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ABSTRACT

The thesis represents the analysis of a specific international sector, namely
tourism and hotels, using perspectives drawn from international political economy
(IPE). The major purpose is to illustrate the application of the emerging conceptual
framework of IPE to demonstrate the value of this'new approach in understanding -
international relationships. The central argument is that the conventional approaches
of the discipline of international relations (IR) are too 11m1ted to account for change in
social action at the international level and that the approach offered by new
developments in IPE offers a more productive method of analjsis and leads to more

satisfactory explanation.

A key issue in IR theory is the degree to which the conventional perspectives
of the discipline are able to capture the full range of variables that influence outcomes
in the international system. The new IPE attempts to resolve this issue through the
concept of a set of power structures that broaden the scope of analysis beyond the
restrictions imposed by traditional approaches in IR. International relationships are
categorised through the structures of security, production, finance and knowledge,
thus expanding the range of enquiry across a much more comprehensive spectrum of
variables. A related issue is the relationship between politics and economics, which is
conceptﬁalised in the new IPE through the unifying concept of power, whether it is
derived from wealth or the ability to coerce. Central to the new approach is an
examination of sources of power within the structures, the use to which it is put and

the outcomes that the use of power generates, within and between the structures.



The empirical work was designed to demonstrate the strength of this approach
through the analysis of a specific sector of the global political economy. The choice of
a sector as the unit of analysis permits an examination of all key actors and
relationships operating within the four structures. The case of the international hotel
and tourism industry in Thailand illustrates the value of this approach by
demonstrating the multicausal nature of observed outcomes and by revealing the
source and relationship of multiple causal factors. The analysis thus brings out the
roles played both by states and by the private sector and the way in which changes in
the global financial system and, particularly, technology have generated change within
the sector in varying ways and at varying times. The historical approach thus also
brings out the dynamic nature of international relations as the changes within
Thailand's tourism sector are described and explained through the analysis offered by

the new IPE.
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INTRODUCTION

International Relations or International Political Economy

A key issue in international relations (IR) theory is the degree to which the
conventional paradigms of the discipline account for observed social action at the
international level. This raises the central question: to what extent can satisfactory
explanations of change at this level be derived using the analytical methods of
conventional IR? The dominant argument of this study is that the perspective of IR
theory has remained too narrow to capture the full range of variables that affect
outcomes in the international system, and that a much broader approach is required in
order to interpret chains of international causality. Such approaches are offered by the
emerging frameworks of the new international political economy (IPE), (see Strange
1984, 1988, Barry Jones 1983, Murphy 1991) and particularly by the structural
framework developed in a seminal work by Susan Strange (1988). This thesis argues
that such a framework offers a more fruitful approach to the problem of understanding
international events than the traditional paradigms of IR and attempts to demonstrate
the validity of this argument through an IPE analysis of a specific international sector.

The adoption of a sector as the unit of analysis, it is argued, permits a more
comprehensive range of international relationships to be examined and, hence,
immediately expands the scope of enquiry beyond the narrow confines of the
state-centred international politics of traditional IR theory. Consequently, in addition
to the role of the state and the politics of diplomacy and international trade, this IPE
approach encompasses commercial, or market-based rélationships, as potential causal

factors. This, then, addresses a wider issue in social theory, namely the relationship



between politics and economics. The approach assumes a dynamic and interactive
relationship and, in so doing, denies the notion of analytical separation which forms
the basis of liberal social science paradigms. In order to conceptualise the relationship
between economics and politics, IPE initially follows IR theory by adopting power as
the central construct, but goes further by considering other sources of power beyond
the coercive and bureaucratic powers of the state. Hence the power to purchase or
persuade, through control over resources, is added to the power to pressure. Finally,
the framework enlarges the scope of analysis through one further, critical, dimension.
That is by adding to the concept of relational power the notion of structural power. In
other words, the power to "... change the range of choices open to others, without
apparently putting pressure directly on them to take one decision, or to make one

choice rather than others..." (Strange, 1988:31).

The structural framework is discussed in detail in Chapter 3. The Chapter also
examines the genesis of this new IPE through a review of earlier thinking about the
direction of international relations theory. The subsequent chapters represent the
major focus of this study, which is the application of the framework to the analysis of
the international tourism industry. The specific case study concentrates on Thailand,
for reasons that will be examined shortly. Prior to this, however, it is necessary to
address both the selection of international tourism as the overall unit of analysis and
also the specific case of Thailand as the detailed empirical focus. This, then, is clearly
rooted in the general question of what properly forms the empirical focus of studies in

IPE.

