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Isabel Carrillo-Hidalgo (Spain), Juan Ignacio Pulido-Fernandez (Spain)

MEASURING THE INCLUSIVENESS
OF INTERNATIONAL FINANCING
TO TOURISM IN LATIN AMERICA
AND THE CARIBBEAN

Abstract

Globally, tourism has been identified as a means of poverty reduction and develop-
ment, and as a means of encouragement of females, minorities and small businesses
to better engage in the mainstream of economic life. This paper examines whether
the international and governmental financial support, grated by international financial
institutions, is effectively achieving these aims in Latin America and the Caribbean. A
series of indices are established in the paper that assess the extent to which such fund-
ing includes non-corporate enterprise while also considering the volume and nature of
such funding. It is concluded that the goals of inclusiveness are not being met.

Keywords international financial institutions, tourism,
development cooperation, financial inclusion, funding
JEL Classification  F35,183, 019, Qo1

INTRODUCTION

International financial institutions' (IFIs) have recognized the impact
that tourism can have on economic growth and development, particu-
larly in countries that have few alternative sources of income and that
are dependent on other sectors. This phenomenon is not only a so-
cial issue, but also a powerful activity with significant potential for
economic growth on the global scale (Ashley et al., 2007; Hawkins &
Mann, 2007; Jafari, 1990; Markandya et al., 2003; Pulido et al., 2008;
Sharpley & Telfer, 2002).

For development to be sustainable and efficient, however, it should
not be based solely on the growth of productivity and gross domestic
product; development should also ensure that growth benefits every-
one, improves quality of life and contributes to the advancement of
human development (Chandrasekhar, 2007).

In fact, IFIs have anti-financial exclusion policies. Since the concept of fi-
nancial inclusion arose, IFIs have incorporated their principles into their
development policies (Carrillo-Hidalgo & Pulido-Fernandez, 2012).

However, debate continues regarding these issues. As indicated by
Chandrasekhar (2007), several development banks that fund projects

1 In this paper, the term IFIs (Carrillo-Hidalgo & Pulido-Fernandez, 2012) refers to global
and regional development banks established by countries in different regions of the world:
the World Bank (WB), the International Finance Corporation (IFC), the Multilateral
Investment Guarantee Agency (MIGA), the Inter-American Development Bank (IDB),
the African Development Bank (AfDB), the Asian Development Bank (ADB) and the
European Bank for Reconstruction and Development (EBRD). Along with the above, the
Organization of American States (OAS) is also included.
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are neither commercially nor socially beneficial, which is the result of poor decisions that were affected
by authority or corruption. This influence leads to the allocation of funding to the most solvent and li-
quid sectors and/or the powerful elite.

In numerous economies, particularly those in developing countries, the growth of the tourism sector
has stagnated because of the difficulties faced by local tourism businesses, mainly SMEs, in accessing
the funding needed to develop their business.

Considering the importance that IFIs attach to financial inclusion and assuming the potential for tou-
rism in developing economies, the promotion of these two aspects could positively affect the economy,
particularly if local SMEs’ access to credit was improved. Although SMEs are among the most excluded
sectors, they also represent the most influential market sector for regional tourism development.

Thus, this research focuses on financial inclusion in tourism as a means of development for emerging
economies with a certain amount of tourism potential. The purpose of this paper is to create a tool,
which measures these aspects and allows conclusions to be drawn from the results. Furthermore, in a
purely constructive spirit, the efficiency of these organizations and their actions in favor of the tourism
development objectives will be discussed.

The region encompassing Latin America and the Caribbean stands out for its significant potential for
tourism development, for the number of developing countries in which IFIs operate, and for the work
that IFIs perform in the region’s tourism. Therefore, it seems appropriate to analyze the role played by
IFIs in Latin America and the Caribbean in the funding of international tourism and to assess whether

these funding operations are conducted from the perspective of financial inclusion.

1. THEORETICAL
FRAMEWORK

Financial exclusion is a reality for different seg-
ments excluded of the population as SMEs, the
poorest households or women. And there are dif-
ferent causes from social and economic factors
that limit financial intermediation, through pro-
blems derived from the inefficiencies or deficien-
cies of banks, to regulations and institutional defi-
ciencies that tend to distort the provision of bank-
ing services (Rojas-Suarez, 2006).

According to Global Findex, there are 1.7 billion
of unbanked adults worldwide, 56% of them be-
ing women and half of unbanked adults come
from the poorest 40% of households within their
economy, 69% of the region’s population have an
account in a financial institution, about half of
adults affirm having savings in a financial institu-
tion and indicate that they received a loan in the
past years (Demirgii¢-Kunt et al., 2018).

The Universal Financial Access goal is that by
2020, adults, who currently aren’t part of the for-
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mal financial system, are able to have access to a
transaction account to store money, send and re-
ceive payments as the basic building block to man-
age their financial lives (WB, 2018).

Yunus (2007), as the promoter of financial inclu-
sion and micro-financing, considers that to reach
areal solution to poverty, it is needed that all those
who wish to develop their entrepreneurial spirit
are able to do it and access to financial services by
the majority of the population is essential for the
development of an economy.

InaccordancewiththeOrganizationfor Economic
Co-operation and Development (OECD) and the
International network of Financial Education
(OECD/INFE, 2012), financial inclusion consists
of the promotion of affordable, timely and ad-
equate access to the official financial system, as
well as the expansion of its use by all segments of
society through the implementation of personal-
ized and innovative actions that include educa-
tion and financial knowledge in order to promote
well-being, and economic and social inclusion.
It is a tool that promotes the generation of op-
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portunities that strengthen the ability to achieve
the Sustainable Development Goals (Argumedo,
2017).

Scientific evidence indicates that fostering finan-
cial inclusion has positive effects at the micro and
macro levels (Cull et al., 2014; Cih4k et al., 2015;
Demirgii¢-Kunt et al., 2015; Mehrotra & Yetman,
2015; Roa, 2014).

In view of this, the financial inclusion strategy
should focus on developing: financial products
adapted to the population with fewer resources;
the design and dissemination of relevant and un-
derstandable information that will help combat
distrust, improve decision making and generate
products that meet the needs and restrictions of
potential users, and the construction of a legal
framework which is adequate for the development
of financial infrastructure, so that the financial in-
clusion strategy does not threaten the stability of
the financial system (Argumedo, 2017).

There are population sectors, which, due to their
own characteristics, are more excluded from the
formal financial system. At the business level, the
size of companies and their technological capacity
are the most critical variables to access financing,
because these factors generate competitive advan-
tages over financial markets (Botello, 2015). Credit
is the main source of financing for SMEs, followed
by credit from suppliers, leasing and factoring
(Zuleta & Alberto, 2016).

When it comes to tourism, in developing coun-
tries, this activity is stagnated due to the particular
characteristics of the financing demand, requiring
long-term financing and high amounts, mainly in
the hotel and infrastructure sector, which makes
their obtaining even more difficult. Thus, it is
difficult and not homogenous for local tourism
businesses, mainly SMEs, to access to the finan-
cing needed for the development of their business
(Carrillo-Hidalgo & Pulido-Fernandez, 2016).

