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Executive Summary 

The Foundation for Puerto Rico and Estudios Técnicos, Inc. have partnered to integrate 

the concept of the Visitor Economy (VE) into a broader economic development strategy 

framework. This project seeks to identify the supportive elements required for a robust VE 

under the Island’s current economic conditions, while positing empirical insights on how 

the VE interacts with the local economy. Thus, rather than equating VE to tourism, this 

report provides the basis for a broader VE. This translates to greater emphasis on its 

interrelation with the domestic economy and its capacity to become a strong economic 

development tool.  

The following report provides a new conception for the visitor economy in Puerto Rico, 

analyzes the experiences in other jurisdictions and provides an assessment of such 

conception within the local economy.  

Concept  

When assessing the value of the visitor economy, such assertion is usually dependent on 

the underlying definitions and the tools used to measure their impact. For the purposes 

of this paper, the definition of the visitor economy is not constrained by travel and tourism, 

it encompasses a bigger concept within the economy. Moreover, the traditional 

definition 1  used by the UNWTO is broadened to allow the visitor economy to be 

understood as a development strategy.  

The traditional definition of a visitor has both a temporal and a situational constraint. 

In order to create a full development strategy, a “visitor” should be anyone that is 

“taking a trip to a main destination outside his/her usual environment (UN World Travel 

Organization, 2017)2” regardless of the time he/she spends at the new environment. 

Furthermore, it is increasingly important to understand the “visitor” as a source of 

                                                 
1  TSA: RMF (2008): Travel & Tourism is “the activity of persons travelling to and staying in places outside their usual 

environment for not more than one consecutive year for leisure, business and other purposes not remunerated from within 

the place visited”. 

2 United Nations Department for Economic and Social Information and Policy Analysis Statistical Division and World Tourism 

Organization, (2008). Recommendations on Tourism Statistics. Series M No. 83/Rev.1. [online] New York, pp.3-10. Available 

at: https://unstats.un.org/unsd/publication/Seriesm/SeriesM_83e.pdf [Accessed 21 Mar. 2017]. 
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capital and knowhow for a wide range of investment opportunities around a local 

economy3. 

Developing the Visitor Economy: Key Infrastructures 

A strong VE calls for changes in several types of infrastructure to achieve two primary 

objectives: 1) strengthening visitor-related initiatives, and 2) facilitating the linkages with 

other economic, social and cultural entities. “Infrastructure” in this sense is broader than 

just the physical inputs; it comprises the totality of resources by which the relevant 

industries and policymakers produce growth and development in the economy. At a 

minimum, the types of infrastructure required for a successful VE-BEDS include: 

 

The next graph highlights the need for strengthening the visitor economy via mechanisms 

that promote the development of internal linkages. Thus, the interplay of infrastructures 

offers one of the greatest potential of growth for VE and the impact it has on the local 

economy.  

                                                 
3 In terms of Puerto Rico, for example, this would mean that those that have moved to the island under the Ley Para 

Incentivar el Traslado de Individuos Inversionistas a Puerto Rico are considered visitors. Although under the traditional 

definition this fails to meet the time-based and circumstantial restrictions, the foreign capital and technology transfers they 

have brought into the island nonetheless impacts the island through the expanded visitor economy. 
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To develop its VE, Puerto Rico must transform the single-purpose focus that has 

characterized current infrastructure planning into a holistic approach. This requires not 

only dealing with the various infrastructures mentioned above, but also planning towards 

more robust, measurable, and achievable Visitor Economy – Local Economy Linkages 

(VE-LEL) in an integrated manner. For instance, cultural assets can be both an attraction 

for tourism as well as benefitting from it through additional resources assigned to their 

enhancement. This is something that European countries in which heritage tourism is 

important have recognized. Many other dimensions of the VE should also be considered, 

including systems that facilitate linkages between visitors and local society, creative class 

clusters, and other instruments that increase opportunities for visitors to insert themselves 

into Puerto Rico’s economy. Thus, non-traditional instruments such as those associated 

with the sharing economy must be considered and potentially supported within this 

integrated infrastructure system. 
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The vision in this report is that of an integrated system, in which VE-LELs are harnessed 

within regions of visitor activity (visitor clusters) and under which local and external 

linkages are measured and adequately regulated to maximize the impact of the VE 

upon the local economy. The following diagram articulates this vision in terms of flows: 

VE-LELs are represented as arrows stemming from the available key infrastructures in a 

visitor cluster to the local economy. 

AN INTEGRATED VISION OF THE VISITOR ECONOMY 

 

 

 

Measurement 

This paper provides insight into potential empirical and methodological approaches to 

measure the impact of the visitor economy in the Island. Restricting the impact to the 

traditional definition provides a solid base for comparison purposes (comparability), but 

restricts the potential impact that such activity has in our economic system. The proposed 
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estimates move beyond traditional market-oriented measures such as spending, but 

rather it takes into account a greater number of positive externalities that comes with 

visitors.  

Besides redefining the term “visitor”, it is important to rethink the typical approach to 

the visitor economy. Traditionally the visitor economy is focused on tourism and its 

immediate expenditure driven impacts on a network of visitor related activities4. The 

term “visitor economy” would greatly benefit from the incorporation of “intangibles” 

and other intermediate goods. Moreover, it’s important to start considering the visitor 

economy as something greater than the tourism sector. The linkages with other 

economic, social and cultural components of the economy become equally as 

important as strengthening visitor related initiatives.  

This report builds upon the traditional notion of the VE, but extends the impact analysis 

towards many other sectors in the economy besides those related to tourism. These 

include, among others: 

• Attracting external investment 

• Stimulating research and development 

• Increasing fiscal revenues 

• Technology transfer and innovation 

• Other spillover effects 

 

In addition to the core estimates of visitor activity, several additional measures pertaining 

to the VE infrastructures need to be addressed. These will complement and enhance 

both planning and execution dimensions of any VE-BEDS 

The following table summarizes the new proposed metrics for the key infrastructures in the 

VE. 

                                                 
4 Villamil, J. (2016). The Visitor Economy as a Core Development Strategy. San Juan. 
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TABLE 1 

 

Metric Reason/Explanation

Inventory of Infrastructure – a database detailing public and 

private sector facilities within a v isitor cluster, including a) the 

offerings of each building (rooms, specialty cooking, public 

serv ices, etc.)

Provides a detailed overv iew of the region’s economic and 

visitor potential

Creates insight for many other infrastructures (e.g. cultural, 

social, environmental, and knowledge)

Serves as general improvement for national accounting, 

municipal development and environmental planning

Statistics on the quality of the infrastructure (e.g. age of 

structure, depreciation, date of last restoration) for the 

infrastructures within a v isitor cluster

Allows measurement of strengths and weaknesses of the 

available infrastructure, as well as additional investment 

needs/opportunities

Estimates of Physical Carrying Capacity of Visitor Clusters – area 

of cluster * v isitors / area * daily duration

Serves as an exploratory indicator of the potential v isitor 

demand that can be supplied by the existing infrastructure

Estimated number and distribution of v isitors in amenity-type 

structures within a v isitor cluster

Serves as an indicator of the cluster's "critical mass" in terms of 

social infrastructure (Do v isitors frequently gather around these 

areas? Which areas attract more "critical mass"? Do they incur 

in externalities which need to be addressed?)

Visit expenditures by v isitor cluster

Measures the social infrastructure demand around each cluster

Allows comparison of clusters and regions -- which areas are 

best-performing? High per-capita spending or high volume of 

v isitors?

Spatial distribution of amenities

Critical planning tool to develop all infrastructures -- better 

zoning, incentives, coordination of marketing and 

entertainment strategies

Additional Questions for Visitor Survey:

On a scale of 1 to 10, how much did you enjoy your v isit to 

[cluster]?

What would you have liked to do during your v isit to [cluster]?

Satisfaction as a proxy for the quality of social infrastructure

Leading indicator of possible enhancements to social 

infrastructure

Eco-friendliness Index of lodging, amenities
An index measuring the eco-friendliness infrastructure of the 

available offer

Waste generated within v isitor clusters A measure of the overall eco-friendliness of the region

Number of trips / passengers to ecological sites and amenities
Highlights the critical mass for key areas such as ecotourism

Implicitly measures the quality of the ecological sites

Visit expenditures in ecological sites and/or eco-friendly 

locations

Indicator of demand for eco-friendly locations and ecological 

infrastructure

Number and Expenditures of Visitors in cultural amenities of 

v isitor clusters

Measures the critical mass and demand for cultural 

infrastructure

Index of Infrastructure Quality
Indirectly measures the readiness for attracting additional 

demand of available offerings

Spatial distribution of cultural activ ities and establishments
A planning tool to enhance the cultural infrastructure, and to 

link v isitors with the unique characteristics of the island.

Number of v isiting professors, sector specialists, students, 

scholars, and researchers

Measure of the competitiveness of Puerto Rico's knowledge 

infrastructure

Specialists as critical networking link -- higher number implies 

greater linkages of Puerto Rico's knowledge infrastructure

Number of collaborative agreements with US and foreign 

universities, and number of participants
Measures the size of the knowledge-sharing economy

Convention bureau statistics on technology, research and 

science
Measures the size of the knowledge-sharing economy

Average ranking of educational institutions in Puerto Rico, and 

comparisons with the US and internationally in select criteria

Indicator of the quality of the knowledge infrastructure, 

particularly that pertaining to research

Source: Estudios Técnicos, Inc. (2018).

Proposed Metrics for Measurement of VE Infrastructures

Physical Infrastructure

Social Infrastructure

Environmental Infrastructure

Cultural Infrastructure

Knowledge Infrastructure
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Economic Impacts 

The following table summarizes the total estimated impacts from the VE. Results do not 

include “internal tourism” or domestic tourism expenditures.  

 

Core Estimate of Visitor Activity

(Visitor Expenditures)
$1,779.3

Indirect and Induced Consumption 

Expenditures in the Local Economy
$1,115.3

Indirect $882.4

Induced $232.9

Spending from Additional Sectors $1,279.1

Government Expenditures $279.4

Private Capital Expenditures $999.7

Total $4,173.7

Estimated Impact of Visitors in Puerto Rico
Fiscal Year 2013

($ millions)

Source: Estimates by Estudios Técnicos, Inc. (2017).
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Socioeconomic Profile of Visitors – per capita spending cohorts 
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Spending Profile of Visitors 
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Concluding Remarks 

Given the circumstances after Hurricane María, and the openness of the local economy, 

Puerto Rico will experience a change in its visitor economy. That is, the Island will 

experience the typical post-disaster events that characterize all economies that suffer 

from natural disasters. It is well documented that past experiences have rendered a 

recovery path of 6 months in average5. Due to the magnitude of damages caused by 

María it is reasonable to expect that at least an additional trimester will be required to 

resume quasi-normal operations. It is important to keep in mind that the visitor economy 

– as explained throughout this report- goes beyond the traditional leisure tourism 

definition, thus as more locals migrate to the U.S. mainland, one should expect greater 

exchanges with the Diaspora. Given that almost half of recorded visitors are somewhat 

attached to a local contact, the downward trend in leisure activity could be 

compensated by visitors motivated by the disaster circumstances. As evidenced in the 

report, the quantity of visitors or their spending is important, but not determinant. A smaller 

number of visitors during the following months does not imply a reduction in the 

aggregate impact of visitors in the local economy. A smaller number of visitors but with 

deeper linkages with the local economy could imply a boost in the overall effect of 

visitors.  

The disaster evidenced that visitor-related infrastructure provided the backbone for 

overseas teams operating within the Island, and also facilitated their relief efforts. The use 

of hotels, local properties on home-sharing websites or even platforms like Uber, rentals, 

and other resources, all proved determinant in making Puerto Rico a more resilient 

destination.  

During the following years Puerto Rico will benefit from an increase in greater links with 

the Diaspora, and thus, a new set of visitor’s profiles. Nonetheless it is important that local 

institutions understand that a new conception of the visitor experience will be required 

given that new infrastructure developments are needed to reconstruct the Island and 

that mechanisms that provide spillover effects with diaspora will need to be put in place.  

                                                 
5 Based on an impulse-response function, the Island’s visitors recuperated 5 months after Hurricane Georges in 1998. 
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Introduction 

The Foundation for Puerto Rico and Estudios Técnicos, Inc. have partnered to integrate 

the concept of the Visitor Economy (VE) into a broader economic development strategy 

framework. This project seeks to identify the supportive elements required for a robust VE 

under the Island’s current economic conditions, while positing empirical insights on how 

the VE interacts with the local economy. Thus, rather than equating VE to tourism, this 

report provides the basis for a broader VE. This translates to greater emphasis on its 

interrelation with the domestic economy and its capacity to become a strong economic 

development tool.  

The proposed approach seeks to broaden the multiplier and economic impact analysis 

typically associated with the VE. Although the VE is a broad concept by nature, 

measurements tend to focus on the traditional impacts of the tourism industry when 

determining its economic footprint. Rather than following traditional approaches to 

tourism, visitors or other forms of exogenously determined economic activity, the analyses 

incorporates the traditionally leisure-oriented concept into a wider economic 

development strategy. 

To comprehend why a broader approach is needed, it is important to understand a key 

concept within Puerto Rico’s particular economic context. This paper defines Puerto 

Rico’s economy as a small, open economy that is tightly integrated with the U.S. As a 

result, specific policy tools must be developed to manage the island’s openness under 

the context of a changing international and regional landscape. Defining Puerto Rico’s 

VE must transcend national macroeconomic rationales and focus on regional systems 

that are shaped by free flows of capital, technology, information and labor with a 

developed economy of which the regional economy is part6. Consequently, the VE is 

heavily influenced by the island’s capacity to understand the external context and relate 

it to internal objectives.  

                                                 
6  As evidenced by the 2012 PR Visitor Profile, almost 40% of all visitors stayed with family and friends, rather than private 

accommodation. This type of behavior is typical of regional economies. Additional parallels can be drawn with other 

areas of our economy which are closely intertwined with the US economy.  
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Visitor Economy – Local Economy Linkages (VE-LEL) 

Since the beginning of Puerto Rico’s export-oriented economic development, trade was 

understood as the Island’s main channel of integration. However, integration now takes 

place through many channels, each being an important aspect of the VE’s coupling with 

the local economy. These Visitor Economy – Local Economy Linkages (VE-LEL) are 

paramount towards inserting the VE as part of a core development strategy, and include: 

• Technology transfers 

• Mergers and consolidations 

• Collaborative arrangements for material and knowledge production 

• Supply chain networks 

• Offshoring 

• External investment by domestic firms 

• International division of labor within the same firm 

• Population movements 

The following diagram presents an adapted schematic from ODI (2006), in which tourist 

local linkages are complemented by additional visitor linkages. This provides an enlarged 

perception of the different VE-LELs and their interplay with the VE and the local economy. 
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FIGURE 1: THE STRUCTURE OF VE-LELS 

 

Creating a Visitor Economy Based Economic Development Strategy (VE-BEDS) requires 

careful harnessing of these VE-LELs for producing a sustainable, growing cluster of 

industries that drive further development and growth. In addition, it requires: 1) clear 

metrics that correspond to the robustness and economic size of said linkages, and 2) 

coherence and clear signaling among relevant stakeholders in the VE and the local 

economy to incentivize further VE-LELs in policy-relevant areas. The VE-BEDS needs to 

incorporate a broad array of supporting inputs beyond what would typically be required 

to sustain tourism. These can be summarized in terms of the infrastructures necessary for 

competitive management of the VE, as discussed below. 

Developing the Visitor Economy: Key Infrastructures 

A strong VE calls for changes in several types of infrastructure to achieve two primary 

objectives: 1) strengthening visitor-related initiatives, and 2) facilitating the linkages with 

other economic, social and cultural entities. “Infrastructure” in this sense is broader than 

just the physical inputs; it comprises the totality of resources by which the relevant 
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industries and policymakers produce growth and development in the economy. At a 

minimum, the types of infrastructure required for a successful VE-BEDS include: 

• Social 

• Physical 

• Institutional 

• Knowledge 

• Cultural  

• Environmental 

It is important to note that improving the infrastructures associated with the VE is bi-

directional with respect to the development of a robust internal environment for the local 

economy. Local economic development will spur further growth and expansion of the 

VE, and a strong, properly integrated VE will become a driver for the island’s local 

economy. Integration of both is perhaps the most important, rather than merely 

attempting to achieve segmented or specific growth objectives measured in the 

traditional manner.  

The experience of Puerto Rico is illustrative, as it increasingly inserted itself to the external 

environment, not through productive activities or by joining material and knowledge 

production networks, but rather through consumption. This has hindered the potential of 

the local economy to fully absorb all the benefits of its large number of visitors and 

created an isolated “dual system” that does not translate into more economic 

opportunities for the local economy. As mentioned above, a successful VE is the result of 

a carefully managed open economy. Countries such as Israel, Singapore, Denmark and 

Finland, all provide “best practices” in terms of managing economic openness and 

global insertion. 
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FIGURE 2 

 

To develop its VE, Puerto Rico must transform the single-purpose focus that has 

characterized current infrastructure planning into a holistic approach. This requires not 

only dealing with the various infrastructures mentioned above, but also planning towards 

more robust, measurable, and achievable VE-LELs in an integrated manner. For instance, 

cultural assets can be both an attraction for tourism as well as benefitting from it through 

additional resources assigned to their enhancement. This is something that European 

countries in which heritage tourism is important have recognized. Many other dimensions 

of the VE should also be considered, including systems that facilitate linkages between 

visitors and local society, creative class clusters, and other instruments that increase 

opportunities for visitors to insert themselves into Puerto Rico’s economy. Thus, non-

traditional instruments such as those associated with the sharing economy must be 

considered and potentially supported within this integrated infrastructure system. 

The vision in this report is that of an integrated system, in which VE-LELs are harnessed 

within regions of visitor activity (visitor clusters) and under which local and external 

linkages are measured and adequately regulated to maximize the impact of the VE 

upon the local economy. The following diagram articulates this vision in terms of flows: 

VE-LELs are represented as arrows stemming from the available key infrastructures in a 

visitor cluster to the local economy. 
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FIGURE 3: AN INTEGRATED VISION OF THE VISITOR ECONOMY 

 

Scope  

Puerto Rico’s VE lacks adequate measurement of its linkages with respect to other sectors 

in the economy. The available VE data is not consistent with comparable metrics used 

for the measurement of GNP and GDP, for example, and key metrics for VE-LELs are not 

gathered. This limits the scope of possible analyses and the inferential power obtained 

from available statistics. Therefore, the information presented in this report may not cover 

the totality of the impact that the VE has on the island’s economy.  

This report builds upon the traditional notion of the VE, but extends the impact analysis 

towards many other sectors in the economy besides those related to tourism. These 

include, among others: 

• Attracting external investment 

• Stimulating research and development 

• Increasing fiscal revenues 
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• Technology transfer and innovation 

• Other spillover effects 

The report analyzes the main concepts and available empirical evidence of Puerto 

Rico’s VE, and its linkages to the local economy. Using a variety of methodologies, an 

approximate economic footprint of the VE is developed, emphasizing the cross-industry 

and non-traditional impacts that visitors have. A variety of exploratory metrics with 

regards to VE-LEL will also be constructed. Finally, detailed recommendations to further 

improve management of the VE and harness its full potential are included. 
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Conceptual Framework of the 

Visitor Economy (VE) PART I: 
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Defining the Visitor Economy  

What is a Visitor?  

According to the 2008 revision of Recommendations on Tourism Statistics, “visitor” is 

defined as:  

 …a traveler taking a trip to a main destination outside his/her usual 

environment, for less than a year, for any main purpose (business, leisure 

or other personal purpose) other than to be employed by a resident 

entity in the country or place visited. (UN World Tourism Organization, 

2008, p. 7)7 

This modern-day definition encompasses different dimensions of forms, purposes, and 

types of visitors, consistent with a changing perception of the notion of “tourism” and 

“visiting”. It is the result of a long history of development that coincides with the expansion 

of the idea of visitors outside of traditional leisure tourism. 8  Previous definitions, for 

example, did not consider that a visitor can be employed by a local entity during his/her 

stay. 9 However, as with all the previous definitions dating back to 1963, the term “visitor” 

remains limited to anyone that stays less than 12 months in a location. This specific unit of 

time allows measurement of the direct contributions of visitors to the economy. The 

                                                 
7  United Nations Department for Economic and Social Information and Policy Analysis Statistical Division and World 

Tourism Organization, (2008). Recommendations on Tourism Statistics. Series M No. 83/Rev.1. [online] New York, pp.3-10. 

Available at: https://unstats.un.org/unsd/publication/Seriesm/SeriesM_83e.pdf [Accessed 21 Mar. 2017]. 

8  In 1994, the United Nations World Tourism Organization and the United Nations Department for Economic and Social 

Information and Policy Analysis Statistical Division updated the description in Recommendations on Tourism Statistics 

(UN World Tourism Organization, 1994). This document is particularly important to the history of the term “visitor” and 

tourism in general, as it compiles the first international guidelines for the recompilation of tourism statistics with definitions, 

classifications and indicators in mind (UN World Tourism Organization, 2008). The 1994 document also marks the first 

time that other forms of tourism such as business are explicitly acknowledged in the definition of “visitor”. 

The most recent (2008) definition has only minor changes with respect to the 1994 term, and constitutes the generally 

accepted notion of “visitor”. 

9  The first attempts at defining a tourist and/or a visitor both originated from Council of the League of Nations in 1937. In 

this initial approach, the council decided to implement the term “international tourist” to systematically distinguish 

tourism as an economic activity (UN World Tourism Organization, 1994). The International Union of Official Travel 

Organizations (IUOTO), the World Tourism Organization’s precursor, later amended the term to “international visitor” as 

an attempt to include those not strictly identifiable as tourists. The IUOTO later decided to individually identify the terms 

“visitor”, “tourist” and “excursionist”. In 1963, the United Nations Conference on International Travel and Tourism at 

Rome adopted the new definitions the IUOTO had developed (UN World Tourism Organization, 1994). The accepted 

definition of “visitor” included “tourist” and “excursionist” as subcategories rather than as independent definitions (UN 

Statistical Commission, 1968). The United Nations Statistical commission of 1968 decided to separate the concepts 

again, but maintained the descriptions proposed at Rome (UN Statistical Commission, 1968). 

 

 

https://unstats.un.org/unsd/publication/Seriesm/SeriesM_83e.pdf


A Visitor Economy Based Economic Development Strategy  
 

10 

 

analysis here builds upon this revised definition and, to the extent possible, expands upon 

it.10 

Definitions of the Visitor Economy 

Early attempts to produce a viable definition of VE concept lacked consensus, and were 

marred by the limited understanding of what a visitor (see above). Initially, the term was 

used as a synonym for the “tourism economy” (Reddy, 2007), that is, it did not distinguish 

between a visitor and a tourist in the development of its core concept (Reddy, 2006).11 12 

Certain scholars such as Law (2002) later began highlighting said distinction, as the usage 

of the term “visitor” meant that scholars and statisticians could include excursionists or 

“day trippers” in the calculations on the impact of tourism on a specific area or nation.13 

On January 26th, 2006, a joint event between the Culture Observatory Intelligence 

Network, the North West Universities Association, and the Northwest Regional 

Development Agency, created a more concrete and distinct definition of the VE. To 

differentiate the concept from tourism, the entities developed a simple, yet profound 

analogy: “the Visitor Economy refers to the coral reef, while tourism refers to a specific 

group of fish that visit the reef,” (Reddy, 2006)14. This analogy highlights the importance 

of the institutions and infrastructure that enables visitors, and places tourists as a subgroup 

of the variety of visitors that could be attracted to a particular region. The modern 

definition of the VE draws directly from the aspects embodied in the analogy. 

