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Concept Paper: The Sustainable Investment and Financing in Tourism (SIFT) Network 

Executive Summary
The Sustainable Investment and Financing in Tourism (SIFT) Network, first proposed at the Third International Task Force Meeting on Sustainable Tourism Development (held in Paris in December 2007), responds to a clear need to promote and support sustainable tourism by both attracting capital and financing to sustainable projects and companies and promoting the integration of sustainability into conventional tourism. This concept paper explores the opportunities and the challenges associated with developing an effective framework for capitalization and financing of sustainable tourism development, as well as the specific needs addressed by the formation of the SIFT Network. 
Challenges Facing Investment and Financing of Sustainable Tourism Projects 

 The SIFT Network purposely includes both investment and financing in its name – as opposed to simply development – because these two activities, while inextricably linked are quite distinct. Investors generally apply capital as equity in projects with the expectation of significant returns and will tolerate higher risk relative to financiers. Conversely, financiers generally make loans with lower risk and lower rates of return. Also relevant is the fact that large-scale projects with the greatest potential to place strains on the environment and local culture, most often require significant amounts of financing in addition to the private equity invested. As a result, financiers often have significant leverage over investors in requiring that sustainability be designed into projects. Accordingly, the specific roles played by and the varying needs and requirements of investors and financiers must be addressed when defining SIFT’s strategy and operation. 

Public & Private Sector Roles, Policy Implications and Challenges
Just as there are important distinctions between investment and financing, so too are there significant differences between the public and private sector institutions that are funding tourism projects. 

Public Sector

In reviewing public development and financial institutions, it is clear that there are a wide range of criteria and guidelines to ensure sustainability within the tourist industry, but they are not uniform and are often embedded within broader environmental, social, or governance policies. The public sector, because it is backed by and responsible to governments and ultimately the public, has, at least since the 1990s, sustainable development as a core mission. Public institutions, including UN agencies, global and regional development agencies, and national aid agencies, also play an important role in the allocation and distribution of financial capital for tourism projects. They do this through regulation, facilitating, partnering and endorsing.  The public sector therefore can help to provide the private sector with incentives to adopt financial and investment sustainability principles and criteria in tourism projects. There are a number of recent initiatives by public institutions that are moving in the direction of harmonizing sustainable finance and investment criteria in tourism development and are explored in this paper. On the other hand, the public sector faces a number of challenges as it seeks to mainstream sustainable finance criteria in tourism development.  Some of the key barriers to sustainable investment include a lack of awareness and capacity; policies and guidelines; information on trends and demand for sustainable products; inter-donor coordination; and effective integration of environmental, social, and governance issues, as well as fragmentation of the tourism industry driving innovation. 

Private Sector

Mainstream investors, including tourism investors, have not generally been concerned with sustainability with respect to their investment portfolios. The decision-making criteria and models traditionally utilized relate only to return on investment and are based on conventional data that does not take into account sustainability factors. Recently however, there has been greater acceptance of the importance of sustainability and recognition of its potential value within the private sector (including banks, various fund types, principal investment firms and private investors). This has not, however, led to significant inroads into the investment of private capital into sustainable tourism. The general feeling described by investors is that the primary driver toward sustainability moving forward will be the presentation of models that build a compelling economic case for sustainable tourism. 
The major challenge facing the SIFT Network will be to integrate sustainability as a relevant factor for tourism investors. Many of the other challenges of private sector investment are directly related to or shared by the public sector and include a propensity to invest in what has worked in the past or is most familiar, investment in companies with an established track record, a confusing proliferation of ‘green’ certification programs, and a lack of adequate data or transparency. For both the public and private sectors, the primary barriers to investments in sustainable tourism, are on the one hand, the lack of a cohesive framework to facilitate investing and on the other, a lack of universally accepted data and criteria that will allow for informed and rational investment decisions. These elements are required to make a compelling case for investment in sustainable tourism projects.

Relevant Models, Tools and Case Studies 
Private investors, and the companies and organizations that support them, have developed a number of models and tools designed to increase their ability to effectively identify and assess sustainability within companies and projects. While some of these tools and evaluation methods address tourism at a relatively high level, very few specifically target sustainable tourism as a business or investment sector. The potential exists, however, for many of these models to be expanded to include sustainable tourism or adapted for that purpose if the case can be made that sustainable tourism represents an attractive investment opportunity.  It is in effectively making that case to the relevant stakeholders that the SIFT Network can play a critical role.
Socially responsible investment (SRI) and the tools developed by its practitioners represent the most straightforward path for sustainable tourism investment. Promoting the use of screens and criteria to evaluate the sustainability of tourism companies and projects has the best chance for initial success in attracting socially responsible investors as it would not require that they adopt new methodologies for investment. If provided with data that would allow them to effectively compare these investment opportunities against established baselines and with other similar opportunities, investors could simply include sustainable tourism as a business sector within their portfolios.
This paper explores a range of effective financing mechanisms that have been developed within other industry sectors and can be applied to sustainable tourism. These tools range in scale from microfinance to large-scale investment and have the ability to address the various project types within the tourism sector. Additionally, case studies addressing large-scale, medium and small tourism projects are presented.

Need for SIFT Network
In analyzing the investment and financing landscape, what is lacking is a single organizing entity that bridges the gap between the relevant players.  A primary role of the SIFT Network will be facilitating a connection between investors/financiers and sustainable tourism projects, while at the same time providing the tools and resources for those involved to effectively assess the opportunities and understand the benefits of sustainable tourism. To date, the value of sustainable tourism -- unlike that of clean technology -- has not been effectively promoted to both mainstream investors and those who are seeking opportunities to invest in sustainability and social responsibility. At the same time, there are developers and operators who want to incorporate sustainable practices and strategies, but lack access to required capital. The SIFT Network has the opportunity to clearly define sustainability as it relates to tourism investment and financing, synthesize the myriad sustainability criteria, organize them in a meaningful way, and match both public and private capital with sustainable tourism projects.

Conclusion

There is a clear need for the SIFT Network and a recognizable path forward for it to play a leading role in dramatically increasing the focus on sustainable tourism investment, financing and implementation. Through effective communication of the benefits to relevant stakeholders, including but not limited to investors, financiers, developers and operators, and by producing and synthesizing the tools and data those stakeholders require, the SIFT Network has the opportunity to drive transformative change in the way sustainability is addressed within the tourism sector.
The formation and operation of the SIFT Network is a fully realizable goal with proper planning, coordination and funding.  It will serve as an important complement to the Tourism Sustainable Council (TSC) “a global membership council that will offer a common understanding of sustainable tourism and the adoption of universal sustainable tourism principles and criteria.”
 An outline of the structure most likely to achieve immediate success and the steps necessary to create that structure and move it forward are proposed in this document and the associated Annexes.  The structure, however, needs to be fully explored through the development of a Business Plan for the SIFT Network.
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Concept Paper: The Sustainable Investment and Financing in Tourism (SIFT) Network 

Introduction

The proposed Sustainable Investment and Financing in Tourism (SIFT) Network responds to a clear need to promote and support sustainable tourism by both attracting capital and financing to sustainable projects and companies and promoting the integration of sustainability into conventional tourism. The SIFT Network has the opportunity to educate and influence the private and public sectors on the benefits associated with investing in and financing tourism development that is based on sustainable principles and strategies. Further, the SIFT Network can serve as a matchmaker between funding sources and sustainable tourism development at a variety of scales. This concept paper explores these opportunities and the challenges associated with developing a framework for capitalization and financing of sustainable tourism development, as well as the specific needs addressed by the formation of the SIFT Network. Also presented is a summary analysis of the role currently played by the public and private sectors in financing sustainable tourism and relevant models from other industry sectors that may be adapted for tourism. 

The idea to create the SIFT Network was proposed at the Third International Task Force Meeting on Sustainable Tourism Development (ITF-STD), held in Paris in December 2007. Organized by three French government ministries (Ecology, European and Foreign Affairs, and Tourism) and UNEP with the support of the Norwegian government, the meeting agreed that “responsible investment and financing is a corner stone for sustainable tourism development.” It stated further, “The participation of financing agencies and donors in this meeting created good momentum for match-making between ’financial sources’ and ’development demands’ in the tourism sector under a framework of sustainable development.”
  Some 86 participants, including 12 country members, 9 international organizations, 9 federal associations, NGOs, and other experts agreed to establish a network made up of key financial stakeholders -- private banks and investors, international development and financial institutions, and developing countries. They described its function -- “build ties with destinations in developing countries and develop guidelines for sustainable investments in the tourism sector” -- and they coined the name: SIFT Network.

In subsequent publications, the role of the proposed SIFT Network was further refined to: 

*Stimulate the development and sharing of best practices in tourism investments by developing guidelines, benchmarking mechanisms and voluntary initiatives (including a voluntary standard) to mainstream sustainability in tourism investments and financing.

*Match the demand for sustainable tourism products in developing country destinations with available financial resources. The network is not intended to create a new fund but to facilitate information exchange and coordination between existing funds, donors, investors, and developing country destinations.

*Provide network members with practical research, capacity building, and action-oriented publications, as well as organizing workshops and events (such as business opportunity forums, or joint venture workshops) that bring together professionals from around the globe.

Challenges Facing Investment and Financing of Sustainable Tourism Projects 

The first step in assessing the barriers to investment and financing of sustainable tourism projects is to explore the roles, objectives, and goals of primary actors and how and where they intersect.  

Investment and finance are different, and reflect different ways capital is invested in projects.   

· Investors are generally interested in equity over longer periods with high returns and will tolerate higher risk,
· Financiers generally make loans with lower risk and lower rates of return.   
The reason the proposed network includes both investment and financing in its name – as opposed to simply development – is because these two activities, while inextricably linked, are quite distinct, and often in conflict.  Financiers and investors differ in terms of ownership and corporate governance structures, attitudes toward risk, time horizons, return expectations, and a number of other factors.  As such, their needs and requirements need to be addressed individually in defining a strategy for SIFT Network creation and operation.   

· Financing Institutions 
Financing is a complex field, with a broad variety of primary actors – from publically traded multi-national financial institutions to non-profit environmental organizations and national and multilateral development banks. Unlike private investing, there are much higher due diligence requirements, in most cases much shorter time horizons, little or no interaction with the governments and communities where projects are executed, much greater aversion to risk (at least in theory), and built-in exit strategies.

Because of this general risk-averse nature in the financing industry, tourism is often a low priority with  relatively few experts  in the financing sector focused exclusively or even extensively on tourism project financing.  Given the recent global financial crisis, the pool of financiers and investors willing to invest in tourism projects may well be shrinking.  This implies that development of this network will probably require a focus on those financiers and investors strongly engaged in the sector, so as also to benefit from their experience and insights.

Furthermore, because of the scarcity of financing for tourist projects, influencing a few major financial institutions can have a large effect on motivating developers to use sustainable practices.

· Investors
Conversely, tourism investors are significantly more tolerant of risk, with the majority providing private equity. They are willing to commit capital to projects with much higher risk profiles in the expectation of generating much higher rates of return, often over a long period. In other words, investors tend to place much more emphasis on achieving high returns and long-term financial sustainability, while financiers focus on minimizing risk.  This is the fundamental dynamic at play, and the primary source of tension between these two components of the tourism project development process. An additional factor to consider is the time horizon for traditional hotel investment. Typically, hotel investments are based on a scale of 20 years or more, making this type of investment a prime target for consideration of sustainability factors given the reliance on the resources used – beaches, water, historical and natural sites of importance – and community relations. Surprisingly, however many businesses and investors do not recognize the need for implementation of sustainability strategies until it is too late.

Because of their long-term investment in a destination, investors also interact much more closely with governments and communities where projects are being developed and thus have a much clearer need for community and government buy-in and support.  Given this, environmental and social sustainability tend to be a much more important factor for investors than for financiers. 

Shared Challenges Facing Private and Public Sectors

The private and public sectors are confronted with a number of similar challenges and barriers to investment in sustainable tourism projects and companies. Proliferation of certification programs, a tendency to invest in what has worked in the past or is most familiar, investment in companies with an established track record, and a lack of adequate data or transparency are some of the shared challenges. The interplay between financiers and investors can itself be a barrier to desired investment. In most cases, and particularly for the large-scale projects that have the greatest potential to place strains on the environment and local culture, investors require financing and financial leverage to make projects financially viable.  As a result financiers often have significant leverage over investors in requiring that sustainability be designed into projects. However, this opportunity to enable sustainable development has often been lost. The primary barriers facing the public and private sectors, both together and independently, is, on the one hand, the need for a cohesive framework to facilitate investing and, on the other, universally accepted data and criteria that will allow for informed and rational investment decisions. These tools are needed to make a compelling case for investment in sustainable tourism projects.
Private Sector Role and Challenges
In addition to these shared challenges, attracting private investment into sustainable tourism projects and companies brings its own set of obstacles. The following highlights additional key challenges facing the private sector with respect to investment in sustainable tourism projects and companies:

Scale: Larger scale projects where investors can put more money to work and expect higher returns on investment have traditionally had more negative environmental and social impacts, or at minimum have had little or no positive impacts in those areas

Demonstration of positive influence of sustainability on tourism sector return on investment: There is a lack of clear data that demonstrates that sustainable tourism can offer equivalent, comparable, or better return on investment than conventional tourism investment. There is, for instance, a need for more case studies of the impacts of sustainable tourism projects, destination wide comparisons of sustainable tourism versus conventional resorts and cruise tourism, and of consumer demand.  In addition, the January 2010 Coastal Tourism Innovators Symposium at Stanford University is an important step towards showcasing the range of sustainable tourism projects in the Americas.
 

Lack of transparency in claimed sustainable development: Many companies or projects make their own claims as to sustainability or being “green,” and there is a lack of transparency about the criteria on which these claims are based or on validation of the performance in construction and operation.
Availability, knowledge and acceptance of standard criteria or guidelines: Historically the tourist industry has lacked a cohesive and consistent set of standards, guidelines, or similar criteria to evaluate and compare sustainable tourism projects relative to baselines and each other. Additionally, the extremely wide range of sustainability criteria, from social equity to green building to fair trade, has made it difficult to implement uniform standards across the sustainable tourism as a whole. Without generally accepted sustainable tourism standards or criteria, investors have been left to create their own assessment tools. This leads to variability from investor to investor making it more difficult for project developers to implement sustainability plans that appeal to a broad set of potential investors. Initiatives designed to develop standards and certifications have been completed or are now underway; however, they are currently limited in their ability to serve as analytic tools for investors due to lack of awareness or lack of widespread adoption. 

The recent effort to establish a broad set of guidelines and sustainability criteria by the United Nations Foundation, UNWTO, UNEP and the Rainforest Alliance resulted in the Global Sustainability Tourism Criteria (GSTC), an excellent step towards addressing this issue. Further, scheduled to be launched in March 2010, the Tourism Sustainability Council (TSC) should have a positive impact if presented to the investment community effectively. With the launch of the TSC, widely accepted global criteria will be available for built hotels, while the Inter-American Development Bank’s (IDB) new Tourism Sustainability Scorecard
, provides a tool for investment in sustainable construction. This interactive tool is designed to ensure that the IDB’s investments in private sector tourism projects maximize social, economic, cultural, and environmental benefits for local communities and destinations. The Scorecard assesses the sustainability of private sector projects that request IDB financing and gives priority to requests that demonstrate potentially positive impacts. The Scorecard is also intended as a guide for developers to formulate more sustainable projects and encourage them to think about sustainability issues from the outset.

Lack of developer incentives for adopting sustainable criteria: Development projects can greatly benefit from “fast-tracked” permitting of projects and reduced paperwork based on a project’s achievement of or commitment to a specific set of sustainability goals/standards. Project fast-tracking can reduce the time of the permitting process by months or even years, which means capital invested in the project can be returned more quickly. Additionally, by assuring that permits will be achieved by developers for meeting the sustainability criteria, entitlement risk is reduced or eliminated making investment in the project much more attractive to capital sources. This practice is not yet widespread in developing nations, although the Central American Integration System (SICA), with the IUCN, has developed a mechanism for fast-tracking low to medium impact tourism projects that pledge to sustainability criteria in Central America. It is not clear however, how much this option will be put into practice, and so increasing the awareness of these options and the benefits of selecting them must be pursued as well. 

Consumer demand: a major challenge to attracting private investment to sustainable tourism projects is a lack of consolidated information demonstrating consumer demand. While there are specific studies and data indicating that many individuals are willing to spend more for sustainability when traveling, there is little data to make the case that a considerable percentage of consumers are willing to do so or would base their travel decisions on sustainability criteria. Price, experience and convenience continue to be leading factors. Sustainable tourism advocates and providers will need to make the case that implementing sustainable development practices will not increase (or may decrease) capital and operational expense, thereby reducing project costs and increasing profitability. They will also need show that consumers value sustainability enough for it to factor into their decision making process. Without demand, developers and providers are less likely to choose to follow sustainable tourism strategies. Evidence of this demand does exist as previously stated, but it is not well publicized to date. While the SIFT Network will not work directly with consumers, it will, together with the TSC, help collect and synthesize existing data regarding sustainability. Making investors aware of this consumer demand is another clear role for the SIFT Network.

Investment focus on established companies, developers and providers: A significant challenge in attracting capital investment into sustainable tourism projects is that smaller or less-established developers or operators initiate many of them. At the same time, large companies and established developers with long track records in conventional tourism development are competing for that capital, and are often more likely to secure funding because they have ongoing relationships with private investors and can point to previous successes that make investors comfortable. Because those previous endeavors have historically been more conventional, with less attention paid to sustainability, there is likely to be a “more of the same” attitude because it is a known quantity. The current financial crisis could have a positive impact in this respect however, as the more conventional models are now failing and investors are looking to new models that will not suffer the same consequences. This may give smaller, less-established developers and operators the opportunity to compete for capital on a more level playing field and to distinguish themselves based on their sustainable approaches.

Public Sector Role and Challenges 

The public sector, because it is backed by and is responsible to governments and ultimately the public, has had, at least since the 1990s, sustainable development as a core mission. Public institutions also play an important role in the allocation and distribution of financial capital.  They do this through regulation, facilitating, partnering and endorsing.  The public sector therefore can help to provide the private sector with incentives to adopt financial and investment sustainability principles and criteria in tourism projects.  These can come in the form of commercial, social, and environmental benefits such as reduced insurance cost, lower financial risk, better relationships with regulators and communities, lower contingent liabilities, etc.  

As it seeks to mainstream sustainable finance criteria in tourism development, the public sector faces a number of challenges.  Some of the key barriers to sustainable investment are:   

Lack of awareness and capacity: A UNEP Finance Initiative report
 identified lack of awareness and capacity as the two of the main barriers hindering the ability of many financial institutions to implement sustainability practices.  The report notes that the adoption of sustainability management practices is especially low in developing countries. Some developing country agencies still lack awareness of the overall drivers, key players, and effective pressure points for sustainable trade and investment.  The public sector plays a key role here, as initiatives are needed to enable agencies in developing countries to become effective players in shaping the debate around Corporate Social Responsibility (CSR) and associated standards.  Work still needs to be done to build transparency in social, environmental, and economic governance and enforcement.  Initiatives are needed to engage the private sector more directly in delivering public goods such as sustainable development strategies.
 

Lack of inter-donor coordination: There is frequently a lack of coherence, coordination, and cooperation among donor agencies in developing, implementing, and assuring compliance with tools such as voluntary standards and criteria for sustainable finance and investment.   

Effective integration of environmental, social, and governance issues:  there is a need for more research and better solutions to clearly define best practices for integrating environmental, social, and governance issues (ESG) into investment decision-making. 

Fragmentation of the tourism industry: presents inherent challenges in coordinating across sectors, measuring impact, and determining the feasibility of proposed investments.  The public sector can, however, help to effect change across the tourism industry by developing guidelines for sustainable investments and adopting sustainable public procurement policies. 
Driving innovation:  The public sector also has a key role to play in encouraging innovation and change. Governments can help to establish and pace the process of innovation by enforcing a level playing field of minimum environmental and social standards and rewarding innovative initiatives to meet these standards. 
 Public institutions and governments can also play a role by promoting successful innovative tourism projects based on sustainability criteria: the power of the good example should not be underestimated in shifting the balance towards ‘green’ tourism investment and development. 

Lack of policies and guidelines: With the double impact of climate change and economic recession, the public sector has an even greater role to ensure investments in tourism incorporate sustainable criteria.  Governments can use public funds to guarantee investors against the potential currency and political risks of investing in their countries and to encourage them to invest in sustainable tourism projects. Investors are calling for governments to agree on carbon-cutting targets because the "predictability of future policy is vital for large, would-be green investors.” 

Lack of information: The public financial institutions and governments often lack information on crucial areas such as consumer demand; the barriers to adopting sustainable criteria; how to work with the private sector and what tools are available to assist private investors and developers; and how to coordinate within their institutions, across sectors, and with other donors and governments.

Need for the SIFT Network

Today, investments in the tourism sector represent almost 10% of total investment value worldwide, according to UNEP.
 In developing countries where tourism is the leading industry, this figure can be considerably higher; for example in the Caribbean, tourism investment is expected to be 22% of total investment for the region in 2009.
 Indeed, in many developing countries, tourism is a leading generator of foreign direct investment. A recent United Nations Conference on Trade and Development (UNCTAD) study indicates that tourism is the number one priority and focus of Investment Promotion Agencies in developing countries.
 Tourism investment can be an effective tool for generating sustainable economic returns, conserving environmental biodiversity, and creating employment opportunities for local communities – the desirable triple bottom line. To date, however, most tourism investment has taken a conventional approach, focusing solely on financial return and ignoring environmental and social impacts. What most investors have failed to realize is that these additional factors generally have both direct and indirect impacts on the financial return on investment. There is an acute need to raise awareness among tourism investors of the benefits of considering and integrating environmental and social sustainability into their investment decisions. A key role of the SIFT Network will be to promote these benefits to mainstream investors and financiers, appealing to their need to focus on financial risk and return by presenting an effective case establishing the relevance of sustainability to economic success.

Although sustainability has not been widely embraced by traditional tourism investors, there are many investors and developers, particularly those with long-term perspectives that are grappling with just how to integrate sustainability in tourism investment decision-making. While for some investors this is based on an ethical or moral position, for most it is a matter of reaping a financial benefit from the integration of sustainability. This is fueled, in part, by recognition of the significant impact that issues such as climate change, biodiversity conservation, and social development can have on investment value. Examples from sectors such as energy and cleantech have shown that investors can capitalize on the growing global trend to consider the environmental and social impacts of consumption, energy use and other activities such as travel. As a result, addressing environmental and social issues are now widely considered critical to the proper administration of projects, portfolio management, and reputation risks. The SIFT Network will help private investors, multi-lateral and bilateral donors, and financing institutions by providing relevant data and tools, and identifying strategies to address the sustainability aspects of the tourism development activities they support and integrate them in a way that has value financially. 

There is also a need to connect sources of financing with appropriate development demand. The SIFT Network can play a matchmaking role, serving as a bridge connecting finance and investment with tourism developers and operators who require capital for tourism projects that are sustainable.  Its stakeholders include the multilateral and bilateral assistance and development organizations, development NGOs, developing country governments, private sector investment banks, investment funds, individual investors, developers, land use planners and tourism companies. 

The following represents some of the other key needs related to the financing and promotion of sustainable tourism and ways in which the SIFT Network can play a valuable role:

· Governments are seeking ways to incorporate sustainability and “green growth” in their public sector tourism policies and projects. They need tools and support that can be provided by the SIFT Network in order to effectively implement policies and incentives that will encourage sustainable tourism development.

