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Foreward

This study of pro-poor tourism in five countries of the Greater Mekong Sub-region comes at an
important time. As the report emphasises, in the past 10 years tourism has become, or continues to be,
a significant driver of economic growth and development in all the participating countries — Cambodia,
Laos, Thailand, Vietnam and Yunnan province of China. At the same time, the governments of the
less developed of these countries, in partnership with their international development partners, the
private sector and other development stakeholders, are working together to achieve more effective
poverty reduction outcomes.

For government policy makers and the private sector in these countries, the existing and potentially
greater linkage between these two issues, tourism and poverty reduction, present both an opportunity
and a challenge. This study explores two important questions — How can tourism, the policy
environment that enables and promotes it, and the private sector that drives it, be more ‘pro-poor’?
How can tourism contribute more effectively to poverty reduction in local communities through
opportunities for employment and related vocational education, enhancement of agricultural and other
local production of goods and services, and access to tourism-related markets for local products?

We see this study of pro-poor tourism as a first step in looking in more depth at some of the issues
and policy options it raises, and, at both the national and sub-regional levels, working more closely
with governments and the private sector to identify useful entrepreneurial models and policy initiatives
for tourism that will be more ‘pro-poot’ in their impacts. Such collaborative research and ‘policy
influencing’ will become even more important as the pace of sub-regional integration in the GMS
quickens, with significant progress in the deepening of regional integration through infrastructure
improvement, the cross-border movements of people, and related national and sub-regional aviation
and tourism policy making.

The Development Analysis Network (DAN), coordinated by CDRI, is well placed to conduct such
a study. Now in its sixth year of joint research, DAN has proven to be an effective and flexible
collaboration between leading research and policy institutes in the GMS sub-region. Its character as
a network - voluntary, genuinely collaborative, locally demand-driven and owned, means that it can
make a useful and relevant contribution to sub-regional research collaboration, regional integration
and community building,

In releasing this study of pro-poor tourism in the GMS, CDRI and its partner DAN institutes would
like to express its gratitude to the Rockefeller Foundation, and its Southeast Asia Office, for their strong
commitment to and understanding of the importance of sub-regional and regional integration, and
for their financial support and intellectual partnership in conducting quality policy-relevant research
in the GMS.

Larry Strange
Executive Director CDRI
July 2007
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11. Introduction m——

The scope and scale of the travel and tourism industries within countries of the Greater Mekong Sub-
region (GMS) are rapidly expanding as a result of dramatic increases in the number of international,
regional and domestic tourists over the past five years.! Industry analysts and government planners
predict that such trends are likely to continue into the near future, barring events such as security
shocks or disease outbreaks (e.g., SARS, avian influenza). The development of the tourism industry
within the GMS comes at a time when national governments and donor organisations are devoting
more attention to reducing poverty in their countries. Because tourism produces an increasing share
of GDP and is a source of increased employment, development planners are trying to harness its
growth in support of poverty reduction. A key development priority is therefore to mainstream
poverty reduction strategies into the tourism policies and plans of the GMS countries. Although, the
tourism development policies of the five countries® include many references to poverty reduction,
there is widespread agreement that much more remains to be done to direct a greater share of tourism
benefits to the poor.

“Pro-poor tourism” refers to tourism-related activities that generate net benefits for the poor, including
economic, social, environmental and cultural benefits. The extent to which people benefit from
tourism depends on the nature and strength of linkages with employment and income-generating
activities. Such activities involve the provision of direct and indirect services in both the formal and
informal sectors of the economy. Direct services often involve employment in hotels, transportation
and vending. Indirect employment, such as construction and agricultural and handicraft production,
also serves as an important link between rural communities and tourism.

The policy question explored by this research project concerns how to strengthen the linkages between
local communities and tourism in order to direct a greater share of the industry’s benefits toward the
poor. For example, a strategy report concerning tourism in the GMS observes that the targets for
poverty reduction programmes often end up being better off villages and areas rather than those
where extensive poverty exists. This suggests a need for “a better understanding of the relationship
between tourism and poverty alleviation in order to ensure that the approach is more comprehensive,
focused, and effective” (Asia Pacific Projects Incorporated, 2005: 43).> The purpose of this research,
therefore, is to inform local, national and regional policy makers about the factors and circumstances
that promote pro-poor tourism.

Using case studies, collaborating policy research institutions in the Development Analysis Network
(DAN)* analysed the employment linkages between tourism and local communities in the five DAN

Tourism refers to those industries that provide accommodation, transportation and other services (e.g,
restaurants, handicrafts, guided tours) for visitors who come from outside the destination area for a period of
more that 24 hours and less than one year.

The GMS comprises six geographical entities: Cambodia, L.ao PDR, Myanmar, Thailand, Vietnam and Yunnan
province of China. This study is a collaborative effort of the Development Analysis Network, which includes
Cambodia, Lao PDR, Thailand, Vietham and Yunnan province; hence the reference to the five countries of
the GMS.

Henceforth referenced as APPI (2005). Please see bibliography for complete reference.

Cambodia Development Resource Institute and Centre for Advanced Studies in Cambodia; National Economic
Research Institute and National Statistics Centre in the Lao PDR; Thailand Development Research Institute;
Central Institute for Economic Management and Institute of Economics in Vietnam; and the Centre for
Community Development Studies in Yunnan, China.
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countries. The five case studies are: Siem Reap, Cambodia; Luang Prabang, LLao PDR; Mae Kompong
and Plai Phong Phang, Thailand; Sapa, Vietnam; and Xishuangbanna, Yunnan, China. The primary
objective of the research was to identify and analyse the evolution in tourism policies and related
trends in employment associated with tourism, with special interest in the potential impact of tourism
on poverty reduction. A second objective was to consider policies for strengthening pro-poor tourism
policies at the regional and national levels.

