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Rationale: Economic
Development and the Visitor
Economy

Background on
economic
development

Background on the
visitor economy
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The Visitor
Economy is More
Than Tourism

• The visitor economy goes beyond
tourism expenditures and the number
of tourists in a given location.
• The Visitor Economy extends the notion
of individuals from abroad to
encompass more diverse profiles and
interactions with the local economy.
• Starting from a demand-side
phenomenon (tourism), but also
including additional spillover benefits
and potential opportunities from the
visitor base.
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The

Visitor
Economy
is More
Than

Tourism

Initially, the term
was used as a
synonym for the
“tourism
economy”.

In contrast, the recent
definition by the WTO
refers to

How ETI
reconceptualized the
visitor economy:

…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.

A visitor should be
anyone that is taking a
trip to a main
destination outside
his/her usual
environment,
regardless of the time
and purpose of visit.

(UN World Tourism
Organization, 2008).
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Why a Visitor
Economy
Development
Strategy is
Important
• Loss of our domestic economic base
• Unused/excess infrastructure in some areas and deficiencies in others
• The aftermath of Hurricane Maria
• Puerto Rico’s economy as a small, open economy that is tightly integrated with the
U.S. requires careful management of the island’s openness
• The combination of these factors has created the optimal opportunity for restrategizing our economy based upon greater outward linkages.
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Why a Visitor Economy
Development Strategy is
Important
• More than short-term influxes of external spending
(e.g. visit expenditures), value should be given to
leveraging visitor spillovers in all of its facets to:
• Produce new investment
• Create new emerging markets (creative class, start-ups
& innovation)
• Reuse existing resources optimally

• The visitor economy as a stimulus to economic
development requires an understanding of the
external context and the capacity to relate it to
internal objectives.
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A New Analytical Framework
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:

Social

Physical

Institutional

Knowledge

Cultural

Environmental
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The Visitor Economy: A New Vision
• All the internal resources of a
region interact with the Visitor
Economy.
• In an open-regional economy
visitors must be integrated to
local factor endowments,
instead of overlaying their
expenditure activity.
• The visitor economy requires
more supporting infrastructures
than tourism.
• Integrating all 6 infrastructures in
a coherent strategy is essential
for developing a strong VE.
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The Visitor Economy:
A New Vision
• Rather than focusing on the
expenditure activity, the focus should
be placed on the structures
necessary to potentialize visitor
dynamics.
• The Visitor Economy is developed
through clusters of key infrastructures
that visitors utilize.

• These infrastructures are afterwards
linked with the local economy in
various ways.
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A Key Concept: Visitor Economy
Local Economy Linkages
• Local Economy Linkages are channels of
integration between the local economy and
the visitor economy. They take many forms,
in addition to the xxxxx lodging, etc. that
are used to measure tourism including:

• All of the above requires the existence of a
robust visitor economy

Technology transfers

Mergers and
consolidations

Collaborative
arrangements

Supply chain
networks

Offshoring

External investment
by domestic firms

International division
of labor within the
same firm

Population
movements
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The Visitor Economy: A New Vision
Linkages may be through
tourism or through businesses

Insertion into external value
chains

Target local resources with
external investment
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Measuring the
Visitor Economy
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Conceptual Framework for Measurement
Estudios Técnicos engaged with the FPR to
gauge the linkages of the visitor
economy.
An updated model of the input-output
matrix was developed.
1.

Begin with a Core Estimate of visitor
activity.

2.

Expand the impact through InputOutput model to obtain indirect and
induced impacts upon the economy.

3.

Measure intangible and structural
impacts as additional consequences
of visitor activity.
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Cluster Mapping
A visitor cluster is a region of high
concentration of visitor activity –
presence or spending.

Identifying these clusters is the initial
“snapshot” to successfully manage
the Visitor Economy and its linkages.