The scientific literature related to the financing of
tourism by different OFIs is scarce. The existing
studies (Markandya et al., 2003; Perric et al., 2011;
Tapia, 2014) approach the subject from a descrip-
tive perspective, but not from a critical point of
view and evaluation of its activity.

Regarding the geographic scope of this research
work, the Latin American and Caribbean financial
system has a large number of gaps. Throughout its
history, it has made great efforts to eliminate them
and has faced various financial crises that have un-
dermined its economic and financial stability, but its
overcoming led to the strengthening of its financial
systems, differing in degree, according to the coun-
tries. Advances were produced by improvements in
the practices of banking regulation and supervision,
as well as advances in measurement procedures and
risk assessment in a lot of banks. But even so, it can
be said that Latin America and the Caribbean have
some financial systems with certain deficiencies
that limit the full development of their economies
(FELABAN, 2016)

Talking about data, in Latin America and the
Caribbean, financial penetration at the regional level
(calculated as ratio of credit or deposits to total GDP)
is approximately 45%, financing for small and medi-
um enterprises accounts for 9% of the total regional
portfolio, and added to the financing for microen-
terprise, totals 13%, the amount of microcredits as
a proportion of the commercial portfolio is below
10% and only 22.5% of investments in Latin America
and the Caribbean are financed by loans. Next to the
30% of firms in this region identify access to finance
as a mayor constraint (Trujillo & Navajas, 2005;
Enterprise Surveys, 2018).

The development banks operating in Latin America
and the Caribbean have in common their public na-
ture and the mission to contribute to the financing
and development of the business sector using differ-
ent instruments, breaking market failures and to
promote financial inclusion (Zuleta & Alberto, 2016).
However, it is necessary to analyze in an objective
way if those that are international in nature fulfill
this function.

2. METHODOLOGICAL
APPROACH

The tool was created through a prior review of the
literature. To validate the tool, a panel of interna-
tional experts in the field of tourism, funding and
financial inclusion was consulted. Throughout the
selection process, it was ensured that the group
was sufficiently large and diverse to guarantee re-
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Table 1. Survey fact sheet

Source: Authors’ own elaboration.

chpe - dinclusion
Sample size ~ i48
Response rate 22(45.8%)

. International professionals and experts in the field of international tourism funding and financial

* Profession: experienced researchers (18.2%), professional workers of the OFls (50%), professional

Profile of the respondents

L i(22.7%
: §|nn|n% January10 2013
End: April 18, 2013

Research time perlod

Type of study

i Structured evaluation sheet sent by email

“workers of international tourism organizations (4.6%) and financial consultants (27.3%).
'Country location: France (4.6%), Germany (4.6%), New Zealand (9.1%), Mexico (9.1%), Spain

liable results and that diverse opinions would be
considered, based on their individual experience
and knowledge. Table 1 contains the fact sheet re-
garding the survey.

The survey was structured as an evaluation sheet
of the different indicators that comprise the tool.
For each indicator, a number of features were
considered for evaluation (Table 2) after being
identified in a thorough review of the specialized
literature (AENOR, 2003; Ledgerwood, 1999;
Roche, 2004; Xinia, 1995, among others). These
evaluations were completed later by conducting
a pre-test with a small group of experts involved
in the process. In particular, the indicators
known as SMART or SPICED were those which
most inspired the definition of the qualities to be
measured.

Respondents were asked to rate each of these fea-
tures for each one of the indicators. To this end,
nominal non-metric scales were used to identify
the categories or options with which the respon-
dent’s opinion was identified, since these features
are qualitative variables lacking quantitative sig-
nificance. The study used a Likert scale to mea-
sure attitudes (scored from 1 to 5) and an interval
scale (from 1 to 5, from lowest to highest).

To determine the significance of the results ob-
tained, the coefficient of internal consistency
Cronbach’s Alpha of the questions considered in
each of the blocks was obtained. In addition, re-
sults comparisons were performed using multi-
variate statistical tests to the standardized values
with the statistic Pillai test.

Latin America and the Caribbean, the geographical

area in which the system of indicators was applied,
was selected for four main reasons:
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1) the difficulty of performing the study at a global
level as a result of the volume of information that
this would require, and the difficulty of gather-
ing disaggregated information for all the pro-
jects that would have to be analyzed;

2) tourism is an activity that plays a key role in
Latin America and the Caribbean;

3) the financial system in Latin America and the
Caribbean has numerous gaps that impede ac-
cess to the funding of excluded sectors, particu-
larly SMEs;

4) this region has been the second most relevant in
terms of funding provided by IFIs throughout
the history of these organizations as financial
backers of tourism.

The database used for this analysis consists of a total
of 293 projects with influence on tourism financed
by IFIs in Latin America and the Caribbean since
the 1990s.

The period studied begins in 1990, the first year of
a decade in which the concept of financial inclu-
sion arose. Notably, it was not until then that the
development potential offered by access to fun-
ding for all began to be considered. For this reason,
information from 22 WB projects financed before
1990 was not used to preserve the homogeneity of
the database.

The study ends in 2012, the final year for which
homogenous data are available for all of the orga-
nizations analysed, since updated information for
the years 2013-2018 for all of the organizations
was not then available. Based on the figures now
available, it can be deduced that, on the one hand,
little funding has been granted to tourism in the
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past three years, and on the other hand, that the
tendency and behavior of the main characteris-
tics identified and analyzed over the research pe-
riod have remained constant. This time horizon
is a sufficiently long period to analyze structural
behavior through the funding granted by these
organizations.

In the case of the OAS, the database is small be-

cause of the limited amount of information avai- e

lable. Detailed information regarding OAS funding
for this type of project in LAC is only available from
2003 onwards. For this reason, the projects funded
during this period (30 projects) have not been includ-
ed in the calculation of certain indicators, because
they require data that cannot be obtained.

After the tool to measure IFIs’ endeavors for finan-
cial inclusion in tourism funding was developed
and validated by the panel of experts, properly in-
terpreted results were obtained. However, given
the heterogeneity of the different indicators, and
to draw conclusions from a more global, standar-
dized perspective, the standardization of the data
was necessary.

The results for each IFI for each indicator of the
tool (X [/)2 were obtained, and the results were
then normalized and standardized. A Zi/ value
was then calculated, which followed a normal dis-
tribution with a mean equal to 0 and a standard
deviation equal to 1 (N(0.1)), thereby obtaining
relative values that reflect the number of times a
value is higher (values above zero) or lower (values
below zero) than the mean. For this purpose, the

following formula was applied:

X, — U,
Z,=—L " (1)

g,

3. PROPOSED TOOL FOR
MEASURING FINANCIAL
INCLUSION

The tool developed to examine the level of finan-
cial inclusion in the projects related to tourism
that are funded by these organizations consists of

2 Each organization being “i” and each indicator of the tool being “j”.

thirty-nine performance indicators, which mea-
sure and assess the financial performance of IFIs.