Definition 1: VisitBritain, Deloitte, and Oxford Economics et. al. 

The modern definition has its origins in The Economic Case for the Visitor Economy, a study 

commissioned to Deloitte and Oxford Economics by VisitBritain, the main tourism 

                                                 
10  Some data was developed with the older definition, and was not updated to encompass the totality of the new 

definition. This limitation must be kept in mind where noted. 

11  Ibid  

12  Reddy, P. (2006). Understanding the Visitor Economy. [online] Available at: http://culturehive.co.uk/wp-

content/uploads/2013/04/Understanding-the-Visitor-Economy.pdf [Accessed 13 Mar. 2017]. 

13  Law, C. (2002). Urban Tourism: The Visitor Economy and the Growth of Large Cities. 2nd ed. [ebook] London: Continuum. 

Available at: 

https://books.google.com.pr/books?id=UC0dZELg11AC&pg=PA1&source=gbs_toc_r&cad=4#v=onepage&q&f=false 

[Accessed 21 Mar. 2017]. 

14  Reddy, P. (2006). Understanding the Visitor Economy. [online] Available at: http://culturehive.co.uk/wp-

content/uploads/2013/04/Understanding-the-Visitor-Economy.pdf [Accessed 13 Mar. 2017]. 

http://culturehive.co.uk/wp-content/uploads/2013/04/Understanding-the-Visitor-Economy.pdf
http://culturehive.co.uk/wp-content/uploads/2013/04/Understanding-the-Visitor-Economy.pdf
https://books.google.com.pr/books?id=UC0dZELg11AC&pg=PA1&source=gbs_toc_r&cad=4%23v=onepage&q&f=false%20
http://culturehive.co.uk/wp-content/uploads/2013/04/Understanding-the-Visitor-Economy.pdf
http://culturehive.co.uk/wp-content/uploads/2013/04/Understanding-the-Visitor-Economy.pdf
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promotional body of Great Britain. This study contains a formal approach to 

understanding the visitor economy, built upon three factors: 

1) Standard tourism definitions – in their case, the definitions used in UK Tourism 

Satellite Accounts,  

2) Government expenditures in tourism; and  

3) Indirect effects of tourism upon the economy.  

Definition 2: World Travel and Tourism Council (WTTC) 

The World Travel and Tourism Council (WTTC) proposed an alternative definition of the VE 

based upon traditional multiplier analysis of visitor spending. For the WTTC, the VE consists 

of all direct, indirect, and induced economic impacts stemming from the interactions of 

a visitor with a determined location (World Travel & Tourism Council, 2017).15 These are: 

1) Direct Impacts – these are explicit visitor expenditures at a destination. They 

include expenses such as renting hotel rooms, eating at restaurants, and engaging 

in other types of touristic activities.  

2) Indirect Impacts – these are the expenses of governments and the tourism-related 

sectors in order to respond to visitor needs. They can include anything from 

renovating the airport infrastructure to employing information technology experts 

at a travel agency (World Travel & Tourism Organization, 2017)16.  

3) Induced Impacts – under this definition, these showcase the multiplier effect a 

particular visitor and his/her direct expenses have over the economy as a whole.   

Limitations of the Modern Definitions 

Limitation 1: It does not Include Intangible Assets and Qualitative Impacts 

Previous definitions concentrate upon tangible assets and visitor spending. As such, they 

underestimate the true impact of the VE and its corresponding VE-LEL. A key concept to 

understand this bias is that of the Beyond-Tourism Benefits (BTB), a term coined by Foley 

                                                 
15  World Travel & Tourism Council, (2017). The Economic Impact of Travel and Tourism. [online] Available at: 

https://www.wttc.org/-/media/files/reports/economic-impact-research/countries-2017/puertorico2017.pdf 

[Accessed 22 Mar. 2017]. 

16 I bid 

 

https://www.wttc.org/-/media/files/reports/economic-impact-research/countries-2017/puertorico2017.pdf
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et al. in a 2010 study of business meetings.17 Along with a series of other BTB studies, the 

researchers discovered that there was an underestimation of the true impacts of the 

meetings industry on the local economy due to their focus on spending. Particularly, 

many benefits of conferences lie beyond those that are strictly tangible and measurable 

through expenditures; for example, conferences allowed research students at the 

University of Technology in Sydney, Australia to share their findings and learn from those 

presenting within the conference. Such interactions and spillover effects produce new 

technologies that added millions to the Australian economy (Edwards, Foley and 

Schlenker, 2010).18Although this example appears to be conference-specific, it illustrates 

how intangible contributions of the VE can translate to tangible benefits for the economy.  

Due to effects such as BTB, a definition of VE considering only the tourism industry’s 

expenses fails to address intangibles such as those in the aforementioned example. 

Qualitative byproducts such as the improvement of rural and urban communities, 

employment opportunities for new, incipient, and underdeveloped sectors, incentives to 

preserve cultural assets and others, can have measurable, positive effects in the 

economy. Therefore, a more representative definition of the VE would incorporate both 

tangible and intangible economic impacts.   

Limitation 2: The Definitions are Restricted by Temporal and Situational Constraints 

As mentioned earlier, the traditional definition of visitors has both a temporal and a 

situational constraint. Specifically, a 1-year frame was imposed upon the definition for 

measurement and standardization purposes. However, an expanded view of what a 

visitor is should include all individuals “taking a trip to a main destination outside his/her 

usual environment (UN World Travel Organization, 2017)” for broader time spans.19 The 

definition also does not cover the degree to which an individual visitor may later become 

                                                 
17  Foley, C., Schlenker, K., Edwards, D. and Hayllar, B. (2010). A Scoping Study of Business Events: Beyond Tourism Benefits. 

[online] Sydney. Available at: https://opus.lib.uts.edu.au/bitstream/10453/16848/1/2010000010OK.pdf [Accessed 22 

Mar. 2017] 

18  Edwards, D., Foley, C. and Schlenker, K. (2010). Beyond Tourism Benefits: Measuring the social legacies of business 

events. [online] Sydney. Available at: https://www.businesseventssydney.com.au/media/1366/beyond-tourism-

benefits.pdf [Accessed 22 Mar. 2017]. 

19  United Nations Department for Economic and Social Information and Policy Analysis Statistical Division and World 

Tourism Organization, (2008). Recommendations on Tourism Statistics. Series M No. 83/Rev.1. [online] New York, pp.3-10. 

Available at: https://unstats.un.org/unsd/publication/Seriesm/SeriesM_83e.pdf [Accessed 21 Mar. 2017]. 

https://opus.lib.uts.edu.au/bitstream/10453/16848/1/2010000010OK.pdf
https://www.businesseventssydney.com.au/media/1366/beyond-tourism-benefits.pdf
https://www.businesseventssydney.com.au/media/1366/beyond-tourism-benefits.pdf
https://unstats.un.org/unsd/publication/Seriesm/SeriesM_83e.pdf
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a permanent resident of the destination, generating constant and lasting spillover effects 

on the economy. 

Puerto Rico has a direct example of the latter in Act 22 decree holders. These individuals 

and sometimes businesses, usually come to the island due to the tax incentives that are 

actively promoted by the government to attract individual investors. They are expected 

to remain in the island as residents for longer time spans. In addition, they bring external 

direct investment and human capital in specialized skill sets, such as programmers, 

financial advisors, and other technology related activities. These byproducts of having a 

strong, well-integrated VE are not included in the definitions, yet are a fundamental 

aspect of VE-LELs and core development strategies. 

Benefits of the Expanded Definition 

The original policy experiment leading to the modern definition of the VE took place in 

Britain, in the wake of the Great Recession of 2008. As the economy of the United 

Kingdom suffered and looked towards diversification as a possible solution, the British 

government decided to restructure its approach to tourism. Along with the garnered 

insights from The Economic Case for the Visitor Economy, the British government began 

to reassess the structure of the tourism industry in the country (Hristov, 2015)20. Regional 

tourism bodies in the United Kingdom were slowly substituted by local tourism 

organizations as a way to reduce costs. However, this effort also resulted in a more 

individual approach to tourism, guided by new insights, and coupled local communities 

and other sectors not typically associated with the VE (Hristov, 2015) 21 . These two 

elements – insight and integration – provided a foundation for the VE to flourish in Britain. 

The success of the VE bolstered its expansion and dominance as a core development 

strategy beyond a mere academic exercise. 

As in the case of Britain, developing Puerto Rico’s VE requires a set of insights and 

mechanisms for local integration. The special characteristics of Puerto Rico and its 

condition as a regional component of the US economy, however, add other dimensions 

to these requirements. Based on the condition as a regional economy, it is imperative to 

                                                 
20  Hristov, D. (2015). Tourism versus the Visitor Economy and the Shifting Landscape of Destination Management. 

TOURISMOS, 10(1), pp.219-234.  

21  Ibid 
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refocus the island’s development strategy. Having a broad perspective with respect to 

the VE, and the need to properly account for all types of tangible and intangible assets 

in the economy that enhance its competitiveness, should be the driving force for the 

reshaping of Puerto Rico’s economy. Rather than segmenting endogenous and 

exogenous factors, an expanded Visitor Economy allows us to view economic 

development as an integrated web of intangible and tangible economic impacts 

centered upon the visitor and the Island economy’s openness.  
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Infrastructures of the Visitor Economy  

This section classifies and evaluates the roles of the Key Infrastructures within the VE. 

According to Reddy (2006), infrastructure helps reinforce and shape a sense of place at 

a destination and makes the location an easy place to visit.22 Other authors suggest that 

an adequate infrastructure increases the efficiency of production in the VE and helps 

increase the supply of VE services (2016).23 Scholars generally agree that having the 

required infrastructure not only helps the productivity of the VE, but also determines the 

experience of a visitor at a destination. 

FIGURE 4 

 

 

In general, there are two types of infrastructure:  

1) Demand Drivers – these are the infrastructures of a particular destination that 

create and encourage visitation. These are often directly associated with 

extending the length of a visitor’s stay and increasing visitor spending. ‘ 

                                                 
22  Reddy, P. (2006). Understanding the Visitor Economy. [online] Available at: http://culturehive.co.uk/wp-

content/uploads/2013/04/Understanding-the-Visitor-Economy.pdf [Accessed 13 Mar. 2017]. 

23  Jovanović, S. and Ilić, I. (2016). Infrastructure as Important Determinant of Tourism Development in the Countries of 

Southeast Europe. Ecoforum, 5(1), pp.288-294. 

http://culturehive.co.uk/wp-content/uploads/2013/04/Understanding-the-Visitor-Economy.pdf
http://culturehive.co.uk/wp-content/uploads/2013/04/Understanding-the-Visitor-Economy.pdf
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2) Supporting Visitor Infrastructures – these infrastructures are those not directly 

related to the visitor experience, but that affect the visitor experience at a 

destination. Supporting Visitor Infrastructures are the most essential to a well-

functioning VE. In fact, without supporting visitor infrastructures, the VE would not 

function at all, regardless of the state of the demand drivers (Australia Travel and 

Tourism Forum, 2012).24  

These infrastructures do not exist in isolation; rather, they are part of an integrated system. 

Many tourism infrastructure components typically fall outside the tourism department 

within a government (Australia Travel and Tourism Forum, 2012),25 and several areas of 

tourism are directly associated with multiple key infrastructures (e.g. medical tourism and 

the sharing economy). More importantly, the approach necessary to successfully 

develop the Key Infrastructures must be holistic; every infrastructure must be conceived 

as part of an infrastructure system directed at both the VE and the local economy. 

Due to their importance, our analysis of infrastructures begins with describing three 

Supporting Visitor Infrastructures: Physical, Social, and Institutional. Although these have 

been commonly defined in multiple tourism infrastructure analyses (Jovanović and Ilić, 

2016),26 our expanded approach towards VE-BEDSs includes factors that lie outside what 

is considered the tourism industry. Afterwards, three Demand Driver infrastructures will be 

analyzed under the expanded concept of the VE: Environmental, Cultural, and 

Knowledge infrastructures. 

Supporting Visitor Infrastructures 

Physical Infrastructure  

The physical infrastructure in the VE usually comprises a specified range of structures, such 

as restaurants, motels, hotels, transportation, water and electricity (Jovanović and Ilić, 

                                                 
24  Australia Travel and Tourism Forum, (2012). Tourism Infrastructure Policy and Priorities. [online] Sydney. Available at: 

http://www.ttf.org.au/wp-content/uploads/2016/06/TTF-Tourism-Infrastructure-Priorities-2012.pdf [Accessed 2 Apr. 

2017]. 

25  Australia Travel and Tourism Forum, (2012). Tourism Infrastructure Policy and Priorities. [online] Sydney. Available at: 

http://www.ttf.org.au/wp-content/uploads/2016/06/TTF-Tourism-Infrastructure-Priorities-2012.pdf [Accessed 2 Apr. 

2017]. 

26  Jovanović, S. and Ilić, I. (2016). Infrastructure as Important Determinant of Tourism Development in the Countries of 

Southeast Europe. Ecoforum, 5(1), pp.288-294. 

 

http://www.ttf.org.au/wp-content/uploads/2016/06/TTF-Tourism-Infrastructure-Priorities-2012.pdf
http://www.ttf.org.au/wp-content/uploads/2016/06/TTF-Tourism-Infrastructure-Priorities-2012.pdf
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2016).27  However, the expanded vision of the VE requires a broader, more inclusive 

definition of physical infrastructure. In this context, physical infrastructure includes all the 

tangible, unmovable elements associated with the VE, from smaller details such as street 

signs to larger constructions such as hospitals, government centers, and communication 

networks (Raina, 2005, p.194).28   

According to Alegre, Cladera and Sard’s study on tourism in the Balearic Islands (2011), 

one of the motivational dimensions that increases the probability of a visitor being of a 

higher expenditure brackets is a visitor’s interest in the tourism facilities of a destination.29 

Besides increasing expected per capita expenditures, the physical infrastructure of the 

VE provides a host of additional benefits for the local economy: 

1) It helps generate the critical mass needed to support many tourism activities and 

local infrastructure.30 Without visitors, many of the restaurants, social activities, and 

transportation services locals can enjoy would not be able exist. This lowers the 

choices available for locals. (Deloitte, 2008).31 

2) It propels growth of physical infrastructures in rural areas. According to Deloitte 

(2008), “there is clear evidence of the disproportionate contribution of the Visitor 

Economy to rural and costal locals – empirically this is the case for direct tourism 

related activity, but anecdotal evidence suggests that the localized supply chain 

links are also likely to be stronger…”.  For example, because of an increase in the 

VE of a rural region, it is more likely to have additional transportation means to 

meet visitor demands in the area. Existing local infrastructure in rural regions would 

also more easily achieve critical mass, and even satisfy the needs of other locals 

who previously did not have access to these services.  

                                                 
27  Jovanović, S. and Ilić, I. (2016). Infrastructure as Important Determinant of Tourism Development in the Countries of 

Southeast Europe. Ecoforum, 5(1), pp.288-294. 

28  Raina, A. (2005). Ecology, wildlife and tourism development. 1st ed. New Delhi: Sarup & Sons, pp.191-232. 

29  Alegre, J., Cladera, M. and Sard, M. (2011). Analyzing the influence of tourist motivations on tourist expenditure at a 

sun-and-sand destination. Tourism Economics, 17(4), pp.813-832. 

30  Critical mass refers to the minimum number of individuals required for a business or infrastructure to become self-

sustaining or economically viable. 

31  Deloitte, (2008). The Economic Case for the Tourism Economy. London. [online] Available at: 

http://www.niassembly.gov.uk/globalassets/documents/finance-2011-2016/air-passenger-duty/written-

submissions/deloitte-the-economic-case-for-visitor-economy.pdf [Accessed 3 April 2017].  

 

http://www.niassembly.gov.uk/globalassets/documents/finance-2011-2016/air-passenger-duty/written-submissions/deloitte-the-economic-case-for-visitor-economy.pdf
http://www.niassembly.gov.uk/globalassets/documents/finance-2011-2016/air-passenger-duty/written-submissions/deloitte-the-economic-case-for-visitor-economy.pdf


A Visitor Economy Based Economic Development Strategy  
 

18 

 

3) It promotes growth in the construction and manufacturing sectors. To meet the 

construction and input demands of visitors, both the manufacturing and 

construction industries would need to develop stronger systems and grow (Deloitte, 

2008).32 This is especially important for Puerto Rico, given the importance of both 

of these industries in channeling investment and growth. 

Social Infrastructure 

The Australian Travel and Tourism Forum, defines social infrastructure as all the human 

services that attract tourists (2012). 33  This definition, however, does not account for 

human capital that can affect the VE from outside of the tourism sector – for example, 

the educational system required to develop quality human resources, the health care 

system, and other local public services offered to visitors (Jovanović and Ilić, 2016).34 The 

expanded definition of social infrastructure, consistent with the perspective of an 

expanded VE, includes all the human capital available at a location, plus the set of 

interactions between local stakeholders and visitors.  

The VE provides significant benefits to the human capital of a destination. Business 

conventions and other types of visitor forums provide opportunities for research and for 

university students to present their research (Foley et al., 2010)35. Additionally, the VE 

provides employment opportunities for underrepresented sectors and low-skilled workers. 

This contributes to reduced unemployment (Deloitte, 2008). The VE also encompasses 

concepts such as medical tourism, and helps specialists, doctors, and other medical 

service providers achieve critical mass for their ventures. Finally, visitors often carry 

significant amounts of human capital, and may choose to perform critical research at 

high-quality universities in a country, thus contributing to create intangible assets.  

                                                 
32  Ibid 

33  Australia Tourism and Transport Forum, (2015). Victorian Visitor Economy Review. [online] Available at: 

http://www.ttf.org.au/wp-content/uploads/2016/06/TTF-VIC-Visitor-Economy-Review-2015.pdf [Accessed 29 Mar. 

2017]. 

34   Jovanović, S. and Ilić, I. (2016). Infrastructure as Important Determinant of Tourism Development in the Countries of 

Southeast Europe. Ecoforum, 5(1), pp.288-294. 

35  Foley, C., Schlenker, K., Edwards, D. and Hayllar, B. (2010). A Scoping Study of Business Events: Beyond Tourism 

Benefits. [online] Sydney. Available at: https://opus.lib.uts.edu.au/bitstream/10453/16848/1/2010000010OK.pdf 

[Accessed 22 Mar. 2017]. 

 

http://www.ttf.org.au/wp-content/uploads/2016/06/TTF-VIC-Visitor-Economy-Review-2015.pdf
https://opus.lib.uts.edu.au/bitstream/10453/16848/1/2010000010OK.pdf
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Institutional Infrastructure  

Institutional infrastructure is commonly associated with the management of the law and 

order machinery, as well as all customs and immigration services (Raina, 2005).36 Another 

key factor in institutional infrastructure revolves around how they manage the VE. The 

expanded definition of the VE encompasses the skill set, the management capacity, and 

the speed at which institutional frameworks respond to challenges and developments at 

a local and international level. These factors are, however, much more difficult to assess, 

as they involve qualitative rather than quantitative aspects.  

The government also plays a vital role in signal coordination, by 1) ensuring that all agents 

(private and public) have access to all relevant information, 2) enabling strategies that 

foster dynamism in the economy, and 3) linking economic resources with potential 

opportunities, and 4) managing economic risks to increase confidence in the local 

economy. This is especially important in the context of a small, open economy, as a large 

number of external factors directly and continuously influence local dynamics. Efficient 

institutional infrastructure must also be examined in terms of its capacity to reshape and 

harness emerging opportunities. The speed at which agencies analyze the economic 

environment and establish a coherent policy direction considering new, unforeseen 

events is paramount to a successfully managed VE, as the recent experience with 

hurricanes Irma and María has clearly demonstrate. 

Demand Drivers 

Environmental Infrastructure 

Traditionally, environmental infrastructure is related to a location’s natural attractions and 

usually refers to the national parks, marine parks and reserves within the tourism industry 

(Jovanić and Ilić, 2016). 37  This definition limits environmental infrastructures to those 

pertinent to tourism and fails to consider their greater economic and social ramifications. 

For the expanded VE, environmental infrastructure encompasses all aspects of the 

                                                 
36  Raina, A. (2005). Ecology, wildlife and tourism development. 1st ed. New Delhi: Sarup & Sons, pp.191-232. 

37  Jovanović, S. and Ilić, I. (2016). Infrastructure as Important Determinant of Tourism Development in the Countries of 

Southeast Europe. Ecoforum, 5(1), pp.288-294. 
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environment, ranging from agricultural fields to the quality of the environment; visual, air 

and sound.    

The environmental infrastructure of a destination can significantly impact the VE.  A 

diversity of environmental infrastructures can provide a broader swath of possible 

economic and social activities amenable to all types of visitors, not just tourists.  

Furthermore, environmental infrastructures encourage access and enjoyment of the 

countryside through sustainable tourism. The environmental infrastructure for the VE also 

allows locals, especially in rural areas, to use their natural surroundings to create 

sustainable jobs, both in economic and environmentally friendly ways (Deloitte, 2008).38  

Cultural Infrastructure  

Cultural infrastructure is perhaps the infrastructure most commonly associated with 

tourism. It comprises fairs and festivals, as well as local dance, language and food 

(Jovanić and Ilić, 2016).39 These activities go beyond the symbolic and into the functional 

aspects of culture, and constitute an indelible, unique asset of every locality. As a result 

of a major study completed by Estudios Técnicos, Inc., the Puerto Rico Commission for 

Cultural Development (CODECU) suggested three broad areas for cultural infrastructure:  

1) the media, such as movies, press, radio, and television; 

2) design, for instance the fashion industry, interior design and architecture; and  

3) the arts, for example music, visual arts, theater and museums (CODECU, 2015).40  

Alegre, Cladera and Sards identified three visitor motivations that have a positive 

correlation with high visitor expenditures. Two out of the three motivational dimensions 

are directly related to a destination’s culture: visitors who are motivated by local and 

cultural environment, and visitors who travel for the fun and social life dimensions 

                                                 
38  Deloitte, (2008). The Economic Case for the Tourism Economy. London. [online] Available at: 

http://www.niassembly.gov.uk/globalassets/documents/finance-2011-2016/air-passenger-duty/written-

submissions/deloitte-the-economic-case-for-visitor-economy.pdf [Accessed 3 April 2017].  

39  Jovanović, S. and Ilić, I. (2016). Infrastructure as Important Determinant of Tourism Development in the Countries of 

Southeast Europe. Ecoforum, 5(1), pp.288-294. 

