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ABSTRACT

This thesis examines the role of tourism in socioeconomic
development in Sri Lanka. A broad structural approach is taken to
depict tourism development within a historical framework and in relation
to political strategles to development. The effects of tourism in the
economy, on employment, and on social, cultural and political processes
in Sri Lanka are given emphasis in the analysis.

The analysis is built ground the tourist industry's articulation
with foreign and local economic sectors. Types of tourism development
are then defined and related to the effects of speeific changes in

socioeconomic formations. In this way the analysis provides valuable

insights into the kiﬁds of impacts modern mass tourism has on particular
developing countries lacking infrastructure and involved in dependency-
type relations with metropolitan states.

The results of the analysis show that capital-intensive tourism
development does not contribute positively to development in Sri Lanka.
Rather, such developments are characterized by high foreign costs, high
employment costs, diversion of resources from local utilization and
various sociocultural dislocations. On a structural level, this kind of
tourism development undermines the objectives for self-sustained economic
growth by creating an overdependency on foreign enterprises for foreign
exchange earnings, employment and policy direction at the expense of local

producing sectors, Thus, the experience of Sri Lanka indicates that rapid
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modern tourism development does not lead to greater internal integration

and does not cater to the specific needs of the local people.
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CHAPTER 1

INTRODUCTION

Tourism is a highly complex phenomenon. It involves the
activities and interests not only of airline companies, tour operators,
resort owners, and of various tourist services and supply firms, but
also of governments. Recently, many of the less-developed countries
of the world have taken an active interest in tourism because of its
assumed beneficial effects on economic development (Peters, 1969).
Without seriously questioning the appropriateness of international
tourism in developiﬁg areas, many of these countries have adopted tourism
development on a large scale, subservient to the interests of foreign-
based institutions.

The study of tourism in anthropologyl is relatively new and
diverse. Typically, the anthropologist has been ianterested in the effects
or results of contact between the "guest" and the "host" (Nunez, 1976).
Such studies necessarily restrict themselves to the cultural context, i.e.
how cultural change is brought about by tourists - the representatives
of alien culture. This study extends itself beyond the cultural realm
into the economic, social, and political spheres. It approaches the
tourist phenomenon in a wholistic fashion, anthropology's raison d'etre,
in an attempt to better understand tourism'‘s role in the process of
development.

The intent of this study is to examine the importance of

1



international tourism to socioeconomic development in Sri Lanka. It
endeavors to answer a number of questions: How does tourism affect
regional development and economic growth? Is it relevant to the needs

and aspirations of the local people? Does it justify the development
assumptions upon which it is based? The objectives thus are three-fold:
(1) types of tourist development will be identified and classified,
outlining a structure of tourism; (2) effects of these types of develop-
ment on the social, cultural, and economic well-being of the local people
will be examined; and, (3) an evaluation of the structural traits emanating
from tourism policy will be made.

The value of this study depends to a large extent upon the accuracy
of the quantitative estimates and surveys completed by various Sri Lankan
sources and the Ceylon Tourist Board. The quality of much of the published
material on tourism in Sri Lanka is poor; for this reason, numerical
estimates must be interpreted with caution. Another weakness of this
analysis is the level of generality. Much qualitative data collected
within the participant observation framework, during only a short period
of field research in Sri Lanka, forms an important component in the
abstract conceptualization and analysis of the industry.

This study is partly descriptive, noting the development and
structure of the industy and its various impacts on society; partly
analytical, examining the industry's articulation with foreign and domestic
sectors, and its relation to development; and partly exploratory, directing
attention to areas where future research is needed. It is divided into

five chapters and a conclusion.

Chapter Two provides the background and wider context to the



study. It looks at the development of the international tourist
industry and its impact in developing societies.

Chapter Three recounts the history and growth of tourism in Sri
Lanka. It describes the tourist - motivations, expenditure patterns and
expectations. It also examines the structure of the industry, describing
facility development, organization, and the industry's operations and
expenditures.

Chapter Four looks at various impacts international tourism has
had on the economy, employment, social welfare, culture and political
processes in Sri Lanka.

Lastly, Chapter Five considers structural limitations to local
development that are the result of Sri Lanka's policy for modern mass
tourism. The study concludes by calling for a basic shift in policy
direction from quantity to quality tourism and suggests a need for

greater local participation and control in tourist development.

1.1 Approaches to the Study of Tourism

Research literature on tourism in developing countries is very
sparse, particularly in the social science disciplines. 1Indeed, only a
handful of investigators have done what may be termed comprehensive studies
on the subject. Most of the research has been completed by those catering
to the tourist trade and those working in marketing and forecasting
(Goeldner, et al., 1974), as evidenced in the numerous travel journals,
newsletters and magazines. More recently, however, theire have been a
few conferences and seminars searching for a more integrated approach to

the subject, with a special emphasis on the social and cultural



consequences (de Kadt, 1979; Farrell, 1977; Finney & Watson, 1975; Smith,
1976).

Most who have examined international tourism have tended to
emphasize the benefits of foreign exchange and employment over and above
the generally unquantifiable social and cultural effects. Project
appraisals and planning within the framework of a cost-benefit analysis
is perhaps the most common form of evaluation of tourism in development.
This methodology attempts to express the consequences (social, economic,
environmental) of a project in monetary terms for comparative purposes
with alternative projects. The weights given to the social effects,
however, are often negligible when compared to certain economic variables,
especially in cases where the analyst has vested interests in the
development of a project. Furthermore, cost-benefit analysis presents
certain methodological problems, such as the transformation of financial
profit streams into social profit by the use of "shadow pricing"z, and
there are also various externalities that distort the procedures. Ultimately,
the analyst is faced with the problems presented by the need for value
judgements and knowledge of constraints:

its validity rests upon the appropriateness of its

assumptions rather than the quality of its predictions

(the reverse of the normal case in 'positive economics').

It must be pointed out, however, that opinions differ

widely on the value of such techniques and whether the

'paradigm' is at all appropriate for analysing the

problems of income redistribution and the alleviation

of poverty which are at the core of most development

policies. (Varley, 1978:16)

For instance, the results of J. Brydens' well-known study of

tourist developments in the Caribbean (1973) differed substantially from

A, Forbes' study of the Trinidad Hilton



appraisal methods. Bryden concluded that:

an adequate analysis of the benefits from tourism

indicates rather low net social benefits in the

situation of the smaller Caribbean islands. These

rather low net social benefits contrast with fairly

reasonable rates of private return to hotel investors.

(Bryden, 1973:5)

Forbes, on the other hand, states:

Under all three sets of assumptions the net social

profit was more than double the present-value at

market prices, and the lower the shadow wage rate

the higher the social profit. .When the shadow wage

rate equalled zero the social profit was more than

three times as great as the private profit to the

Industrial Development Corporation. (Forbes, 1976:32)

The findings obtained in cost-benefit analysis can differ considerably in
application and objectivity, as well as lose validity through distortion
by externalities. Yet, as Bryden has shown, such a method for tourism
evaluation can be quite valuable, particularly in the absence of more
satisfactory appraisal methods.

Other approaches to the assessment of tourism in developing areas
have made extensive use of various accounting and survey methods in
order to measure the impacts on society. The most widely used technique
attempting to measure the impacts of tourist expenditure on employment,
production, income, and other aggregates, is the tourism muZtipZierB.
Recently, the use of multiplier analysis has come under criticism from
those who question the appropriateness of the linear production function
or constant returns to scale assumption of input-output analysis (Varley,
1978). Furthermore, it is argued that the tourism multiplier is not at

all indicative of relative benefits unless it is equally applied to other

economic sectors ( Bryden, 1973; Varley, 1978).