· The SIFT network can address lack of awareness and capacity of local governments of the overall drivers, key players, and effective pressure points for sustainable trade and investment.  Initiatives are needed to enable public sector bodies in developing countries to become effective players in shaping the debate around Corporate Social Responsibility (CSR) and associated standards. The SIFT Network can play a key role in capacity building by providing the platform necessary for collaboration between donors, host and local governments, and financiers to develop sustainable tourism policies and sustainable criteria in investments.   

· Long-term businesses, such as hotels and tour operators, need to recognize the importance of and ensure that the resources that they use – beaches, water, historical or natural sites, etc. – will be there for the life of the project. This also holds true for their community relations. SIFT can play an important educational role by increasing awareness for traditional hotel developers and investors.

· The SIFT Network can facilitate access to information, best practices, and lessons learned, and will provide tools for financial institutions and investors to adopt sustainability principles in the projects they support.   

· The SIFT Network can play a role in providing current and targeted information to financiers, sustainable criteria for developers, and tools that combine social as well as environmental factors - both risks and returns - as integral measures of economic performance.  Knowing the benefits-to-costs ratio would enable financiers to invest in developing appropriate and optimal market segments.  Tourism policies should encompass these issues in a proactive way in order to achieve an optimum return for all tourism investments and assets.
  
· There are currently many different systems and sets of criteria in existence; however, there is movement towards common standards. Effectively promoting and presenting these new tools to socially responsible and sustainability-focused investors will be a critical task of the SIFT Network. 
There is demonstrated demand within the investment community for sustainable products; however, the case has not been made to those investors that sustainable tourism can have positive impacts and the opportunity for returns in the same way as other sectors such as cleaner technology. To date, the value of sustainable tourism has not been effectively promoted to both mainstream investors and those who are seeking opportunities to invest in sustainability and social responsibility. At the same time, there are developers and operators who want to incorporate sustainable practices and strategies but lack access to the capital they require. The SIFT Network has the opportunity to clearly define sustainability as it relates to tourism investment and financing, synthesize the myriad sustainability criteria, and organize them in a meaningful way and match capital with sustainable tourism projects.

Policies and Implications for Financing Tourism 

Multilateral Financial Institutions
In reviewing public development and financial institutions, it is clear that criteria and guidelines to ensure sustainability within the tourist industry are widespread, but they are not uniform and are often embedded within broader environmental, social, or governance policies.  Because tourism is cross-sectorial, multilateral and bilateral development organizations use a variety of windows to finance tourism projects, with different sets of criteria depending on the window.  
Most of the work around sustainable development both within the United Nations and other public institutions is currently being framed as meeting the Millennium Development Goals,
 the eight international development objectives that the UN has pledged to achieve by 2015. While bilateral and multilateral donors have gone far in developing sustainable policies and guidelines that address Millennium Development Goals (MDGs) a challenge remains to harmonize a diverse set of policy tools that currently exist at a high level and span across sectors. To date, there is no existing agreement on a global framework for sustainable investment and financing in the tourism sector.”
 The public sector uses a range of tools to encourage sustainable financing and investment in tourism such as environmental, industrial, and sector specific policies, as well as, for example,  imposing tourism taxes, granting access to funds, giving tax concessions, extending  tenure/preferential access, issuing reduced interest rates on loans  promotions, and endorsements, capacity building,  and enforcing sustainable purchasing policies.  

There are a number of recent initiatives by public institutions that are moving in the direction of harmonizing sustainable finance and investment criteria in tourism development.  Highlights of the most pertinent of these for the SIFT Network are:   (see a more comprehensive list in Annex 2):

 UNEP Finance Initiative has developed a set of “UN Principles for Responsible Investment”
 in partnership with the UN Global Compact to assist investors to consider environmental, social, and corporate governance (ESG) issues which can affect the performance of investment portfolios.  One of UNEP’s main intervention areas in tourism is to demonstrate the value that sustainability can add to the tourism value chain.  The main objective is to integrate sustainability in tourism development policies and promote sustainable production and consumption (SPC) patterns taking a life cycle approach. 

The World Bank’s private sector arm, the International Finance Committee (IFC), is developing a Tourism Sector Diagnostic (TSD) Tool, which is a standardized and replicable process for identifying and measuring key impediments to sustainable tourism development which guides World Bank Group interventions and can be used to measure investment opportunities and identify gaps.  

Yet another tool is the Travel and Tourism Competitiveness Report, published annually since 2007 by the World Economic Forum, which rates both developing and developed countries against a common set of indicators to measure attractiveness for business investment in tourism. The Index is based on three broad categories: (1) regulatory framework; (2) business environment and infrastructure; and (3) human, cultural, and natural resources. The Report also includes specific Country Profiles, which includes key economic indicators from the World Bank and the World Travel and Tourism Council.

The final two sets of criteria are tools closely linked to the launch in 2010 of the Tourism Sustainability Council (TSC) and to plans to create the SIFT Network.  One is the Global Sustainable Tourism Criteria
, which were officially launched by the United Nations Foundation, UNWTO, UNEP, and the Rainforest Alliance at the IUCN World Conservation Congress 2008, have now been adopted as the template of criteria to be used by the new global standard setting and accreditation body, the Tourism Sustainability Council (TSC).  The GSTC, based on thousands of best practices culled from the existing tourism certification systems for accommodations, constitutes a major step forward in harmonizing sustainable tourism certification programs.  
The second is the Inter-American Development Bank’s Tourism Sustainability Scorecard, created in 2009, is based largely on the GSTC. Although the Scorecard has been specifically designed for the private sector, it can also be a valuable tool for government entities, NGOs, and other development agencies to assess private sector tourism initiatives.  It includes 52 criteria and their corresponding indicators grouped into five sections: effective sustainable management practices; socioeconomic issues; cultural heritage issues; environmental issues; impacts on the tourism destination; and real estate activities associated with the tourism project. The IDB’s Tourism Sustainability Scorecard has all of the GSTC criteria and adds destination and real estate criteria, but it, too, only requires compliance with local laws in design and construction sighting.  One of the major gaps identified by those involved in creating the SIFT Network is construction sighting and design criteria.
Private Investors
Mainstream investors, including tourism investors, have not generally been concerned with sustainability with respect to their investment portfolios. The decision-making criteria and models traditionally utilized relate only to return on investment and are based on conventional data that does not take into account sustainability factors. The major challenge facing the SIFT Network will be to integrate sustainability as a relevant factor for tourism investors. This will be accomplished with specific strategies addressed elsewhere in this paper; however, it is important to recognize the increasing role sustainable investment practices in general, not specifically focused on tourism, are beginning to play in the private financial sector.

There is a growing movement towards sustainable investment practices among private investors that can serve both as a model and as a conduit for financing of sustainable projects in the tourism sector. Known as “social investors,” these individuals or groups seek out investment opportunities that provide a positive social or environmental yield as well as a good return on investment. This type of investing is generally referred to as socially responsible investing (SRI) and it now plays a significant role in the world of private investment. Today, SRI encompasses an estimated $2.71 trillion out of $25.1 trillion in the U.S. investment marketplace.
 The universe of socially responsible investment within the private sector includes a wide range of investor types: individuals, banks, corporations, hedge funds, mutual funds, public and private pension funds, universities, hospitals, foundations, insurance companies, non-profit organizations and religious institutions. Additionally, the successful growth of this brand of investor can be seen in the development of several social investment organizations and associations across Europe and North America. The models socially responsible investors have developed in order to effectively assess and evaluate investment opportunities that meet their criteria for social responsibility can illustrate a path forward for investment in sustainable tourism.

Recent focus on the impacts of climate change has spurred further interest in sustainable investing. Companies and investors are recognizing that responding to and addressing climate change through sustainable development in a variety of forms can have positive impacts both environmentally and economically. This has led to more investment in sectors that directly address climate change, such as “cleantech”, that have significant revenue potential due to their ability to respond to global needs. With proper framing, sustainable tourism has the opportunity to be viewed through a similar lens given the size of the tourism industry and its direct correlation to the health of our natural resources.

Within the broad scope of socially responsible investing there is a wide range of methodologies and criteria used by the many individual and institutional investors to address sustainability. For the purpose of understanding how these tools might be successfully applied to sustainable tourism investment, it is helpful to understand the landscape of investors as well the philosophies and methods they have adopted. A summary of private investor types and their sustainable investment strategies can be found in Annex 3, including overviews on commercial banks, mutual funds, hedge funds, and private investors.

· Existing Models and Tools for Socially Responsible Investing (SRI)
Private investors and the companies and organizations that support them have developed a number of models and tools designed to increase their ability to effectively identify and assess sustainability within companies and projects. While some of these tools and evaluation methods address tourism at a relatively high level, very few specifically target sustainable tourism as a business or investment sector. The potential exists, however, for many of these models to be expanded to include sustainable tourism or adapted for that purpose if the case can be made that sustainable tourism represents an attractive investment opportunity. While both of these aspects of financing sustainable tourism are explored in this concept paper, we begin with an overview of the sustainable investing models in use by the private sector today.
· Screening: This is the practice of evaluating investment portfolios or mutual funds based on social, environmental and good corporate governance criteria. Screening may involve including strong corporate social responsibility (CSR) performers, avoiding poor performers, or otherwise incorporating CSR factors into the process of investment analysis and management. Generally, social investors seek to own profitable companies that make positive contributions to society. Conversely, many social investors avoid investing in companies whose products and business practices are harmful to individuals, communities, or the environment.
 
· Exclusions: The use of exclusions or negative screening is the process by which investors exclude companies from their investment portfolios based on their involvement in undesirable industries or for undesirable and/or unsustainable business practices. Commonly used criteria for exclusions include but are not limited to participation in business areas and activities such as tobacco, arms trading, gambling, human rights breaches and pollution.
· Indexes: As interest and adoption of sustainable and socially responsible investment practices in the private investment community increased, those investors needed a global, rational, and consistent index to benchmark the performance of sustainable investments. In response, a number of indexes have been created that are based on systematic corporate sustainability assessments and criteria. These indexes provide benefits to both the investor and the companies included in the index by quantifying their sustainability practices and providing them with the ability to increase long-term value based on those practices. Each of the indexes targeted at sustainability has developed their own structure and criteria and is allocated across a range of industry sectors. Leading sustainability indexes include: Dow Jones Sustainability Indexes, ASPI Index (Advanced Sustainable Performance Indices), FTSE4GOOD, ECPI Ethical Indices: ECPI Ethical Index Global, ECPI Ethical Index Euro, ECPI Ethical Euro Tradable and ECPI Ethical Index, Calvert Social Index (CALVIN).

· Equator Principles: The Equator Principles were developed by private sector banks and launched in 2003. They are a set of environmental and social benchmarks used by banks and financial institutions for managing environmental and social issues in international development project finance. Their adoption commits the institution to refraining from financing projects that fail to follow the processes defined by the Principles.
 While the Equator Principles represent a commitment by private sector banks and institutions to consider social and environmental sustainability, they are not without flaws. The major challenges associated with the Principles are the lack of transparency and a lack of governance. Because it is a voluntary initiative, and no formal mechanisms exist to ensure transparency, it can be unclear whether the banks are fulfilling their commitments. And without a central managing organization, it is difficult to regulate and address problems associated with the Principles, the institutions involved or specific projects.
The tools being applied within the social responsible investment movement represent the most straightforward path for sustainable tourism investment. Promoting the use of screens and criteria to evaluate the sustainability of tourism companies and projects has the best chance for initial success in attracting socially responsible investors as it would not require that they adopt new methodologies for investment. If provided with data that would allow them to effectively compare these investment opportunities against established baselines and with other similar opportunities, investors could simply include sustainable tourism as a business sector within their portfolios. For example tourism projects that achieved carbon neutrality or implemented successful coastal zone management strategies would qualify for investment, based on a positive screening approach, while those that showed high environmental impacts would not be included based on negative screens. Similarly, companies that simply do not have sustainability commitments or formal strategies would be excluded from investment outright. 

The challenge with this approach, as outlined in earlier sections of this paper, is the lack of data and standardization across the sustainable tourism sector. Without a broad set of guidelines that accounts for different tourism areas of focus, operational practices, and localities, it becomes too difficult for investors to accurately and efficiently rate or compare sustainability for them to consider investment.  Once the problems of establishing appropriate criteria, data collection and participation have been addressed, investors should have the basic information required to begin incorporating sustainable tourism investments into their portfolios. Further efforts to present the information within appropriate frameworks and formats will increase the likelihood that sustainable tourism plays a broader role in socially responsible investing. If this occurs, investors could target individual projects or establish funds specifically for sustainable tourism projects as has been done for other business sectors such as cleantech. Additionally, with the right information, sustainability indexes specific to tourism could be established, or the existing sustainability indexes could include tourism or weigh it more heavily.

The SRI model of utilizing criteria and screening methodologies could have the most impact on large-scale tourism companies and projects. Because companies, operators and developers can implement top-down strategies and commitments to be incorporated across the organization or project, they are motivated to do so for multiple reasons: to recognize profit increases based on energy efficiency and other sustainability measures, to meet consumer demand, and to attract investment dollars based on sustainability or social responsibility. Mid-sized and even small-scale tourism companies and projects would also benefit if they are able to show that they meet accepted standards or achieve certifications or criteria screens that qualify them for inclusion in investor portfolios.

Investor Attitudes

There has clearly been an acceptance of the importance of sustainability and recognition of its potential value among private investors and financial institutions. Investors and advisors have embraced sustainable and socially responsible investing, as reflected in the amount of capital now invested based on those principles. While this movement continues to gain momentum, it is not without challenges, many of which have been described in previous sections of this paper. Adequate and reliable data is at the core of all leading investor models, whether conventional or predicated on sustainability. This is reflected in a quote by the President of Dow Jones Indexes earlier this decade: “The financial world is learning to work with non-financial data, and that alone is important for sustainability…but in the absence of data, and of measurement standards that produce such data, sustainability won’t fully register in the financial world’s evaluations.” 

While this general understanding and acceptance of sustainability and socially responsible investing has led to significant inroads into the investment of private capital, it has not been broadly applied to tourism. In fact, sustainability has had a minimal impact on decision-making within the tourism investment sector. Unlike other areas of sustainability, sustainable tourism does not offer, or has not been perceived to offer, the opportunity for large returns on investment that are found within sectors such as clean energy. Industry professionals, including institutional investors and financial advisors, have indicated that sustainable tourism is not currently on the radar screens of most private investors or, at best, gains minimal visibility. This is in part due to the current state of the economy, and in particular the collapse of the conventional resort and real estate markets. At the moment, the vast majority of investors with available capital are applying those funds to projects with the opportunity to provide significant returns on investment. In light of that, new project financing has effectively ceased while investors focus on acquiring distressed projects and operating properties that have been dramatically devalued.

The general feeling is that the primary drivers toward sustainability moving forward will be the presentation of models that build a compelling economic case for sustainable tourism. Further, if the investment community feels that there is demand for sustainable tourism from the public, then this will cause a shift in their attitude towards investment in sustainable tourism projects. In coming years (although the timing is extremely variable given current economic conditions and future uncertainty), the general attitude towards sustainable tourism can be expected to change significantly. Rick Newton of Resort Capital Partners, a resort finance advisor, indicated that there is a strong likelihood that opportunity funds will be established to address sustainable tourism, in much the same manner as has been done in other sustainability sectors. The problem remains timing, as investors’ attentions are focused elsewhere at this time. Also indicated were inherent characteristics of financial markets that make it difficult for sustainable tourism investment to gain a foothold, including the short-sightedness of the U.S. capital markets that look only within a 5-7 year window for return on investment and the current resort investment model that groups properties in the same buckets although they may be quite different. For example, a conventional resort project in Puerto Rico may be categorized in the same group as a nature-based tourism lodge on an out-island in Belize due to their shared characteristic of being Caribbean island projects. This typifies the need for organizations such as the SIFT Network to clearly articulate the differences in sustainable projects relative to conventional projects and the benefits that they have to offer.

In an interview on the topic of integrating sustainability into private tourism investment, Neil Teplica of the Greenwich Group International made the recommendation to focus on large-scale mainstream tourism companies, projects and operators as those will have the most impact and can benefit from sustainability measures that reduce operating costs and increase marketability. Mr. Teplica suggested working closely with the large hospitality operators such as Marriott, Starwood and Hilton to implement or enhance their sustainability programs. This strategy serves two purposes; it captures those companies with the ability to have the greatest impacts in tourism and capital and financing is more likely to be available to the improvement of existing operations than new developments.

There was also encouragement by Mr. Teplica to focus on big markets that are most accessible to tourists, as the public is seeking to save money in their travels given the current economic conditions. The biggest savings for consumers is in the accessibility of their destinations, and so they are less likely to visit remote locations that are more costly to reach.

General recommendations from the investment community also included:

· Present more data points that investors can use to assess sustainable tourism opportunities

· Seek patient capital that is not looking for short-term returns on investment

· Get governments involved by providing financing and guarantees for sustainable tourism projects that will give private investors confidence that projects have lowered risk and provide matching funding that will increase the likelihood of private investment (encourage public/private partnerships)

· Work with development banks to view sustainable tourism in the same light as other investment sectors such as infrastructure so additional pools of funding become available

· Continue to work towards making sustainable tourism ubiquitous through expanding the use of best practice guidelines and sustainability criteria such the GSTC and the IDB’s Sustainability Scorecard so that investors have more projects to choose from and sustainable tourism becomes more mainstream.

In addition to the presentation of models that show the potential for return on investment from sustainability, there was a feeling that consumer demand will have the biggest impact on the investment community’s attitudes towards sustainable tourism. If sustainability can be incorporated into the mainstream and not increase the cost or decrease the quality of vacations, consumers will select sustainable options over non-sustainable. A parallel can be made to the organic food industry that took several decades to gain popularity, but has now been incorporated into the mainstream. Because that option is now available in the stores where the public traditionally shops, those products will sell as opposed to when consumers had to seek out organic products at local specialty shops or farms. The same can be said about tourism – while some percentage of consumers will seek ecotourism or other similar forms of travel, the vast majority will not unless it is made equally as convenient as conventional options. Once the general public is accustomed to seeking out or selecting sustainable tourism, the investment capital will follow much more readily. As Tom Storey, president of Fairmont Hotels & Resorts, said recently, “We have not yet seen customers that are willing to pay more for green. They want green, but they don’t want to pay more.”

While it is not envisioned that the SIFT Network will work directly with consumers or seek to change consumer attitudes,  one of its roles should be to collect data on consumer trends and demands and disseminate it to public and private sector investors and tourism developers in order to strengthen the business case for tourism projects that are sustainable. Using sustainability to show reduced cost of operations and acceptable return on investment paired with increasing market demand will serve to attract capital from the investment community. If a strong case can be made to both the investment community and large-scale tourism developers and operators for the benefits of sustainability, then they will listen. However, the current global economic climate is hindering investment in new tourism projects, including sustainable ones. It follows then, that this time should be spent in organizing the data, establishing networks and communication mechanisms, strengthening sustainability criteria, and increasing the role of government in encouraging and funding sustainable tourism so that when the market shifts and capital once again becomes available, it will be applied to tourism projects and companies that are sustainable.

Innovative Financing Mechanisms

Community Investing

Community investing institutions use investor capital to finance or guarantee loans to individuals and organizations that have historically been denied access to capital by traditional financial institutions. These loans are used for housing, small business creation, and education or personal development in the U.S., or are made available to local financial institutions abroad to finance international community development. The community investing institution typically provides training and other types of support and expertise to ensure the success of the loan and its returns for investors. Community investing, however, is beyond charity and is a sound investment practice. These investments earn competitive returns, like non-community development investments, but also produce a social return that is attractive to investors and helps communities in need. Community Investing projects are small and local, and work by lending individuals and local groups the capital they need to improve their own communities in a socially positive and environmentally sustainable way. They focus on affordable housing, small business creation, development of community facilities, and the empowerment of women and minorities.

Community investment is a model that could prove effective if targeted to sustainable tourism. In particular, small- and mid-scale operations, and projects would benefit if similar institutions or funds were created to focus on sustainable tourism. This could be done in two ways. The existing structure, in which the investment institution or fund directly allocates the funds or local financial institutions are utilized to lend, could be replicated with a specific focus on tourism-based projects. Alternatively, rather than focus on the specific locale, organizations or funding institutions could be established with specific areas of focus within the sustainable tourism sector. These could then allocate funding and serve as a resource (training, support and expertise) to projects that fall within their scope. These institutions could be organized around international, national or regional frameworks. For example, a sustainable tourism institution could be established to focus specifically on eco-lodges. By focusing on a specific project type, the institution could benefit from efficiencies in their ability to support eco-lodge development and reasonably predict returns on investment due to the consistency of the type of investment. The model makes sense both in scale and in that sustainable tourism projects typically share the same set of attributes and ethics that community investing supports. 
Microfinance

“Microfinance” is often defined as financial services for poor and low-income clients. In practice, the term is often used more narrowly to refer to loans and other services from providers that identify themselves as “microfinance institutions” (MFIs). These institutions commonly tend to use new methods developed over the last 30 years to deliver very small loans to unsalaried borrowers, taking little or no collateral. These methods include group lending and liability, pre-loan savings requirements, gradually increasing loan sizes, and an implicit guarantee of ready access to future loans if present loans are repaid fully and promptly. Typical microfinance clients are poor and low-income people who do not have access to other formal financial institutions. Microfinance clients are usually self-employed, household-based entrepreneurs. Their diverse “microenterprises” include small retail shops, street vending, artisanal manufacturing, and service provision. In rural areas, micro entrepreneurs often have small income-generating activities such as food processing and trade; some but far from all are farmers.
 

Microfinance is a model that could also be effective for small-scale sustainable tourism operations and projects. Because individuals generate many of the operations or projects that comprise sustainable tourism, microfinance can also be a vehicle for delivering the desired funding. The success of microfinance globally in recent decades is a clear indication that applying that same model with a specific focus on sustainable tourism will have similar results. Guiding, handicraft, food, and horseback riding operations serve as a few  of many excellent examples of  sustainable microenterprises that would benefit from this type of financing.

Social Venture

Social venture investing is similar to the use of positive screening in identifying companies and projects for investment. Social venture investors or funds target mission-driven companies and organizations that are compatible with the philosophies of the investors. Social venture funds also differ from conventional investment funds in that they generally anticipate lower than market-rate returns. The primary motive behind their investment is the advancement of social causes by companies and organizations that operate in innovative, equitable and socially responsible ways. Investors or funds may use a specific set of criteria, as with positive screening, or identify and evaluate specific opportunities based on their underlying mission and overall impacts.

Similarly to SRI, social venture investment has the ability to have an impact on large-, middle- and small-scale projects. Social venture investors can target projects based on a wide range of criteria, giving those projects that don’t necessarily lend themselves to specific standards or certifications an opportunity to attract funding. As long as their core mission or the manner in which they operate is compatible with the investors philosophy and they can effectively demonstrate that to be the case, they will qualify as an investment opportunity. This method can be particularly effective as it can provide funding to companies or developers who take innovative approaches to sustainability and whose strategies or techniques may not be easily quantified at the outset of the project or business. The development and financing of Loreto Bay in Baja California, Mexico is a good example of social venture investment at work. Organizations such as the Social Venture Network (SVN) and Lifestyles of Health and Sustainability (LOHAS) represent existing groups of investors and consumers who share an underlying philosophy to which sustainable tourism can appeal if presented within the right context and with the right information to make an effective case for its consideration within their investment targets.