The five case studies together suggest that tourism can and does have a positive impact on some
poor households and improves well-being in many communities. The impact varies according to
circumstances, however, and actual poverty reduction has not been as great as expected. As a result,
tourism in the GMS can be characterised as insufficiently pro-poor. There are four main reasons for
this. First, a great deal of tourist spending tends to involve direct services, such as hotels and transport,
that are often provided by those who are already better off. The poor, on the other hand, tend to
occupy pootly paid jobs located off stage relative to the main tourism activities. Second, the majority
of the poor throughout the GMS reside in rural areas, often in remote areas occupied by ethnic
minorities, yet most tourism investment has been directed towards urban centres. Third, tourism in
the GMS is characterised by a high level of economic leakages, defined as spending on imported goods
and services rather than on local supplies. Fourth, the poor face a variety of constraints, including a
lack of education and vocational skills as well as financial and social capital.

As a result of these and other factors, there is increasing effort throughout the region to expand
and diversify tourism products, such as eco-tourism and community-based tourism, that could better
direct the benefits of tourist spending into the hands of the poor. Continued growth of tourism
in the GMS can be promoted regionally through joint marketing and travel agreements (e.g, visas,
transport), while policies and strategies designed to distribute the benefits of growth can be most
effectively managed nationally. There is also a consensus across the five case studies that stronger
partnerships between the state, private sector and civil society are required to create stronger linkages
between the rural poor and the tourism industry.

This chapter synthesises the main findings and observations of the five case studies. Section 2 reviews
the growth of the tourism sector in the five countries. Section 3 presents some of the more important
concepts that emerge from the international literature on tourism and discusses the research framework
and methodology guiding the overall research. Section 4 briefly summarises the main findings from
each study, and section 5 discusses four of the key themes that emerged (tourism policy and poverty
reduction, destination character and activity types, equity and barriers to participation, and governance).
The chapter concludes with a discussion of key policy implications concerning the development of
regional and national pro-poor tourism. These include planning and participation, human resource
and business, development, and fiscal policy.
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1.2. Tourism and Economic Growth
in the GMS I

Tourism has played an increasingly important role in economic growth over the past five years in all
five countries. In Cambodia, for example, tourism is considered one of the two engines of economic
growth, along with the garment industry. While the economy grew by an average of 8.1 percent during
the period 2000—04, tourism’s share of Cambodia’s GDP increased from 7.6 to 11.2 percent. In 2005,
the economy grew by 13.4 percent, with tourism’s share of GDP estimated to have been about 8.9
percent. Tourism’s annual share of Cambodian GDP during the period 2000-05 has averaged about
9.2 percent.

Table 1.1 shows that the tourism sector has also made significant contributions to the national
economies of the other four countries included in the study. In the Lao PDR, tourism’s share of
GDP averaged 7.5 percent during the period 2000—05. In Thailand, the sector’s average share was
5.7 percent during 2000-04. In Vietnam, tourism’ share of GDP has been even more significant,
increasing from 3.3 percent in 1997 to 8.6 percent in 2005, and averaging about 7.8 percent during

2001-05. Tourism contributes an even greater share to the provincial economy of Yunnan, averaging
12.3 percent between 2000 and 2005.

Table 1.1: Tourism Share of National GDP (%)

Country 2000 2001 2002 2003 2004 2005 Annual Average
Cambodia 7.6 9.0 10.3 8.2 11.2 8.9 9.2
Lao PDR 8.9 7.6 7.9 5.7 7.4 7.5 7.5
Thailand 5.8 5.8 59 52 5.9 5.7
Vietnam 6.1 7.4 8.2 8.7 8.6 7.8
Yunnan 10.8 12.4 13.0 12.4 12.5 12.7 12.3

Sonrce: Case study presentations

Itis important to bear in mind the relationship between tourism growth and overall national economic
growth. The APPI (2005: 40) suggests that where backward linkages (i.e., domestically provided inputs
for tourism goods and services) are stronger than forward linkages (i.e., tourism services consumed),
the “expansion of the tourism sector probably has a greater impact on the economies of the GMS than
the overall expansion of the economy on the tourism sector”. This underscores the importance of
minimising imported tourism inputs in developing a pro-poor tourism strategy in the five countries.

It is also important that the growth of domestic tourism in the GMS countries has been no less
impressive than that of international tourism. Improved infrastructure and road access to popular
tourist destinations have enabled local tourists to travel more easily, while disposable incomes,
particularly among urban dwellers, have risen. In some countries (e.g., Cambodia), improved political
stability and security have also prompted many domestic tourists to venture further from home for
longer periods. The role of domestic tourism in the industry will need to be more fully taken into
account in future planning,

< S
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1.2.1. Employment

The employment impacts from tourism throughout the region are impressive. In Cambodia in 2004,
the sector provided about 566,000 indirect and direct jobs, or 8.3 percent of total employment. In
Laos, the number of direct jobs increased from 14,845 in 2000 to 24,202 in 2005, a compounded
average annual increase of approximately 10.3 percent. Tourism created around 3.3 million direct and
indirect jobs in Thailand, about 8.4 percent of total employment during 2000-04. In Vietnam in 2005,
tourism accounted for a total of more than 744,000 jobs, 234,000 direct and 510,000 indirect. In 2004
in Yunnan, tourism provided direct and indirect employment for about 1.7 million people, about 7.2
percent of the total employment in the province.

National tourism data suggest that the direct total employment multiplier of international tourism in
the GMS is around 1.97. This means that for every new direct job created by international tourists,
an additional 0.97 jobs are created in other sectors of the economy (APPI 2005). Although this figure
will vary depending on national context and circumstances, it is a good indicator of the rate at which
tourism employment benefits ripple through the countries’ economies. This figure does not reflect
such effects on the economy from domestic tourists. Whether the employment multiplier is higher or
lower depends on the volume and nature of domestic tourist spending,

Tourism industry analysts and government planners predict that tourism will continue to expand in
the near future, suggesting that tourism arrivals to the region could nearly double by 2010 and perhaps
treble by 2015, depending on the manner and degree to which countries coordinate tourism marketing
and development policies (APPI 2005). Although such predictions are optimistic about direct and
indirect economic impacts, they do not provide specific information concerning potential impacts on
rural and urban poverty reduction. Little is known about the actual distribution of the local benefits
and costs associated with tourism. As this study demonstrates, poverty rates will decline over time in
communities near tourist destinations, provided domestic linkages with the agricultural sector, small
and medium enterprises (SMEs) and labour-intensive services are well developed. The absence of
an observable decline in poverty would suggest that such linkages are weak or that there are leakages
of benefits away from the poor. The question then is: what policies and strategies are required to
minimise leakages and strengthen the economic linkages between the rural poor and tourism?