40  It’s important to highlight that CODECU is trying to define the creative economy and did not necessarily use the term 

cultural infrastructure. The definition chosen in this paper most closely resembles the ideas of the visitor economy and 

the cultural infrastructure. See Comisión para el Desarrollo Cultural (2015). Estudio sobre el ecosistema cultural de 

Puerto Rico. [online] San Juan. Available at: https://es.scribd.com/doc/267486776/CODECU-Estudio-sobre-el-

ecosistema-cultural [Accessed 11 May 2017]. 
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embedded in the locality (2011).41 Puerto Rico has a rich legacy of media, design, and 

art infrastructure, with many internationally renowned structures such as the three forts of 

San Felipe del Morro, San Cristóbal and San Juan de la Cruz (El Cañuelo) that were 

declared World Heritage sites in 1983 and attract visitors from around the globe (UNESCO, 

2016). 42 Act 27 of 2011, known as the “Puerto Rico Film Industry Economic Incentives Act”, 

provides significant incentives for movie productions, TV series and other forms of media 

infrastructure.  Several films such as Pirates of the Caribbean: On Stranger Tides and Fast 

Five, as well as TV series such as “White Collar” and “Royal Pains” have filmed scenes in 

Puerto Rico (Sotheby's International Realty, 2017).43 

It is easy to observe the great financial contribution of cultural infrastructure. For example, 

in Australia, 23.4 million visitors were engaged in some sort of cultural experience during 

their stay in 2010-11 (Australian Travel and Tourism Forum, 2012). Thanks to this high 

demand from visitors, many cultural infrastructures are able to grow and expand their 

offerings to locals and visitors alike (Deloitte, 2008).44 According to the Estudios Técnicos, 

Inc. CODECU study, cultural infrastructures in Puerto Rico were responsible for 

approximately $1.24 billion of Puerto Rico’s GDP in 2011. Over 1,000 cultural infrastructure 

businesses in Puerto Rico created some 10,360 jobs (CODECU, 2015).45  

Knowledge infrastructure 

Knowledge infrastructure traditionally encompasses all the infrastructures that allow 

people to create and distribute knowledge (University of Michigan School of Information, 

2012).46 For purposes of the Visitor Economy, the knowledge infrastructure will also include 

all the structures that allow for the transfer of knowledge and connectivity between 

                                                 
41  Alegre, J., Cladera, M. and Sard, M. (2011). Analysing the influence of tourist motivations on tourist expenditure at a 

sun-and-sand destination. Tourism Economics, 17(4), pp.813-832. 

42  UNESCO (2016). La Fortaleza and San Juan National Historic Site in Puerto Rico. [online] UNESCO - World Heritage Sites. 

Available at: http://whc.unesco.org/en/list/266 [Accessed 11 May 2017]. 

43  Sotheby's International Realty (2017). Act 27 - Film Industry Economic Incentives. [online] Puerto Rico Tax Incentives. 

Available at: http://puertoricotaxincentives.com/act-27-film-industry-economic-incentives/ [Accessed 11 May 2017]. 

44  Deloitte, (2008). The Economic Case for the Tourism Economy. London. [online] Available at: 

http://www.niassembly.gov.uk/globalassets/documents/finance-2011-2016/air-passenger-duty/written-

submissions/deloitte-the-economic-case-for-visitor-economy.pdf [Accessed 3 April 2017]. 

45  Comisión para el Desarrollo Cultural (2015). Estudio sobre el ecosistema cultural de Puerto Rico. [online] San Juan. 

Available at: https://es.scribd.com/doc/267486776/CODECU-Estudio-sobre-el-ecosistema-cultural [Accessed 11 May 

2017]. 

46  University of Michigan School of Information, (2012). Knowledge Infrastructures: Intellectual Frameworks and Research 

Challenges. [online] Michigan. Available at: 

http://pne.people.si.umich.edu/PDF/Edwards_etal_2013_Knowledge_Infrastructures.pdf [Accessed 3 Apr. 2017]. 
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visitors and locals. Of all infrastructures, knowledge infrastructure is perhaps the most 

important one in the long run, as it allows for the development of technology transfer and 

development on a sustainable basis. Innovations in many areas and new technologies 

are further engines of growth. A strong knowledge infrastructure can transform the 

economy from a reactive entity to a proactive one in the global stage, and produce 

long term sustainable growth. 

Puerto Rico has shown promise as a research center, in spite of its position as a net 

consumer of new technology. Several scientists and companies come to Puerto Rico to 

do research and develop new information on a vast array of subjects. From the Cayo 

Santiago island, the oldest research center in the world for wild primates (Kelto, 2015),47 

to multiple biopharmaceutical research and biotechnology companies 

(Pharmaceutical Research and Manufacturers of America, 2012),48 Puerto Rico has been 

home to a notable host of scientific research facilities. The island’s unique research and 

development opportunities have attracted American and international researcher 

visitors alike. This has brought federal and private funding to the island, ranging from NASA 

(McKie, 2017) 49  to Monsanto (Monsanto Caribe, 2017), 50  and employs a significant 

number of locals. For example, in 2012, the pharmaceutical industry generated $1.1 

billion in payroll and supported more than 18,000 direct employees with an average 

salary of $62,000 – more than twice the average wage in the island (Pharmaceutical 

Research and Manufacturers of America, 2012).51 As many as 68,000 indirect jobs are 

related to manufacturing production. Manufacturing in the Island is closely related to an 

                                                 
47  Kelto, A. (2015). Puerto Rico's Monkey Island Lures Scientists for Generations. [online] NPR.org. Available at: 

http://www.npr.org/2015/06/27/417790081/puerto-ricos-monkey-island-lures-scientists-for-generations [Accessed 1 

May 2017]. 

48  Pharmaceutical Research and Manufacturers of America (2012). Pharmaceutical Industry Profile in Puerto Rico. 

[online] Available at: 

http://www.piapr.org/clientuploads/Published%20News/PhRMA%20Handout_Puerto%20Rico_FINAL.pdf [Accessed 1 

May 2017]. 

49  McKie, R. (2017). Giant Arecibo telescope faces closure. [online] The Guardian. Available at: 

https://www.theguardian.com/science/2017/feb/05/arecibo-telescope-closure [Accessed 1 May 2017]. 

50  Monsanto Caribe, (2017). Who We Are. [online] Monsanto.pr. Available at: https://monsanto.pr/who-we-are/ 

[Accessed 3 Apr. 2017]. 

51  Pharmaceutical Research and Manufacturers of America (2012). Pharmaceutical Industry Profile in Puerto Rico. 

[online] Available at: 

http://www.piapr.org/clientuploads/Published%20News/PhRMA%20Handout_Puerto%20Rico_FINAL.pdf [Accessed 1 

May 2017]. 
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active VE and strengthening the latter will leverage increased manufacturing investment 

and growth.  

In addition to its direct effects, knowledge spillovers between visiting and local 

stakeholders are also important assets to the economy, and are facilitated by a strong 

knowledge infrastructure. Beyond-tourism-benefits (BTB) from VE events such as business 

conventions provide great opportunities to not only discover the latest research from 

visitors in a particular field, but also share local research with visitors from around the 

globe. The products and innovation developed with this shared research can add 

millions of dollars to the local economy (Foley et al., 2010).52 Business events, a type of 

knowledge infrastructure, are a $17 billion AUD industry in Australia. The average business 

events visitor spent $3,641 AUD per trip, $267 AUD more than a non-business events visitor 

(Edwards et al., 2014).53 

Although vital to both the VE and the local economy, the concept of knowledge 

infrastructure is still rather recent and under constant revision (University of Michigan 

School of Information, 2012).54 According to Deloitte, there are significant information 

barriers between visitors/consumers and local businesses. These barriers prohibit visitors 

from making fully informed decisions about their traveling experience (2008), 55  and 

prevent a visitor from understanding the full range of opportunities a destination has. At 

the worst, they might even prevent a visitor from traveling to a specific destination due 

to lack of relevant information. Knowledge infrastructure is basically impossible without 

strong indicators that allow one to detect not only known opportunities, but also 

emerging ones.  

 

                                                 
52  Foley, C., Schlenker, K., Edwards, D. and Hayllar, B. (2010). A Scoping Study of Business Events: Beyond Tourism Benefits. 

[online] Sydney. Available at: https://opus.lib.uts.edu.au/bitstream/10453/16848/1/2010000010OK.pdf [Accessed 22 

Mar. 2017]. 

53  Edwards, D., Foley, C., Hergesell, A. and Schlenker, K. (2014). Beyond Tourism Benefits: Building an International Profile. 

[online] Sydney. Available at: http://www.fccinitiative.org/FCCI_report_2014_Print.pdf [Accessed 3 Apr. 2017]. 

54  University of Michigan School of Information, (2012). Knowledge Infrastructures: Intellectual Frameworks and Research 

Challenges. [online] Michigan. Available at: 

http://pne.people.si.umich.edu/PDF/Edwards_etal_2013_Knowledge_Infrastructures.pdf [Accessed 3 Apr. 2017]. 

55  Deloitte, (2008). The Economic Case for the Tourism Economy. London. [online] Available at: 

http://www.niassembly.gov.uk/globalassets/documents/finance-2011-2016/air-passenger-duty/written-

submissions/deloitte-the-economic-case-for-visitor-economy.pdf [Accessed 3 April 2017]. 
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Case Studies and Benchmarks 

Having established a theoretical framework upon which to examine the visitor economy 

from a broader standpoint of linkages and interactions with the local economy, we now 

turn to comparative analysis of the historical experience in other jurisdictions that have 

implemented VE-BEDS. The six (6) case studies presented in this section highlight a range 

of VE-BEDS across four (4) different countries. Rather than focus on the countries as a 

whole, these case studies will focus on particular provinces, states, regions and cities 

within the United Kingdom, Australia, Canada and New Zealand. Sub-areas were chosen 

as case studies so that they would more closely resemble Puerto Rico in both scope and 

capacity to implement a VE-BEDS.   

Limitations and Differences with Respect to Puerto Rico 

Some limitations must be considered when comparing these initial six case studies to the 

island. First, each of the four countries have their own national VE policy objectives and 

VE-BEDS, which provide funding, resources, and integration to each of the state, 

provincial, regional and city visitor economy organizations.56 Although most bodies have 

tried to increment their private sector funding, the majority of the VE organizations 

detailed bellow depend upon government funding and can only attribute a certain 

percentage of their funding to private donations.  

Case #1: Greater Manchester  

Marketing Manchester, the organization responsible for the Visitor Economy in the 

Greater Manchester area, originated from a complex approach to regional 

development. In October 2010, the United Kingdom replaced regional development 

agencies with Local Enterprise Partnerships. These Local Enterprise Partnerships (LEP’s) are 

partnerships between local authorities and businesses within economic areas of the 

                                                 
56  The United Kingdom has established a non-departmental public body called VisitBritain to be the main driver of the 

British Visitor Economy. Visit Britain has published a document called Delivering a Golden Legacy, amongst other studies, 

to highlight the national agenda and goals that support the Visitor Economy (VisitBritain, 2013). Tourism Australia has 

developed Tourism 2020 as a national policy to direct state governments towards using VEBEDSs as a tool to increase 

economic growth within their states (World Travel & Tourism Council, 2015). Destination Canada has established a 

national Visitor Economy strategy called 20-20-20, aiming for 20 million visitors with $20 billion in visitor spending by 2020 

(Destination Canada, 2015). Finally, Tourism New Zealand developed a three-year Visitor Economy framework in 2014 

that still serves to guide cities and regions (Auckland Tourism, Events and Economic Development, 2014). 
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United Kingdom that decide the infrastructure priorities of these economic regions 

(Department for Business Innovation & Skills et al., 2015)57. The Greater Manchester LEP is 

the partnership that includes the whole of the Greater Manchester city-region: Bolton, 

Bury, Manchester, Oldham, Rochdale, Salford, Stockport, Tameside, Trafford, and Wigan.  

In order to address the economic needs of the Manchester city region, the Greater 

Manchester LEP united forces with the Greater Manchester Combined Authority to 

create the Manchester Growth Company (The Manchester Growth Company, 2017).58 

As part of a regional economic growth strategy, the Manchester Growth Company then 

created Marketing Manchester to promote the city and its surrounding regions. Although 

the name implies that they are only responsible for marketing the region, Marketing 

Manchester is the driving force for implementing VE-BEDSs in the Greater Manchester 

region.  

Marketing Manchester has created two distinct VE-BEDSs. The first ran from 2008 to 2013. 

Although it attempted to cover multiple areas of the VE ranging from marketing to 

development, the first VE-BEDS concentrated on creating the infrastructure development 

needed for the VE in the region (Marketing Manchester, 2014).59 This particular strategy 

required the creation of annual Destination Management Plans (DMP’s) written by 

Marketing Manchester’s annual Manchester Visitor Economy Forum. The forum meets bi-

monthly and is composed of various representatives from multiple Visitor Economy 

stakeholders (Marketing Manchester, 2012).60  

The second VE-BEDS, named The Greater Manchester Strategy (currently underway) 

goes beyond infrastructure and focuses on attracting global tourism and developing 

domestic tourism. The strategy reduced the amount of DMPs to one every three years, in 

                                                 
57  Department for Business Innovation & Skills, Department for Communities and Local Government, and Homes & 

Communities Agency, (2015). Local Enterprise Partnerships (LEPs) and enterprise zones. [online] Gov.uk. Available at: 

https://www.gov.uk/government/publications/2010-to-2015-government-policy-local-enterprise-partnerships-leps-

and-enterprise-zones/2010-to-2015-government-policy-local-enterprise-partnerships-leps-and-enterprise-zones 

[Accessed 28 Mar. 2017]. 

58  The Manchester Growth Company, (2017). MGC - About Us. [online] Manchestergrowth.co.uk. Available at: 

http://www.manchestergrowth.co.uk/about-us/about-us/ [Accessed 28 Mar. 2017]. 

59  Marketing Manchester, (2014). The Greater Manchester Strategy for the Visitor Economy 2014-2017. Manchester.  

60  Marketing Manchester, (2012). Greater Manchester Destination Management Plan: The Visitor Economy Action Plan 

2012-13. [online] Manchester. Available at: 

https://www.visitengland.com/sites/default/files/downloads/destination_management_plan_v3_0.pdf [Accessed 24 

Mar. 2017]. 
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order to create longer-term action plans to develop the ‘beyond-infrastructure’ concept. 

Rather than achieving a specific numeric goal, The Greater Manchester Strategy adopts 

the Greater Manchester LEP’s goal of having sustainable economic growth based on a 

connected and participatory city region (Marketing Manchester, 2014).61 

Marketing Manchester developed some specific approaches to accomplish sustainable 

economic growth. First, Marketing Manchester sponsored the creation of Visit 

Manchester, a Destination Management Organization (DMO) with over 380 members 

from both public and private sectors. This organization has a membership that helps 

support approximately 60% of Visit Manchester’s funding. Marketing Manchester works 

alongside Visit Manchester in a variety of projects within the VE, ranging from tourism 

development to data collection (Marketing Manchester, 2016).62 Furthermore, Marketing 

Manchester has begun to position Manchester as the “gateway city to the north of 

England,” (Marketing Manchester, 2014). 63  This involved 1) the improvement of the 

physical gateway to the north through the creation of new hotels and improved visitor 

experience at the Manchester Airport, and 2) fostering the creation of an intellectual 

gateway to work with partners across the north to grow the VE.  

This VE-BEDS has been successful for the Greater Manchester region. For example, from 

2013 to 2014, the Greater Manchester’s VE grew from £7.0 billion to £7.5 billion. More 

importantly, the number of Full-Time Equivalent (FTE’s) jobs related to the VE increased 

from 88,915 to 91,963 jobs (Marketing Manchester, 2016).64  

Case #2: The Peak District & Derbyshire 

The Peak District and Derbyshire region in the United Kingdom has a similar approach to 

that of the Greater Manchester region. Unlike the Manchester region, however, the Visit 

Peak District and Derbyshire DMO was established in 2005 under East Midlands Tourism, 

the regional tourism body that at that time included the Peak District and Derbyshire. East 

                                                 
61  Marketing Manchester, (2014). The Greater Manchester Strategy for the Visitor Economy 2014-2017. Manchester.  

62  Marketing Manchester, (2016). Manchester City Council Report for Resolution. Manchester.  

63  Marketing Manchester, (2014). The Greater Manchester Strategy for the Visitor Economy 2014-2017. Manchester.  

64  Marketing Manchester, (2016). Tourism - Its Value to the Local Economy. [online] Manchester. Available at: 

https://cityco.com/cms/wp-content/uploads/2017/02/Visit-Manchester-1-Stop-Intelligence-Factsheet.pdf [Accessed 

28 Mar. 2017]. 

 

https://cityco.com/cms/wp-content/uploads/2017/02/Visit-Manchester-1-Stop-Intelligence-Factsheet.pdf


A Visitor Economy Based Economic Development Strategy  
 

29 

 

Midlands Tourism allowed the Visit Peak District and Derbyshire DMO to establish its own 

DMPs to develop the regional VE (Ashworth, 2014).65  

With the advent of LEPs, however, the East Midlands Tourism was eliminated and 

replaced with the D2N2 LEP covering Derby, Derbyshire, Nottingham and 

Nottinghamshire. In its 2014 Strategic Economic Plan for Derby, Derbyshire, Nottingham 

and Nottinghamshire, this LEP highlighted the need for an improved VE and identified it 

as one of the eight strategic sectors critical towards achieving their goal of 55,000 new 

jobs by 2023 (The D2N2 Local Enterprise Partnership, 2014).66 In turn, the D2N2 LEP created 

a Visitor Economy Action plan in order to fully develop the VE in the entire region (The 

D2N2 Local Enterprise Partnership, 2014).67 Based on this action plan and D2N2’s vision, 

the Visit Peak District and Derbyshire DMO created their own VE-BEDs, The Peak District 

and Derbyshire Growth Strategy for the Visitor Economy, which detail the specific tactics 

that Peak District and Derbyshire plan to use to grow their VE. Besides the D2N2 LEP’s 

employment target numbers, the Visit Peak District and Derbyshire DMO created their 

own goal of achieving an annual growth of 5% to reach a total increase of £1.2 billion 

and 18,000 new jobs in their VE (Dilley, 2015).68 

To attain these goals, both the D2N2 LEP and Visit Peak District and Derbyshire DMO took 

complementary approaches. Perhaps the most notable of the DMO’s approaches was 

based on a Colliers Independent Study. The study suggested that, rather than focusing 

on building new VE infrastructure, improving existing attractions and cites could play a 

more significant part in the visitor offerings of an area (Dilley, 2015).69  Because of this 

approach, the DMO partnered with the High Peak Borough Council and the Derbyshire 

County Council to refurbish the Gregorian spa town of Buxton. The £35 million public-

private partnership project refurbished the Buxton Crescent hotel into a luxury five-star 

                                                 
65  Ashworth, M. (2014). Visit Peak District and Derbyshire Destination Management Organisation - Financial Contribution 

2014/15 (Jobs, Economy and Transport). [online] Derbyshire. Available at: https://www.derbyshire.gov.uk/images/2014-

08-05%20Visit%20Peak%20District_tcm44-249369.pdf [Accessed 27 Mar. 2017]. 

66  The D2N2 Local Enterprise Partnership, (2014). Strategic Economic Plan. [online] Derbyshire. Available at: 

http://www.d2n2lep.org/write/Documents/D2N2_SEP_March_31st.pdf [Accessed 27 Mar. 2017]. 

67  The D2N2 Local Enterprise Partnership, (2014). Visitor Economy Skills Action Plan. [online] Derbyshire. Available at: 

http://www.d2n2lep.org/write/Documents/Skills/D2N2_Visitor_Economy_LR_1.10.14.pdf [Accessed 29 Mar. 2017]. 

68  Dilley, J. (2015). The Peak District and Derbyshire Growth Strategy for the Visitor Economy. [online] Available at: 

http://mediafiles.thedms.co.uk/Publication/DS/cms/pdf/Growth%20Plan%20draft%20v1.pdf [Accessed 27 Mar. 2017]. 

69  Ibid 
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hotel with a spa, a visitor center, some shops and a restaurant (Local Government 

Association, 2013).70 

The D2N2 LEP decided to focus on particular niche markets that the entire Derby, 

Derbyshire, Nottingham and Nottinghamshire area can supply, such as cycling (a 

renowned activity in the region). In order to promote further cycling in the region, the 

D2N2 LEP secured a stop from both the Men’s and the Women’s Tour of Britain. In order 

to support the arts and bolster the VE, the D2N2 reinstated the 18th century concept of 

the Grand Tour, a cultural and education experience that takes visitors through modern 

day and historical exhibitions in the area (The D2N2 Local Enterprise Partnership, 2016).71  

This VE-BEDS triumphed in the Peak District and Derbyshire region. As of 2014, Derbyshire 

has a Visitor Economy worth over £1.7 billion per year and employs about 27,000 people 

(Ashworth, 2014).72 

Case #3: Queensland  

Although Queensland, Australia has had a tourism portfolio under a member of cabinet 

for many years (Australia Travel and Tourism Forum, 2015),73 they have recently changed 

their approach from general tourism strategies to a focus on the VE. In 2012, Queensland 

created Destination Q, a partnership between the government and the tourism industry 

(The State of Queensland, 2017).74 The Queensland Tourism Industry Council, the local 

tourism industry association, provides specific inputs to shape Destination Q’s policies (The 

State of Queensland, 2017). 75  Besides the private-public partnership, Destination Q 

                                                 
70  Local Government Association, (2013). The Visitor Economy: A Potential Powerhouse of Local Growth. London. 

71  The D2N2 Local Enterprise Partnership, (2016). Visitor Economy. [online] D2n2lep.org. Available at: 

http://www.d2n2lep.org/key-sectors/visitor-economy [Accessed 27 Mar. 2017]. 

72  Ashworth, M. (2014). Visit Peak District and Derbyshire Destination Management Organization - Financial Contribution 

2014/15 (Jobs, Economy and Transport). [online] Derbyshire. Available at: 

https://www.derbyshire.gov.uk/images/2014-08-05%20Visit%20Peak%20District_tcm44-249369.pdf [Accessed 27 Mar. 

2017]. 

73  Australia Tourism and Transport Forum, (2015). Victorian Visitor Economy Review. [online] Available at: 

http://www.ttf.org.au/wp-content/uploads/2016/06/TTF-VIC-Visitor-Economy-Review-2015.pdf [Accessed 29 Mar. 

2017]. 

74  The State of Queensland, (2017). What is Destination Q. [online] Destination Q. Available at: 

https://www.destq.com.au/about [Accessed 29 Mar. 2017] 

75  The State of Queensland, (2017). Destination Q Forum. [online] Destination Q. Available at: 

https://www.destq.com.au/industry/annual-forums [Accessed 29 Mar. 2017]. 
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counts with 13 regional tourist boards, each compiling their own statistics and 

implementing Destination Q policies.  

Destination Q’s original VE-BEDS had a two-tiered tactic. The Destination Success plan 

published in 2014 established a 20-year plan to increase visitor spending to $30 billion AUD 

by 2020 (Destination Q and the State of Queensland, 2014).76 While this 20 year scheme 

served as an ideological driver for the VE, the Destination Q forums’ yearly action plans 

provided the concrete actions needed to develop the Visitor Economy in the short term 

(Destination Q et al., 2012). 77  In 2016, however, Destination Q and the Queensland 

government changed their VE-BEDS and the general approach to economic 

development. The Queensland government created Advance Queensland, an initiative 

combining multiple programs to develop “the knowledge-based jobs of the future” (The 

State of Queensland, 2017).78 Within this context, the Department of Tourism, Major Events, 

Small Business and the Commonwealth Games created a three-year action plan called 

Advancing Tourism 2016–20: Growing Queensland Jobs. While it still keeps the $30 billion 

AUD by 2020 goal, this new action plan aims to use the funds and strategic framework of 

the Advance Queensland initiative and the push for knowledge-based jobs to advance 

the VE.  