Case Studies Overview (complete case studies can be found in Annex 5 of this document)

Three case studies representing various scales of tourism development were evaluated in support of this concept paper. Each of the projects provides valuable insights into the benefits of sustainability relative to investment, the challenges in attracting and connecting capital with sustainable projects and the different mechanisms that can be used to promote and fund sustainable tourism projects. The first case study focuses on a large-scale project, the Villages at Loreto Bay, Baja California, Mexico. The Villages at Loreto Bay is a large-scale development that was planned to include approximately 6,000 homes in a series of dense, New Urbanist villages situated on 8,000 acres of land in the town of Loreto in Baja, California Sur, Mexico. The development was started by the Trust for Sustainable Development (TSD) of British Columbia, Canada. A primary component of this project was a commitment to sustainability. The developers believed that the sustainability aspects of the project were a major contributor to the experience they intended to create. The funding of the development of the Villages at Loreto Bay makes for an interesting case study because although sustainability was a core component of the project, it was not necessarily the main focus in attracting initial private investment. Because the Villages at Loreto Bay model was unique and innovative, particularly in the establishment of a resort town as opposed to the conventional mega-resort model seen at other FONATUR sites in Mexico (such as Cancun), there was difficulty in attracting institutional investors to capitalize the project and it was ultimately capitalized mostly by private investors who recognized the potential opportunity for return on investment the development offered. The project was initially extremely successful in terms of sales, and this initial success attracted the attention of the institutional investment community, ultimately leading to Citigroup entering the project as a major investor.
The second case study is that of a medium-scale project that is undergoing a major ‘green’ makeover. The Willard Intercontinental Hotel, a 332-room, luxury hotel in downtown Washington, DC, shows the benefits of having a project champion, in this case the general manager, who understood the benefits of sustainability with respect to the economics of hotel operation and who found innovative methods to finance a range of the social and environmental sustainability initiatives. The Willard Intercontinental owners have invested in a variety of measures to increase efficiencies in consumption of water, electricity, gas, and to reduce solid waste production.  These measures have been financed by the owners and recouped in part from efficiencies gained and new business generated from conscientious consumers. During 2009 and 2010, it is receiving financing for sustainability through Johnson Controls which will go toward upgrading the hotel with 12 projects designed to be environmentally sustainable and cost savings. In addition to operational savings based on efficiency measures, the Willard documented $700,000 of new business as a direct result of its sustainability initiatives, as guests, meeting planners, and wedding parties choose the hotel expressly for its greening initiatives. 

The third of the case studies addresses small-scale funding via the United Nations Development Programme (UNDP) and the Costa Rican Association of Community-based Rural Tourism (ACTUAR). This study provides examples of how a small capital investment or loan can provide a sustainable tourism operation with the ability to expand and generate additional revenue. The relevance of this example is clear, as it combines many of the elements associated with the proposed SIFT Network - facilitation of funding to sustainable tourism projects (SGP), utilization of broad-based sustainability standards (CST), and organizational support (ACTUAR).
What is the Business Case for SIFT?

Feasibility and Usefulness of SIFT
The SIFT Network can serve as a bridge connecting finance and investment with tourism developers and operators who require capital for any type of tourism projects that adhere to criteria and conditions to make it sustainable.  Its stakeholders include the multilateral and bilateral assistance and development organizations, development NGOs, private sector investment banks, investment funds, individual investors, developers, and tourism companies. At the destination level, it can also help to strengthen and enhance efforts by developing country governments (both national and local), industry associations, and land use planners to promote sustainable tourism development. There is demonstrated demand within the investment community for sustainable products; however, the case has not been made to those investors that sustainable tourism can have positive impacts and the opportunity for returns in the same way as other sectors such as cleantech. To date, the value of sustainable tourism has not been effectively promoted to investors who are seeking opportunities to invest in sustainability and social responsibility.  At the same time, there are individual developers and operators who want to incorporate sustainable practices and strategies but lack access to the capital they require and the tools to effectively present and support the argument for the financial benefits of sustainability. The SIFT Network has the opportunity to clearly define sustainability as it relates to tourism investment and financing, synthesize the myriad sustainability criteria, organize them in a meaningful way, and match capital with sustainable tourism projects.

The SIFT Network fills a mandate of the public sector for sustainable development and poverty alleviation, as put forth, for example in the UN Millennium Development Goals and the Equator Principles, as well as in specific institutional criteria. Multilateral/bilateral organizations need to be able to speak the same language, to the extent possible, to harmonize sustainability criteria for tourism.  To this end, the SIFT Network will work with recently developed tools for the public and private tourism sectors, namely the new global accreditation body, the Tourism Sustainability Council (TSC) ​  a merger of the Global Sustainable Tourism Criteria (GSTC) and the Sustainable Tourism Stewardship Council (STSC) initiative ​ as well as the IDB’s Tourism Sustainability Scorecard (TSS).  

The SIFT Network will further:

· help public institutions address sustainability issues in an organized way, harmonizing criteria by providing a framework for tourism across sectors, 

· fulfill a need for a one-stop shop for financing sustainable tourism, 

· make the role of  multilateral and bilateral organizations more transparent to the private sector,

· enable financiers and investors to network and locate resources, 

· expand the marketplace by connecting demand with supply of available financing and willing governments and projects, 

· provide a forum for lessons learned, capacity building, technical assistance, education, and advocacy, and

· set standards to help multilateral/bilateral organizations to the extent possible, to harmonize sustainability criteria for tourism.  

Benefits of SIFT

PRIVATE SECTOR: The private sector needs to know where tourism financing is available and what the criteria are.  At the moment, tourism is financed through many channels and it is difficult for the private sector to navigate the many sustainability requirements of both public and private financial institutions that come under different headings (corporate social responsibility, climate change, poverty reduction, fair trade, etc.). Private investors need to see the value in sustainable tourism, both from the perspective of return on investment and of positive environmental, social, and economic impacts.

Developers and tourism businesses will also benefit from the SIFT Network. Those that are seeking to adhere to sustainability criteria will be able to access the data and resources they need to understand the various criteria and strategies associated with sustainability. They will also be able to receive support in how to apply criteria and strategies in a way that is consistent with attracting the investment and financing they require. Large-scale developers and tourism industry operators will see that there is demand for initiatives that promote sustainability at all levels, including social, environmental, and economic, which will be a key driver in the movement to make tourism more sustainable. It is clear that these large companies will not adopt widespread sustainability policies and practices unless they perceive a demand that will impact their business. The SIFT Network will play a critical role by presenting this demand, both directly from the finance community and indirectly from the consumer through aggregation of data and other relevant methods. Smaller-scale developers and operators, and those that have innovative development models, will also benefit as they will be connected to a financial community that recognizes the need for such development and is willing to finance it through conventional and unconventional methods. 

GOVERNMENTS: Governments are seeking ways to incorporate sustainability and “green growth” in their public sector tourism policies and projects. They need tools and support in order to effectively implement policies and incentives that will encourage sustainable tourism development.

Key success factors of SIFT Network 

EFFICIENT COORDINATION: The SIFT Network is uniquely positioned to foster efficient coordination between the various stakeholders, identify useful partnerships and synergies, organize and promote globally accepted guidelines/criteria for sustainable tourism standards and certification processes, and provide investors with a clear set of resources required to attract the capital they have to offer.

ENHANCED PROJECT FINANCING: There is an immediate opportunity for the SIFT Network to take advantage of the current global economic downturn. One of the outcomes of this economy is that there are almost no new project developments being financed. As a result, if successfully implemented, the SIFT Network could be in an excellent position to begin influencing the type of projects that come online and how they get financed, as it will take a significant amount of time before new or “greenfield” development begins again in earnest. Further, existing companies and developers are seeking to minimize costs and attract consumers by repositioning their businesses or projects. If a strong case can be made via the SIFT Network that sustainability is an effective tool for increasing profit margins and attracting consumers, and/or that financing may be available for this type of project, there is a greater likelihood that sustainability strategies will be implemented.

What will SIFT accomplish??

SIFT will:

· Review existing tools that support sustainable investments and finance in the tourism sector, through research, networking, meetings and conferences.

· Develop an internet-based platform for sustainable finance and investment in the tourism sector.

· Create a network of multilateral organizations, bilateral, developing country governments, private sector investment banks, developers and tourism businesses.  

· Provide a virtual market place linking to complimentary services, technologies, products, websites, organizations, etc. Develop information tools based on primary and secondary research.

· Offer other services that might include market research, capacity-building, training, case studies, and lessons learned.

· Build on existing sustainable criteria (TSC, MDGs, Equator,) and support the further definition and organization of those criteria and standards. 
· And, more fundamentally, enhance sustainability in financing and investing in tourism development

Organizational Structure 

It is likely that SIFT will need to start with a modest budget and could possibly be virtual in nature, although a small, dedicated full time staff and designated office is highly recommended.   
SIFT should have at the very least a:

1) Coordinating Council or Committee: Preliminarily identified as the existing Coordinating Group for the SIFT Network, but with the addition of representation from the private sector and developing country governments. 

2) Members: All the multilateral banks, bilateral donors, private investors, financing corporations, and other donors, officials from developing countries (from government, and official industry associations). (See Annex 7 for list of potential members.) The process for joining could be through a tiered membership fee, modeled after the Social Investment Forum (see Annex 4).

3) Clients: Two primary categories will be: a) those seeking financing and investors, i.e.,  developers of new tourism projects that are sustainable or owners/managers of existing projects who want to ‘green’ their facilities, as well as those seeking to adhere to sustainability policies in particular destinations such as protected area managers; and b) those seeking tourism projects that are sustainable, i.e., financiers and investors from the public and private sectors wanting to invest in sustainable tourism projects.  There will be overlap with the members. A fee for service should be charged, with members receiving a discount. 


Based on preliminary discussions, there are currently three possible scenarios for the start up phase of the SIFT Network.  (1) The SIFT Network will begin as a virtual network only, probably sitting in UNEP.  (2) The SIFT Network will begin inside UNEP with a small staff of 1.5 – 3 persons for an incubation period of one to two years. (3) The SIFT Network will be allocated an adequate budget from the outset that will establish an independent office with staff, housed outside of UNEP but with UNEP as Chair of the Coordinating Council.  

However, before the Coordinating Group decides which scenario is most appropriate, a Business Plan must be prepared. The Coordinating Group should also consider the possibility of other scenarios and must analyze the existing ones in more detail.  Among the other issues to be considered in the Business Plan, and ultimately decided by the Coordinating Group are whether the SIFT Network will be donor-financed, membership-fee driven, or fee for service, or a mixture of these. The decision will have implications for how funding will be secured and whether the SIFT Network will offer services that can generate enough revenue.  

While there are several organizations that have similar visions and goals to the SIFT Network that can be examined for their different approaches and potential applicability (See Annex 4: “Organizational Models for SIFT” for a comprehensive list), rather than reinvent the wheel, the example of SEFI is particularly relevant to in its applicability to the establishment of the SIFT Network. The goal of UNEP Sustainable Energy Finance Initiative (SEFI) is to foster investment in sustainable energy projects by providing up-to-date investor information, facilitating deal origination, developing partnerships, and creating the momentum needed to shift sustainable energy from the margins of energy supply to the mainstream. SEFI is governed by a committee of representatives from the three groups (UNEP FI, UNEP Energy, and BASE) and an Advisory Board made up of finance practitioners representing the corporate finance, private equity, insurance, and export credit sectors. This collective approach offers a distinct advantage over individual activity, due not only to the convening power of UNEP, but to the effectiveness of the global reach and knowledge of the players creating efficiencies in information input, generating innovative solutions, communicating successes, and generally promoting, facilitating, and supporting increased investment in clean energy. (SEFI is explored in more detail in Annex 4).
Potential Funding Sources
As stated above, a decision point for the existing Coordinating Group is whether the SIFT Network will be donor-financed, membership-fee driven, fee for service, or a mixture of these. This decision will have implications on the method or methods used for securing funding and whether the SIFT Network will offer services that can generate enough revenue to support itself. The optimal model will be determined based on the Business Plan which will be developed as a follow-up to the development of the Concept Paper. 

There are several organizations that have similar visions and goals to the SIFT Network, and can be examined for their different approaches and potential applicability (See Annex 4: “Organizational Models for SIFT” for a comprehensive list).  Rather than reinvent the wheel, it is important to review the following organizations that are most pertinent for their applicability to the SIFT Network.  It should be noted that it was not possible to obtain detailed information on operations/staffing/budget without carrying out interviews. This would certainly need to be done as part of the Business Plan in order to make an informed decision on an operational model. 
For the first two to three years the SIFT Network should be financed with start up funds from the public organizations represented in the Coordinating Group.  Eventually the SIFT Network can become a self-financing enterprise, based on consultancies and product/service sponsorships but in the short term, at least one, and optimally several, of the multilateral or bilateral organizations should directly support  the SIFT Network with development and planning funds.  During a transition period towards self-financing, to be achieved within four to six years of its inception, the SIFT Network should seek commitment from UNEP or one of the donor organizations to fund one-half of the initiative through a matching scheme based on other contributions, membership fees, and fee for service consultancies, training, conferences, and projects.  

The Network should in the meantime seek funding from all major relevant groups with an interest in sustainable finance and investment in tourism including UN agencies, governments, financial institutions and development banks, major corporations, and philanthropic organizations.  The SIFT Network could seek sponsorship contributions for one or more of its individual products or services described above. For instance, an organization could partially fund the Network’s portfolio of information tools or one or more of its products. 
It is instructive to look at the development phases of setting up the Tourism Sustainability Council as it is similar to how the SIFT Network may want to organize itself. While a Business Plan is needed to determine the budget and sources of financial support, it is likely that funding will be generated through core donations, project specific donations, sponsorships of events, revenue from services, membership fees, accreditation fees, and training fees.
Ensuring that the SIFT Network is financially viable is critical in its early stages as it must establish itself as an organization with the resources and standing to effectively carry out its mission. Without this, its services and recommendations will not be fully utilized or addressed by the organizations it is targeting. With adequate funding initially, the SIFT Network can establish itself and gain traction in the investment, finance, and development communities. Once this is accomplished, other sources of funding and revenue will be more likely to follow.

Roadmap

The formation and launch of the SIFT Network requires a series of immediate and longer-term steps to be successful (See Annex 1 for more Roadmap detail):

Phase 1: Immediate steps prior launch (3-6 months):
1. Develop a Business Plan

2. Prepare for the official launch of the SIFT Network in early 2010
3.  Select additional members (business and government) for new a Coordinating Committee
4. Survey multilateral/bilaterals

5. Survey developing countries
6. Coordinating Group, led by UNEP, decides on model and secures initial funding
Phase 2: Steps after Launch of SIFT Network (timeframe TBD):

The following is a preliminary list of activities needed to build the SIFT Network after it is officially launched. This list will be refined and expanded as the Business Plan and other activities on the Road Map to launch are undertaken (See Annex 1 for expanded list).
· Seek pledges of participation and funding for first 2-3 years from stakeholders

· Dedicate office and staff, create website, develop capacity as service provider

· Develop investment/financing matchmaking tools and capabilities

· Develop criteria/standards acceptance and integration program

· Implement marketing plan
Conclusion
This Concept Paper demonstrates that there is a clear need for the SIFT Network to serve as a facilitator in connecting investment capital and financing from both the private and public sectors with sustainable tourism projects and companies. A survey of the investment landscape has made it clear that there are models and tools available within socially responsible and sustainable investing that can be leveraged or adopted for sustainable tourism. At the same time, the public sector has the opportunity to stimulate and support sustainable tourism initiatives and financing but is lacking the necessary common framework and tools required to do so. What is required is an organization that bridges the gap between investment and the desired sustainable tourism projects by making the right connections, aggregating and effectively presenting relevant data, encouraging transparency, and promoting the value in sustainable tourism from an investment and financing perspective.
Annexes
Annex 1: Road Map for SIFT Network

Phase 1: Immediate steps prior launch:

1. Develop a Business Plan: 6 weeks

At its September 11, 2009 meeting, the SIFT Coordinating Group recognized that more research and interviews were required to produce a full Business Plan.  However, an agreed upon Business Plan must be completed and accepted by the Coordinating Group prior to the launch. Its preparation could include:

· Conduct in-depth interviews with key officials at the relevant institutional models (Annex 4) to understand the structure, staffing, financing, task of these organizations, as well as the pros and cons of each model.

· Conduct in-depth interviews with up to a dozen private sector leaders involved in sustainable tourism development and financing to determine the barriers to investment in sustainable tourism projects and what is the business demand for the SIFT Network. The interviews would also seek opinions regarding their willingness to help finance the SIFT, to join as members with annual dues, and what services they would like, and whether businesses would pay for these services.

· Consult with key members of the Coordinating Group, including UNEP and UNF, regarding sources and level of funds, for the SIFT Network start-up period and over time. 

· Identify the size and membership of the Coordinating Committee (which will take over governance from the Coordinating Group after the SIFT Network is launched.) Identify new members from the private sector and developing country governments. The solicitation and approach to new Coordinating Committee members will be done by UNEP with help from UNF, based on recommendations from the consultants.

· Identify preliminary list of sustainable criteria using TSS, GSTC, SRI and other relevant criteria.

· Consolidate the list of potential the SIFT Network members (based on Annex 7 and input from the Coordinating Group) and propose an annual membership fee schedule.

· Develop 1-3 scenarios for how the SIFT Network could be structured. Time permitting, each scenario could include: implementation plans, business models, functions and operations, governance, staff, membership, Coordinating Committee (including its size and duties), budget, and financing. Each scenario will look at the Startup (first two years), Intermediate phase (up to four years), and Long Term structures and financing.  

A draft of this Business Plan will be reviewed by UNEP. Based on feedback, a final version will be prepared and submitted to the full Coordinating Committee for approval, including selection of the approved model. 

2.  Prepare for the official launch of the SIFT Network: 3 weeks
· Determine the budget, number of participants, agenda, and key speakers

· Refine the list of potential participants to the SIFT Network launch and send invitations to both the launch and the Innovators’ Symposium.

· Arrange logistics for the event (room, food, lodging, transport, speakers, printed materials, etc)

· Design a panel to discuss the SIFT Network at the Innovators Symposium.

3. Survey multilateral/bilaterals: 2 weeks

This is to ascertain what criteria are used to finance tourism and which windows are used and what criteria is applied in financing tourism projects. The initial consultancy did not have sufficient time to conduct these interviews. While such a survey is not absolutely necessary to be done before the launch, if it could be, it would help to inform the Business Plan and the proposed SIFT Network activities and functions. 

4.  Survey developing countries: 2 weeks
This is to determine which countries are interested in or already promoting sustainable tourism, the key government and private sector institutions, and their interest in the SIFT Network. Again, this survey does not necessarily need to be done before launch of the SIFT Network, but it would provide vital information about which countries should be targeted by the SIFT Network. 

PHASE II: Steps After Launch of SIFT Network:

The following is a preliminary list of activities needed to build the SIFT Network after it is officially launched. This list will be refined and expanded as the Business Plan and other activities on the Road Map to launch are undertaken.
· Seek pledges from participants/stakeholders attending the CREST Innovators’ Symposium in January 2010, as well as in other meetings on related issues.  

· Designate dedicated office and staff

· Website development:  Gather case studies, reports, lessons learned, tools to post to website for immediate benefit to members

· Connecting demand with supply:  Build an online directory of membership (financial institutions, multilateral and bilateral banks, governments, tour operators, etc) links to resources, complimentary services, technologies, products, websites, organizations, companies, suppliers, etc.

· Develop the capacity of the SIFT Network to offer other potential services such as training, capacity building, technical assistance

· Criteria/standards development: possibly adopt methodology used by TSC  to incorporate wide stakeholder approach

· Organize or co-sponsor conferences with other events to achieve maximum exposure, generate interest, keep up momentum 

· Continue fundraising: possibly hire a fundraiser

· Implement marketing plan: Continue networking and partnership-building, by widening the network, it should be possible to attract corporate sponsorship, intergovernmental funding, national funding, and even regional contributions
Annex 2: Multilateral and Bilateral Development Organizations: Sustainable Financing Criteria for Private Sector Tourism Projects

Multilateral Development Banks

In reviewing public development and financial institutions, it is clear that criteria and guidelines to ensure sustainability within the tourist industry are widespread, but they are not uniform and are often embedded within broader environmental, social, or governance policies.  Because tourism issues cross sector lines, multilateral and bilateral development organizations use a variety of windows to finance tourism projects, with different sets of criteria depending on the window.  It was not possible in the timeframe of this report to ascertain what criteria are being used by various institutions for developing their tourism portfolios.  A survey and interviews with key officials in leading organizations would be highly recommended as an important step towards launching the SIFT Network.  

For this report, a search was conducted on the websites of major development and lending institutions. This revealed what an investor or developer would find regarding the sustainability criteria used by these institutions in financing tourism projects. It also revealed the lack of transparency and the overall impenetrability of public sector procurement policies and guidelines for tourism projects.  In addition to this website analysis,  the following sources were used to develop this section:  Common Performance Assessment Report; World Wildlife Fund/BankTrak Report
;  Edgell, Allen, Smith and Swanson , Tourism Policy and Planning
, and the Development Assistance Network for Tourism Enhancement and Investment (DANTEI) website
, which is a cooperative effort between the United Nations World Tourism Organization (UNWTO) and George Washington University's International Institute of Tourism Studies (IITS). 

In 2003, a Multilateral Development Banks (MDBs) Working Group agreed to publish an annual joint report using the Common Performance Assessment System, or COMPAS, to evaluate their institutional effectiveness in managing for results.  The objective of COMPAS is to provide MDBs and their partners with information on strengths and areas for improvement within each MDB relating to “managing for development results.”  According to the COMPAS report, MDBs have placed significant emphasis on defining criteria and standards for evaluating private sector operations. MDBs have moved toward harmonization of evaluation standards, but “full harmonization may be elusive given the MDBs’ different mandates, controls, and management structures for providing private sector finance.”
 Technical assistance and the organizational structures managing them vary widely across MDBs. Most MDBs measure and assess the cost-efficiency of such services on project completion, but the criteria and methodologies for these assessments differ.  The COMPAS report demonstrated the diversity of mandates, approaches, and procedures used by the MDBs in the private sector.  There is some progress toward commonality and harmonization, but more in the area of evaluation. 
Several MDBs have introduced, are developing, or are strengthening their systems for monitoring the development results of their operations. The African Development Bank (AfDB) is introducing an exante screening tool of its  contribution and development results at the time of approval—the Additionality and Development Outcome Assessment—which it hopes to use as a basis for monitoring. The ADB has just begun to develop its monitoring system. In January 2008, the Inter-American Investment Corporation introduced the Development Impact and Additionality Scoring (DIAS) system to better link the financial and development aspects of each project and enable aggregation of development results by portfolio, rather than just by project. The IDB’s results assessment system is anchored in a Development Effectiveness Matrix, introduced since March 2008.  IFC tracks development outcomes of both its investment and advisory results in its Development Outcome Tracking System (DOTS).  It is clear that there are considerable differences among the monitoring systems of the various MDBs, and among the frameworks and standards each institution uses for financing projects, and monitoring and evaluation. For example, in 2001, the Evaluation Cooperation Group (ECG) of the MDBs agreed on the first Good Practice Standards for Evaluation of Private Sector Investment Operations (GPS).  Although the GPS has been accepted by all participating MDBs (except IsDB), several aspects of the monitoring systems in some MDBs differ from the GPS.  For example, the GPS defines development outcome as comprising four performance areas (financial, economic, environment and social, and private sector impact), but some institutions include other performance measures in their monitoring systems for development outcome. 

The following is a summary of the policies and criteria used by select public banking and development institutions for guiding sustainable financing and evaluating private sector projects.

African Development Bank (AfDB)
: The AfDB provides financing for projects that involve the establishment, expansion, diversification, and/or modernization of production facilities in a variety of sectors, including energy, manufacturing, agribusiness, tourism, transport, infrastructure, extractive industries, banking and finance and other service industries. To date, most of the private sector projects have focused on financial services, manufacturing and infrastructure. The recipients of such assistance are both private entities as well as eligible public entities not requiring sovereign guarantees.  Projects are selected based on a financial evaluation and must comply with the AfDB's integrated environmental and social impact guidelines and the regulations of the respective country.   