Social scientists have also begun to study other aspects of the
impact of tourism in developing regions. Geographers have constructed
spatial models and examined movement patterns, as well as various
environmental consequences created by tourism ( Farrell, 1974; Hills &
Lundgren, 1977). Sociologists and anthropologists have focussed on the
social and cultural aspects and some have analyzed the effects in relation
to broader phenomena, such as urbanization or acculturation (Aspelin,
1977; Greenwood, 1972; McKean, 1973; Nettekoven, 1979).

So far, the impacts on social and cultural life have been of
relatively low importance to tourism planners. The important qualitative
changes have not lent themselves to quantitative evaluation techniques,
Consequently, researchers have, for the most part, succeeded in documenting
a formidable catalogue of social, cultural, economic, environmental, and
psychological effects, much of which is left unrelated to the central
problems of development. Tourism has been viewed as an event and not
as a process in development. Hence, sociocultural impact studies have
been less successful as appraisal methods for influencing tourism planning.

Nonetheless, it is important that studies of this nature be
undertaken, for they reveal the errors and false assumptions by which
some tourist developments have taken place. It is equally important that
impact studies be put into prope~ perspective. In order for these kinds
of studies to have value, the role of tourism in developing countries
must be seen in the process of capital formation and extension from the
developed industrial states. International tourism in the Third World
is highly dependent upon the decision making process, the flow of capital,

and the technology of the developed world. The development of mass



tourism plants cannot exist outside of this context. Thus, as tourism
plays an increasingly larger role in developing economies, the more it
makes sense to examine the "structure" of the tourist industry.

A structural analysis of tourism seeks to identify the long
term patterns of socioeconomic development where tourism plays an
integral part in the economic structure. An examination of tourism's
linkages with other economic sectors, investment, resource allocation,
and demographic and distributional processes outlines the major
structural traits. As yet, there has been little rigorous work along
these lines. Varley( 1978) perhaps best utilizes the structural approach
in his analysis of the tourist dndustry in Fiji. 1In assessing structural
change, Varley concerns himself with measuring the effects of tourist
expenditure on the economy, as well as noting important social
consequences. In particular, he places a special emphasis on the linkages
between domestic producing sectors and the hotel industry, analyzing
their relationship (and lack thereof) to development. Varley concludes
that structurally the economy has become more service-oriented, with
primary production stagnating, but that tourism's role is difficult to
assess due to unreliable and sparse sources of information on ownership
and profitability (1978:103). He does suggest, though, that the
metropolitan based, capitalistic structure of the industry conflicts with
national objectives and that alternative economic activities more in
tune with self-sufficient growth and development be recommended.

B. M. Renaud, in a study of tourism in Hawaii (1972), has taken
a strictly economic appreoach in a structural analysis of tourism's effect

on consumption and production. The study showed that tourism development



did not stimulate local agricultural productivity and questions the
asgsumption that tourism is of great importance to traditional sectors:

Thus the experience of Hawaii indicates that the

rapid expansion of the tourist industry simply generates

a gswitch from an export-led growth based on agriculture

to one based on tourism without the possibility of

a simultaneous expansion of both sectors. Overall,

the growth of the islands has been pro-trade biased

and the increased level of local output has not

been accompanied by a strong increase in internal

integration. (Renaud, 1972:46)
Renaud's conclusion is of particular relevance to other island economies
with large traditional sectors initiating programmes of mass tourism

development.
R. C. Young has taken a structural approach in a sociologically

oriented analysis of the Caribbean tourist industry (1977). Young

attempted to test the hypothesis that tourist institutions tend to :

and reflect the structural characteristics of the society in which they
are introduced, and that tourism in "plantation" types of societies, for
example, would develop along the same lines as other "plantation"
institutions. The research strategy attempted to isoelate dimensions of
tourism and assess the degree of congruence with other political and
economic structures. Young concluded that the tourist industry does,
in fact, develop within the specific political and economic contexts
of Caribbean island societies "without disturbing the basic island
structures" (1977:672). Young then goes on to question tourism's impact
on a given society:

It implies that the tourist industry, whatever its

nature, can, in fact, change the social, economic,

and political 1life of an island. However, this

research suggests that tourism, whatever its form,
is only another manifestation of the existing



social, economic, and political structure.
(Young, 1977:672)

This study, however, fails to realize the nature of social, political,
or economic impacts on traditional structures by not analysing tourism
(or other phenomena) within a historical context. Structural change
has not been examined because tourism dimensions have been treated as
synchronic data. The study only shows tourism as a structural component
of the political and economic systems, with no relation to the process
of development.

Tourism as a tool for fostering greater economic and political
domination in the Third World has been the basis of more radical
analysis of tourism. Studies of less-developed countries' "dependence"
on the industrial states are not only descriptive of the structure of
international trade, but are also qualitative and analytical in
explaining tourism as part of the process of development and under-
development. These studies tend to be highly critical of economic
growth relying upon foreign investment and the capitalist system.

G. Grynbaum (1971), in a study of tourism and underdevelopment
in Latin America, describes how tourism, in the process of serving
American business, works against local development. By diverting
resources and capital away from the poor masses and into the hands of
local capitalists and American multinationals, tourism contributes
towards greater underdevelopment.

In similar fashion, L. Turner (1976) discusses how the tourist
industry is dominated by the industrialized states which appropriate

most of the benefits. As Turner has argued in a previous book (Turner

& Ash, 1975), "it has become clear just how dependent the whole industry
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is on the power of American, European, and Japanese companies. The
advent of mass tourism has not yet improved the position of the Third
World host nations within the total tourist transaction" (Turner, 1976:
15). Turner then goes on to state that the highly skewed distribution
of economic and political benefits in these low growth economies leads
to a greater degree of underdevelopment among the poorer people.

This approach attempts to characterize the structure of tourism
as part of a production process that will not lead to self-sufficiency
or development in the less-developed countries. Tourism is a package of
export commodities that is subjected to the production conditions (prices,
incomes, imports, policies, etc.) of developed countries. Economic and

political dependence make the host country highly susceptible to

n
=h

disturbances from external forces (i.e. fluctuations in commodity prices
and tourist demand). Moreover, tourism may exacerbate existent
inequalities by affording the local elite increased economic and
political power. As a result, pockets of wealth coexist with widespread
unemployment and poverty in the rest of the economy, with little more
than production in the primary sectors, independently producing domestic
sectors (with few interlinkages), and a continuance of "plantation

type political and social processes.

The main weakness of studies of this nature has been the level
of generality used to explain underdevelopment. Progress in ~oplying
this kind of structural analysis to tourism "will depend on the
identification of specific patterns of development in a quantitative

framework" (Varlcy, 1978:19). Developing countries have had different

historical experiences due to different patterns of social and economic
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relations in their development process. What role tourism plays in a
country's growth pattern must be determined and the dependent variables
isolated. A structural approach must examine the specialization of
tourism services and demonstrate the relations to self-sufficiency and

equitable socioeconomic development.

1.2 Scope of the Study

Literature on tourism in Sri Lanka is virtuwally non-existent,
as it is with many other less-developed countries. Apart from the
marketing profiles, survey reports and conference proceedings by the
Ceylon Tourist Board4, there exists only a few outside independent
reports (Economic Intelligence Unit, 1974; Goonatilake, 1978; Radke,1975).
This demonstrates the need for further independent research on tourism
in Sri Lanka.