These indicators are divided into five different
groups, depending on the aspects to be measured.
To understand the results, the indicators were
classified into two categories, considering the im-
pact of the indicator on the end result:

“positive” indicators: those in which the high-

er the indicator value, the more favorable the
attitude towards the promotion of financial
inclusion shown by IFIs in the funding of
tourism;

« “negative” indicators: those in which the lower

the value of the indicator, the more favorable
the attitude towards the promotion of finan-
cial inclusion shown by IFIs in the funding of
tourism.

Thus, each indicator belongs to a specific group de-
pending on the performance to be measured and
is considered “positive” or “negative” depending
on its category.

The development of indicators was based on a
previous review of literature specifically dealing
with the measurement of the level of financial in-
clusion of the activities of financial and regional
institutions.

3.1. Indicators of the financial
inclusion level in the projects’
development objectives

This group of indicators (Table 2) helps to de-
termine the extent to which IFIs incorporate the
objective of financial inclusion into tourism de-
velopment projects from a general perspective
and from the specific perspective of women and
SMEs (the groups that suffer most from finan-
cial exclusion).

The more this objective is considered in the fi-
nanced projects, the better the performance
shown regarding the fight against financial exclu-
sion. For this reason, the three indicators of this
section are considered as “positive”.

19
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Table 2. Indicators of the level of financial inclusion in the development objectives of the projects

Source: Authors’ own elaboration.

Indicator Objective +/- :Source
Al i To determine the percentage of projects (A.1a) and funding : + i Authors’ own
Financial inclusion : (A.1.b) aimed at facilitating access to finance - _ elaboration
A.2. ‘ To determine the percentage of projects (A.2a) and funding : + ¢ Authors’ own
Financial inclusion of women i (A.2b) aimed at facilitating women’s access to finance i 7 ‘elaboration
A.3. i To determine the percentage of projects (A.3a) and funding : + ¢ Authors’ own

Financial inclusion of SMEs

i (A.3b) aimed at facilitating SMEs’ access to finance

i elaboration

Note: Cronbach’s Alpha: 0.61.

3.2. Indicators of the scope
and growth of the portfolio
of recipients and end
beneficiaries of funding

These indicators (Table 3) examine the portfolio of
clients and end beneficiaries of the funding. On

ving access to finance and influencing legislation
and regulations in the financial infrastructure of
a country. It is of interest, therefore, to ascertain
the percentage of funding for tourism allocated to
the public sector. This aspect is examined through
indicator B6, which is considered “negative”, since

funding.

the one hand, given the significance of women

and SMEs in financial inclusion and the resulting
beneficial effect on the entire population, the per-
centage of SMEs and women within the portfolio

receiving funding is analyzed.

On the other hand, it is generally accepted that the
public sector plays an important role in impro-

it reflects the percentage of the public recipients of

The use of an index developed by Rosenberg (2009),
in this case, the indicator B9, makes it possible to
determine the poverty level of clients.

Thus, the evolution and composition of the portfo-

lio of clients and beneficiaries of these institutions
are studied in this group of indicators.

Table 3. Indicators of the scope and growth of the portfolio of clients and end beneficiaries of the funding

Source: Authors’ own elaboration.

Indicator Objective = +/~ . Source Indicator Objective +/— Source
B1. ‘ ; { Waterfield ; . :

: To measure the : : B6. : To measure the public : ,
rhvlsléim:?;rtng i scope of the + ﬁg%sin Percentage of  isector share of the total - l:ll;g](?r;stic?r\:vn
funolioing i loan portfolio - (1998) 8 public recipients ; portfolio of recipients :

‘To measure . B7 - To measure the average :
Egécentage of : women’s share E gijterfleld Annual rate E Zﬁzﬁgg_oyfetﬂer?)tgrgi)lio : Waterfield
women receiving Of)tr?f%fﬁ,t%lf + Ramsing ?geczﬁ%ggé?of Cof recipients of the total + (a]ng%BR)amsmg
funding : Peci ients £(1998) recipients “tourism development :

.......... e : SO projects financed :

: : To measure the growth of
B3 : To measure : B8 i the portfolio of recipients :

: i SMEs’ share . : i of the total tourism ;
Percentage of i of the total + Sinha Rate of growth o elopment projects + iRay (2002)
SMEs receiving folio of £(2006) in the number of Cfunded th h h :
funding i portfolio o : recipients : funded throughout the :

: recipients : funding period of the

SRR R lourism activity studied

: ‘ - To compare the fundin

: To measure the : ; ; f
B4. - share of projects ; ) ; allocated per client to the ; ;
Percentage of “ whose end : i Authors B9. i weighted regional average “Rosenber
projects whose - + iown Poverty level of :of the average GDP per - 8

% ibeneficiaries : - - P h :(2009)
end beneficiaries  are private i elaboration | clients i capita of the period i
are enterprises i entee rises i : studied, thus determining i
SRS bl ; the poverty level

B5. : To measure the : : : To measure the average :

Percentage of i share of projects : i Authors’ B10 i percentage of recipients :

projects whose  : whose end i 4+ iown Drop-out rate ending their relationship — i CERISE (2011)
end beneficiaries i beneficiaries are : i elaboration P ‘ with an organization every : ;

are SMEs i SMEs : : i year :

Note: Cronbach’s Alpha: 0.63.
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3.3. Indicators of aspects related
to the volume of funding

With regard to the volume of funding (Table 4),
general indicators have been included. These in-
dicators measure the average funding per project
and recipient and the average number of projects
funded for each of them, noting the sectors of the
population suffering the most significant exclu-
sion from the financial system (women and SMEjs)
and the evolution of the total amount of funding.

Regarding the funding allocated to the public sec-
tor, the study not only examined the percentage of
funding allocated (indicator C7, which is negative
for the same reasons already discussed for indica-
tor B6), but also determined the share of projects
implemented by the public sector aimed at pro-
moting access to the financial sector (indicator C8).

Finally, regarding the volume of financing, the
average year-on-year rate of change and its evolu-
tion are also analyzed, as is the growth rate of the
amount of financing allocated to tourism develop-
ment projects over the time horizon considered.

3.4.Indicators of the characteristics
of the funding

This category (Table 5) includes a set of 11 indi-
cators to examine the terms under which funding
has been allocated and the type of financial in-
strument used. It also contains an index to study
the level of dispersion of the financing allocated
(Herfindahl-Hirschman Index).

We examine the average cost of the financing, the
average time of approval (to measure the waiting
time for its allocation), the maturity of the finan-

Table 4. Indicators of aspects related to the volume of funding

Source: Authors’” own elaboration.