A particularly effective approach Destination Q has adopted is the Destination Q forum. 

This yearly forum attracts representatives from the industry, government, regional 

organizations, and education institutions (Queensland Government, 2017). 79  More 

importantly, however, the representatives discuss the key issues the VE faces and agree 

on the priorities and strategies all representatives must adopt in order to ameliorate these 

                                                 
76  Destination Q, and the State of Queensland, (2014). Destination Success: The 20-year plan for Queensland tourism. 

[online] Available at: https://www.destq.com.au/__data/assets/pdf_file/0009/116748/20-yr-plan.pdf [Accessed 29 

Mar. 2017]. 

77  Destination Q, the State of Queensland, and Queensland Tourism Industry Council, (2012). Partnership Agreement 

between the Queensland Government and the Queensland Tourism Industry Council. [online] Available at: 

https://www.destq.com.au/__data/assets/pdf_file/0005/38957/qg-qtic-partnership-agreement-2012.pdf [Accessed 

29 Mar. 2017]. 

78  The State of Queensland, (2017). Why Advance Queensland. [online] Advance Queensland. Available at: 

http://advance.qld.gov.au/our-vision.aspx [Accessed 29 Mar. 2017]. 

79  Queensland Government, (2017). Tourism and Major Events - Department of Tourism, Major Events, Small Business and 

the Commonwealth Games. [online] Dtesb.qld.gov.au. Available at: https://www.dtesb.qld.gov.au/tourism 

[Accessed 29 Mar. 2017]. 
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issues. This forum also serves as a space to disseminate and implement the yearly/three-

year action plans across the industry’s private sector (The State of Queensland, 2017). 80 

Queensland has seen a great increase in its VE over the last few years; it currently 

represents 7.5% of the gross state product. Furthermore, in 2016, international visitor 

expenditure increased by 10.6% and domestic visitor expenditure in Queensland 

increased by 7% (Department of Tourism, Major Events, Small Business and the 

Commonwealth Games, 2016).81   

Case #4: New South Wales  

In 2011, the New South Wales government commissioned the Visitor Economy Task Force 

to create an Action Plan for the VE in the state. Along with a list of thirty-eight 

recommendations and over one hundred and thirty-five actions, this plan recommended 

the use of Destination NSW to manage the VE in New South Wales. The task force’s report 

provided a clear outline to achieve the New South Wales government’s goal of doubling 

visitor expenditure by 2020 (Balding et al., 2012).82 

In response to the report, the New South Wales government adopted the Visitor Economy 

Industry Action Plan, or VEIAP. This action plan uses a “whole of government” approach 

to the VE. With topics such as regional development, trade and international students, 

this approach truly cements the idea that every part of the government is necessary to 

create a prosperous visitor economy. The VEIAP is an eight-year action plan that needs 

to be implemented in stages. To monitor the execution of the VEIAP, the government 

followed the Task Force’s advice and used the recently-created Destination NSW for the 

VE-BEDS (Department of Trade and Investment, Regional Infrastructure and Services, 

                                                 
80  The State of Queensland, (2017). What is Destination Q. [online] Destination Q. Available at: 

https://www.destq.com.au/about [Accessed 29 Mar. 2017] 

 

81  Department of Tourism, Major Events, Small Business and the Commonwealth Games, (2016). 2016 State of the 

Industry. [online] Available at: https://publications.qld.gov.au/dataset/8b945f77-32b7-4406-9a9b-

022463817a90/resource/a434f571-c798-4c27-a894-ff456405f5a3/download/6136tourismsotiwebv1.pdf [Accessed 29 

Mar. 2017].  

82  Balding, R., Baird, B., King, J. and Chipchase, S. (2012). Final Report of the Visitor Economy Task Force. [online] Sydney. 

Available at: https://www.industry.nsw.gov.au/__data/assets/pdf_file/0008/53684/VET_finalreport_20120810.pdf 

[Accessed 23 Mar. 2017]. 
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2012).83  Destination NSW is a New South Wales government agency registered as a 

corporation. Although it operates at an arm’s length of the government, the board is 

appointed by the minister and all decisions are subject to the minister’s discretion 

(Destination NSW Act 2011).84 Destination NSW works with 6 regional distribution networks 

and Business Events Sydney in order to implement VE-BEDSs through all the different 

regions and economic sectors of New South Wales. 

Although there are many recommendations and multiple approaches within and 

beyond the VEIAP, some examples are particularly worth highlighting. First, the VEIAP 

recommended the creation of Study NSW, a dedicated unit within the Department of 

Premier & Cabinet to enhance the competitiveness of international studies at New South 

Wales (New South Wales Department of Industry, 2017).85 Furthermore, the VEIAP is known 

for its combined VE and transport strategy. This strategy stipulated that the needs of 

visitors are at the core of transportation infrastructure development. All of the 

transportation structures built after VEIAP create a welcoming environment for visitors 

(Australia Tourism and Transport Forum, 2015).86 On a more recent note, Destination NSW 

replaced the traditional Regional Tourism Organizations (RTO) format with a new 

Regional Destination Network (RDN) approach. Although funding and communication 

issues were other causes for the change in formation, the main reason to create the 

RDN’s was ultimately to have the regions reflect the visitor’s approach to the experience 

as opposed to bureaucratic boundaries (Destination NSW, 2016).87  

New South Wales has benefited greatly from the VIEAP approach to VE Development. 

As of 2016, 85% of the recommendations and actions of the VEIAP have been 

implemented. Since the formation of Destination NSW in 2011, overnight visitor numbers 

                                                 
83  Department of Trade and Investment, Regional Infrastructure and Services, (2012). Visitor Economy Industry Action 

Plan. [online] Available at: http://www.industry.nsw.gov.au/__data/assets/pdf_file/0007/53683/121218_VE-IAP-Full-

version_FINALv2.pdf [Accessed 24 Mar. 2017]. 

84  Destination NSW Act 2011, No 21. Sydney: New South Wales Government  

85  New South Wales Department of Industry, (2017). Study NSW. [online] NSW Department of Industry. Available at: 

http://www.industry.nsw.gov.au/invest-in-nsw/industry-opportunities/education/studynsw [Accessed 24 Mar. 2017]. 

86  Australia Tourism and Transport Forum, (2015). Victorian Visitor Economy Review. [online] Available at: 

http://www.ttf.org.au/wp-content/uploads/2016/06/TTF-VIC-Visitor-Economy-Review-2015.pdf [Accessed 29 Mar. 

2017]. 

87  Destination NSW, (2016). Destination Networks. [online] Available at: http://www.destinationnsw.com.au/wp-

content/uploads/2016/07/Regional-Destination-Networks.pdf [Accessed 24 Mar. 2017]. 
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have increased by 21.2% and overnight visitor expenditure has increased 31.7%. New 

South Wales has the most number of visitors of all the states in Australia and is number 

one in the nation with regards to conventions, visitor nights, and visitor expenditure 

(Destination NSW, 2016).88  

Case #5: Alberta  

Travel Alberta is the crown corporation in charge of establishing the VE in the province. 

A crown corporation is, according to the World Travel and Tourism Council, a “hybrid 

entity somewhere between a government body and a private enterprise that is wholly 

owned by the state, but operates at an arm’s length of the government,” (World Travel 

and Tourism Council, 2016).89 This crown corporation was created under the authority of 

the Travel Alberta Act within the Ministry of Alberta Culture and Tourism (Travel Alberta, 

2014).90  Although it works with some Destination Marketing Organizations (DmO’s) in 

Alberta, Travel Alberta absorbed all the Regional Destination Marketing associations in 

efforts to streamline the marketing process for the province (Travel Alberta, 2014).91  

Travel Alberta originated out of a government review of Alberta’s efficiency that 

highlighted the need for improved efficacy as well as transparency in marketing. The 

crown corporation model offers a solution that provides transparency and clarifies the 

roles and responsibilities within Alberta’s tourism marketing. After two years, Travel Alberta 

created a unified tourism brand thus fully incorporating all aspects of Alberta’s 

marketing.92 Although they had created the unified brand, Travel Alberta still had to 

tackle the larger tourism strategy and the VE. On October 2013, Travel Alberta along with 

the Minister of Alberta Tourism, Parks and Recreation established Alberta’s Tourism 

Framework in A Pathway to Growth – Alberta's Tourism Framework 2013-2020. This 

                                                 
88  Destination NSW, (2016). Annual Report 2015-2016. [online] Sydney. Available at: 

http://www.destinationnsw.com.au/wp-content/uploads/2011/10/Destination-NSW-Annual-Report-2015-2016.pdf 

[Accessed 24 Mar. 2017]. 

89  World Travel & Tourism Council, (2015). Governing National Tourism Policy. [online] Available at: 

https://www.wttc.org/-/media/files/reports/policy-research/governing-national-tourism-policy-final.pdf [Accessed 27 

Mar. 2017]. 

90  Travel Alberta, (2014). About Travel Alberta. [online] Industry.travelalberta.com. Available at: 

http://industry.travelalberta.com/about-us/about-travel-alberta [Accessed 28 Mar. 2017]. 

91Travel Alberta, (2014). History. [online] Industry.travelalberta.com. Available at: 

http://industry.travelalberta.com/about-us/history [Accessed 28 Mar. 2017]. 

92  Ibid 
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document launches a set of general priorities and guidelines to improve Alberta’s tourism 

industry. These priorities include creating public-private partnerships, as well as investing 

in the renewal and accessibility for Alberta’s multiple tourism destinations. This document 

also places a goal of a $10 billion CAD increase in the tourism economy by 2020 (Alberta 

Tourism, Parks and Recreation and Travel Alberta, 2013).93  

To meet this $10 billion CAD total growth, Travel Alberta has generated Team Alberta’s 

Business Plan 2016-2018. This Business plan anchors most of its goals on developing better 

marketing for Alberta. More specifically, Travel Alberta wishes to target markets that 

possess the greatest potential growth, including domestic markets interested the Visitor 

Economy concept and its benefits for Alberta (Travel Alberta, 2016).94 Team Alberta’s 

Business Plan 2016-2018 also manages to incorporate local communities and businesses 

into the grand promotional scheme of Alberta. For example, they have developed the 

Cooperative Market Investment Program designed to help local businesses improve their 

marketing strategies. They have also implemented the Shift program that provides tools 

and case studies to community members in order to inspire locals to create their own 

small and medium enterprises (Travel Alberta, 2016).95  

Their marketing-focused approach to increasing the tourism economy and the VE has 

been positive. Travel Alberta has won over 45 awards for marketing and brand 

excellence. Alberta’s tourism economy increased from $7.4 billion CAD (Travel Alberta, 

2015)96 to $8.3 billion CAD (Travel Alberta, 2016)97 in one fiscal year. Furthermore, Travel 

                                                 
93  Alberta Tourism, Parks and Recreation and Travel Alberta, (2013). [online] Available at: 

http://www.tpr.alberta.ca/tourism/albertas-tourism-framework/pdf/TourismFramework-condensed.pdf [Accessed 28 

Mar. 2017]. 

94  Travel Alberta, (2016). Alberta's Visitor Economy. [online] Industry.travelalberta.com. Available at: 
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95  Travel Alberta, (2016). Team Alberta Business Plan 2016-2018. [online] Available at: 
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Alberta has helped raise the number of businesses to 19,000 and the number of jobs to 

27,000 (Travel Alberta, 2016).98  

Case #6: Auckland  

The city of Auckland, New Zealand uses a council-controlled organization called 

Auckland Tourism, Event and Economic Development (ATEED) to manage its VE. A 

Council-Controlled Organization is a registered company where the city council controls 

50% or more of the votes or has the right to appoint 50% of the company’s directors. 

Council-controlled organizations were meant to help deliver a significant source or 

activity on behalf of the Auckland city Council, yet operate at an arm’s length from the 

government (Auckland Council, 2017).99 Rather than having a particular organization 

responsible for the development of a VE-BEDS, ATEED is accountable for the region’s 

general economic well-being and is intended to enhance the region’s ability to 

compete internationally. When ATEED was established in 2010, the company absorbed 

eight pre-existing organizations including Tourism Auckland and acquired the 

responsibility to develop the city’s VE (Auckland Council, 2017).100 

Auckland developed its first VE-BEDS in 2011 (Auckland Tourism, Events and Economic 

Development, 2014)101. In 2014, however, ATEED elevated the VE into one of the six 

strategic priorities in its statement of intent for the period of 2014-2017 (Auckland Tourism, 

Events and Economic Development, 2014).102 The VE-BEDS was then updated to reflect 

the new priorities and to develop a stronger, more holistic approach to the VE (Auckland 

Tourism, Events and Economic Development, 2014).103 In the Auckland Visitor Plan of 2014, 

ATEED established two different aims. Like most of the other case studies presented, 

                                                 
98  Ibid 
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Auckland’s economic target was to expand the VE from $4.83 billion NZD in 2012 to $7.23 

billion NZD in 2021 with a 4.6% growth per year. Simultaneously, however, ATEED 

established a place goal that aimed for Auckland to become a location that promoted 

Auckland’s unique identity and history.  

In order to achieve these targets, ATEED established a “whole of organization” approach 

to the VE. Because ATEED’s domain expands beyond the traditional functions of a tourism 

organization, all its different teams can and must interact together to enact the VE-BEDS. 

For example, the tourism team must work with the education team to develop initiatives 

that will increase friend and family visitations (Auckland Tourism, Events and Economic 

Development, 2014).104 While a “whole of organization” approach in principle, ATEED 

mainly focuses on the demand side of the VE. From creating a business toolkit for 

Auckland to active destination marketing, ATEED focuses on proactive interventions that 

improve Auckland’s position in the international market. With regards to the supply 

component in the VE-BEDS, ATEED decided to play the role of a facilitator. For ATEED, the 

supply side should be improved through collaboration with the private sector and other 

public institutions in Auckland (Auckland Tourism, Events and Economic Development, 

2014).105  

This particular strategy has been beneficial for Auckland’s VE. Thirty-six major events 

organized by ATEED injected over $43.7 million NZD into Auckland’s economy and 

produced over 283,000 visitor nights. Furthermore, in January 2016 they were able to get 

a record 715,000 visitor nights, a 3.8% increase from the previous year. Due to their success 

with their supply-focused VE-BEDS, ATEED is now moving towards infrastructure 

development plans as the demand for VE facilities continues to increase (Auckland 

Tourism, Events and Economic Development, 2016).106 
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Lessons and Best Practices  

Experience in other jurisdictions can also provide lessons in implementing a VE-BEDS in 

Puerto Rico, particularly at the regional and local levels. The following is a collection of 

six best practices in implementation of tourism-related measures and development plans, 

gathered from cities, countries, and states all around the world. While not strictly related 

to the implementation of a VE-BEDS in their jurisdictions, they are unique approaches that 

Puerto Rico can use to implement certain portions of its VE-BEDS within the island. 

Lesson #1: North Territory’s Cruise Ship Industry 

The North Territory in Australia decided to focus its tourism efforts around the cruise ship 

industry. Through their Cruise Sector and Activation Plan 2015-2020, Tourism NT is trying to 

use the cruise industry to maximize the benefits for all Territorians (Australia Tourism and 

Transport Forum, 2015).107 This strategy has three foci: cruise ship attraction, infrastructure 

and facilities, and experience development. Cruise ship attraction includes marketing 

the North Territory as the gateway to Australia and Southeast Asia plus promoting regional 

North Territory attractions to serve as hooks for cruise ships. Infrastructure and facilities 

focuses on making sure the port is able to receive and properly support the maximum 

amount of cruise ships. Experience development targets shore excursions and increasing 

the amount of tourism activities on land. To monitor this action plan, the Cruise Sector 

Reference group, a combination of industry and government representatives, meets 

regularly to work through challenges and identify new opportunities within the cruise 

market (Tourism NT, 2015).108  

Lesson #2: Sydney’s Night-time Economy 

In Sydney’s OPEN Sydney: Strategy and Action Plan 2013-2030, Sydney’s city council aims 

to improve the night-time economy for its residents and visitors. Their goal is to have 40% 

of the visitors at night to be over 40 and to have 40% of the businesses open be shops. In 

order to achieve this diversification in their late-night economy, the council began the 

process of deregulating the retail sector in order to allow stores to stay open at later hours. 
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Furthermore, they plan to create a 24-hour library and allow national museums and 

galleries to stay open later as well. This expansion of the nighttime economy allows for 

Sydney to improve its late-night market beyond traditional drinking options and thus 

appeal to a broader range of visitors. Furthermore, it helps increase revenues in the retail 

sector by allowing stores to stay open later and increasing the potential audience stores 

can attract (City of Sydney, 2016).109 

Lesson #3: Antigua’s Dentistry Tourism    

According to Sea, Sun, Sand and…Surgery, medical tourism is one of the newest forms of 

niche tourism. The Caribbean, however, has found it difficult to insert itself into this type 

of tourism, as it seems unable to compete with the prices for medical care in Latin 

America. However, Antigua has counteracted the inability to compete in pricing through 

specialization in the dentistry industry. Although it may seem visitors would be hesitant to 

receive medical treatments from foreign doctors, many of these doctors have 

credentials from the United States and other developed nations (Connell, 2006).110 For 

example, Antigua Dentistry has a whole section of their website dedicated towards 

dental tourism. This section invites visitors to travel to Antigua to receive lower cost dental 

care by top-notch professionals while enjoying a nice vacation. By accepting all types 

of insurance plus most types of credit cards, Antigua Dentistry has developed a loyal 

customer base from places such as the United States, Europe, and Canada (Dr. Jammula 

& Associates, 2016).111 

Lesson #4: Argentina’s Cuisine Economy 

Argentina just recently launched a new program CocinAR that focuses on attracting 

tourists based on Argentina’s diversity of food. Although there have been multiple 

approaches to incorporating food into tourism marketing, CocinAR’s priority is to develop 

local communities through food. The ministry of tourism has sponsored over 24 different 
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forums to help each region establish its own cuisine based on local customs. Through this 

project, the ministry of tourism aims to revitalize all the direct and indirect businesses that 

are affected by an increase in food consumption: distributors, restaurants, chefs, and 

other professionals of the industry. They are currently developing a ten-year action plan 

that will help further implement CocinAR in Argentina (Ministerio de Turismo de la Nación, 

2017).112  

Lesson #5: Bournemouth’s Well-Being Tourism  

Well-being tourism is a relatively recent phenomenon within the tourism industry, targeted 

towards healthy individuals seeking to maintain and enhance their health. Besides the 

traditional elements of well-being tourism such as beauty therapy and spas, retreat 

centers, camping, eco-tourism, and art appreciation all fall under this well-being tourism. 

Well-being tourism also includes the health and balanced state of mind of the workers 

engaging with visitors. Bournemouth launched Destination Feelgood as a way to update 

their typical British coastal resort into a well-being hub. Well-being concepts such as the 

importance of staff training at all levels, health checks for all those that engage with 

visitors and sustainability practices were introduced at Idea Cafes. Although mostly a 

tourism initiative, Destination Feelgood resulted in the modernization of small to medium 

enterprises as well as the inclusion of non-traditional tourism sectors such as education 

and agriculture into the town’s business strategy (Page et al., 2017).113 

Lesson #6: Jamaica’s Farm-to-Hotel Agricultural Model  

In Jamaica, hotels were reluctant to source locally because there was great 

inconsistency in the quantity, quality, and supply of products. Farmers, on the other 

hand, faced many institutional difficulties to expand their production and sometimes 

simply did not know what the tourism sector required.  In 1996, Sandals group 

established a program to bridge this gap between the hotel and the agricultural 

industries. Initially Sandals provided seeds, supplies and equipment to farmers through 
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loans that were paid back once produce was sold. Once farmers were prepared to 

meet hotel demand, Sandals and other hotels in the island were able to inform 

farmers on the specific produce their hotels needed through the Rural Agriculture 

Development Authority. To make sure farmers and hotels are both benefiting from 

the arrangement, the Inter-American Institute for Cooperation on Agriculture still 

brokers the deals between the two parties. Upon completing a full analysis of the 

Sandals program in Jamaica, Ashley et al. remarked that “initiatives such as this have 

the potential to improve linkages with local economies and facilitate diversification 

away from mono-crop culture thus boosting rural economies…” (2007).114 
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Measuring the Impacts of the Visitor Economy 

The conceptual framework above describes the Visitor Economy (VE) broadly defined as 

a multilayered entity, stemming from the core concept of visitor activities and expanding 

towards indirect, induced, and intangible/structural impacts. The broader definition 

explained above provides the basis for measuring the Visitor Economy on several 

dimensions. That is, the impacts are not exclusively constrained to the typical spending 

figures, but rather, these include other intangible and structural impacts.  

A key concept to understand the impacts is the Visitor Economy – Local Economy 

Linkages (VE-LELs). These are the propagation mechanisms by which a specific visitor 

activity interacts with the economic system. Measuring the total impact of the VE is 

therefore inextricable from the measurement of VE-LELs, as they provide the empirical 

foundation to expect any sort of economic impact between each dimension. 

FIGURE 5: MEASUREMENT OF THE BROAD DEFINITION OF THE VISITOR ECONOMY 

 

The previous diagram succinctly elaborates the set of impacts by Estudios Técnicos, Inc. 

with regards to the measurable economic impacts of the VE. We begin with a Core 

Estimate of visitor activity, obtained from official sources; afterwards, we expand the 

impact through an Input-Output model to obtain indirect and induced impacts upon the 

Intangible & 
Structural 
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economy. Finally, a set of intangible and structural impacts is measured separately, as 

additional consequences of visitor activity. 

The traditional approach to measure Visitor Economy – Local Economy Linkages (VE-LELs) 

is to take Input-Output multipliers as approximations of the actual linkages, and develop 

the total VE footprint based upon these estimates. However, as seen previously, said 

multipliers often ignore important linkages between visitor activities and the economy, as 

their focus is solely upon visitor expenditures. On the other hand, scant and often 

incomplete/inconsistent data exist for VE-LELs the further one progresses towards the 

broader layers of the definition. In view of this limitation, the approach taken by Estudios 

Técnicos, Inc. was to develop several measurements of each area, according to the 

data available, in order to produce reasonable estimates. While this introduces limitations 

of its own (most notably, the potential lack of comparability across multiple estimates), 

we believe it produces a much broader and detailed insight of the VE – local economy 

interactions. 

Measuring Visitor Economy – Local Economy Linkages (VE-LELs) 

Core Estimates of Visitor Activity 

Two primary sources of information exist to measure visitor activity in Puerto Rico: The 

Economic Report to the Governor’s Statistical Appendix and the 2011-12 PR Visitor Survey. 

Each of these has its own advantages and limitations: 

TABLE 2 

 

Pros Cons Pros Cons

Developed in accordance with 

the PR Statistical Appendix

Low level of detail with respect to 

distribution of visitor expenditures

High level of detail in terms of 

demographic, social, economic, 

and other characteristics of 

visitor population

Inconsistent publishing schedule: 

While the Survey is performed 

bianually, its results are not 

published consistently.

Updated annually

Based upon several sets of 

estimates which have become 

outdated over time

Direct survey data from 

respondents -- does not depend 

upon outdated estimates

Complex survey design -- requires 

high technical knowledge and 

understanding of unbiased 

estimators, etc.