P oo
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1.3. Literature and Methodology mm—m

There is a wide range of perspectives on the relationship between tourism and local communities, as
well as the impact that tourism can have on social and economic development and poverty reduction.
Sustainable tourism (WTO 2002) refers to managing tourism resources in ways that maintain cultural,
ecological and social integrity. Eco-tourism (Weaver 2002) is primarily concerned with local cultures and
the environment, while community-based tourisnm aims to increase local people’s involvement in tourism.
Pro-poor tourism (PPT) embraces many aspects of all these approaches, but is primarily concerned with
generating net economic, social, environmental and cultural benefits for the poor (Ashley 2000), while
at the same time providing communities with more voice in and ownership of tourism development
(Neto 2003). Examples of PPT span the globe, including Africa (Ashley 2000; Spenceley and Seif
2003) and other locations in Asia (Shah and Gupta, 2000). There is a consensus in the recent literature
that tourism, regardless of the type, can and should play a significant role in pro-poor economic
growth and poverty reduction.

One important question is how to measure and analyse the distribution of national and local
tourism impacts. Quantitative accounting approaches are used to assess tourism’s contribution to the
macroeconomy in terms of total demand for services, GDP, employment and investment. A good
example of such an approach is the Travel and Tourism Satellite Accounting (TTSA) system used by
World Travel and Tourism Council (WTTC) to estimate the short- and long-term economic impacts
of tourism. Using input/output modelling for consumption and demand, the TTSA estimates direct
industry and indirect economy-wide impacts on GDP and employment.” In Cambodia, for example,
the WTTC estimates that the tourism industry will generate about 1,108,000 direct and indirect jobs
in 2007, representing 15.8 percent of total employment.

Other methods combine quantitative and qualitative assessments of tourism impacts in specific
locales. One approach is to examine participation in the formal and informal sectors, as well as so-
called secondary enterprises with linkages to tourism (e.g. food supply). For actual measurement, such
approaches can employ (1) systematic structured household surveys to identify changes in employment
and income, as well the distribution of benefits and costs, and/or (2) qualitative techniques using focal
group discussions and key informant interviews to gauge the extent and nature of changes. Another
set of linkages with potential impact on the rural and/or urban poor is the impact of tourism on land
markets in and around toutist destinations.® These approaches can also be used to assess both negative
and positive socio-cultural impacts of tourism at the local level.

Ashley ez al. (2001) observe that “the tourism industry is controlled by well-established operators that
often benefit from economies of scale and regulations and incentives that favour large operators”. They
argue that vertical linkages between hotels, tour operators and airlines can limit local opportunities to
enter the sector. Such linkages often account for the importing of goods and services to meet tourist
needs. Such leakages occur when the local economy is unable to provide a reliable, continuous and
competitively priced product or service of a consistent quality to meet the demand. When linkages
between tourism-related activities and local economies are weak, revenue from tourism receipts will
leak. PPT approaches try to promote more horizontal economic linkages between tourism and local
economies in order to minimise leakages (WTO 2002).

> Such models make certain assumptions based on estimates of expected arrivals over time, taking into account
recent trends. These models cannot take into account unexpected shocks or other disruptions.

¢ For example, the recent growth of toutism in Siem Reap has had a dramatic impact on land markets, causing
some people to sell agricultural land and enter the secondary and tertiary labour markets (Ballard 2005).
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Many studies have also emphasised that collaboration between government, the private sector and
non-government organisations is required in order to direct tourism benefits toward the poor. For
example, in their review of six country case studies, Ashley ez 2/ (2001) observed a variety of actors
in PPT strategies, including national and provincial government agencies, large and small commercial
companies and domestic and international organisations. Other researchers have identified the crucial
role of local government in directing a greater share of tourism benefits to the poor (Vourc’h and
Denman, 2003).

1.3.1. Conceptual Framework

The conceptual framework that guided this research and analysis was designed on the basis of a
review of the literature, which generated two hypotheses. First, the structure and distribution of the
benefits and costs associated with tourism depend on tourist spending patterns (i.e., type of tourist)
and the service structure, as well as the scope, scale and nature of the employment/income linkages
between people and the tourism industry. The type of tourist can be categorised in a number of ways.
One is classification according to spending patterns (e.g,, economy or budget, comfort, luxury) for
accommodation, food, transport and other services, as shown in Table 1.2. Another way is to consider
the type of activity in which tourists engage (e.g., adventure, sightseeing, resort-spa). Yet another way
is to categorise according to tourists’ country or region of origin. For example, the Luang Prabang
case study refers to an agreement between the governments of China and the Lao PDR to promote
Chinese tourism to Luang Prabang. In Cambodia, South Korea has emerged as the single largest
source of international tourists to Siem Reap. Another approach is to categorise tourists according
to age and income. For example, the Thailand case study observes that younger tourists with higher
incomes tend to prefer eco-tourism and community-based cultural tourism, and often use the internet
to identify destinations.

Table 1.2: Matrix Sample, Tour Type and Service Structure

Tourist | Activity Itinerary | Transport | Lodging Food/Bev Misc

Type

Budget/ | Adventure, culture, | Multiple | bicycle, bus | Guest- mostly local, Lonely Planet

Economy | nature country house,Jodge | some imported

Comfort | Adventure, culture, | Multiple |bus, plane | 3-4 star hotel | mixed local & | package tour
nature country imported w. guide

Luxury Spa/tesort, health Single car, plane 4-5 star hotel | some local, package tour
care services country more imported | w. guide

Such classifications have implications for employment impacts. For example, although budget tourists
tend to spend less per day, a greater share of their spending is for locally provided goods and services
(e.g., guest-houses, agricultural produce, handicrafts), thereby minimising leakages. This is especially
the case with adventure and eco-tourism travellers, who are more likely to engage directly with rural
residents. Luxury tourists tend to spend much more per day, but the services and goods they consume
are often imported, entailing a high level of leakage. Although all types of tourism create employment,
each type affects the distribution of employment and income benefits differently.