The question of the unit of analysis is also discussed in Chapter 3, drawing

particularly on the work of Roger Tooze (1983). The discussion suggests that a



concentration on specific actors should be replaced by a focus on sectors of the
international political economy. In this way, analysis may "... link different levels of
political economy, focus on factors that would otherwise be discounted and make us
look at IPE in a non-territorial organizational way." (ibid., 236). This thesis argues
that this approach overcomes the limitations inherent in a focus restricted to specific
political or economic actors. Thus the interactive nature of the international political
economy is emphasised, allowing the analysis to include a far wider range of
potentially critical causal relationships. Categorising the broad IPE in this way also
overcomes the problem of manageability inherent in the structural framework. In
attempting to capture the full range of variables, this approach leaves open the
question of limiting the scope of enquiry. Yet for analysis to proceed in a manageable
way, some boundaries are necessary, especially so when questions are asked of the
international domain of social action. As Staniland (1985:4) points out, the
complexities posed by the maze of relationships within the global complex makes the
task of the theorist so much more difficult than that posed in summarising "... in
theoretical form the complex of political and economic relations obtaining within one
nation-state." By confining attention to a single international sector some of the
problems of size are thereby reduced, without sacrificing the scope required by the
new IPE. Hence within the sector, the behaviour of all salient actors is available for
scrutiny, including states, producers, consumers and industrial and financial markets,
irrespective of their national identity or location. This then also recognises that
essentially domestic issues and actions may have implications for international
outcomes and that the reverse is also true. By raising the connection between the
domestic and the international, the new IPE adds a further dimension when compared
to traditional IR, which is also brought out through the choice of a sector as the unit of

analysis.



The specific sector studied in this paper was chosen for a number of reasons,
the first being the clearly international nature of so much of the varied activities that
make up the international tourism industry. To begin with, it is possible to claim that
international tourism as a whole represents the largest single item in world trade.
Preliminary results from the World Tourism Organisation (WTO) for 1992 indicate
that total receipts from international tourists reached US$279 billion, 6.8% higher
than 1991, when growth in world tourism activity was interrupted by the Gulf War.
The sector also encompasses a wide range of actors. Governments are involved, in a
number of different policy areas both internationally and domestically, as too are
international and domestic producers and consumers, and, in addition, the sector also
engages a number of International Organisations. Whilst the hotel industry is at the
core of the sector, outcomes in international tourism are critically a function of
transportation and especially international air transport, which highlights the

complexity of an otherwise neglected area.

For, despite these considerations, international relations as a discipline has
almost totally ignored international tourism, leaving analysis to other domains of the
social sciences. Thus tourism has been the province, largely, of sociologists and
development economists, who have raised the issues and explanations germane to their
areas. The result has been an academic literature that emphasises consequences, rather
than causality, with sociologists focussing on detrimental outcomes, particularly for
the developing world, and economists concentrating on benefits, especially in terms of
international payments. Chapter 2 reviews this literature, which demonstrates both the
neglect of IR theorists in examining the tourism sector and, more generally, illustrates
the way that such approaches limit explanation by fragmenting the social world into

conventional disciplines. The new IPE attempts to avoid such fragmentation and,
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through a consideration of a more complete set of factors and relationships tries to
achieve a better understanding of the international social world. As a preface to the
analytical approaches, however, a descriptive background to the international tourism

industry is outlined in Chapter 1, for readers unfamiliar with the sector.

This descriptive approach illustrates the scope of the tourism sector and,
hence, the size of the task inherent in the analysis of the sector worldwide.
Consequently, this study focuses on one specific country, partly in the interests of
manageability, but also to draw out the detailed and multiple interactions within the
political economy that contribute to observed outcomes. Thailand was selected as the
focus for three principal reasons. First, the dominant demand for the sector in
Thailand is provided by international markets With domestic tourism playing a
relatively minor, and more recent, role. Secondly, tourism in Thailand has exhibited
considerable change. From insignificant beginnings in the first years after World War
II, both tourism demand and hotel supply have expanded to such a degree that tourism
has been the country's biggest single source of foreign exchange for almost a decade.
Hence its importance in Thailand's international relations offers the third major reason
for choosing to study the sector in the context of the new international political

economy.

