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Economic Benefits and Costs of Tourism for Destinations
	Tourism is recognized all over the world as one of the largest and fastest developing economic sectors. Presently, tourism is widespread all over the world. All year round, millions of people all over the world travel to different countries for holiday and adventure. According to the United Nations World Tourism Organization, in 2014, over 1.1 billion tourists traveled abroad to different countries all over the world (UNWTO, 2015). This relates to about 4.7 percent increase of tourists from 2013 (UNWTO, 2015). This increased rate contributed significantly to world economic recovery. 
	According to Ardahaey (2011, p. 206), tourism can be viewed as, “A bundle of goods and services combined together with a fixed proportion.” The author further states that tourism is a collection of various interrelated industries that sell goods and services to tourists as well as to a range of customer including travel agents, tour operators, hotels, and airlines among others. Meyer and Meyer (2015) define tourism from a demand-side perspective as activities of individuals traveling to and staying in areas outside their home environment. Tourists can be overnight or same-day visitors. Tourists require various products and services. These needs are supplied by the local community and businesses through material, capital, and labor. Some of the industries related to tourism include transportation, travel brokers, retail and financial services, amusement, food and beverage, culture, and accommodation (OECD, 2010) 
	Tourism has become a lucrative business, which brings benefits to a country’s economy. Many countries have managed to grow their economies with increased economic participation via the development of tourism. According to Eadington and Redman (1991), a lot of countries and regions have realized that tourism is becoming a dominant sector that is replacing the manufacturing, extractive, distribution, and agricultural based activities as a major source of revenue generation and job creation. 
	Globally, and particularly in developing countries, tourism is identified as a significant tool to promote local economic development and reduce poverty as an alternative to traditional economic sectors like industrialization (Chou, 2013). There are three ways that tourism activities within a destination area help to reduce poverty. First, tourism development results in increased employment opportunities and increased wages. Second, tourism development has an indirect economic impact on value chains from sub-sectors like construction, transportation, and food among other sectors. Third, tourism development in a destination area has a wide range of dynamic impacts including improved business climate for small and medium scale enterprises, livelihood strategies for households, and development of infrastructure (Meyer & Meyer, 2015).   
	Tourism has been globally recognized as an effective sector for economic growth. The most significant economic aspect of activities related to tourism is that they allow the diversification of the local economy, attract foreign exchange earnings and investment which leads to improved balance of payments, job creation and income, regional development, and the stimulation of domestic household consumption. Studies have also found that there is a positive relationship between tourism development and economic growth, which allows the establishment of new businesses, particularly small and medium scale enterprises (Meyer & Meyer, 2015). In this respect, tourism plays a key economic role as a driver of economic development. The effect that tourism has on economic development is dependent on various local factors in a country. Given the complexity of tourism consumption, the economic benefits and costs of tourism are felt widely in the production sector.  
	According to the Organization of American States (OAS), it is expected that tourism will continue to grow as a result of factors including population growth, globalization and integration of world economies, and rising incomes (2010). Therefore, there is a need for improved strategies that will effectively manage tourism and enhance economic development (OAS, 2010). This paper looks at the economic benefits and costs of tourism and identifies strategies that can be used to ensure that tourism-related activities contribute to economic development for destinations, region, and the country hosting tourists.  
Economic impacts of tourism
	The economic impacts related to tourism result from the demand and supply relationship within the sector, the related investment expenditure patterns stimulated by the visitors, and the economic structure. Demand and supply factors influence the number of tourists, how many days they will stay, and their expenditure patterns. The characteristics of the economic structure determine its disposition to re-circulate the expenditures internally. According to Meyer and Meyer (2015), the multiplier effect becomes great as the rounds of circulation created in the economy increase.
	Tourists contribute to tax revenue, sales, profits, job creation, and income in a travel destination. The most direct economic effect occurs in the primary tourism sector service provider namely; restaurants, lodgings, amusements, retail trade, financial services, and transportation. The most significant negative impacts of tourism include inflation, infrastructure costs, financial leakage, and economic dependence. Tourism also has a secondary effect on other economic sectors directly or indirectly associated with tourism (Kumar, Hussain & Kannan, 2015). It is important to note that there are various categories of economic impacts resulting from tourism activities within a destination. The following are examples of economic impacts of tourism that are usually not directly discussed in the assessment of the economic impact of tourism. They include:
Changes in prices: – sometimes tourism activities in a destination area inflate retail prices and cost of living in the area especially during peak season.
