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SEEP’s mission is Connecting microenterprise practitioners in a global learning community.

About the Practitioner Learning Program

The Practitioner Learning Program (PLP) is a SEEP Network initiative that explores key issues facing
the microenterprise field. The PLP methodology was developed by SEEP as a way to engage microen-
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effective and replicable practices and innovations to benefit the industry as a whole. The PLP combines
a small-grant program with an intensive facilitated-learning process, usually over a period of one or
more years, and utilizes workshops, e-mail discussion groups, conference calls, and distance learning. As
participants implement activities in the learning network, they identify effective, replicable innovations
and document these findings to benefit the industry as a whole.

The PLP’s model of “learning by doing” maintains a focus on results, with the added benefit of increased
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Abstract

During the last decade, the growth of international travel to developing nations grew by 94.4 percent, compared to a growth rate of
only 34 percent for developed countries.! Tourism therefore represents a key industry in which developing nations have an oppor-
tunity to overcome poverty by investing in tourism initiatives. This growth, matched with the growth of ecotourism and the overall
greening of tourism as a whole, has led to an increase in economic development models looking at using tourism as an incentive to
protect the environment. The challenge in developing such programs is to create economic opportunities for local communities that
incentivize the protection of local natural and cultural resources. The question for policy makers, donors, and investors is not only
how much tourism contributes to local economies, but also how to show local communities the benefits of such initiatives.

The SEEP Network, in an effort to explore these questions, supported the development of a measurement tool to attempt to quan-
tify the direct and indirect impacts of tourism on local communities in Central America. This paper reviews how the information
generated by the measurement tool can be used to assist communities, businesses, and policy makers in understanding the real and
potential impacts of local tourism.

Why Measure the Economic Impact of Tourism?

Tourism is one of the fastest growing industries in Central America and has the potential to promote economic growth and help
alleviate poverty in the region. Central America has many natural assets that relate to tourism: beautiful beaches, forests, a wealth of
indigenous culture, and moderate prices. However, the challenge facing the Central American tourism industry is how to capture a
high percentage of revenues to benefit local economies. The conservation of local natural and cultural tourist attractions could be at
risk if there is not a clear correlation between tourism and economic opportunities for local communities.

Tourism is human resource intensive and therefore has a broad impact on economies, accounting for an estimated 10.3 percent of
global GDP in 2007 with a worldwide growth rate of more than 4 percent per year.? One job in the core tourism industry creates
roughly one and a half additional (indirect) jobs. Using this multiplier, it can be said that tourism creates (directly and indirectly)
more than 230 million jobs, which represent some 8 percent of the total global workforce.? Tourism also has a positive impact on
women and youth, two groups often excluded from economic opportunity in developing markets. Women comprise between 60 and
70 percent of the tourism labor force, and 50 percent of the workers are age 25 and under.*

Benefits from tourism, in terms of employment and income generation, depend on how well an organization or business is linked
to the local economy. This linkage can be based on natural attractions, local products and services, and other resources that sup-
port tourism. The more “local” the tourism, the greater the direct impact of tourist dollars for local communities. This is due to the
fact that many of the attractions and activities are community-based and run by small, local businesses. In addition, many hotels,
restaurants, and other providers purchase inputs or complementary products and services such as transportation, food, construc-
tion, agriculture, handicrafts, guides, and cultural performances from local businesses and vendors and therefore create additional
employment and income opportunities in local areas.

Introduction to PLP Measurement Tool

The SEEP Network’s Ecotourism Practitioner Learning Program (PLP)® examined strategies to promote sustainable job creation
and increased incomes for small enterprises working both directly and indirectly in the growing ecotourism industries in Guatemala,

1. Tourism and Poverty Alleviation: Recommendations for Action, World Tourism Organization, 2002.

2

3. Ibid

4. Ibid

5. This PLP is focused on using ecotourism to create employment and alleviate poverty in Guatemala, Honduras, and Nicaragua.
Two other learning products from this PLP are

- Case Study of Finca Esperanza Verde: Creating Employment through Tourism in Nicaragua; and
- Getting to Win-Win in the Ecotourism Value Chain: Lessons from Central America.
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Honduras, and Nicaragua. When first engaging these enterprises, there was no obvious method for measuring the direct and indi-
rect economic impacts of their activities.