The Policy on the Environment acknowledges that to sustain economic growth in Africa, there is an urgent need to preserve and enhance the ecological capital that enriches such growth. The main goals of the policy are to: 

· Promote a long-term view and perspective of economic and social development; 

· Reverse where possible and halt the impoverishment process in Africa by enhancing the access of the poor to environmental resources; 

· Help Regional Member Countries (RMCs) to build their environmental management capacity and sensitize policymakers on environmental issues and bring about institutional changes to achieve sustainable development; and
· Reinforce the existing partnerships with international institutions and network also with regional and sub regional organizations to coordinate interventions in environmental sustainable development.

Two guidelines relevant to the Policy on the Environment were completed and disseminated in 2004, namely the Strategic Impact Assessment Guidelines (SIA) and the Integrated Environmental and Social Assessment Guidelines (IESA). The SIA is a systematic process of evaluating the environmental consequences of any proposed policy, plan or program. It is also a tool for assessing social and environmental sustainability of policy-based lending, structural adjustment, and sector investment lending. The IESA Guidelines, on the other hand, are designed to ensure that both environmental and social issues are mainstreamed in Bank projects throughout the project cycle. 

Asian Development Bank (ADB)
:  ADB’s main partners are governments, the private sector, nongovernment organizations, development agencies, community-based organizations, and foundations.  Under Strategy 2020, a long-term strategic framework adopted in 2008, ADB will follow three complementary strategic agendas: inclusive growth, environmentally sustainable growth, and regional integration. In pursuing its mission, ADB’s main instruments comprise loans, technical assistance, grants, advice, and knowledge. Although most lending is in the public sector - and to governments ​ ADB also provides direct assistance to private enterprises of developing countries through equity investments, guarantees, and loans. 

The ADB has high level strategies that are not specific to tourism although the ADB funds tourism projects through its support in five core areas: infrastructure, environment, regional cooperation, finance sector development, and education.  Along with the MDGs, the ADB employs good governance, gender equity, and environmental guidelines to evaluate projects.  ADB has developed a corporate-level results framework with preliminary indicators to monitor and report on its total effectiveness.  One of its flagship projects in tourism development is in the Greater Mekong Sub region.  An evaluation recently completed made recommendations in relation to the following areas of ADB’s operations:  

· Clarify alignment with Strategy 2020: Tourism is not specifically identified as a core area of operation in the Strategy 2020. Management guidance is needed on whether ADB should finance projects in the sector in the future. 

· Improve effectiveness of ADB assistance for tourism: ADB should continue its intellectual leadership by focusing more on nonlending products and services geared to strengthen policy analysis and positioning of the tourism assistance strategic focus and sector selectivity in ADB operations. 

· Provide better opportunities for inclusiveness: It is essential to build the capacity of public sector tourism officials, especially in the provinces that can have an impact on inclusiveness and poverty reduction. 

A proposed (February 2009) design and monitoring framework for tourism development includes indicators for: sustainable and inclusive tourism development; nature and culture based tourism destinations of sub-regional importance with 1) improved connectivity, 2)better quality environment and visitor services, 3) enhanced natural and cultural heritage, and 4)stronger linkages with communities, infrastructure improvement, capacity development, fostering community participation and project management.

The 2008 COMPAS shows that ADB sustained progress in many areas, particularly in assessing country capacity to manage for development results, harmonizing its assistance with that of other development agencies, promoting institutional learning from operational experience, and mainstreaming results-focused human resource management.

Inter-American Development Bank (IDB)
: The IDB Group is composed of the Inter-American Development Bank, the Inter-American Investment Corporation (IIC) and the Multilateral Investment Fund (MIF). The IIC focuses on support for small and medium-sized businesses, while the MIF promotes private sector growth through grants and investments, with an emphasis on microenterprise. The portfolios of all three include financing tourism projects. In 2008, IDB instituted a broad reform agenda, including increasing its focus on results. With a new organizational structure and new operational procedures, IDB is positioning itself with a stronger results orientation to improve the clarity of definition, measurement, and achievement of results from the projects it funds.  At an institutional level, IADB instituted a Development Effectiveness Framework in October 2008 to increase the effectiveness of its activities, including the creation of a results framework incorporated into the Corporate Performance Framework to monitor progress through development effectiveness indicators, and an action plan to implement the framework. 

The Corporate Performance Framework (CPF), is IDB’s corporate monitoring instrument that sets clear targets for improving aggregate performance to meet strategic institutional objectives. A New Operational Framework (NOF) now guides IDB operations. The NOF contains five priority areas for the Bank’s future activity: Social Policy for Equity and Productivity, Infrastructure for Competitiveness and Social Welfare, Institutions for Growth and Societal Welfare, Competitive Regional and International Integration, and Protecting the Environment and Responding to Climate Change. Management is working to develop specific outputs and outcomes to be achieved through IDB-supported activity in each of these priority areas.  

The organization’s Sustainable Development Standards helps guide and advise its investments in projects that include tourism. Sustainability at the IDB means promoting economic growth and poverty reduction that ensures the kind of lasting environmental social and economic benefits that the Bank was created to foster. By putting sustainability at the heart of its operations, the IDB aims to help countries in Latin America and the Caribbean maintain and enhance their natural and social capital for development. Sustainability standards are important to ensure that each project is assessed, approved, and monitored with due regard to environmental, social, labor, health and safety concerns, and that all project-related impacts and risks are adequately mitigated or controlled. The IDB is committed to developing internal standard-setting policies that are equivalent to the best international practices. The Bank's Environment and Safeguards Compliance Policy, Indigenous Peoples Policy and new Disaster Risk Management Policy took us a step closer to this goal. Together with the IDB's Involuntary Resettlement Policy and Disclosure of Information Policy, these policies comprise a coherent set of sustainability standards to guide our work. They are summarized below.

In 2009, the IDB unveiled the first set of set of criteria designed to guide lending for tourism projects. The purpose of this new Tourism Sustainability Scorecard is two-fold: 1) to allow the IDB to assess the sustainability aspects of the projects that request IDB financing and to prioritize those requests which demonstrate potentially positive impacts; and  2) to guide developers to formulate more sustainable projects and encourage them to think about sustainability issues from the outset.  This interactive tool was developed to ensure that the IDB’s investments in private sector tourism projects maximize social, economic, cultural and environmental benefits for local communities and destinations.  Although the Scorecard has been specifically designed for the private sector, it can also be a valuable tool for government entities, NGOs, scholars, and other tourism stakeholders to assess private sector initiatives.  

The Scorecard was developed on the basis of the Global Sustainable Tourism Criteria. It includes 52 criteria and their corresponding indicators grouped into five sections: effective sustainable management practices; socioeconomic issues; cultural heritage issues; environmental issues; impacts on the tourism destination; and real estate activities associated with the tourism project.

The Multilateral Investment Fund (MIF)
 is an autonomous department and is the main funder of sustainable tourism projects for the organization. The projects supporting sustainable tourism development respond to the MIF strategy of supporting the competitiveness of small and medium enterprises (SMEs), the development of capacities for sector management, and the regulatory regime that affects the performance of companies in the market; they are compatible with the Bank’s social, environmental and private sector development strategies, and they respond to the current pillars of the Bank’s strategy, such as promoting competitiveness and reducing poverty. The IDB’s “Sustainable Tourism as a Development Strategy” provides guidance for the sector.  

The Inter-American Investment Corporation (IIC) is the third member institution of the Inter-American Development Bank. The IIC’s Mission is to promote and support the development of the private sector and the capital markets, including in tourism, in its Latin American and Caribbean member countries by investing, lending, innovating, and leveraging resources as the institution charged with fostering the development of small and medium-size enterprises to further sustainable economic development.
  In January 2008, the IIC introduced the Development Impact and Additionality Scoring (DIAS) system to better link the financial, environmental impact, and aspects of each project and enable aggregation of development results by portfolio, rather than just by project.

The Islamic Development Bank (IsDB)
:   The IsDB is carrying out institutional reforms that, among other things, involve redesigning its policies and business processes and strengthening its results management, with the overall aim of enhancing its institutional effectiveness and the development impact of the interventions it funds. It is developing sector strategies that include defining a set of standard core indicators for each of the major sectors in which it works: human development, agricultural development and food security, infrastructure development, intra-trade among member countries, private sector development, and research and development (R & D) in Islamic economics, banking and finance. Additionally, it is establishing a dedicated Development Effectiveness Division to monitor and report on core sector indicators.

 World Bank Group
:  The World Bank Group includes the following  five affiliated institutions: the World Bank (officially known as the International Bank for Reconstruction and Development, IDRD) which lends to governments, the International Development Association (DDA) which provides funding to the world’s poorest countries, International Finance Corporation (IFC) which lends to the private sector, Multilateral Investment Guarantee Agency (MIGA) which promotes direct foreign investment in developing countries by “providing political risk insurance (or guarantees) against certain noncommercial risks to investments in developing countries, as well as providing dispute resolution services for guaranteed investments,”
   and the International Centre for Settlement of Investment Disputes.  While all of these institutions are involved in tourism and could be relevant to the SIFT Network both in terms of financing for sustainable tourism development and in terms of setting guidelines and standards,  this paper looks briefly at the two most important: the World Bank and the IFC.

World Bank senior management has given top priority to better measuring and reporting on results achieved through the bank’s lending and non-lending activities. To better capture results achieved on the ground through operations and programs with counterpart governments, the World Bank is developing a Results Platform and strengthening its systems and tools for results monitoring and reporting. Key elements include (a) the adoption of standardized core sector indicators to monitor results (sector outputs and outcomes), to be used at the project level and tracked/aggregated at the institutional level; to date four sectors (water supply, health, education, and road transport) have defined their core indicators and others are working to do so; (b) improving IT systems to facilitate tracking of results data and standardization; (c) a portfolio results monitoring framework to help country units track results, and (d) systematic collection of results stories at the sector, thematic, and country levels. The World Bank is also collaborating with other MDBs to coordinate efforts on improved results reporting, which in the future would be integrated into the COMPAS exercise. 

The World Bank Group customarily uses a cost-benefit analysis for appraising projects encompassing a financial appraisal, economic efficiency analysis, socio-economic assessment and environmental appraisal.  The World Bank acknowledges cultural heritage and sustainable tourism as an area of priority for investment due to its capacity to build revenue generating assets that in turn support economic development and poverty alleviation.  These two components are imbedded in multi-sector projects and activities. The World Bank portfolio has shifted towards investments that facilitate tourism development focused on improvements in physical planning.

The International Finance Corporation
, the World Bank Group’s private sector arm, introduced standardized core indicators as part of its Development Outcome Tracking System (DOTS) in 2005. The indicators were identified by industry area for IFC’s investment operations and by business line for IFC’s advisory services. These indicators (which do not appear to include tourism specifically) aim to capture the performance and development reach of affected stakeholders and track IFC’s achievement against the expected development objectives set out at the beginning of the project. 
 For IFC investments, the standard indicators feed into the rating on four performance areas—the financial, economic, environmental, and social performance of a project, and its broader private sector development impacts. For IFC’s advisory services, the standard indicators feed into the rating on a project’s relevance, effectiveness and impact.  DOTS thus allows the aggregation of development results and comparisons across regions, industries, and business lines. 

The IFC has recently developed a Tourism Sector Diagnostic (TSD) tool which is a standardized and replicable process for identifying and measuring key impediments to sustainable tourism development which guides IFC interventions and can be used to measure investment opportunities and identify gaps.  

 Global Environment Facility (GEF)
  is an environment trust fund with many links to tourism, including a small grants facility (Environmental Business Finance Program) implemented with help from the International Finance Corporation. The GEF was originally set up in 1991 as a $1 billion pilot program under the World Bank, UNEP and UNDP “to assist in the protection of the global environment and to promote environmental sustainable development.”
 Today, the GEF is an independent organization and the largest public institution funder of projects to improve the global environment.

The Operational Strategy from 1995 lays the foundation for GEF's efforts in six focal areas (biological diversity, climate change, international waters, land degradation, ozone layer depletion, and persistent organic pollutants). The strategy incorporates guidance from conventions for which GEF serves as the financial mechanism:  the Convention on Biological Diversity, the UN Framework Convention on Climate Change, the Stockholm Convention on Persistent Organic Pollutants, and the United Nations Convention to Combat Desertification. GEF resources are programmed in conformity with the policies, program priorities, and eligibility criteria decided by the Conference of the Parties of each of those conventions.  It also establishes operational guidance for international waters and ozone activities, the latter consistent with the Montreal Protocol on Substances that Deplete the Ozone Layer and its amendments.  In 2007, the original 15 Operational Programs under the GEF Operational Strategy was replaced with a set of revised Focal Area Strategies presenting long-term Strategic Objectives, as well as medium-term Strategic Programs, to be revised at each replenishment cycle.  

The United Nations (UN)
:  There are a number of organizations within the UN system that are involved in financing and developing sustainability criteria for tourism. The most important are:  United Nations World Tourism Organization (UNWTO), United Nations Environment Program (UNEP), United Nations Development Program (UNDP),  UN Educational, Scientific, and Cultural Organization (UNESCO), UN Economic and Social Commission for Asia and the Pacific (UNESCAP), and UN Conference on Trade and Development (UNCTAD). In addition, there are various initiatives that include sustainable tourism.  

Much of the work around sustainable tourism both within the United Nations and other institutions is currently being framed as meeting the Millennium Development Goals,
 the eight international development objectives that the UN has pledged to achieve by 2015. The MDGs are drawn from the actions and targets contained in the Millennium Declaration that was adopted by 189 nations-and signed by 147 heads of state and governments during the UN Millennium Summit in September 2000. 

The eight MDGs break down into 21 quantifiable targets that are measured by 60 indicators.

· Goal 1: Eradicate extreme poverty and hunger 

· Goal 2: Achieve universal primary education 

· Goal 3: Promote gender equality and empower women 

· Goal 4: Reduce child mortality 

· Goal 5: Improve maternal health 

· Goal 6: Combat HIV/AIDS, malaria and other diseases 

· Goal 7: Ensure environmental sustainability 

· Goal 8: Develop a Global Partnership for Development 
The MDGs:

· synthesize, in a single package, many of the most important commitments made separately at the international conferences and summits of the 1990s; 

· recognize explicitly the interdependence between growth, poverty reduction and sustainable development; 

· acknowledge that development rests on the foundations of democratic governance, the rule of law, respect for human rights and peace and security; 

· are based on time-bound and measurable targets accompanied by indicators for monitoring progress; and 

· bring together, in the eighth goal, the responsibilities of developing countries with those of developed countries, founded on a global partnership endorsed at the International Conference on Financing for Development in Monterrey, Mexico in March 2002, and again at the Johannesburg World Summit on Sustainable Development in August 2002. 

 Another important set of high level principles is the United Nations Global Compact (GC) 
 which was launch in 2000 as a partnerships and openness between business, governments, civil society, labor, and the United Nations. The UN Global Compact is a strategic policy initiative for businesses that are committed to aligning their operations and strategies with ten universally accepted principles in the areas of human rights, labor, environment and anti-corruption. By doing so, business, as a primary agent driving globalization, can help ensure that markets, commerce, technology and finance advance in ways that benefit economies and societies everywhere. The UN Global Compact is a leadership platform, endorsed by Chief Executive Officers, and offering a unique strategic platform for participants to advance their commitments to sustainability and corporate citizenship. Structured as a public-private initiative, the UN Global Compact is policy framework for the development, implementation, and disclosure of sustainability principles and practices and offering participants a wide spectrum of specialized work streams, management tools and resources, and topical programs and projects – all designed to help advance sustainable business models and markets in order to contribute to the initiative's overarching mission of helping to build a more sustainable and inclusive global economy. 

The following highlights some of the UN’s most relevant UN programs and guidelines for the SIFT Network. 
As the leading international organization in the field of travel and tourism, the United Nations World Tourism Organization (UNWTO)
 is vested by the United Nations with a central and decisive role in promoting the development of responsible, sustainable, and universally accessible tourism. The UNWTO is made up of member countries that are represented by their ministries of tourism. The organization plays a catalytic role in promoting technology transfers and international cooperation, in stimulating and developing public-private sector partnerships and in encouraging the implementation of the Global Code of Ethics for Tourism,
 with a view to ensuring that member countries, tourist destinations, and businesses maximize the positive economic, social and cultural effects of tourism and fully reap its benefits, while at the same time they minimize its negative social and environmental impacts.  Through tourism, WTO aims at stimulating economic growth and job creation, providing incentives for protecting the environment and cultural heritage, and promoting peace, prosperity and respect for human rights.  In 2002, UNWTO started the Sustainable Tourism for the Elimination of Poverty Program (ST-EP), aimed at reducing poverty levels through developing sustainable forms of tourism.  

The UN Foundation
 has played an increasingly important role in promoting sustainable tourism, including developing the World Heritage Alliance in partnership with Expedia. UNF was the catalyst behind development of Global Sustainable Tourism Criteria that were launched at the IUCN World Conservation Congress 2008. The new criteria – based on thousands of best practices culled from the existing standards currently in use around the world – were developed to offer a common framework to guide the emerging practice of sustainable tourism. The GSTC initiative has constituted a major reference point for the entire tourism sector and is an important step in making sustainability an inherent part of tourism development. 

United Nations Environment Program (UNEP)
: This UN agency, whose member countries are represented by the ministers of the environment, has a small tourism unit which has been very active in promoting sustainable tourism standards. UNEP has also developed the UN Principles for Responsible Investment,
 an investor initiative in partnership with UNEP Finance Initiative and the UN Global Compact, to assist investors to consider environmental, social, and corporate governance (ESG) issues which can affect the performance of investment portfolios. UNEP Finance Initiative is a global partnership between UNEP and the financial sector. Over 170 institutions, including banks, insurers and fund managers, work with UNEP to understand the environmental and social dimensions of financial performance and risk.

It provides a menu of possible actions for incorporating ESG issues into mainstream investment decision making and ownership practices. One of UNEPs main intervention areas in tourism is to demonstrate the value that sustainability can add to the tourism value chain.  Main objective is to integrate sustainability in tourism development policies and promote sustainable production and consumption (SPC) patterns taking a life cycle approach.

At the April 2009 meeting in Marrakech, the International Task Force on Sustainable Tourism Development (ITF-STD) developed the Policy Recommendations on Sustainable Tourism Development. These are to be presented to the UN Commission on Sustainable Development in 2010, where the 10-Year Framework of Program on Sustainable Consumption and Production (SCP) will be discussed.    One of the recommendations is to adopt criteria for sustainable investments in the tourism sector within the spirit of the “Equator Principles” prioritizing investments on projects developed by small, medium, and micro enterprises that steer sustainable consumption and production processes in tourism businesses. 

In addition, a new tool is being developed by the UNEP and World Wildlife Fund (WWF), the “Decision support tool for assessing the micro and macro-economic effects of investment in tourism,” is intended to assist investors and developers in making sustainable investment decisions. This tool seeks to engage the private sector in gathering and in putting data that is essential to estimate tourism‘s impacts and assess the performance of sustainable investment.  It may also provide a benchmark for the particular investment against the industry, thus providing an incentive for the private sector to participate in providing data.  

UN Conference on Trade and Development (UNCTAD)
:  As the designated UN focal point for the integrated treatment of trade and development, UNCTAD has a special responsibility to contribute to the achievement of the Millennium Development Goals.  As an intellectual center for development, UNCTAD generates ideas and serves as a forum for debate on trade for development.  In all three pillars of UNCTAD’s work - Policy analyses; Technical assistance; and Intergovernmental consensus-building - UNCTAD pays special attention to the key trade aspects of the MDGs.  As the focal point within the United Nations for the integrated treatment of trade and development and the interrelated issues in the areas of finance, technology, investment and sustainable development, UNCTAD´s technical cooperation activities address these issues in a mutually complementary fashion. 

Arrangements for the funding and provision of UNCTAD´s technical cooperation are diverse.  The Trade and Development Board adopted in October 2003 a new Strategy for UNCTAD´s technical cooperation (TDB decision 478 L). The Strategy provides the scope, guiding principles and objectives of UNCTAD´s technical cooperation. Technical cooperation should: Deliver tangible results at the interregional, regional and national levels, to the benefit of all developing countries; Be demand-driven and embrace country ownership; Be based on the principles of transparency, efficiency, effectiveness and accountability; Continue to address the needs of all developing countries, in particular LDCs; Particularly address the needs of the African continent;  Be planned and implemented in a geographically balanced manner;  Continue to address the special needs and problems of landlocked developing countries;  Also continue to address the special needs of small-island developing States, and to address the special needs of other structurally weak, vulnerable and small economies;  Be in accordance with Trade and Development Board decisions 492 (LIV) of 2007 and 478 (L) of 2003; and  be in accordance with the conclusions of the Mid-term Review in 2006.

In 2003 the UNCTAD secretariat established a task force to coordinate, guide, and expand the work of the organization on tourism as a tool for development, particularly for the least developed, landlocked and island developing countries. In March 2004, a high level international meeting of experts on sustainable tourism organized by UNCTAD
 recommended the creation of a new UN inter-agency "mechanism" to support sustainable tourism for development.  In 2006, a UN tourism network was set up. A series of training courses has been developed on various aspects of sustainable tourism for development. UNCTAD provides advisory services to developing countries and regional organizations interested in implementing sustainable tourism activities. UNCTAD has also developed an E-Tourism Initiative linking sustainable tourism and Information and communication technologies (ICTs).  UNCTAD has developed this Initiative to help developing countries' destinations to become more autonomous by taking charge of their own tourism promotion by using ICT tools.

 United Nations Development Program (UNDP):
  UNDP is the UN's global development agency, and  works in over 150 countries in the areas of democratic governance, poverty reduction, crisis prevention, environment and energy, HIV/AIDS. UNDP has made “biodiversity for development” a prime focus of its Energy and Environment programs. Closely integrated activities, including its Biodiversity Global Programme, the Equator Initiative, the Global Environment Facility (GEF), and the GEF Small Grants Programme enable UNDP to leverage change at the local, national, regional and global levels. The Global Environment Facility's Small Grants Programme aims to deliver global environmental benefits in the GEF Focal Areas of biodiversity conservation, climate change mitigation, protection of international waters, prevention of land degradation (primarily desertification and deforestation), and elimination of persistent organic pollutants through community-based approaches. Tourism projects generally are funded through the GEF’s Small Grants Program. (See Case Study 1) 
In making grants, the UNDP’s procurement criteria are that the recipient  have:  1)technical capacity to deliver the goods and/or services  as  scheduled;  2)  financial strength; 3) commitment of management to comply with UNDP General Terms and Conditions;  4) evidence of meeting national or international quality standards for the product offered  or evidence of national and international acceptance of its services;  5) production capacity to provide after-sales-service for the goods or services provided;  6) environmental compliance (i.e. ISO 14000 certification) ; and 7) participation in the UN Global Compact.  Under the environmental compliance there is a further criterion that states:  "Sustainable" or "green" procurement is rooted in the principle of pollution prevention, which strives to eliminate or to reduce risks to human health and the environment.  In order to do so, UNDP staff should evaluate purchases based on a variety of criteria, ranging from the necessity of the purchase, resource consumption, waste generation, environmental impact and health of the users.

UNEP, UNDP, UNDP, UNESCAP and UNESCO also fund tourism activities in their portfolios under various themes. 
Regional and National Agencies and Initiatives

The following is a brief review of national and regional institutions, initiatives, and policies that seem most relevant to the SIFT Network.