However, before examining the Thai case in detail, Chapter 4 applies the new
IPE framework to the global tourism sector as a whole, which generates a different
perspective to those examined in Chapter 2. Chapter 4 also provides the overall
context for the detailed case study that follows. Chapters 5 to 10 then utilise the
framework to derive explanations for the observed changes in the Thai experience,

culminating in the sector's dramatic episode in 1987, when the outcomes associated
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with "Visit Thailand Year" generated imitative behaviour in almost every other Asian
state. These chapters adopt a historical perspective, emphasising the way in which
causal factors and relationships alter over time and highlighting the shift in the relative
importance of "political" and "economic" zones as determinants of observed
outcomes. This changing relationship is accounted for through the emphasis on power
that lies at the heart of the structural framework, and the changes in the nature and
salience of key variables is managed, theoretically, through the classification of the
sources of power. Chapter 5 provides the background to the specific case of Thailand.
This brings out the critical role that post-war international relations played in later
developments in tourism, thus highlighting the importance of security and the strategic

concerns of dominant powers in the explanation of change in specific sectors.

Chapter 6 demonstrates the influence of events within the structure of
knowledge and, in particular, the critical importance of technology. As the dominant
agent of change in the airline industry, technological developments altered the
structure of the tourism sector worldwide. These changes, consequently, had an
impact on the sector in Thailand, where a further feature of the knowledge structure,
namely the structure of beliefs and ideology was also instrumental in effecting change
in local hotel and tourism developments. This section, and also the following chapter,
furthermore illustrate the dynamic nature of the distribution of power between state
and market, and hence the necessity of capturing both zones of social action within a

conceptual framework.
Chapter 7, however, returns to the domain of security to explain the rising

markets that characterised the major growth phase of Thailand's hotel and tourism

sector that occurred in the 1960s. This also illustrates the impact of America's
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hegemonic role at that time and the way in which the objectives of dominant states
acted structurally to shape agendas in other political economies. It was not simply
Washington's containment policies that altered the nature of the hotel sector in
Thailand, however. As the same chapter reveals, American market operators, in both
the airline and hotel sectors, also formed a key part of the explanation of the massive

expansion observed in the latter part of the decade.

As productive capacity grew in Thailand, so did risk. Chapter 8 discusses the
behaviour of producers in the sector when faced with declining demand, and the way
in which the principal locus of causality then moved to the production structure. The
chapter also indicates the continuing salience of security issues, however, and the need
to follow the chain of causality through the different structures. Thus the decline in
demand that forced producers to react in search of new markets, had its roots in the
reversal of US foreign policy towards communism in general, and towards China in
particular. The ensuing American withdrawal from the region left a vacuum, not only
in terms of market demand, but also in political terms that had major implications for

the structure of power in Thai society.

Chapter 9 considers the reasons behind the violent outcomes in Thailand in the
mid-1970s that formed a part of this redistribution of power, and the consequences of
these changes for the hotel and tourism sector. For the first time, domestic insecurity
played a direct part in depressing demand. Further scrutiny reveals, however, that this
was not uniform across all Thailand's major tourism markets, but had differential
effects on specific national market segments. In part this was a result of social unrest
and protests targeted at, in particular, Japan and America which lowered demand. To

explain the resilience of other national markets, however, requires consideration of

13



changes within the international system of airline regulation that followed changes to
the balance of power in IATA. The change in production conditions in aviation that
followed the first oil shock had an impact on the authority/producer balance in IATA,
resulting in greater freedom to set pricing on certain routes. Besides emphasising the
impact of global market conditions within the international political economy, the
analysis at this point also illustrates the link between global market conditions and
structures of regulatory authority. Hence this chapter demonstrates the way in which
the structural framework accounts for the complex interactions that characterise the

international political economy.