Geographical borders – high activity within region, low activity around
region

High presence of key infrastructures for the visitor economy

Driven by hub-spoke behavior of visitors
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Visitor-Based
Economic Development Process

1

Inventory of Infrastructures – number and quality of assets (initial
supply estimate)

2

Measure usage of assets by the Visitor Economy – initial demand
estimates

3

Map hub-and-spoke network of visitors – visitors stay in a hub,
travel to spoke areas for amenities.
Develop. Is it feasible to:

4

• Organize new regional Nodes or Spokes, according to demand and
supply?

Regional approach needed, led by dynamic mapping of visitor
activity
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Core Estimates of Visitor Activity
• Our core estimates began from official sources: however,
several limitations were found in each of the
measurements.
• The lowest value was chosen as a conservative
approach.

Large Discrepancy
in Visitors and
Spending Between
Sources

Comparison of Core Estimates of Visitor Activity
Fiscal Year 2012
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

Source

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.
16

Appendix
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Core Estimates of Visitor Activity: Pros and Cons
Comparison of Measurements of Visitor Expenditures -- Statistical Appendix and Visitor Survey
PR Statistical Appendix

Pros

2011-12 PR Visitor Survey

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.
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Core Estimates of Visitor Activity: Pros and Cons (cont’d)

There are
conceptual
limits in the
currently
available
instruments
for
measuring
the Visitor
Economy.

Designed with tourism in
mind – leisure spending
highlighted (Visitor
Survey)

Low information on visitors
staying in places other
than hotels (PR Planning
Board)

Skewed towards hotels
promoted by the PR
Tourism Company

Do not as of yet
incorporate
measurements of new
and emerging platforms
such as Airbnb, etc.
19

Visitor Survey is Powerful, but…
Visitor Survey has a
complex design, which
may limit precision in
some estimates

The Visitor Survey is leisureoriented, and may require
further evaluation of the
questions to more
accurately measure the
Visitor Economy.

• Two-Stage Clustering – implies two sets of weights based upon hierarchical sampling.

• Values with low number of interviews may be given large weights based upon the
representation of these values in a flight, etc.
• Requires careful consideration when elevating sample (sub)totals, and high
knowledge of sampling methods and statistics.
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Direct and Indirect Impacts

Traditional notion – Input-Output (I-O) Analysis

Two Methodologies: Updated I-O Matrix, ETI I-O Simulation
• I-O Matrix with Updated Employment, Wage, and Imports Components
• Mixture Simulation of I-O matrices

Our core estimate is based upon tourism, a demand-side, consumption
phenomenon. Thus, its direct impact is on final demand (UNWTO, 2008, p. 64).
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Direct and Indirect Impacts

We need a more thorough
measurement of the supply-side
characteristics – the key
infrastructures – that impact the visitor
economy.
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How To Measure Infrastructures?
• General metrics – employment, wages

• Indexes – regional and international comparisons
• Independent surveys – corroborate findings from official metrics

• Specialized metrics for infrastructures
• Delimited to a particular region of high visitor activity (visitor cluster)
• Not available from official metrics, or not detailed enough

• Driven by development needs and pragmatic considerations – not just descriptive
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How To Measure Infrastructures?
Proposed Metrics for Measurement of VE Infrastructures
Physical Infrastructure

Social Infrastructure

Inventory of Infrastructure – a database detailing public and private
sector facilities within a visitor cluster, including a) the offerings of
each building (rooms, specialty cooking, public services, etc.)

Estimated number and distribution of visitors in
amenity-type structures within a visitor cluster

Statistics on the quality of the infrastructure (e.g. age of structure,
depreciation, date of last restoration) for the infrastructures within a
visitor cluster

Visit expenditures (excl. lodging) by visitor cluster

Estimates of Physical Carrying Capacity of Visitor Clusters – area of
cluster * visitors / area * daily duration

Spatial distribution of amenities
Additional Questions for Visitor Survey:
On a scale of 1 to 10, how much did you enjoy your
visit to [county]?
What amenities in [county] did you enjoy the most?
What would you have liked to do during your visit to
[county]?
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How To Measure Infrastructures?
Proposed Metrics for Measurement of VE Infrastructures
Environmental Infrastructure