Organization for Economic Cooperation and Development (OECD)
:  The OECD brings together some 100 countries around the world that are committed to democracy and market economies.  Most OECD countries have applied national sustainable development strategies to a number of sectors, including tourism. Most OECD countries have a tourism strategy with specific actions in priority areas such as biodiversity, awareness-raising, and sustainability of products. Some OECD countries target specific actions and tools for the development of tourism. A wide range of approaches have been taken by OECD countries that show that all acknowledge the need to have a clear strategic vision for a sustainable tourism development.

United States:  The Millennium Challenge Corporation
 (MCC) is a U.S. government corporation and economic development program that disburses funding to developing countries based upon their adoption of transparency and sustainability goals and policies. While there has been some work in tourism, the MCC works mainly at a destination level and their criteria reflect that.  However they provide a holistic approach to assure sustainability.  Their criteria falls under three board areas: 1) Just and democratic governance, including a demonstrated commitment to:  promote political pluralism, equality and the rule of law; respect human and civil rights, including the rights of people with disabilities; protect private property rights; encourage transparency and accountability of government; and combat corruption; 2)  Economic freedom, including a demonstrated commitment to economic policies that: encourage citizens and firms to participate in global trade and international capital markets; promote private sector growth; strengthen market forces in the economy; and respect worker rights, including the right to form labor unions; 3):  Investments in the people of such country, particularly women and children, including programs that: promote broad-based primary education; strengthen and build capacity to provide quality public health and reduce child mortality; and promote the protection of biodiversity and the transparent and sustainable management and use of natural resources. 

The US Agency for International Development (USAID)
 is an independent agency that provides economic, development and humanitarian assistance around the world in support of the foreign policy goals of the United States. Contracts are awarded primarily for technical assistance but also for commodities and/or equipment, transportation services and occasionally, construction. All contracts and grants issued ultimately support objectives of that part of the U.S. foreign assistance program managed by USAID. USAID’s work in development joins diplomacy and defense as one of three key pieces of the nation’s foreign policy apparatus. USAID promotes peace and stability by fostering economic growth, protecting human health, providing emergency humanitarian assistance, and enhancing democracy in developing countries. Nine principles guide U.S. development and reconstruction assistance. The principles are not a checklist, but rather a summary of the characteristics of successful assistance to achieve development objectives including economic growth, democracy and governance, and social transition.  They are: ownership, capacity building, sustainability, selectivity, assessment, results, partnership, flexibility, accountability.
Tourism is not a discrete sector financed by USAID, but is funded via different offices such as Economic Growth and Trade, Agriculture and Environment.  Their flagship tourism program is the Global Sustainable Tourism Alliance (GSTA), a public-private partnership, between USAID, private companies, NGOs and universities focused on sustainable tourism development.  The purpose of the GSTA is twofold: to advance the state-of-the-practice in sustainable tourism development and allied fields; and to assist USAID Missions and other operating units to design and implement innovative, integrated, and market-based tourism approaches that will foster sustainable futures for individuals, local communities, and societies in USAID-presence countries.  The GSTA is a matching program, whereby Alliance partners agree to match, one to one, funding made available for sustainable tourism development initiatives in countries where USAID works.  USAID determines where GSTA projects will be executed.   It is composed of a private company, environmental NGO, non-profit organization, and one university.  USAID provides leadership and limited seed funding to 11 implementing partners that help deliver assistance and matching contributions where GSTA works.  

United Kingdom
:  One of a number of the sustainable tourism programs supported by the British government is 'Practical strategies for pro-poor tourism', a collaborative research project of the International Centre for Responsible Tourism (ICRT), the International Institute for the Environment and Development (IIED) and the Overseas Development Institute (ODI), together with in-country case study collaborators. It is funded by the Economic and Social Research Unit (ESCOR) of the Department for International Development (DFID). Pro-Poor Tourism (PPT) is tourism that results in increased net benefits for poor people. PPT is not a specific product or niche sector but an approach to tourism development and management. It enhances the linkages between tourism businesses and poor people so that tourism's contribution to poverty reduction is increased and poor people are able to participate more effectively in product development. Links with many different types of 'the poor' need to be considered: staff, neighboring communities, land-holders, producers of food, fuel and other suppliers, operators of micro tourism businesses, craft-makers, other users of tourism infrastructure (roads) and resources (water) etc. There are many types of pro-poor tourism strategies, ranging from increasing local employment to building mechanisms for consultation.  In 2002, the British Government unveiled the “London Principles on Sustainable Finance”. These seven principles addressed the environmental and social impact of the financial sector and emphasized such issues as transparency, risk management and equitable access to capital. 

Norway
: Norwegian Ministry of Foreign Affairs/Environment and Sustainable Development and Ministry of Environment have a Policy on Development Cooperation highlighting climate change and biodiversity as priorities.  They are developing guidelines on how to achieve effective tourism projects and are producing a policy on sustainable procurement of goods and services which will affect investment portfolio choices and strategies for partnerships.  The Norwegian Agency for Development Cooperation (NORAD) is a directorate under the Norwegian Ministry of Foreign Affairs (UD).  The agency also focuses on cultural cooperation and development.  

The Norwegian Ministry of Finance is the formal owner and has overall responsibility for the management of the Government Pension Fund – Global, one of the largest funds in the world. The Ministry “aims towards integrating material environmental, social and governance issues, such as the risks and opportunities associated with climate change, into different parts of the management of the Fund”
  and, it states further, the Ministry ”has recently detailed plans to establish a new environmental investment program—aimed at investments that can be expected to yield indisputable environmental benefits, such as climate-friendly energy, improving energy efficiency, carbon capture and storage, water technology and management of waste and pollution.  The Ministry and Norges Bank, which undertakes the operational management of the Fund, are joint signatories to the Principles for Responsible Investment. Furthermore, the Fund is managed according to a set of Ethical Guidelines. Through the guidelines and the mechanisms under the guidelines, the Ministry signals expectations towards companies in the portfolio to respect and uphold widely shared fundamental ethical norms, such as human rights, in the conduct of their operations.”

France:  The French Agency for Development 
(AFD) finances tourism development through sectoral projects that are cross cutting.  They are financing economic operators in the tourism supply chain (hotels), local capacity building to support ecotourism development, hotel operations and energy efficiency projects in hotels, supporting tourism competitiveness, and assisting local authorities in the development of sustainable tourism.  The French Ministry of Ecology, Energy, Sustainable Development and Town and Country Planning is the Chair of the International Task Force on Sustainable Tourism Development (ITF-STD).

Germany:  German Agency for Technical Cooperation 
(GTZ) is guided by the Millennium Development Goals.   For the work of GTZ, sustainable development means: supporting successful economic growth in partner countries, in order to generate more wealth; ensuring equality of opportunity, between rich and poor, North and South, women and men; utilizing natural resources for the benefit of humanity today such that they are preserved for future generations.

GTZ approaches tourism as both a political instrument and economic force and acknowledges its general effects on the social, cultural and ecological dimensions. This is to ensure an integrated approach by which tourism contributes to the strengthening of local and regional economic cycles as well as further development (such as education, health care, nature conservation). To achieve this, GTZ employs resources in interdisciplinary and inter-institutional cooperation. Their focus is not only on niche tourism products and small and medium companies, but also on a more sustainable development of mainstream tourism. GTZ provides support to governmental and non-governmental institutions to enable the development and implementation of suitable intervention models. Tourism is currently part of the strategy, either primary or secondary, of about 40 GTZ projects. Project activities are carried out in the following areas: political consulting, economic development, training, protected area and natural resource management, community development and social standards.

Spain: The Spanish Agency for International Cooperation for Development 
(AECID) is associated with the Ministry of Foreign Affairs and Cooperation through the Department of State for International Cooperation. It is the technical organization responsible for the design, execution, and management of cooperation projects and programs, whether directly, using its own resources, or through collaborative arrangements (conventions and agreements) with other national and international entities and non-governmental organizations. Its mission is to foster links between culture and development by supporting cultural industries in the developing world. Concerning grant criteria, Spanish NGOs which are accredited by AECI as “qualified development NGOs” can apply under this grant program.   Grant agreements are signed between the NGO and AECI according to a detailed contractual work plans. Project duration is four years (which can be extended for two more years, subject to mutual agreement).  Framework grants can address various areas and sectors, and they can support activities in one or more countries.  It was difficult to discern from their website what kind of sustainability criteria AECID uses.

The Netherlands
: The Netherlands Development Organization (SNV) is a Dutch development organization with international interests in 32 countries around the world. The SNV aims to alleviate poverty by “focusing on increasing people’s income and employment opportunities in specific productive sectors, as well as improving their access to basic services including water and sanitation, education and renewable energy.”
  The SNV supports pro-poor tourism specifically with local tourism stakeholders to develop policies and practices that can contribute to poverty alleviation. SNV focuses on capacity building and projects that are dedicated to: improving product quality and commercialization in destinations; developing market linkages and value chain development for tourism products and services; mainstreaming inclusive business/pro-poor principles in private sector businesses; and Improving policy making and sector coordination.

SNV’s sustainable tourism services are part of its efforts to fight poverty, using the Millennium Development Goals (MDGs) as guidelines. “The SNV works toward eradicating poverty through tourism development that provides employment and income for the poor. Sustainable tourism projects also contribute to environmental sustainability by promoting a good understanding of the value of biodiversity conservation and providing an economic incentive to protect the environment.”The SNV focuses on “clients” who are unable to purchase advice and similar services.  The organization engages with clients based on the following criteria:

· “potential contribution to alleviate poverty and impact governance

· strategic linkages to broader poverty reduction and alleviation strategies

· potential, and willingness for change and ownership

· commitment (in kind, financial, or otherwise)

· SNV’s ability/potential to add to the organization.”

Developing Countries: There are also some innovative sustainable policies and criteria that have emerged from Costa Rica and are emerging from other countries such as the Maldives and Vietnam in no small part a response to climate change threats.  Costa Rica has become a global leader in ecotourism and sustainable tourism. More than a decade ago, the government launched the Certificate for Sustainable Tourism, a voluntary ‘green’ certification program which has been used as a template in developing a number of other certification programs in other countries.  The International Union for the Conservation of Nature has been developing a manual for Environmental Authorities of Central America with some design and construction criteria for small and medium tourism enterprises.   It is gradually being adopted by the seven Central American republics.  

Annex 3: Investor Types

BANKS

Many of the world’s largest banks have adopted broad corporate social responsibility principles that often incorporate sustainability policies and strategies that guide their investments to varying degrees. While it is impractical to review all of the banks that have adopted relevant strategies, it is helpful to survey a selection of global banks and the measures they have taken relative to sustainable finance. 
It is important to keep in mind that there remains little transparency to commercial bank policies and investment activities, making it difficult to assess the effectiveness of the principles adopted and commitments made. Where banks have been evaluated in terms of their sustainability, they have not fared well from an overall perspective. There are many factors that contribute to this relative ineffectiveness in terms of sustainability, some of which are summed up in the conclusion of a report entitled “Shaping the Future of Sustainable Finance: Moving the Banking Sector from Promises to Performance”
  presented by the WWF and Banktrack.org in 2006:

While some industry leaders have begun to infuse their operations with broad-based commitments to sustainability, even they (let alone the rest of the industry) still have far to go in terms of meeting international standards and best practices. If the financial industry is to be a reliable, effective and profitable catalyst for sustainable development, it must not only adopt strong and comprehensive policies, but must also introduce comprehensive risk management systems that ensure rigorous implementation of the policies. At this point, policy development is still too embryonic, and information about implementation too guarded, for us to determine whether the banking industry has crossed the threshold into a promising new era of green finance – or merely refined the discredited old tools of “greenwash.”
Continued efforts to work with the private banking and investment community to establish policies related to sustainability and sustainable tourism in particular and to assist them in effectively following through on their commitments are critical. The SIFT Network, as presented here, serves as an excellent vehicle for further promoting sustainable tourism investment within the financial community. It can provide the resources and support necessary for individuals and institutions to apply their sustainable tourism investment policies and initiatives in a way that is consistent with the needs and goals of the sustainable tourism sector.

· HSBC

HSBC is one of the five largest banks in the world in terms of assets. The following statement reflects HSBC’s attitude towards sustainability: “At HSBC, our commitment to sustainability means contributing to a stable economy while managing the social and environmental impacts of our business.” 
 HSBC operates with an ethic of corporate social responsibility (CSR), which both guides how it operates as a company and brings a specific focus on sustainability. This focus covers both its operating footprint and how it invests and lends money.  The bank sees sustainability in its investments as a key to long-term profitability, and it has established a number of specific initiatives in addition to its general operating practices that fall within the category of sustainable finance. HSBC describes its sustainable finance strategy:

“As a financial institution, one of the ways we can make an important contribution to sustainability is through our lending and investment.

“We manage the potential social and environmental risks associated with our lending and investment by following international standards of good practice, such as the Equator Principles which apply to project finance. HSBC has also developed its own polices for lending to socially and environmentally sensitive sectors.

“We provide financial services that help stimulate solutions to social and environmental challenges such as climate change and access to clean water. HSBC aims to be a key leader in the development of sustainable business by actively looking for opportunities that have an environmental and social benefit as well as a viable economic return.”  

HSBC has made the following international commitments
:

· Equator Principles
The Equator Principles are a set of voluntary guidelines which provide a common framework to address the environmental and social issues that arise in financing projects.

· UN Universal Declaration of Human Rights
HSBC has expressed its support for the UN Universal Declaration of Human Rights since 2004.

· UNEP Finance Initiative
HSBC is one of the founder signatories of the UNEP Finance Initiative, a global partnership between UNEP and the financial sector working to understand the impacts of environmental and social considerations on financial performance.

· UN Global Compact
HSBC is a corporate supporter of The Global Compact. The Compact challenges companies to demonstrate progress in supporting and advancing key principles in four fields: labor standards, human rights, environmental responsibility and anti-corruption. Sir Mark Moody-Stuart, a non-executive Director on the Board of HSBC Holdings plc, is a co-vice-chair of the Global Compact Board.

· Global Business Coalition on HIV/AIDS
Global Business Coalition on HIV/AIDS, Tuberculosis and Malaria (GBC)  is a coalition of more than 220 companies united to keep the fight against HIV/AIDS, tuberculosis and malaria a global priority.

· Global Sullivan Principles
HSBC is a corporate supporter of The Global Sullivan Principles. The principles address economic, social and political justice issues, such as human rights and equal opportunities in employment.

· OECD Guidelines for Multinational Enterprises
HSBC follows the OECD Guidelines for Multinational Enterprises, which promote business conduct in the area of sustainability.
HSBC has taken a leadership role in evaluating the financial impacts of climate change, and has established policies and programs that address the environment in its investment and lending business. The bank also makes use of socially responsible investment tools such as microfinance and community investment.

· Deutsche Bank
Deutsche Bank is the second largest bank in the world in terms of assets. The bank has made a broad commitment to corporate social responsibility and maintains a specific focus on sustainability. Deutsche Bank’s philosophy towards social responsibility and sustainability is reflected in the following corporate statement:

The Deutsche Bank’s mission statement regarding sustainability summarizes the principles of our sustainable action policy. It is based on the “UNEP Declaration of Financial Institutions regarding the Environment and Sustainable Development.”  Deutsche Bank played a decisive role in the creation of this document. 
We believe sustainability means future viability - with the aim of ensuring that future generations enjoy a healthy environment as well as stable economic and social conditions. We are committed to this guiding principle.
Taking sustainability into account serves to secure our long-term corporate value. Sustainability is an integral component of our business decisions.
Deutsche Bank has been assessed by leading and widely accepted sustainability indexes and ratings as one of the upper tier financial institutions in terms of sustainability. These indexes and ratings systems base their assessments on environmental and social sustainability as well as transparency and accountability. The bank has focused on addressing climate change as an investment opportunity and has established a private equity “green” investment franchise among other related initiatives. In addition to this equity investment strategy, the primary sustainable investing tools utilized by Deutsche Bank have been microfinance (which it claims as a core competency) and social venture. Their social venture funds have focused on areas such as health, education and energy.

· Citigroup
Citigroup is the seventh largest bank in the world in terms of assets. Citi has developed a number of strategies and programs within its overall corporate social responsibility approach that focus on sustainability. As with many of the other leading banks, Citi has recognized climate change as both a global challenge and financial opportunity. It was active in the development of the Equator Principles and is also represented in the Dow Jones Sustainability Index and FTSE4Good sustainability indexes.

Citi has also established a range of partnerships to help it address environmental sustainability and socially responsible investing. These partnerships include:

NGO Partners:
· Aspen Institute Business and Society Program* 

· BankTrack
· Conservation International*

· E & Co*

· Ecologic Development Fund
· EcoLogic Finance*

· Environmental Defense*

· Finance Alliance for Sustainable Trade*

· Forest Trends*

· Friends of the Earth (U.S.)
· National Resources Defense Council
· Rainforest Action Network
· Sustainable Northwest*

· The Nature Conservancy*

· Tropical Forest Trust* 

· Wildlife Habitat Council
· World Resources Institute*

· World Wildlife Fund*

* Denotes grantee of the Citigroup Foundation.
Socially responsible investors (SRIs) and research firms:
· Christian Brothers Investment Services 

· The Ethical Funds Company 

· F&C Asset Management
· Innovest
· Interfaith Center on Corporate Responsibility 

· KLD Research & Analytics 

· Missionary Oblates of Mary Immaculate
· Neuberger Berman
· Trillium Asset Management
Other Partners:
· Business Roundtable Climate Resolve and SEE Change Initiative 

· International Finance Corporation 

· United Nations Environment Program Finance Initiative (UNEP FI) 

· Environmental Protection Agency Initiatives:
Climate Leaders, Energy Star and Green Power Partnership
Citi has also established a financial business focused solely on alternative investment. Citi Alternative Investments (CAI) is an integrated alternative investments platform that includes private equity, hedge funds, real estate, fixed income investment management and infrastructure. CAI manages capital on behalf of Citi, as well as institutional and high net worth investors. Sustainability and environment interests are prominently featured in this alternative investment arm, as reflected in the following corporate statement:
Citi Alternative Investments
Various businesses at Citi Alternative Investments (CAI) have been active in making environmentally friendly investments. For example, as part of the Sustainable Development Investment Program, CVC International has invested $150 million to date, including such notable transactions as Suzlon Wind Energy, a wind turbine manufacturer based in India, and Sindicatum Carbon Capital, a developer of projects that reduce GHG emissions globally. Citi Property Investors (CPI) invests in sustainable building projects. Its first such investment was in the Loreto Bay Company, a 5,000-home community in Baja California, Mexico that is one of the largest sustainable resort communities in North America. 
 
Underscoring Citi’s continued commitment to the environment, in April 2007, CAI created a standalone investment center called Sustainable Development Investments (SDI). SDI builds on Citi’s Sustainable Development Investment Program with an expected ten-fold increase in its capital commitment to over $2 billion of private equity over the next ten years in renewable and alternative energy, clean technologies, energy efficiency, carbon credit markets, waste and water management and sustainable forestry. Similarly, CPI intends to commit $500 million to investments in sustainable building projects over the next 10 years.

· Mitsubishi UFJ Financial Group

Mitsubishi Financial Group (MUFG) is one of the world’s ten largest banks in terms of assets. MUFG has adopted a CSR policy and has established a number of programs within that to address social and environmental issues through investment. Its CSR policy is described as follows:

One of the precepts of the management philosophy of Mitsubishi UFJ Financial Group is to progress toward a sustainable society by assisting with development in the areas in which it operates and conduct business activities with consideration for the environment. Based on this commitment MUFG is implementing CSR (Corporate Social Responsibility) activities in order to gain the public's trust and confidence and to be a good corporate citizen.

The most prominent of these CSR programs is socially responsible investing, which is valued for its positive social and environmental impacts and ability to provide long-term value and return on investment. Within that, MUFG has created specific groups and tools to target sustainable investment areas. This includes the following group, as described by the company: “Mitsubishi UFJ Asset Management established and is managing 'Eco Partners' Green Wing, which is an environmentally conscious investment trust that invests in companies that are pro-active in dealing with environmental issues.”

MUFG has endorsed the United Nations Global Compact and in 2006 became a signatory to the Principles for Responsible Investment proposed by UN Secretary General Kofi Annan. MUFG is included in socially responsible indexes, including ETHIBEL and FTSE4Good. 

· Industrial and Commercial Bank of China

Industrial and Commercial Bank of China (ICBC) is one of the 20 largest global banks in terms of assets. ICBC states a CSR position and released its first corporate social responsibility report in 2009. ICBC was recently named as the “Regional  winner: Asia” of the 2009 FT Sustainable Banking Awards, presented by The Financial Times and World Bank Group member the International Finance Corporation (IFC). The primary investment and lending mechanism used by the bank to address environmental sustainability is a “Green Credit Policy”, described as:

The Bank has strictly adhered to credit pro-environment and compliance with environmental laws and regulations and all round construction of "green credit" bank as its long-term strategy for operation and development, dedicated to fostering a model bank of "green credit policy". Initiation of green credit policy is also conducive to optimization of the bank’s structure of credit business, effective prevention and evasion of credit risks and enhancement of the capacity for sustainable development.

Much of ICBC’s CSR initiatives focus on social responsibility, improving the company’s environmental footprint, and using credit to promote green operations and limit pollution. No specific initiatives such as social investing or microfinance are presented by ICBC as part of their sustainability and CSR principles.

· Other banks

Two additional banks that have strong sustainability policies that may be relevant to SIFT and its objectives are the Banco Nacional de Costa Rica and Banco Real of Brazil. Both have tourism portfolios in Latin America. Their policies were not analyzed for this study, but will be relevant to future work.
PRINCIPAL INVESTMENT FIRMS
· Calvert

Calvert has been at the forefront of sustainable and responsible investing (SRI) for over 25 years. During that time, it has utilized a successful approach to investing that manages risk and enhances long-term performance by investing in “well-governed, sustainable and responsible companies.”
  Calvert believes that responsible management of environmental, social and governance (ESG) factors contributes to sound financial performance, which can translate into long-term shareholder value. Calvert claims more than 400,000 investors and over $13.5 billion in assets.
Currently, Calvert uses three distinct investment strategies that integrate environmental, social and governance research: Calvert, Calvert Solution™ and Calvert SAGE™. These investment tools evaluate companies across seven broad areas of sustainability criteria. The three funds are described in the following overview by Calvert:

[image: image22.emf]SRI Approach Calvert Signature™ Funds Calvert Solution™ Funds Calvert Sage™ Funds

Description Original Approach Thematic Approach Enhanced Engagement Approach

Definition Investment portfolios that 

integrate two distinct 

research frameworks: a 

rigorous review of financial 

performance, and a 

thorough assessment of 

environmental, social and 

governance performance.

Investment portfolios that 

selectively invest in companies 

that produce products and 

services designed to solve some 

of today’s most pressing 

sustainability challenges. Each 

Solution Fund has different 

criteria that reflect the over-

arching issues of, and

Investment portfolios that 

emphasize strategic engagement to 

advance environmental, social 

and governance performance in 

companies that may not meet 

certain standards today, but have 

the potential to improve. (SAGE: 

Sustainability Achieved through 

Greater

Exclusions Tobacco

Weapons

Firearms

Alcohol

Gambling*

Human Rights Issues**

Nuclear***

For the Calvert Global Water

Fund:

Tobacco

Weapons

Human Rights Issues**

For the Calvert Global Alternative

Energy Fund:

No new nuclear

Tobacco

Weapons

Human Rights Issues**

Tobacco

Weapons

Human Rights Issues**

Criteria Used for 

Portfolio 

Eligibility

Holdings pass all core 

criteria:

Governance and Ethics

Environment

Workplace

Product Safety

Human Rights

Indigenous Peoples’ Rights

Community Relations

Holdings are considered by the 

criteria relevant to the 

alternative energy sector and the 

water sector, including: Specific 

issues related to human rights 

and indigenous peoples’ rights.

