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SUSTAINABLE DEVELOPMENT OF TOURISM, SOCIAL AND ECONOMIC
GROWTH, PRESERVATION OF LOCAL CULTURE AND TRADITIONS, LOW
CARBON AND LOW IMPACT TO BIODIVERSITY: HOW CAN A FINANCIAL
INSTITUTION BE PART OF THE CHANGE?

The tourism industry is shaped by the combination of different industries that all together will
integrate and build the experience of travelling. When a tourist starts a journey, he or she will need
the support of many different sectors of the economy, from transport to accommodation, food, trav-
el agents, electricity, clothes and accessories, arts crafts, and many others. Considering all stake-
holders involved in tourism industry and social, economic and environmental impacts related, the
industry also has an important role in sustainable economy. The combination of the impacts gener-
ated by tourism towards sustainable development of businesses is the main issue of this paper. The
sustainability concept is rapidly being embedded into tourism and the related business, which will
contribute to supporting the necessary changes at all levels of the local economic development.
Keywords: sustainability; tourism; sustainable development; social responsibility; partnership; col-
laboration, governance; code of conduct; sustainable tourism.

Byk Paiuesiu, Xyzio bin, Pane I'nomasiu
CTAJINI PO3BUTOK TYPUCTUYHOI TATY31, COIIAJIBHO-
EKOHOMIYHE 3POCTAHHSA, 3BEPEXKEHHS MICIIEBOI
KYJIBTYPU TA TPAI[HHIPI, 3SMEHIIIEHHA BUKUJIIB
TA 3BEPEXXEHHS BIOPISBHOMAHITTAL:
POJIb ®PITHAHCOBUX YCTAHOB

Y cmammi nokazano, wo mypucmuuna 2aay3v popmyemocsa nocOHaHHAM Pi3HUX 2aay3ell,
AKI CRiALHO NOKpawiyromo ymoeu, noe'sazauni 3 nodopoxcamu. Y mypucmuunii noizoui
3HA000AAMBCA AK MpPaAHcnopm i KHcumao, maK i XapuyeawmHs, eieKkmpoenepeis, 0dse ma
akcecyapu moujo. 3 ypaxy8anHsam ycix yux ckaaooeux i 6ionogionozo couiaibHozo, eKOHOMIMH020
ma eKo0402iMH020 GNAUBY MONCHA CIBEPOIHCYBANU, W0 NYPUIM 2PAE 6ANCAUBY POAL Y CIAAOMY
possumky. Onucano xKomniexcHuil eénaueé iHoycmpii Ha po3eumok OizHecy i3 3acmMocy8aHHAM
Konuenuii "cmano2o pozsumky" ma niokpecieno HeoOXionicmo 3MiH Ha 6CIX PIGHAX MicUeE020
eKOHOMIMHO020 PO3GUMIKY.
Karouosi caosa: exonoeiunicms, mypusm, cmaauii po3eUmox, CoyianrvHa 6idnosidanvbHicmo,
napmuepcmeo, cnienpaus, Yynpasaints, Ko0ekc noeedinku, eKxomypusm.
Taé. 1. Jlim. 12.

. Byk Paiinyesuu, Xyiuo bun, Pane I‘ﬂomasu:l
YCTOUNYUBOE PABBUTUE TYPUCTUYECKOUM OTPACIJIN,

COIMAJTBHO-PKOHOMUWYECKH POCT, COXPAHEHUE
MECTHOM KYJIETYPBI Y TPAITUIIAN, CHVZKEHUE
BLIBPOCOB Y COXPAHEHUE BUOPA3HOOBPA3UA:

YYACTUE ®UHAHCOBBIX YYPEXIEHUN

B cmamove nokxazamo, wmo mypucmuueckas ompacivb (opmupyemcs couemaHuem
PA3AUMHBIX  ompacael, KOmopvle CO8MECHIHO YAVMUAIOM  YCAOGUS, CEA3AHHbBIE C

! Assistant Professor, University Business Academy, Novi Sad, Serbia.
CEO, Gecko, Sao Paulo, Brazil.
Country Manager, FCG International, Belgrade, Serbia.

