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Introduction
• Tourism is an important economic sector in the region, it: 

Accounts for 14% of region’s GDP 

 Is one of the largest economic sectors in Africa

Accounts for 19% of total exports

Generates 13% of total employment

Projected to grow faster than continent’s average 
growth rate

• But challenges persist – narrow range of products, capacity 
dearth, poor infrastructure, high cost of travel etc. 

Presenter
Presentation Notes
In the region it is valued at over USD 22 billion accounting for 13.6% of GDP, accounts for 19% of total exports, The industry also accounted for more than 8.7% of total investments valued at USD 6.6 billion, and generated 6.3 million jobs, or just over of 13% of total employment. At the continental level, it is projected that at 5%, the tourism industry will grow much faster than forecasted 4.8% average annual economic growth rate for the continent over the next ten years. The region itself is at 1.79% of growing much faster than the continent’s 0.64% annual tourism growth rate.

But the sector faces a range of challenges that hinder its growth prospects, main issues related to destination competitiveness. 



How tourists travel



Steps towards estimating trade in value added 
in the tourism sector

Three phases of the ECA project:
• Mapping of Tourism Value Chains
• Assessment of the economic contribution of 

tourism to the economy through Tourism Satellite 
Accounts methodology (measuring direct effects)

• Analysis of the economic contribution and impact 
of tourism on the  economy of Rwanda based on 
estimated Input-Output Table and Social 
Accounting Matrix (measuring total effects)

Presenter
Presentation Notes
Economic contribution measures the size and overall significance of the tourism industry within an economy (in terms of employment creation, value addition, and the generation of output, income, tax revenue, foreign exchange earnings etc), 
economic impact refers to the changes in the economic contribution resulting from specific events or activities (positive or negative) that comprise ‘shocks’ to the tourism system.  




Objectives of ECA project

• The primary objective - evaluate the economic 
impact of tourism on Rwanda’s economy for the 
year 2014. 

• The specific objectives are to use the input-
output/SAM models to estimate 

(a) the impacts of tourism in terms of (i) output, (ii) 
employment generation, (iii) labour income and 
(iv) total value generation and 

(b) assess the strength of tourism inter-industry 
linkages
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Presentation Notes
Output is the value of production, and is equal to Value Added plus Intermediate Expenditures. Intermediate expenditure is the money spent in purchasing good and services to create an industry’s production.
Labour Income is composed of two components. These are Employee Compensation –the wages and benefits paid to wage and salary employees, and Proprietor Income –the profits earned by self-employed individuals. Thus Labour Income demonstrates a complete picture of the income paid to the entire labour force within the Model.
Value Added is the combination of Labour Income, Other Property Type Income and Indirect Business Taxes. Other Property Type Income (OPTI) includes corporate profits, interest income, and rental payments, while Indirect Business Taxes (IBT) are taxes collected by businesses on behalf of the government. These include sales tax, excise tax, property tax, fees, fines, and licenses. Hence, Value Added accounts for all non-commodity payments associated to an industry’s production. It is can also be defined as gross domestic product (GDP).
Employment is defined to include full and part-time annual average jobs for both employees and self-employed workers. Thus IMPLAN jobs look at all workers, regardless of their average hourly work week. Because this definition is based on annual average employment, seasonal workers are also accounted for in the Employment numbers, so if 12 hotel workers each worked six months of the year, they would account in IMPLAN for 6 annual jobs. This methodology differs from some data sets that look at the number of employees at any point-in-time within an industry





Study Framework

Presenter
Presentation Notes
All impacts have a starting point in the economy, defined as the Direct Effect. 
The Direct Effect sets off iterations of Indirect (inter-industry production used to create the Direct Effect) and Induced (labour) spending. 
Each arrow represents a backward linkage in the impact. 
Large blue arrows represent rounds of local purchases that contribute to the economy of the country. 
Black dotted arrows show leakages of dollars to import goods, services and labour. 
This accounts for transactions that do not stimulate further spending in the economy of the country. 
The circular purple arrows describe the continual rounds of Indirect and Induced impacts. 
Each round of impacts generates fewer local effects and increasing numbers of imports, until all the money invested in the original window’s purchase leaks from the country. 
Profits, savings, and taxes generate no further economic activity for the country. 
This is because profits, taxes and savings represent money set aside for later usage. 
The final result of all the rounds of purchase generated locally by the initial Direct Effect is the Total Impact.