The final chapter of the case study goes further, reinforcing the explanatory
power of the framework. The events of the ten years from 1977 were strongly
influenced by the growing importance of the structure of global finance. The new
volatilities in the finance structure, beginning in the early seventies, accelerated
sharply in the early eighties, introducing new uncertainties for both authorities and
market actors. These structural changes had a major impact on the Thai tourism
sector, and form a critical element in the explanation of observed outcomes. However,
a satisfactory explanation also requires investigation of the events within the
production and knowledge structures as supply conditions altered and technological
changes'reshaped the structure of international aviation. These changes, allied to
stable security conditions, generated a rapid resurgence in demand in the late eighties

and, together, were responsible for the success of "Visit Thailand Year".
The value of the framework, and its strengths in the analysis of international

affairs, is discussed specifically in Chapter 11, which relates the key features of the

framework to evidence within the body of the case. This concluding chapter also
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brings out the central argument that relative relational and structural power
relationships amongst multiple actors are critical elements of the analytical process.
Secondly, that a focus on power as a unifying concept resolves the dichotomy between
economics and politics, thus permitting more fruitful levels of explanation. In
addition, this chapter illustrates the value of adopting such a broad scope in the
analytical process and the effectiveness of the structural taxonomy in theorising
international relationships. This chapter also demonstrates the value of international
relations theory, as conceptualised through the new IPE, in generating ;satisfactory
understanding of specific zones of social action at the international level. An
additional strength of the new IPE is also demonstrated here, namely its applicability
to the wide range of international relationships that include, but then go beyond, the
state/state relations that characterise conventional IR. As markets have increased in
relative power over the past decades, and producers have moved increasingly beyond
the reach of nationally-bounded regulations, then both have a steadily increasing
impact on all forms of outcomes in the international political economy. As such
changes proceed, the discipline of international relations requires methods of analysis

to cope with the new variables and the critical relationships in which they play a role.

As this study argues, the new IPE represents a major development in this direction.
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CHAPTER 1

Hotels and Tourists: evolution

The international tourism industry demonstrated significant growth during the
period following the Second World War, and continues to expand at the present time.
In a little over four decades from 1950, the number of international arrivals worldwide
rose from 25 million to 476 million in 1992, an average increase of almost 43 % per
year. As an aggregate item in international payments tourism generated an estimated
US$279 billion in 1992 (WTO, 1993). To comprehend this phenomenon it will be
helpful, first, to examine the historical patterns of evolution of the hotel and tourism
sectors in general, before reviewing the way in which these developments have been
analysed. This chapter describes the changes that have taken place, tracing the growth
of the industry from its very early days. Many of the features of contemporary
tourism and hotel-keeping originated in a previous era and hence an appreciation of

modern practice will be improved through an examination of its historical antecedents.

Early Historical Background

The origins of modern hotel-keeping can be traced back to Ancient Greece,
where tavernas offered food and drink to the Athenians (Lundberg, 1984). Travel,
however, was limited by the intrinsic hardships of the journey and the dangers posed
by continual warfare between the Greek kingdoms. Pleasure travel was therefore
virtually unknown; those who did undertake journeys had specific reasons for their

trips, such as visiting the great religious centres of Delphi and Olympia to take part in
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games or to consult oracles. Leisure travel only developed later, thanks to the security
provided by the Pax Romana and the development of the Roman road network. As
with many later developments in this field, military imperatives provided a bonus for
travellers, as the roads were constructed, primarily, to assist the movement of the

Roman legions (Turner & Ash, 1976).

The increase in travel was accompanied by the development of lodging
facilities, with the caupona and hospiteum offering accommodation for the travellers
of the Roman Empire. These early hotels would also serve occasional basic meals, but
in general eating and drinking was the province of the popina, the thermopolium and
the taberna, forerunners of the modern cafe, bar and restaurant (Lundberg, op.cit.).
As the road system spread from the capital, resorts sprang up, most notably along the
Bay of Naples, and became popular with the rich as places of relaxation and pleasure.
Cultural tourism also flourished, with destinations chosen for their historical and
literary interest. Greece, particularly the cities of Athens and Rhodes, and Egypt both
became favoured destinations. Alexandria was only twelve days by sea from Rome
and from there the early tourists were able to venture along the Nile to see the Pharos,
Pyramids and the temples of upper Egypt at Memphis and Thebes (Turner et al, op.

cit.).

With the decline of the Roman Empire, both travel and trade were severely
curtailed and so the need for inns and hotels also declined. The church then took over
the role of innkeeper, offering accommodation in the monasteries and hospices in
return for donations. By the end of the Crusades, however, the art of private
innkeeping revived, flourishing particularly in Northern Italy. The trade grew rapidly

and was soon large enough to support the formation of guilds which then proceeded to
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regulate the business. By 1282, Florence, for example, had enough innkeepers to form

a guild for that city alone (Lundberg, op. cit.).