© Vuk Raicevic, Julio Bin, Rade Glomazic 2013



HOBUHU CBITOBOI HAYKU 473

nymewecmeusamu. B mypucmuueckoii noezoxe nonadobamcea kax mpancnopm u ycuive, max u
numanue, 31eKmpod3Hepeus, odexcoa u axceccyapot u m.o. C ynemom ecex 3mux cocmagAaouux
U COOMGEMCMEYIOue20 COUUAIbHO20, IKOHOMUHECKO20 U IKOAOUMECKO20 GAUAHUS MONCHO
ymeepicoams, 4mo mMypuzm uzpaem 8adcHyl0 poab 6 ycmouuueom pazeumuu. Onucano
KOMNAeKCcHOe eausHue UHOYCMPUU HA pazeumue OusHeca ¢ npuMeHeHuemM KOHUEenuuu
"yemoiiuugozo pazeumus” u noduepknyma Heo0Xo0uMoCmv U3MeHeHUNl Ha 6cexX YPOGHAX
MECHIH020 IKOHOMUMECKO020 PA3GUMUSL.

Karouesvie caosa: sKo0n02UuMHOCHb,  MYPU3M, YCMOU4UB0e  paseumue, COUUANbHAS
0MEemcmeeHHOCMb, NAPMHEPCMEa, COMpPYOHUHeCme0, YNpasaeHue, KoOeKc NoeedeHus,
2KOMYPU3M.

1. Introduction. Notwithstanding the world economic crisis, the World Tourism
Organization (UNWTO) forecasts 1.6 bln tourists travelling internationally by 2020.
This impressive figure needs the attention of stakeholders in order for the tourism
industry to make its contribution to sustainable development of economies
(UNWTO, 2010).

The UNWTO and the World Travel and Tourism Council (WTTC) have been
promoting the exchange of best practices for sustainable tourism around the world in
order to create awareness among practitioners. Today, there are real cases in opera-
tion showing the links between tourism, economic development, biological diversity
conservation and poverty reduction, providing good examples on how tourism can be
more biodiversity friendly and more socially just (Convention on Biological Diversity,
2010).

The Brazilian Ministry of Tourism, formed in 2003, states the increasing recog-
nition of the importance this industry has for the country's economic development.
Hosting the Soccer World Cup in 2014 and the Olympic Games in 2016 will neces-
sarily generate multimillion dollar investments to accommodate the events and also
to comply with FIFA regulations and the Olympic Commission standards.

A financial institution's primary objective is to provide various forms of financial
services associated with financial activities like debentures, loans, insurance, retire-
ment plans, investments, bank account and many other functions, making money
transactions possible in various tiers of economy. It performs the collection of funds
from private and public investors using then in financial assets. Banks, insurance
companies, stock brokerage firms, asset management firms and microfinance agents
are the examples of financial institutions (Maps of World Finance, 2010).

1.1. The challenge: barriers and opportunities. The current scenario shows that
Brazil has many challenges to overcome in order to enhance its tourism industry, but
if the industry grows along a sustainable path it will help to reduce poverty and vio-
lence as well as preserve biodiversity and cultural heritage. The 2014 Soccer World
Cup and the 2016 Olympic Games will generate the sense of urgency for the neces-
sary changes.

The sustainability challenge in this case is to demonstrate how and why tourism
can be a catalyst for sustainable development in Brazil and the role of a financial insti-
tution in this process. Therefore the main research question of this paper is "What
business opportunities can a financial institution take from working proactively
towards sustainable development of the tourism industry and which benefits may it
derive from this positioning?".
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The undeveloped stage of Brazilian tourism industry today will influence the
level and quality of the information available. Considering that this is an unexplored
approach towards sustainable development of the tourism industry, it will be a great
opportunity for a financial institution to innovate and become a benchmark not only
for the financial segment but for the whole tourism sector. This project can become a
beneficial tool to develop a new strategy to foment the path for the next banking gen-
eration.