Cultural Infrastructure

Eco-friendliness Index of lodging, amenities

Number and Expenditures of Visitors in cultural
amenities of visitor clusters

Waste generated within visitor clusters

Index of Infrastructure Quality -- cultural amenities subindex

Number of trips / passengers to ecological sites and amenities

Spatial distribution of cultural activities and
establishments

Visit expenditures in ecological sites and/or eco-friendly locations
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How To Measure Infrastructures?
Proposed Metrics for Measurement of VE Infrastructures -- Knowledge Infrastructure
Metric
Number of visiting professors, sector specialists, students, scholars, and researchers

Number of collaborative agreements with US and foreign universities, and number of participants
Convention bureau statistics on technology, research and science
Average ranking of educational institutions in Puerto Rico, and comparisons with the US and internationally in select
criteria
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Impact of the Visitor Economy
Direct, Indirect, and Induced Impacts
Estimated Impact of Visitors in Puerto Rico
Fiscal Year 2013
($ millions)

Core Estimate of Visitor Activity
(Visitor Expenditures)

$1,779.3

Indirect and Induced Consumption
Expenditures in the Local Economy

$1,115.3

I ndirect

$882.4

I nduced

$232.9

Spending from Additional Sectors

$1,279.1

Gov ernment Expenditures

$279.4

Priv ate Capital Expenditures

$999.7

Total

$4,173.7

Source: Estimates by Estudios Técnicos, Inc. (2017).
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Direct, Indirect, and Induced Impacts

Additional impacts (e.g.
wages, taxes) flow through
the economy, and are
embedded in (not added to)
the demand-side.

Limitation: Based upon a perindustry imputation of
demand sectors, as an official
classification is not available.
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Direct, Indirect, and Induced Impacts
Measurement of the Visitor Economy -- Core, Indirect and Induced Impacts
Fiscal Year 2013
Core Indicator: Visit Expenditures (VEX) -- $1,779.3 million
Indicator

Employment

Total Wages

Consumption Expenditures

Income Tax

Consumption Tax (7% in FY 2013)

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

Source: Estimates by Estudios Técnicos, Inc. (2017). *Includes employment generated from intra-sector linkages. **Corresponds to the tax directly attributed to expenditures by visitors in the island.
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Analysis of Visitor Profiles

Two analyses

Selected by a
Profile Grid

• largest cohorts in spending terms – what is the
typical profile of the demand?
• highest per-capita spending cohorts – potential
niches of opportunity in terms of promotion (larger
expected revenue per promotional dollar)

• Share of Visitor Expenditures (VEX) by purpose of
visit and accommodation type

• Per-capita VEX by purpose of visit and
accommodation type
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Biggest Shares of Visitors by Expenditures
Profile Grid of Largest Visit Expenditure (VEX) Cohorts
Fiscal Year 2012
Accommodation Type
Business

12.1%

2.1%

0.3%

2.1%

16.7%

Events

2.1%

1.5%

0.1%

0.3%

4.0%

Learning

0.1%

0.1%

0.1%

0.1%

0.4%

Leisure

26.5%

14.7%

1.2%

3.8%

46.2%

Local

Total

3.3%

27.8%

0.3%

1.1%

32.5%

Shopping

12.1% of visit expenditures
was performed by visitors
staying in hotels for business
purposes.

Purpose of Visit

Of total visit expenditures,
46.1% are from individuals
staying with friends, family,
and their own property.

Friends, Family & Own Other Accommodations Rentals

0.2%

0.0%

0.0%

0.0%

0.2%

Total

Hotels

44.4%

46.1%

2.1%

7.4%

100.0%

Source: Estimates by Estudios Técnicos, Inc. (2017), using the sample data for the 2011-12 PR Visitor Survey.
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General Characteristics of 4 Largest
Visit Expenditure Cohorts
Profile of Top 4 Spending Cohorts
Fiscal Year 2011-12
Hotel –
Business

Hotel – Leisure

Friends, Family, and
Own – Leisure

Friends, Family, and
Own – Local

Total (Cohorts)

