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PREFACE

The premise of this book is that tourism has the potential to reduce pov-
erty in developing countries. Tourism as a development strategy has gone
through cycles of hope and myth for the poor. The cycle has shifted from
tourism holding the potential to alleviate poverty to spurring dependency
and deterioration of the standard of living for the population in developing
countries to, currently, a renewed potential for poverty reduction. Most
tourism studies do not contemplate the poverty issue and rely more on
trickle-down assumptions.

After more than fifty years of modern tourism, this industry has yet to
garner the sufficient consensus and support it needs to be fully utilized as
a tool to free the poor from poverty. Part of the problem is that the ability
of tourism to deliver to the poor depends on contextual conditions, such as
the mix of incentives and organizational capabilities. These conditions de-
fine how tourism economies are structured. Recent research indicates that
the impact of tourism on the poor hinges more on the structure of tourism
economies and less on the types of tourists patronizing destinations.

There are numerous advantages to tourism compared to the export of
goods and services. Revenue from tourism may be more stable than rev-
enue from the sale of goods, such as agricultural and mineral commodi-
ties. Additionally, tourism products can extract premium prices due to
their uniqueness and the inability to export the experience, as well as low
transportation and insurance costs. Yet, despite the advantages of tourism
revenue, some critics claim that tourism receipts do not reduce poverty,
but instead entrench inequality. They also argue that tourism may not au-
tomatically relieve poverty. Our research has suggested otherwise.

This book offers a comprehensive and integrated approach to the top-
ic of tourism development and evidence of its contribution to the fight
against poverty. The focus of the book is on the world’s poorest, and the
chapters explore how tourism connects to the poor and unlocks opportuni-
ties to escape the poverty trap. The United Nations is at the eve of taking
score of its aim of halving the poor in the world, according to the Millen-
nium Development Goals (MDGs) in 2015. It is therefore a fitting moment
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to assess the realization of the noble goal to alleviate this global scourge,
specifically by evaluating the capacity for tourism to play a vital role in
poverty reduction.

The MDGs triggered the pro-poor debate on a global scale, a debate
that is centered on the notion that for growth to be pro-poor, growth has
to go hand in hand with the reduction of inequality. In other words, the
growth agenda should be consistent with the equity agenda. Many claim
that income inequality is a barrier to poverty reduction, sows growth
destruction and threatens democracy. The debate on the nexus poverty—
growth—inequality has been strong, extensive, and polarizing over time,
pitting those who claim that there is a positive correlation between growth
and equality against those who assert that economic growth is irrelevant in
reducing poverty when inequality levels remain unchanged. On the other
hand, the shift in focus should change if inequality makes growth unsus-
tainable, thereby disrupting poverty reduction strategies. The latter condi-
tion rigs the focus of economic development.on how to reduce inequality.

Thus far, the tourism literature has not embraced the pro-poor debate
in a comprehensive manner. This book is an attempt to do just that. It will
assess the impact of tourism development on lifting people from below the
poverty level as well as ascertaining if tourism development reduces the
gap between the poor and the more affluent within a country. If, however,
tourism development raises the income of everybody within a country,
more so for the most affluent within that country, then surely tourism de-
velopment may be efficient from an economic point of view but its impact
would.be highly inequitable. This means that tourism would help per-
petuate an unfavorable development, which in the end will slow growth,
thereby making everybody in that country worse off. Assessing the total
impact of tourism development on the poor is therefore a rational impera-
tive. From this perspective, the book provides a holistic look at the power
of tourism development on the poverty issue in developing countries.

Tourism development is credited to be a powerful source of regional
development in developing countries. According to the pro-poor move-
ment, through economic mechanisms such as employment and social and
business opportunities, as well as the appropriate distribution of govern-
ment taxes to the poor, tourism development may reduce poverty. This
reduction in poverty occurs in two forms that contribute to economies.
The primary form spawns direct effects (e.g., jobs created by hotels and
restaurants) emerging from market results and the power relations among
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owners of factors of production (capital and labor). The secondary form
appears as indirect effects spawned by government intervention through
regulation, management of macroeconomic conditions (inflation, employ-
ment, etc.), and transfer to the poor via social policy. Thus, tourism and its
economic contribution are presumed to help the poor.

WHY FOCUS ON THE POOR?

Poverty is conceived as a situation in which a person cannot meet certain
pre-determined consumption requirements or experiences a failure to at-
tain capabilities. The measurement is a head count ratio, a proportion of
the population below the common poverty line established by the World
Bank. This narrow definition is in contrast with a broader definition that
is based on the perception of poverty as a multidimensional construct. The
definition of poverty, according to the latter perspective, has shifted from
it being perceived as due to unsatisfied material needs or being undernour-
ished. A comprehensive definition would show that poverty also entails
powerlessness, inequality, exclusion, vulnerability, relative deprivation,
and marginalization.