Changes in the quantity and quality of goods and services: – increased tourism activities in a destination area may lead to provision and availability of a wide range of goods and services both high and low quality than without tourism.
Changes in taxes: – in the presence of tourism activities in an area, taxes levied to cover the cost of local services may decrease or increase. In some cases, taxes collected indirectly or directly from tourism activities in an area may yield lower local taxes. In other cases, higher taxes may be collected from the locals living in the tourism destination area to cover the costs of added infrastructure and services. 
Economic dimensions of environmental and social impacts of tourism: – increased population of tourists in a tourism destination area results in increased waste generation. This increases the costs of waste management to avoid waste pollution in the area. Improvement and provision of additional amenities within a tourism destination area may also attract people such as job seekers or retirees to locate in the area. 
Economic benefits of tourism
	The tourism sector provides various economic benefits for destinations. Among the positive impacts include increasing domestic income and foreign exchange earnings, improvement of infrastructure, creating jobs, and contributing to an economic multiplier effect. Tourism creates domestic income and wealth for individuals, local councils, private companies, and the government – from the modest income earned by a family running bed and breakfast accommodation business to millions made by a large travel company, and billions earned by the government from the tourism sector in the country (Kumar, Hussain & Kannan, 2015). 
	The amount of money that tourists spend in a destination or country makes a considerable contribution to the region’s or country’s balance of payments (Kumar & Husain, 2014). Revenue generated from tourism-related activities boosts the economic well-being of the destination area. This benefit is enhanced by the multiplier effect. Studies have found that the amount that a tourist spends in an area is re-circulated within the local economy (Kumar, Hussain & Kannan, 2015). 
	Governments all over the world encourage the development of tourism because of the ability to create jobs, particularly within a travel destination. Tourism creates direct employment opportunities in hotels, travel agencies, transport operators, tour operators, and tour guides (Kumar, Hussain & Kannan, 2015). Tourism activities also create indirect employment opportunities within sectors that are not directly related to tourism. Examples of indirect job opportunities include banking, construction, and transport companies. 
	Kumar and Hussain (2014) state that other than creating employment opportunities and generating revenue and income, tourism also contributes to the improvement of infrastructure within destination areas. Examples of infrastructure that get improved with tourism development include road, airport development, telecommunication improvement, and utilities such as power supply and water. In this way, the local community in the destination areas also benefit from an improved infrastructure that is provided to the tourists (Kumar, Hussain & Kannan, 2015).
Economic costs of tourism
	Although the economic impacts of tourism activities are generally positive, there are various economic costs generated by tourism development in destination areas and countries. Some of the economic costs include seasonal employment and the decline of traditional jobs, financial leakage, and an increase in the cost of living. Financial leakage happens when the revenue generated from tourism activities is lost from a destination area. This happens when tourism resources or facilities such as hotels or tour companies are owned by multinational foreign companies who take away the profits away from the destination areas (Kumar, Hussain & Kannan, 2015). 
	Financial leakage also occurs during the procurement of goods and services. Large travel and tour companies procure goods and services in one place to get a wholesale discount. This negatively affects businesses especially retail traders at the destination areas because of lost business opportunities taken by wholesale traders outside the tourism destination areas (Kumar, Hussain & Kannan, 2015).   
	Tourism development within a destination area also causes loss of traditional jobs. When tourism develops in a destination area, workers from primary sectors such as agriculture, mining, and fishing move into service jobs within tourism. Tourist destinations that are not active throughout the year cause the problem of seasonal employment. Seasonal employment puts additional pressure and strain on the national and local resources (Kumar, Hussain & Kannan, 2015).
	An increase of tourists to a tourism destination area makes the price of goods and services to increase especially if demand is high during peak season. This affects the people from the local area who are forced to higher prices for transport, food, entertainment, and drinks. The local council may levy additional charges to finance the improvement of services and facilities for tourists in a destination area (Kumar, Hussain & Kannan, 2015).