Italy's popularity grew rapidly, as a fascination with its classical heritage and
contemporary ideas spread amongst the European aristocracy and intelligentsia. By the
sixteenth century the "Grand Tour" was beginning to develop, representing cultural
tourism rather than pleasure travel. Those who took part did so to complete their
education and, hence, universities such as Padua and Bologna featured prominently in
their itineraries. The "Tour" was most popular for around thirty years from 1763, at
which time the intelligentsia were joined by the English bourgeoisie. As the numbers
of English visitors grew, Rome's innkeepers adapted to the demands of the market and
English pensions, cafes and restaurants opened to cater to foreign tastes (Turner et al,

op. cit.).

In England itself, the development of inns had been greatly facilitated by the
actions of the state. The first boost had been provided by Henry VIII's suppression of
the monasteries in 1539. With the loss of its land, the church also lost its role as host
to travellers and pilgrims and was replaced by the inn. The second major boost was
provided by the Mail Act of 1784, which decreed that mail should no longer be
carried by horseback riders, or postboys, but by stagecoach. With this, coach travel
expanded rapidly, as did the staging inns that provided fresh horses for the coaches
and beds for the stagecoach passengers. At its height, the coaching era supported over
100 mail coaches serviced by 30,000 men and 150,000 horses operating throughout
the British Isles. Speed was of the greatest importance in the carriage of mail, as the
fastest company received the greatest volume of business. As a result, the network of

staging inns expanded as the coach operators demanded fresh horses every ten miles
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(Lundberg, op.cit.).

Powered Transport

This growth in innkeeping was reversed as it had been begun. New legislation
shifted the carriage of mail from horse drawn vehicles as steam changed the
technology of transport. In 1838, Parliament transferred the postal system to the
railways, thus ending the age of the mail coach and the staging inns (ibid.). Those
inns located in the main towns, or close to a railway station, were able to survive the
loss of their stagecoach passengers by aligning themselves with the needs of the
railways. By 1880, however, much bigger hotels were needed, as the railways were
then carrying over 600 million passengers each year. The rail companies, concerned
that a shortage of accommodation would depress their traffic, became involved in the
hotel business, ensuring that larger hotels were constructed both in the cities and in

the newly developing seaside resorts.

In addition to its impact on hotel operations, the growth in rail travel led to
two innovations that remain as features of contemporary travel and tourism. Both
were changes in methods of organisation, one being the creation of a clearing house
and the second, the package tour. Over one hundred rail companies were operating in
Britain and a clearing house was needed to simplify ticketing procedures. This
institution centralised the issuing of tickets, thus permitting passengers to travel on
different lines without having to carry numerous tickets, thus predating the clearing

house operated by the International Air Transport Association (IATA). The railways
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also led to Cook's tours. Thomas Cook, then a book salesman, began his business
with a chartered train. His first venture, in 1841, was a special train that ran between
Leicester and Loughborough carrying 570 temperance supporters for one shilling
each. He later followed this with more complex group travel arrangements that were

the forerunners of today's group charter and package tours (Burkart et al, 1981).

In Europe too, the railways and hotels were expanding, prompting Mr. Cook
to instigate a system of coupons which could be used for hotel payments on the
Continent. These hotel vouchers, first introduced in the 1860s, allowed travellers to
pay for hotels abroad without having to resort to carrying cash. The popularity of the
system grew rapidly and thirty years later, over one thousand hotels accepted them
worldwide. The next area of expansion was into the Near East, where the company
organised package tours of Egypt. These were conducted on board the Nile steamers,
in a manner reminiscent of the Roman Imperial tourists of a previous age (Turner et
al, op. cit.). Shortly after, the company ventured across the North Atlantic with tours
to America as steam-powered shipping was extended to intercontinental journeys

(Burkart, et al, op. cit.).