The second hypothesis guiding the research is that the type of tourist and service structure (i.e.,
employment and income impacts) depends on the character of the destination and tourism technology
(e.g, infrastructure, type of activities). One example is Siem Reap, where tourists tend to cluster in
the town, where most services are located, while the tourism product (i.e., the Angkor Park) is located
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several kilometres away. As a result, ground transportation represents an important component of the
service structure. When tourists were predominately oriented toward budget and comfort types, such
services were provided by motorcycle taxis and taxis. However, as the number of tourists expanded,
along with the advent of package tours and an increasing number of luxury tourists, the transportation
sector has expanded to include three-wheeled vehicles and large tour buses. This shift in technology
has had an important impact on the structure of local employment.

A second example concerns situations in which the cluster site itself is the tourism product. As services
are generally concentrated in a central location, and with most tourist spending taking place there,
services tend to be more diversified than in areas away from the main cluster site. The employment
and income impacts tend to be more direct as service providers interact more directly with tourists.
Such urban-based sites tend to favour those who are already better off and can afford to invest in
service provision, while any benefits for the poor will be more indirect (e.g. hotel construction). In
some locations, tourist activities have over time expanded away from or outside the cluster destination
to what may be referred to as satellite sites, as in the case of community-based tourism, including eco-
tourism, cultural tourism (e.g,, home stays in Mae Kompong and Sapa), or “countryside” tourism, as
in the case of Yunnan. In the satellite sites, there is often less diversification in available goods and
services, although providers may use more local inputs. As a result, the chances of direct benefits
reaching the poor may be greater in satellite sites.

Both hypotheses assume that the patterns associated with tourist spending and service supply are
sensitive to and ultimately influenced by government policies and activities. For example, governments
play a pivotal role in national transportation policies. The development of an airport or the construction
of a road will be significant in determining the volume and direction of tourist flows in a particular
area. One of the best examples of this in the GMS is the Cambodian government’s “open skies”
policy, introduced in 2001, which permits direct flights between Siem Reap and a number of locations
throughout Asia. International arrivals to Siem Reap have climbed steadily since the policy was first
introduced.

Table 1.3 summarises some of the employment and income linkages that are derived from direct or
indirect services. Direct employment involves face-to-face interaction between the service provider
and the tourist (e.g., hotel reception and management, restaurant waiting, tour guides), while indirect
employment is generally in support of such services (e.g., hotel construction, agriculture). Given the
nature of their interaction with tourists, many forms of direct employment require higher education
and/or a specialised skill, such as a second language. In some cases, such as tuk-tuk drivers in Siem
Reap or home-stay operators in Mae Kompong in Thailand, some forms of direct employment require
capital investment. As a result, many of the direct employment opportunities may not be available
to the poot, who tend to have lower education and to lack access to capital. Local ethnic minority
people may also not speak the national language well. As a result, many of the poor in tourism-
related activities tend be employed in indirect services. These cases therefore focus attention on the
type of education and training required for each form of employment, as well as the nature of the
constraints that impede pro-poor linkages, as such factors to a large extent determine the distribution
of employment benefits.
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Table 1.3: Matrix Sample, Tourism Sector Employment Structure

Employment Primary (Agriculture) | Secondary Tertiary (Services) Other
type (Manufacturing/

Construction)
Direct service street-side vending, handicraft hotel reception, home stay
employment market stall production and restaurant, transport,

vending guide
Indirect service | farm produce for hotel/restaurant temple guard, air and | entertainment,
employment hotels & restaurants | construction transport support retail-shops, gov’t.

personnel officials

A key policy question concerns how best to structure tourist activities to direct an increased amount of
spending toward services and activities that positively impact the poor. A second key policy question
concerns how to provide better education and skill training to enable the poor to obtain better paying
direct service employment. Finally, it is important to bear in mind that these hypotheses assume that,
generally speaking, changes in employment that result in increased income will also result in improved
well-being, as reflected in household consumption. People’s perceptions of well-being may also be
influenced by other factors that may or may not be associated with tourism. For example, improved
transport infrastructure in and around tourism sites benefits local people even though they may not
be involved in tourism, while better health and education facilities are not necessarily associated with
tourism.

1.3.2. Methodology

The research comprises five case studies that assess the pro-poor impact of tourism in and around a
particular destination according to the conceptual framework discussed above. Each study involved a
desk review of the national tourism development strategy and policy context, as well as field research.
In each, communities were selected according to criteria relevant to the country involved. The benefits
associated with tourism, with particular focus on the poor, are analysed in terms of the scope, scale
and nature of the linkages between tourism and community households. Although there are variations
in the specific approaches employed to reflect local realities and interests, the cases are all grounded
in the common framework outlined above and, as a result, are broadly comparable. The specific
methodology employed in the fieldwork is outlined in more detail in each of the studies.
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14. Key Findings and Observations m

This section briefly summarises the key findings of each of the case studies. A more detailed discussion
of four of the key themes that emerge from the studies follows in section 5.

1.4.1. Siem Reap, Cambodia

The rapid growth in tourism in Siem Reap has created many new direct and indirect jobs and shifted
the structure of employment away from agriculture toward services. More than one-third of individual
earners in the survey sample of 506 households had tourism-related employment as their primary
work. Although the poor are employed more frequently in tourism-related work, they receive much
less income from tourism than do the non-poor, the majority of their jobs being unskilled and low
paid. Also, people living in areas further from Siem Reap town and the temple sites tend to benefit less
than those living nearby. The poor face constraints common to other case study sites (e.g., a lack of
education and vocational skills) as well as competition for tourism-related employment from migrants
from elsewhere in the country. Half of the households surveyed, however, said their well-being had
improved between 2002 and 2006, while 28 percent said they remained the same and 22 percent
were worse off. About half of those reporting improved well-being attributed it to tourism, while
most of the reasons given for a decline were non-tourism factors, such as social problems or illness.
This suggests that people may link well-being to improved infrastructure and social services that may
accompany tourism development. Although there is a need to diversify the range of tourist products
to involve more of the rural poor, activities such as community-based tourism are only at nascent
stages of development.

