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The economy of TCI depends for a substantial part on tourism. And tourism depends on
the natural resources of TCI. The natural capital of TCI is therefore a very important
source for a healthy local economy. However, the investments in natural capital are
rather limited. Relatively small additional investments are required to improve the
financing of the institutions and organisations in charge of conserving and managing
natural capital in TCI. TCI’s legal framework provides possibilities for these additional
investments from existing revenue streams, including the possibility of ring-fencing or
earmarking them to guarantee a long term sustainable income source.
 Investing in natural capital is crucial to a healthy TCI economy.
 In 2015 the hotel and restaurant sector would contribute approximately 38.75% of
TCI’s GDP.
 The tourism value generated by TCI’s natural capital has an economic value of USD
45.5 million per year.
 The financial needs for an optimal nature conservation by TCI’s government alone
are approximately USD 2.6 million per year.
 The additional investment needed for the protection and conservation of TCI’s natural
capital would be covered by a reallocation of 1.80% of the existing tourism related
revenues (around USD 1.1 million of USD 61.5 million).
 There is in principle financial and legal potential to reallocate at least a small
percentage of the existing tourism related revenues. The reallocation of government
revenues can help fund investments that must be made in protected area
management.

The challenge
The economy of TCI depends for a substantial part on tourism. And tourism depends on
the natural resources of TCI.
In total around one million tourists visit the Turks & Caicos Islands (TCI) each year, of
which approximately 30% correspond to stay-over tourists. According to the most recent
departing visitors’ surveys, the majority of tourists in this group spend between 4 and 7
days on the islands with the main motivation of enjoying the sun, sea, sand and several
outdoor activities that rely, partially or completely, on local ecosystems (KPMG, 2015;
SPPDTCI, 2015). The estimated income for TCI’s government from hotel and restaurant
taxes alone for the financial year 2015-2016 was approximately USD 54 million. Table 1
shows that it was estimated that in 2015 the hotel and restaurant sector would contribute
approximately 38.75% of TCI’s GDP. Compared to the previous year, in 2014 stay-over
tourist visits grew more than 23% and cruise tourist visits grew almost 25%.
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Table 1. Contribution of hotel and restaurant sector to TCI’s GDP (Source: SPPDTCI, 2015)

Despite the important role of nature for the tourism industry in TCI (see Figure 1), local
ecosystems such as beaches and coral reefs face several severe threats. These
ecosystems are affected, amongst others, by the impacts of coastal developments,
damage to coral reefs attributed to ship grounding, inappropriate waste disposal, lack of
enforcement capacity and support system, illegal fishing, beach erosion, alien species
invasion, and the effects of climate change. On one hand, there is a lack of insight on the
annual contribution of ecosystems to TCI’s economy. On the other hand, there is a lack
of understating of the impact on tourism numbers if the environment would severely
degrade. This is partly reflected in the fact that there is no fixed part of the revenues from
tourism, such as hotel and restaurant taxes, earmarked to ensure an effective nature
management that addresses the threats to the important services these natural
resources deliver to TCI’s economy.
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Figure 1. Factors Considered Important in Deciding to Visit TCI (Source: SPPDTCI, 2015)

Insight is required that support the urgency to ensure sustainable finance for nature
management in TCI. This has been realized by the Gulf and Caribbean Fisheries Institute
(GCFI) commissioning Wolfs Company to look at the value of nature for tourism in TCI
and, together with stakeholders on TCI, they have identified potential financing
mechanisms for nature management derived from tourism revenues.
Tourism value depends on the natural capital of TCI
The natural capital of TCI is a very important source for a healthy local economy.
First of all, the contribution of the natural environment to tourism is economically valued,
which is called its tourism value. This tourism value is calculated through the addition of
the consumer surplus and the producer surplus.
The producer surplus is based on the 2014/2015 tourism figures and related
expenditures. The estimated amount of tourism expenditures per year, which is
attributable to the quality of local ecosystems in TCI, represents almost USD 37 million.1
The consumer surplus is based on the Willingness to Pay (WTP). The estimated total
annual WTP for additional nature conservation of tourists visiting TCI was also
calculated. This estimation is based on WTP estimates of tourists with similar
characteristics as those vising TCI, based on data from other studies in Caribbean
Islands carried out by Wolfs Company and the latest survey of departing visitors in TCI
(SPPDTCI, 2015). The analysis suggests that tourists may be willing to pay between
USD 8.1 and USD 8.9 million per year for more nature conservation on TCI. This
willingness to pay is in addition to other fees that are currently paid by visitors.2
Table 2 presents the estimate total tourism value of nature in TCI, which are the benefits
to the tourism industry that can be attributed to local ecosystems. These benefits can be
The allocation of expenditures to the natural environment is explained in the document ‘Final deliverables
TSCF Phase-II – 1. Tourism Value (April 2016)’, prepared by Wolfs Company.
2 For more detailed information, see the document ‘Final deliverables TSCF Phase-II – 1. Tourism Value
(April 2016)’, prepared by Wolfs Company.
1
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valued at approximately USD 45.5 million per year, based on the total number of tourists
that visited the islands in 2014 (SPPDTCI, 2015). If calculated per visitor, the value that
local ecosystems create for the tourism industry from an average tourist’s stay is
approximately USD 127 per visitor per stay.

