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Abstract
Tourism is an important economic activity that can contribute to local development by creating jobs, generating income, supporting small businesses and encouraging investment in infrastructure. Tourism spending can benefit accommodation providers, restaurants, transport businesses, tour guides, retailers, farmers, craft producers and many other local services. This means that tourism can have effects beyond businesses that deal directly with visitors. However, tourism development does not automatically guarantee that local communities receive these benefits. Problems such as economic leakage, excessive dependency on visitors, low-quality employment and unequal distribution of income can reduce tourism's contribution to local development.
This report examines tourism as a tool for local economic development. It uses secondary research from academic journals and trusted organisations including the Organisation for Economic Co-operation and Development (OECD), World Bank, International Labour Organization (ILO) and UN Tourism. The report analyses the relationship between tourism, employment, income, entrepreneurship, infrastructure and regional competitiveness. It also considers major risks, particularly tourism dependency and leakage. Real-world examples from Southern Albania, Cabo Verde and rural tourism programmes are used to connect academic theory with practice.
The findings show that tourism can support strong local economic development when local people and businesses are connected to the tourism value chain. Investment in infrastructure, skills, local enterprises and community participation can increase the amount of tourism income retained within a destination. However, destinations should avoid becoming excessively dependent on tourism and should maintain other economic activities. The report concludes that tourism is most effective as a development tool when it is managed as part of a diversified, inclusive and sustainable local economy.
1. Introduction
Tourism is more than the movement of people from one destination to another. It is an economic activity that creates demand for accommodation, food, transportation, entertainment, cultural experiences, shopping and many other services. As a result, tourism can influence the economy of a destination in several ways. Tourists spend money in businesses, businesses employ workers, workers receive income and businesses purchase goods and services from other suppliers. This movement of money can create wider economic benefits for a local area.
Tourism has therefore become an important part of economic-development strategies in many countries and regions. The World Bank describes tourism as an important source of jobs and economic development because tourism connects visitors with long supply chains covering hospitality, transport, food, cultural services and retail. This creates opportunities for micro, small and medium-sized enterprises as well as larger companies.
The connection between tourism and development has also been studied for many years in academic research. Sinclair (1998) explains that tourism can contribute to development through foreign currency earnings, employment and income generation. However, the same research also shows that tourism creates costs and that the economic results depend on the structure of the destination. Therefore, simply increasing visitor numbers is not enough to guarantee successful development.
More recent evidence reaches a similar conclusion. Nunkoo et al. (2020) conducted a meta-regression analysis using 545 estimates from 113 studies examining the tourism-led growth hypothesis. Their findings generally supported a positive relationship between tourism and economic growth, but they also found that results changed depending on the country, research method and other conditions. This is important because it shows that tourism should not be considered an automatic solution for economic development.
Local economic development is especially important because national tourism growth does not necessarily mean that every local community benefits. Hotels may be profitable while nearby households receive limited income. A destination may attract millions of visitors while local businesses struggle to compete with large international companies. Tourism revenue may also leave the local economy when businesses import products or when profits are transferred to companies based elsewhere. For this reason, the quality and distribution of tourism growth are as important as the amount of growth.
The OECD (2024) states that tourism can support economic development, create decent jobs and strengthen communities, but the economic, social and environmental effects of tourism can also become unbalanced. The organisation argues that tourism benefits do not always automatically reach local communities. Effective planning and cooperation are therefore required to spread the benefits more widely.
The purpose of this report is to examine how tourism can support local economic development while also analysing the main risks. The report focuses on employment creation, income generation, small-business development, entrepreneurship, infrastructure and regional competitiveness. It then examines dependency, leakage and unequal distribution of benefits. Finally, real-world examples are used to show how local economic benefits can be strengthened through better planning and cooperation.
2. Literature Review
2.1 Tourism and Local Economic Development
Local economic development can be understood as a process through which businesses, communities and government organisations work to improve economic opportunities and living standards within a particular area. It is different from focusing only on national economic growth because local development considers what happens to people and businesses within specific communities.
Tourism can contribute to local economic development because visitors bring spending from outside the destination. When visitors pay for accommodation, restaurants, transport, attractions or local products, money enters the destination economy. This creates what economists often describe as direct economic effects.