2. Scenario, research and analysis.

2.1. The tourism industry as a tool for sustainable development — literature review.

The statement above is part of the Guide for Policy Makers produced by the
United Nations Environmental Programme and the World Tourism Organization and
it represents a statement on how tourism can be a catalyst for sustainability. How
important can the tourism sector be for the preservation of culture and traditions of
host communities? Most importantly, what is the impact on biodiversity from an
industry that forecasts to have 1.6 bln international tourists travelling by 2020?

2.2. Tourism in the world scenario. The role of business in developing a sustain-
able economy is paramount considering that the leading companies of tomorrow will
be responsible for providing services and goods and reaching out for its clients in the
ways that address the world's major challenges including: poverty, climate change,
resource depletion, globalization, and demographic shifts (World Business Council
for Sustainable Development, 2006). Policies to promote sustainable development
should take fully into account the opportunities offered by tourism, considering its
multisegmentation characteristics. Tourism represents today 30% of the world's
exports of services and 45% of the total services exports in developing countries, pro-
viding millions of direct jobs all over the world (World Tourism Organization, 2010,
p. 4). The WTTC estimates that from direct and indirect activities combined, the sec-
tor accounts for 9.9% of the global GDP; 10.9% of the world exports; and 9.4% of the
world investment.

2.3. Tourism under Brazilian scenario. The tourism sector has repeatedly proved
its ability to act positively and imaginatively in the face of major shifts in socio-polit-
ical environments, to play a positive role in low carbon development pathways, and to
create significant opportunities in achieving the Millennium Development Goals
(MDG, 2010).

Brazil has the right combination to be one of the major tourism destinations in
the world; however, inbound tourism makes little contribution to the country's total
export earnings. With slightly over 5 min visitors a year, tourism has small participa-
tion in the country's development and, most importantly, in its sustainability.

The World Economic Forum (WEF) assessed the Travel and Tourism Industry
(T&T) of 133 countries to develop a comprehensive report to provide a cross-coun-
try analysis of the drivers of T&T competitiveness. The result of this research is the
Travel & Tourism Competitiveness Index, where Brazil appears to be ranked 45th.

The T&T Index is based on 3 broad categories of variables considered the driv-
ing forces of T&T competitiveness and these categories are summarized into 3 sub-
indexes: regulatory framework; business environment and infrastructure; and human,
cultural, and natural resources. Each of these subindexes is composed by a number of
pillars of T&T competitiveness, which are:
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. Policy rules and regulations;

. Environmental sustainability;
. Safety and security;

. Health and hygiene;

. Air transport infrastructure;

. Ground transport infrastructure;
. Tourism infrastructure;

9. ICT infrastructure;

OO\ RN —

. Prioritization of travel & tourism;

10. Price competitiveness in the T&T industry;

11. Human resources;
12. Affinity for travel & tourism;
13. Natural resources;
14. Cultural resources.

Table 1. Brazil Travel & Tourism Competitiveness Index

Travel & Tourism Competitiveness Index
Rank (out of 133) Score (1-7 scale)
2009 Index 45 4.3
2008 Index 49 4.3
T&T regulatory framework 95 44
Policy rules and regulations 94 4.0
Environmental sustainability 33 5.0
Safety and security 130 3.4
Health and hygiene 80 4.2
Prioritization of travel & tourism 84 4.1
T&T business environment and infrastructure 69 3.5
Air transport infrastructure 46 3.8
Ground transport infrastructure 110 2.6
Tourism infrastructure 45 4.0
ICT infrastructure 60 31
Price competitiveness in the T&T industry 91 4.2
T&T human, cultural, and natural resources 4 5.4
Human resources 55 5.2
Education and training 40 5.0
Availability of qualified labor 87 5.3
Affinity for travel & tourism 108 4.4
Natural resources 2 6.4
Cultural resources 14 56

Source: The Travel & Tourism Competitiveness Report 2009 © 2009 World Economic Forum,

WEF 2009, p. 146.

Table 1 shows the index for Brazil and its overall position in the world ranking.
The country ranked 2nd for its natural resources, 14th for its cultural resources and
33rd on environmental sustainability. It also shows the areas responsible for keeping
the country out of the top tourism destinations: bureaucracy, safety and security,

transport network, and price competitiveness (BNDES, 2010).

