation low, while the 

unemployment rate is anticipated to increase 

significantly. 
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 Prince Edward Island Economy 

 

 In 2008, the population of PEI was 139,818; an increase of 1,700 persons or 1.23%.  This was 

the fastest rate of growth east of Saskatchewan and slightly higher than the national growth of 

1.17%.  An estimated 1,281 immigrants chose PEI as their new home in 2007/08 while 65 

emigrants left the Island. 

The Canada Mortgage and Housing Corporation (CMHC) estimated that there were 712 new 

housing starts on PEI in 2008, a decrease of 5.1% from 2007.  This was due to decreases in both 

single and semi detached home construction.   However, there was a significant increase in the 

other starts - primarily apartment building construction increasing from 71.4% from 77 units in 

2007 to 1332 units in 2008.  

Air travel to PEI has increased for the past 5 consecutive years.  In 2008, 139,405 passengers 

flew into PEI, up 9.6 % from 2007, while 142,980 people left the province by air up 13.5%.  Total 

air traffic was up by 11.5% compared to 2007. 

Statistics Canada estimates that the Canadian economy expanded by 0.5% in 2008.  This 

compares to growth of 2.7% in 2007.  The PEI economy grew by 0.9% in 2008 following two 

years of 2.4% growth.  

¢ƘŜ ǾŀƭǳŜ ƻŦ t9LΩǎ DǊƻǎǎ Domestic Product (GDP) at market prices for 2008 is estimated to be  

$4,716 million. 

Employment increased by 1.3% in 2008 to average 70,200 for the year.  Total labour increased 

by 3.9%. The unemployment rate averaged 10.8% in 2008 up from 10.3% in 2007.  

P9LΩǎ ǇƻǇǳƭŀǘƛƻƴ ƛǎ ŀƎƛƴƎ 

the median age has risen 

from 24.8 years in 1971 to 

41.3 years in 2008.  In 

1971, the poulation over 

the age of 65 was 11%, this 

proportion has risen to 

15.1 % in 2008. 
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The All-Items Consumer Price Index for PEI rose by 3.4% in 2008, compared to 2.3% nationally.  

Core inflation, the year-over-year rate of change of the CPI excluding food, energy and the 

effects of change in indirect taxes, rose by 0.6% that year.  (Source:  Statistics Canada) 

Energy inflation rose dramtically from 2.7% in 2007 to 16.9% in 2008.  According to Statistics 

Canada , gasoline sold for an average of $1.145 per litre in Charlottetown in 2008, an increase of 

9.9% from 2007.  Heating oil sold for an average of $1.023 per litre in 2008, up by 29.0% from 

2007.  

 