There can also be indirect effects. A local restaurant may buy food from farmers, furniture from a local supplier or cleaning services from another small company. Therefore, tourist spending can support businesses that may never meet tourists directly. There can also be induced effects when tourism workers spend their wages in local shops, housing and other services.
The World Bank notes that tourism can stimulate private investment, create markets for local producers and spread economic opportunities beyond major cities into rural and coastal areas when it is managed effectively. This makes tourism particularly relevant to regions where traditional industries have declined or where employment opportunities are limited.
However, the size of the local benefit depends on how strongly tourism is connected to the rest of the economy. If hotels purchase most of their food locally, employ local residents and use local services, more money stays in the destination. If the same hotels import food, employ workers from outside the area and transfer profits elsewhere, the local multiplier effect becomes weaker.
Therefore, local economic development through tourism depends not only on attracting visitors but also on building strong connections between tourism businesses and local suppliers.
2.2 Employment Creation and Income Generation
One of the clearest economic benefits of tourism is employment. Tourism is labour intensive because many tourism services require direct interaction with customers. Hotels need reception staff, housekeepers, maintenance workers and managers. Restaurants need chefs and waiting staff. Attractions require guides and customer-service workers, while transport businesses need drivers and other employees.
Tourism employment is also wider than traditional hotel and restaurant jobs. Visitors create demand for photographers, artists, craftspeople, activity providers, taxi drivers, event organisers, farmers and retail businesses.
The ILO (2019) explains that tourism can be an important source of employment in rural economies and can provide opportunities for groups that sometimes have limited access to formal employment, including women and young people. Tourism also creates multiplier effects in sectors including agriculture, construction, transport and manufacturing.
Income generated through tourism can therefore reach households in several ways. A person may receive a salary from a hotel. A family may operate a guesthouse. A farmer may sell food to restaurants. A local artist may sell products to tourists. Property owners may also receive rental income from businesses serving visitors.
However, the quality of employment must also be considered. Creating a large number of jobs does not necessarily mean that tourism has created good local development. Some tourism employment is seasonal, temporary or low paid. Working hours can be long during busy seasons, and some tourism employees have limited job security.
The ILO points out that tourism can be affected by decent-work problems including informal employment, low wages, long working hours and insufficient social protection. Therefore, local-development policies should measure not only the number of tourism jobs but also their quality.
Education and training can improve this situation. Local residents need opportunities to develop language, digital, hospitality, business and management skills. Without these skills, higher-paying management positions may be filled by people from outside the community while residents remain concentrated in lower-paid positions.
This demonstrates that employment creation and skills development should be planned together. Tourism creates greater local value when residents can move from entry-level employment into supervisory, professional and entrepreneurial roles.
2.3 Small Business Growth and Entrepreneurship
Tourism can provide an attractive market for small businesses because visitors demand many different products and experiences. Entrepreneurs can operate guesthouses, cafés, restaurants, walking tours, bicycle rentals, transport services, souvenir shops and cultural activities. Tourism can also create demand for local food, handicrafts and creative products.
Small enterprises are particularly important because they can keep tourism income within the destination. Thomas, Shaw and Page (2011) explain that small firms have long been recognised as an important part of the tourism sector, although small tourism businesses can also face challenges relating to growth, management and competitiveness.
Tourism entrepreneurship can also have a social-development purpose. Aquino, Lück and Schänzel (2018) argue that tourism social entrepreneurship can combine commercial activity with efforts to improve community well-being. This may include businesses that employ disadvantaged residents, protect cultural traditions or use part of their income for community projects.
For local entrepreneurs to succeed, however, they require a supportive business environment. Access to finance is a major issue because small tourism businesses may need money for buildings, equipment, licences, marketing and technology before they begin receiving visitor income.
Digital skills are also becoming more important. A small guesthouse can now reach international visitors through websites and online booking platforms, but businesses that do not have digital skills or reliable internet access may be excluded from these markets.
UN Tourism's rural-development work therefore includes access to finance, infrastructure, entrepreneurship, digitalisation and stronger tourism value chains among its development priorities.
Government and development organisations can support entrepreneurship through training, small-business finance, simplified regulation, marketing support and networks that connect businesses with larger tourism companies. The goal should not be to protect every small company from competition, but to remove unnecessary barriers so that local entrepreneurs have a realistic opportunity to participate.