2.4. The opportunity and the challenge. Winning the bid to host the Soccer World
Cup in 2014 and the Olympic Games in 2016 gave Brazil a new economic perspec-
tive. The critical areas in need for substantial reforms are exactly those pointed out by

the Travel & Tourism Competitiveness Index.
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The relation between tourism, sport and mega-events involves tourism stake-
holders and demands a strong engagement and commitment from the industry in
order to take this unique opportunity and transform it into positive results beyond
2014. From the moment a country wins its bid to host an event it begins to enjoy
important benefits. "One of the tourism areas in which new opportunities have
emerged is sports tourism and mega-events. In the past decade, we have seen these
powerful vehicles for growth emerge as key areas of travel and tourism sector devel-
opment”, Minister of Tourism of South Africa, Marthinus Van Schalkwyk (World
Tourism Organization, 2010).

With those immediate benefits come immediate responsibilities and planning.
Brazil is now in the media spotlight where an increasing international awareness will
naturally lead to a substantial increase in the country's profile as a tourism destina-
tion. This will also create substantial employment, training and qualification in order
to attend to all necessary infrastructure and will benefit local small and medium-sized
enterprises, which represent 98% of the companies and 20% of GDP (SEBRAE,
2010).

There is a consensus among academia and practitioners’ opinions when it comes
to the necessity of a long-term development plan using mega-events as a part of the
strategy not just an end itself. One of the conclusions of the Tourism, Sport & Mega-
events Summit, organized by the UNWTO and the Government of South Africa in
February 2010, was that sports indeed stimulate the tourism economy and can also
play an important role promoting sustainability and low-carbon lifestyle (World
Tourism Organization, 2010).

Mega-events can display Brazilian cultural and natural heritage having positive
and lasting effects on creative industries. It will also reinforce close relations between
tourism, culture, peace and sustainable development, as visitors and local communi-
ties exchange knowledge while understanding and appreciating the roots of their exis-
tence (UNESCO, 2006).

2.5. The opportunities for a financial institution. The main challenge of this paper
is to demonstrate why tourism can be an important tool for sustainable development
and to shape the path to promote necessary changes in Brazilian society. This section
aims to define how a financial institution can participate in this process and con-
tribute to the sustainable development of the national tourism.

Most financial institutions around the world look at the tourism industry with-
out understanding the complexity of its value chain. Tourism is hardly perceived as an
industry by a bank and often treated as a holiday or recreation sector. Besides this mis-
perception there is also a concern related to reputational and credit risks, especially
in developing countries. The research with legal and compliance departments of
3 banks in Brazil showed that money laundering and business informality were the
main reasons for keeping the tourism industry at a safe distance.

After a close examination of Brazilian financial market in order to benchmark
best practices, we did not find any relevant or innovative programme related to the
tourism sector. Financing specific projects and equipment or transactional banking
branded with a tourism appeal are the most common products and services offered by
banks. Organizations established to support economic and social development, simi-
lar to The International Finance Corporation, The World Bank Group and The

AKTYAJIbHI NTPOBJIEMW EKOHOMIKU, Ne9 (147), 2013



HOBUHU CBITOBOI HAYKU 477

Inter-American Development bank, do have institutional programmes designed to
encourage sustainable development of value chains, including tourism, but they usu-
ally depend on local banks in implementing their projects. The Inter-American
development Bank and the Government of Belize for example, are funding through
aloan of US$ 13.3 mln the Belize Sustainable Tourism Program (STP) in response to
the challenges of the tourism sector to grow in a sustainable manner. The main objec-
tive is to reinforce tourism contribution to the local economy (STP, 2010).

In another funding example, the Brazilian Development Bank (BNDES) and
the Brazilian Ministry of Tourism launched in February 2010 a program for tourism,
assigning BRL 1 bln for improvement and/or construction of new hotels for the 2014
World Cup. The maximum term loan for projects is 8 years for reform, modernization
and expansion; and 10 years for new buildings. If the projects are certified as green
buildings they get a 12-to-18 years loan (BNDES, 2010).