All companies are eligible except 

those that are excluded for 

tobacco, weapons and human 

rights issues.

Advocacy Advocacy on select 

companies with four 

strategic advocacy 

priorities guiding our 

companyspecific and cross-

sectoral activities:

Diversity and Women

Environment and Climate 

Change

Human Rights, Labor Rights 

and Indigenous Peoples’ 

Rights

Governance and Disclosure

Advocacy on select companies 

with focus on issues specific to 

the sector:

For the Calvert Global Alternative 

Energy Fund, this includes core 

environment, social and 

governance criteria.

For the Calvert Global Water 

Fund, this includes disclosure 

and trans

Advocacy activities on all holdings 

not meeting Signature Strategies 

criteria. Enhanced engagement 

approach taken with key 

companies, including: Direct 

company dialogues and multi-

stakeholder engagement, in 

addition to proxy voting, 

shareholder resolution

 *Calvert World Values International Equity Fund and Calvert International Opportunities Fund do not have a gambling exclusion.

**We avoid investing in companies that directly support governments that systematically deny human rights, including those under international and/or U.S. sanction for grave human rights abuses, such as genocide or forced labor, i.e. Sudan and Burma.

***Calvert International Opportunities Fund may in select cases invest in companies with existing nuclear power if they are demonstrating leadership in alternative energy. The Fund will not invest in companies that own or operate new nuclear power plants.

As this table shows, Calvert uses many of the tools common to social investing, including exclusions, positive screening based on criteria, strategic investing and social investing. In addition to its primary investment strategies, Calvert incorporates community investing and other social venture strategies, such as Calvert Women's Principles®, into its portfolios. 

· Global Environment Fund

The Global Environment Fund (GEF) is an investment fund focused on businesses “that provide cost-effective solutions to environmental and energy challenges.”
  GEF was established in 1980 and currently has approximately $1 billion under management. The fund focuses on the following areas: clean tech, sustainable forestry and emerging markets (emphasizing China, India, Brazil, Turkey, Mexico, South Africa, Southeast Asia, and Eastern Europe). GEF was recognized as Sustainable Investor of the Year by The Financial Times and World Bank Group in their 2009 FT Sustainable Banking Awards.

INVESTOR NETWORKS
· Investors’ Circle

Investors’ Circle is described as follows:

The IC Network is comprised of angel investors, professional venture capitalists, foundations, family offices and others who are using private capital to promote the transition to a sustainable economy. Since 1992, Investors' Circle has facilitated the flow of over $130 million into more than 200 companies and small funds addressing social and environmental issues.

IC investors tend to focus on the following areas:

· Energy & Environment

· Food & Organics

· Education & Media

· Health & Wellness

· Community & International Development
Additionally, the organization incubates new social mission funds, and IC members also form their own funds. Areas of focus may be the same as the network or branch out to other areas. Additional criteria or strategies may be included in these funds as well, such as companies that are managed by women or minorities, and companies that enhance community development and international sustainability.
· Social Venture Network (SVN)

The Social Venture Network (SVN)
 is described as follows:

Social Venture Network inspires a community of business and social leaders to build a just economy and sustainable planet. 

 We work to achieve this mission by 

· Providing forums, information, and initiatives that enable leaders to work together to transform the way the world does business 

· Sharing best practices and resources that help companies generate healthy profits and serve the common good

· Supporting a diverse community of leaders who can effect positive social change through business

· Creating a vibrant community that nourishes deep and lasting friendships

· Producing unique conferences that promote the exchange of ideas and encourage the development of relationships and partnerships

· Offering programs that support the spiritual, professional, and personal development of our members

SVN is not specifically an investment organization or network; however, the core mission and members together form a powerful mechanism for driving investment in sustainability. The network brings together those with innovative ideas related to social equity and environmental sustainability (among other similar causes) and individuals with the ability to provide capital and support, either directly or indirectly, to the projects and companies behind those ideas.

NOT-FOR-PROFIT INVESTMENT FUNDS

· The Conservation Fund

The Conservation Fund is generally described as follows:

The Conservation Funds dedicated to advancing America's land and water legacy. With our partners, we conserve land, train leaders and invest in conservation at home. From our headquarters in Arlington, Virginia and our field offices across the country, we've saved land in all 50 states—over 6 million acres of wild havens, working lands, vibrant communities and more. 
The Conservation Fund started in 1985 as a smart solution to an old problem: how to balance environmental and economic goals. For decades, environmentalists and business or development leaders had been at odds, with each group favoring its own use of the landscape. Conservationist Pat Noonan, former head of The Nature Conservancy, decided to found a small, savvy non-profit organization that would bring economics and the environment together—providing a win for all of America. 
That idea became the Fund—a business of conservation, staffed by a skilled team with real estate, finance, legal, investment and science expertise. Rather than pursue our own conservation agenda and membership, we partner with community, government and corporate organizations—fulfilling their conservation priorities. Everything we do has environmental and economic value, from protecting "working" forests and recreation destinations that provide local revenue to helping communities grow thoughtfully. 
  
In addition to maintaining vital partnerships and providing support to conservation efforts, the Conservation Fund also provides direct investment, loans and other financing tools to further its mission. 

· The Natural Capital Investment Fund (NCIF)

The Natural Capital Investment Fund
 is a program run by the Conservation Fund to provide patient capital to small and emerging natural resource-based businesses. The focus of its investments is to support business expansion, create employment opportunities, advance sustainable economic development and develop the rural tax base. Like the Conservation Fund, NCIF is U.S.-based and focuses its investment in North Carolina, Northeast Tennessee, Southwest Virginia and West Virginia. 

NCIF presents the following points to distinguish itself from conventional lenders:

· We will consider financing a start-up business or one that has an uneven operating track record 

· We consider loans as small as $15,000 

· We will consider equity and near-equity investments to help clients leverage additional debt financing from senior lenders 

· We will provide rates that are below the prevailing market rate (but not below our cost of funds) 

· We do not assess penalties or fees for early prepayments 

· We tailor the repayment schedule to meet the business owner's needs, including features such as deferred interest or interest only periods and balloon payments 

· We usually consider more lenient collateral positions, including loan subordinations and often take a second or third lien position 

· We provide targeted technical assistance on an as-needed basis 

· We have a mission-based triple bottom-line underwriting approach to promote sustainable development and have a positive impact on human health and the natural environment. 

Sustainable tourism, specifically heritage and recreation-based tourism, is a core focus of NCIF. NCIF has funded a range of projects and businesses, from whitewater raft guiding/outfitting to small-scale lodging operations.

NCIF selects companies to fund using a social investment and positive screening philosophy based on the following:

NCIF seeks to fund companies that pay attention to a “triple bottom line;” that is, the companies integrate positive economic, environmental and social, performance. An ideal NCIF company needs capital to:

· support a profitable and economically sustainable business model 

· provide products or services that positively impact the environment by using natural resources wisely and sustainable

· create or retain jobs that pay livable wages and have benefits (health insurance, vacation, training) and advancement opportunities
Not every business that NCIF funds will be ideal on all three metrics, but at a minimum, NCIF’s management team is committed to operating a profitable business that improves the environment and does right by its employees. 

Annex 4: Potential Organizational Models for the SIFT Network 

There are several organizations that have similar visions and goals to the SIFT Network, and can be examined for their different approaches and potential applicability.  Rather than reinvent the wheel, the SIFT Network should review these organizations that are most pertinent for the applicability to the SIFT.  It should be noted that it was not possible to obtain detailed information on operations/staffing/budget without carrying out interviews.  This would need to be carried out in the next phase in order to make an informed decision on an operational model.  

Sustainable Energy Finance Initiative (SEFI) 
 is a UNEP program described as a platform providing financiers with the tools, support, and global network needed to conceive and manage investments in the complex and rapidly changing marketplace for clean energy technologies. SEFI's goal is to foster investment in sustainable energy projects by providing up-to-date investor information, facilitating deal origination, developing partnerships, and creating the momentum needed to shift sustainable energy from the margins of energy supply to the mainstream. This is very similar to the mandate of the SIFT Network in the tourism sector.  

SEFI was originally supported by the United Nations Foundation and a joint initiative between two branches of UNEP (Finance Initiative and Energy) and the Basel Agency for Sustainable Energy (BASE), a non-profit foundation.  SEFI provides current and targeted information to financiers, while facilitating new economic tools that combine social and environmental factors - both risks and returns - as integral measures of economic performance. SEFI's strategy is to provide a platform and modest amounts of capital to convene financiers, and to catalyze public-private alliances that together share the costs and lower the barriers to sustainable energy investment.  To facilitate and develop networks, SEFI does the following:
· Brings financiers and developers together to facilitate the deal origination and project capitalization process to share best practice on sustainable energy finance and to promote overall investment in the sustainable energy sector; 

· Builds credibility in the finance sector and within financial institutions for investment in sustainable energy; and 

· Helps financiers create common platforms on sustainable energy finance, such as investment forums.
It also does research, produces studies, organizes conferences/meetings, all of which is similar to what SIFT envisions doing in the tourism sector.  

To create partnerships with and within the finance sector to launch innovative financial products tailored to sustainable energy investments, SEFI:
· Develops and promotes joint Bank/UN initiatives and other public-private partnerships; 

· Links donor funding with the finance sector to buy down and share risks; and 

· Provides incentives for new financial product development that targets regions of the world currently without access to modern energy services.
SEFI is modeled in part on the successful UNEP Finance Initiative or UNEP FI (described below) as a means to provide sustainable energy financiers with the tools, support, and networks to drive the cycle of financial innovation focused on a greening of the energy mix.  SEFI is governed by a committee of representatives from the two UNEP groups UNEP FI and UNEP Energy, plus BASE and an Advisory Board made up of finance practitioners representing the corporate finance, private equity, insurance, and export credit sectors. This collective approach offers a distinct advantage over individual activity, due not only to the convening power of UNEP, but to the effectiveness of the global reach and knowledge of the players creating efficiencies in information input, generating innovative solutions, communicating successes, and generally promoting, facilitating, and supporting increased investment in clean energy. 

SEFI seeks funding from major relevant groups with an interest in sustainable energy development including UN agencies, governments, financial institutions and development banks, major corporations, and philanthropic organizations.  The UN Foundation funded one-half of the initiative’s launch through a matching scheme based on other contributions.  This is something the SIFT Network might consider as well. UNEP has also contributed development and planning funds. SEFI also receives sponsorship contributions for one or more of its individual products or services described above. For instance, an organization could partially fund the SEFI portfolio of information tools or one or more of the SEFI products.  This is a model that could work for the SIFT Network.  

Originally, three people were charged with oversight of SEFI, one in each of the three branches, i.e., UNEP FI, UNEP Energy, and BASE.   Per a telephone interview with the original staff person at BASE: It is important to note that SEFI has no “members” but rather targets the financial community at large.  SEFI has some networking activities, such as conferences and roundtables, but they mainly focus on producing and providing information and training (to bankers and green energy entrepreneurs).  They built an on-line directory of financial institutions so project developers could find who is funding what projects. This was difficult to maintain on a free basis; other providers charge $5k to do this and have a staff of 100 around the world doing research.  But this is a very popular tool if it can be funded. They are now starting to offer financial institutions capacity-building services.  

SEFI’s structure was extremely lean in the beginning, with a budget of $500k over three years, mostly from a grant from the UN Foundation. SEFI became the main project of BASE, with one person dedicating a portion of her time and drawing on part-time support from BASE’s existing small staff.  But demand for SEFI’s products and services was much greater than had been expected, and had they known this, they would have set up a full-time staff from the beginning.  The former director of BASE and current SEFI administrator highly recommended that the SIFT Network launch with a full-time director and dedicated staff. SEFI grew quickly through seeking co-financing, a grant from the EU to fund a conference convening financiers and engineers and energy companies, and development funds for training bankers in developing countries. SEFI is the victim of its own success. SEFI is now going to partner with the Frankfurt School of Finance and Management, and will rebrand itself as the Center on Climate and Sustainable Energy Finance. By partnering with the Frankfurt School SEFI will enhance its reach and tap into their expertise in the financial sector. SEFI hopes to be able to do more and better analytical work through the business school.  Both the School and the German government’s Ministry of Environment are funding the SEFI. SIFT should follow how the new Center will be organized closely in order to understand what is likely to work for SIFT. 

United Nations Environment Programme Finance Initiative (UNEP FI)
) is described as a unique global partnership between the United Nations Environment Programme (UNEP) and the financial sector.  UNEP FI works closely with over 170 financial institutions who are signatories to the UNEP FI Statements, and a range of partner organizations to develop and promote linkages between the environment, sustainability and financial performance. Through regional activities, a comprehensive work program, training programs and research, UNEP FI carries out its mission to identify, promote, and realize the adoption of best environmental and sustainability practice at all levels of financial institution operations.   Services and support include research, capacity building, action oriented publications, as well as hosting international conferences and events that bring together professionals from around the globe.  
Structure: UNEP FI is a partnership between the United Nations Environment Programme (UNEP) and the private financial sector. It is governed by an elected Steering Committee comprised of representatives, signatory institutions and a UNEP representative.  UNEP FI's annual work program and regional activities are determined in consultation with the Steering Committee.   The UNEP FI Steering Committee is composed of thirteen signatory, working group, and regional task force representatives, and one UNEP representative. Signatory representatives are elected for two year terms by the UNEP FI membership in an open election process. Working Group and Regional Task Force representatives are selected for one year terms by their respective groups.  The Chair is elected to a one year term by the Steering Committee. Steering Committee members can serve for a maximum of two consecutive years.
Background: UNEP has worked closely with industry in developing environmental management strategies, and started working with forward-looking organizations in the financial services sector at the beginning of the 1990s. UNEP was convinced that the financial sector had a valuable contribution to make in protecting the environment while maintaining the health and profitability of their businesses. The concept of the UNEP Finance Initiative was launched in 1991 when a small group of commercial banks, including Deutsche Bank, HSBC Holdings, NatWest, Royal Bank of Canada, and Westpac, joined forces with UNEP to catalyze the banking industry's awareness of the environmental agenda. In May 1992, in the run up to the Rio Summit that year, the UNEP Statement by Banks on the Environment and Sustainable Development was launched in New York, and the Banking Initiative was formed. 

This Initiative, which operated under the auspices of the United Nations Environment Programme, engaged a broad range of financial institutions, including commercial banks, investment banks, venture capitalists, asset managers, and multi-lateral development banks and agencies - in a constructive dialogue about the nexus between economic development, environmental protection, and sustainable development. The Initiative promoted the integration of environmental considerations into all aspects of the financial sector's operations and services. A secondary objective of the initiative was to foster private sector investment in environmentally sound technologies and services. 

Engaging insurers and reinsurers: In 1995, UNEP joined forces with a group of leading insurance and reinsurance companies, including General Accident, Gerling Global Re, National Provident, Storebrand, Sumitomo Marine, & Fire, Swiss Re, as well as pension funds, to launch the UNEP Statement of Environmental Commitment by the Insurance Industry. In this voluntary commitment, signatory companies pledge that they will aim at achieving a balance of economic development, the welfare of people and a sound environment. The Statement acknowledges the principles of sustainable development and the precautionary principle. It also calls upon insurers to incorporate environmental considerations into their internal and external business activities. 

In 1997, the Insurance Industry Initiative (III) was formed to fund research activities, and to sponsor awareness meetings and workshops and the annual regular meetings of the Initiative. 

Building the Initiative: This same year, the UNEP Statement by Banks on the Environment and Sustainable Development was redrafted, in order to broaden its appeal to the wider financial services sector.  At this stage, the Banking Initiative was renamed the Financial Institutions Initiative (FII).  From 1999, both the Financial Institutions Initiative (FII) and Insurance Industry Initiative (III) started to work more closely together on issues of mutual interest, and UNEP FI's core working groups were formed - the Climate Change Working Group, the Asset Management Working Group, and the Environmental Management and Reporting Working Group. 

Merging the UNEP Finance Initiative:  At the 2003 Annual General Meeting (Geneva), the UNEP Financial Institutions Initiative (FII) and the UNEP Insurance Industry Initiative (III) agreed to merge, forming one Initiative to be known as the UNEP Finance Initiative. Both groups have been, over the last number of years, collaborating very closely together through the Initiative's work programs and regional activities and this formalization was the final step in that process, and will allow the Secretariat and Steering Committee to develop an integrated work program with added value for all signatory institutions. 
The Initiative continues to receive government recognition for its work via UNEP's Governing Council, the Commission on Sustainable Development, and through various environmental conventions, such as the Convention on Biological Diversity and the United Nations Framework Convention on Climate Change.. The UNEP Finance Initiative currently has over 160 signatory institutions from over 44 countries. 
UNEP FI's activities are member-driven and focused on delivering value to signatories. Becoming a signatory entitles you to join in and direct any of our current activities, and benefit from:

· Networking - the UNEP FI network provides our signatories with a wealth of expertise and contacts to draw on, and is a forum for engagement with public and private sectors. UNEP FI is also often consulted by regional and global institutions when finance accords and trade agreements are being developed. 

· Access to best practice - members learn about the most successful policies and practices for current issues such as sustainability management and reporting, lending and investment practices and community involvement. 

· Professional development - international and regional meetings bring together leading individuals to discuss emerging issues that will affect the sector.

Budget:  It was not possible to determine the budget from the website or how the organization is actually financed, but it does not appear that there are any fees for services, but members are expected to pay “annual contribution fees”.  There is a budget to recruit consultants and UNEP FI runs an on-going internship program to assist its Secretariat in Geneva and abroad.  More information would need to be gathered to determine financing and budget.
Global Partnership for Sustainable Tourism Criteria (GSTC Partnership)
 is described as a coalition of over 40 organizations working together to foster increased understanding of sustainable tourism practices and the adoption of universal sustainable tourism principles.  The Partnership, which was initiated by Rainforest Alliance, the United Nations Environment Programme (UNEP), the United Nations Foundation, and the United Nations World Tourism Organization (UNWTO), launched the Sustainable Tourism Criteria at the World Conservation Congress in October 2008. These criteria will be the minimum standard that any tourism business should aspire to reach in order to protect and sustain the world’s natural and cultural resources while ensuring tourism meets its potential as a tool for poverty alleviation.   

The GSTC operated with a steering committee and members, and was financed entirely by donors (both public and private).  Recently, the Rainforest Alliance, the Global Partnership for Sustainable Tourism Criteria and the Sustainable Tourism Stewardship Council announced they will merge to form the Tourism Sustainability Council.  Certification programs need to demonstrate to tourism operations that getting certified has positive impacts on their businesses, they need to report to governmental and non-governmental agencies about the on-the-ground impacts of certification, and they need to be credible so that tourists feel confident that the certified businesses patronize are indeed protecting ecosystems and the well-being of local people.  The Sustainable Tourism Stewardship Council (STSC) is a proposed global accreditation body for sustainable tourism and ecotourism certification programs. 

It is instructive to look at the development phases of setting up the TSC as it is similar to how the SIFT Network may want to organize itself, bearing in mind that this will be an accreditation body and therefore will be able to generate revenue from services.  The year one budget’s recommended level is $358,550, and funding will be generated through core donations, project specific donations, sponsorships of events, revenue from services, membership fees, accreditation fees and training fees.   

Feasibility Phase:  The Rainforest Alliance conducted a comprehensive 18-month feasibility study to investigate the need for such an institution, determine its scope and develop an implementation plan. Then representatives of numerous organizations provided input on all aspects of research, design and implementation of the business plan for the institution.  One outcome of the study was the launch of the Sustainable Tourism Certification Network of the Americas, a regional network including all certification programs as well as NGOs, academic institutions and other interested parties in the Americas.
Business and Marketing Plan Phase: 

· View the Governance Systems, Business & Marketing Plans for Setting Up and Running the STSC [PDF - 1.71 MB]

· View the STSC Vision 2007 - 2012 Presentation [PPT - 1.78 MB]

· View the STSC Business Plan 2007 - 2012 Presentation [PDF - 133 KB]

· View the Consultancy to Create Business and Marketing Plans for the STSC -- Final Report [PDF - 201 KB]

To see the STSC Business Plan Primary Overview, please send requests to sustainabletourism@ra.org. 

See a list of members of the Steering Committee.

Implementation of the Business Plan: Formalizing the STSC Temporary Board and Planning its Launch
United Nations Global Compact (GC)
: The UN Global Compact is described as a strategic policy initiative for businesses that are committed to aligning their operations and strategies with ten universally accepted principles in the areas of human rights, labor, environment and anti-corruption.  By doing so, business, as a primary agent driving globalization, can help ensure that markets, commerce, technology and finance advance in ways that benefit economies and societies everywhere. 
The UN Global Compact is a leadership platform, endorsed by Chief Executive Officers, and offering a unique strategic platform for participants to advance their commitments to sustainability and corporate citizenship.  Structured as a public-private initiative, the UN Global Compact is policy framework for the development, implementation, and disclosure of sustainability principles and practices and offering participants a wide spectrum of specialized work streams, management tools and resources, and topical programs and projects – all designed to help advance sustainable business models and markets.
In keeping with the Global Compact’s voluntary and network-based character, the governance framework (Global Compact Governance Framework/ and 2008 Governance Update) is light, non-bureaucratic and designed to foster greater involvement in, and ownership of, the initiative by participants and other stakeholders themselves. Governance functions are shared by six entities, each with differentiated tasks within a multi-centric framework: 

· Global Compact Leaders Summit 

· Local Networks 

· Annual Local Networks Forum 

· Global Compact Board 

· Global Compact Office 

· Inter-Agency Team 

The UN Global Compact Office (GCO) is the UN entity formally entrusted with the support and overall management of the Global Compact initiative. It has received the endorsement of the UN General Assembly (A/RES/60/215) and has been given UN system-wide responsibilities for promoting the sharing of best practices.
It was not possible to determine the budget or staffing at the time of this report, but this model is suited to a SIFT Network as its mandate is similar.  The structure is tailored to allow for maximum ownership by participants (who have responsibility for implementation) while safeguarding the UN brand (a main function of the Global Compact Office) and providing facilitation and support where useful. It provides space for cooperation between public and private actors, balances the interest of business with labor and civil society, and allows for growth at global and local levels. It is designed to avoid capture by any one group or actor.  As a network-based governance structure it does not provide for central decision making. The voluntary nature of the Global Compact means that activities can only be demand driven.  The Board plays a critical role in managing the multi-stakeholder configuration of the Global Compact with labor and civil society as important partners. The Global Compact Office acts as a hub providing support for other components, while also supporting growth and advocacy.
SRI World Group, Inc
: SRI World Group Inc. is described as a leading provider of social investing and corporate social responsibility information to empower individuals and institutions. Originally called SocialFunds.com, SRI World Group was founded in 1999 and now serves institutional investors with news, research, consulting and other services 
SocialFunds.com features over 10,000 pages of information on SRI mutual funds, community investments, corporate research, shareowner actions, and daily social investment news.  It acts as a virtual network and clearinghouse, connecting socially conscious investors with SRI investment opportunities.  It is based in Brattleboro, VT and is maintained in part through syndication and advertisement revenue and appears to run with a skeleton staff (for example, there is no "staff directory" listed, and there is no employment advertised, so it looks like it is quite small, but has an impressive website and network).
 