The SEEP Network contracted consultants Kenya Mejia® and Isis Castro’ to carry out research on existing methodologies mea-
suring the economic impact of tourism at the local level. Based on their findings, Mejia and Castro created a measurement tool
appropriate for local tourism in Central America. The tool’s design and structure were based on a study conducted by Juan Antonio
Aguirre on tourism expenditures and impact in Costa Rica,® as well as a multiplier tool designed by Ken Hornback. HornbacK’s
tool is used to measure impact in national parks in the United States’ and was recently updated by Daniel Synes and Dennis Propst
from Michigan State University. The PLP tool was developed during the spring of 2008 and field-tested during the summer by four
organizations participating in the Ecotourism PLP.

Ecotourism PLP Participants

Finca Esperanza Verde, an eco-lodge and organic coffee farm in Nicaragua
La Ruta Moskitia, a local tour operator in northeastern Honduras
Mesoamerica Travel, a private wholesale tour operator in Honduras

Rainforest Alliance, an international organization working to conserve biodiversity and ensure sustainable livelihoods. For the
purposes of pilot testing this measurement tool, Rainforest Alliance worked with one of its pilot operations!® in Nicaragua.

Mejia and Castro helped PLP participants quantify the direct and indirect impacts of their operations through the development of
a tool that has companies track spending. The tool allows organizations to obtain basic quantitative information, such as the number
of jobs created, total salaries paid, operating expenses, direct sales, and total contributions to the treasury (taxes). The tool facilitates
a clear identification of the relationship between the organization and local companies offering supporting tourism services within
the same destination. In addition, the tool incorporates a survey to assess tourists’ total expenditures within the destination area. Us-
ers of the tool then have a clearer understanding of their direct and indirect impacts on the local economy, as well as their induced
impacts, or how employment generated by tourism affects the local economy. They also get relevant market data that can be shared
with the communities in which they work to develop additional demand-driven resources, services, or businesses.

Direct and Indirect Impacts

Measurement tools benefit local enterprises because they provide them an indicator of the overall impact they are having in the
community. Prior to the use of the tool, PLP participants could only track or estimate their direct impact on the economy based on
their sales, local purchases, and salaries.

6. Kenya Mejia is an agronomist specializing in agribusiness management with experience in sustainable tourism projects.
7. lIsis Castro holds a Licentiate Degree (BA equivalent) in tourism with a specialty in tourism planning and development.

8. Measuring the Economic Impact of Tourism Spending by Visitors to National Parks in Costa Rica. Juan Antonio Aguirre. Center
for Sustainable Development, Journal of Tourism and Cultural Heritage. 6 (1): 11-26. 2008.

9. Estimating Economic Impacts for National Park Visitors: MGM2—Money Generation Model. Department of Parks, Recreation &
Tourism Resources. Michigan State University (www.prr.msu.edu/mgm2) Accessed September 2008.

10. The Rainforest Alliance Sustainable Tourism Program promotes best practices for hotels and tour operators throughout Central
America, working to minimize environmental footprints and respect local societies and cultures.
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Pre-Tool Tracking of Local Economic Impact

Tourists

!

Tour Operator/Hotel Purchases of local supplies & services

!

Salary to Staff

v

Local Inputs/Vendors

The tracking mechanism above fails to capture the full scope of the economic impact of local tourism. The tool developed during
this PLP expands upon these data and creates an understanding that local tourism provides an additional impact to local economies
through direct expenditures by tourists to local vendors, as well as the local purchases made by PLP participants and their staff (from
salaries) in the local market. The increased economic and job opportunities for local businesses are detailed in the diagram below.