It has been the stated objective of the present Sri Lankan
government to accommodate the international tourist industry and project
the growth of every aspect of the industry in an effort to lure as much
foreign currency as possible. The necessity of foreign exchange in Sri
Lanka cannot be understated due to the growing demand for costly imports
and the declining dimportance of traditional Sri Lankan exports. Yet,
neither the government nor the foreign "tourist experts" have deemed it
necessary to analyse tourism's viability and appropriateness in the
development context or examine the social and economic costs to the
local people. The absence of impact surveys and other forms of analysis
attests to this fact. It has been assmmed by some industry and

government officials, unquestionably, that tourism would foster economic
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and social development because it has benefited other less-developed
countries. This kind of thinking reveals the ignorance and deception
fostered by interests that lie outside developing regions5 and the
extension of these interests among Sri Lanka's own "corporate elite"
(Centre for Society and Religion, 1977).

This study is a broad structural analysis of tourism and its
effects on Sri Lankan society. It is essentially prefatory and seeks
to raise more questions than answers. It is based on the belief that
a greater coordination is needed between planners, governments, academic
researchers, and local people in order to adequately plan for development.
Hopefully, then, this study will aid others formulate better questions

and consequently envisage new avenues for social research.
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FOOTNOTES TO CHAPTER 1

For a good bibliography on social science literature concerning
tourism, see V. L. Smith (1977).
Economists typically use "shadow prices'", or accounting prices, as
a means of adjusting market prices to reflect more closely, in the
economist's view, the products' scarcity values. Prices in the
Third World do not reflect the true scarcity values on marginal
productivities of their resources. The same is true with factors
of production. Setting a shadow price allows costs to be estimated
from the standpoint of the analyst, according to criteria the
analyst deems justified; this reflects a conscious decision which
has led critics to draw attention to potential individual bias:

The process of shadow pricing presupposes, first, a

well defined social welfare function, expressed as a

mathematical statement of the country's objectives,

so that the marginal changes can be evaluated; and

second, a precise understanding of the constraints

and policies that determine the country's development,

both now and in the future, and hence the existing or

projected circumstances in which the marginal changes

will occur. (Squire & Van der Tak, 1975:49)
Inevitably, cost-benefit analysis requires extensive value judgements
by the analyst, which effectively conceal political and/or economic
interests behind a highly technical project report. For a fuller

discussion on fundamental problems of cost-benefit analysis, see

E. J. Mishan (editor), Cost-Benefit Analysis: An Informal Introduction

(London: Allen and Unwin, 1975); F. Stewart, "A Note on Cost-Benefit

Analysis and Class Conflict in Lesser Development Countries', World
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Development, 3(1), 1975.

R. G. Varley describes the tourism multiplier thus:

The relationship between an initial injection of tourist
expenditure and the subsequent value added that is
generated.... Constraining the creation of income are
leakages from the system, particularly those of foreign
exchange, arising out of the purchase of intermediate
and capital goods from abroad and the repatriation of
profits, which result in increased income to foreigners.
At best the tourism multiplier should be regarded as a
summary measure of the degree of linkage between tourism
and other domestic sectors, and statements about the
interdependence of tourism with other sectors are more
meaningful when similar exercises are carried out for
other sectors themselves., (1978:5)

Also, see J. Bryden (1973) for a critique on multiplier analysis
in the Caribbean.
This includes reports compiled by outside tourist specialists for

the Ceylon Tourist Board, such as the following-: Ceylon Tourism

Plan, by the firm of Harris, Kerr, Forster & Company (1967); Report

on Tourism in Ceylon, by G. S. Kovach (1965), tourism advisor to the

Middle East and Southeast Asia, United States Operation Mission;

Tourism in Ceylon, by S. N. Chib ( Colombo: Ministry of State, 1965),

U. N. Advisor on Tourism to Ceylon; and, Report-on the Prospects

for Tourism Development in Ceylon, by H. D. Davis (Colombo: Ministry
of Planning and Economic Affairs, 1968), of the International Bank
for Reconstruction and Development (I.B.R.D.).

See, "Justifications for Tourist Development', Ceylon Tourism Plan,

Harris, Jerr, Forstcr & Company (1967).



CHAPTER 2

THE DEVELOPMENT OF INTERNATIONAL TOURISM

2.1 Historical Development

Tourism is a recent phenomenon. This is particularly true of
travel to areas outside of Europe. Transportation is the necessary
pre-condition which demarcates the following three principal epochs of
tourism: (1) travel prior to the Industrial Revolution; (2) the age of
steam powered locomotion; and (3) post-1920s tourism - the epoch of

internal combustion and civil aviation (Burkart & Medlik, 1974).

Z2.1.1 Prior to the Industrial Revolution

Travel prior to the Industrial Revolution was largely a matter
of religious pllgrimages and of business purposes, and there was very
limited private travel (Burkart & Medlik, 1974). The principal mode of
transportation, until the eighteenth century, was the horse and wind-
powered sailboat.

Toward the end of the Renaissance period, private travel among
northern European aristocrats (mainly the British) to Italy and the
Mediterranean developed into an important activity by which the wealthy
young became "civilized" through exposure to southern European art,
architecture, history, and manners. This concept of foreign travel
became known as the "Grand Tour" - a part of the socialization and
enculturation process of the ruling class. Tourism to the ruling elite

15
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was not an activity separate from work, for leisure during this period
was characteristic of social class. Thus, the "Grand Tourist" has
been described as:

a member of an international elite whose aim it was

to safeguard and perpetuate the interests of the ruling

class.... It served as an education in culture,

economics, history and political diplomacy. In many

ways, then, the Grand Tour was not so much an escape

or a rest from the day to day affairs, but an

occupation of the aristocracy. The tour was itself

a means for separating and maintaining the boundaries

of nobility from "more" common folk. (Turner & Ash, 1975:33)

The scale of tourism prior to industrialization was very small
and limited to only a fraction of the European population, For the

majority, the idea of leisure and travel did not exist; life beyond the

village and market district was an unexplored mystery.

2.1.2 The Steam Age

The changes the Industrial Revolution brought about in the
economy and society had many important cohsequences for tourism. The
dramatic growth and shift of population from the rural areas to the
emerging industrial towns led to the creation of new purchasing power,
stimulating consumer demand for foreign commodities (Bufkart & Medlik,
1974:6). The dramatic upsurge in foreign trade was instrumental in
broadening the base of tourism through innovations in transportation.
By the nineteenth century, railways and steamships dominated the transport
sector, providing a means of extended and efficient travel for the newly
formed industrial middle class - a new wealthy elite that had adopted
the idea of leisure as distinct from the work process.

The growing complexity of industrial life and the increased

prosperity of industrial area residents led to a greater demand for
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leisure services. The need arose for a travel organizer who could
coordinate tourist services for the traveller on behalf of the hotels
and transport firms. Thomas Cook was the first such organizer. With
the support of hoteliers and the railway firms, Cook created the
charter tour. By the 1880s, Thomas Cook provided tours throughout the
European continent, the United States and parts of the Middle East, as
well as banking and foreign exchange services, hotel coupons, and guide
books. Before long, Thomas Cook & Son had offices situated in most
parts of the Worl& (Burkart & Medlik, 1974:15).

By the end of the nineteenth century tourism had become an
established activity of the industrial elites. The military and
political supremacy of the United Kingdom and France ensured that their
citizens were treated in the finest fashion, suitable for bourgeois
mentality. However, the idea of tourism also began to take hold of the
lower working classes in the industrial centers, and the notion of an
annual holiday began to take shape. Workers sought escape from the
maladies and drudgery of industrialization, usually a trip to the
countryside. International travel was still an expensive undertaking

which was beyond their means.