The literature has attributed the persistence of poverty to issues related
to resource endowments and accessibility, disease burden or geographical
factors, exclusion, and inequality. Mainstream literature on development
economics reveals three important conclusions. First, economic growth in
developing countries is not persistent. Typically, per capita incomes do not
grow steadily over time. Second, inequality levels in developing countries
have persisted over time. And third, reducing inequality is a complex so-
cial assignment. Too little inequality may remove the incentives for people
to work hard, save, and invest, thereby conflicting with the effective func-
tioning of a market. Too much inequality, on the other hand, could waste
talents and lives, be destructive for growth, and affect democracy. How-
ever, poverty is not only about motivation and choices; poverty is also
about opportunities. Combining motivation and opportunities for the poor
is the combustion that poverty programs require. However, mainstream
development literature has not met the challenge of designing and deliver-
ing a specific pathway or set of pathways to enhance the lives of the poor.

The main premise in the development literature is that the poor should
be helped. Reasons range from moral imperatives to the urgency to stop
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the waste of lives, talents, and capital. The debate lingers around the most
effective ways to remedy poverty. For example, freedom seems a powerful
concept that defines and shapes choices, aligns private and social interest
through the market mechanism, and provides access to private property
rights to the poor. The premise that freedom and empowerment may be
antecedents for escaping poverty is shared in the literature, albeit under the
condition of well-functioning institutions. Other scholars posit that only
the poor can decide if they will escape the poverty trap. Thereby, they
insist that investigating why the poor make certain choices will enhance
the understanding of why some people are poor and remain this way. Oth-
ers reject the notion that the poor can escape from poverty by themselves,
asserting that only foreign aid will make the poor able to escape from
poverty. Despite these theories, poverty has persisted.

Poverty has enormous consequences, wasting lives, talents, and the
capacity for production. This loss robs millions of people the opportunity
to enjoy a better quality of life. Consider this reality: 1.3 billion live in ab-
ject poverty (less than US$1.25/d) and one in three persons live with less
than US$2.00 a day. About 17% of the population of developing countries
is undernourished. And according to UNICEF, every day 22,000 children
starve to death.! Nearly eight million children die every year before they
reach the age of five, and almost 900 million people were chronically lack-
ing food during 2010-2012.” The poorest 20% of the world’s population
accounts for 1.5% of the world’s private consumption and the richest 20%
consume an astonishing 77% (World Bank, 2009). Within developing
countries, the imbalance of the consumption of the rich and the needs of
the-poor is also appalling. In Brazil, the richest 10% consume 50% of the
economy, while the poorest 50% of the country only consume 10% of the
economy. Brazil has one of the highest Gini (0.54) coefficients in Latin
America.}

This abysmal reality of the poor has wasted significant resources in
many countries. De Soto estimates that were the poor not excluded from
the market and certain social arrangements met, such as private property,
the global economy would thrive, producing an increased standard of liv-
ing for everyone.* The exclusion of the poor meant a waste of about US$9
trillion of property, what De Soto termed “dead capital”. The poor are thus
trapped because they cannot use their assets (savings, houses or business)
to generate capital, which they can use to increase their standard of living
and free themselves from poverty.
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ARGUMENTS OF THE BOOK

The main premise of this book is that the poor should be helped out of self-
interest. Investing in the poor (education, health, nutrition, and infrastruc-
ture) means augmenting the productive capacity of the whole economy,
thereby increasing the incomes of everybody, including that of the poor.
The extension of this premise is that growth is good for the poor and re-
ducing poverty is good for growth. However, the benefits of economic
growth cannot be maximized to favor the poor by ignoring the effects of
inequality. This means that in order for growth benefits to reach the poor,
an assumption must be met that growth is pro-poor. For growth*to mat-
ter, it has to be inclusive of all players in the market, including the poor.
This relationship between growth, poverty, and inequality is shaped by
the context of a country’s circumstances and choices. There is strong em-
pirical evidence that suggests tourism development may generate facets of
economic growth that could change the income configuration for locals.
An important question that should be asked is whether developing
countries should continue to spend their scarce resources on tourism de-
velopment as a means to create “decent” jobs. However, even if the new
jobs and income go directly to the poor, it does not mean that they will be
wealthier or at an advantage. This is because the relationship between eco-
nomic growth and equity is not always self-evident in practice. One reason
why this relationship fails to materialize in developing countries could be
due to the lopsided effects of economic growth on the poor. In times of
recession, the poor seem to suffer the most, while in times of prosperity,
the poor seem to benefit the least. Therefore, balancing equity with growth
becomes a necessity and a policy matter in poverty reduction strategies.
We suggest a new paradigm, the poverty obliteration paradigm (POP)
that provides the theoretical integration of these three elements, although
recognizing that these three elements are related in a complex way. POP
combines opportunities and motivation and takes into account objective
as well as subjective elements framing poverty. This paradigm suggests
that this complex relationship depends on several intervening variables,
such as the pace of poverty reduction, the structure of the economy, mac-
roeconomic policies, health, and educational status. For example, if one of
the parents has a job, a child does not have to work till late at night street-
vending to squeeze out a living for the family, instead of doing homework
and sleeping, or having access to clean water may release time and efforts
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(typically from small children) that can be used to go to school and study.
Having additional resources (incomes) through poverty reduction or eco-
nomic growth helps. The question is can tourism help in providing these
additional resources to enable the poor to enjoy a better life and enhance
their capabilities (borrowing from Sen: to lead the life they value)?