Namibia's First National Bank (FNB) states that "recongnises the vital role of
tourism on the development of Namibian economy" and is proud to be the first bank
in the country to show commitment to this industry establishing a dedicated Tourism
Desk offering loans, insurance, foreign currency account and other financial prod-
ucts to business within the tourism sector (FNB, 2010).

How can a financial institution use this massive opportunity to profit and create
added value to society? 12 host cities of the World Cup are also the major capitals in
the country where most branches are concentrated. Street branches are the most
important assets for a bank, considering the close contact it has with local businesses
and community. It can be used as a powerful communication tool to disseminate con-
cepts and also create awareness towards sustainability issues. Regarding safety and
security, Brazil is ranked 130th out of 133 countries at the T&T Index. Reliable tourist
information and multiple-language support can help to minimize the sense of inse-
curity and the branches could become a safe port for specific information related to
the surroundings, like hotels, restaurants, cultural and historical sites, local festivals
etc.

"Javelin Strategy and Research” consulting firm expects the number of online
financial transitions taking place over alternative payment systems, to grow by 30% in
the next 3 years (Roth, 2010). Banks can provide reliable and trilingual tourist infor-
mation with the focus on sustainable business management, responsible tourism, sus-
tainable practices, eco-destinations and so forth, connecting the need for reliable
information with online travel and tourism business.

Lastly, the Federation Internationale de Football Association (FIFA) requires a
Green Goal Programme from the host country in order to minimize environmental
and social impacts within the event (FIFA, 2010). This is also one of the requirements
for organizations to have their businesses related to FIFA's brand, especially the hotel
industry. Banks can finance "green" building and also foment projects related to renew-
able energy, accessibility, energy efficiency, water, transport, landscape and biodiversi-
ty. With the same perspective, a financial institution can create investment funds to
stimulate sustainable tourism projects in 12 regions where the games will take place.

3. Rationale and theoretical analysis.

3.1. Academic and practitioner theory used as information for the paper. There is
extensive and numerous resources available to inform this strategy paper and many
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were accessed and have been indicated in the bibliography. However, in order to sum-
marize the theory and practice, we would like to mention the material that has been
used as a base for all analysis leading to most of the research and conclusions:

- The United Nations World Tourism Organization website is an online publi-
cation available and is the official UN indicator for the tourism industry. Its defini-
tion of sustainable tourism was the basis and guidance for this paper:

"Sustainable tourism should make optimal use of environmental resources;
respect the socio-cultural authenticity of host communities; provide socioeconomic
benefits to all stakeholders; maintain a high level of tourist satisfaction, raising their
awareness about sustainability issues and promoting sustainable tourism practices
amongst them. Sustainable tourism development requires the informed participation
of all relevant stakeholders, strong political leadership and constant monitoring of
impacts" (UNWTO, 2004).

- The World Economic Forum published several reports about the tourism
industry in order to provide useful tools for governments and business leaders. The
Travel & Tourism Competitiveness Report (WEF, 2009) was used several times as a
reference for this paper as well as many economies around the world.

- Brasil Sustentavel (Sustainable Brazil) is a thorough report produced by
Ernst & Young and Getulio Vargas Foundation (FGV) showing the probable socioe-
conomic impacts of the 2014 World Cup on Brazil. All different and important
aspects from the actual scenario and necessary infrastructure to the legacy beyond
2014 were systematically analysed.

- PriceWaterhouseCoopers LLP (PwC) organised a Sustainable Finance
workshop at the Brazilian Association of International Banks (ABBI) in Sao Paulo,
and presented the report "Financing the Future: the Brazil model”, with the chal-
lenges for Brazil's economic future, showing the gaps and necessary investments
related to the World Cup in 2014, and the opportunities for sustainable business
development.

- The implementation of this project requires changes from the organisation-
al perspective, in order to fully understand where and how the sustainable develop-
ment of tourism can take a bank to a higher level of sustainability leadership. Change
management for sustainable development (Walker, 2006) helped to shape the ration-
ale of how change happens and the ways to make it happen.