Table 2. Total tourism value of local ecosystems in TCI

Financial means and needs for nature management in TCI
The natural capital supports a healthy economy by delivering its services to the tourism
industry of TCI. However, the current investments in the management and conservation
of these important natural resources are rather limited. Especially in comparison to the
revenues the industry generates.
Table 3. Tourism economy in relation to natural capital and investments in TCI’s nature

Table 3 presents a comparison of different amounts:
The estimated total expenditures from non-packaged tourists only visiting TCI in the year
2014 was around USD 337 million. The income generated for TCI in the financial year
2015-2016 from hotel and restaurant taxes alone was approximately USD 54 million,
representing 23% of the revenue for the government in this period. Although nature in
TCI is estimated to contribute annually with at least USD 45 million to the tourism
industry, financial resources to permit effective protected area management are scarce
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and there is no fixed part of the revenues from hotel and restaurant taxes, or other fees
and taxes, earmarked for nature management.
The estimated total expenditures of the Department of Environment and Coastal
Resources & Maritime Affairs and the Protected Areas Department together for the
period 2015-2016 were USD 1.7 million, versus the value of approximately USD 45
million annually created by local ecosystems. The Department of Environment and
Coastal Resources (DECR) together with Wolfs Company has developed three financial
scenarios; the current financial situation scenario, a financial plan for a basic
conservation management scenario, and a financial plan for an optimal conservation
management scenario. 3 Through the elaboration of the financial plan for the different
conservation management scenarios, it was identified that, as in other locations in the
Caribbean, DECR’s current annual budget of USD 1.7 million is not sufficient to cover
even basic conservation management needs, such as infrastructure, staff positions and
enforcement, and conservation programs such as education, outreach and monitoring
that are essential to ensure effective protection and the sustainable use of the
ecosystems that attract tourists to TCI.
Figure 2 shows that from the period 2016-2021, on a yearly average, an estimated
financing gap of approximately USD 387,381 and USD 1,106,336 per year exists,
respectively, for the basic and optimal conservation of the protected areas in TCI,
compared to the current budget estimations.4

Figure 2. Financing gaps in three management scenarios (yearly averages for the period 2016-2021)

Figure 3 presents a yearly average of the costs for the different management and
conservation programmes run by DECR, in the current scenario, basic management
scenario and optimal management scenario. This figure shows that the areas that are
currently most underfinanced and require the most additional investment are
infrastructure, patrolling and enforcement, and monitoring and research. Both of these
areas are crucial for the conservation of TCI’s ecosystems. Furthermore, investments in
enforcement could even be revenue generating as they will enable DECR to enforce

See for more information, the document ‘Final deliverables TSCF Phase-II – 2. Financial Plan (April
2016) and accompanying appendixes which include a financial model, prepared by Wolfs Company.
These documents include, amongst others the costs and revenues included in the calculations and
which costs could not be contemplated.
4 Since some financial information, including costs, could not be included in the analysis due to lack of
data, the estimated financing gaps should be interpreted only as the minimum amount estimated for
approaching the alternative basic and optimal management scenarios, and not as absolute numbers.
3
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regulations and pursue transgression cases in court, which could further contribute to
ensure financial sustainability of DECR.

Figure 3. Costs for DECR’s programmes in the three management scenarios (yearly average for the
period 2016-2021)

Sustainable financing options from tourism for nature conservation within TCI’s
legal framework
Relatively small additional investments in TCI’s natural capital can be made within the
current legal framework, by reallocating governmental revenues from tourism to nature
management.
A number of innovative financial mechanisms could be developed to address the
identified financing gaps. However, through stakeholder consultation, it was concluded
that the current focus should be on the potential of creating income from the financial
value generated by tourism to contribute to nature conservation.5 Therefore, possibilities
were considered for new or additional revenue streams for DECR within the existing legal
framework. This includes assessing whether there are current revenue streams that
could be allocated directly to DECR, or ‘earmarked’ for nature conservation.
The review of the relevant regulations creating nature and tourism related fees and taxes
and the current government budget show that an approximate yearly estimate of USD
692,000 in fees and taxes is being allocated to DECR, while the approximate estimate of
other revenue sources related to tourism is USD 61,535,802. 6 The most effective
intervention would be to reallocate some of these revenues to nature conservation. Table
See for more detail, the report of the workshop on ‘The sustainable finance framework with MPA
managers and stakeholders’ held in TCI on June 26 2015, prepared by Wolfs Company.
6 See for more detailed information, the document ‘Final deliverables TSCF Phase-II – 3. Legal
Framework (April 2016), prepared by Wolfs Company.
5
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4 shows that if only a small percentage, respectively 0.63% or 1.80%, of the total amount
currently being collected would be reallocated to DECR, these financing gaps could be
bridged. These additional investments, respectively around USD 387,381 and USD
1,106,336 per year to DECR seem very small compared to the estimated value of USD
45 million that nature contributes to the tourism industry yearly. Additionally, a slightly
higher reallocation of funds could further contribute to the budgets of other nature
management organizations that support nature conservation, such as TCI’s National
Trust or TCI’s Reef Fund (TCRF).
Table 4. Percentage of tourism taxes required to bridge financing gaps (based on yearly averages for the
period 2016-2021)