Data Sources and Analysis
EORA multi-region input-output table (MRIO) database:
http://www.worldmrio.com/

Software Packages for Analysis
This study used the IMPLAN (IMpact analysis for PLANning) 

software to evaluate the economic impact of tourism 
sector on Rwanda’s economy. 

IMPLAN economic analysis framework is comprehensive and 
adaptive

For a complete description of sources and methodology for 
construction of the IMPLAN database please refer to the 
IMPLAN Pro User’s, Analysis and Data Guide.

http://www.worldmrio.com/


Direct Effects  
Internal Tourism Expenditure/Consumption, ITE/ITC

(based on Rwanda TSA, 2014)
With total expenditure level of $217 million, the 
tourism sector:
(i) supported about 629 thousand jobs in total 

(13% of all jobs in the economy) 
(ii) generated $137 million as total labour income 

(6.4% of national labour income)
(iii) created $277 million in total value addition 

(6.8% of national value added, GDP) 
(iv) provided $613 million total output (7.3% of 

national output).



Direct Effects from Expenditure 
Impacts



TOTAL EFFECTS
Total Tourism Internal Demand, TTID

(based on Rwanda I-O Table and SAM)

Cumulatively, internal tourism 
expenditure/consumption, investment and 
collective consumption (worth about $447 million) 
(i) created 1.64 million jobs (29%) 
(ii) generated $295 million in labour incomes 

(9.7%)
(iii) $617 million in total value addition (11.1%) 

and 
(iv) $1.33 billion in output (12%)
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Presentation Notes
Total tourism internal demand (TTID) consists of the sum of internal tourism consumption, tourism gross fixed capital formation and tourism collective consumption (TSA: RMF 2008). Internal tourism consumption is the central aggregate that describes the size of direct visitor acquisition within a country of reference. 



Total Effects from all Impacts (A-Individual Expenditure, B- Private and 
Public Investment and C- Government Recurrent Expenditure)



Conclusion
Scenario Analysis

(i) Employment creation was as a result of 7% direct 
effects, 72% indirect and 21% through induced effects. 
For instance, if the target is to increase employment by 
100,000 jobs, the tourism sector needs to create 7,000 
direct jobs. 
(ii) Labour income generation was a combination of 38% 
direct effects, 24% indirect and 38% induced effects. 
If labour income was to increase by $1,000,000 then the 
tourism sector should generate $380,000 through direct 
effects. 
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Presentation Notes
Indirect effect: the secondary impact caused by changing input needs of directly affected industries (e.g., additional input purchases to produce additional output).
Induced effect: caused by changes in household spending due to the additional employment generated by direct and indirect effects.
Direct effect: production changes associated with changes in demand for the good itself; it is an initial impact on the economy
Indirect effect: the secondary impact caused by changing input needs of directly affected industries (e.g., additional input purchases to produce additional output).
Induced effect: caused by changes in household spending due to the additional employment generated by direct and indirect effects.
Direct effect: production changes associated with changes in demand for the good itself; it is an initial impact on the economy




Cont.
(iii) Total value addition in the economy was generated 
through 29% direct effects, 33% indirect and 38% induced 
effects. 
If value added in the economy was to increase by $1,000,000 
then the tourism sector should generate $290,000 worth of 
value addition through direct effects. 
(iv) Total output of tourism goods and services in the economy 
was derived through 36% direct effects, 29% indirect and 33% 
induced effects. 
If required increase in economy’s total output is $1,000,000 
then the tourism sector should generate $360,000 worth of 
output through direct effects ($290,000 through indirect 
effects and $330,000 through induced effects).
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