Indicator Objective +/- . Source Indicator Objective - +/- . Source
: : cs To determine the ! :
: i Stein, : i percentage the :
C1. i To calculate the i Randhawa, ngé?:taéﬁ?ozgted i total amount of : Authors’
Average amount i average amount - ‘and t g arc funding allocated | - iown
. ‘ o et .. o the public sector : : : : .
funded per recipient : funded per recipient i Bilandizic imed at i .~ i to the public sector i elaboration
: £(2011) ?ilr?;ﬁciglt :nmcﬁ)l';(;\gﬂg i aimed at improving :
Y financial inclusion
‘ ‘ i To determine the
C2. i To calculate the : " CERISE g\?éra o humber | Number of projects
Average size of the : average amount o= 8 : that have been + MIX (2011)
f : p :(2011) of projects funded : :
projects i funded per project ; er recioient i funded on average
: : p ....... p e : per recipient
: ; i To determine the :
{ To measure the : . C1o0. : : :
C3. : p : Waterfield i number of projects : Authors’
Average size of first : ?)\r/(e)jrgcgtes Salﬁ?)coafttehdeto — :and Ramsing é;/oejreacgti gllfglgi(?f : that have been i+ fown
projects new recipients (1998) 1o women ;fpuer;dvsg;n(;r:] average, . ;elaboratlon
C4— 7 i To determine the ‘ ‘ CVH 7 i To determine the ‘
. : percentage of the total : : : : number of projects : Authors’
Eﬁ;cnecr};agilgcated :amount of funding that ;| + i Sinha (2006) A:/greacgti Qﬁcr;lgféff : that have been i — iown
to womegn : has been allocated to : Fo SJMES i funded, on average, : : elaboration
women e per SME e
i To determine the : : C12. i To measure the : .
ggr'centa e of { percentage of the total " CERISE Average year-on-  : average year-on- Z\r/%terf'eld
fundin agllocated to i amountof funding that { + ! 2011) year rate of change : year growth rate ‘Ramsin
SMEs 8 : has been allocated to : of the total amount : of the funding - (1998) 8
: SMEs ‘ funded i portfolio ‘
: To measure the
i To determine the ‘ growthof the
Cé6. : : : i funding portfolio :
i percentage of the total : H , C13. H c H
Percentage funded 70 '5f funding that | + Authors’ own [ = L rate of the : Of tourism i Ray (2002)
in rural or isolated ‘ elaboration h h : development ; ;
areas i has been allocated to ; funding portfolio projects throughout :
f rural or isolated areas the whole tourism |
; : funding period
c7 i To determine the ‘ ‘
: i percentage of the total ‘ ,
funcing located 1o amount of funding that - — Jel RO
the u%lic sector i has been allocated to ;
P i the public sector

Note: Cronbach’s Alpha: 0.71.
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Table 5. Indicators for the study of the characteristics of the funding

Source: Authors’ own elaboration.

Indicator Objective . +/-  Source Indicator Objective . +/- . Source
) )
LDe1v.e| of iT(.) determine the level of Hirschman |97 . . ;Tgrggaet;méngfthe
dispersion of . dispersion/concentration | - (1964) Small financial f?undin ;ﬁlocated + i CERISE (2011)
the financing__°f e funding e rements throughsmallloans
D2 “To determine how long, : D.8 “To determine the ' :
Average :on average, organizations ; : CERISE Non- . percentage of non- + : Authors’ own
A ro%al time : take to approve a project : £(2011) reimbursable  : reimbursable funding : ‘ elaboration
.Pp T fafter it s evaluated ; ; funding i allocated ; ;
D3. : . : i
. i To determine the : : : : :

;\\f)ee;%ﬁmate 5 approximate average _CERISE Il?ugr;ding through E ggrggtnetrangéngfthe E + E Authors" own
annual ;e)frfoej(étc“t/se cost of the (2011) guarantees {guarantees granted ! elaboration
effective cost i ‘

i To determine the ‘ D10. ‘ .
D4. { average maturity of the i Authors’ Fundin Egj)ng?;er?ﬁgr?ﬁ;ﬁed * Authors’ own
Average : reimbursable tourism 4+ own channelled Cthroush other + ! alaboration
maturity ; devel(yament projects i elaboration |[through other financgial entities ;

: funde ' financial entities : s

To determine the average : Iﬁnﬁ%frr?fmer(:heects :
D5. Average | 8r3ce period of the  Authors’ D11 - whose fundin Jis  Authors’ own

: 18 i tourism development i+ iown oo : 8 + .

grace period projects funded through " elaboration | Sub-projects : channelled t}? oth(;r i elaboration

e " : : enterprises throug :
- . irelmbursable funding - ~ sub-projects
D6. i To determine the ) ‘
Emergency i percentage of funding + i/;xt:ors
financial ‘allocated using ; .
instruments i emergency loans : elaboration

Note: Cronbach’s Alpha: 0.689.

cing (to determine whether it is short, medium
or long-term financing and analyze its suitability
for promoting financial inclusion) and the grace
periods (which allow entrepreneurs to start their
businesses without immediately repaying the
amount allocated for financing).

In addition, a number of instruments that promote
access to further financing are also examined.

3.5. Indicators of non-financial
support for inclusion

The conditions under which funding is allocated
are important, as are the facts that funding is allo-
cated to those most in need and that the end ben-
eficiaries are groups excluded from the financial
system. However, another significant factor is the
provision of non-financial support (Table 6) such
that these funds produce the best possible results
regarding financial inclusion.

Within non-financial services, technical assis-
tance and training are the most effective. Thus, the
provision of these services, which are focused on
financial and business management, will increase
the chances of success of the financing allocated.
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Table 6. Indicators of non-financial support
for inclusion

Source: Authors’ own elaboration.

Indicator Objective +/-i Source
E1. : To determine the :
Technical i percentage of projects ¢ Authors’
assistance : which, apart from funding, ‘v own
in financial i have received technical ; " elaboration
and business : assistance in financial and :
management : business management
2 i The determine the :

VT | percentage of projects ; ,
Lrﬁg;'gigalm : yvhlicz, apgafrfttfrqm funding, . :é\t\’}:ors

. ¢ include staff trainin A .

and business ¢ activities related to %inancial : : elaboration
management

: and business management

Note: Cronbach’s Alpha: 0.539.

In general terms, the tool has been validated by
the panel of experts who provided their personal
opinion in the evaluation based on wide-ranging
knowledge and extensive experience in the field.

The indicators have provided a median situated
between a minimum of four and a maximum of
five, with an interquartile range (IQR) between
1 and 2 (mean of 1.6). This tool therefore signifi-
cantly or fully meets the requirements of a good
indicator. Notably, however, each of the indicators
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comprising the tool obtained different results and
indicated different degrees of dispersion, with no
indicator excluded after the evaluation.

Table 7 summarizes the average median and IQR
values obtained from the evaluation of the indica-
tors comprising each block.

Table 7. Evaluation of the financial inclusion
measurement tool

Source: Authors’ own elaboration.

Indictors Median Interquartile range
A 4 16
B 4 .8
c 4 16
D ) 4 .8
E 4 1.6

4. RESULTS OF THE
FINANCIAL INCLUSION
MEASUREMENT TOOL

By analyzing the work of IFIs in the field of fi-
nancial inclusion through projects which affect
the tourism sector in LAC, an overview can be
obtained of the characteristics of the funding

given to tourism in terms of financial inclu-
sion. This overview indicates the importance
attached to financial inclusion among the ob-
jectives of the projects funded, the scope and
growth of the portfolio of the final recipients of
the funding, the appropriateness of the volume
and characteristics of the funding for the pur-
pose of facilitating access to finance, and the
non-financial endeavors made to combat finan-
cial exclusion.