TCI’s legal framework provides options for this reallocation.7 For example reallocation of
funds can be done through an increase in the regular budget planning, through the
amendment of the specific ordinances to specify that a government entity, such as
DECR, or a new statutory body, could collect and administer or share these funds without
them being transferred first to the consolidated fund, or through the creation and proper
establishment of funds for a new statutory body with the mission of managing the
protected areas of TCI, which would further fund DECR and other nature management
organizations such as TCI’s National Trust and TCRF. From these three possible
options, it would be recommended to ensure that the legal changes effectuated
guarantee the long term ring-fencing of earmarking of the funds for nature conservation.
Table 5 shows three potential sources for the reallocation of revenues from existing fees
and taxes in order to bridge the identified financing gaps in the basic and optimum
management scenarios for DECR, respectively, and preferably to increase the funding of
other nature conservation organizations as well. In addition, it was suggested during the
workshop that a small portion of the Cruise Passenger Fee, for example USD 0.50 per
head, which would amount to an approximate of USD 390,000 yearly, could also be
destined for nature management.

See for more detailed information, the document ‘Final deliverables TSCF Phase-II – 3. Legal
Framework (April 2016), prepared by Wolfs Company.
7
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Table 5 Potential options for revenue reallocation for nature management

Conclusions and recommendations
The natural ecosystems of TCI contribute a great economic value to TCI’s economy. This
economic value is maintained by investing in TCI’s natural resources, by investing in
nature management and conservation.
As described in this factsheet the actual level of investment in nature management is
short from the financial needs to manage these ecosystems in an optimal or even basic
way by DECR, let alone the other nature conservation organizations. There is a high
potential to relocate existing financing revenues to DECR and these other organizations
within options provided by TCI’s current legal framework.
Conclusions


Investing in natural capital is crucial to a healthy TCI economy.



In 2015 the hotel and restaurant sector would contribute approximately 38.75% of
TCI’s GDP.



The tourism value generated by TCI’s natural capital has an economic value of
USD 45.5 million per year.



The financial needs for an optimal nature conservation by TCI’s government
alone are approximately USD 2.6 million per year.



The additional investment needed for the protection and conservation of TCI
natural capital would be covered by a reallocation of 1.80% of the existing
tourism related revenues (around USD 1.1 million of USD 6.5 million).



There is in principle financial and legal potential to reallocate at least a small
percentage of the existing tourism related revenues. The reallocation of
government revenues can help fund investments that must be made in protected
area management.

Recommendations


To protect the natural environment, sufficient and sustainable funding for nature
management is required. If the investment in natural capital is not structurally
increased, this may affect TCI’s overall economy, while the required increase is
minimal in comparison with the benefits.



The funds reallocation should be accompanied by legal changes that would
guarantee the long term and structural ring-fencing of earmarking of the funds for
nature conservation.
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Within DECR, the budget allocation to the different programs can also be
improved to ensure efficiency of budget spending and achievement of program
objectives. This could be done through a transparent allocation of budget to each
program at the beginning of the financial year, accompanied by a reporting
obligation by each program responsible at the end of the financial year, including
how budget was spent and environmental and economic indicators to track
achievement of program objectives.

This project could not have been possible without the support of the representatives of
the Turks and Caicos Islands Government Ministry of Tourism, Environment, Heritage
and Culture, the Turks and Caicos Reef Fund, The Turks and Caicos National Trust, the
Tourist Board and the Turks and Caicos Hotel and Tourism Association. Special thanks
go to the Honorable Minister of Tourism, Environment, Heritage and Culture Ms. Portia
Stubbs-Smith and the Permanent Secretary Mrs. Desiree Lewis, Director of the
Department of Environment and Coastal Resources Dr. John Claydon, and the Head of
the Department of Environment and Maritime Affairs Mr. Henry Wilson. In particular, Dr.
Eric Salamanca’s continuous collaboration and coordination with other stakeholders was
invaluable to achieve the objectives of this project.

Further information
Several of the figures and numbers included in this fact sheet are estimates to provide an
indication of the financial and economic relations of the different values presented. The
underlying documentation explaining the sources, methods, process and assumptions to
arrive to these figures and numbers provide further details on how these figures and
numbers have been calculated.
For further information about sustainable finance for nature management based on
tourism value of TCI ecosystems, contact:
Wolfs Company: viviana.lujan@wolfscompany.com or esther.wolfs@wolfscompany.com
or visit www.wolfscompany.com.
GCFI: emma.doyle@gcfi.org .
DECR: jclaydon@gov.tc or efsalamanca@gov.tc.
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