2.1.3 Post-1920s Tourism

The First World War (1914-18) greatly accelerated the development
of tourism through improvements made to the internal combustion engine
and the creation of commercial air travel. The refinement in car
manufacturing systems brought the price of cars down, profoundly changing
the nature of regional tourism, and the formation of Imperial Airways

in 1924 pioneered international travel for the richer tourist (Burkart &
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Medlik, 1974:30). The tourism periphery had extended itself to such
places as Bali and Tunisia for the aristocrat, to the Riviera for the
industrial bourgeois, and to more regionally located, less exXpensive
European and North American spots for the less wealthy. By 1939, the

Holidays with Pay Act had secured the tourism activity for a

considerable part of the British population (with other countries
following), and a realizable goal for all (Burkart & Medlik, 1974:25).

The Great Depression of 1929~31 had a devastating effect on
elite luxury tourism, particularly in the Riviera. Devoid of the big
spenders, the exclusive pleasure reserves were no longer able to
maintain the illusion of aristocratic grandeur. Prices fell in order
to meet the demands of lower class tourists. The Riviera, and other
established tourist enclaves, suddenly became the market for mass
tourism. By the end of the 1930s, the scope of international tourism
had become generalized as more and more people in the industrialized
centers found it within their grasp to travel abroad for their holidays,
on packages arranged by the numerous travel agencies. The idea of a
paid holiday was the most single important factor contributing to the
extension of tourism to the working people. Tourism ceased to become
an activity of the elite; it became a national habit.

After the Second World War (1939-45) considerable improvements
in transportation, particularly in aviation, created an enormous upsurge
in travel. Americans began to find Europe as cheap to travel to as the
Caribbean, and Europeans started to migrate towards the Caribbean for
their holidays. The Japanese and Australians also became important

AnATe e

travel markets., By the 1950s, inte-aational tourism had

o
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activity. Tour operators found their traditional reserves being
encroached upon by firms from other industrialized countries. Resort areas
in the Caribbean, for example, found themselves competing with attractions
in Europe, Africa, and even Asia for their traditional American clientele.
In the 1950s, world tourism statistics started to be seriously
gathered; between 1950 and 1956 travel between O.E.C.D. (Organization
for Economic Co~operation and Development) countries grew on the
average by 14% per annum, and from 1956 into the 1960s the growth rate
averaged around 107 (Young, 1973). Tour operators increased in numbers
and power and became the principal medium of holiday travel. They were
a significant factor in tourism's high growth rate since the 1950s,
The success of the operators in luring tourists by cheap tours
led to increased competition between firms. As a result, three structural
characteristics of modern mass tourism began to emerge. Firstly,
increased competition between established tourist zones (e.g. Riviera,
Mexico, Mediterranean) led tour operators to look to regions that were
farther afield which were already fashionable spots for the richer, more
adventuresome tourist - like resorts in Africa (Tunisia, Kenya, Tanzania),
in Southeast Asia (Bali, Singapore, Thailand), as well as resorts in
South America and the South Pacific. As tourist development extended
to these regions another striking event was taking place - other tourist
spots were losing their appeal. Consider, for example, Torremolinos,
Spain. A poverty stricken village in 1955, by 1960 it had become one
of the top fashionable resorts in Spain. A movie made nearby with
Brigitte Bardot luring Hollywood buffs, a review by Playboy, and a

novel written by James Mitchener, The Drifters, immortalised the region
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(Turner & Ash, 1975:99). But when the stars left, so did its mystique
and the tourists. Turner and Ash write:

There is nothing unusual about the rapidity of this

change. After all, products have a limited life

and, at the end of it, the industrialists replace

them with new ones. But the "product" in tourism is

not a car or cough mixture, but towns or regions

which cannot be junked when the tourists choose to

move on. Admittedly, the industry in its air-borne

phase is too new for definitive statements but one.

suspects that we have created a series of totally

artificial towns whose ultimate fate must be to be

dynamited into the sea once the tourists lose interest

in them. Certainly, the tourists will move on. That

is what the impact of air travel is all about. (1975:99)
Finally, the third characteristic is the vertical integration of the
tourist industry itself, The increase in competition between tourist
firms on a global basis has led to an increase in capital concentration
and the internationalization of units of production. Airlines have
invested in hotels, tour operators have taken over the functions of
travel agents, and banks and other credit institutions have entered the
industry. The larger conglomerates of production units have had access
to greater resources enabling them to streamline operations. This has
afforded them an advantage in the marketplace, particularly with the
increased costs of production. Pyramidal growth of the tourist industry
in the form of multinational and multicorporational firms have resulted
as they have penetrated each other's markets in their drive toward
capital accumulation.

Amalgamation, in its latest stages, has increased interdependence
between international firms and dependence of the Third World tourist

economies on these firms. The consequences of this trend for developing

countries is of central importance, politically, socially, as well as

economically.
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2.2 Modern Mass Tourism — The 60s and Beyond

By the early 1960s, jet travel made possible the spread of
international mass tourism to more distant destinations. From 1960 to
1970 total tourist arrivals and expenditure receipts escalated at an
average yearly growth rate of around 107 and, for some developing
countries, at a much higher rate (World Bank, 1972). 1Its economic
consequences cannot be overlooked: during the late 1960s and the 1970s
it accounted for the largest single item in world trxade. For some
countries it has been the largest source of income, particularly small
island countries such as in the Caribbean (Caribbean Ecumenical
Consultation, 1971). Tables 2.1, 2.2 and 2.3 show the growth of
international tourism, its growth in developing countries, and the share
of developing countries in world trade and in international trade.

An important catalyst in the growth of international tourism in
developing countries was the emphasis placed on its role in economic
development by delegates at the United Nations Conference on International
Travel and Tourism, held in Rome, 1963. Some of the important
considerations were as follows:

In effect, the United Nations recognized that international

tourism represented not only a promising source of foreign

exchange for developiug countries, and a powerful

influence in stimulating industrial development, mobilizing

natural resources and developing the services and

communications industry (which are fundamental to

economic growth), but that the industry also was

labour intensive and could lead to greater employment

opportunities, (Peters, 1969:13)

The priority given to tourism at this conference as a means for economic

development was, in retrospect, an important factor in influencing

certain developing countries to adopt international tourism as part of
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their overall development plans.

Table 2.1

International Tourist Arrivals
and Receipts: 1950-1979

Years Tourist ArriVals1 Tourist Recei_pts2

Numbers Annual Index Amount Annual

(million) Increase % $ billion Increase 7%
1950 25.3 - 100 - -
1958 55.3 - 219 - -
1959 63.0 13.9 249 - -
1960 71.2 13.0 281 - -
1961 75.3 5.8 298 - -
1962 81.4 8.1 322 7.8 6.8
1963 93.0 14,2 368 8.3 6.4
1964 108.0 16.1 427 9.6 15.7
1965 115.5 6.9 457 11.0 14.6
1966 130.8 13.2 517 12.5 13.6
1967 139.5 6.6 551 13.4 7.2
1968 139.7 0.1 552 13.8 3.0
1969 154.1 10.3 609 15.4 11.6
1570 168.4 9.3 666 17.9 16.2
1971 181.5 7.8 718 20.9 16.8
1972 198.0 9.1 783 24.2 15.8
1973 215.0 8.6 850 27.6 14.0
1974 201.4 6.3 796 34,1 23.6
1975 206.9 2.7 818 38.6 23.2
1976 227.0 9.7 897 43,7 13.2
1977 243.6 7.3 963 52.4 19.9
1978 259.2 6.4 1025 65.1 24,2
1979 270.0 4.2 1068 75.0 15.2
1.

The World Tourism Organization definition of an internmational tourist
is a person visiting a country other than that of permanent residence for
at least 24 hours, whatever his motive for travel (i.e. business, holidays
and other travel).