This proposition is an empirical question. While the flow of interna-
tional tourism has increased significantly to developing countries during
the past two decades, there appears to be little understanding on the extent
to which the flow of money generated by tourism decreases poverty in the
developing world. We know that in the past decade several countries have
been excluded from the infamous list of “Least Developed Countries”
(LDC) as they were helped by tourism development. For example, Cape
Verde and the Maldives graduated from the LDC list assisted by tourism.
Jobs and small businesses have been created in many underdeveloped re-
gions of the developing world, helping to generate and distribute econom-
ic participatory opportunities. However, most studies have not examined
the impact of tourism on poor people in a systematic way. The question of
whether or not this population benefits from tourism development has re-
mained elusive, In particular, the distributional effects of tourism on pov-
erty reduction is conspicuously lacking in the tourism literature as well
as research on subjective well-being of the poor in developing countries.

Therefore, the central question that this books attempts to answer is:
can tourism development achieve pro-poor growth? To be exact, does
growth from tourism infuse a double effect on poverty reduction, and one
that is higher than average? And what choices should governments make?
To focus on the poor is one thing, but choices can make things better or
worse for the poor. To answer this question, this book builds on the works
of Mitchell and Ashley,” Scheyvens,® and Saarinen et al.,” using a central
focus on the poor as the unit of analysis.® The new book departs from
the previous three studies in three fundamental ways: (1) it integrates the
debate on the relationship growth-inequality-poverty reduction resonating
in the mainstream development economics into tourism studies in a com-
prehensive way (2) it investigates the conditions that could bring about
the twin effects of tourism development on poverty reduction; and (3) it
embraces empiricism as its central perspective instead of a normative or
ideological perspective.

This book improves our understanding of the dynamic relationship
between tourism and poverty reduction in four important ways. First, it
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explores poverty and its impact upon development at the macro and mi-
cro levels. Second, it focuses on tourism development and its effects on
growth, inequality, and poverty reduction and how these dynamic relation-
ships affect the most vulnerable groups of the society. Third, it documents
whether the poor perceive tourism development as an important vehicle to
help them escape from poverty. And fourth, it maps the conditions under
which tourism reaches the poor and how the connectedness with tourism
capacity defines the opportunities for the poor.

This book is the result of a decade spent studying the effects of tour-
ism development on poverty reduction. Our interest in this topic took us
to several countries, particularly to Latin America. Our search forafiswers
also made us study through readings about countries from other conti-
nents. When visiting these countries, we would often see poor individuals
roaming the streets in search of food, looking confused, weak, and help-
less. In some places, people carried out their bare physiological necessities
on the streets, defecating in the open by the roadside. Public safety and
public health were intertwined with deleterious consequences. The streets
were littered, diseases lingered, and areas were covered by a veil of inse-
curity and fear, instilling a sense of danger and signaling a place off limits.

We saw children aged 6 and 7 years old working late at night as street
vendors instead of staying at home doing homework or studying, not aware
of the dangers of the street with no future in sight. This picture was very
common in the streets of Managua, the Pacific coast of Nicaragua, in the
Cerros of Caracas, the Quindio coffee region in Colombia, Puntarenas in
Costa Rica, Guayas, Santa Elena, Salinas, Puna, Montaiiita, Olon in Ecua-
dor, and Colima in Mexico. This view of despair always provoked sadness
as well as compelled us to further seek answers and better understand why
people are poor, what it takes to free oneself from poverty, and the dynam-
ics of tourism that can pave the road toward freedom from starvation.

Through our experiences, we came to realize ways in which our lives
are somewhat parallel. We too strive to live our lives with passion and
hopefulness, and seek to view reality with optimism. For the many indi-
viduals that we met, poverty is an intricate social phenomenon in which
command over resources or commodities seemed a far cognizance when
compared to procuring opportunities, respect, and a voice. Throughout our
many conversations, any palpable difference between us in terms of sourc-
es of income seemed secondary. For the many courageous and magnificent
individuals that we came across in some of the poorest communities in
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Ecuador, Costa Rica, Nicaragua, Colombia, and Mexico, the inability to
exercise choices and freedom and helpless feelings such as powerless-
ness and lack of attention, was vocalized to a greater extent and took pre-
cedence over any discussion about monetary wealth. This book is about
these people and how tourism can help them to help themselves and attain
freedom from the doldrums of poverty.
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ENDNOTES

o

See http://www.globalissues.org/article/26/poverty-facts-and-stats.

See You et al. (2011) and FAO (2012).

See World Bank (2011).

See De Soto (2000).

See Mitchell and Ashley (2010).

See Scheyvens (2011).

See Saarinen et al. (2013).

In Latin America there is a large number of people who are not technically
poor but are vulnerable to external factors, such as losing a paycheck, an un-
expected medical bill, or natural disasters (flooding, droughts and hurricanes)
which can put them in the army of the 46 million people struggling to get by
under the poverty line in Latin America.
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