Using the Tool to Understand the Broader Economic Impact

Tourists Other direct purchases
v
Tour Operator/Hotel Local purchases .
v 'y v
Staff Salaries > Local Vendors
JOBS
\ 4 \ 4 A 4
Local Shops Local Suppliers
JOBS JOBS
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Quantifying the exact economic impact of a tourism business can be a challenge. Most economic impact studies that attempt to
identify contributions in terms of sales, taxes, revenues, and jobs generated by tourism-related activities apply a variation of the fol-
lowing formula:

Economic Impact : Number of : Average P .y
, = - : : DXt Multipl .

of Tourism : Visitors : X s Expenditure ; X1 ultiplier :

M issssesssssssmmses - : per Visitor . PR L L LT

‘The multiplier is a way to quantify total economic (direct, indirect, and induced) impact on the local economy. For the PLP tool,
Mejia and Castro incorporated the findings from Aguirre’s study of Costa Rica that found a 1.65 multiplier effect for economic
impact, and a 2.0 multiplier effect for indirect job creation from local tourism. These multipliers are also accepted and used by the
Honduran Institute of Tourism.

During the pilot testing of the PLP tool, the SEEP Network was interested in learning about the usefulness and possible applica-
tions for such a tool. What the practitioners found was that, in addition to providing financial and economic impact data, the tool
could be used to assist in the management of tourism activities by:

1) creating a direct and tangible connection to the local community;
2) assisting the tourism enterprises in making strategic management decisions; and
3) helping to set public policy at a regional and even national level.

Connecting to the Community

Finca Esperanza Verde

Finca Esperanza Verde (FEV) is an eco-lodge and organic coffee farm operated by the NGO Sister Communities of San Ramoén,
Nicaragua. The lodge and farm provide an environmentally friendly source of employment and income for Nicaraguans. FEV also
serves as a financial resource for the municipality of San Ramén, with 10 percent of its profits reinvested to support community
development projects such as building schools and health clinics and expanding water and access to electricity.

Prior to pilot testing the measurement tool, FEV kept data on operating expenses but had never integrated this information. By
compiling several separate sets of information (employee lists, salary ranges, input purchases, etc.), FEV was able to generate a more
concise view of its total economic impact within the municipality of San Ramén.

A key function of the measurement tool is understanding tourist expenditure habits. This was achieved by conducting a direct survey
of PLP participant clients. Using results from the guest survey, FEV was able to better understand that their guests were spending
their money on:

Item %
Guides/tours 8
Tickets to sites of interest 10
Handicrafts/souvenirs 20
Local Transportation 12
Lodging 50
Total 100%

'These percentages show that FEV is, in fact, creating income opportunities for multiple actors in San Ramén, even those not directly
employed by FEV. These data provide FEV with valuable information for establishing a dialogue with the community on the other
economic opportunities generated by the lodge. The findings also highlight prospects to continue growing local businesses in the
future—for example, restaurants, shops, and musical or cultural activity groups.
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Mesoamerica Travel

Mesoamerica Travel, a private wholesale tour operator in Honduras, developed a relationship with a small community called Buenos
Aires in 2007. Buenos Aires is located at the entrance to Cusuco National Park and is home to an eco-lodge financed by the United
Nations Development Program. Representatives from Mesoamerica Travel saw the natural beauty and tourism potential in this area
and helped to form a Tourism Commission in Buenos Aires. Mesoamerica is now working with the Commission to upgrade the
eco-lodge and improve other tourism services so that Mesoamerica and other tour operators feel more comfortable sending tourist
groups to Buenos Aires.

Using data from January to July 2008, Mesoamerica applied the measurement tool to evaluate the impact of tourist groups it sent to
Buenos Aires and Cusuco National Park. The surveys showed that tourists spent their money on the following services:

Type of service %

Lodging 12.5
Food and beverages 25.0
Local guides 62.5
Total 100%

'The information draws from a low number of tourists (25) due to the fact that it was collected during the low tourist season. With
this tool, Mesoamerica can show the Commission in Buenos Aires that tourists are spending a high percentage of their expendi-
tures on guide services, which are typically low in cost and short in length, rather than on lodging. Mesoamerica can highlight to
the Commission that by increasing the number of nights a guest stays in Buenos Aires, they could increase the economic benefits of
tourism within their community. If guests had a reason to stay longer, the community would see an increase in job opportunities and
economic benefits. Possible ways to increase the duration of visits include improving lodging and expanding options for additional
activities and attractions beyond guided tours of the park—for example, musical or dance exhibitions by local performers.