Social Investment Forum
   is described as the U.S. national non-profit membership association for professionals, firms and organizations dedicated to advancing the practice and growth of socially responsible investing (SRI).  Critical to responsible investment practice is the consideration of environmental, social and corporate governance criteria in addition to standard financial analysis.  Forum members support SRI through portfolio selection analysis, shareholder advocacy and community investing. The 500 members of the Social Investment Forum include investment management and advisory firms, mutual fund companies, research firms, financial planners and advisors, broker-dealers, banks, credit unions, community development organizations, non-profit associations, and pension funds, foundations, Native American tribes and other asset owners. Main programmatic work at the Social Investment Forum occurs through Working Groups, who provide networking (conferences and e-discussion groups), information, research, and advocacy. Members benefit from:   a) networking with industry leaders through working groups, roundtables, conferences, and electronic discussion groups and b) outreach to potential clients through print and electronic directories targeted at more than 150,000 socially concerned investors each year. The Social Investment Forum maintains an office in Washington DC, has a staff of seven, a board, and supports itself through membership fees (membership dues are $688 - $26,250 per year, with a complicated tiered system, from individual financial professional rates (lowest), special rates for NGOs, to dues based on a firm’s assets or a firm’s revenue under SRI management.  It also accepts donations and sponsors. 

This model has potential for the SIFT Network to look at in terms of services provided, and how it is able to network through Working Groups and conduct outreach through electronic directories, but the model may be too ambitious for SIFT in terms of budget through membership fees.

 
Investors’ Circle: The Investors’ Circle is described as follows:  The IC Network is comprised of angel investors, professional venture capitalists, foundations, family offices and others who are using private capital to promote the transition to a sustainable economy. Since 1992, Investors' Circle has facilitated the flow of over $130 million into more than 200 companies and small funds addressing social and environmental issues.  IC investors tend to focus on the following areas:

· Energy & Environment

· Food & Organics

· Education & Media

· Health & Wellness

· Community & International Development

Additionally, the organization incubates new social mission funds, and IC members also form their own funds. Areas of focus may be the same as the network or branch out to other areas. Additional criteria or strategies may be included in these funds as well, such as companies that are managed by women or minorities, and companies that enhance community development and international sustainability.
Social Venture Network (SVN)
: The Social Venture Network (SVN) is described as follows:

Social Venture Network inspires a community of business and social leaders to build a just economy and sustainable planet.  We work to achieve this mission by 

· Providing forums, information, and initiatives that enable leaders to work together to transform the way the world does business 

· Sharing best practices and resources that help companies generate healthy profits and serve the common good

· Supporting a diverse community of leaders who can effect positive social change through business

· Creating a vibrant community that nourishes deep and lasting friendships

· Producing unique conferences that promote the exchange of ideas and encourage the development of relationships and partnerships

· Offering programs that support the spiritual, professional, and personal development of our members
SVN is not specifically an investment organization or network; however, the core mission and members together form a powerful mechanism for driving investment in sustainability. The network brings together those with innovative ideas related to social equity and environmental sustainability (among other similar causes) and individuals with the ability to provide capital and support, either directly or indirectly, to the projects and companies behind those ideas.

Annex 5: Case Studies 

Case Study 1. Large-scale: The Villages at Loreto Bay, Baja California, Mexico
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The Villages at Loreto Bay is a large-scale development that was planned to include approximately 6,000 homes in a series of dense, New Urbanist villages situated on 8,000 acres of land in the town of Loreto in Baja, California Sur, Mexico. The development was started by the Trust for Sustainable Development (TSD) of British Columbia, Canada.

Project Overview

Loreto Bay is intended to be a mixed-use, health oriented, resort lifestyle, beach town along approximately three miles of beachfront property near the historic town of Loreto in Baja, California Sur, Mexico. The Villages of Loreto Bay was marketed to second-home and retirement buyers in key locations throughout the U.S., Canada, and Mexico. The Villages of Loreto Bay were designed to be situated on over 2,000 acres of the Land while over 5,000 acres of the was dedicated as a natural preserve that also included land set aside for agricultural or recreational purposes. The Villages of Loreto Bay was planned to be developed in a series of phases over a period of twelve to fifteen years.

The Loreto area was chosen by FONATUR as one of Mexico's five best places to develop a tourist destination as a result of its great natural beauty. The Land contains approximately three miles of the best natural sandy beaches in the area, rolling terrain and vegetated shoulder land, spectacular arroyos and canyons, and a palm-filled oasis, all framed by the dramatic Sierra de la Giganta mountain range, whose peaks rise over 5,000 feet. Moreover, Loreto Bay is located only a few minutes from the Loreto International Airport. 

The origins of the project were described by the developer as follows:

In the spring of 2000, the TSD was invited by the government of the Mexican State of Baja California Sur to consider the development of an 850-acre parcel of land located on a peninsula in the capital city of La Paz. As a result, we commissioned a site specific market feasibility study for this location which concluded that a large potential market existed for a beach resort town on the Baja peninsula. However, the project became embroiled in the local politics of La Paz and eventually was awarded to a local developer. Over the course of the project, however, we assembled an exceptional team of investors, consultants and development partners who wished to carry on with and explore the plans for an environmentally focused, sustainable beachfront resort town in Baja, Mexico.

A primary component of this innovative project was a commitment to sustainability. The developers believed that the sustainability aspects of the project were a major contributor to the experience they intended to create. From walkable communities to significant conservation to green building strategies to the Loreto Bay Foundation – a non-profit foundation created from project revenues – sustainability was a cornerstone of the development plan.

The commitment by the developers to sustainability was described in original project materials as follows:

Committed to the principles of sustainability, the Trust’s objective is to develop land in a sustainable way according to the United Nations’ Brundtland Commission’s definition: “meeting the needs of the present generation without sacrificing the ability of future generations to meet their own needs.” Each development is specifically designed to address objectives in three key areas: economic, social and environmental. Sustainability performance targets are determined for areas such as energy conservation, water consumption, reduction of solid waste materials and air pollution, and provision of economic opportunities and development in the form of new jobs.
In the town of Loreto Bay, we are currently engaged with leaders of the community and City Council in determining their needs. With the assistance of the Mayor and a local community relations consultant, the townspeople are putting forward their requests, suggestions and recommendations and playing a substantive role in the Trust’s development plan. 
Drawing on the 25-year professional experience of David Butterfield and the gifted team at the Trust for Sustainable Development, we have set a development course that ensures that the Loreto Bay community will be internationally recognized not only for its livable New Urbanist plan and authentic architectural design, but also for its environmental sustainability. 
Loreto Bay Foundation
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The Loreto Bay Foundation (LBF) was established to support and fund local projects in the community of Loreto, Baja California Sur and in the Loreto Bay National Marine Park. The project must be "organized and operated for charitable purposes" (i.e. not a for-profit venture). Project staff are allowed to earn a fair salary for their work on the project, but investors are not allowed to make a profit from the project. The principal benefactors of LBF are the Loreto Bay Company and the residents of Loreto Bay.
Other planned sustainability programs included:

· Renewable energy

· Water renewal and land stewardship

· Creation of economic opportunities through new jobs and local businesses

Investment and Financing

The funding of the development of the Villages at Loreto Bay makes for an interesting case study because although sustainability was a core component of the project, it was not necessarily the main focus in attracting initial private investment. In fact, the primary selling points used to attract investors to the project were as follows:

· We believe that the land we are purchasing is significantly undervalued. 

· We have partnered with FONATUR, the Mexican agency in charge of developing tourist destinations, to develop the Villages of Loreto Bay.
· Market demand is substantial and current supply is prohibitively expensive. 

· We have already negotiated a very advantageous structure for the acquisition of the property

· We have assembled a world-class team of internationally renowned designers and developers to complete this project. 

Additionally, the Trust for Sustainable Development had shown a successful track record in terms of return on investment in previous projects. This was a major draw in bringing early investors to the project. These projects were, however, for the most part oriented around sustainability - one for example was a Brownfield redevelopment project. Further, the design and development team were experienced and well-known for their sustainable approaches and green building expertise. The team included Duany Plater-Zyberk & Company (DPZ), leaders in the New Urbanism, and William McDonough and Partners, a firm at the forefront of green building and sustainable design.

Because the Villages at Loreto Bay model was unique and innovative, particularly in the establishment of a resort town as opposed to the conventional mega-resort model seen at other FONATUR sites in Mexico (such as Cancun), there was difficulty in attracting institutional investors to capitalize the project. Those institutions did not in general have good comparisons on which to base their evaluations and were unwilling to risk investing large amounts of capital in a new and largely untested development model. For this reason, the project was ultimately capitalized mostly by private investors who recognized the potential opportunity for return on investment the development offered. Ultimately, more than US$20 million was raised to capitalize the project. The act of raising this money from private investors was a significant undertaking and required the management team to put significant effort and countless hours into identifying and closing investment leads.

The project was initially extremely successful, and set records for vacation home sales in Mexico. In the first 1 ½ years of its operation, The Villages of Loreto Bay exceeded $100 million in residential real estate sales according to a release by the Loreto Bay Company. By 2007, Loreto Bay Co. reported sales of $300 million. This initial success attracted the attention of the institutional investment community, and ultimately led to Citigroup entering the project as a major investor.

Institutional Investment

In 2007 Citigroup Property Investors made an investment amounting to approximately $40 million into Loreto Bay Company, giving it ownership of approximately 75 percent of the project. The involvement of Citigroup brought about change in the management and development strategy however, with the dismissal of founder David Butterfield and the introduction of Replay Inc. Replay was made up of former executives of Canada-based Intrawest Corp., which owns and develops ski resorts in Canada and the U.S.

Challenges

The shift in ownership and management impacted the direction of development and resulted in less of an emphasis on sustainability across the project by the more conventional management team. This was accompanied by difficulties with original construction methods that resulted in construction delays and changes to the building techniques to more conventional practices. Operational difficulties were compounded by the recent collapse of the real estate market and the project has now stalled. New owners are being sought to move the project forward at this time.

Summary

The Villages at Loreto Bay was an innovative development whose design was at the forefront of large-scale sustainable tourism development. While perhaps not the primary contributing factor to attracting the initial investment required to capitalize the project, sustainability did play a key role in how the project was positioned – both to investors and to consumers. Its early success was fueled by an attractive price point for real estate buyers, accessibility and the unique experience it offered. This experience, at its core, was oriented around sustainability so it is fair to say it had a significant positive impact. This success is also what spurred the large investment from Citigroup; however, although it was part of Citigroup’s alternative investments arm, sustainability was again not the primary factor keying the institutions decision to invest. It is also difficult to assess the impact the current status of the project will have on future developments of this sort. It is unclear whether the failure of the project from an investment perspective will be attributed to the project concept and development plan, to operational issues that delayed construction and caused unforeseen changes, or the economic downturn that severely impacted the market and demand for resort real estate.

Case Study 2. The Willard Intercontinental Hotel, Washington, DC
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The Willard Intercontinental Hotel is a 332 room, luxury hotel across from the White House in downtown Washington, DC, has been undergoing a major ‘green’ makeover.  The location has accommodated guests since 1816, but was only founded as The Willard in 1850 when it was bought by Henry Willard.  The present property opened in 1901, closed for a while, and opened again in 1986 under the Intercontinental brand.  Today it is jointly owned by several parties, including IHG (the largest global hotel brand today), plus the Oliver Carr Company and Golding Associates.  

Investments have been made to increase the sustainability of the property since the passionate general manager, Hervé Houdré, took over in 2004. A new round of major capital improvements that will increase energy efficiency is just getting started in 2009.  Prior to new sustainability financing scheduled for 2009, the Willard Intercontinental owners have invested in a variety of measures to increase efficiencies in consumption of water, electricity, gas, and to reduce solid waste production.  These measures have been financed by the owners and recouped in part from efficiencies gained and new business generated from conscientious consumers:

i. Conversion to compact florescent light bulbs, such that the hotel operates on 95% CFL lighting.  

ii. 100% Wind Power through the purchase of REC's (Renewable Energy Certificates)

iii. Adopting nearby Pershing Park

iv. Waste reduction

v. ISO 14001, LEED EB and 22000 Certifications

vi. Sustainable food and beverage offerings, no endangered fish species served

vii. Improve environmentally friendly hotel room concept in a city hotel

viii. Reduction of paper consumption, with all paper used having 30% recycled content

ix. Increase green cleaning products purchasing

x. Support the National Park Foundation planting of Cherry trees in Washington, DC

These measures are included in the Willard’s 2008 Sustainability Report entitled Willard Intercontinental: The Next 100 Years.
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Hervé Houdré, General Manager stands next to an electronic screen at the front reception which profiles community and conservation project the hotel supports.  Guests checking in are encouraged to contribute between one and five dollars per day to the projects.  Approximately 70% of guests opt in to the program

Based on these achievements, The Willard won the 2009 CondeNast Traveler World Savers award in the City Hotel category.   These awards are given to companies that demonstrate leadership in five categories:  poverty alleviation, cultural and environmental preservation, education, wildlife conservation, and health.
 The Willard Hotel was recognized for several accomplishments including its use of 100% wind power, commitment to composting and recycling, donations to water well initiatives in South Africa and South Dakota, and building of a Washington, DC Habitat for Humanity House.

Additional sustainability financing is scheduled for 2009-2010 through Johnson Controls which will go toward upgrading the hotel with 12 projects designed to be environmentally sustainable and cost savings. They include the following:     

· Window replacement throughout the property to high energy efficient windows.  Because the expense of new windows is so great, the payback timetable on efficient windows is long.  As a result, Johnson Controls is financing 25% of the total cost.

· New thermostats in all the rooms with censors that tell if people are present and adjust the temperature accordingly.

· The purchase of an on-site gas micro-turbine, which produces electricity during peak hours.  Gas being cheaper than electricity, the hotel will consume more gas, but the electricity bill will go down.

The champion behind the Willard Intercontinental’s sustainability initiative has been the property’s General Manager, Hervé Houdré.  He explained “I grew up as the child of an innkeeper in a very natural part of France, surrounded by clean forests and rivers, so respect for the environment has always been a part of who I am.  As I became a hotel manager, I wanted to do something big for the earth and society like Bono or other wealthy superstars, but after I read books by John Elington, I realized that I had the power to change the operations of the properties I was managing and those around us to strive for the triple bottom line.  When I came into this hotel, I saw that each room had a glass plaque that asked guests to participate in a towel reuse program.  I believe that this is the most hypocritical way to ‘go green’ because it’s just a cost savings to the hotel.  From there, I decided to track the cost savings and donate it to water conservation projects like cleaning up the [nearby] Anacostia River.”  Hervé Houdré has been the key driver behind the greening initiatives, but he has also delegated responsibilities to members of his management team, who adopted the sustainability initiative quickly, and implemented many new ideas.

There was almost no resistance to the sustainability initiatives.  The management team adopted the sustainability initiative quickly and thoroughly and took ownership and pride in implementing the steps.   The hardest part has been educating the line staff to understand that the actions they are instructed to take are making a difference for the environment and community.  “I’ve learned that it is important to show pictures of the benefits of the initiative to our staff to help keep them engaged.”  IHG as a corporation has been supportive and rolled out a company-wide initiative.
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The newest round of sustainability initiatives is financed through an innovative partnership with Johnson Controls
, in which Johnson Controls identifies efficiency solutions to retrofit the building, and finances the purchase and installation of the efficient technologies through a third-party bank.  Loans for upfront investments are repaid through carefully measured savings in utility bills.  Johnson Controls guarantees the efficiencies by agreeing to repay the loan at their loss if the recommended technology investments do not yield the required savings.  In other words, from the owner’s perspective, there is no cost and no risk to purchase and install the new technology, only a delay in the savings that can be realized.  This innovative financing model made the decision to move forward with large investments in efficiency very easy for the owners. Two other companies involved in providing this type of sustainability financing are Honeywell and Siemens.

Hervé Houdré identified the new funding mechanism through a personal contact who teaches at Virginia Tech University and recommended he contact Johnson Controls.  Honeywell and Siemens apparently offer similar financing deals.

There have been four main areas of success:

1. Benefits to the environment and community

2. Cost savings for the owners

3. New business as a result of our initiatives

4. Increased pride and enthusiasm among employees

According to Houdré “The biggest challenge has been securing the budget to accomplish all of the things we would like to do.  The budget has been increased, but we would still like to put a guide to going green in each room, and we don’t have the money to do that at this time.”  Additional funding would be helpful for a variety of new initiatives that could further the efforts already begun.

The efforts have been highly successful both in reducing costs and driving new business. In the first three quarters of 2009, the Willard documented $700,000 of new business as a direct result of its sustainability initiatives, as guests, meeting planners, and wedding parties choose the hotel expressly for its greening initiatives.  The goal is to achieve $1m in new business in 2009, and it appears on track to achieve this.

Case Study 3. Small-Scale Funding: UNDP and ACTUAR, Costa Rica
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The Small Grants Program (SGP) is implemented by the United Nations Development Programme (UNDP) on behalf of the Global Environment (GEF) partnership, from which it also receives its funding. As stated on its website the:

 SGP supports activities of non-governmental and community-based organizations in developing countries towards climate change abatement, conservation of biodiversity, protection of international waters, reduction of the impact of persistent organic pollutants and prevention of land degradation while generating sustainable livelihoods.

Costa Rica’s GEF Small Grants Program has provided support to the development of Rural Community-based Tourism as a sustainable livelihood, complementary to other traditional sources of income in rural areas, which relies on endogenous cultural and natural resources and contributes to reducing the pressure on natural resources as a non-consumptive use of the environment. Community-based tourism has become the most important thematic area within the GEF Small Grants Program portfolio in Costa Rica, with over 50 local initiatives funded so far.  A number of these initiatives (35 to date) now have a defined product and are being promoted nationally through the Costa Rican Association of Community-based Rural Tourism (ACTUAR), which is a national network for Rural Community-based Tourism. ACTUAR is described as follows:

ACTUAR works to help promote and strengthen community-based rural tourism in Costa Rica. Established in 2001, the ACTUAR Network is comprised of more than 20 environmental associations and community groups. ACTUAR members use community-based rural tourism to generate funds with the aim of helping to protect their community’s environment and way of life.

The organization believes that by promoting horizontal integration, and through scaling-up community based initiatives, a greater impact and economies of scale can be obtained. This is a relevant model to the SIFT Network, as it exemplifies the impact SIFT could have at a small scale and represents the type of organization that could work with and benefit from SIFT. 

The role of ACTUAR and the projects that have benefited from funding serve as an excellent study in the manner in which funding can be allocated and the impact it can have at a small scale. Coordination with and support for organizations and networks such as ACTUAR is an important aspect of the role the SIFT Network can play. As the SIFT Network  is intended to be a broad network with an international focus that is maintained primarily with a web presence and limited back office support, it is critical that local and regional organizations serve as the conduits to small-scale projects and companies. Without these intermediaries, it will be difficult for individuals or small companies around the world to benefit directly from the Network’s efforts. If however, organizations and programs such as ACTUAR provide outreach and serve as resources to those individuals and companies, they can connect them with the funding provided by programs such as SGP and other investors cultivated by the SIFT Network.

Costa Rica’s SGP and ACTUAR have provided funding for a variety of small sustainable tourism projects in Costa Rica. These projects are good examples of the sustainability initiatives being undertaken at that scale and the reason why small loans and capital investments are important within the sustainable tourism movement. The following three projects are representative of the SGPs impact in Costa Rica:

Curubanda Rural Inn
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The Curubanda Rural Inn is a small mountain lodge located between Rincón de la Vieja and Cacao volcanoes. Curubanda is situated on a cattle farm, where the owners combine cattle farming and agriculture with tourism and the protection of primary and secondary forest. Curubanda Lodge is located in a pristine area that offers authentic scenes of rural life and nature, where guests can observe in their own habitat a great variety of birds, howler monkeys, spider monkeys, and armadillos. The Inn is a family owned lodge that compliments and benefits from the nearby Rincón de la Vieja National Park.  The Inn has four rooms, with a capacity of 12 guests in total, a restaurant and offers guided hikes in the area and tours of the agricultural operation.

ACTUAR is assisting the owners in achieving certification through the Certification in Sustainable Tourism Program (CST). CST is a product of the Costa Rican Tourism Institute (ICT) and was designed to differentiate tourism sector businesses based on the degree to which they comply with a sustainable model of natural, cultural, and social resource management. Based on onsite inspections, CST awards 1 to 5 green leaves, depending on how businesses rate in responding to 153 performance-based questions. CST is regulated by the Costa Rican National Accreditation Commission and consists of a scale of 5 "levels" of sustainable tourism achievement. 

One of the key investments required of the Inn to achieve certification was to implement a greywater treatment system for the lodge and the dairy.  The cost of this project was $5000 to buy and install the system. With ACTUARs support, the Inn has access to the capital required via the Small Grants Program. The installation of the greywater system will allow the Inn to achieve the desired certification (thereby allowing it greater exposure to tourism consumers interested in sustainability), will have a positive impact on the local ecosystem which will benefit the Inn and dairy, and should over time be a cost-effective operational solution for the Inn.

This example is particularly relevant; as it combines many of the elements associated with the proposed SIFT Network - facilitation of funding to sustainable tourism projects (SGP), utilization of broad-based sustainability standards (CST), and organizational support (ACTUAR).

Los Campesinos Reserve
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Los Campesinos Reserve is found in the basin of the lower Savegre River, 25 km (15.5 miles) east of Quepos and Manuel Antonio National Park in the province of Puntarenas. Its location makes it a great complement to the beach at Manuel Antonio, allowing visitors to easily experience the ocean and forest. It has the longest hanging bridge in the region, which passes through an impressive natural landscape with a marvelous waterfall. There are several trails to extraordinary places such as the Los Chorros waterfall and natural pools, and there are strategic points for enjoying gorgeous views of Manuel Antonio. The highest point in the forest has a tramway. There is a variety of activities associated with and complementary to the Reserve, including:

· Bird watching

· Canopy exploration

· Eco/nature/wildlife

· Educational, research, volunteering

· Horseback riding

· Tours

· Visits to conservation projects

· Walking & hiking

 The people of the Quebrada Arroyo community are the guardians of Los Campesinos Reserve, and among them is Don Victor, an associate of the community-based rural tourism lodge and reserve. Don Victor is a local organic farmer who operates a sugar mill and a small restaurant. Here he receives tourists from the Reserve for tours of a sugar cane field and the sugar mill where the visitors taste the sugar cane juice, learn about worm fertilizer manufacturing, and observe a methane-generating “biodigestor” followed by a grill dinner. Visitors say they really enjoy the visit to Don Victor's Farm; however he needs to improve his facilities to continue to receive visitors and expand his operation.  He would like to build a small "galerón" and restrooms in order to receive more tourists.  For these improvements he needs to invest $2500. Funding this project will allow for the expansion of a sustainable tourism operation and benefit the local community.

This serves as an example of the role microfinance or similar funding mechanisms could be applied. Because the loan or capital investment would allow the owner to increase his business, he would have the opportunity to pay off the loan or provide a small return on investment that would be expected within this financing model.

El Copal
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The El Copal Reserve is 190 hectares of protected forest where over 380 bird species have been identified, making it a paradise for birdwatchers. It is part of a biological corridor between Tapantí-Macizo de la Muerte National Park and La Amistad International Park. At the Reserve, the community shares their traditional activities like sugar cane cultivation, cattle-raising and making “tapa de dulce”, the native hard brown sugar. The El Copal Lodge attracts birdwatchers, hikers and student groups. The Lodge is powered by solar energy and has a 20-person capacity with 5 rooms and shared bathrooms.

The community-based rural tourism El Copal Lodge is now building private bathrooms for each room as they want to be able to be rated by the Institute of Costa Rican Tourism (ICT) in order to access incentives for community-based rural tourism initiatives that are soon to be available.  Their specific needs include the purchase of tiles, to hire an architect for the remodeling of the rooms (at a cost of approximately $600) and to buy a water heating system for the bathrooms. The total approximate investment required for this project is $3600.