2.4 Infrastructure Development
Tourism development often requires investment in infrastructure. Visitors need roads, airports, public transportation, electricity, clean water, waste systems, digital connectivity and safe public spaces. Investment in these facilities can benefit residents as well as tourists.
The World Bank identifies transport, energy, water, sanitation, waste management and digital connectivity as important foundations for successful tourism destinations. Better infrastructure can reduce business costs and make a destination more attractive to investors.
Tourism can therefore provide a reason for governments to invest in infrastructure that may previously have received limited attention. For example, improving a road to a rural tourism destination may also make it easier for residents to reach schools, hospitals and markets. Better internet connectivity for tourism businesses can also allow other local companies to participate in the digital economy.
However, infrastructure investment needs careful planning. Building large airports, roads or resorts specifically for tourism can become expensive if visitor demand does not reach expected levels. Infrastructure can also damage natural environments when development is poorly controlled.
Local communities should therefore be involved in determining infrastructure priorities. Development should address both visitor requirements and residents' long-term needs.
2.5 Tourism and Regional Competitiveness
Regional competitiveness describes the ability of a region to attract investment, visitors and economic activity while maintaining a good quality of life for residents. Tourism can improve competitiveness by increasing the visibility of a region and encouraging investment in transport, public spaces, skills and businesses.
A successful destination can create a cluster of connected economic activity. Hotels create demand for restaurants and food suppliers. Cultural attractions support guides and creative businesses. Adventure tourism may encourage investment in outdoor equipment, transport and local accommodation.
The OECD (2024) explains that regional and local planning can strengthen cooperation between governments and tourism SMEs and improve coordination of investment. Local planning can also connect tourism development with wider economic-development policies.
Competitiveness should not be measured only by visitor numbers. A destination attracting fewer tourists who stay longer, purchase local products and support local businesses may create more local value than a destination receiving very high visitor numbers with limited local spending.
This suggests that tourism strategies should focus on value as well as volume. Improving service quality, creating distinctive local experiences and supporting businesses can help a destination compete without relying only on lower prices.
2.6 Tourism Dependency
One major risk of using tourism for economic development is dependency. A local economy becomes tourism dependent when a large share of employment, income and business activity relies on visitors.
Tourism demand can change very quickly because of recessions, political instability, pandemics, natural disasters, transport disruption and changing consumer preferences. The COVID-19 pandemic demonstrated how vulnerable destinations can become when international travel suddenly falls.
Watson and Deller (2022) studied tourism dependency and regional economic resilience. Their research found that greater tourism and hospitality dependency generally reduced economic resilience, although the effect varied between locations.
This does not mean that destinations should avoid tourism. Instead, they should avoid allowing tourism to replace every other economic sector.
Agriculture, manufacturing, professional services, technology and other activities can provide alternative income when tourism demand falls. Tourism can also be connected to these industries. For example, hotels can purchase food from local farms rather than replacing agriculture with tourism development.
A diversified local economy therefore provides greater protection against shocks.
2.7 Economic Leakage
Economic leakage occurs when money generated by tourism leaves the local destination rather than remaining in the economy.
Leakage can happen when hotels import food, furniture or equipment. It can occur when international companies transfer profits to their headquarters. Foreign airlines, online travel businesses and tour operators can also receive part of the money that tourists spend.
Chaitanya and Swain (2024) identify economic leakage as an important issue because it can reduce tourism's contribution to destination development. Their review explains that understanding and reducing leakage is important for improving economic resilience and self-sufficiency.
Leakage does not mean that all imported products or international investment are harmful. Some destinations cannot produce everything that tourism businesses require, and foreign investors can provide capital, expertise and access to international markets.
The key issue is balance. Destinations should look for realistic opportunities to replace unnecessary imports with competitive local products.
The United Nations Environment Programme and World Tourism Organization have argued that increasing links within the local economy and reducing unnecessary leakage can improve the proportion of tourism spending retained by host communities.
Local purchasing programmes can be useful. Hotels can work with farmers to improve food quality and consistency. Tourism businesses can purchase local crafts and services. Training programmes can help suppliers meet safety, quality and delivery requirements.
The objective should therefore be to turn tourism leakage into stronger local economic linkages.