Long time series length - offers 

insight upon temporal 

developments

Does not measure demographic, 

structural and profile 

characteristics other than place of 

accommodation

Large amount of variables -- 

offers insight upon spending 

patterns, mobility, and 

economic characteristics of 

incoming visitors. 

The sample universe may not 

match the sampling universe used 

by the PR Statistical Appendix 

estimates.

PR Statistical Appendix 2011-12 PR Visitor Survey

Comparison of Measurements of Visitor Expenditures -- Statistical Appendix and Visitor Survey
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 Survey-Based Estimates 

For estimates using the Survey, the analysis was restricted to the following subgroup of the 

population: 

1) Individuals could not already be Puerto Rico residents; 

2) Individuals could not be in a layover flight; 

3) Individuals were not part of an ‘all-inclusive’ trip package; and 

4) Individuals had spent at least one night upon the island. 

Due to the high prevalence of all-inclusive packages in cruise ship passengers, the 

analysis was further restricted to airborne passengers. All-inclusive trips generally have all 

expenses paid to a foreign business, and therefore do not have significant expected 

impacts upon the domestic economy. 

The following table compares the total number of visitors and visitor spending in each 

source. These conform the core estimates of visitor activity, to be used as the starting 

point in the estimation of the VE’s impact. 

TABLE 3 

 

Estimates showed significant differences in per capita spending, as well as discrepancies 

with respect to the actual number of visitors. Some of these are due to differences with 

respect to the measured population. The sampling frame for the Planning Board estimate 

includes impacts of imports and plane/cruise ticket expenses, which do not reflect in the 

local economy, whereas the survey subpopulation used here does not apply these 

criteria. Visitor spending in the Planning Board estimate is not segregated across the 

diverse activities that visitors engage in while in the island; therefore, it cannot be profiled 

Source Number of Visitors
Total Visitor Spending ($ 

millions)

PR Planning Board (2017). 2016 Statistical Appendix [Table 19]. 1 3,069,100 $3,192.9

PR Statistics Institute (2017). 2011-12 Visitor Survey. 2 3 3,890,206 $4,921.5

Comparison of Core Estimates of Visitor Activity
Fiscal Year 2012

1 The number of tourists is compared, as the selected surv ey sub-population excluded excursionists. 2 Elev ated using an unbiased estimator for two-stage 

clustering. 3 The number of v isitors is not directly comparable between sources, as the actual sampling frame used in the study may differ from the one in the PR 

Planning Board's estimate.
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to see whether the results have been influenced downwards by specific population 

cohorts.  

As seen in Table 2, the 2011-12 Visitor Survey has a higher estimated number of visitors 

and spending, even after accounting for the smaller sampling frame. This is partly due to 

the weights used in producing the unbiased estimator; a small number of observations 

with a high representative weight could skew the estimates upward, and even outliers 

that fulfill the required sampling frame could be given a much higher weight. As these 

problems are largely inevitable when obtaining estimates from the sample, it was 

decided that the sample probably overestimates total visitor spending. 

Due to the limitations mentioned before, neither of the estimates offers a basis to 

determine Visit Expenditures (VEX) – accommodation and discretionary expenditures 

other than the trip cost. Therefore, a conservative estimate was constructed by a) 

adjusting the (lower) Planning Board estimate to domestic demand, using the PR Input-

Output domestic matrix’s final demand estimates, and b) applying the proportion of VEX 

in the Visitor Survey to the resulting value, which approximates the subpopulation used 

for the Survey estimates. These were afterwards subdivided into demand sectors using 

the Standard Industrial Classification (SIC), as presented in Table 3.  

Industrial sectors given in the table are imputations based upon the definition of each 

spending type in the Visitor Survey, and the sector descriptions included in the PR I-O 

Matrix. The precision by which each type of good was matched with the relevant industry 

was limited by the I-O Matrix’s precision; for example, the matrix does not separate 

wholesale and retail trade, and hence no separation could be done between said 

sectors. 
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TABLE 4 

 

Methodology for the Indirect and Induced Impacts 

Indirect and Induced impacts comprise the continued effects produced by additional 

final demand for goods and services in the VE. These can be approximated through the 

effects of additional demand upon a model of Puerto Rico’s production function and 

inter-industry linkages. The model used to develop these estimates is known as an Input-

Output model.  

Two different input-output models were used to develop estimates of indirect and 

induced impacts. These are: 

1) An estimated Input-Output matrix for 2013 with partially updated data; and 

2) A simulation-based analysis, called the ETI Input-Output Simulation (for a detailed 

methodology, see Appendix II). 

A key difference between these estimates lies in their ability to capture VE-LELs between 

industries. Whereas the updated matrix only extrapolates the structure of the economy 

at a particular point, the ETI Input-Output Simulation considers a pathway of structural 

changes throughout history. As a result, we believe it is a more capable instrument for 

assessing the impact upon the VE. 

Based upon the core estimate of visitor activity shown in Table 4, the following indirect 

and induced economic impacts were estimated: 

1) Indirect and induced demand (in consumption) supported by the visitor 

expenditures; 

SIC SIC Description Expenditures ($ '000s)

41100 Local Passenger Transportation and Taxicabs $222,339

50000 Wholesale and Retail trade $994,516

70110 Tourists Hotels $381,568

70120 Other Hotels and Lodging Places $71,569

78400 Theatrical Producers, Orchestras and Entertainers $17,323

78600 Other Miscellaneous Recreation Serv ices $91,993

Total $1,779,309

Core Estimate of Visit Expenditures (VEX) in Puerto Rico, by Industry
Fiscal Year 2013

Source: Estimates by Estudios Técnicos, Inc. (2017), based upon data from the 2011-12 PR Visitor Survey.
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2) Consumption and income taxes paid by indirect and induced employment; and 

3) Direct and indirect taxes paid by visitors. 

Estimation of Private Investment and Government Expenditures 

Estimates of private sector investment and government expenditures in the VE were 

calculated separately, using the 2012 Economic Census and the Consolidated Budget. 

These components of final demand are not directly attributable to any specific amount 

of visitor expenditures in a particular year, as they depend upon the long-term 

expectations of investment, public policy considerations, the sector’s potential capacity, 

etc. Therefore, measurements using coefficients derived from the I-O models were not 

deemed realistic with respect to the actual investment in a particular year. 

Methodology for the Intangible and Structural Impacts 

Intangible and structural impacts to the economy do not have a clear measurement 

method, as scarcely any data is produced to analyze them. However, a series of general 

indicators may shed light upon these impacts, as they may roughly serve to gauge 

specific VE-LELs directed towards the creation of intangible assets, or structural changes 

produced due to new developments in the VE. These estimates may suffer from 

comparability issues with other estimates; however, they are important to include as part 

of the broader definition adopted in this study. 

Demand-Side vs. Supply-Side Estimates 

To be comparable with measures such as personal consumption expenditures, estimates 

of visitor activity need to be calculated as demand-side estimates, so that they pertain 

to the final value of goods and services sold in the economy. Raw Input-Output estimates, 

on the other hand, result in supply-side estimates, i.e. they include estimates of the 

intermediate inputs used in production in addition to the value of the final goods sold. To 

convert these estimates to a demand-side or final-goods estimate, a two-step conversion 

process was undertaken, as shown in the following diagram: 
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FIGURE 6 

 

In the first stage, the additional income available in the economy due to increases in 

output was determined using the income coefficients of each sector. In the second 

stage, the additional income created was translated to additional final consumption by 

determining the percentage of said income that would be consumed. The final result is 

the contribution of the new income to consumption expenditures. 

Economic Impacts 

The following table summarizes the total impacts from the VE.115 These range in three (3) 

primary areas: consumption, investment, and government expenditures. As can be seen, 

the total impact given by the ETI Input-Output Simulation approached $4.2 billion in fiscal 

2013. The largest indirect effect was the additional spending from private and public 

sectors, followed by the indirect and induced domestic consumption. 

TABLE 5 

 

                                                 
115 Estimates were calculated from the demand-side. See the section titled “Demand-Side vs. Supply-Side Estimates”. 

Output Income Consumption

Core Estimate of Visitor Activity

(Visitor Expenditures)
$1,779.3

Indirect and Induced Consumption 

Expenditures in the Local Economy
$1,115.3

Indirect $882.4

Induced $232.9

Spending from Additional Sectors $1,279.1

Government Expenditures $279.4

Private Capital Expenditures $999.7

Total $4,173.7

Estimated Impact of Visitors in Puerto Rico
Fiscal Year 2013

($ millions)

Source: Estimates by Estudios Técnicos, Inc. (2017).
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Indirect and Induced Impacts 

Impacts in the previous table are solely monetary and exclude other significant impacts 

that the VE has upon wages, consumption, and government revenues. Therefore, a more 

detailed summary is provided by Table 6, which compares the results produced by the 

Input-Output models previously discussed for five (5) primary indicators: employment, 

wages, consumption expenditures, individual income tax, and consumption taxes.  

Notable is the fact that impacts estimated from the ETI Input-Output Simulation are 

greater than those obtained from the 2013 update alone. This is partly due to a greater 

number of linkages being estimated, and a more flexible specification of the expected 

linkage mechanisms. 

TABLE 6 

 

The following figures show the top 15 sectors in terms of direct and indirect employment 

and wage impacts. 

Indicator Impact Type Updated 2013 IO Matrix ETI Input-Output Simulation

Direct* 29,038 31,277

Indirect 11,605 15,301

Induced 7,031 13,015

Total 47,674 59,593

Direct* $600,880,532 $622,515,753

Indirect $301,566,231 $339,781,198

Induced $174,708,601 $253,965,794

Total $1,077,183,000 $1,216,262,745

Direct* $547,232,303 $570,848,754

Indirect $274,641,587 $311,580,346

Induced $154,083,097 $232,918,000

Total $975,956,986 $1,115,347,100

Direct* $41,447,549 $49,873,279

Indirect $31,341,895 $25,688,747

Induced $15,815,021 $16,204,614

Total $88,604,465 $91,766,640

Direct** $35,347,753 $35,347,753

Indirect $24,727,154 $26,647,337

Induced $4,734,536 $7,108,225

Total $64,809,443 $69,103,315

Employment

Total Wages

Income Tax

Measurement of the Visitor Economy -- Core, Indirect and Induced Impacts
Fiscal Year 2013

Consumption Expenditures

Source: Estimates by Estudios Técnicos, Inc. (2017). * Includes employment generated from intra-sector linkages. **Corresponds to the tax directly 

attributed to expenditures by v isitors in the island.

Core Indicator: Visit Expenditures (VEX) -- $1,779.3 million

Consumption Tax (7% in FY 2013)
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FIGURE 7 

 

FIGURE 8 
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Private Investment and Government Expenditures 

Private investment in accommodation was estimated from the 2012 Economic Census. 

These values were updated using growth in Hotel and Hotel Villas’ construction 

investment from the PR Planning Board’s Selected Construction Statistics, and growth in 

machinery and equipment investment from the Planning Board’s Statistical Appendix. 

The total was updated by adding the inter-annual changes to the previous year’s total.116 

FIGURE 9 

 

Government spending on visitor-related activities was estimated from agency expenses, 

as per the following table: 

                                                 
116 The total capital expenditures (as reported in the 2012 Economic Census) are not the sum of the construction and 

machinery categories of capital expenditures. 
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TABLE 7 

 

Intangible and Structural Impacts 

Some indicators for the intangible and structural impacts of the VE in Puerto Rico were 

included. While not comprehensive, they serve as exploratory measurements of 

additional impacts that the VE may exert upon the island. 

Infrastructure Quality 

This serves as a measure of the strength of Puerto Rico’s physical infrastructure. From 2008 

to 2015, Puerto Rico fell by approximately 12 positions in its global ranking, according to 

the World Economic Forum’s Index of the Overall Quality of Infrastructure.117 At the same 

time, Latin America and the Caribbean showed significant improvements during the 

period; particularly, Jamaica and the Dominican Republic outperformed Puerto Rico in 

increasing their infrastructure quality. Surprisingly, the US underperformed relative to 

Puerto Rico during the same period, as the gap between Puerto Rico’s and the US’s index 

score narrowed. 

                                                 
117 World Economic Forum (2016). Global Competitiveness Index 2014-15, Sub-Index 2.1. 

Agency/Department Amount ($ millions)

Department of the Interior (Parks) $12.0

Parks & Recreation (Sports) $30.8

Public Transport (PR Maritime Transport Authority) $40.8

PR Tourism Company $97.3

PR Convention Center Authority $40.9

Maritime Facilities (Ports Authority) $49.2

Municipalities* $8.4

Total Visitor-Related Government Spending $279.4

Estimated Government Spending in the Visitor Economy 

by Agency
Fiscal Year 2013

Sources: PR Office of Management and Budget (2017). 2015-16 Approved Budget by Agency . 

PR Office of the Commisioner of Municipal Affairs (2017). Municipality Audited Financial 

Statements 2012-13 . *Estimated by assuming that approximately 5% of all spending in culture 

and recreation is directed to v isitors.



A Visitor Economy Based Economic Development Strategy  
 

54 

 

FIGURE 10 

 

TABLE 8 

 

Human Capital Brought by Visitors 

Both educational attainment and occupational status are important proxies for informal 

and formal technology transfer mechanisms. The higher these measures are within the 

visitor population, greater spillover effects in the economy can be expected. This has 

proved particularly relevant for the startup community and the local creative class.  

In fiscal 2012, approximately 73.2% of visitors were in the labor force in their country of 

origin (primarily continental US). While this was higher than the general labor participation 

rate in the US for 2012 (63.7%), it was also lower than the US labor participation rate for 

Country/Region 2008 2015 Change (points)

Puerto Rico 4.88 4.91 0.03

United States 6.06 5.76 -0.30

Latin America and the Caribbean 2.87 3.49 0.62

Dominican Republic 3.39 3.67 0.28

Jamaica 3.76 4.21 0.45

Source: World Economic Forum (2015). Global Compet it iveness Index 2014-15  [Sub-Index 2.1].

Value of the Overall Infrastructure Sub-Index, Puerto 

Rico and Selected Jurisdictions
2008 - 2015
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individuals 25-54 years old that year (81.4%).118  Less than 1% reported themselves as 

unemployed, which is much lower than any jurisdiction in the US.119  

35.2% of visitors worked in a professional or technical occupation, followed by 16.9% 

identifying as either retired or disabled, and 13.6% employed in office, administrative and 

sales occupations. The majority of (interviewed) visitors had at least some college 

education (93.8%), with 75.4% having a college degree or higher, and only 5.7% reporting 

attainment of less than high school diploma.  

FIGURE 11 

 

                                                 
118 US Bureau of Labor Statistics (2017). Current Population Survey. 

119 This value could be a weighting artifact, since the Puerto Rico Visitor Survey is a two-stage clustered sample of flights 

and visitors. However, the unweighted sample data show an (unweighted) unemployment rate of 2.1%, which is also 

very low when compared to the US average and most jurisdictions. In 2012, the lowest statewide unemployment 

experienced was 3%. 
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FIGURE 12 
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Comparison with WTTC Economic Impact Estimates 

To assess the validity of the above estimate, a comparison was made between the ETI 

estimates and estimates from the WTTC.120 The WTTC estimates the economic impact of 

both resident and non-resident tourist expenditures, according to the 2008 

methodological framework for Tourism Sattelite Accounts (TSAs). Two (2) significant 

differences exist between said framework and ETI’s conceptualization of the VE: 

1) The WTTC framework includes linkages from domestic expenditure. According to 

the reported results,121 visitor and domestic expenditure are combined before 

estimating indirect and induced impacts. While appropriate to measure the total 

impact, using the totals assumes that VE-LELs are equal to linkages from domestic 

tourists and may thus run into potential overstatement. 

2) The WTTC operates on a total matrix of Puerto Rico’s economy, whereas Estudios 

Técnicos, Inc. utilized a set of domestic matrices for its Input-Output estimates. 

Total matrices incorporate imports within the inter-industry transactions, giving rise 

to output, employment and income coefficients that are overstated due to the 

import leakages in an open economy such as Puerto Rico. To correct this, the 

WTTC performs adjustments a posteriori to subtract the purchases of intermediate 

imports at the direct and indirect stages. In contrast, domestic matrices subtract 

imports a priori from the intermediate transactions, thus requiring no posterior 

adjustments. 

  

                                                 
120 World Travel & Tourism Council (2017). Travel & Tourism Economic Impact 2017 Puerto Rico. 

121 Ibid, p. 13. 
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Reconciling WTTC and ETI Estimates 

To isolate VE-LELs from import leakages and impacts from domestic tourists, several 

adjustments had to be made in the WTTC accounting, and are detailed in the following 

table: 

TABLE 9 

 

Results 

The following table compares the ETI estimate with the “reconciled” WTTC estimate. As is 

seen, while both total contributions are remarkably similar, the core estimate of visitor 

activity is much smaller in the case of the WTTC than ETI, whereas the induced effects are 

Indicator Adjustment Reasoning

Visitor Exports

The original amount was multiplied

by the estimated share of VEX to

total expenditures in the Visitor

Survey.

WTTC visitor exports include air and cruise

tickets, whereas ETI estimates use VEX only. The 

underlying VEX in the WTTC figure thus had to

be estimated for comparability.

The value of air and cruise tickets

excluded from visitor exports was

subtracted from the original value.

The WTTC base was adjusted to be

comparable to the ETI base (VEX). Therefore,

the excluded categories from visitor exports

should also be excluded from imports.

The VEX-adjusted imports value was

multiplied by the share of visitor

expenditures in internal tourism

consumption.

Only the corresponding purchases of tourism

providers demanded by visitors should be

considered. The VEX-adjusted estimate,

however, still includes imports demanded by

resident tourists. Thus, the original amount was 

adjusted so that only the share of the VEX-

adjusted estimate pertaining to visitors was

used.

Indirect Impact 

(Domestic Supply Chain)

The amount was recalculated from

the new direct base, by applying

an estimated multiplier to the

direct expenditures. The multiplier

was calculated as the ratio of

direct contributions and indirect

impacts to the direct contributions.

The indirect impact needed to be updated

with the new base. In spite of this change,

the multiplier used had to be calculated from

the original data, and thus may run into

overstatement due to the influence of

resident tourists.

Imported Goods from 

Indirect Spending

The original amount was rescaled

by the ratio of the new direct

contribution to the old one.

As with other indicators, the values were

reweighted in view of the new base.

Induced Impact

These were recalculated by

applying an estimated multiplier to

the new base. The estimated

multiplier was the ratio of the

direct, indirect, and induced

impacts to the direct impact in the

original WTTC estimates.

The induced impact had to be recalculated

to account for the new base. In spite of this

change, the multiplier used was calculated

from the original data, and thus may run into

overstatement due to the influence of

resident tourists.

Summary of Adjustments to WTTC Estimates

Purchases by Tourism 

Providers, Including 

Imported Goods
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more than five times larger. The resulting impacts from the WTTC are also extremely 

sensitive; the ratio of total contribution to direct contribution is 5.8 in the WTTC estimates, 

yet only 2.3 in the ETI estimates. 
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TABLE 10 

 

  

Indicator WTTC1 ETI Visitor Survey

Visitor Exports 4,321.6 3,192.9 4,921.5

Visitor Exports, Net of Air and Cruise Tickets 2,525.6 1,866.0 2,876.2

Imports of Intermediate Goods2 4,871.9 86.7 ---

Imports of Intermediate Goods, Net of Air and Cruise Tickets, and 

Intermediate Goods Demanded by Domestic Expenditure
1,789.5 86.7 ---

Direct Contribution to GDP

(Core Estimates of Visitor Activity)
$736.1 $1,779.3 ---

Domestic Supply Chain (Indirect Impact, Adjusted) 898.7 882.4 ---

Domestic Supply Chain, Net of Imported Goods from Indirect 

Spending
531.1 882.4

Capital Investment 1,323.8 999.7 ---

Government Collective Spending 396.8 279.4 ---

Induced Impact, Adjusted 1,285.1 232.9 ---

Total Contribution of Visitors to GDP (Direct, Indirect, and 

Induced)
$4,272.9 $4,173.7 ---

($ millions)

Sources: World Trav el and Tourism Council (2017). Travel & Tourism Economic Impact 2017: Puerto Rico [Table "The Economic Contribution of Trav el and Tourism: Nominal Prices"] . Estimates 

by Estudios Técnicos, Inc. (2017). 1The total contribution of v isitors as presented for the WTTC does not include $3,106.7 million in domestic expenditure impacts. If added to the abov e 

estimates, WTTC's total contribution would be $7,379.6 million, 1.1% lower than the report results ($7,462.8 million for fiscal 2013). Totals may differ slightly due to rounding and usage of 

av erages. 2To be consistent with measurements of the domestic impact, the v alue used subtracts the impacts of import leakages in the estimate of v isitor expenditures.

Comparison Between ETI and WTTC Estimates
2013
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The distortions in the WTTC figures stem from their inclusion of domestic expenditures in 

each of the calculations. By combining both resident expenditures and VEX, the number 

of linkages through which the VEX final demand enters is much greater. The amount  of 

intermediate purchases from abroad is also proportionally smaller for domestic 

expenditures than for VEX. This results in proportionally less imports being attributed to 

visitors, thus resulting in a larger estimate than in the case of visitors alone. When these 

elements are subtracted from the equation, the underlying result is much weaker for the 

VE than originally appears.
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Profile Analysis of the Visitor Economy: Contributions and Opportunities 

The VE not only contributes in terms of specific quantitative inputs to the economy, but 

also in terms of specific groups whose characteristics could constitute assets when 

coupled to the local economy. To determine these niches, Estudios Técnicos developed 

a profile analysis of the visitors in Puerto Rico, using data from the 2011-12 PR Visitor Survey. 

The analysis was conducted for two main factors: 1) an evaluation of current spending 

patterns, and 2) an exploratory study of potential niches. 

Initial Approach: Clustering 

An initial approach to establish the profiles was to determine the existence of spending 

clusters, groups of spending types that are most similar with each of the cluster members 

and differentiated from all elements outside of the cluster. A variety of clustering 

techniques were tried, most notably using partitioning around medoids (PAM) and 

agglomerative hierarchical clustering.122 

PAM methods yielded insignificant results with the reweighted data from the 2011-12 PR 

Visitor Survey with only two clusters being found, one of which was spuriously classified. 

Agglomerative hierarchical methods yielded better results in terms of grouping, yet the 

size of most of the clusters was too large to be considered a specific subgroup. In addition, 

not all variables behaved consistently with respect to each other, causing problems with 

interpretation of the agglomerative clusters. Therefore, this approach was ultimately 

abandoned in favor of a more logically consistent analytic approach, which is described 

in the following section. 

Analytic Approach 

The Estudios Técnicos, Inc. profile analysis was thus developed analytically, and consisted 

of cross-comparisons of several representative subgroups in the currently available data 

from the 2011-12 PR Visitor Survey, based upon a number of indicators, which are detailed 

in Table 6 and were used in creating tables 9 through 14. 