The initial development of the steamship had been based on the British
inventions of coal power and iron hulls, which, for a time, established the country as
the leader in world shipping. The British Government also took action to protect this
lead through the provision of subsidies, in the form of mail contracts, which were
awarded to the shipping lines. By the end of the century, however, international
competition across the Atlantic was growing, thanks partly to the demand for
transatlantic travel from the rising numbers of emigrants who were leaving Europe for

the New World. In response to the growth in new shipping lines, the companies
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organised cartel-like arrangements known as liner "conferences". These set uniform
fares and conditions of service and created "pools" where revenue on certain routes
was shared between carriers, irrespective of which line carried the passengers (ibid.).
As we shall see, both mail subsidies and traffic conferences continued as features of
transportation, as they were later adopted by the emerging airline industry.
Innovations in the technology of transport thus affected patterns of travel and, in

addition, generated new forms of organisation.

American Innovations

Enduring innovations in forms of tourism and hotel organisation were also
taking place around this time in America, with changes in ways of moving money
across the continent and through new methods of hotel-keeping. American Express,
which had been founded by Henry Wells and James Fargo for the carriage of baggage
and valuables, was faced with a decline in demand for currency transhipments
following the end of the American Civil War. The company responded initially by
introducing money orders, which were then becoming widespread and, then, in 1891,
American Express introduced travellers' cheques into the American domestic travel

market (ibid.).

American hotels were also changing. Previously, in the earlier years of the
nineteenth century, they had been places where people met and conducted business
deals. The early hotels were less concerned with travel and accommodation and
instead paid greater attention to the needs of their business clientele, even acting as

stock exchanges and providing banking services. At the turn of the century, however,
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the accommodation industry was transformed with the appearance of new hotels
consisting of hundreds of rooms, each with a private bathroom. One of the early
innovators was Ellsworth Statler, who opened a 300 room, 300 bathroom hotel in
Buffalo in 1908. In addition to the private bathrooms, each bedroom was equipped
with its own telephone and with flowing iced water. The complexity of operations
introduced by a hotel of this size then generated a need for cost control and hence for
uniform and consistent accounting standards. In response, Statler introduced
standardised accounting methods which were eventually adopted throughout the
American industry. Such methods were repeated as the group built hotels in

Cleveland, Detroit, St. Louis and Pennsylvania (Lundberg, op.cit.).

Statler's expansion was completed by the early 1920s, fortunately coinciding
with a post-War boom that raised American hotel occupancy rates to a record 86 per
cent. The boom bred imitators and hotel construction flourished, much of it financed
through credit. With the onset of the Depression, however, demand collapsed and
occupancies fell to around 50 per cent creating serious financial difficulties. In many
cases, banks foreclosed on their mortgages, repossessed the properties and sold them
cheap in the depressed market. This provided an opportunity for new entrants into the
hotel industry, amongst whom were the Sheraton and Hilton hotel groups. Sheraton
began with the purchase of the Continental Hotel in Cambridge, Massachusetts for a
third of its million dollar construction cost. Conrad Hilton, who had lost his first
hotels at the start of the Depression began buying hotels again in 1937, commencing

with the Sir Frances Drake in San Francisco.

At the same time, the American motel developed as a distinct type of

accommodation, thanks to the emergence of the automobile. Since the introduction of
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the "Model T" Ford in the 1920s, travel by train had been increasingly replaced by
the car, thus generating a demand for roadside accommodation. With the end of the
Depression, such demand increased and, by 1935, 10,000 motels were registered,
with growth in supply continuing over the next four years. Further expansion was
constrained, however, by America's entry into the Second World War, as shortages of
oil and rubber severely restricted road travel. With the end of the War, however, road
travel boomed and the motel industry expanded to meet the demand for clean, low
cost accommodation. By 1951 almost 45,000 motels were operating in America, an

increase of more than 300% on the pre-war industry.

This rapid expansion was made possible through the use of franchising, which
had previously been used successfully in the food industry by the Howard Johnson
stores. TravelLodge of San Diego was amongst the first to use the system for its motel
operation, starting in 1948, and this was imitated in 1952 by Holiday Inns. The latter
also copied the product standardization that had been a feature of the Howard Johnson
restaurants, extending the concept to all aspects of accommodation. The Holiday Inn
franchisees, despite owning the motels, had to agree to the chain's strict operating
policies, including high standards of cleanliness and a strict attention to maintenance.
In addition they were also required to provide television and a telephone in each
room, a swimming pool and free ice. As a result, the product was predictable,
hygienic and safe, and consequently appealing to the newly mobile American middle

classes (ibid.).