* These figures exclude payments for international transport.
Sources: World Tourism Organization, Fifth Annual World Tourism

Review (New York: American Express, 1980)
Young, G. (1973)
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Table 2.2

The Growth of International Tourism
in Developing Countries: 1962-1973

Years Tourist Arrivals Tourist Receipts
Numbers  Annual % of Amount Annual 7% of
'000 Growth %Z World Total § million Growth 7 World Total

1962 5,973 - 7.3 1,468 - 18.8
1968 10,300 - 7.4 2,348 - 17.0
1969 13,374 29.8 8.7 2,539 8.1 16.5
1970 16,151 20.8 9.6 3,389 33.5 18.9
1971 20,100 24 .4 11.1 3,865 14.0 18.5
1972 26,655 32.6 13.5 4,909 27.0 20.3
1973 29,400 10.3 13.7 5,737 16.9 20.8
Source: Varley (1978)
Table 2.3

The Share of Developing Countries in World Trade
and in International Tourism: 1962-1973

Years Share of World Trade Share of Int'l. Tourism Receipts
Value Share % Value Share 7%
$ million $ million
1962 29,100 20.5 1,468 18.8
1968 44,350 18.5 2,348 17.0
1969 49,520 18.1 2,539 16.5
1970 55,450 17.8 3,389 18.9
1971 63,010 18.0 3,865 18.5
1972 74,650 18.0 4,909 20.3
1973 102,500 18.1 5,737 20.3

Source: Varley (1978)

With more and more countries entering the travel trade, the
growth and specialization of tourist services became increasingly
noticeable. - Travel agencies began to appear in large numbers, tour
operators expanded to become the most vigorous sector of the holiday
market, and airlines and the accommodation industry became closely

associated. By the 1960s, the airlines, "concerned that the supply of
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aircraft seats might outstrip the supply of hotel beds", entered the
hotel industry (Burkart & Medlik, 1974:33). Pan American acquired the
Intercontinental Hotel chain, TWA acquired the Hilton International,
and other major airlines developed interests in hotels.

This vertical integration was not limited to airlines and hotels.
Other multinational firms and banking institutions became involved;
airlines and hotels became part of larger multinational concerns (e.g.
International Telephone and Telegraph), tour operators became associated
with credit firms and large retail enterprises (e.g. Sears), and other
tourist-related services began to merge. Some tour operators have
become so successful that they have been able to own and operate their
own hotels and airlines, managing nearly the entire tourist product
(e.g. Club Mediterranean). This integration has ensured these larger
tourist enterprises greater control over market forces, and thus
stronger bargaining positions with host countries, greater consumer
exposure through monopolistic advertising, and, thirdly, greater stability
in times of ecomomic uncertainty and risk as a result of increased
diversification.

Another important innovation contributing to the success of mass
tourism has been "service standardization" within the firm: franchising.
This has not only reduced cost in operation, but has also ensured that
maintenance of operations is kept under company control. By specifying
patent designs, the Hiltons, the Intercontinentals, the Holiday Inns, and
the others protect their subsidiaries from outside competition. For
developing countries harbouring foretgn franchise outlets, this has

entailed the formation of fewer internal linkages and a greater reliance
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on external imports, technology, and management.

As fhe industry has matured and developed, a greater demand has
also presented itself for holidays to more remote areas. High prices,
poor services, and overcrowding in the traditional, overdeveloped resort
areas has encouraged tourists to seek new destinations, like Sri Lanka
or the Seychelles islands. This demand, coupled with the need for
foreign exchange, employment, and development in these areas, has led to
a rapid expansion, and, unplanned expansion, of the tourist industry
in the less-developed countries, The economic, social, and cultural
impacts brought about by rapid large-scale tourist development in these
"undisturbed" regions is a new concern that calls for a more critical

look at the scope and nature of international tourism.

2.3 The Impacts of Tourism

The impacts of tourism on the economic, social, and cultural
aspects in a developing region are essentially the outcome of three
variables: (1) tourist expenditure patterns, which vary over a long
period of time with respect to changes in the tastes and incomes of
tourists and the supply conditions of the industry; (2) investment,
which occurs over a relativ~ly short period of time; and (3) intercultural
interactions -~ direct and indirect exposure of local residents to tourist

lifestyles.

2.3.1 Tourist Expenditure Effects

Tourist expenditure initially effects those sectors that directly

supply tourist needs, such as transportation, accommodation, food and
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beverages, shopping, and leisure pursuits (recreation & entertainment).
The income that is accrued by these primary factors of production goes
toward employment costs as well as the purchase of intermediate goods -~
i.e. goods which are used in the production of other goods, rather than
for final consumption, such as steel, Employment generated depends on the
labour intensiveness of the sector, and its value is measured in the
opportunity cost1 of providing that type of employment. The income used
for the purchase of intermediate goods then goes toward employment in

that sector, as well as its purchase of intermediate goods. This process
may repeat itself successively as income is distributed down the line

of production. The measure of the relationship between the initial
expenditure and the value added as the income distributes itself throughout
the sectors is known as the '"tourism multiplier'. Essentially this is a
summary measure of the degree of linkage between tourist services and
other economic sectors (Varley, 1978:5). The more intensive the linkage
between tourism and domestic sectors of production, as well as between
these sectors, the more effective tourism is at distributing economic
benefits throughout the host society.

Within developing countries there are a number éf factors that
constrain the creation and distribution of income throughout the economy.
Because of the monopolization of tourist service firms by foreign based
multinationals, much of the tourist development within developing
countries is controlled by outside interests through investment capital,
management, and transference of technology. In 1972 the World Bank
estimated that, excluding travel costs which may amount to 607% of the

curist expenditure, normally 607% to 75%Z goes on food and
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accommodation. In many developing countries the accommodation sector
is largely composed of capital-intensive hotels which purchase
intermediate goods from a foreign dominated industrial sector or from
foreign sources. The latter is particularly the case with small "open"
economies, such as in the Caribbean. On the whole, studies have shown
that tourism expenditure effects on value added within many developing
countries are very small when compared to larger developed economies
(Bryden, 1973; Elkan, 1975; Varley, 1978).

Because of the high import requirements of modern tourism
developments, relatively little tourist expenditure finds its way into
domestic sectors of production. Some stimulus may be given to growth
in the informal and petty manufacturing sectors, but tourist expenditure
appears to contribute little to growth in the formal traditional sectors.
This is due to the fact that there are weak forward and backward
linkages. Varley suggests that:

a transference of the technology of the modern

hotel/resort to the developing countries is likely

to generate high import requirements, relatively

weak backward linkages and practically no forward

linkages.... Forward linkages means that the

supply of an output reduces the costs and/or

increases availability of inputs to other sectors,

thus expanding the range of productive opportunities,

whilst backward linkages operate through the

intermediate purchase of the industry. (1978:6)

Much tourist expenditure goes toward the purchase of capital
(i.e. goods which are used in production and which have themselves been
produced) and intermediate goods which, as a result of the structure of
ownership and control, finds its way into the hands of the multinational

enterprises rather than local production sectors. Furthermore, the

domestic sectors which may be providing goods to the tourist sector are
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generally susceptible to exploitation in terms of unequal exchange
relations. Multinational tourist firms have access to worldwide sources
of supply which gives them a competitive edge in market relatioms, even
to the point where they cam become price-setters. In this manner, the
growth effect of tourist expenditure is effectively minimized for the
developing region.

The fact that modern tourism developments tend to maintain few
linkages with local production sectors does not preclude value added
from being generated. All things considered, the ability to generate
value added lies within the level of consumer demand. It tourism
expenditure is appreciably high in modern resorts, the amount of value
added (i.e. mark-ups) may be considerably higher than for less import-
prone developments with few tourists. This has been the main argument
put forward by planners justifying capital-intensive developments.
However, this policy does not ensure an equitable distribution of benefits
throughout the economy as more labour-intensive resorts are designed to
offer.