                                                 
122  For a comparative reference of these clustering algorithms, see Reynolds, A., Richards, G., de la Iglesia, B. and 

Rayward-Smith, V. (1992) Clustering rules: A comparison of partitioning and hierarchical clustering algorithms. Journal 

of Mathematical Modelling and Algorithms, 5, 475–504. doi: 10.1007/s10852-005-9022-1.  
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TABLE 11 

 

An initial two-variable grid was developed for each branch of the analysis, based upon 

the following indicators: a) type of accommodation, and b) purpose of visit. These 

variables provide a reasonably succinct pool of subgroups to profile, and are one of the 

key determinants of differences in visitor spending (Cortéz-Jiménez & Blake, 2011; 

Morrison et. al., 1996). 

The original categorization of the type of accommodation and purpose of visit was very 

broad, resulting in 180 different subgroups. The majority of these subgroups consisted of 

very small underlying sample points, and thus it was decided to regroup them to 24 main 

categories as per the following: 

Demographics
Income & 

Occupation
Employment Status Educational Attainment Tourism

Number of Visitors
Income Distribution 

(Households)*
In Labor Force Educational Attainment Total Non-Visit Expenditures

Number of Visitor Groups 

(“Households”)
Occupation Employed

Distribution of Non-Visit 

Expenditures

Average Age Unemployed

% of travelers less than 16 

years old
Out of Labor Force

Variables in Profile Analysis, by Main Area

Source: 2011-12 PR Visitor Survey  [Dataset].
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TABLE 12 

 

The final blueprint for the analytic profile grid was as shown in Table 13. In each branch 

of the profile analysis, the two-variable grid was filled with a metric considered relevant 

to establish the expenditure subgroups. For the current spending analysis, the share of 

total Visit Expenditures (VEX) was used; for the analysis of potential markets, per-capita 

VEX was utilized. The former is a direct indicator of the relative market size, while the latter 

serves as an indicator of market potential. Subgroups with larger per-capita VEX have a 

higher expected economic return for each unit of promotional effort, and hence serve 

to indicate which niches have potential to drive consumer spending up. 

Original Category Category Group Original Category Category Group

Vacation Leisure Hotel Hotels

Travel on a Cruise Ship Leisure Guest House Hotels

Travel in Group Leisure Parador Hotels

Business or Professional Business Rented Apartment Rentals

Convention, Conference or Congress Business Rented House Rentals

Government Affairs or Military Serv ice Business Friends or Relatives’ House Friends, Family & Own

Sports Competition Events Own Home Friends, Family & Own

Religious Activ ity or Pilgrimage Events Military Base Other

Artistic or Cultural Activ ities Events Boat or Yacht Other

Birthday Events Other Other

Wedding Events

Honeymoon Events

Juegos Centroamericanos en Mayagüez Events

Visiting Friends or Relatives Local

Medical Treatment Local

Moving to Another Place Local

Study Learning

Shopping Shopping

Category Groupings for the Analytic Profile Grid

Primary Purpose of Visit Accommodation Type

Sources: PR Statistics Institute (2017). PR Visitor Survey Database, 2011-12 . Estudios Técnicos, Inc. (2017).
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TABLE 13 

 

Visitor Profile – Current Spending 

The analysis for current spending was carried out by examining the profiles of the four (4) 

largest spenders in terms of VEX share. What the table tells us is the proportion of total 

visitor expenditures accounted for by the four groups in the following profile grid: 

Hotels Friends, Family & Own Other Accommodations Rentals
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Source: Estimates by Estudios Técnicos, Inc. (2017), using the sample data for the 2011-12 PR Visitor 

Survey.
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TABLE 14 

 

Demographics 

Those visitors that stayed with Friends & Family (F&F) and visited for local reasons represent 

the largest portion (35.8% or over a million) of all visitors between 2011 and 2012. This 

group is closely followed by visitors that stay in hotels and come for leisure with almost a 

million visitors representing 32.5% of those presented in this section. Visitors that spent 

nights in hotels and their reason for visit was business represented only 12.7% of the total.  

Hotels Friends, Family & Own Other Accommodations Rentals
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Source: Estimates by Estudios Técnicos, Inc. (2017), using the sample data for the 2011-12 PR Visitor 

Survey.

Accommodation Type

Profile Grid of Largest Visit Expenditure (VEX) Cohorts
Fiscal Year 2012
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TABLE 15 

 

The number of households (number of visitor group) follows a similar pattern with visitors 

staying at Friends & Family (F&F) and came for local reasons numbering 870,000, followed 

by 642,000 for those that stay in hotels and come for leisure. The average age for 

participants of the survey was 46, with little deviation when taking into account reason of 

visit and/or type of accommodation. Those that stayed at F&F, whether for leisure or local 

reasons, had the largest shares of travelers under 16 years of age.  

Income & Occupation 

Over 30% of households that stayed in hotels had incomes of $100,000 or more, 

compared to less than 20% of those that stayed with F&F. Over 50% of those that stayed 

with F&F had incomes between $20,000 and $79,999.   

Indicator
Hotel – 

Business

Hotel – 

Leisure

Friends, Family, 

and Own – Leisure

Friends, Family, and 

Own – Local
Total (Cohorts)

Total (Puerto 

Rico)

Demographics

Number of Visitors 383,988 982,221 573,753 1,082,204 3,022,166 3,890,206

Number of Visitor Groups (“Households”) 341,168 642,038 403,617 870,225 2,257,048 2,898,118

Average Age 47.0 46.8 46.4 46.4 46.6 46.6

% of travelers less than 16 years old 12.1% 12.2% 16.6% 15.2% 14.1% 13.5%

Profile of Top 4 Spending Cohorts
Fiscal Year 2011-12

Source: Estimates by Estudios Técnicos, Inc. (2017), using sample data from the 2011-12 PR Visitor Survey .
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TABLE 16 

 

The principal occupation reported was Professional and Technical with over 50% for 

visitors that stayed in Hotels and over 40% for those that stayed with F&F. Administrative, 

Sales, and office related was the second largest occupation for all of the cohorts.  

Employment Status 

Over 98% of those that visited reported being employed. Of those that were out of the 

workforce the majority were retired/disabled. Students represented only a small 

percentage of visitors and mainly reported staying with F&F.  

Indicator
Hotel – 

Business

Hotel – 

Leisure

Friends, Family, 

and Own – Leisure

Friends, Family, and 

Own – Local
Total (Cohorts)

Total (Puerto 

Rico)

Income & Occupation

Income Distribution (Households)* 330,292 629,962 397,741 864,993 2,222,988 2,848,654

Less than $20,000 11.3% 7.4% 12.7% 14.4% 11.7% 11.5%

$20,000 - $39,999 13.3% 11.4% 18.2% 19.4% 16.0% 15.8%

$40,000 - $59,999 10.0% 14.5% 18.9% 18.8% 16.3% 16.3%

$60,000 - $79,999 12.8% 14.5% 15.1% 12.4% 13.5% 13.5%

$80,000 - $99,999 9.4% 11.3% 9.0% 8.8% 9.7% 10.1%

$100,000 - $149,999 15.1% 14.4% 10.4% 8.7% 11.6% 11.5%

$150,000 - $199,999 8.8% 7.4% 4.0% 4.5% 5.9% 6.0%

$200,000 or more 9.7% 9.5% 4.6% 5.2% 7.0% 6.9%

Not Available / No Answer 9.6% 9.7% 7.1% 7.8% 8.5% 8.5%

Occupation

Management and Executive 15.1% 10.9% 9.3% 9.7% 10.9% 10.8%

Professional and Technical 50.3% 50.6% 44.7% 43.3% 46.9% 46.8%

Administrative, Sales, and Office Related 15.4% 16.3% 19.6% 17.6% 17.2% 17.4%

Artisan, Repairman, or Production Worker 8.3% 9.9% 14.6% 15.5% 12.5% 12.3%

Military and Government 6.0% 6.7% 7.9% 8.5% 7.4% 7.4%

Religious Work & Ministry 0.6% 0.4% 0.3% 0.6% 0.5% 0.7%

Other 4.4% 5.2% 3.5% 4.8% 4.6% 4.6%

Profile of Top 4 Spending Cohorts
Fiscal Year 2011-12

Source: Estimates by Estudios Técnicos, Inc. (2017), based upon data from the 2011-12 PR Visitor Survey. *Excludes approximately 2% of cases which had salaries reported in different currencies.
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TABLE 17 

 

Educational Attainment 

Close to 70% of all those that stayed with F&F reported having some college or more 

(bachelors, masters, etc.). Over 80% of those that stayed in hotels had some college or 

more. The largest cohort of educational attainment were those with a bachelor degree 

or equivalent. For those that stay at with F&F the second largest cohort was some college 

or associate’s degree. Meanwhile the second largest cohort for visitors that stay in hotels 

was master’s degree or higher.  

TABLE 18 

 

Spending Patterns and Length of Stay 

The average length of stay was longer for visitors that stayed with F&F by an average of 

more than one day. Total VEX surpassed $2.2 billion with 55.3% of this spent by those that 

stayed with F&F. Of these, those that came for local reasons spent an estimated $823.7 

Indicator
Hotel – 

Business

Hotel – 

Leisure

Friends, Family, 

and Own – Leisure

Friends, Family, and 

Own – Local
Total (Cohorts)

Total (Puerto 

Rico)

Employment Status

In Labor Force 78.2% 76.8% 69.7% 66.8% 71.9% 72.2%

Employed 98.4% 98.7% 98.0% 97.9% 98.2% 98.3%

Unemployed 1.6% 1.3% 2.0% 2.1% 1.8% 1.7%

Out of Labor Force 20.8% 22.0% 29.8% 32.2% 27.1% 26.8%

Retired/Disabled 13.0% 13.7% 15.9% 18.3% 15.7% 15.7%

Domestic Office 3.9% 4.7% 7.8% 9.1% 6.8% 6.7%

Student 3.9% 3.6% 6.1% 4.8% 4.6% 4.4%

No Answer 1.0% 1.2% 0.6% 1.0% 1.0% 1.0%

Profile of Top 4 Spending Cohorts
Fiscal Year 2011-12

Source: Estimates by Estudios Técnicos, Inc. (2017), based upon data from the 2011-12 PR Visitor Survey.

Indicator
Hotel – 

Business

Hotel – 

Leisure

Friends, Family, 

and Own – Leisure

Friends, Family, and 

Own – Local
Total (Cohorts)

Total (Puerto 

Rico)

Educational Attainment

No Education 0.0% 0.1% 0.1% 0.1% 0.1% 0.1%

1-5 0.7% 0.6% 1.2% 1.2% 1.0% 0.8%

6-9 2.8% 2.3% 3.9% 4.5% 3.6% 3.3%

10-11 2.3% 1.7% 3.2% 3.2% 2.7% 2.6%

High School Diploma 12.4% 13.9% 20.6% 21.6% 17.9% 18.0%

Some College or Associate's Degree 17.0% 19.0% 24.6% 22.2% 20.9% 20.9%

Bachelor's Degree or Equivalent 37.4% 38.2% 32.0% 30.1% 33.9% 34.1%

Master's Degree, Equivalent, or Higher 26.8% 23.6% 14.2% 16.7% 19.7% 19.7%

Other / No Answer 0.5% 0.6% 0.1% 0.3% 0.4% 0.4%

Profile of Top 4 Spending Cohorts
Fiscal Year 2011-12

Source: Estimates by Estudios Técnicos, Inc. (2017), based upon data from the 2011-12 PR Visitor Survey.
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million. Visitors that stayed in hotels for leisure spent $675.4 million, twice that of visitors 

that stayed in hotels for business reasons.    

It is important to keep in mind that profile analysis is the result of aggregate information 

from the visitor survey. That is, the information represents the sum of activities performed 

by a visitor before leaving the jurisdiction. This is substantially different from PRTC data 

since their information is captured directly from lodging facilities and thus, the 

measurement unit is not the visitor and the sum of all its activities, but rather, the lodging 

facility. For instance, the information from the visitor survey includes all the places in which 

a visitor could have stayed which will render an average stay higher than PRTC’s data. 

Therefore, the average stay per visitor survey almost double the average stay reported 

by PRTC’s lodging facilities. Nonetheless, one must consider that average length of stay 

could be overstated since survey questions could include arrival and departure days as 

full days. PRTC accommodation data will only include total nights. 

TABLE 19 

 

On average, food and drinks represented close to 30% of total expenditures. Except for 

hotel stays for leisure, accommodations were the second largest expense followed by 

shopping. Hospital expenditures averaged less than 5% of total expenses. Meanwhile 

eco-tourism expenses were less than 1% for all cohorts.  

The following figures show the differences among the spending cohorts per category of 

spending. 

Indicator
Hotel – 

Business

Hotel – 

Leisure

Friends, Family, 

and Own – Leisure

Friends, Family, and 

Own – Local
Total (Cohorts)

Total (Puerto 

Rico)

Tourism

Average Length of Stay (Days) 5.7 5.5 7.3 6.9 6.4 6.3

Total Visit Expenditures(VEX) $323,072,147 $675,415,419 $412,525,921 $823,701,704 $2,234,715,192 $2,876,209,461

Food and Drinks 31.2% 29.4% 32.1% 30.2% 30.5% 30.1%

Accommodations 31.1% 30.0% 24.1% 26.2% 27.7% 27.5%

Shopping 16.5% 18.4% 20.0% 19.9% 19.0% 19.1%

Local Transportation (Rental and Taxi) 7.7% 6.9% 8.0% 8.0% 7.6% 13.2%

Excursions and Visits to Historical Places 3.5% 4.5% 3.9% 5.6% 4.6% 4.6%

Nightlife 2.9% 2.6% 2.6% 2.7% 2.7% 2.7%

Golf and Sports Related Activ ities 1.3% 1.0% 1.2% 1.1% 1.1% 1.1%

Ecotourism 0.7% 0.8% 0.6% 0.8% 0.7% 0.7%

Aquatic and Beach Activ ities 0.5% 0.7% 1.5% 0.7% 0.8% 0.9%

Other Expenditures 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Source: Estimates by Estudios Técnicos, Inc. (2017), based upon data from the 2011-12 PR Visitor Survey.

Profile of Top 4 Spending Cohorts
Fiscal Year 2011-12
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FIGURE 13 

 

FIGURE 14 

 

FIGURE 15 
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Visitor Profile – Potential Opportunities 

While this set of profiles is more heterogeneous and far smaller than the former, they share 

important spending characteristics that make them prime objectives for improving 

Puerto Rico’s VE. The analysis was developed for the top 5 per capita spending cohorts, 

as per the following profile grid: 

TABLE 20 

 

Professional and technical services continues to be the main occupation of those 

working. Of those that reported over 98% were employed with the majority of the 

unemployed being retired. The highest level of education was reported for those that 

stayed in hotels and came to shop with over 60% holding a bachelor’s degree or 

equivalent.  

Hotels Friends, Family & Own Other Accommodations Rentals
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Source: Estimates by Estudios Técnicos, Inc. (2017), using the sample data for the 2011-12 PR Visitor 

Survey.

Profile Grid of Per Capita Spending Cohorts
Fiscal Year 2012
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TABLE 21 

 

  



A Visitor Economy Based Economic Development Strategy  

74 

 

 

 

 

 

 

 

 

 

  

 

  
Policy Recommendations Part IV: 



A Visitor Economy Based Economic Development Strategy  
 

75 

 

Improving the Key Infrastructures 

The changes in the social, economic and demographic structure of Puerto Rico adds 

pressures to the current set of infrastructures, but also present an opportunity for rightsizing 

infrastructures based on local economic needs, and also repurpose assets required by 

the VE. There is a general understanding that in certain areas of the economy there is an 

excess capacity of physical infrastructures for domestic demand, thus, reconstruction 

strategies must consider repurposing assets for visitor demand as part of a regional 

strategy. The case studies presented above show that increases in visitor activity in 

particular regions created the critical mass necessary to surge local demand and 

promote the development of a robust service economy.  

As explained in the above sections, the infrastructures for the VE are intertwined with a 

web of local conditions with a strong qualitative nature. The deployment of infrastructures 

is contingent to a local and a statewide dimension. That is, local governments play an 

active role in creating the enabling conditions for visitor activity, yet, regional or a 

statewide agenda is necessary to add cohesion to visitor activity. 

This section outlines some recommendations to better measure and improve the key 

infrastructures that support the VE and link it to the local economy. The basis of the 

recommendations is not only the historical experience shown in previous sections, but 

also a general push to evolve the statistical and conceptual scaffolding underlying the 

VE. This involves a) coordinating and restructuring available data to make them 

conformable to international standards regarding tourism, b) obtaining newer or more 

precise estimates of key indicators, and c) embedding VE-LEL analysis in the policy 

planning process.  

An initial recommendation is that VE-LELs should be examined in far more detail than 

simply estimating them via an instrument such as an Input-Output matrix. Structural 

linkages not only broaden the impact of the VE; they also serve to better understand the 

interrelationship between the local economy and the VE. 

A key strategy that can be employed in measurement and planning of the VE is the 

identification and establishment of visitor clusters – closed systems of high concentration 

of visitor activity. These can be either data-derived (e.g. through cluster analysis) or 
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administrative (tourism corridors). Visitor clusters provide a basic blueprint for visitor-

related policy in the island and serve as a closed-form exercise under which policy 

planning, incentives management, and infrastructure development can take place. In 

addition, they serve as a measure of the “critical mass” or base demand for the key 

infrastructures. 

The concept of visitor cluster is used in the new metric proposals. The proposed metrics 

highlight its usefulness as a measurement unit and planning instrument. 

Physical Infrastructure 

To reap the benefits of the VE, physical infrastructures, sustainable sources of public and 

private funding are an imperative necessity; hence, it is indispensable to create initiatives 

that encourage investor confidence in physical infrastructure investments (Department 

of Trade and Investment, Regional Infrastructure and Services, 2012). 123  Secondly, 

governments and private institutions must design the physical infrastructures of the 

jurisdiction around the VE, as seen in several of the case studies (discussed in a previous 

section). A key element to achieve this is to develop a thorough inventory of the 

available physical infrastructures in an area, both private and public. Smarter 

construction investment must be planned around this inventory: instead of spurring 

redundant and expensive new construction, physical infrastructure could be 

rehabilitated, or repurposed, and new buildings should be engineered with an 

infrastructure planning process in mind.   

Important metrics need to be developed in this regard, including the inventory itself. 

Focusing on visitor clusters should reduce the complexity and cost, while its foundation in 

an analysis of the regional flows rather than industrial structure provides valuable insights 

regarding the systems of visitor activity in the island. Some proposed metrics are: 

                                                 
123  Department of Trade and Investment, Regional Infrastructure and Services, (2012). Visitor Economy Industry Action 

Plan. [online] Available at: http://www.industry.nsw.gov.au/__data/assets/pdf_file/0007/53683/121218_VE-IAP-Full-

version_FINALv2.pdf [Accessed 24 Mar. 2017]. 

http://www.industry.nsw.gov.au/__data/assets/pdf_file/0007/53683/121218_VE-IAP-Full-version_FINALv2.pdf
http://www.industry.nsw.gov.au/__data/assets/pdf_file/0007/53683/121218_VE-IAP-Full-version_FINALv2.pdf
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TABLE 22 

 

Social Infrastructure 

It is important to rethink the way jurisdictions approach their social infrastructure, not just 

for the VE but for the entire economy. Contrary to other areas such as retail trade, 

individuals actively seek the services provided by the social infrastructure. Therefore, local 

area development is key to improving social infrastructure. 

A first step would be to create a database of the regional offerings of social infrastructure, 

and systematic measures of its quality and attractiveness to visitors. To measure the latter, 

one may need to create a regional satisfaction survey that captures which areas were 

preferred by visitors, etc. A proposed set of metrics is shown below. 

Metric Reason/Explanation

Inventory of Infrastructure – a database detailing public and 

private sector facilities within a v isitor cluster, including a) the 

offerings of each building (rooms, specialty cooking, public 

serv ices, etc.)

Provides a detailed overv iew of the region’s economic and 

visitor potential

Creates insight for many other infrastructures (e.g. cultural, 

social, environmental, and knowledge)

Serves as general improvement for national accounting, 

municipal development and environmental planning

Statistics on the quality of the infrastructure (e.g. age of 

structure, depreciation, date of last restoration) for the 

infrastructures within a v isitor cluster

Allows measurement of strengths and weaknesses of the 

available infrastructure, as well as additional investment 

needs/opportunities

Estimates of Physical Carrying Capacity of Visitor Clusters – area 

of cluster * v isitors / area * daily duration

Serves as an exploratory indicator of the potential v isitor 

demand that can be supplied by the existing infrastructure

Proposed Metrics for Measurement of VE Infrastructures -- Physical Infrastructure
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TABLE 23 

 

On a different note, it is important to consider the health services of a nation when 

discussing the social infrastructure. Page et al. considered this concept when they 

highlighted that a successful wellness tourism program would incorporate health checks 

for all its employees (2017).124  In order to truly develop the social infrastructure, it is 

imperative that a health system is able to support and truly take care of all the nation’s 

employees. 

A comparative profile of the overall health services quality needs to be developed in 

order to show Puerto Rico as a viable destination in terms of its social infrastructure. This is 

necessary not only for attracting future visitors, but for readying the island towards long-

term growth. A “healthy” set of health services opens additional avenues of growth in 

the VE, whether through knowledge-sharing networks or medical tourism, and 

guarantees a better quality of life for everyone. 

Institutional Infrastructure 

Governments must adopt a “whole-of-government” approach when targeting the VE. 

According to the World Travel and Tourism Council, a “whole of government” approach 

includes multiple foci. The first focus of a “whole of government” approach is “inter-

ministerial”. This focus is meant to highlight that different departments within the 

                                                 
124  Ibid 

Metric Reason/Explanation

Estimated number and distribution of v isitors in amenity-type 

structures within a v isitor cluster

Serves as an indicator of the cluster's "critical mass" in terms of 

social infrastructure (Do v isitors frequently gather around these 

areas? Which areas attract more "critical mass"? Do they incur 

in externalities which need to be addressed?)

Visit expenditures (excl. lodging) by v isitor cluster

Measures the social infrastructure demand around each cluster

Allows comparison of clusters and regions -- which areas are 

best-performing? High per-capita spending or high volume of 

v isitors?

Spatial distribution of amenities

Critical planning tool to develop all infrastructures -- better 

zoning, incentives, coordination of marketing and 

entertainment strategies

Additional Questions for Visitor Survey:

On a scale of 1 to 10, how much did you enjoy your v isit to 

[county]?

What amenities in [county] did you enjoy the most?

What would you have liked to do during your v isit to [county]?

Satisfaction as a proxy for the quality of social infrastructure

Leading indicator of possible enhancements to social 

infrastructure

Proposed Metrics for Measurement of VE Infrastructures -- Social Infrastructure
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government must work together to help the VE. For example, the transportation 

department should work together with the tourism department to establish bus routes for 

visitors to use. The second focus encourages public-private alliances and aims to include 

the private sector in the design of the VE. The final focus is on vertical/ cross government 

integration (2015).125 By supporting local tourism authorities, governments can adopt a 

more inclusive approach to the VE where local communities, businesses and non-

governmental organizations, regardless of their direct involvement with tourism, can 

participate (Hristov, 2015).126 It’s important to note that the World Travel and Tourism 

Organization’s document, Governing National Tourism Policy is targeted specifically at 

the tourism sector yet its advice can be applied to general VE governance.  