23



International Tourism and Aviation

International travellers also developed greater mobility in the years after the
War. The technological and organisational changes in transportation that began in the
late 1940s facilitated the development of a mass, international tourism industry that
had a major impact on both tourists and hotels worldwide. Several earlier features of
the industry, including the package tour, travellers' cheques, franchising and
standardised hotel operations, were initially incorporated, and later extended, in the
new developments. As with earlier developments, however, the part played by
changes in forms of transportation were of great significance, and in the post-War era

changes in aviation were of the utmost importance.

Civil aviation developed rapidly in the immediate post-War years, partly as a
result of technological developments during the War that had led to a larger and
longer-range aircraft. In addition the objectives of the airlines also changed from the
prewar era. Commercial passengers had previously been of little interest, especially to
the state owned airlines of Europe. Instead, early state concerns were with the
carriage of mail and, especially, with maintaining contact with the colonial
possessions. Beginning in the late 1940s and 1950s, these attitudes gradually changed
and the carriage of passengers became the chief priority and the core business of the
airlines (Burkart et al, op. cit.). This was partly the result of the scale of the new
operations: aircraft were much larger, there was a large volume of available
equipment following the War and the range and speed of the new planes were much
greater than before. No less important were the new concrete airstrips that had been
built around the world to service the bombers and transports required by the war

effort. These public goods, in peacetime, greatly increased the number of destinations



that could safely be reached by air (Hudson & Pettifer, 1979). Other airlines,
increasingly entrants unconcerned with colonial ties, also influenced the organisation
of international air transport. But the most influential role was America's. In the late
1940s, largely as an outcome of the War, the United States dominated the global
aviation industry. A huge aircraft manufacturing base and access to the world's
biggest market for domestic and international air travel provided enormous
advantages. As the world began to recover from the hostilities, only the Americans

had the money to fly overseas in large numbers (Sampson, 1984).

This increase in tourism produced a demand for hotels abroad that could offer
American standards of security and sanitétion. The American hotel industry was slow
to respond, however, and state encouragement was required to stimulate overseas
operations. It was only after this that the American international hotel industry was
created, with the formation of two new companies, Hilton International and
Intercontinental Hotels. The latter, a subsidiary of Pan American Airways, was
formed in response to a request from the American President. In 1946, Roosevelt
asked Juan Trippe, the founder and head of Pan Am, to start a subsidiary hotel
company in order to promote tourism and trade, and to strengthen diplomatic relations
with South America (HRI, 1984). Hilton's first international venture followed similar
suggestions. Conrad Hilton (1957:285) commented that "... the State Department and
the Department of Commerce suggested that the Hilton organization could make a
substantial contribution to the government program of Foreign Aid by establishing
American-operated hotels in important world cities. These hotels could stimulate trade
and travel, bringing American dollars into the economies of the countries needing
help." Both companies opened their first hotels in 1949 : Intercontinental in Belem in

Brazil (HRI, op. cit.), and Hilton International in San Juan, Puerto Rico (Hilton, op.
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cit.). This genesis of the international chain hotels followed American patterns of
operation, and in particular established the widespread separation of ownership from
control. Following the methods of franchising developed in the American domestic
industry, these international chains adopted contractual arrangements whereby they
secured management control, but left ownership of the property, and hence a

substantial part of the risk, to local interests.

Package Tours

Europeans, whilst unable to travel abroad as easily as the Americans, were
given the opportunity through the development of cheap holidays based on charter
flights. These simply transferred to the air the principles of the package tour
established by Thomas Cook. One of the earliest ventures took place in 1949, when
the British company, Horizon Holidays, offered inclusive holidays to the island of
Corsica in the French Mediterranean. The price was the same as the scheduled
airfare, but included accommodation, albeit in tents, and a return flight by chartered
Douglas DC3 of British European Airways'. The British Government then extended
the right to operate inclusive tour flights to the private airlines which had been formed
to provide additional capacity for the Berlin airlift. Package tours by charters offered
convenience and, more important, low prices and as a result air travel became

accessible to a large volume of the British public (Wheatcroft, 1964).
The market grew strongly through the 1950s with the entry of more tour