1.4.2. Luang Prabang, Lao PDR

The poverty incidence in Luang Prabang is falling at a faster rate than anywhere else in the country,
and the case study argues that this is largely due to the impact of tourism. One of the main reasons is
that import leakages have been relatively small, and a large part of tourism expenditure is for locally
provided goods and services. Tourism has also had a major impact on other industries in the area,
including agriculture and handicraft production. Moreover, many tourists in L.aos are budget tourists
who prefer to lodge in guest-houses, eat local food and use local transport, activities that tend to
benefit small and medium enterprises. There is some evidence, however, that prices for some goods
and services are increasing, which suggests that local suppliers may not be able to keep up with
growing demand generated by the increasing number of arrivals. If this is the case, leakages may
increase. A survey of 200 households across 20 villages showed that location matters a great deal in
determining who benefits and how from tourism-related activities. For example, households in Luang
Prabang town have benefited from increased income more than households located in villages of
various distances outside of town. Wealthy households in town also benefit from the increasing value
of land. Although the evidence shows that tourism also benefits the poor, those who do not live in
Luang Prabang or close to tourism sites have fewer opportunities to benefit.
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1.4.3. Mae Kompong and Plai Phong Phang, Thailand

The eco-community-based tourism businesses in both villages have generated income and employment
without apparently worsening income inequality. Although this model may appear to be pro-poor, it
is not clear to what degree the government should promote it as PPT. Eco-community-based tourism
is difficult to plan and implement, and the expected costs of developing such a model on a larger
scale could far exceed the expected benefits. There needs to be strong complementarity between
natural, market and management factors in order to sustain eco-community-based tourism. It is also
important for the community to have an effective and fair system for sharing benefits among those
directly providing tourism services and the community as a whole. There is a need for collaboration
between the community and local government to plan the most appropriate products and services.
Surprisingly, despite employment and income benefits, there are large income leakages, mainly because
the communities have had to rely a great deal on outside suppliers. The study observes that mass
tourism can also play an important role in poverty reduction, because many jobs do not require skilled
labour and are easily accessible to low-income labourers.

1.4.4. Sapa, Vietnam

The study suggests that a direct linkage between tourism and poverty reduction has been established,
and that participation in tourism-related activities can be an effective way to move out of poverty.
Food supply and home-stay services appear to be the largest generators of employment for the poor
in Sapa district. Due to a shortage of investment capital, poor infrastructure and a lack of social
networks, however, participation by poor households remains modest. The Sapa case suggests that
many pro-poor tourism activities focus on single local developments, while ignoring other factors that
could contribute to broader poverty reduction. Although tourism has been designated an “economic
spearhead” for development in national strategy documents, the bulk of both public and private
investment is concentrated in economically advanced urban areas, rather than in rural areas, where
most of the poor reside. As a result, tourism often bypasses the poor, especially those in mountainous
areas and the remote countryside. Practical solutions to investment and employment obstacles are
required to create a more favourable business climate, including better access to financial resources
and marketing and business services.

1.4.5. Xishuangbanna, Yunnan

The Dai Garden case shows that the development of cultural rural tourism has provided a variety
of employment and income benefits to five communities. Other benefits include improved transport
and communications infrastructure, support for elders and poor households and subsidised education
for promising students. The case also raises a number of important governance issues concerning
community-based tourism that involves outside private developers. These issues include a fair
distribution of benefits, village rights and representation, managerial responsibilities, environmental
impacts and participation of poor and otherwise marginalised households. Many of these issues may
be resolved by a complex system of allotting 20 percent of enterprise shares to the villages. The
Baka village case demonstrates that government support and outside assistance, although important,
cannot replace community participation in developing community-based tourism. It also shows that
community support for such initiatives is unsustainable when individuals begin choosing alternative
forms of employment if they are not able to participate in tourism activities. The Zhanglang village
case suggests that despite favourable attractions, community-based tourism is not sustainable in the

face of a traditional dependency on agriculture, limited education and a lack of funds and management
skills.
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1.5. Themes and Issues Emerging from
the Gase Studies H—

This section presents a more detailed discussion of four key themes that emerge from the case studies.
These are the evolution of national tourism policies in each of the countries, destination characteristics
and types of activities, equity and participation, and governance issues.

1.5.1. Tourism Policy and Poverty Reduction

In four of the countries—Cambodia, China, I.aos and Vietnam—today’s tourism industries grew out
of state-planned and managed sectors. Most tourist services were provided through state-owned-
enterprises or government agencies to customers or visitors from other centrally planned countries
and to a limited number of official guests from other countries. Tourism policy was primarily
oriented toward maintaining administrative control over such operations. The original motivation
for each country to undertake market-oriented reforms was to stimulate economic growth and social
development in the wake of poor performance by centrally planned economies. Moreover, Cambodia,
Laos and Vietnam were embarking on reform after years of war and international isolation, and, also
in Yunnan, most public investments to modernise and industrialise tended to be centred in urban
areas. To the extent that actual and potential tourist destinations were located in such areas, the tourism
sector benefited, albeit almost as a second thought.

Policy makers—including those of Thailand—were focused primarily on the degree to which tourism
could contribute to the overall growth of the economy. Early tourism policies therefore sought to
increase the number of international tourists as a means to stimulate job creation, generate income,
earn foreign exchange and improve the image of the country, largely in order to attract increased levels
of foreign direct investment. In Thailand, the government pioneered event-based marketing that
encouraged both nature- and urban-based mass tourism. As in the other four countries, Thailand’s
early tourism development was primarily urban-centred.