2.8 Unequal Distribution of Tourism Benefits
Another problem is that tourism income may not be distributed equally.
People who already own land, buildings or capital may find it easier to establish tourism businesses. Low-income residents may not have the money needed to open a hotel, restaurant or tour company. As tourism expands, property prices and rents can also rise.
This means that tourism can increase the total income of a destination while some residents receive very few benefits.
Pang et al. (2024) studied income distribution in pro-poor tourism in Yuanyang, China. Their research compared government-led, corporation-led and community-led approaches. The findings showed stronger visitor responses to community-led income distribution and highlighted the importance of trust and community engagement.
This supports the idea that communities should not be treated only as employees in tourism development. Residents should also have opportunities to become entrepreneurs, suppliers and decision-makers.
The OECD similarly stresses that the benefits and costs of tourism should be more widely shared and that local communities should participate in tourism planning.
Fair distribution does not mean every person receives exactly the same income. Instead, it means that local residents have genuine opportunities to participate and that public policy prevents tourism benefits from becoming concentrated among a small number of organisations.
3. Methodology
This report uses a secondary research methodology. Primary research such as interviews, questionnaires and surveys was not conducted. Instead, information was collected from existing academic and institutional publications.
The research used peer-reviewed journal articles and reports from trusted international organisations. Major institutional sources included the OECD, World Bank, International Labour Organization and UN Tourism. These organisations were selected because they publish research and policy information relating to tourism, employment, regional development and sustainability.
Peer-reviewed academic research was also used to provide theory and critical analysis. The literature covered tourism-led economic growth, small tourism enterprises, tourism dependency, economic leakage and the distribution of tourism income.
The research was organised around the requirements of the assignment. Evidence was first identified on employment and income. The review then examined small businesses, entrepreneurship, infrastructure and regional competitiveness. A second group of evidence focused on the risks of dependency, leakage and unequal benefit distribution.
Real-world case studies were included to demonstrate how these issues work in practice. Southern Albania was selected because World Bank evidence provides information on investment in heritage, infrastructure, employment and business growth. Cabo Verde was selected because tourism is economically important but also shows challenges relating to dependency and the need to strengthen local supply chains.
The main limitation of this methodology is that secondary sources use different countries, time periods and methods. Results from one destination cannot automatically be applied to every other destination. For this reason, the report compares different sources rather than relying on one case.
4. Findings
4.1 Tourism Creates Employment and Income Opportunities
The research shows that tourism can be an important source of employment and local income. Jobs are created directly in hotels, restaurants, transport and attractions, while indirect opportunities arise in agriculture, retail, construction and business services.
Tourism is particularly useful where local residents have limited alternatives for employment. Rural tourism can provide extra income to farming households through accommodation, food experiences, guiding and local products.
However, job numbers alone are not enough to judge success. Seasonal and low-paid work can reduce the long-term benefits. Skills programmes, employment standards and opportunities for promotion are therefore important.
The evidence suggests that tourism works best when employment policy focuses on both the quantity and quality of jobs.
4.2 Tourism Encourages Local Business Development
The second major finding is that tourism can create a market for local entrepreneurship.
Small businesses can benefit because tourism demand is diverse. One visitor may spend money on accommodation, meals, transportation, shopping, entertainment and activities during the same trip.
This creates space for many different enterprises instead of one tourism company receiving all visitor spending.
The World Bank's research on integrating local SMEs into tourism in Cabo Verde, São Tomé and the Gambia specifically examines how local businesses can participate more effectively in tourism value chains and gain better access to finance.
This suggests that increasing visitor numbers should be combined with programmes helping local companies supply the tourism industry.
4.3 Tourism Can Support Infrastructure Investment
Tourism can provide both a reason and a source of support for infrastructure improvement.
Roads, public areas, transport, sanitation, digital networks and heritage facilities improve the visitor experience but can also support wider community development.
The economic effect can be especially strong when public infrastructure encourages private investment. A government may restore a historic centre, after which local families open cafés, accommodation and shops nearby.
This relationship can be seen clearly in Southern Albania.
4.4 Case Study: Southern Albania
Southern Albania provides a strong example of tourism being used to support local economic development.
The World Bank-supported Integrated Urban and Tourism Development Project invested in areas including Berat, Gjirokastra, Përmet and Saranda. The programme focused on restoring heritage sites, improving infrastructure and expanding tourism services.