Governments must, besides restructuring the way they perceive the VE, consider the 

Area of Tourism Activity concept. This concept presents the need to shift the definition of 

tourism spaces from those within bureaucratic boundaries to those where tourism 

naturally happens (Hristov, 2015).127 Although the name implies it should only be used 

when considering the Tourism industry, this idea can be transferred over to the VE when 

thinking about program implementation. Rather than establishing a program’s 

boundaries based on municipalities, counties or regions, programs should be established 

based on the natural economic zones that need these policies.  

Besides governance, institutions must also consider the state of the law and order 

machinery in their nations. Law enforcement should be fully integrated into the other 

departments. For example, the tourism department can invite law enforcement to 

participate in tourism and travel boards in order to keep law enforcement informed on 

activities, priorities and obstacles they might face (Tarlow, 2002).128 Furthermore, the legal 

system in general should be further capacitated so that any threats to visitors are 

processes quickly and efficiently to improve the visitor’s experience. Overall, the law and 

                                                 
125  World Travel & Tourism Council, (2015). Governing National Tourism Policy. [online] Available at: 

https://www.wttc.org/-/media/files/reports/policy-research/governing-national-tourism-policy-final.pdf [Accessed 27 

Mar. 2017]. 

126  Hristov, D. (2015). Tourism versus the Visitor Economy and the Shifting Landscape of Destination 

Management. TOURISMOS, 10(1), pp.219-234.  

127  Hristov, D. (2015). Tourism versus the Visitor Economy and the Shifting Landscape of Destination 

Management. TOURISMOS, 10(1), pp.219-234. 

128  Tarlow, P. (2002). Working with your local police department. [online] Tourismandmore.com. Available at: 

http://www.tourismandmore.com/tidbits/working-with-your-local-police-department/ [Accessed 3 Apr. 2017]. 

https://www.wttc.org/-/media/files/reports/policy-research/governing-national-tourism-policy-final.pdf
http://www.tourismandmore.com/tidbits/working-with-your-local-police-department/
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order machinery should be able to provide public safety in order to truly allow the VE to 

unfold. 

Environmental Infrastructure 

Although there are many economic and social benefits to environmental infrastructure, 

they tend to receive the least attention in tourism and VE planning. However, consumer 

preferences to nature-based activities are changing (Australia Travel and Tourism Forum, 

2012). 129  Businesses and governmental agencies associated with environmental 

infrastructures need to be constantly updating themselves based on market changes. 

Additionally, environmental infrastructures are particularly important when they are not 

functioning. For example, take the case of air pollution in a city. Not only is there a 

reduction of the city’s tourism due to visible smoke, but sickness in children would put 

further strain on the health system and maintenance for physical infrastructures would 

increase (United Nations Settlement Program, 1999, p. 26).130 Thus, part of the success of 

the Visitor Economy relies on having potent environmental protection laws and strict 

enforcement of these laws.  

In addition to environmental regulations and environmental profile indicators (e.g. air 

quality index), the VE requires that one measure the interrelationship between visitors and 

the environment. Once again, the concept of a visitor cluster would prove of great utility, 

as the environmental infrastructure of visitor clusters is largely correlated with the areas 

which visitors frequent. Also, policies could be made with respect to types of visitor 

activities, to encourage those which make better or more ample use of the 

environmental infrastructure (e.g. ecotourism). 

                                                 
129  Australia Travel and Tourism Forum, (2012). Tourism Infrastructure Policy and Priorities. [online] Sydney. Available at: 

http://www.ttf.org.au/wp-content/uploads/2016/06/TTF-Tourism-Infrastructure-Priorities-2012.pdf [Accessed 2 Apr. 

2017]. 

130  United Nations Human Settlements Program, (1999). Urban Air Quality: Handbook. The Sustainable Cities Program 

Source Book Series. [online] Nairobi. Available at: 

https://books.google.com.pr/books?id=yN5wV77mRDIC&lpg=PA26&ots=hJWzmSuihi&dq=pollution%20deterrent%20t

o%20tourism&pg=PA26#v=onepage&q=pollution%20deterrent%20to%20tourism&f=false [Accessed 3 Apr. 2017]. 

https://books.google.com.pr/books?id=yN5wV77mRDIC&lpg=PA26&ots=hJWzmSuihi&dq=pollution%20deterrent%20to%20tourism&pg=PA26%23v=onepage&q=pollution%20deterrent%20to%20tourism&f=false%20
https://books.google.com.pr/books?id=yN5wV77mRDIC&lpg=PA26&ots=hJWzmSuihi&dq=pollution%20deterrent%20to%20tourism&pg=PA26%23v=onepage&q=pollution%20deterrent%20to%20tourism&f=false%20
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TABLE 24 

 

Cultural Infrastructure 

It is important to foster cultural events. Under traditional views of tourism, this would be 

done through the establishment of Art and Culture Experience Development committees 

(Department of Trade and Investment, Regional Infrastructure and Services, 2012) 131 or 

other similar bodies. Although these committees may be essential to the cultural 

infrastructures within the VE, it’s also important to develop a sense of culture within the 

individuals of a population. Cultural infrastructure needs to be supported by both visitors 

and local communities in order to truly be sustainable and attract visitors. In order to 

approach this issue, Kensington and Chelsea implemented a “Residents First” weekend. 

This encourages locals to visit cultural attractions as well as take their family visitors when 

they have guests (Acorn Consulting Partnership Ltd, 2009)132.  

TABLE 25 

 

                                                 
131  Department of Trade and Investment, Regional Infrastructure and Services, (2012). Visitor Economy Industry Action 

Plan. [online] Available at: http://www.industry.nsw.gov.au/__data/assets/pdf_file/0007/53683/121218_VE-IAP-Full-

version_FINALv2.pdf [Accessed 24 Mar. 2017]. 

132  Acorn Consulting Partnership Ltd, (2009). Study of the Visitor Economy. [online] Available at: 

https://www.rbkc.gov.uk/pdf/Study%20of%20the%20Visitor%20Economy.pdf [Accessed 3 Apr. 2017]. 

 

Metric Reason/Explanation

Eco-friendliness Index of lodging, amenities
An index measuring the eco-friendliness infrastructure of the 

available offer

Waste generated within v isitor clusters A measure of the overall eco-friendliness of the region

Number of trips / passengers to ecological sites and amenities
Highlights the critical mass for key areas such as ecotourism

Implicitly measures the quality of the ecological sites

Visit expenditures in ecological sites and/or eco-friendly 

locations

Indicator of demand for eco-friendly locations and ecological 

infrastructure

Proposed Metrics for Measurement of VE Infrastructures -- Environmental Infrastructure

Metric Reason/Explanation

Number and Expenditures of Visitors in cultural amenities of 

v isitor clusters

Measures the critical mass and demand for cultural 

infrastructure

Index of Infrastructure Quality -- cultural amenities sub-index
Indirectly measures the readiness for attracting additional 

demand of available offerings

Spatial distribution of cultural activ ities and establishments
A planning tool to enhance the cultural infrastructure, and to 

link v isitors with the unique characteristics of the island.

Proposed Metrics for Measurement of VE Infrastructures -- Cultural Infrastructure

http://www.industry.nsw.gov.au/__data/assets/pdf_file/0007/53683/121218_VE-IAP-Full-version_FINALv2.pdf
http://www.industry.nsw.gov.au/__data/assets/pdf_file/0007/53683/121218_VE-IAP-Full-version_FINALv2.pdf
https://www.rbkc.gov.uk/pdf/Study%20of%20the%20Visitor%20Economy.pdf
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Knowledge Infrastructure 

Deloitte highlighted that most small businesses in the tourism sector are not able to 

support training and other resources needed to develop workers’ necessary skills in their 

businesses (2008).133 Therefore, a concerted approach to improve human capital for the 

VE is required. Although Deloitte conceived this in terms of the tourism industry, the same 

concept should be applied over all industries in order to maximize the impact of the 

knowledge infrastructure.  

With regards to education, the changes should reach beyond training. A better 

education system is necessary to support the jobs within the Visitor Economy and supply 

all the demand drivers with adequate human capital. For example, consider the case of 

universities in a nation or region. According to the Victoria State Government, 

international students at their universities contributed over $4.7 billion for Victoria in 

2013/14 (2015).134 The importance of international students is twofold: they lead to an 

increase visitor spending and they can work together with local enterprises to develop 

the best strategies for their respective markets (Page et al., 2017).135 

Finally, new models need to be sought to finance and generate knowledge in the island. 

This requires an integrative approach for achieving 1) improvement of existing 

knowledge infrastructure, and 2) creation of new infrastructure. The former is particularly 

important in the short run, as some of the key institutions that attract research and 

development visitors to the island, such as the Arecibo radio telescope, are facing major 

budget cuts and potential permanent closure (Mckie, 2017).136 Although local capital 

may not be able to support the Arecibo conservatory specifically, it is important to make 

sure to create and maintain other research and development opportunities in Puerto 

Rico in order to secure this part of the knowledge infrastructure. These research and 

                                                 
133  Deloitte, (2008). The Economic Case for the Tourism Economy. London. [online] Available at: 

http://www.niassembly.gov.uk/globalassets/documents/finance-2011-2016/air-passenger-duty/written-

submissions/deloitte-the-economic-case-for-visitor-economy.pdf [Accessed 3 April 2017].  

134  Victoria State Government, (2015). Victorian Visitor Economy Strategy. [online] Melbourne. Available at: 

http://economicdevelopment.vic.gov.au/__data/assets/pdf_file/0006/1340979/Visitor_Economy_Strategy.pdf 

[Accessed 3 Apr. 2017]. 

135  Page, S., Hartwell, H., Johns, N., Fyall, A., Ladkin, A. and Hemingway, A. (2017). Case study: Wellness, tourism and 

small business development in a UK coastal resort: Public engagement in practice. Tourism Management, [online] 60, 

pp.466-477. Available at: http://www.sciencedirect.com/science/article/pii/S026151771630262X [Accessed 31 Mar. 

2017]. 

136  McKie, R. (2017). Giant Arecibo telescope faces closure. [online] The Guardian. Available at: 

https://www.theguardian.com/science/2017/feb/05/arecibo-telescope-closure [Accessed 1 May 2017]. 

http://www.niassembly.gov.uk/globalassets/documents/finance-2011-2016/air-passenger-duty/written-submissions/deloitte-the-economic-case-for-visitor-economy.pdf
http://www.niassembly.gov.uk/globalassets/documents/finance-2011-2016/air-passenger-duty/written-submissions/deloitte-the-economic-case-for-visitor-economy.pdf
http://economicdevelopment.vic.gov.au/__data/assets/pdf_file/0006/1340979/Visitor_Economy_Strategy.pdf
http://www.sciencedirect.com/science/article/pii/S026151771630262X
https://www.theguardian.com/science/2017/feb/05/arecibo-telescope-closure
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development opportunities do not necessarily have to involve large physical 

infrastructure like the radio telescope; creating research and development opportunities 

can be as simple as capacitating local universities and other institutions of learning to 

allow them to offer research centers and train locals to support the research. 

 

Important metrics for this infrastructure involve the state of the PR-international network 

of knowledge sharing, and the research activity currently done in the island as a result. 

The concentration of specialists, as well as the overall state of education in the island, are 

important preconditions for the development of this infrastructure. 

TABLE 26 

 

  

Metric Reason/Explanation

Number of v isiting professors, sector specialists, students, 

scholars, and researchers

Measure of the competitiveness of Puerto Rico's knowledge 

infrastructure

Specialists as critical networking link -- higher number implies 

greater linkages of Puerto Rico's knowledge infrastructure

Number of collaborative agreements with US and foreign 

universities, and number of participants
Measures the size of the knowledge-sharing economy

Convention bureau statistics on technology, research and 

science
Measures the size of the knowledge-sharing economy

Average ranking of educational institutions in Puerto Rico, and 

comparisons with the US and internationally in select criteria

Indicator of the quality of the knowledge infrastructure, 

particularly that pertaining to research

Source: Estudios Técnicos, Inc. (2018).

Proposed Metrics for Measurement of VE Infrastructures -- Knowledge Infrastructure
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Strengthening VE-LELs 

 

Strengthening Internal Linkages 

Internal linkages are strongly related to the economic contribution of tourism to an 

economy (Seetanah, 2011; ODI, 2006). By improving linkages, the Island can rely on visitor 

expenditure and human capital to influence economic development. Visitors 

demanding locally produced goods and services produce much higher economic 

effects than if visitor activity is concentrated in independent silos with limited connection 

with local supply chain mechanisms. That is, aligning local production factors to visitor 

demand will maximize the economic impact of visitor activity. 

Visitors’ experience is marginally improved when local economic activity is intertwined 

with visitor expenditure (e.g. Sims, 2009). From the supply side, linkages allow more key 

infrastructures to come into play to reinforce the visitor experience. In addition, linkages 

broaden the variety of experiences available for the visitor and may foster stronger 

tourism networks (Asero, Gozzo, & Tomaselli, 2015). From the demand side, the mere 

concept of local experiences is based on the preferences of visitors and their affinity to 

locally bound activities.  

Increasing visitor spending is not enough, however. Local entities and governmental 

initiatives must consider market mechanisms which are able to connect local suppliers 

with the visitor consumer offer. In some instances, such mechanisms will require the 

development of local industries which are currently underserved or lack the capacity to 

increase production beyond an artisanal scale (ODI, 2006).  

Finally, the VE must not be limited to promotional efforts, but rather to efforts which 

maximize internal linkages. As with any other economic activity, the decision to foster the 

development of the VE is partially dependent on public interventions and incentives to 

induce private activity. For instance, when assessing the current set of economic 

incentives, the state must also consider their effect in the VE If certain activities increase 

the number of visitors in the Island, then such activities must be analyzed under a different 

rule. Since specific activities are not enough for the wide array of activities within the VE, 
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then the government must play a leadership role in directing incentives to several areas 

of the economy. 

The Importance of Domestic Tourism in VE Development 

Due to the contraction in the local economy and a strong reduction on disposable 

income, the benefits from domestic tourism have diminished over the years. Yet, 

domestic tourism activity is key to maintain the critical mass required to sustain certain 

activities, particularly during low seasons. Moreover, visitors demand experiences which 

are also relevant to local values and activities. That is, the visitor economy must reconcile 

visitor activity with local endogenous events, which are key to the local or genuinely 

autochthonous character of the visitor activity. Therefore, even though the profile of the 

visitor economy could not be dependent exclusively on diaspora movements, they play 

an important role in maintaining local character as well as actively promoting the 

destination in the external market.  

The importance of maintaining a robust and articulated policy with the Puerto Rican 

diaspora gains preeminence under current socioeconomic conditions. Considering the 

visitor economy is a web of complex inflows and outflows of capital, labor, technology, 

one must consider the relation of such exchange given current socioeconomic 

circumstances.  There are several characteristics which are inevitably unique to such 

group of visitors, that is, they require few promotional efforts (their demand is inelastic to 

typical market efforts), are mostly concentrated in certain geographical areas of US 

Mainland with low barriers of trade and movement. Moreover, this group is highly sensitive 

to changes in local socioeconomic conditions as remittances and other exchanges are 

rapidly deploy between those groups and locals. The visitor economy must incorporate 

those dynamics into the interplay of infrastructures and the strategies used to strengthen 

internal linkages. 

When comparing WTTC and ETI estimates, it becomes clear that the local resident tourist 

has an immense impact in determining the total contribution to GDP of tourism. Intuitively, 

residents visit more heterogeneous locations, spend more in local venues outside the 

touristic zones, and travel and stay for longer periods of time than the average leisure-

class nonresident visitor. Given that almost 45% of visitors have accommodations with 

friends and family, local resident tourists also play a key role in influencing visitors to 
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explore new venues, try new experiences, and broaden their enjoyment of the island. In 

this way, local resident tourists have an active – not passive – presence in the VE. 

An innovative strategy to enhance VE-LELs, particularly those regarding social and 

cultural infrastructure, would be to cater local residents that either receive visitors in their 

houses, or spend a significant amount of time around visitors. These local residents could 

become promoters of local venues and unique experiences in the island; if successfully, 

they would further contribute to increase spending in establishments with greater 

domestic linkages, thus increasing the endogenous impacts that VEX may have. This type 

of strategy is in accord with the new preferences of the sharing economy.  

FIGURE 16: THE COMPOSITION OF THE INTEGRATED VISION 

 

Improving Measurement of VE-LELs 

An important yet often overlooked area of developing the VE is the necessity for a strong 

measurement infrastructure. This comprises not only the knowledge infrastructure, but 

also the human capital required to evolve the measurement system towards future policy 

objectives and economic developments. A strong measurement system not only fuels 

new opportunities; it helps coordinate public and private stakeholders, allows better 

hedging against risks, improves decision making, and readies the economy for further 

VE-LELs
Key 

Infrastructures
Integrated 

Vision
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developments in technology, education, and society. Despite its benefits, underfunding 

is common in public statistics-producing bodies, and data quality often suffers from 

severe drawbacks. There is not only a policy case for improving data, but also a business 

one (Loshin, 2010). 

Improving the Core Estimates of Visitor Activity 

The bases for a strong measurement system are embodied in the Fundamental Principles 

of Official Statistics approved by the United Nations Economic and Social Council (United 

Nations, 2013).  These highlight several key areas, including: 

1) Statistics should meet the test of practicality, be timely and cost-efficient, and 

minimize the burden on respondents; 

2) Coordination is vital between statistical agencies in a country/region, to ensure 

consistency and efficiency of statistical systems; and 

3) Statistics should be presented according to scientific standards on the sources, 

methods and procedures of the statistics. 

In Puerto Rico, several discrepancies arise from the different methodologies used to 

measure the VE. As shown before, the PR Planning Board’s estimate of total visitors and 

visitor spending differs significantly from the Visitor Survey estimates, with low clarity as to 

which estimate is more reliable. In addition, visitors have long been measured in terms of 

tourism instead of a broader, more holistic approach.  

The international best practice has long been the development of a Tourism Satellite 

Account, as suggested by the System of National Accounts (SNA) guidelines, in order to 

share the same conceptual framework as the SNA and produce comparable indicators 

(United Nations, 2008). This is a broad-reaching, fundamental change in the current 

procedures to measure the VE in Puerto Rico and will require a concerted inter-agency 

effort to produce it in a timely, reliable manner. While retaining this as a long-term goal, 

it is more realistic to improve existing measurement areas, harmonizing them towards 

eventually becoming part of the TSA. 

Some possible indicators for change include: 

1) Employment generated in tourism activities; 
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2) Internal tourism consumption; 

3) Purchases and sales of tourism-related goods and services (tourism trade 

balance); 

4) Public expenditure on tourism at all levels – federal, state, and local governments; 

5) Investment in tourism activities by sector; and 

6) Number of tourists. 

Many of these components already exist but have not yet been integrated in a manner 

consistent with the TSA. For example, government collective spending in agencies, 

municipalities, and the federal government is published yearly, but would need to be 

separated to account separately for programs pertaining to tourism. Likewise, investment 

as a part of the national accounting system divides construction investment into tourism-

related categories (e.g. hotels) but does not account for the same distinction in 

machinery and equipment purchases. Other components, on the other hand, are either 

severely outdated, discontinued, or measured in a manner inconsistent with the SNA. 

Finally, the VE consists of much more than tourism, and includes other important 

categories of visitors which need to be accounted separately, such as visiting human 

capital (e.g. students, researchers), the diaspora and business visitors. However, in many 

cases, indicators which distinguish between types of visitors pose a much higher 

complexity in terms of responder/measurement burden under the current measurement 

framework. 

Improving Measurement of the Key Infrastructures 

In addition to the core estimates of visitor activity, several additional measures pertaining 

to the VE infrastructures need to be addressed. These will complement and enhance 

both planning and execution dimensions of any VE-BEDS 

The following table summarizes the new proposed metrics for the key infrastructures in the 

VE. 
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TABLE 27 

 

Metric Reason/Explanation

Inventory of Infrastructure – a database detailing public and 

private sector facilities within a v isitor cluster, including a) the 

offerings of each building (rooms, specialty cooking, public 

serv ices, etc.)

Provides a detailed overv iew of the region’s economic and 

visitor potential

Creates insight for many other infrastructures (e.g. cultural, 

social, environmental, and knowledge)

Serves as general improvement for national accounting, 

municipal development and environmental planning

Statistics on the quality of the infrastructure (e.g. age of 

structure, depreciation, date of last restoration) for the 

infrastructures within a v isitor cluster

Allows measurement of strengths and weaknesses of the 

available infrastructure, as well as additional investment 

needs/opportunities

Estimates of Physical Carrying Capacity of Visitor Clusters – area 

of cluster * v isitors / area * daily duration

Serves as an exploratory indicator of the potential v isitor 

demand that can be supplied by the existing infrastructure

Estimated number and distribution of v isitors in amenity-type 

structures within a v isitor cluster

Serves as an indicator of the cluster's "critical mass" in terms of 

social infrastructure (Do v isitors frequently gather around these 

areas? Which areas attract more "critical mass"? Do they incur 

in externalities which need to be addressed?)

Visit expenditures by v isitor cluster

Measures the social infrastructure demand around each cluster

Allows comparison of clusters and regions -- which areas are 

best-performing? High per-capita spending or high volume of 

v isitors?

Spatial distribution of amenities

Critical planning tool to develop all infrastructures -- better 

zoning, incentives, coordination of marketing and 

entertainment strategies

Additional Questions for Visitor Survey:

On a scale of 1 to 10, how much did you enjoy your v isit to 

[cluster]?

What would you have liked to do during your v isit to [cluster]?

Satisfaction as a proxy for the quality of social infrastructure

Leading indicator of possible enhancements to social 

infrastructure

Eco-friendliness Index of lodging, amenities
An index measuring the eco-friendliness infrastructure of the 

available offer

Waste generated within v isitor clusters A measure of the overall eco-friendliness of the region

Number of trips / passengers to ecological sites and amenities
Highlights the critical mass for key areas such as ecotourism

Implicitly measures the quality of the ecological sites

Visit expenditures in ecological sites and/or eco-friendly 

locations

Indicator of demand for eco-friendly locations and ecological 

infrastructure

Number and Expenditures of Visitors in cultural amenities of 

v isitor clusters

Measures the critical mass and demand for cultural 

infrastructure

Index of Infrastructure Quality
Indirectly measures the readiness for attracting additional 

demand of available offerings

Spatial distribution of cultural activ ities and establishments
A planning tool to enhance the cultural infrastructure, and to 

link v isitors with the unique characteristics of the island.

Number of v isiting professors, sector specialists, students, 

scholars, and researchers

Measure of the competitiveness of Puerto Rico's knowledge 

infrastructure

Specialists as critical networking link -- higher number implies 

greater linkages of Puerto Rico's knowledge infrastructure

Number of collaborative agreements with US and foreign 

universities, and number of participants
Measures the size of the knowledge-sharing economy

Convention bureau statistics on technology, research and 

science
Measures the size of the knowledge-sharing economy

Average ranking of educational institutions in Puerto Rico, and 

comparisons with the US and internationally in select criteria

Indicator of the quality of the knowledge infrastructure, 

particularly that pertaining to research

Source: Estudios Técnicos, Inc. (2018).

Proposed Metrics for Measurement of VE Infrastructures

Physical Infrastructure

Social Infrastructure

Environmental Infrastructure

Cultural Infrastructure

Knowledge Infrastructure
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Appendix I: Recent Economic Performance 

Any development of an economic strategy must start with knowledge of the current 

situation – the fundamental problems, constraints, resources, and opportunities in the 

economy. The following section provides a general analysis of important indicators that 

provide a general background of Puerto Rico’s recent trends. 