4.1. Level of immersion of financial
inclusion in the development
objectives of the projects

Each of the projects funded by the IFIs has a se-
ries of objectives, which can be broken down in-
to sub-objectives. Of the total volume of projects
and funding by IFIs in the tourism sector in Latin
America and the Caribbean, as indicated by Al.a
and AL.b (Figure 1), less than 25% aim to promote
financial inclusion.

If the circle of financial inclusion is closed even
further to examine the access of women and/or
SMEs to credit, these percentages are much lower.
Table 8 depicts the behavior of each organization
in this respect.

Source: Authors’ own elaboration from WB (2015), IFC (2015), MIGA (2015), IDB (2015) and OAS (2015).

Financiation with F.l. objective

Projects with F.l. objective

Projects with F.I.
objective-women

Financiation with F.I.
objective-women

Projects with F.I.
objective-SMEs

Financiation with F.I.
objective-SMEs

m OAS
IDB

u MIGA

mIFC

mWB

0%

10%

20% 30% 40% 50%

Figure 1. Indicators: Objective: Financial inclusion of women and SMEs, by organization
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Table 8. Indicators of the level of financial inclusion in the development objectives of the projects, results

Source: Authors’ own elaboration from WB (2015), IFC (2015), MIGA (2015), IDB (2015) and OAS (2015).

Indicator WB IFC MIGA IDB OAS TOTAL
Al.a 22.58% 45.45% 0.00% 20.28% 18.18% 21.30%
Alb 18.15% 45.33% 0.00% 27.78% 28.66% 23.98%
A2.a 6.45% 0.00% 0.00% 1.40% 4.55% 2.48%
A2.b 5.41% 0.00% 0.00% 0.09% 8.77% 2.85%
A3.a 19.35% 14.55% 0.00% 18.88% 13.64% 13.28%
A3.b 16.23% 16.66% 0.00% 27.77% 25.59% 17.25%

Note: Multivariate Pillai test for the standardized values 0.302 and p-value < 0.001.

SME:s figure more highly than women in terms of
their inclusion among the objectives of IFI-funded
projects, which influence tourism. Indicator A3
(Table 8) suggests that 13.2% of the projects and
17.2% of the funding for tourism had the objective
of combating the financial exclusion of SMEs.

None of the results of indicator A2 for any of the
organizations exceeds 10%. The only standout fig-
ure is that of the OAS, followed by the WB.

As indicated in the methodological approach, for
each group of indicators (Tables 8 and 12), the multi-
variate Pillai for the standardized values has been ob-
tained. It should be noted that in all of them there are
significant differences in the multivariate test, which
indicates that they are different evaluations depen-
ding on the factor (WB, IFC, MIGA, IDB, OAS), ex-
cept in group E, in which no differences are seen.

4.2.Scope and growth
of the portfolio of recipients and
final beneficiaries of the funding

In this block of indicators, the scope and charac-
teristics of the recipients and final beneficiaries of
the funding are analyzed by studying the compo-
sition and the evolution of the portfolio. The re-
sults are shown in Table 9.

Since 1990, IFIs have granted funding for projects,
which influence tourism in LAC to a total of 155
different recipients (indicator B1). This represents
an annual average of seven recipients, a figure
which may be considered fairly low, bearing in
mind the size of these organizations and the large
volume of capital which they manage.

Indicators B2 and B3 suggest that in the portfolio
of recipients of tourism-related IFI funding, women
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and SMEs each represent just 0.48% of the total. The
weighting given to these groups is therefore minimal.

Of the five organizations studied, the only one
that finances any specific project for SMEs and/or
women is the IFC, although this is almost residual.
In fact, of the total number of projects comprising
the portfolio, only one is an SME and only one has
been granted to women (2.38%).

The data provided by these indicators suggest that
the IFIs distribute funding for tourism primarily
to the public sector and large enterprises. In fact,
indicator B6 reflects the fact that, of the total num-
ber of recipients, 53.81% are public bodies or or-
ganizations. To promote financial inclusion, it is
necessary to support governments, since they can
achieve a significant impact by adopting specific
measures in this regard (WB, 2008).

Indicator B4 (Table 9) indicates that 30.4%
(Figure 2) of the final and indirect beneficiaries
of tourism development projects are other private
sector companies and entrepreneurs, not the ini-
tial recipient. The remaining 69.6% of the projects
affect only the recipients themselves, which indi-
cates a narrower reach of the funding granted.

Indicator B5 (Table 9) examines this question in
greater depth. On average, 22.19% (Figure 2) of
the projects have final beneficiaries other than
the initial recipient, including other private sector
companies and SMEs.

Based on the proposal by Rosenberg (2009), indica-
tor B9 provides information in two ways. When the
value is less than 20%, it reveals the level of poverty
of the recipients of the funding; when the indicator
shows a value not greater than 250%, the volume
of the funding provided is close to that of micro-fi-
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Source: Authors’ own elaboration from WB (2015), IFC (2015), MIGA (2015), IDB (2015) and OAS (2015).

Projects that benefit others,
different from the awardees
from the private sector

Projects that benefit others SMEs
from the private sector
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Figure 2. Projects whose final beneficiaries are other companies and SMEs,
by organizations (indicators B4 and B5)

nancial institutions (whose method of work is bet-
ter adapted to the fight against financial exclusion).

Regarding the funding of tourism in LAC by IFIs,
indicator B9 gives a value of 27,803% (Table 9).
This value is somewhat disproportionate; in fact,
it allows us to state that in tourism, IFIs do not
grant funding to poor people or in volumes likely
to favor financial inclusion in LAC. The values
obtained by the different organizations vary be-
tween 15.300 and 60,000%, and thus the same
conclusions are applicable. Only the OAS has a
value for indicator B9 of 129%, which means that
the volume of its adjudications is in line with the
requirements of the struggle against financial
exclusion.

Finally, the evolution of the portfolio of recipients
of these organizations is analyzed with respect to
the funding of tourism in LAC. The mean year-on-
year rate of variation in the IFI portfolio of recipi-
ents of funding for tourism shows an average va-
lue of 22%. The evolution of this indicator (Figure
3) shows a general downward tendency, with pe-
riods in which there has been a sharp increase in
the rate (the 1990s, when the concept of financial
inclusion and sustainable tourism arose), reaching
values of 150%, and others (since the turn of the
century) in which it has been lower, not having ex-
ceeded 11% over the past decade.