World Bank reporting shows that approximately 200,000 square metres of public space were upgraded. Improvements included roads, plazas, paths, lighting, visitor facilities and accessibility measures. Tourism-related businesses in the supported areas more than doubled after the project began in 2019.
The project demonstrates how public infrastructure can stimulate private entrepreneurship. Families converted historic homes into accommodation, while other entrepreneurs developed food, cultural and outdoor experiences.
Thousands of jobs were reported to have been created, including opportunities for women, young people and persons with disabilities.
This case is important because development was not based only on building large hotels. Investment in heritage and public infrastructure created conditions in which local businesses could participate.
However, Albania will still need to manage future tourism growth carefully. Rapid increases in demand can create pressure on housing, infrastructure, natural resources and local communities if development is not controlled.
4.5 Case Study: Cabo Verde
Cabo Verde provides a different example because tourism is highly important to the country's economy.
Tourism creates employment and brings international visitor spending, but high dependence also creates economic risk. The country therefore provides a useful example of both the opportunities and limitations of tourism-led development.
A World Bank tourism programme in Cabo Verde aims to diversify tourism across different islands and strengthen links between tourism and local communities. The project includes investment in tourism and blue-economy infrastructure, support for local SMEs and women-led businesses, and improvements to destination management.
An important part of the project is helping local businesses provide products and services to hospitality companies. This can reduce leakage because hotels and other tourism businesses buy more from local suppliers.
The case demonstrates why local economic development requires more than simply bringing tourists into a country. Tourism revenue must be connected with local businesses.
Cabo Verde also illustrates the risk of dependency. If a destination relies heavily on international arrivals, major international shocks can quickly reduce income and employment. Diversifying both the tourism product and the wider economy can therefore make development more resilient.
4.6 Rural and Community-Based Tourism
Rural tourism can spread economic opportunities beyond major cities and resorts.
UN Tourism's rural-development programme identifies tourism as a potential tool for reducing regional income differences, creating opportunities, improving infrastructure, supporting entrepreneurship and protecting cultural and natural resources.
This is particularly important because rural areas often experience youth migration when younger people leave in search of employment.
Tourism can create reasons for young people to remain or return if they can develop viable businesses. Accommodation, food, guiding, outdoor activities and cultural products can provide additional sources of income.
UN Tourism also assesses rural destinations on factors such as economic sustainability, social sustainability, tourism value-chain integration, infrastructure and governance.
This shows that successful rural tourism is not simply about attracting visitors to attractive landscapes. It requires business support, transport, community participation, skills and environmental protection.
5. Discussion
5.1 Maximising Local Economic Benefits
The evidence shows that tourism has clear potential to support local economic development, but the most important issue is how tourism is organised.
Visitor numbers alone should not be used as the main measure of success. A destination can receive large numbers of tourists while much of the spending leaves the local economy.
A stronger measure would examine how much visitor spending is retained locally, how many residents have good-quality employment, how many local businesses participate in tourism and whether tourism improves residents' quality of life.
Local sourcing is particularly important. Hotels and restaurants can be encouraged to purchase food from local farmers and fisheries where suitable products are available. Local construction companies can participate in tourism development. Craftspeople and cultural businesses can be included in visitor experiences.
This creates stronger multiplier effects because tourism money passes through several local businesses before leaving the economy.
Local economic development also becomes stronger when communities participate in ownership. Employment provides income, but business ownership allows residents to build assets and potentially receive a greater share of tourism profits.
5.2 Reducing Leakage
Tourism leakage cannot be completely eliminated because modern tourism is connected to national and international supply chains.
A remote island may need to import vehicles, technology or specialised equipment. International airlines and booking platforms are also important for bringing tourists to destinations.
The practical goal should therefore be to identify areas where local supply is realistic.
Destinations can conduct tourism value-chain studies to identify products currently imported by hotels and restaurants. Governments can then determine whether local enterprises could supply these products competitively.
For example, if hotels import vegetables because local farmers cannot provide a consistent quantity, development agencies could work with farmers to improve production planning rather than simply requiring hotels to purchase locally.
This creates a more sustainable approach because local businesses become competitive suppliers rather than depending permanently on protection.