The relationship between government plans and private investors is often characterised by policy
tensions concerning the number of tourists and the potential negative impacts of unregulated tourism
development. There appears to have been a somewhat uneasy and ambiguous relationship between
state planners and the private sector as the various socialist governments adopted free-market reforms
in the mid-1980s and early 1990s. What eventually emerged was a commercially oriented policy in
which private investment was the principal means of planning, with government providing regulatory
guidelines and protocols. In the case of the L.ao PDR, Vietnam and to a certain extent Yunnan, it
can be argued that tourism investment was closely regulated and as a result early tourism growth was
somewhat gradual. In the case of Siem Reap, there was a gradual expansion of tourism during the
1990s, but then the open skies policy led to rapid unplanned and uncontrolled growth. In Thailand, the
early emphasis on commercially developed mass tourism led to widespread social and environmental
problems before the state became more actively involved in planning and regulation.

The initial focus on a “numbers-oriented” tourism policy eventually prompted planners to expand
the range and quality of tourism products, based on the assumption that more spending by a larger
number of tourists during longer stays would benefit all of society, including the poor. The increasing
contribution of tourism to overall economic growth has coincided with growing interest of government
planners and international donors in the distribution of the benefits of economic growth and in
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reducing poverty. It was only a matter of time before the GMS countries began to consider ways in
which growth in tourism could contribute to poverty reduction. Thus, the birth of pro-poor tourism
in the region has been a function of linking economic growth policies to a strong poverty reduction
focus.

1.5.2. Character of Destination and Types of Activities

In all five countries, most of the poor and very poor reside in rural areas, often in difficult-to-reach
remote areas populated by ethnic minorities. This raises the fundamental question of how to most
efficiently and effectively link the rural poor to the tourism industry, which until now has been largely
urban. The case studies provide a useful discussion of different strategies that have been used to
encourage rural linkages with tourism. They include direct and indirect employment in construction
and services, and the production of agricultural and handicraft products consumed by tourists.

Luang Prabang and Sapa are both town-based destinations where the tourists reside in the tourist
site to observe and participate in local cultural activities. In-town service providers were initially
local inhabitants, but over time external investors began providing services as well. During their stay,
tourists may also travel to surrounding communities to experience village culture and enjoy the natural
environment. In both cases, the tourists largely go to areas where many of the poor live. For the most
part, the tourists are predominantly international and, in the case of Luang Prabang, increasingly
regional. Tourism was initially slow to develop due to political and logistical restrictions in both the
LLao PDR and Vietnam. More international tourists began to arrive in the early to mid-1990s as each
country opened up after several years of relative isolation following the US war in Indochina. Since
then, the development of improved transport has facilitated travel to both Luang Prabang and Sapa,
as well as between the two towns and satellite villages.

The Thailand and Yunnan cases involve community-based tourism closely associated with primary
destination sites. In the case of Thailand, the primary main attractions are Chiang Mai and Bangkok,
while in Xishuangbanna, Yunnan, it is the Dai Garden. In both cases, service providers can be divided
into external and internal. For example, external providers may provide transport, while locals provide
food and lodging. Benefits to local people take two forms: direct benefits to the service providers
and contributions to a general community fund. In these cases, local governance issues, including
the establishment and regulation of tourism activities as well as the distribution of benefits, require
community participation. In Dai Garden, there is another governance dimension involving the external
investors. In Thailand, some service providers operate directly with private external agents. In both
cases, community-private investor relationships must be managed carefully in order to ensure that
tourism benefits are distributed fairly.

Siem Reap is somewhat different from the other four cases. The town itself is not the main attraction,
but rather a conduit to the main attraction, Angkor Park and other temple sites. Only to the extent
that tourists pass through villages on their way to temples do they actually visit local communities.
Therefore, the tourists do not go to the villages; rather, the villagers must come to the tourism site
in order to benefit from the industry. Tourism investment was initially locally based, but rapidly
accelerated with the tourist boom facilitated by the open skies policy. External capital then became
the predominant source of tourism investment, while the principal linkages between the poor and
tourism evolved towards unskilled labour and, to a somewhat lesser extent, agricultural products and
handicrafts.

The general questions that emerge from these studies concern how most effectively to aim tourism
development so that employment and income opportunities are closer to the poor. For example, what
type of tourist spends on locally produced goods and services, and how much do they spend? Of such
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goods and services, which can the poor provide? What kind of training or support do they require in
order to provide such goods and services?

1.5.2.1. Access and Associated Issues

Siem Reap, Sapa and Luang Prabang also highlight the important role of transport infrastructure in
governing access to tourism sites, which in turn determines the distribution of benefits. This aspect
entails many dimensions, including the ability of local producers to keep pace with increased demand
for goods and services. In the case of Siem Reap, for example, local producers were better able to
keep up with the demand for certain goods and services prior to the open skies policy and the sudden
onslaught of international tourists. With the open skies policy, the volume and type of international
tourists changed quite suddenly along with a rapid shiftin the demand for tourism services and products.
Local producers could no longer meet the demand in volume or quality, nor could local entrepreneurs
invest at the rate required. As a result, investors turned to outside providers for food products, building
materials, supplies, handicrafts, transportation and, in many cases, skilled construction labour. The
sudden boom overwhelmed the capacity of local providers, thereby generating significant leakages as
investors increasingly resorted to external suppliers. While some local people continue to benefit from
tourism, a disproportionate share of benefits has shifted from local producers, including the poor, in
favour of external investors and suppliers.

The rate at which Luang Prabang and Sapa have opened up appears to be somewhat slower, thus
providing local providers more time to adapt to and keep pace with the demand. In Luang Prabang, it
appears that a high percentage of services and supplies are still of local origin. In Sapa, although many
of the home-stay providers prepare food that is provided by tour guides, many other inputs are local,
thus minimising leakages. In both cases, the rate at which the tourism industry has grown has been
partly due to issues associated with transport infrastructure and state planning and regulation. Road
access to Luang Prabang primarily caters to adventure and budget travellers, while there is limited
access by air, including direct flights from within the region. In Sapa, one must reach the town by rail
or road, which caters more to budget and comfort travellers. In both cases, adventure and comfort
travellers tend to spend more on local goods and services, thereby providing more benefits for at least
some of the local poor.