- The World Travel and Tourism Council (WTTC) works alongside the
UNWTO to provide public and private sector decision makers from the tourism
industry with forecasts and estimates for the impacts of travel and tourism activity,
identifying the industry's contribution to 181 countries across the globe.

3.2. Theory and practice rationale. This paper takes into consideration business
opportunities that the tourism industry is able to generate for 3 major business units
(divisions) within a financial institution with the objective of enhancing their client
portfolio and also their lending/credit portfolio.

Travel and tourism is one of the world's largest industries providing a major stim-
ulus to economic growth and job creation. This is the sentence that begins the World
Travel and Tourism Council climate change report (WTTC, 2010), indicating how
the long-term commitment between the public and private sectors can tackle one of
the most challenging issues of our times. The report also mentions how the council,
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represented by major global organisations, can work actively with governments,
industry associations and international bodies to ensure that the tourism industry
becomes a leading player in a sustainable economy.

WTTC report emphasises 5 steps that can help shape the sustainable develop-
ment of tourism which are in line with the rationale of this strategy paper as proposed
in section 2.3 of this document. The cross-analysis of the themes mentioned by the
WTTC report helps to visualise the alignment between practice and rationale:

1. Accountability and responsibility.

Financial institutions can become an important reference to the industry with its
responsible business practices and transparency in reporting results.

2. Local community sustainable growth and capacity building.

This project aims to generate more business for the wholesale and retail divi-
sions, from microfinance to project finance, SME lending, advisory and support to
entrepreneurship at community level to foment local sustainable development.

3. Educate customers and stakeholders.

This strategy plan is based on educational incentives and awareness programmes
to engage all stakeholders towards the sustainable development of the tourism indus-
try, but most importantly, banks' customers and employees.

4. Greening supply chains.

Developing and implementing simple and effective tools to help businesses to
achieve sustainable management is also essential to fulfil the growing demand from
responsible consumers and to comply with local and international regulations.

5. Innovate capital investment and infrastructure.

By creating sustainability criteria and standards for lending money, a bank can
act as a catalyst in incentivising companies towards sustainable economy, financing
the projects related to clean energy, water, solar power, waste management etc., to
foment the sustainable infrastructure for the travel and tourism industry.

4. Conclusions and recommendations. There is an enormous opportunity for
financial institutions to take leadership and become an important business partner for
the sustainable development of the tourism industry in Brazil. The next 4 years will be
decisive for the country's future, where Brazil can either enhance its tourism compet-
itiveness and foment the path for the sustainable development of this industry, or miss
this unique opportunity and even have it backfire in terms of promoting the country's
image.

The analysis of Brazil's Travel & Tourism Competitiveness Index (WEF) shows
an interesting fact: the attributes that are the main attractions for tourism - human,
cultural and natural resources - are very well ranked and mainly require awareness
and education programmes. On the other hand, the sectors that are holding up the
development of the industry are the ones in need of financial resources.

Recommendations:

1. Develop an integrated strategic plan with all commercial areas in order to
understand the opportunities within the tourism industry and create innovative prod-
ucts and services for tourists and the tourism industry;

2. Focus on the 65 tourism destinations (from the National Tourism Plan 2007-
2010. Brazilian Ministry of Tourism) defined by the National Tourism Plan (Brazilian
Ministry of Tourism, 2007) prioritizing 12 World Cup host cities to prepare, adapt and
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redesign the street branches to become community focus points and "tourism friend-
ly", with tourist support/information and products/services for the tourism sector
(BEP, 2004);

3. Develop a trilingual Internet-based travel and tourism information and busi-
ness centre;

4. Partner with the government, NGOs and development agencies in order to
stimulate the necessary investments in green/sustainable projects for 2014;

5. Implement awareness and educational programmes towards sustainable and
responsible tourism, involving clients and employees having the sustainable tourism
project as part of a long-term institutional positioning.

These recommendations are a part of a long-term strategy focusing beyond 2014.

In 2015 the world will know what legacies the World Cup left for the country. It
can be an historical year considering that it might become a "mutation point" for
Brazil.
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