Trend #1: Economic Deterioration following Fiscal 2006 

Two main factors have characterized Puerto Rico’s economic performance since 2000: 

1) An average 1.6% decline in real GNP growth during the fiscal 2007-2016 period. Since 

the 2007 fiscal year, the economy has contracted at an accumulated rate of 16.4%. 

2) A decoupling in growth between Puerto Rico’s economy and that of Mainland US. 

Between fiscal years 2007 and 2016, PR’s economy contracted at an average rate 

of 1.5%; in contrast, the US GDP at an average annual rate of 2.1%. 

FIGURE 17 

 

Developments in the Puerto Rico Fiscal Agency and Financial Advisory Authority’s 

Economic Activity Index (EAI) suggest that the Puerto Rican economy ended 2016 with 

yet another decline. The last quarter of 2016 was the steepest, as the index declined by 

2.5% with respect to the previous year. 
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FIGURE 18 

 

Trend #2: Contracting Local Employment and Population 

Following the fiscal and economic crisis, reductions in public expenditures, and structural 

changes in production, employment has experienced a steep decline from fiscal 2007 

onwards. Since the onset of the contraction that year to February 2017, there has been 

a net loss of 163,642 jobs, of which 52% were from the private sector; 44% of all jobs lost 

came from manufacturing alone. 

FIGURE 19 

 

Total salaries in the economy has declined in response, from $27.6 billion in the 2008 fiscal 

year to $24.6 billion in the 2016 fiscal year.  
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FIGURE 20 

 

Puerto Rico’s population declined once again in 2016, reaching 3,411,307 individuals. 

Estudios Técnicos estimates that by 2020, Puerto Rico’s population could fall below 3.3 

million. This means that the impulse from local tourism will decline as the local base 

contracts. 

FIGURE 21 

 

The Role of Migration 

Migration has been a key component in the decline in population. From 2010 onwards, 

there has been a net migration of approximately 360,000 individuals from Puerto Rico 

towards other places. Net migration for 2016 was reported at 64,757 individuals, nearly 

identical to the 2015 total of 65,089. This has disproportionately eroded the prime working 
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age cohorts between 25 and 54 years, with approximately 45% of all emigrants belonging 

to this age cohort (60.7% of emigrants 18 or older). 

AGE DISTRIBUTION OF INDIVIDUALS WHO MOVED TO THE US 

 

Migration trends are expected to accelerate in the coming years, as government 

austerity measures are projected to deepen the economic contraction. 

Trend #3: Growth in the Number and Expenditures of Visitors 

In contrast to the local economy’s performance, there has been a recovery in the 

number of visitors after 2010, owing mainly to an improvement in the United States 

economy after the Great Recession. In fiscal 2016, the number of visitors to the Island 

totaled over 5 million, the second year in a row this number has surpassed 5 million.  

Income Cohort 2010 2011 2012 2013 2014 2015
2011-2015 Average 

Growth Rate

Population 1 Year and Over, 

Moved to the United States
65,978 67,567 68,847 70,191 72,863 79,317 3.8%

1 to 4 years 4,728 4,494 4,362 4,456 4,812 5,197 2.1%

5 to 17 years 13,579 13,133 13,294 13,785 13,964 15,403 2.6%

18 and 19 years 3,169 3,127 3,074 3,186 3,082 3,194 0.2%

20 to 24 years 6,725 7,252 7,605 7,704 8,102 8,627 5.1%

25 to 29 years 7,838 8,517 8,830 8,263 8,460 9,172 3.3%

30 to 34 years 6,565 7,026 6,978 6,917 7,095 8,273 4.9%

35 to 39 years 4,449 4,605 5,173 5,287 5,520 6,134 6.7%

40 to 44 years 4,294 4,042 4,115 4,522 4,335 4,545 1.3%

45 to 49 years 2,887 3,254 3,015 3,061 3,982 4,554 10.3%

50 to 54 years 2,079 2,305 2,205 2,224 2,646 3,000 7.9%

55 to 59 years 2,661 2,980 2,959 3,019 2,934 3,170 3.7%

60 to 64 years 2,060 2,094 2,095 2,194 2,295 2,248 1.8%

65 to 69 years 2,003 1,845 1,844 2,100 2,152 2,112 1.3%

70 to 74 years 1,033 1,039 1,064 1,199 1,424 1,583 9.1%

75 years and over 1,908 1,854 2,234 2,274 2,060 2,105 2.4%

Age Distribution of Individuals Who Moved to the United States with Residence 1 Year Ago in 

Puerto Rico
2010 - 2015

Source: US Census Bureau (2017). American Community Survey 5-Year Est imates (Various Years) [Table B07401PR].
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FIGURE 22 – TOTAL NUMBER OF VISITORS AND DISTRIBUTION BY TYPE (FY) 

 

Visitor Expenditures 

As the number of visitors has increased, so has their spending. Fiscal 2016 marks the 

highest spending point in the 2007-2016 decade. Visitors staying in hotels and paradores 

represent the majority of visitor expenditures, however. From fiscal 2007, the proportion of 

money spent by hotel & parador visitors increased by 9.1 percentage points (44% to 

53.1%). 

FIGURE 23 – DISTRIBUTION OF VISITOR EXPENDITURES BY TYPE (FY) 
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Fiscal Years -- 2007 - 2016

Staying In Hotels & Paradores Staying in Other Places* Excursionists**(thousands)

Source: PR Planning Board (2017). 2016 Statistical Appendix [Table 19]. *Includes guest houses. **Visitors on cruise passenger ships and 
transient military personnel.

44.0% 43.2% 46.1% 48.0% 51.5% 53.5% 54.7% 54.5% 53.5% 53.1%

51.0% 51.3%
48.4% 46.6% 43.1% 41.3%

40.6% 40.2%

40.5%
41.8%

5.0%
5.5%

5.5% 5.3% 5.4% 5.3%
4.7%

5.3%

6.0%
5.1%

$3,413.9
$3,535.0

$3,175.8 $3,210.7 $3,142.8 $3,192.9
$3,310.6

$3,438.6

$3,825.0
$3,984.8

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Distribution of Visitor Expenditures by Type
Fiscal Years -- 2007 - 2016

Staying In Hotels & Paradores Staying in Other Places* Excursionists**(millions of $)

Source: PR Planning Board (2017). 2016 Statistical Appendix [Table 19]. *Includes guest houses. **Visitors on cruise passenger ships and 
transient military personnel.
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Passenger Movement 

The number of passengers travelling through the Luis Muñoz Marin airport (LMM) 

remained above 8 million since fiscal 2013 and surpassed 9 million in the 2016 fiscal year. 

During the first half of fiscal 2017, the number of passengers almost reached 4.4 million.  

FIGURE 24 – PASSENGERS LMM AIRPORT (FISCAL YEAR) 

 

The number of cruise ship passengers peaked in the 2015 fiscal year at 1.5 million, 

declining to 1.3 million in the 2016 fiscal year. In the first half of the 2017 fiscal year, cruise 

ship passengers totaled 684,000.  

FIGURE 25 – CRUISE SHIP PASSENGERS (FICAL YEARS) 

  

 

4,378,234 

9,007,818 
8,534,849 8,480,363 8,377,599 

2016-17*2015-162014-152013-142012-13

Passengers LMM Airport                                        

(Fiscal Years)

Source: PR Statistics Institute. *Until December of Fiscal Year

684,094 

1,327,411 

1,509,787 

1,185,981 
1,038,024 

2016-17*2015-162014-152013-142012-13

Cruis Ship Passengers                                         

(Fiscal Years)

Source: PR Statistics Institute. *Until December of Fiscal Year
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Trends in the Visitor Economy 

The context of Puerto Rico’s visitor economy can be divided into two (2) broad areas: 

1) The external environment – the set of factors contributing to create visitor demand 

and economic participation in the island; and 

2) The internal environment – the local economic performance and capability to 

effectively absorb the resources brought by the island’s visitors. 

The former depends upon promotional efforts by public and private agents in the island, 

as well as the economic, social and physical characteristics of the visitor’s jurisdiction. On 

the other hand, the latter depends upon endogenous policymaking, the economic 

structure, and performance.  

This section summarizes the most important trends in the external environment. The 

analysis is subdivided into two main sections: US trends, and trends in the international 

sector. 

Trends in the US 

Because of its size, proximity, and institutional continuity, the most important market in 

Puerto Rico’s visitor economy is the US. According to the PR Visitor Profile by the Planning 

Board (2015), it represents more than 90% of the total visitors arriving to Puerto Rico. 
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TABLE 28 

 

While the US is by far the largest market for Puerto Rico, it is vastly underrepresented in 

the western and northern regions of the US. The majority (82.5%) of Puerto Rico’s visitors 

come from the eastern (45.1%) and southern regions of the US (37.4%). Approximately 

15.9% came from the western part of the US. 

TABLE 29 

 

Place of Origin
Percentage 

of Visitors

US 91.1%

Canada 1.5%

Dominican Republic 1.1%

Mexico 0.8%

England 0.5%

Venezuela 0.3%

Colombia 0.3%

Argentina 0.3%

British Virgin Islands 0.3%

Spain 0.2%

Other Countries 3.7%

Place of Origin of Puerto Rico 

Visitors
Fiscal Year 2012

Source: PR Planning Board (2015). Perfil del Visitante 

2011-12 [Figure 1].

East 45.1%

South 37.4%

West 15.9%

Other Jurisdictions 1.6%

Distribution of US Visitors by 

Region of Origin
Fiscal Year 2012

Source: PR Planning Board (2015). Perfil del 

Visitante 2011-12 [Figure 2].
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Real GDP Growth 

Real GDP growth in the US for the first quarter of 2017 was 1.9%, practically unchanged 

from the previous quarter’s growth of 2.1%. GDP is forecasted to rise to 2.6% in the second 

quarter of 2017.137 

FIGURE 26 

 

Consumer Confidence 

Consumer confidence has been on the rise. The continued strength in consumer 

sentiment has been due to optimistic views on three critical components: higher incomes 

and wealth, more favorable job prospects, and low inflation expectations. This further 

strengthens prospects for US visitors to the island. 

                                                 
137 Wolters Kluwer, Blue Chip Economic Indicators, 42: 3 (March 10, 2017), p. 5.  
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FIGURE 27 

 

Labor Market 

The U.S. economy added 473,000 new jobs in January and February of 2017, the best 

performance since summer of 2016. Increases were reported in almost all industrial 

sectors, including construction (98,000), professional and business services (83,000), 

health care and social assistance (58,600), retail trade (40,000), and manufacturing 

(39,000). 

FIGURE 28 

 

The unemployment rate averaged 4.7% during the two months of the first quarter, almost 

unchanged from 4.8% in 2016. The participation rate during said period was 63.0%, up 
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from 62.8% in 2016. The employment-to-population ratio138 edged up slightly to 60.0% from 

59.7% in 2016. 

International Trends 

International markets have traditionally played a small role in Puerto Rico’s visitor base. 

However, they represent significant new opportunities for future expansion. This section 

reviews important performance trends and characteristics of international markets. 

Global Growth 

Global output growth (GDP) is estimated at 3.4% for this year, increasing to 3.6% for 2018, 

according to the IMF. This trend is expected to be led by developing economies and the U.S. 

Significant downsides remain due to the possibility of increased protectionism and the weakening 

of several key economies in Europe. 

TABLE 30 

 

Per Capita Income 

While the US is the market with the largest per capita income, several international 

countries with relatively large shares of visitors in Puerto Rico have a large income per 

capita. In addition, employer benefits tend to be larger in other countries, with significant 

paid vacation times and sick leave. On the other hand, the transportation cost to Puerto 

Rico of international visitors tends to be much greater. 

                                                 
138 The employment-to-population ratio is defined as the proportion of employed individuals 16 to 64 years old in the civilian 

noninstitutionalized population. 

2010 2011 2012 2013 2014 2015 2016e 2017f 2018f

World GDP 5.4% 4.1% 3.4% 3.4% 3.4% 3.2% 3.1% 3.4% 3.6%

Developed economies 3.1% 1.7% 1.2% 1.4% 1.9% 2.1% 1.6% 1.9% 2.0%

Euro Zone 1.9% 1.6% -0.7% -0.5% 1.1% 2.0% 1.7% 1.6% 1.6%

U.S. 2.5% 1.6% 2.3% 2.2% 2.4% 2.6% 2.3% 2.3% 2.4%

Developing economies 7.5% 6.2% 5.1% 5.0% 4.6% 4.1% 4.1% 4.5% 4.8%

China 10.4% 9.3% 7.8% 7.8% 7.3% 6.9% 6.7% 6.5% 6.0%

Latin America & Caribbean 6.0% 4.5% 2.9% 2.9% 1.0% 0.1% -0.7% 1.2% 2.1%

Puerto Rico* -3.6% -1.7% 0.5% -0.1% -1.8% -0.7% -1.1% -1.8% -4.0%

Forecasts

World Economic Growth: Historic and Outlook, 2010 - 2018

Sources: International Monetary Fund (2017).  World Economic Outlook Update (January 2017); U.S. BEA (2017); Blue Chip Economic Indicators (March 10, 2017); P.R. Planning 

Board (March  2017); Estudios Técnicos, Inc. (2017).     * GNP and fiscal year. Data for 2016 is preliminary.      f = Forecast  e = Estimate
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TABLE 31 

 

Number of Visitors Worldwide 

The international market represents a significant untapped opportunity for Puerto Rico. In 

fact, for the Non-US countries with the largest share of visitors in Puerto Rico (see Table 1), 

their total number of departures was approximately 145.6 million in 2015; in contrast, the 

US represented 73.5 million departures. To put into perspective the opportunity, consider 

that the US represented roughly 3.2 million tourists in Puerto Rico, or 4.4% of the total 

number of (US) departures.139 If Puerto Rico’s share of international departures reached 

half of that in the US, or 2.2%, the number of international visitors would roughly equal that 

of the US. 

                                                 
139 Estimated by multiplying the US share of total visitors by the number of tourists according to the PR Planning Board (Table 

19 of the Statistical Appendix). 

Country
Gross National 

Income per capita
GDP Growth

US 57,540 2.6%

Canada 47,250 0.9%

Dominican Republic 13,600 7.0%

Mexico 16,860 2.5%

England 43,700 2.2%

Venezuela* 8,256 -5.7%

Colombia 7,140 3.1%

Argentina 19,980 2.6%

Spain 28,380 3.2%

Per Capita Income and GDP Growth for 

Selected Countries
2015

Source: World Bank (2017). World Development Indicators.  * The midpoint of 

the upper middle income. **  PPP adjusted (US dollars)
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TABLE 32 

 

Local Trends 

GDP in Accommodation 

GDP in the accommodation sector has steadily risen since fiscal 2009, reaching $645.1 

million in fiscal 2016. This growth is expected to continue, fueled by increases in the 

number of visitors and total visitor expenditures.  

FIGURE 29 – GDP ACCOMMODATION 

 

Employment in Accommodation 

Employment related to the accommodation sector has mostly increased since a trough 

in 2010. In 2015, employment almost reached 15,000, a slight decline from its 2014 total. 

Country Number of Departures

United States 73,453,000

United Kingdom 65,720,000

Canada 32,267,000

Mexico 19,603,000

Spain 14,407,000

Argentina 7,807,000

Colombia 3,860,000

Venezuela 1,539,000

Dominican Republic 478,000

Source: World Bank (2017). World Development Indicators.

Number of Departures by Selected Countries
2015

$555.1 $561.3
$515.6 $517.2 $521.9

$549.7
$586.1 $596.4 $620.8 $645.1

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

GDP in Accomodation
Fiscal Years -- 2007 - 2016

Source: PR Planning Board (2017).2016 Income & Product Accounts [Table 10].

($ millions)
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The largest source of employment in accommodation were casino hotels, followed by 

(non-casino) hotels & motels.   

FIGURE 30 – ACCOMODATION EMPLOYMENT 

 

Construction of Hotels & Hotel Villas 

Hotel construction investment has stagnated after a significant drop in fiscal 2008. 

Investment in the construction of hotels & hotel villas declined significantly in fiscal 2008, 

from over $534 million to $289.9 million the next fiscal year. Investment in hotels continued 

to decline thereafter, reaching an all-time low of $214.7 million in fiscal 2014. Investment 

in the construction of hotels and villas during fiscals 2015 and 2016 approximated $224 

million per year, marking 8 consecutive fiscal years of hotel construction investment 

below $300 million. According to Fajardo (2016), the total number of hotels in the 

development pipeline decreased from 674 in 2015 to 449 in 2016.140  

                                                 
140 R. Fajardo, “Number of Hotel Rooms in Pipeline for Puerto Rico Drops,” Caribbean Business (March 15, 2016). At: 

http://caribbeanbusiness.com/report-number-of-hotels-rooms-in-pipeline-for-puerto-rico-drops-from-674-to-449/. 

6,184 6,276 5,984
4,563 4,548 5,025 5,554 5,878 6,597 6,626

8,200 7,770 7,606

7,738 7,712 7,656
7,904 8,303

8,399 8,060

320 297 337

316 315 264
296

317
295 285

14,704 14,343 13,927

12,617 12,575 12,945
13,754

14,498
15,291 14,971

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Accommodation Employment
2006-2016*

Other Casino hotels Hotels and motels, except casino hotels

Source: BLS (2017). Quarterly Census of Employment and Wages.
*Jan-Sep

http://caribbeanbusiness.com/report-number-of-hotels-rooms-in-pipeline-for-puerto-rico-drops-from-674-to-449/
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FIGURE 31 – INVESTMENT IN HOTELS & HOTEL VILLAS 

 

Public Spending in Promotional Efforts 

Puerto Rico’s tourism efforts increased significantly from fiscal 2014 to fiscal 2015. The 

Puerto Rico Tourism Company (PRTC) increased its promotional expenditures by $10 

million (20%) for that period, and remained above from fiscal 2015 to fiscal 2017. The PRTC 

promotional budget represented between 50% and 55% of the agency’s total yearly 

budget for the period. 

FIGURE 32 

 

  

$480.6 

$534.3 

$289.9 $295.1 
$278.8 

$241.7 
$223.3 $214.7 $224.8 $224.2 

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Source: PR Planning Board, Statistical Appendix 2016.
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Appendix II: Methodology for Obtaining Sample Estimates from the PR 

Visitor Survey 

The 2011-12 PR Visitor Survey is a two-stage cluster sample of flights and visitors to Puerto 

Rico. It consists of approximately 27,000 observations of visitor groups from 3,350 flights, 

covering information such as: 

1) Visitor expenditures by type; 

2) Purposes of visit; 

3) Place of accommodation; 

4) Occupation; 

5) Employment status; and 

6) Demographic characteristics. 

Sampling and Estimation 

The sampling procedure used involves selecting a random sample of flights, and 

afterwards selecting a random sample of visitor groups in each flight to perform the 

interview. The multi-stage nature of this approach implies a reweighting procedure is 

needed to obtain parameter estimates. However, unlike stratified sampling, weights do 

not exist for all components of the primary sampling unit (PSU).141 Therefore, an unbiased 

estimator must be calculated using the following formula: 

θ̂ =
∑ 𝑤𝑖𝐸[𝑝𝑠𝑢𝑖]
𝑚
𝑖=1

𝑛
× 𝑁 , where 𝐸[𝑝𝑠𝑢𝑖] =

∑ 𝑥𝑗
𝑛𝑖
𝑗=1

𝑛𝑖
is the sample intra-cluster mean across the 

primary sampling unit. 

To obtain subtotals for particular sets of variables, the intra-cluster means were evaluated 

using only those observations in the particular subgroup, while the weights themselves 

were also rescaled using the proportion of per-individual weights meeting the condition. 

Averages were obtained by weighting the totals for both the variable values and the size 

of the relevant population and then dividing. 

                                                 
141A primary sampling unit refers to the first sampling layer in a multi-stage sampling design. In a two-stage 

cluster sample, it refers to the cluster itself. 
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Data Limitations 

Due to the recursive, correlated structure of its selection procedure, cluster samples 

normally carry a higher standard error than simple random sampling or even stratified 

sampling. 142  In addition, the reliance upon sample means from small observational 

groups makes the estimates highly sensitive to extreme values found in the observations. 

It is not possible, however, to simply remove outliers, as they typically represent more than 

one individual within their PSU. 

  

                                                 
142For a reference regarding the distribution of complex samples and inferential procedures, see Kish, L., & 

Frankel, M. R. (1974). Inference from Complex Samples. Journal of the Royal Statistical Society (Series B), 36(1), 

1-37. 
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Appendix III: Methodology for the Estudios Técnicos, Inc. Input-Output 

Simulation 

Instead of estimating an input-output matrix directly, Estudios Técnicos, Inc. developed a 

mixture simulation of the I-O matrices. As its name implies, it is a mixture of several different 

distributions, each centered at a particular I-O matrix as mean, with a variance 

determined by the following conditions: 

1) The historical variability of the technical coefficients; 

2) The concordance of industrial sectors across time; and 

3) The availability of evidence for structural change. 

This simulation essentially provides the researcher with a sampling universe of possible 

values for the future I-O matrices. Quantiles from the simulation can serve as point 

estimates, and can then be used to estimate economic impacts. I-O matrices from fiscals 

1982 to 2007 were used to construct the mixture. 

The Multivariate Laplace (ML) Distribution 

At the heart of the simulation is the sampling distribution used to construct the data 

matrices. The distribution used for this simulation was the Multivariate Laplace (ML) 

Distribution (Eltoft, Kim, & Lee, 2006).143 This is a multivariate generalization of the Laplace 

distribution, which is commonly used as a prior for the parameters of sparse Bayesian 

regression models (Park & Cassella, 2008).144 The ML Distribution was used for estimation 

due to its shrinkage property; that is, depending upon the value of a shrinkage parameter 

λ, coefficients are inherently shrunk towards 0 via penalization. This corresponds to an 

assumption of efficiency with respect to industrial sectors; that is, to generate a particular 

level of output, each industry seeks to minimize the inputs it utilizes from other sectors. 

                                                 
143 Eltoft, T., Kim, T., & Lee, T. (2006). On the Multivariate Laplace Distribution. IEEE Signal Processing Letters, 13(5), 300-303. 

144 Park, T., & Casella, G. (2008). The Bayesian Lasso. Journal of The American Statistical Association, 103(482), 681-686. 
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Structural Adjustments 

Not all coefficients were estimated directly by the ML distribution. For example, 

coefficients for which evidence of structural change was available were either fixed to 

a particular known value as mean, and allowed to vary according to the level of 

confidence in said value, or were pre-fixed to a known value (e.g. 0 for sectors which 

have obsoleted over time). 

Sample Decay 

The matrix draws were not uniformly distributed, but rather decayed throughout the time 

period. The decay was estimated by creating a discount index. The latest year was set 

to 100, and the inverse growth in output was subsequently applied to the output vectors 

until reaching fiscal 1982. This was later recalculated into proportions, which served as 

prior probabilities for drawing the mixed samples. 

Estimating Impacts 

To estimate the final demand or production impacts, an estimate of the final visitor 

demand per industry was multiplied by each of the sampled matrices. Quantiles were 

then chosen which represent the direct and impact of the visitor economy’s demand 

upon output. These were converted afterwards into employment via the usage of 

estimated employment coefficients for fiscal 2013. 