The total growth rate in the number of recipients
since the IFIs began to provide funding for tou-

Source: Authors’ own elaboration from WB (2015), IFC (2015), MIGA (2015), IDB (2015) and OAS (2015).
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Figure 3. Evolution of the mean year-on-year rate of variation
in the portfolio of recipients, indicator B7 (1991-2012)
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Table 9. Indicators of the scope and growth of the portfolio of clients and end beneficiaries of the

funding, results

Source: Authors’ own elaboration from WB (2015), IFC (2015), MIGA (2015), IDB (2015) and OAS (2015).

Indicator WB IFC MIGA IDB OAS Total

B1,,, ””26 ””42 6 ””63 ””18 155

BZV B ”Q,VOO% ”27538% ”Q.OO%N ”O:OO% ”Q:OO% 0.48%

B37 3 ”Q:OO% ”27538% ”Q.OO%” ”QtOO% ”QtOO% 0.48%

B4 B ”3757.48%7 B ”170.91%7 B ”Q.OO%” ”4717.96%7 B ”6737.64%7 B 30.40%

BSV B ”1797.35%7 B ,,9t09% ”Q.OO%” ”277.97%7 B 7574.55%7 B 22.19%

B6 B ,1,00‘00%,, ”QCOO% o ”176.67%7 ”673449%7 B 78787.89%7 B 53.81%

B7 3 ”1787.48%7 3 ”2757.99%7 3 ”76.11%” ”4727.52%7 3 ”1777.69%7 3 22.16%

88 B ”174.81%7 B ”176.99%7 B ”4.99%” ”1787.83%7 B ”174.23%7 B 13.97%
89 B 3787,75717.1 0%7 2757,70738,24%7 6Q,055.96f’/o 157,72776.95‘7’/707 717279.49%7 B 27,803.55%7 B
B10 10.11% - - 8.59% 42.37% 20.36%

Note: Multivariate Pillai test for the standardized values 0.404 and p-value < 0.001.

rism in LAC and until 2012 has been on average
13.97% (indicator B8, Table 9). This rate of change
is lower than the year-on-year rate and denotes
little effort to reach the highest possible number of
people through the funding of tourism activities.

Indicator B10 (Table 9) reflects the capacity of
these organizations to maintain a given number
of recipients, measuring the number of dropouts
among the recipients. The mean dropout rate of
the portfolio of recipients of IFI funds for tourism
projects in LAC was 20.36%. Because this value is
between 15% and 30%, it is considered an average
value based on the assessment of micro-funding
institutions established by CERISE (2011).

4.3.Volume of funding

This third element of the tool analyzes the volume
and the number of projects that receive tourism
funding from the IFIs. Indicator C1 (Stein et al.,
2011) determines the mean amount of funding for
tourism activity awarded to each recipient by the
IFIs. Since the 1990s, 155 recipients (indicator Bl)
in LAC received tourism-related funding from the
IFIs of USD 44.9 million (Table 10). This figure is
a very high if it is devoted to promoting financial
inclusion, since large amounts of money have been
concentrated in very few hands.

Indicators C2 and C3 indicate that the amount of
funding per tourism development project in LAC
has averaged USD 28 million and that the amount
granted to the first project of this type was on av-
erage USD 31 million (Table 10).
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Indicators C4 and C5 corroborate the information
provided by indicators B2 and B3, indicating that
only the IFC directly provides funding to women
and SMEs in the tourism sector. As reflected in
Table 10, the IFC adjudicated 0.12% of funding for
tourism to women and 0.47% to SMEs. On aver-
age, women and SMEs received 0.02% and 0.09%,
respectively, of the total funding provided by the
IFIs for the development of tourism in LAC (Table
10). These percentages are far from sufficient.
Notably, four of the five organizations studied
have not devoted any direct funds to these sectors
in the field of tourism.

Indicator C6 provides information about the fi-
nancial assistance offered in rural and exclud-
ed areas. In this case, the result is more positive
(30.5%), but this result is primarily linked to the
WB (82%). Indicators C7 and C8 complement the
conclusions drawn from indicator B6 (percentage
of public recipients) with respect to the funding
for tourism provided to the public sector.

In summary, the results produced by indicators
C7 and C8 show that, on average, the IFIs de-
voted nearly 70% of their tourism funding to the
public sector. Nevertheless, it is unlikely that IFIs
are achieving their financial inclusion objectives,
since only 14.42% of funding is granted for this
purpose to public bodies (Table 10), a proportion
which is considered to be far from sufficient.

Offering consistent financial support and estab-
lishing a long-term relationship with the organi-
zation increases the capital at the disposal of the
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Table 10. Indicators of aspects related to the volume of funding, results

Source: Authors’ own elaboration from WB (2015), IFC (2015), MIGA (2015), IDB (2015) and OAS (2015).

Indicator : WB : IFC MIGA IDB OAS MEAN
a e 4044 9700 = 2467 021 © 4490
e 517 30.88 48.50 ©  10.87 013 2851
G 4735 3187 6757 1172 019 3174
C4 . 0.00%  0.12% 0.00% = 0.00% 0.00% 0.02%

C5 ©000% i 047% 0.00% 0.00% 0.00% 0.09%
- c6 O 8235%  10.04% 17.44%  32.20% 1045%  30.50%
o weoeoowe e saom seam won
e . 1815% . 0.00% 0.00% 26.79% 2707% - 1442%
e [AE 1.31 200 2.27 122 160
~cio ‘ 000 1.00 000 = 0.00 000 020

cn 0.00 1.00 000 0.0 0.00 0.20
cn 27.19% | 2095% 2214% | 85.03% 14.05%  33.89%
ReE 19.87% 16.02% 14.84%  32.39% 3220% | 23.07%

Note: Multivariate Pillai test for the standardized values 0.742 and p-value <0.001.

recipient, leading to improved development of
business activity (MIX, 2011).

According to indicator C9, each recipient has re-
ceived funding for an average of 1.60 tourism de-
velopment projects, meaning that the majority of
recipients have received funding for tourism-re-
lated activities in one or two projects. However,
this repeated support is not provided to the needi-
est recipients who are excluded from the formal
system, since IFIs primarily provide funding to
the public sector rather than to private companies,
which are excluded from the system; less than 22%
(indicator Al) of funding is devoted to the fight
against this type of exclusion.

As shown in Figure 4, the mean year-on-year vari-
ation in funding for tourism provided by IFIs is
33.89% (Table 10). This figure is not insignificant,
except that this growth is not distributed uniformly
over the years, but instead is concentrated in the se-
cond half of the 1990s, 2002 and 2011, years in which
the rate of variation was more than 40% (Figure 4).
The organization that prompted this mean tendency
was the IDB, with rates as high as 1.000% in 1996.

The total growth rate in funding for tourism (in-
dicator C13) from the beginning of the study un-
til today shows a mean value of 23.02% (Table 10).
This value results in a mean year-on-year rate that
exceeds the overall rate.

Source: Authors’ own elaboration from WB (2015), IFC (2015), MIGA (2015), IDB (2015) and OAS (2015).
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Figure 4. Indicator C12: Mean year-on-year rate of variation
in the total amount of funding provided for tourism (2000-2012)
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4.4.Characteristics of the funding

Examining the procedure, characteristics and
instruments of tourism funding is important in
determining to what extent access to funding for
those suffering the greatest exclusion from the
formal system has been achieved. Block D of the
tool’s indicators provides this information.