Management

Rainforest Alliance

'The Rainforest Alliance works to conserve biodiversity and ensure sustainable livelihoods by transforming land use practices, busi-
ness practices, and consumer behavior. The Rainforest Alliance Tourism Program works with tourism businesses to boost local
economies, minimize their environmental footprints, and respect local societies and cultures. In 2003, the organization began its
Sustainable Tourism Program to promote best practices in Central America, reaching out to hotels and tour operators throughout
the region.

For the economic test, Rainforest Alliance had La Gran Francia Hotel, a partner in the Sustainable Tourism Program, located in
Granada, Nicaragua, use the PLP’s economic impact measurement tool. The hotel offers 21 rooms, as well as two bars, one restau-
rant, a swimming pool, and a convention center. The hotel applied the tool to one year’s worth of its own data (July 2007 to June
2008) on the total number of guests and number of nights stayed in an effort to gauge the economic impact of the hotel on the
local community.

La Gran Francia Hotel’s _ Number of % Average . Multiplier
Local Economic Impact . Visitors . . Expenditure . :
per Visitor Lo 1.65
$154,655 : 738 : . : M eeeeeeasaaaaaaan a

T $127.00 :

Note: Average expenditures based on guest survey conducted in August 2008.
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In addition to guest spending, the hotel employs approximately 90 local staff, which creates an estimated 180 jobs within the com-
munity of Granada.

For an organization like Rainforest Alliance, identifying these results contributes significantly to its ability to manage and assess the
performance of partners in its Sustainable Tourism Program. Rainforest Alliance plans to use the tool to benchmark and measure
the progress of its partners in achieving the economic goals of the program.

Policy

La Ruta Moskitia

La Ruta Moskitia (LARUMO) is a tour operator working with indigenous communities in the Rio Plitano Biosphere Reserve in
northeastern Honduras. LARUMO is an alliance of micro-businesses that have developed ecotourism products and services for
domestic and international markets. These micro-businesses are community-owned and operated, and therefore all of the financial
benefits of La Ruta Moskitia go directly to the local communities. LARUMO provides the micro-businesses with technical assis-
tance to help develop and refine their facilities and operations, while also organizing tour groups to visit the communities.

'The broader goal of LARUMO is to protect the Rio Plitano Biosphere by sponsoring conservation and generating income for the
communities through sustainable tourism. Direct economic benefits from tourism will lead to a decreased economic dependency on
hunting, overfishing, and extractive land practices such as slash and burn agriculture and overgrazing by cattle.

As with Finca Esperanza Verde and Mesoamerica Travel, the measurement tool allows LARUMO to engage in a direct dialogue
with communities regarding the indirect and direct impact that tourism has in their local economies. Results from applying the tool
provide substantive evidence of the benefits of natural resource-based economic livelihood alternatives for indigenous people that
can be used to defend the communities if land conflict issues or land policy changes were to arise. LARUMO can use this infor-
mation to engage in higher level discussions with park managers, donors, and Honduran government officials assessing current or
future activities within or bordering the park, to ensure a continuation of their communities’ conservation efforts.

Conclusion

The governments of Honduras and Nicaragua, and those for most of Central America, understand the economic benefits of tour-
ism. Casual Web searches for any of these countries will lead you to country destination promotions, travel services, and government
tourism boards promoting the natural resources with which the region is blessed. Tourism can tempt investors and governments to
exploit rather than protect the very natural resources that tourists travel and spend their resources to enjoy. A community-based ap-
proach that connects communities to tourism activities is needed to protect and manage natural resources and to better understand
the economic benefits for doing so.

In implementing the Ecotourism PLP, The SEEP Network quickly identified a gap in knowledge on the part of tour operators and
local communities on the real economic impact of tourism. The tool developed with SEEP support generates a comprehensive view
of the economic impact of local tourism by taking into account the direct, indirect, and induced effects. This tool was directly tested
at the community level, with PLP participants gaining an understanding of how their businesses were impacting the communities
in which they operate. The tool can also be applied as a management enhancement for companies/investors because the information
it generates is useful in influencing government investment or conservation policies. Understanding this information answers the
question “why measure the economic impact of tourism?” It provides a lens that tourism operators and development practitioners
can use to identify opportunities to better engage, link, and improve the economic impact of tourism activities for populations that
may otherwise be disenfranchised.
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