Another way in which tourist expenditure may fail to benefit
the‘host society is through the abuse of foreign exchange controls and
other tax evasion strategies by the international firms. Varley suggests
that "transfer pricing" may be one method:

for example, expenditure made by tourists in the tourist-

generating countries for goods and services to be supplied

in the receiving country may not be made to the foreign

owned domestic enterprise or, alternatively, may be under-

stated as part of a multinational tax-minimizing strategy.

(1978:7)

Furthermore, he suggests, travellers' cheques and credit card trans-

actions complicate matters by avoiding local banking channels which
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benefit from exchange rates.

The most important effect of tourist expenditure in a developing
region is through employment. Writing of Fuenterrabia in Spain,
Greenwood states: "The major impact of tourism on local people over the
past twenty-five years can be summed up in one word: jobs" (de Kadt,
1979:34). Tourist expenditure varies considerably between developing
areas, depending on the size and structure of the industry, as well as
the social and economic conditions of the host country. In some small
island economies, like Bermuda, tourist expenditure may go towards the
employment of 50% of the labour fource, wheras in other islands, such as
Tahiti, Bali, or Malta, employment generated may be less than 5% of the
labour force (de Kadt, 1979:36). However, indifect employment may
account for a much larger proportion of the labour force that is not
normally given consideration.

Tourist expenditure in the formal sector (e.g. hotels, etc.)
goes toward direct employment as part of the overall investment costs.
Its impact is a function of the scale of operations; employment
opportunities created by direct investment are fueled by the size of the
tourist expenditure. Income distribution occurs within the structure of
the industry as a form of trickle down through the cost system. As such,
the labour intensity of a resort may be determined by the proportion of
its total costs paid out in wages to its workers (Marshall, 1977).

Indirect employment created within the formal sector depends on
the degree of linkage between sectors meeting final tourist demand and
other local producing sectors (Varley, 1978:10). In Tunisia, for

example, there are three to four persons indirectly employed for every
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hotel employee, whereas in Kenya indirect employment is only around

1.75 persons for each hotel job (de Kadt, 1979:39). Tourist resort
areas with few linkages with domestic sectors suggest a relatively low
"tourism employment multiplier" (i.e. the ratio of total (direct and
indirect) to direct employment). Evidently, the generation of indirect
employment in the formal sector depends upon whether import-substituting
policies are adopted, strengthening intersectoral linkages, or foreign
exchange maximization followed through high mark-ups on imported goods.
The distribution of benefits to the local people is the burden of

proof as to which strategy is most effective.

Employment in the informal sector is a direct function of
tourist expenditure rather than investment. In fact, considerable
employment may be informally generated through tourist expenditure
(high demand) by small-scale entrepreneurs offering goods and services
directly to tourists. Street vendors, unregistered guides, beach boys,
prostitutes, touters, and so on, comprise this sector. Informal sector
employment is an important but much neglected area of study (Inter-
national Labour Organization, 1972). In many cases, this sector can
provide more opportunities for employment than the formal sector,
depending on demand and other factors, such as government policy.
Prostitution, for example, is a source of informal employment that is
openly tolerated in some countries (e.g. Thailand) but not in others.

Finally, tourist expenditure is a source of government revenue.
Direct taxation on tourists, collected as entrance fees, and indirect
taxes on consumer items, help finance the generally heavy infrastructure

costs. But, for many developing countries, government revenue from



tourist taxation may be negligible because of concessions granted to
the industry, which claim that taxes would act as a disincentive to

potentiai tourists.

2.3.2 Investment Effects

The effects of tourism investment expenditure are principally in
the formal sector, mainly in construction and transportation. Again,
the degree to which expenditure benefits the local economy is dependent
upon the strength and number of linkages created with domestic producing
sectors. The type of tourist development strongly affects import
content. In cases where the accommodation sector is dominated by
foreign franchises, like the Hiltons or Holiday Inns, construction
and operational maintenance expenditures (including salaries to
expatriate technical and management personnel) will be more import~
intensive than forms of domestic construction.

The amount of employment generated by investment-tends to be
positively related to the size of operation and, initielly, is an
impottant feature of tourism development. Modern resort construction
may temporarily relieve unemployment strains but the short life span of
the investment period often leads to later structural problems. As
de Kadt states (quoting Green), "a building boom in tourism causes serious
problems in the construction sector. 1Initial demand strains capacity and
pushes up prices; then after the tourism sector enters a period of
moderate growth there are major adjustments as the construciton industry
contracts' (1979:41). Inflation and the transformation of land usage
may bring drastic changes to social and economic relations, such as in

cases where tenants are forced off high rent lands to find work in urban
'
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areas. de Kadt (quoting Noronha) states that "tourism cycles can mean
unemployment of many who have been attracted to urban areas by toutism.
The unemployed would then find themselves living in tropical slums,
frustrated and unable to return to a substandard lifestyle" (1979:41).

"Structural unemployment" caused by this contraction in the
construction sector, and uneven investment in other sectors, is
especially serious in smaller economies where the construction industry
is the major employer (Varley, 1978). Luxury modern resorts tend to
generate more employment per room but the high cost per work place and
the few intersectoral linkages inevitably lead to employment problems
in small "open" economies lacking a diversified resource base. As Elkan
(1975) shows in his survey of tourism employment in Kenya and Tanzania,
tourism as an employment creator is greatly dependent upon the policies
pursued (foreign exchange maximization vs import-substitution) with
regard to the form of tourist resort development. Elkan discovered that
the larger the hotel, the higher the cost per work place, and this often
surpasses capital-labour ratios in the manufacturing sector. Elkan states:

Some forms of capital formation in jndustry have as

their very object to replace labour by machines; in

such a case, the effect of capital formation would

in any case be to reduce employment, not to increase

it.... 1t is nevertheless surprising - and quite

contrary to common belief ~ that the cost of creating

one hotel job should be apparently so much higher

than in manufacturing.... Everything, in a sense,

depends upon the linkage or indirect effects created

by tourism. (1975:129)

Investment expenditure, like tourist expenditure, provides
additional revenue for the host government through import taxation,

exchange controls, and the 1ike2. But, as described earlier, the

bargaining leverage of the international firms has effectively minimized
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revenue through tax and import concessions.

2.3.3 Social Effects

The important feature that distinguishes tourism from other
exporting activities in developing countries is the fact that tourists
must come to the developing country in order to consume the product.

"It is the consequences of this confrontation, rather than the
consequences of the mode of production per se' that has been ignored by
economists and tourist management experts (Bryden, 1973:92). As
commented on by the World Council of Churches:

An excessive number of tourists can generate social

strains in emall and unsophisticated communities.

The human effect, on this scale and on the international

scale, of competition for tourist "consumers' has

been given too little attention and deserves serious

research. (1970:21)

Modern resort tourism in developing countries, and particularly
rural areas, give rise to various social dislocations. In Malta, for
example, family ties have been loosened ard intergenerational conflicts
have emerged as a result of changing social values among the youth
working in tourism (de Kadt, 1979:43). Contact with rich white tourists
has . also brought about some significant changes in social life in the
Seychelles - "an increasing matriarchal family, for example, and growing
resentment of tourists by the displaced Seychellois male" (Wilson, 1979:
224). It was noted that hotel jobs are particularly attractive in the
Seychelles because they bring the girls into contact with Europeans.

Parents often turn a blind eye to their daughters' fraternizing with

such people, whereas to associate with Seychellois men in a similar

fashion would not he tpler

ther social researchers have aliso
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drawn attention to important social changes in rural lifestyles as a
result of tourismS.