This group of indicators begins with D1, also
known as the Herfindahl-Hirschman Index
(Hirschman 1964), whose original version has
been used to evaluate the degree of concentration
of financial institutions.

This indicator has been adapted to ascertain to
what extent IFIs concentrate their tourism fun-
ding activities in LAC. The fact that the operations
are concentrated in certain territories may lead to
neglect in other areas in need of stronger financial
support.

The behavior of an organization can be considered

completely concentrated if it obtains a value of 1 in

this indicator. The mean score of the IFIs for indi-
cator D1 was 0.29 (Table 11), meaning that there is

a certain degree of dispersion at the country level.
The IFI with the most homogenous distribution of
funding for tourism is the IFC, whose Herfindahl-
Hirschman index was 0.14.

Funding that promotes financial inclusion is that
which is approved quickly with short, simple, and
flexible bureaucratic procedures; in this way, the
funding will be more accessible to those groups
excluded from the formal financial system. Funds
should also have a low interest rate, a long matu-
rity date and grace periods that will allow funds to
be repaid easily and fluidly. These funding condi-
tions would encourage the opening of the system
and would improve development for the recipients
of the funding (CERISE, 2011; Demirgii¢-Kunt &
Maksimovic, 1999).

Indicators D2, D3, D4 and D5 provide informa-
tion regarding these characteristics of tourism-re-
lated funding granted by IFIs in LAC.

The average period for the approval of the tourism

development projects funded by IFIs in LAC was
nearly sixteen and a half months (Table 11). The
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information for this indicator was obtained from
WB, IFC and IDB figures, due to the limited data
available from the other organizations.

The IDB (2012) indicates that the mean bank in-
terest rate in LAC countries has fluctuated be-
tween 10% and 32% since 2007. Since the mid-
1990s, average annual interest rates have at no
time, and in no LAC country, exceeded 6%. From
1995 to 2012, the average interest rate in the region
has fluctuated between 7.60% (El Salvador) and
43.82% (Brazil) (CEPAL, 2007, 2008, 2009, 2010,
and 2012). Therefore, the effective average cost of
the tourism projects funded by IFIs is much lower
than the normal market interest rate; according to
Indicator D3, the effective average cost was 0.37%
(Table 11).

IFIs are able to grant funding over a longer term,
adapting the maturity dates to the needs of the
recipients. As depicted in Table 11, funding for
tourism is being granted in the very long term,
averaging 20 years, thereby making a very posi-
tive contribution to the growth of the compa-
nies (Demirgiic-Kunt & Maksimovic, 1999).
This finding is particularly notable in the tou-
rism sector, where the investment to be made is
significantly high.

With regard to grace periods, a beneficial as-
pect of financial inclusion, information was on-
ly supplied by the WB and the IDB (Table 11).
These periods are 90 and 60 months, respective-
ly, which represents an average grace period of
approximately six years.

The manner in which the funding reaches the de-
velopment projects is also important. Indicators
D6, D7, D8, D9, D10 and D11 (Figure 5) analyze
the types and forms of financial instruments used
by IFIs and examine which are considered favo-
rable to financial inclusion.

Indicator D6 shows that only the WB and the
IDB have used emergency funding in propor-
tions lower than 10%. This proportion is small
considering the fact that numerous events have
occurred during this period that have been clas-
sified as “difficult and unforeseeable”, requiring
the participation and financial support of these
organizations.
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Source: Authors’ own elaboration from WB (2015), IFC (2015), MIGA (2015), IDB (2015) and OAS (2015).
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Figure 5. Indicators D6, D7, D8, D9, D10 and D11, financial instruments used by the IFls
for the funding of tourism, by organization

Indicator D7 reveals the proportion of funding
granted in the form of small loans (of 30% of the
per capita gross national income (GNTI)) (CERISE,
2011). None of the organizations has funded tou-
rism development projects with financial instru-
ments for an amount of less than 30% of the per
capita GNI. Thus, to establish a reference figure
enabling this indicator to provide information,
small loans have been defined as those of less than
USD 1 million.

Using this new reference, 20% of the funding
for tourism development projects provided by
IFIs was for amounts of less than USD 1 million
(Table 11). This figure is possible thanks to the
OAS, whose funding portfolio is composed of
small financial instruments. The remainder of
the organizations scarcely use this type of fund-
ing instrument.

Indicator D8 reveals the importance attached
to non-repayable grants by IFIs to fund tourism
in LAC. Guarantees are a very useful financial
instrument with low costs. They represent a sig-
nificant benefit in terms of financial inclusion,

since exclusion from the financial system, in
most cases, occurs because applicants are con-
sidered to be poor risks. The MIGA exists for
this purpose. However, the rest of the organiza-
tions make no use of this tool, regardless of its
utility and the potential of guarantees.

On occasion, IFIs channel the funding for tourism
through other financial institutions. This method
allows them not only to support the formal fi-
nancial system by focusing on inclusion, but also
to reach a higher number of final beneficiaries.
Furthermore, this second consequence is achieved
by funding projects that involve other projects in
turn.

Figure 5 suggests that the IFC (8.24%) and the
IDB (3.34%) are the only IFIs that fund tourism
development projects through other financial in-
stitutions (indicator D10), with a mean value of
2.32%. In the case of funding for tourism through
subprojects, IFIs channel 28% of the funding,
demonstrating that they value the potential of
funding projects that involve other tourism-rela-
ted subprojects.
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Table 11. Indicators for the study of the characteristics of the funding, results

Source: Authors’ own elaboration from WB (2015), IFC (2015), MIGA (2015), IDB (2015) and OAS (2015).

Indicator WB IFC MIGA IDB OAS TOTAL
D1, L0300 04 042 023 038 029 .
D2, 6ot 335 - L3977 - 1647 .

D3 0.34% - T 040% - 0.37% ...

..D4. L.254.87 - 17400 29265 ¢ - 240.50

D5 9052 = To.....5987 - 7520

..D6. L TA% o 000% - 000% 0 193% . 0.00%  188%

D7, 000% . 004% - 013%  \  148% -  100.00% @ 20.33%

..D8. 904% o 000% o= 392% 0 100.00% 28.24%

D9 . 000% : 000% . 100.00% . 0.00% . 0.00% . 20.00%

..b1o 000% . 824% . 000% \  334% .  0.00% = 232%
D11 32.26%  1818%  83.33%  839%  0.00% | 28.43%

Note: Multivariate Pillai test for the standardized values 0.741 and p-value <0.001.

Table 12. Indicators of non-financial assistance for financial inclusion, results

Source: Authors’ own elaboration from WB (2015), IFC (2015), MIGA (2015), IDB (2015) and OAS (2015).

Indicator WB IFC MIGA IDB OAS TOTAL
El fenn 22810 2R 000% 1038 1808 1297
E2 25.81% 1.82% 8.30% 11.89% 18.18% 13.00%

Note: Multivariate Pillai test for the standardized values 0.014 and p-value 0.121.