In Luang Prabang, however, this pattern may be changing as the pace of international arrivals picks
up. The study argues that the capacity of local agricultural producers to keep up with demand may
be slowing, thus resulting in a need to import food products. The prospect of increased tourism
from China per recent agreements between the two governments and increased international flights
suggests that the pace of tourism growth may increase quite rapidly in the near future. If Siem Reap
is any example, there will be a shift in tastes and preferences as more comfort and luxury-minded
tourists arrive, including visitors from China, and the distribution of tourism benefits will begin to
shift away from local providers, including the poor. Meanwhile, in the absence of such changes in
Sapa, one may expect tourism to increase, albeit at rates that may enable local providers to continue
to adapt to changes. If changes are currently being considered, then there may still be sufficient time
to strengthen the capacity of local providers to continue meeting a significant share of demand. This
places a premium on planning and coordination between national and local governments and the
private sectof.
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1.5.3. Equity and Barriers to Participation

The Thailand study refers explicitly to tourism and income equity. The study observes that it is
“conceptually convincing that tourism could lead to income inequality under some specific conditions”
and suggests that communities with many tourism activities may face more problems of income
inequality than those with fewer such activities. The study also observes that income inequality is more
likely to occur in a community in which “power, knowledge and decision making are concentrated in
the hands of very few players”. These observations may help explain why income from tourism has
not contributed significantly to inequality in either Mae Kompong or Plai Phong Phang communities,
where community-based tourism activities have been limited while involving considerable public
participation and more or less transparent decision-making;

The Siem Reap, Luang Prabang and Sapa case studies, however, suggest that although some of the
poor benefit from tourism, those with better education and financial assets and control over resources
benefit even more. Therefore, the gap between the poor and the non-poor may be widening as a result
of tourism. One reason may concern the fact that the range of tourism activities is much more diverse
in these three areas than in the Thailand study sites. For example, the Sapa household survey showed
that “the groups that benefit most from tourism are the wealthier ones”. The Sapa study argues that
most employment goes to richer households, while the poor and the very poor take a minor share.
Of particular concern is the fact that only 15.4 percent of the surveyed tourism households are poor,
while the very poor cannot find any employment at all in tourism.

Among the households earning income from tourism in Siem Reap, the non-poor earn nearly twice as
much as the poor. However, even though the poor earn so much less, 49 percent of their total income
comes from tourism activities, slightly higher than the 45 percent for the non—poor. Therefore, poor
households in the tourism sector may be especially vulnerable to shocks to the sector. The Siem Reap
study also refers to issues pertaining to land, and observes that the number of land transactions in and
around Siem Reap has steadily increased with the growth of tourism. Those who benefit most from
sales are the non-poor, who are able to buy additional land or invest in businesses that bring a better
return on money obtained from a land sale. The poor do not benefit from land transactions as much
as the non-poor because they tend to sell their land at relatively low prices for non-economic reasons,
such as health care or children’s marriages. Non-poor households also tend to own more land than the
poor, and so have also benefited more from the rapid increase in land values.

The Luang Prabang study also observes that it is often perceived that the rich are better able than
the poor to benefit from tourism. As mentioned, one reason for the uneven distribution of benefits
may be the wide range of activities available to tourists, as in Sapa and Siem Reap. As in Siem Reap,
the Luang Prabang study observes that the wealthy who reside in or near the town benefit more from
tourism because of increasing land values. The study observes that five years earlier land prices were
higher than in other areas, but the difference is much greater today. For example, the price of land
over five years increased 4.6 times in town and 2.6 times in villages outside of town but close to tourist
sites.

The Dai Garden in Yunnan also raises several important issues concerning the distribution of benefits.
The study observes that the most difficult distribution problem is compensation in the form of land-
transfer subsidies for land expropriated from the villagers and the villagers’ committee, who are the
owners of the land resources. At the beginning of the project, the local government made land transfer
arrangements to investors at the expense of local villagers. Like the other studies, the Dai Garden study
considers the distribution of benefits according to village location. For example, the village located
near the entrance to the garden has the highest rate of household participation in tourism activities
(nearly 100 percent) and is, as a result, the richest among the five villages, while the other four have
varying degrees of lesser benefits. The uneven distribution has sparked some discontent, including
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vandalism and non-cooperative attitudes and behaviours by some villagers. These observations have
considerable impact on governance, as discussed below.

The issues and challenges of the distribution of tourism benefits are rooted in the many constraints
and barriers that impede more equitable participation in employment by the poor. Each of the studies
refers to such constraints and barriers. The Siem Reap and Sapa studies focus on human resource
challenges, citing a shortage of or lack of access to capital assets, a lack of education and vocational
and business skills and weak social networks. Activities such as handicrafts, transport and home-stay
services all require some initial investment. The Sapa study also observes that ethnic minority service
providers sometimes do not speak Vietnamese, while in Siem Reap migrants from outside the area
increasingly compete with local people for employment. Both the Sapa and Luang Prabang cases also
refer to constraints associated with infrastructure, including transport, sewerage and electricity, that
provides better access to town for migrant workers as well as better possibilities for receiving tourists
in the village. The Yunnan study did not focus so much on human resource constraints, but rather
on institutional constraints and barriers, including governance and management issues associated
with property rights and relationships between outside investors, local institutions and people in the
communities.

1.5.4. Local Governance

Local governance plays an increasingly important role in tourism. This is especially important for
community-based tourism involving eco-tourism or home stays, as in the Thailand, Vietnam and
Yunnan studies. The main issues concern the role of governance in sustaining local tourism initiatives
(e.g, community participation, information and planning, marketing, quality control), ensuring an
equitable distribution of benefits in the community and, to a certain extent, managing leakages.