Chaitanya and Swain's (2024) review of tourism leakage supports the importance of understanding how money leaves destinations and developing measures to strengthen local economic retention.
Procurement policies, supplier-development programmes, training and business finance can all increase linkages between tourism and the local economy.
5.3 Supporting Local SMEs and Entrepreneurs
Small businesses are essential to inclusive tourism development because they allow a wider group of residents to participate in the tourism economy.
However, small entrepreneurs face several barriers. They may lack finance, marketing skills, technology, information and access to large tourism companies.
Local governments, development agencies and private businesses should therefore cooperate to create business-support programmes.
Training should include financial management, customer service, digital marketing, sustainability and product development. Business owners should also receive information about licences and regulation in clear language.
Access to finance is another important issue. Small loans, grants and credit guarantees can help entrepreneurs purchase equipment or improve facilities. However, financial support should be linked with realistic business planning so that businesses do not take on unsustainable debt.
Networking can also improve performance. A small guesthouse can recommend a local restaurant, the restaurant can promote a cultural tour, and the tour company can direct customers to a craft producer. Cooperation creates a local tourism ecosystem in which several businesses benefit from the same visitor.
The World Bank's work on tourism SMEs in African destinations demonstrates the importance of access to finance, value chains and entrepreneurship in strengthening local participation.
5.4 Building a More Resilient Local Economy
Tourism development should be part of economic diversification rather than a replacement for every other industry.
Dependency becomes dangerous when local employment and government revenue rely too heavily on visitors. A sudden fall in tourism demand can then affect the whole economy.
Watson and Deller (2022) provide evidence that heavy tourism dependency can reduce regional economic resilience.
Destinations should therefore strengthen links between tourism and other sectors rather than allowing tourism to displace them.
Agriculture is a good example. Tourism can create a new market for farmers by increasing demand for local food. This allows agriculture and tourism to support each other.
Creative industries can also benefit. Local music, art, crafts and festivals can become part of the tourism product while maintaining economic activities that also serve local residents.
Education and digital services may similarly connect with tourism without becoming completely dependent on it.
Seasonality should also be managed. Destinations that depend on a short summer or winter season can face unemployment during the rest of the year.
Events, cultural tourism, business travel and other tourism products can sometimes extend the season. However, diversification outside tourism remains important because not every demand shock can be solved by attracting a different type of tourist.
5.5 Improving Cooperation Between Stakeholders
Tourism involves many stakeholders, which means cooperation is necessary for effective local development.
Local government is responsible for areas such as planning, infrastructure, waste management and regulation.
National government can influence transport, investment, taxation and tourism policy.
Private tourism businesses create products, employment and investment.
Local communities provide labour, culture, knowledge and the social environment in which tourism operates.
Educational organisations can provide training, while NGOs and development organisations may support communities and small businesses.
If these groups work separately, development can become fragmented. For example, a tourism authority may promote a destination internationally while local infrastructure cannot manage additional visitors.
The OECD (2024) places strong emphasis on coordination between national, regional and local levels of government and greater stakeholder involvement in tourism policy.
A useful local cooperation framework would include regular meetings between government, community representatives and tourism businesses.
Stakeholders could agree on shared indicators such as local employment, average wages, percentage of local purchasing, number of locally owned tourism businesses, visitor satisfaction and resident satisfaction.
These measures would provide a broader picture than visitor numbers alone.
Community participation is especially important because residents experience both the benefits and costs of tourism.
If tourism increases congestion, waste or housing costs, residents may lose support for further development.
Therefore, consultation should take place before major projects are approved rather than after decisions have already been made.
Pang et al. (2024) show that community-led approaches to income distribution can strengthen engagement and trust within pro-poor tourism.
This supports the wider principle that people should have a meaningful role in development that affects their communities.
The final responsibility of tourism policy should therefore be to balance economic growth with long-term local well-being.
Tourism can generate employment, encourage entrepreneurship, improve infrastructure and strengthen regional competitiveness. However, these benefits become more sustainable when tourism is locally connected, economically diversified and supported by cooperation.
6. Conclusion
This report has examined tourism as a tool for local economic development. The evidence shows that tourism can create significant economic opportunities because visitors generate demand for accommodation, restaurants, transport, attractions, retail and many other services.