4.5. Non-financial assistance
for financial inclusion

Funding to promote financial inclusion not only
implies support from a financial perspective, but
also requires technical support. On average, 13%
(Table 12) of the funding for tourism granted by
IFIs has been accompanied by technical assistance
and training in financial and business manage-
ment. Ideally, this type of assistance should be
provided in all projects.

As already indicated in section 4.1, for this group
of indicators, there are no differences in the evalu-
ations according to the different IFIs.

5. BREAKDOWN OF THE
RESULTS OF THE TOOL
TO MEASURE FINANCIAL
INCLUSION

After the tool for measuring financial inclusion
efforts has been developed and validated by the
panel of experts, this section provides an analy-
sis of the extent to which IFIs implement financial
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inclusion policies in tourism-related development
projects in Latin America and the Caribbean.
Their performance in relation to each of the indi-
cators is examined after the standardisation of the
data obtained, applying equation 1 to the results.

Applying the formula for standardization given
in section 2 to each block of indicators and each
organization, standardized values are obtained,
allowing the pertinent conclusions to be drawn.
After the standardization, the data obtained for
each of the indicators are shown in Table 13.

Adding the “positive” standardised results and de-
ducting the “negative” ones for each section and
organization (each organization being “I”) leads
to the following statistical expressions:

1
Z, =—\Z, ,*Z, 1, +2Z +
1.4 6 ( 1.Ala 1.41b 1.42a @)
+Z].A2b + ZI.A3a + ZLA3b )9
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It is also possible to obtain a total value for the en-
tire tool and for each IFI, which makes it possible
to draw general conclusions regarding the average
performance of a tourism-funding organization
in relation to a given set of indicators, section or
the complete tool in terms of financial inclusion.
Thus, the expression would be written as follows:

_ ZiyrZip+ L+ 2y + 2 ‘
5

Z, ()

Table 14 lists the average standardized results by
section and for the entire tool.

Table 14. Standardized results of the tool,
by section and overall

Source: Authors’ own elaboration from WB (2015), IFC (2015),
MIGA (2015), IDB (2015) and OAS (2015).

IFC i MIGA: © OAS
0.25 140 056
061 -096 | 0.04
045 -061 - 0.09
020 0.01 0.5
-110 -0.99 056
£ 008 -0.79 C0.22

WB
045
0.24
035
029
146
©0.32

Indicators IDB

A indicators

B indicators

C indicators
D indicators
E indicators

Total

For the A indicators, which include three indica-
tors that are “positive”, the average results suggest
that the best-performing organization, that which
is more strongly oriented to combating financial
exclusion, is the OAS, with an average value of
0.56. The MIGA, whose tourism projects include
very few objectives aimed at financial inclusion,
shows exactly the opposite, with its average rela-
tive value of the indicators at —1.40.

Table 13. Standardized results of the tool
by indicator

Source: Authors’ own elaboration from WB (2015), IFC (2015),

MIGA (2015), IDB (2015) and OAS (2015).
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Within the group of B indicators, the best-per-
forming organization in view of the standardized
results obtained for this section is the IFC with a
value of 0.61, followed by the IDB with a value of
0.53. The case of the MIGA (-0.96) is the opposite.

Section C indicators analyze the volume of fun-
ding and tourism development projects and the
distribution between recipients. In this case, the
IFC again performs better than others in terms
of financial inclusion; the average value of the
standardized C indicators is 0.45, followed by
the IDB (0.42), as in the case of the B indicators.
Once again, the MIGA performs worst (-0.61) in
this regard. Thus, the conclusions of the analysis
in the previous section are confirmed.

The WB (0.29) performs best in the section D
indicators of the tool, followed by the IFC (0.20).
Therefore, the terms offered by the WB and the
IFC for the funding of tourism are better suited
to address the problem of financial exclusion
than those offered by the other organizations.
However, this is not entirely true, since these
organizations did not provide enough informa-
tion to obtain reliable results for all indicators.
Therefore, it can be argued that none of the or-
ganizations stand out for their actions in favor
of financial inclusion when establishing the
terms and instruments for the funding of tou-
rism development projects.

The final section, the E indicators, reveals that
the WB performs best, with an average value of

the indicators far higher than compared with
other cases (1.46).

Finally, a ranking can be established based on the
total value obtained using this tool, presenting in
ascending order the work performed by each or-
ganization in the funding of tourism. Thus, the
ranking would be as follows:

1. World Bank (0.32).

2. Organization of American States (0.22).

3. Inter-American Development Bank (0.15).
4. International Finance Corporation (0.08).

5. Multilateral Investment Guarantee Agency
(-0.79).

All organizations, except for the MIGA, show above-
average performance, with the WB results reflecting
a more significant contribution to financial inclu-
sion. In the description of the standardized results
by section, the most relevant organization was not
the WB but rather the IFC. However, the relative
performance in section E has reduced the final ave-
rage, making it the second lowest in the ranking.

Opverall, the IFC is the best organization regarding
the work performed in favor of financial inclusion in
the funding of tourism. However, non-financial as-
sistance must still be addressed, which undermines
the final result.

CONCLUSION

The tool makes it possible to determine whether the funding granted by IFIs in the field of tourism con-
tributes to financial inclusion, and thereby to ascertain whether the work done through tourism deve-
lopment aligns with IFIs’ policies to combat financial exclusion, at least on paper.

This tool has been applied to nearly three hundred projects funded by these organizations in Latin
America and the Caribbean since the early 1990s to 2012. The results suggest that the efforts made by
IFIs in terms of financial inclusion in Latin America and the Caribbean are far from proportional to
the importance placed on combating financial exclusion in its policies. Actually, there is no connection
between what IFIs preach in their strategic approach and what they practice in combating financial ex-
clusion in tourism development projects.

In reality, the primary beneficiaries of most tourism-related financing by these organizations are go-
vernments and large companies, although this practice does favor financial inclusion. Furthermore,
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they enjoy certain characteristics that are more favourable than normal market conditions, because these
recipients have the largest access to financial markets. Therefore, neither the features, nor the volume of
the funding, nor the non-financial assistance offered by these organizations promotes financial inclusion.

Based on the standardized value of the tool’s results, we rank the organizations’ contributions toward
inclusion through the funding of tourism in Latin America and the Caribbean. The WB scores the hig-
hest value, whereas the MIGA scores the lowest. However, by analyzing the performance in each of the
indicators, the IFC performs best in terms of financial inclusion through the funding of tourism.

The final results imply that the funding of tourism by IFIs is not a strategic approach for financial inclu-
sion. This funding is not inclusive from a financial perspective, and thus the effort being made in this

regard is not altogether sufficient.

It is therefore essential to begin by raising awareness of the importance of financial inclusion and tou-
rism and their role as instruments of economic development. In addition, a strategic approach must be
established to serve as a guide for IFIs to provide inclusive funding for tourism, thereby making them
more efficient in achieving their development objectives and reducing poverty.
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