In most developing countries nurturing large-scale tourism, the
tourist is protected as much as possible, by the tourist organizers,
from the human degradation, poverty and exploitation that exists outside
the confines of the resort area. ''The Moroccan government, for example,
has built miles of walls to hide shanty towns outside Rabat from the
tourists' gaze" (Asong, 1973:28). And luxury air-conditioned vans wisk
tourists to their feature location, allowing only glimpses of the true
cultural life of the destitute. The fact that tourists are pampered in
luxury is suggested by some to give rise to feelings of relative deprivation
and, thus, resentment (Bryden, 1973). Demas (1963) has raised this
problem in relation to tourist developments, land usage and inflation
in the Caribbean. And Wilson has also suspected this to be the case
in the Seychelles:

"the feeling of relative deprivation may be compounded

by historical inequalities associated with membership

of a racial group'". This may be one factor that

contributes to an increasing resentment shown toward

tourists by many Seychellois. One indication of how

visitors to the islands are perceived by the Seychellois
themselves is that the word "tourist" has been

mistranslated into Creole as tous riches (all rich).

(1979:230)

Another type of social effect, and, indeed, another explanation
of local resentment toward tourism, is the so-called corrosive effect
of tourism on the culture and value system of the host country (Bryden,
1973, Turner & Ash, 1975, Wilson, 1979). Under this effect, local

culture is commercially exploited and devalued, leading to a loss of

dignity and self-realizatio

o
siLLy <20 L0241 Y
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of "goggling strangers'". Bishop Ban It Chiu of the World Council of

Churches states:

People in Southeast Asia who were at the receiving

end of the tourist boom often felt that they were

made into something like a human zoo. Tourists came

along to see '"the natives" and to study the odd

habits of the natives. Local people were thus

encouraged to be "interesting natives" and go

through traditional movements for the benefit of

goggling strangers. It robbed a people of their

dignity to be treated as zoo-objects. (World Council

of Churches, 1970:31)

Yet, it can also be said that ""tourist interest" in local culture
and artifacts has stimulated a local pride in, and enthusiasm for, local
culture and traditional arts and crafts (McKean, 1972; Silva, 1978;
Wilson, 1979). The resurgence in '"native folklore" and domestic cottage
industries has been seen by many to be a positive social and cultural
effect attributable to tourism, though, it must be pointed out, there
is little evidence to substantiate the fact that commercialization and
stimulation of the production of culture is indicative of a "cultural
revival". This is an area that is in need of further research by
cultural anthropélogists}

The growth of tourism in developing regions, and, concomitantly,
the growth of commercial outlets in general, increases the exposure of
the local population to the Western value system which the tourist
industry reflects. This encourages the spread of commercialized tourist/
host relations throughout the tourist sector which, if not managed
properly in promotional literature, could lead to dissatisfaction and
resentment between tourist and host (Bryden, 1973). This has already

led to social conflict in various "fun-loving" tourist paradises

(Grynbaum, 1976).
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Finally, intercultural contact is also said to bring about social
change through what is commonly referred to as the demonstration effect -
the adoption of tourist attitudes, values and behaviour by local
residents. Greenwood (1972), for example, noted that in Fuenterrabia
local people began to emulate lifestyles similar to that of the middle-
class tourists they saw. Varley (1978) noticed similar patterns among
the local people directly employed in the industry in Fiji, and Wilson
(1979) writes of the adoption of European attitudes and behaviour among
the Seychellois. Some claim that this demonstration is positive because
it encourages people to work for things they have not got, and some see
it as a negative social effect because it leads to increased Western-
style consumption patterns and hence a higher marginal propensity to
import (Bryden, 1973:95). Analysis of the tourist demonstration effect,
however, is extremely difficult because tourism is only omne factor
among many agents of change. The media (radio, press, advertising,
billboards, television) may also be identified with demonstration effects,
thus confounding the tourism variable. Or, as Wilson suggests, the
emulation of Western ways and increased consumption of imported
commodities can be "interpreted not so much as emulation of tourists -
the demonstration effect - but rather as a predictable emphasis on and
extension of existing cultural values and priorities (1979:230). As
such, the demonstration effect is a loose and vague concept that is
difficult to observe empirically and, by itself, is weak in explaining

social change.
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2.4 Summary

1. This chapter started with a brief historical analysis of the
development of international mass tourism, Transportation developments
marked three eras of tourism development: (1) the era prior to the
Industrial Revolution - characterized by the '"Grand Tour'; (2) the
steam age - characterized by increased mobility and prosperity in the
industrializing centers, establishing tourism as an activity for the
wealthy middle-class industrialists; and (3) the post-1920s era -
characterized by Ehe refinement of transportation modes, the "Holiday
with Pay'", and the specialization of tourist services, transforming
"elite tourism" into an activity realized by all people in the
industrialized regions. It was during this era that international mass
tourism became established.

2. The growth of tourism since the 1950s has been marked by
increased global competition between tourist enterprises, leading to
greater tourist development in less-developed countries and the
vertical integration of the industry into larger and more diversified
firms. This increased scope of power of the international tourist firms
has lessened the ability of the less-developed countries to control
their own tourist development.

3. The impacts of tourism development in the less developed
regions of the world are the result of three basic variables: (1) tourist
expenditure patterns; (2) investment expenditures; and (3) tourist/host
interactions., It was suggested that the benefits of tourist and
investment expenditure on the social and economic well-being of the local

people is a function of the number and strength of internal linkages the
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tourist sector has with domestic sectors of production. This directly
translates into jobs and income for rural residents. It was further
suggested that structural imbalances in tourist expenditure and
investment patterns, as evidenced by the construction of captial-
intensive resorts in poor rural areas lacking infrastructure, leads to a
variety of social and economic problems. Finally, the social effects
of intercultural interactions were discussed. It was noted that
international tourism gave rise to certain social changes in developing
regions and, in some cases, has had negative consequences. It was
emphasized that research in this aspect of tourism has been lacking and
that future research is needed to compliment economic analysis of

tourism in less—developed countries.
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FOOTNQTES TO CHAPTER 2

In economics, it is appropriate to define the cost of providing
employment in terms of the value of alternatives or other opportunities
which have to be foregone in order to create employment in that

sector; opportunity cost is concerned with the sacrifice involved

in achieving this.

The government may make additional returns if it chooses to also
invest in this activity, such as in Sri Lanka.

Various conferences have been held on the subject of tourism's

social and cultural effects. See, de Kadt (1979), Farrell (1977),

Finney & Watson (1975), and Smith (1976).



CHAPTER 3

TOURISM IN SRI LANKA

3.1 The Setting

3.1.1 Historical Background

Sri Lanka is a compact island of 25,000 square miles located
centrally in the Indian Ocean at the entrance to the Bay of Bengal, 22
miles off the southern tip of Peninsular India. Widely known as CeyZonl,
the country's official name prior to 1972, Sri Lanka has had throughout

its history close links with the Indian subcontinent with which it shares
many of its basic cultural traits (de Silva, 1974). But, despite its
location and historical links with India, Sri Lanka has evolved and
developed, socially and economically, quite apart from its larger
neighbour. One reason explaining Sri Lanka's distinctiveness has been
its centrality in the Indian Ocean which led to early colonization by
seafaring traders and its eventual transformation into an "export economy"
—-— "an economic system in which nroductive activity is heavily oriented
toward supplying a few primafy commodities to the world market and
consumption is largely made up of imported goods" (Snodgrass, 1966:16).
The impact of the first two European nations to govern Sri Lanka,
the Portuguese (1597-1658) and the Dutch (1658-1796) had been limited to
a narrow coastal belt., Their interests in Sri Lanka were principally
concerned with controlling the trade of aromatics, cinnamon, pearls and

ivory, as well as the proselytization of Christianity. Both of these

40
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powers did little to alter the feudal political, social and economic
structure of the Sinhalese and Tamil kingdoms in the interior.