Total (Puerto
Rico)

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

47.0

46.8

46.4

46.4

46.6

46.6

12.1%

12.2%

16.6%

15.2%

14.1%

13.5%

Indicator

Demographics

Average Age
% of travelers less than 16 years old

Source: Estimates by Estudios Técnicos, Inc. (2017), using sample data from the 2011-12 PR Visitor Survey.
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General Characteristics of 4 Largest
Visit Expenditure Cohorts
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General Characteristics of 4 Largest
Visit Expenditure Cohorts
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Biggest Shares of Visitors by Per Capita Spending

Other Accommodations

Rentals

Business

$971

$627

$877

$3,440

Events

$822

$738

$631

$911

Learning

Purpose of Visit

Friends, Family & Own

$916

$70

$3,513

$1,435

Leisure

Accommodation Type
Hotels

$749

$786

$520

$878

Local

• Rentals, in particular,
exhibited higher per
capita spending than most
other visitor cohorts.

Fiscal Year 2012

$879

$745

$889

$906

Shopping

• While the previous analysis
details characteristics of
the largest spending
cohorts, other cohorts may
present significant
opportunities for
expansion.

Profile Grid of Per Capita Spending Cohorts

$1,590

$1,413

$1,091

$1,867

Rentals
represent
untapped
opportunities,
as they have
higher
spending per
capita

Source: Estimates by Estudios Técnicos, Inc. (2017), using the sample data for the 2011-12 PR Visit or
Survey.
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General Characteristics of 5 Highest
Per-Capita Spending Cohorts
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General Characteristics of 5 Highest
Per-Capita Spending Cohorts
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General Characteristics of 5 Highest
Per-Capita Spending Cohorts
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Conclusions
• The study arose because of a concern on the part of the Foundation for Puerto Rico (FPR) and Estudios Técnicos, Inc. (ETI)
that the impact of the Visitor Economy (VE) was much greater than tourism statistics alone suggest. This report is a first step
towards a better understanding of the VE and its role in an economic development strategy.

• ETI was able to use an updated Input-Out Matrix to obtain a better, although still incomplete, idea of the multiple linkages
between the VE and the rest of the economy.

• One of the recommendations of the report is the need to strengthen the information system related to intangibles and
the VE.

• Integration with the external environment now takes place through many channels, each being an important aspect of
the VE’s coupling with the local economy. Understanding these various channels for integrating our economy with the
rest of the world is essential.

• Creating a Visitor Economy Based Economic Development Strategy (VE-BEDS) requires careful harnessing of these VE
local economy linkages for producing a sustainable, growing cluster of industries that drive further development and
growth.

• It requires: 1) clear metrics that correspond to the robustness and magnitude of said linkages, and 2) coherence and
clear signaling among relevant stakeholders in the VE and the local economy to incentivize further linkages in policyrelevant 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.
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Conclusions
• The six infrastructures required for a successful VE-BEDS include (but not limited to) the following:
Social – primarily health and education
Physical – roads, signage, electricity and water
Institutional – the appropriate legal and regulatory framework
Knowledge – University education, connectivity, research facilities
Cultural – strengthening the creative economy
Environmental – urban amenities, beaches, water supplies, nature reserves

• The report considered a number of definitions for the VE and adopted a definition that includes both tangible and intangible
benefits and incorporates those characteristics of traditional tourism as well as the more inclusive characteristics associated
with the VE that transcend traditional tourism.

• The report includes a number of policy recommendations that include the following:
Provide a Policy framework that will permit a VE system management process to be created and operate effectively.
Integrated physical infrastructure planning not only within the infrastructure sub-system but also aligning infrastructure planning
with VE needs.
Strengthen the social infrastructure system not only to serve local population needs but also as a major determinant in making
Puerto Rico an attractive location for VE related activities.
A strong cultural infrastructure is recognized as a powerful instrument for strengthening the VE and reference is made to the
cultural initiatives in the fifties and sixties.
Create the capacity to provide better measurement of the VE is a priority concern and invest in the human capital necessary to
do so.
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