Strategies to ensure that tourism contributes to economic development in a destination area 
	Globally, the tourism industry is changing. For a country to make the most out of the economic development opportunities arising from tourism, it is important to adapt. Local governments and stakeholders within tourism destinations can work together and play a key role during the adaptation process. The government and stakeholders should consider how they can utilize the country’s strong tourism destinations and products to diversify the economy, develop other economic sectors, and make them resilient to economic shock (Creaco & Querini, 2003).  
Supporting and investing in home sharing tourism industry as a tool for economic development
	Traditionally, tourists stay at hotels and lodges that are owned by international companies and do not engage with the local people. This results in financial leakage because it concentrates expenditure within an international conglomerate rather than benefiting the host community (Meyer & Meyer, 2015). However, tour and travel are changing with trends shifting towards nontraditional tourism including home sharing, which allows engagement with the local community and experiencing the local lifestyle. 
To enhance economic development within travel destinations, it is important to ensure that tourists’ expenditure is retained within the destinations (Creaco & Querini, 2003). An effective strategy is diversifying economic benefits from tourism by supporting and investing in home sharing tourism. This strategy would allow the distribution of tourism’s economic benefit across value chains within the destination area that is not frequently visited by tourists. 
Organizing the tourism industry
	The tourism industry is broad and complex. It involves various stakeholders and businesses from local governments, hotels and restaurants, tour and travel companies, construction companies to manufacturing companies. It is important that the tourism industry is not considered as an informal and fragmented part of a country’s or tourism area’s economy. To achieve this, coverage and standardization of tourism data in the destinations should be increased. Quality standards should also be developed across all tourist destination areas. 
Develop economic links and inclusion
	To ensure that tourism contributes to economic development within tourist destination areas, the government and local authorities within destination areas should develop links to the local economy. For example, market institutions can be developed, which will make it easier for tourism enterprises to source locally. Market institutions will also enable programmes that assist local businessmen to provide the capital required to develop a tourism business (Meyer & Meyer, 2015). 
Explore opportunities for collaboration
	To ensure that tourism contributes to equal economic development for destination areas across the country, it is important to explore further and capitalize on collaboration opportunities. Collaboration strategies can be developed to attract tourists to destination areas that have different tourism products but receive few tourists (Meyer & Meyer, 2015). 
Develop and promote sustainable tourism
	Tourism activities result in both economic benefits and costs within tourist destinations, particularly on the environment. Unplanned and uncontrolled tourism activities can cause environmental deterioration, which would compromise tourism development. Being the primary source of tourism products, the environment should be protected (Creaco & Querini, 2003). Protecting the environment would not only ensure further growth of tourism in the future but contribute to economic development for destination areas. This is true with regard to the fact that tourism is based on the natural environment and historical-cultural heritage preserved in the environment (Freytag & Vietze, 2012). 
	To protect the environment and ensure that tourism growth in the future, it is important to adapt and integrate sustainable tourism practices in tourism destinations. Sustainable tourism will ensure that tourism continues to contribute to economic development in the destination areas for many years through optimum use of natural resources including minimizing ecological, social and cultural impacts; and maximizing benefits for conservation and local communities (Freytag & Vietze, 2012). Sustainable tourism also involves the development of management structures that achieve sustainability of economic benefits from tourism in the destination areas (Creaco & Querini, 2003). 
Conclusion
	Tourism is recognized as one of the largest and fastest developing economic sectors. Currently, tourism has become a dominant sector that is replacing primary sectors including manufacturing, extractive, distribution, and agricultural based activities as a major source of revenue generation and job creation. Tourism is also used as a tool to promote local economic development and reduce poverty. The most significant economic benefits of activities related to tourism in a destination area include the diversification of the local economy, attract foreign exchange earnings and investment which leads to improved balance of payments, job creation and income, regional development, and the stimulation of domestic household consumption. Tourism development in a destination area also causes various economic costs including seasonal employment and decline of traditional jobs, financial leakage, and increase in the cost of living, infrastructure costs, and economic dependence. For a country to make the most out of the economic development opportunities arising from tourism, it is important to diversify the tourism economy, develop other economic sectors related to tourism, and make them resilient to an economic shock. Some of the strategies that can be used to ensure tourism enhances economic development for destinations include supporting and investing in home sharing tourism, considering tourism as an important part of a destination area’s economy, develop economic links to the local economy, explore opportunities for collaboration, and develop and promote sustainable tourism within the tourism destination area. 
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