By 1796 Dutch power passed into the hands of the British East
Indian Company, which by this time had secured control over the Indian
subcontinent. British interests in the early years centered on the
cinnamon trade and it was not until the 1840s, witﬁ the introduction of
the coffee plantation, that Sri Lanka transformed into an export economy.

Snodgrass, quoting a leading historian's reaction to the revolution,

writes:

Bringing with it new modes of economic behaviour and
a host of concepts foreign to the prevailing economic
system, it ate quickly into the foundations of the
existing structure. Capitalism had arrived, and it

is with its advent that the island's modern economic
history takes its start. A virile commercial agriculture
soon displaced in importance the old pursuits of the
people and within the short space of a few years
coffee had made itself responsible for almost a third
of the Government's income.... Thus did Ceylon dance
to the coffee-growers' tune for the greater part of
the 19th century. In the process a new economic
structure began slowly to evolve. The factors of
production - land, labour -and capital - took on a

new meaning; roads, railways and ports appeared

where there had been none before, political affairs
were invested with a novel significance, and class

in the modern sense of the term began its slow growth.
Along with these developments a money economy emerged,
bringing with it a consciousness of prices, profit,
wages, rent and credit.... (1966:17)

The boom in the coffee industry was shortlived. Unstable world
prices and the effects of a severe fungus decimated the product by the
year 1886. But, before coffee had collapsed, farsighted planters and
officials had begun to divert their attention toward the development of
other crops, such as tea, rubber and coconut. The shift to these later

products did not fundamentally alter the structure of the plantation
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system. They, in turn, monopolized the export economy, retaining all

the basic characteristics of the earlier industry: British ownership and
management; British financing; large-scale, factory-style operations
using imported Indian labour; control of the import-export trade by the
British; complete reliance on imported supplies; and complete reliance

on principally British markets for the product (Snodgrass, 1966:21).
Subsistence peasant agriculture, on the other hand, suffered immeasurably
from the diversion of local resources to the plantation sector.
Principally, local agriculturalists lost much of their prime agricultural
land in the wet zone areas (where nearly all rice cultivation was carried
on), in addition to subsidizing the export crops through taxation
payments.

One of the most far-reaching effects of the growth of the estate
sector prior to Independence was the emergence of a class of relatively
wealthy indigenous elites who were involved in various export enterprises,
such as transport agents, merchants, contractors, etc. The new capitalist
class used their wealth for the education of their children in British
universities, a feature which was to have profound consequences on the
future political situation (de Silva, 1974:74).

By the turn of the century, the English-educated, Western-
oriented indigenous middle class had gradually replaced the Britishers
in administrative positions and became very active in the political
arena. ‘Reform movements sprang up alongside growing nationalism:
Progressive reforms and gradualism in constitutional
development characterized the demands of the Ceylonese
nationalists. In this sense Sri Lanka was the ideal
colony which saw a peaceful transition from dependence

to self-government.... Tt was the top elite that was
involved, not the lower layers. (Wilson, 1974:126)
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From 1931 to Independence the conservative national elites were
essentially in political control, under British constitution. Having
interests themselves in the workings of the estate sector, the indigenous
elites sought to maintain the system but, at the same time, pandered to
their constituencies with generous social welfare measures. In this
context, the larger issues of economic development tended' to.be. overlooked
by the contending parties trying to win popularity with short-term

political policies (Wilson, 1974:127).

3.1.2 Independence

After 17 years of internal self rule, Sri Lanka was granted
Independence in 1948. The transfer of power had been accomplished with
an unusual degree éf continuity and without political struggle and mass
action. But, as time was to show, ‘‘Independence changed several of the
key elements of the classical system, contributing in large degree to the
increasing difficulty of maintaining the colonial pattern of international
flows during the 1950s" (Snodgrass, 1966:81); The supply of foreign
capital was severely cuftailed by the decline in world commodity prices,
while the labour supply had increased at an alarming rate, placing a
tremendous strain on resources. In response, the newly formed Sri Lankan
government sought to rectify problems through increased imports and
substantially increased expenditures on transfer payments and social
services, depleting existing foreign assets and leading to a balance of
payments deficit that governments from then on would have to contend with.

Sri Lanka's development problems became increasingly intractable
because economic priorities and growth objectives had been displaced by

social objectives., Attempts to deal with these problems became a political
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football over which the conservative and socialist forces battled for

control.

3.1.3 Objectives and Policies

Sri Lanka's political scene has been one of periodic changes of
government and development strategies, resembling the swinging of a
pendulum between poles of free enterprise and socialism. The conservative
United National Party (U.N.P.) was the first indigenous party to take
office. They initially improved upon the "colonial pattern" by giving
high priority to the development of peasant agriculture, leaving industrial
development to the private sector (Dahanayake, 1977:12). But the
resultant deceleration in export agriculture and the failure to stimulate
industrial development constrained capital formation and import-
substitution {with the exception of rice).

The Sri Lanka Freedom Party (S.L.F.P.) took office from the U.N.P.
in 1956 (under the coalition of the Mahajana Eksath Peramuna - the M.E.P. -
meaning People's United Front) and immediately shifted emphasis to industry.
In contrast to the U.N.P., the S.L.F.P. pursued goals of economic
nationalism and socialism, favouring policies of import-substitution
over free enterprise and foreign exchange maximization. While the U.N.P.
took an ideologically outward-looking stance subscribing to an "open"
economy (i.e., free trade, free entry of foreign investments, a free
domestic market system, and a flexible currency system), the S.L.F.P.
subscribed to an inward-looking 'closed" economy (principally after
1960), concerning themselves with social welfare and the protection of
national interests through public ownership and restrictions on foreign

investments and imports.
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The periods of "open" and '"closed" development policies closely
follow the terms each party was in office (with the exception of 1956-60):
the U.N.P. held office during 1948-56, four months in 1960, and 1965-70
under the leadership of D. S. Senanayake. They were again elected in
1977 under J. R. Jaywardene. The S.L.F.P. (and various coalitions)
held office under the leadership of the Bandaranaike family during 1956-
60 (under the M.E.P.), 1960-65, and 1970-77 (with the United Front).

Since Independence several attempts at accelerating economic
development have been made, but none could be implemented successfully
(Dahanayake, 1977:201). After 1956 export earnings declined dramatically
and Sri Lanka found itself unable to independently finance the growing
demand for imports. Compounding the problem, net foreign capital inflow
dwindled and unemployment soared to the highest level in Asia. Both the
U.N.P. and the M.E.P. tried to cope with these problems by increasing
export earnings. An open economic period ensued, characterized by:

1. Export promotion policies that were confined to

traditional items: tea, rubber and coconut.

2. Inflationary fiscal operations without counteracting

monetary policies.

3. Failure to regulate imports with a sound tariff

policy, according to the availability of foreign

exchange resources.

4. An industrial policy favouring state ownership

and control of heavy industries. (Dahanayake, 1977:203)

The rate of increase in imports and the growing imbalance in trade
forced a reversal in trends; a closed economy period of inward-looking
policies followed from 1961-66. These included:

1. Qualitative restrictions on imports.

2. Maintenance of an over-valued exchange rate

through exchange controls.

3. Continuation of the policy of state ownership

with greater emphasis on import-sgubstitution.

4, Continuation of production subsidies to
traditional exports. (Dahanayake, 1977:203)
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These festrictions on imports (particularly capital and intermediate
goods) and the lack of needed foreign exchange limited the growth of
export-oriented industries. Traditional exports thus continued to
dominate the country's export sector.

By 1966, outward-looking strategies were again initiated. In
order to reduce the dependence on export commodities, which were not very
stable markets, industrial development policies offered attractive concessions
to both local an