Tourism can create direct employment while also supporting indirect jobs in agriculture, construction, transport and other industries. It can increase household income, create markets for small businesses and encourage entrepreneurship. Tourism development can also support investment in roads, public spaces, digital connectivity, heritage sites and other infrastructure.
The example of Southern Albania demonstrates how investment in heritage and public infrastructure can stimulate private businesses and employment. Cabo Verde shows how tourism can support development while also demonstrating the importance of stronger local supply chains and economic diversification.
However, the report also finds that tourism is not automatically beneficial for local communities. Excessive dependency can make a destination vulnerable to economic shocks. Tourism leakage can result in a large share of visitor spending leaving the local economy. Benefits may also be distributed unevenly if local residents lack access to finance, land, skills or business opportunities.
For these reasons, destinations should focus on the quality of tourism development rather than only increasing visitor numbers.
Local purchasing should be encouraged wherever local suppliers can provide competitive products. SMEs should receive appropriate training, finance and digital support. Local people should have opportunities to own businesses and participate in tourism planning.
At the same time, destinations should maintain a diversified economy. Tourism should strengthen industries such as agriculture, cultural production and local services rather than replacing them.
Effective local development also requires cooperation between government, businesses, communities, educational organisations and other stakeholders.
Overall, tourism can be a powerful tool for local economic development, but its success depends on how it is planned and managed. Tourism creates the greatest long-term benefit when visitor spending remains within the destination, local people participate in employment and ownership, infrastructure benefits residents as well as visitors, and tourism growth is balanced with wider economic and social priorities.
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Appendices
Appendix A: Main Ways Tourism Supports Local Economic Development
Employment creation: Tourism creates employment in hotels, restaurants, attractions, transport, retail and other services. It can also support indirect employment in agriculture, construction and other industries.
Income generation: Employees receive wages while business owners earn income from tourist spending. Local suppliers can also increase their income by selling products and services to tourism businesses.
Small-business development: Tourism creates opportunities for guesthouses, restaurants, cafés, tour guides, activity providers, craft businesses and other local enterprises.
Entrepreneurship: Tourism creates new markets that allow residents to develop products and experiences for visitors.
Infrastructure: Tourism can encourage investment in roads, transport, public spaces, sanitation, internet connectivity and heritage facilities.
Regional competitiveness: Successful tourism can improve the reputation of a destination, attract private investment and strengthen local business networks.
Appendix B: Main Risks of Tourism-Led Development
Tourism dependency: Heavy dependence on tourism can make a destination vulnerable when visitor demand suddenly decreases.
Economic leakage: Money leaves the destination when businesses import goods and services or when profits are transferred outside the local economy.
Unequal benefits: Tourism income can become concentrated among large businesses, property owners or outside investors.
Low-quality employment: Tourism can sometimes create seasonal, low-paid or insecure employment.
Infrastructure pressure: Large visitor numbers can create pressure on transport, water, waste systems and public services.
Higher local prices: Strong tourism demand can contribute to increasing land, housing and service prices in some destinations.
Appendix C: Practical Local Tourism Development Framework
A destination seeking to use tourism for local economic development should first identify the tourism resources and skills already available within the community. Government and local stakeholders should then develop a shared tourism plan that explains how growth will create benefits for residents.
Local businesses should be connected with hotels, restaurants and tourism attractions through supplier networks. Training and finance should be made available to SMEs and entrepreneurs. Infrastructure should be designed to benefit residents as well as visitors.
Tourism performance should then be monitored using indicators such as local employment, employee wages, locally owned businesses, local purchasing, visitor spending, resident satisfaction and environmental impacts.
Finally, tourism should be developed alongside other industries so the local economy remains diversified and resilient.
Appendix D: Summary of Real-World Examples
Southern Albania: Investment in heritage sites and public infrastructure has supported tourism business development, private investment and employment in destinations including Berat, Gjirokastra, Përmet and Saranda.
Cabo Verde: Tourism contributes strongly to the economy, while current development programmes focus on increasing SME participation, diversifying tourism activities and strengthening links between tourism companies and local communities.
Rural Tourism: UN Tourism programmes demonstrate how tourism can be linked with local entrepreneurship, cultural heritage, infrastructure, agriculture and community participation to support development in rural destinations.
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