Anover-arching governanceissueis the relationship between and the respective roles and responsibilities
of the public and private sectors. For example, in the case of community-based eco-tourism and
home stays, service providers are private citizens who benefit the most from the services they
provide. Although they too must bear certain costs, there are real costs to the community (economic,
environmental, social). In many respects, the service providers depend on the community being well
managed and attractive to tourists. Since an attractive community is a public good, the costs associated
with maintaining it should be equitably covered by the community at large. Is it fair that private service
providers benefit from such a public good without proper payment? What incentives are there for
non-providers to maintain an attractive community that serves only to benefit home-stay or other
service providers?

Mae Kompong and Plai Phong Phang in Thailand are good examples of how the communities
themselves can manage community-based eco-tourism. A nine-member committee in Mae Kompong
is responsible for establishing the rules and regulations governing tourism in the village and setting
prices for activities in order to avoid price competition among service providers and prevent tourists
from being cheated. Other rules are designed to ensure an equitable distribution of benefits for all
villagers in the form of dividends paid out through the village cooperative. In Mae Kompong, about
80 percent of the revenue goes to the service providers and 20 percent to village development and
dividend distribution for all community members.

Dai Garden is an interesting case involving private commercial investors who developed a large area
for tourism that takes advantage of natural surroundings and the colourful culture of ethnic groups
in the area. One major issue between the company that manages relations between Dai Garden and
the five local villages is the division of the benefits. Originally, the company compensated villagers for
land that was expropriated for development. Villagers were then supposed to receive benefits such
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as having their electricity bills paid and guaranteed employment for at least one member of every
family. Villagers could also charge fees for visits to their houses, and could sell fruits and traditional
barbecue. Many of these promises, however, were not fulfilled, and some villagers vented their anger
by cutting trees and vandalising infrastructure. Eventually, the company established an Ethnic Affairs
Department to coordinate relations with the villagers through their village committees. Despite other
benefits, such as an improved and expanded road network built by the company and a scholarship
scheme for village students, some villagers expected also to receive part of the admission fee from the
company. The company plans eventually to give shares to the villagers and to swap certain assets (e.g.,
bamboo houses) for shares.

In contrast to the above success stories, the failure of a community-based tourism initiative in Baku
village in Xishuangbanna highlights the important role that local participation plays in sustaining
community-based tourism. The lesson from this case is that, despite strong support from local
government and external financial support, community-based tourism schemes are not likely to
succeed without also having support from and participation by the community. Poor management and
a lack of cooperation from villagers have made the village unattractive to visitors. Most villagers can
earn substantial income from household rubber plantations, so there is no real incentive to support
tourism.

In Sapa, home-stay services generate the largest share of employment for local people in nearby
villages, at least in the surveyed areas. These services are normally provided on a contract basis with
travel agents who bring guests to the house according to a quota established by local officials and
in partnership between the tour company and service providers. The prices are fixed according to
regulation or agreement between service providers and tour agents. In this case, there is no mention
of relations between the service providers and the community; rather, it seems the primary contractual
relationship is between the service provider and the private tour operators. There does appear to be,
however, some degree of regulation by local officials, and in this sense there is a degree of interest on
the part of the public sector.

In summary, community-based tourism initiatives require active participation and cooperation among
villages, as well as a clear understanding of the costs and benefits. There must be an effective and fair
benefit-sharing system for participants and the community as a whole. Such efforts require careful
planning and market assessment, preferably in collaboration with local government. In cases involving
outside investors or other outside actors such as tour agents, there is also an important role for local
government in mediating between external and local interests. These observations represent important
lessons for government planners and private investors in both Cambodia and the Lao PDR, where
interest in community-based tourism is growing.
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16. Policy Implications m——

The traditional policy approach to tourism development has been to promote growth by increasing
the number of international arrivals. To the extent that this approach has considered distribution,
it assumed that some benefits would eventually trickle down to the poor. In order to provide more
benefits to the poort, such approaches initially focussed on expanding and diversifying tourist products
and improving their quality. However, there has been a growing realisation that such approaches have
had limited impact on the poor and the very poor. As a result, there has been increased attention to
policy that redirects a greater share of tourism benefits toward the poor and the vulnerable. While
sector growth remains a key objective, redistributive approaches focus more on targeting tourism
development in areas where the poor are more likely to be involved, as well as providing services such
as vocational training,

A “growth with distribution” approach raises questions about pro-poor policy. Based on the five case
studies, it appears that within the GMS region-wide approaches may be used effectively to promote
growth in tourism, while the formulation and implementation of pro-poor strategies are best left to
national governments. For example, there appears to be considerable scope for marketing the region
as a single tourist destination to increase international tourist arrivals and promote more regional
tourism. The idea of a single GMS visa that would allow tourists to cross borders freely is gaining
currency. The lost revenue from national visa fees could be at least partially offset with a larger GMS
visa fee that could be shared among the countries, perhaps on a formula specifically targeted in support
of pro-poor tourism. There is also considerable scope for regional cooperation in the development
of transport and eventually allowing different modes of transport to cross borders more freely. In the
meantime, the improvement of secondary and tertiary roads at various border gates would expand the
use of short-term border passes, as in the case of Laos and Thailand.

The case studies also clearly suggest that the design and implementation of pro-poor tourism policy
and strategies are better managed at the national level. Because such polices are essentially distributive
and involve real trade-offs between various interest groups, national governments must serve as
the arena in which tourism policy is debated and implemented. Given the important role that the
private sector and local institutions must play in PPT policy, local governments must also be suitably
empowered to act in support of such policies and strategies. Empowering local institutions would vary
according to national context and would therefore have to be implemented nationally.

1.6.1. Planning and Participation

An overall development strategy for PPT should include measures that minimise leakages and
strengthen the linkages between the poor and the tourism industry in a particular locale. The case
studies demonstrate that eco-tourism and cultural tourism, including community visits and home
stays, can have some pro-poor impact. These types of activities are also often costly to implement
and maintain, and the overall pro-poor impacts may be less than 