This is another example in which a small capital investment or loan can provide a sustainable tourism operation with the ability to expand and generate additional revenue.

Annex 7: List of Potential Participants
	Category
	Name 
	Specialty
	Contact Name
	Address
	Phone
	E-mail
	Website

	Business
	Aavishkaar
	Venture Capital, India
	 
	 
	 
	 
	www.aavishkaar.org

	Business
	Accor
	Hotels
	Caroline Andrieux
	110 avenue de France 
75210 Paris Cedex 13, France
	+33 1 45 38 84 50
	caroline.andrieux@accor.com
	www.accor.com

	Business
	Actis
	Private Equity Investors
	 
	 
	 
	 
	www.act.is

	Business
	Acumen Fund
	Private Investment
	 
	 
	 
	 
	www.acumenfund.org

	Business
	Agora Partnerships
	Private Investment
	 
	1800 M St. NW Suite 1066 Washington DC, 20036 USA
	202-719-1305
	 
	www.agorapartnerships.org

	Business
	Andromeda Fund
	Private Investment
	 
	 
	 
	 
	www.andromeda-fund.com

	Business
	Angel Capital Association
	Private Investment
	 
	 
	 
	 
	www.angelcapitalassociation.org/

	Business
	Association for Sustainable and Responsible Investing in Asia (ASrIA)
	Venture Network/Association
	 
	 
	 
	 
	 

	Business
	Aureos Capital
	Private Equity Fund
	 
	 
	 
	 
	www.aureos.com

	Business
	AxialPar
	Private Investment, Brazil
	 
	 
	 
	 
	www.axialpar.com.br

	Business
	Banco Nacional de Costa Rica: BN Turismo
	State-owned commercial bank
	Luis Carlos Masis
	
	+506 2212-3629
	lmasisc@bncr.fi.cr
	www.bncr.fi.cr

	Business
	Banco Real
	Commercial bank (“Sustainable Bank of the Year”)
	Christopher Wells
	
	
	christopher.wells@bancoreal.com.br
	www.bancoreal.com.br

	Business
	Banyan Tree Hotels and Resorts
	Hotels/Resorts
	Michael Kwee
	 
	 
	michael.kwee@banyantree.com
	www.banyantree.com

	Business
	Batavia Investments
	Investment Management 
	 
	 
	 
	 
	www.bataviafund.com

	Business
	BIO Equity
	Private Investment, SMEs
	 
	 
	 
	 
	www.b-i-o.be

	Business
	Blue Hill Partners
	Private Investment, Green Technology
	 
	 
	 
	 
	www.bluehillpartners.com

	Business
	Boyken International
	Development
	Don Boyken
	 
	 
	info@boyken.com
	www.boyken.com

	Business
	Brazil Venture Capital Association (ABVCAP)
	Venture Network/Association
	 
	 
	 
	 
	 

	Business
	Business Alliance for Local Living Economies (BALLE)
	Private Investment
	 
	 
	 
	 
	www.livingeconomies.org

	Business
	Business for Social Responsibility (BSR)
	Private Investment
	 
	 
	 
	 
	www.bsr.org

	Business
	Business in Development Network (BiD)
	Venture Network/Association
	 
	 
	 
	 
	 

	Business
	Business Partners
	Private Investment 
	 
	 
	 
	 
	www.businesspartners.co.za

	Business
	Calvert Group
	Private Investment 
	 
	4550 Montgomery Ave.10th floor Bethesda, MD 20814
	301-951-4800 
	 
	www.calvertgroup.com

	Business
	Calvert Social Investment Foundation
	Social Investment Foundation
	 
	 
	 
	 
	www.calvertfoundation.org

	Business
	Calvert Socially Responsible Mutual Funds
	Social Equity Funds
	 
	 
	 
	 
	www.calvert.com

	Business
	Canadian Development & Construction Services Limited (CD & CSL)
	Sustainable Development
	Ed Tait
	4462 Tyndall Avenue
Victoria, BC V8N 3S1 Canada
Victoria, BC V8V 4Z9 Canada
	250-415-1170
	ed@cd-and-csl.com
	www.cd-and-csl.com

	Business
	Canopy Development
	Conservation
	Dan Berrien
	 
	 
	dberrien@canopydevelopment.com
	www.canopydevelopment.com

	Business
	Carlson Hotels Worldwide
	Hotels
	Carmen Baker
	701 Carlson Parkway
Minnetonka, MN 55305 
	763-212-4000
	 
	www.carlson.com

	Business
	Center for Export and Investment of the Dominican Republic (CEI-RD)
	Investment Promotion
	 
	 
	 
	 
	www.cei-rd.gov.do

	Business
	Centre National de Promotion des Investissements (CNPI)
	Investment Promotion
	 
	 
	 
	 
	www.cnpi-mali.org

	Business
	Choice Hotels International
	Hotels
	Janna Morrison
	 
	 
	janna_morrison@choicehotels.com
	www.choicehotels.com

	Business
	Choice Hotels International
	Hotels
	Mark Pearce
	 
	 
	 
	www.choicehotels.com

	Business
	Citizens Funds
	Social Mutual Funds
	 
	 
	 
	 
	www.citizenfunds.com

	Business
	Clean Tech Venture Network
	Venture Network/Association
	 
	 
	 
	 
	 

	Business
	Climate Change Capital
	Investment Banking Group Clmate Change/Low Carbon
	 
	 
	 
	 
	www.climatechangecapital.com

	Business
	Coalition for Environmentally Responsible Economies (CERES)
	Private Investment
	 
	 
	 
	 
	www.ceres.org

	Business
	Commons Capital LP
	Venture Capital
	 
	 
	 
	 
	www.commonscapital.com

	Business
	Community Development Venture Capital Alliance (CDVCA)
	Private Investment
	 
	 
	 
	 
	www.cdvca.org

	Business
	Conservation International's Verde Ventures
	Private Investment
	 
	2011 Crystal Drive Suite 500 Arlington, VA 22202
	703-341-2401, 800-406-2306
	 
	www.conservation.org

	Business
	Corporacion de Promocion de Exportaciones e Inversiones (CORPEI)
	Investment Promotion 
	 
	 
	 
	 
	www.corpei.org.ec

	Business
	Corporacion Financiera Ambiental (CFA)
	Venture Capital, Enviornmental Capital for Central America
	 
	 
	 
	 
	www.cfa-fund.com

	Business
	Development Counsellors International (DCI)
	Investment Promotion
	 
	 
	 
	 
	www.aboutdci.com

	Business
	Domini Social Investments
	Social Equity Funds
	 
	 
	 
	 
	www.domini.com

	Business
	E & Co.
	Private Investment, Energy
	 
	 
	 
	 
	www.eandco.net

	Business
	Emerging Markets Private Equity Association (EMPEA)
	Venture Network/Association
	 
	1055 Thomas Jefferson St NW Suite 650 Washington, DC 20007 United States 
	202-449-1155 
	 
	 

	Business
	Environmental Entrepreneurs (E2)
	Private Investment
	 
	 
	 
	 
	www.e2.org

	Business
	Equity Africa
	Private Investment, Africa 
	 
	 
	 
	 
	www.equityafrica.com

	Business
	Ethical Markets
	Private Investment
	 
	 
	 
	 
	www.ethicalmarkets.com

	Business
	Exclusive (Revolution) Resorts
	Hotels/Resorts
	Steve Case 
	1515 Arapahoe Street
Tower 3, Suite 300
Denver, CO 80202
	 
	stevenc@revolution.com
	www.exclusiveresorts.com

	Business
	Exclusive (Revolution) Resorts
	Hotels/Resorts
	Philippe Bourguignon
	1717 Rhode Island Ave, NW, Suite 900
Washington, DC 20036 
	866.863.2688
	philippeb@revolution.com
	www.exclusiveresorts.com

	Business
	Fidelity Global Group
	Private Investment
	 
	 
	 
	 
	www.fidelityglobalgroup.com

	Business
	First Affirmative Financial Network (FAFN)
	Social Mutual Funds
	 
	 
	 
	 
	www.firstaffirmative.com

	Business
	Four Seasons Hotels & Resorts 
	Hotels/Resorts
	John MacKinnon
	Canada
	416-449-1750 
	john.mackinnon@fourseasons.com
	www.fourseasons.com

	Business
	GEXSI
	Venture Network/Association
	 
	 
	 
	 
	www.gexsi.org

	Business
	Global Enviornmental Facility
	Private Investment
	 
	1818 H Street, NW, MSN G6-602 Washington, DC 20433 USA 
	202-473-0508
	 
	www.gefweb.org

	Business
	Green Hotels of Costa Rica
	Hotels
	Jim Damales
	Costa Rica
	 
	jim@sicomono.com
	www.greenhotelscr.com

	Business
	GTREX Capital
	Social Equity Funds
	 
	 
	 
	 
	www.gtrexcapital.com

	Business
	Hilton Hotels Corporation
	Hotels
	Steven Goldman
	 
	703-883-1000
	 
	www.hiltonworldwide.com

	Business
	Hotel Sustainability Pty Ltd
	Hotels
	Lyndall De Marco
	 
	 
	 
	 

	Business
	Investors' Circle
	Private Investment
	 
	 
	 
	 
	www.investorscircle.net

	Business
	Johnson Controls
	Green buildings, automotive & batteries
	Peter White
	4011 SE International Way #605, Milwaukie, OR  97222
	peter.z.white@jci.com
	peter.z.white@jci.com
	www.jci.com

	Business
	Kimpton Hotels and Restaurants
	Hotels/Restaurants
	Michael  Depatie
	222 Kearny Street, Suite 200
San Francisco, CA 94105 
	415-397-5572 
	michael.depatie@kimptongroup.com 
	www.kimptonhotels.com 

	Business
	Latin America Venture Capital Association (LAVCA)
	Venture Network/Association
	 
	 
	 
	 
	 

	Business
	Lindblad Expeditions
	Ecotourism
	Sven Lindblad
	96 Morton Street
9th Floor
New York, NY  10014
	212-765-7740
	svenl@expeditions.com
	www.expeditions.com

	Business
	Marriott Lodging International
	Hotels/Resorts
	Mari Synder
	10400 Fernwood Road Bethesda, MD 20817
	301-380-3000
	 
	www.marriott.com

	Business
	Mekong Enterprise Fund
	Private Equity Fund, Vietnam
	 
	 
	 
	 
	www.mekongcapital.com

	Business
	MF Jebson
	Venture Capital
	 
	 
	 
	 
	www.mfjebsen.com/vc.html

	Business
	Mithun Architects
	Architecture
	Rich Franco
	 
	 
	 
	www.mithun.com

	Business
	Mithun Architects
	Architecture
	Paul Wanzer
	 
	 
	 
	 

	Business
	New Resource Bank, San  Francisco
	Financing Sustainability
	Scott Son
	405 Howard St # 110
San Francisco, CA 94105-2665
	(415) 995-8106
	scott.son@newresourcebank.com
	www.newresourcebank.com

	Business
	New Ventures
	Venture Network/Association
	Derek Newberry 
	 
	202-729-7627 
	dnewberry@wri.org
	 

	Business
	Pricewaterhouse Coopers LLP 
	Consulting
	Llan Marcoschamer
	 
	 
	 
	www.pwc.com

	Business
	Rio Bravo
	Investment Management Brazil 
	 
	 
	 
	 
	www.riobravo.com.br/ingles/index.asp

	Business
	San Diego National Bank
	 
	Jim Holliman
	1420 Kettner Blvd.
San Diego, CA 92101
	619-231-4989 
	jholliman@sdnb.com
	www.sdnb.com

	Business
	San Lucas Ltd.
	Venture Capital, Latin America 
	 
	 
	 
	 
	www.sanlucas.cc

	Business
	Six Senses Resorts and Spas
	Hotels/Resorts
	Juergen E. Seidel 
	19/F Two Pacific Place Building, 142 Sukhumvit Road, Klongtoey, Bangkok 10110, Thailand  
	 
	jseidel@sixsenses.com
	www.sixsenses.com

	Business
	Small Enterprise Assistance Fund (SEAF)
	Investment, SMEs 
	 
	 
	 
	 
	www.seafweb.org

	Business
	Social Investment Forum
	Private Investment
	 
	1612 K Street NW, Suite 650 Washington, DC 20006 
	202-872-5361
	 
	www.socialinvest.org

	Business
	Social Venture Partners International (SVPi)
	Private Investment
	 
	 
	 
	 
	www.svpinternational.org

	Business
	Social Ventures Network International
	Venture Network/Association
	 
	 
	 
	 
	 

	Business
	Sovec
	Private Equity Fund, SMEs in Africa 
	 
	 
	 
	 
	www.sovec.nl

	Business
	Starwood Hotels and Resorts 
	Hotels
	Matt Avril
	1111 Westchester Avenue, White Plains, NY 10604
	(914) 640-8100
	 
	www.starwoodhotels.com

	Business
	Stratus Investimentos
	Private Equity Fund
	 
	 
	 
	 
	www.stratusbr.com

	Business
	Sustainable Enterprise Ventures
	Venture Network/Association, Energy
	 
	 
	 
	 
	www.cleanenergy.gc.ca/index_e.asp

	Business
	Tauck
	Tours
	Robin Tauck
	 
	 
	rtauck@tauck.com
	www.tauck.com

	Business
	The Angel Capital Electronic Network
	Private Investment
	 
	 
	 
	 
	www.acenet.csusb.edu

	Business
	The Empowerment Through Energy Fund
	Private Investment, SMEs in Africa 
	 
	 
	 
	 
	www.grofin.com

	Business
	The Nature Conservancy's EcoEnterprises
	Private Investment, Environment 
	Angela Tyson
	4245 North Fairfax Drive, Suite 100 Arlington, VA 22203
	703-841-5692
	 
	www.ecoenterprisesfund.com

	Business
	Triodos Bank
	Investment
	 
	 
	 
	 
	www.triodos.com

	Business
	Triple Bottom Line Investing Conference (TBLI)
	Venture Network/Association
	 
	 
	 
	 
	 

	Business
	Tsinqhua Venture Capital
	Venture Capital, China 
	 
	 
	 
	 
	www.tsinghuavc.com

	Business
	Tuninvest Finance Group
	Private Equity Tunisia 
	 
	 
	 
	 
	www.tuninvest.com

	Business
	Vantage Capital Technology Fund
	Private Equity Fund, South Africa 
	 
	 
	 
	 
	www.vantagecapital.co.za



	Business
	W Hotels
	Hotels
	Michael  Pace 
	 
	415-817-7878
	Michael.Pace@whotels.com 
	www.whotels.com

	Business
	Wax Museum at Fisherman's Wharf
	Attraction
	Rodney Fong
	145 Jefferson St
San Francisco, CA 94133
	415-202-0436 or 415-307-6106
	rodney@waxmuseum.com
	www.waxmuseum.com

	Business
	Wip Private Equity
	Private Investment, Women's Empowerment 
	 
	 
	 
	 
	www.wiphold.com


22 Sylvan Way

Parsippany, NJ 07054

	
	(973) 753-6590
	whgcomm@wyndhamworldwide.com
	www.wyndham.com

	Business
	Wyndham Hotel group
	Hotels/Resorts
	Marco Roca
	22 Sylvan Way 
Parsippany, NJ 07054
	973-753-6590 
	whgcomm@wyndhamworldwide.com
	www.wyndhamworldwide.com

	Foundation
	Loreto Bay Foundation
	Loreto Bay National Marine Park
	Mark Spaulding
	 
	 
	 
	http://www.loretobayfoundation.org/

	Foundation
	Summit Foundation
	art & culture, health & human services, education, environment, scholarships, sports & recreation
	Carlos Saavedra
	 
	 
	csaavedra@summitfdn.org
	http://www.summitfoundation.org/

	Foundation
	The Ocean Foundation
	Conservation
	Mark Spaulding
	 
	 
	 
	www.oceanfdn.org

	 International
	Global Reporting Initiative (GRI) members
	 
	 
	 
	 
	 
	 

	 International
	UN World Tourism Organisation members
	 
	 
	 
	 
	 
	 

	 International
	World Business Council Sustainable Development (WBCSD) members
	 
	 
	 
	 
	 
	 

	International Agency
	Inter-American Development Bank (IDB)
	Latin America/Caribbean
	Maritza Vela
	 
	 
	maritzav@iadb.org
	www.iadb.org

	International Agency
	Inter-American Development Bank (IDB)
	Latin America/Caribbean
	Jorge De Vicente
	 
	 
	jorgedv@iadb.org
	www.iadb.org

	International Agency
	UN Foundation
	Global
	Ericka Harms
	 
	 
	eharms@unfoundation.org
	www.unfoundation.org

	International Agency
	UN Foundation
	Global
	Kate Dodson
	 
	 
	kdodson@unfoundation.org
	www.unfoundation.org

	NGO
	American Hotel and Lodging association
	Hotels/Resorts
	Patrick Maher
	1201 New York Avenue, N.W., Suite 600
Washington, DC  20005-3931
	202-289-3100
	 
	www.ahla.com

	NGO
	Center for Responsible Travel
	Sustainable Travel
	David Krantz
	 
	202-347-9203
	dkrantz@responsibletravel.org
	www.responsibletravel.org

	NGO
	Center for Responsible Travel
	Sustainable Travel
	Martha Honey
	 
	202-347-9203
	mhoney@responsibletravel.org
	www.responsibletravel.org

	NGO
	Conservation International
	Global Conservation
	Seleni Matus
	2011 Crystal Drive Suite 500 Arlington, VA 22202, USA
	 
	smatus@conservation.org
	www.conservation.org

	NGO
	Federation of Tour Operators
	Tour Operators
	Chris Thompson
	 
	 
	chris@fto.co.uk
	www.fto.co.uk

	NGO
	Global Environment Facility (GEF)
	Environment
	Nicole Glineur
	 
	 
	nglineur@thegef.org
	www.thegef.org

	NGO
	Global Heritage Fund
	Conservation
	Larry Hannah
	 
	 
	larry.hannah@gmail.com
	www.globalheritagefund.org


1800 Massachusetts Ave, NW, Suite 300 

	Washington, DC 20036 
	202-828-7422 
	mheisterkamp@usgbc.org
	www.usgbc.org

	NGO
	Green Seal Inc.
	Green Certification
	Rani A. Bhattacharyya
	 
	 
	rbhattacharyya@greenseal.org
	www.greenseal.org

	NGO
	Hospitality Sales & Marketing Association International (HSMAI)
	Hotels/Hospitality Marketing
	Robert Gilbert
	 
	 
	 
	www.hsmai.org

	NGO
	Rainforest Alliance
	Conservation
	Ronald Sanabria
	 
	 
	rsanabria@ra.org
	www.rainforest-alliance.org 

	NGO
	The International Ecotourism Society
	Ecotourism
	Dr. Kelly Bricker
	 
	 
	kelly.bricker@health.utah.edu
	www.ecotourism.org 

	NGO
	Tourism Cares 
	Conservation
	Bruce Beckham
	 
	 
	bruceb@tourismcares.org
	www.tourismcares.org

	NGO
	Tourism Cares 
	Conservation
	Carolyn Viles
	 
	 
	carolynv@tourismcares.org
	www.tourismcares.org

	NGO
	Trust for Sustainable Development
	Sustainable Development
	David Butterfield
	 
	 
	info@tsd.ca
	www.tsd.ca
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Description Original Approach Thematic Approach Enhanced Engagement Approach

Definition Investment portfolios that 

integrate two distinct 

research frameworks: a 

rigorous review of financial 

performance, and a 

thorough assessment of 

environmental, social and 

governance performance.

Investment portfolios that 

selectively invest in companies 

that produce products and 

services designed to solve some 

of today’s most pressing 

sustainability challenges. Each 

Solution Fund has different 

criteria that reflect the over-

arching issues of, and

Investment portfolios that 

emphasize strategic engagement to 

advance environmental, social 

and governance performance in 

companies that may not meet 

certain standards today, but have 

the potential to improve. (SAGE: 

Sustainability Achieved through 

Greater

Exclusions Tobacco

Weapons

Firearms

Alcohol

Gambling*

Human Rights Issues**

Nuclear***

For the Calvert Global Water

Fund:

Tobacco

Weapons

Human Rights Issues**

For the Calvert Global Alternative

Energy Fund:

No new nuclear

Tobacco

Weapons

Human Rights Issues**

Tobacco

Weapons

Human Rights Issues**

Criteria Used for 

Portfolio 

Eligibility

Holdings pass all core 

criteria:

Governance and Ethics

Environment

Workplace

Product Safety

Human Rights

Indigenous Peoples’ Rights

Community Relations

Holdings are considered by the 

criteria relevant to the 

alternative energy sector and the 

water sector, including: Specific 

issues related to human rights 

and indigenous peoples’ rights.

All companies are eligible except 

those that are excluded for 

tobacco, weapons and human 

rights issues.

Advocacy Advocacy on select 

companies with four 

strategic advocacy 

priorities guiding our 

companyspecific and cross-

sectoral activities:

Diversity and Women

Environment and Climate 

Change

Human Rights, Labor Rights 

and Indigenous Peoples’ 

Rights

Governance and Disclosure

Advocacy on select companies 

with focus on issues specific to 

the sector:

For the Calvert Global Alternative 

Energy Fund, this includes core 

environment, social and 

governance criteria.

For the Calvert Global Water 

Fund, this includes disclosure 

and trans

Advocacy activities on all holdings 

not meeting Signature Strategies 

criteria. Enhanced engagement 

approach taken with key 

companies, including: Direct 

company dialogues and multi-

stakeholder engagement, in 

addition to proxy voting, 

shareholder resolution
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		SRI Approach		Calvert Signature™ Funds		Calvert Solution™ Funds		Calvert Sage™ Funds

		Description		Original Approach		Thematic Approach		Enhanced Engagement Approach

		Definition		Investment portfolios that integrate two distinct research frameworks: a rigorous review of financial performance, and a thorough assessment of environmental, social and governance performance.		Investment portfolios that selectively invest in companies that produce products and services designed to solve some of today’s most pressing sustainability challenges. Each Solution Fund has different criteria that reflect the over-arching issues of, and		Investment portfolios that emphasize strategic engagement to advance environmental, social and governance performance in companies that may not meet certain standards today, but have the potential to improve. (SAGE: Sustainability Achieved through Greater

		Exclusions		Tobacco
Weapons
Firearms
Alcohol
Gambling*
Human Rights Issues**
Nuclear***		For the Calvert Global Water
Fund:
Tobacco
Weapons
Human Rights Issues**
For the Calvert Global Alternative
Energy Fund:
No new nuclear
Tobacco
Weapons
Human Rights Issues**		Tobacco
Weapons
Human Rights Issues**

		Criteria Used for Portfolio Eligibility		Holdings pass all core criteria:
Governance and Ethics
Environment
Workplace
Product Safety
Human Rights
Indigenous Peoples’ Rights
Community Relations		Holdings are considered by the criteria relevant to the alternative energy sector and the water sector, including: Specific issues related to human rights and indigenous peoples’ rights.		All companies are eligible except those that are excluded for tobacco, weapons and human rights issues.

		Advocacy		Advocacy on select companies with four strategic advocacy priorities guiding our companyspecific and cross-sectoral activities:
Diversity and Women
Environment and Climate Change
Human Rights, Labor Rights and Indigenous Peoples’ Rights
Governance and Disclosure		Advocacy on select companies with focus on issues specific to the sector:
For the Calvert Global Alternative Energy Fund, this includes core environment, social and governance criteria.
For the Calvert Global Water Fund, this includes disclosure and trans		Advocacy activities on all holdings not meeting Signature Strategies criteria. Enhanced engagement approach taken with key companies, including: Direct company dialogues and multi-stakeholder engagement, in addition to proxy voting, shareholder resolution
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