operators, offering relatively cheap holidays in the sun. The focus of attention

changed from the islands of the Mediterranean to the Spanish mainland, where resorts
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were developed along the southern coast (Turner et al, op. cit.). A hotel building
boom took place, thanks to the advance payments made by the growing numbers of
British tour operators who were willing to pay in advance for the accommodation
required by their customers®. By 1964, the popularity of Spain had increased to such
an extent that it had become Europe's most visited country. From 1955 to 1960, the
number of arrivals more than doubled to over 5 million, whilst the number of visitors
to Italy, which had regained its previous popularity after the War, rose by only fifty
per cent in the same period. In 1964, Spain received almost 12 million visitors, 2
million more than Italy. By this time, the British had been joined by Germans and
Scandinavians, and cheap package holidays expanded in volume and range though

continuing to concentrate on the provision of southern sun for northern visitors.

Europe was also a popular destination for American tourists, although their
motivations differed from the northerners. The chance to revisit places seen during the
War, as well as culture and history, all contributed to the contemporary American
"Grand Tour". Quite frequently the aim was to take in as many sights as possible and,
in one single vacation, to include the Acropolis, the Sistine Chapel, the Uffizi, the

Louvre and the Changing of the Guard.

Americans also chased the sun on holiday, but did so closer to home. Domestic
resorts were popular and nearby foreign destinations such as Mexico and the
Caribbean also became fashionable. An added attraction, particularly in the
Caribbean, was gambling, and the combination of casinos and expanding air access
led to a boom for these destinations. Cuba led the way in the 1950s, when the Batista
regime adopted tourism as a remedy for the country's economic ills. Hotels and

casinos multiplied, largely financed by Miami-based credit and linked to Mafia
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interests. The boom came to an abrupt end, however, with the Castro revolution of
1958, after which the gambling interests moved on to the Bahamas, where hotels and

casinos were quickly developed (Turner et al, op. cit.).

Long-haul Developments

Thus expansion in the international hotel and tourism sectors during the 1950s
was a function, principally, of short-haul operations, both in the Caribbean, which
relied on American markets, and in the Mediterranean, where the northern European
markets predominated. Such long-haul tourism as existed was chiefly composed of
Americans travelling to Europe, although the volume was constrained by the
limitations of the type of aircraft then available. The introduction of new aircraft in
the 1960s, namely the long-range, high capacity Boeing 707s and Douglas DC-8s,
altered this pattern and long-haul tourism began to grow. Initially this was through an
expansion of transatlantic travel as greater capacity became available. A further
change was in the opportunity that the new jets created for travel to more distant, third
world, destinations. A major organisational influence in the development of tourism to
the developing world was the extension of charter air travel to long-haul tourism.
Charters allowed the operators to offer much lower fares than those available on
scheduled flights, although government regulations continued to restrict the minimum
price of the total holiday to the level of the scheduled air fare. Package holidays to
exotic destinations began to grow in popularity as tour operators expanded their

existing short haul operations to a wide range of worldwide destinations®.
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Europe and North America, however, remained the world's major
destinations. Of the 25 million worldwide arrivals in 1950, and the 69 million in 1960,
visitors to Europe and America accounted for over 90 per cent of the total, with
Europe's share dominating. However, during the 1960s the overall rate of growth in
both continents declined, falling below the world average of 130 per cent. In contrast,
much higher rates were recorded in the rest of the world, namely in Asia, Africa, the
Middle East, Latin America and the Caribbean. By 1970 the number of visitors to
these destinations had increased by almost 300 per cent, with arrivals to the
Asia/Pacific region showing the highest increase of 615%.»Despite the low base from
which this growth occurred, in 1970 the number of arrivals to these destinations then
represented 12 per cent of the world total, almost doubling market share in a single
decade. Thus, of the 160 million visitor arrivals recorded in 1970, almost 20 million

reached destinations outside Europe and North America (WTO, 1986).

The growth in the number of tourist arrivals led to an increasing demand for
hotel accommodation, particularly in third world destinations where the development
of tourism had previously been limited. The major scheduled airlines, which were
rapidly expanding their jet fleets and global operations, were particularly concerned.
They were amongst the first to take action to increase the supply of hotels in
developing countries, which were almost exclusively built in western style. Pan Am
(1966:9), complained of the "... gap between available airline seats and existing hotel
accommodations..." and initiated a major expansion of the Intercontinental Hotel
Corporation. In 1966, new Intercontinental Hotels in Accra, Bangkok, Bali and Dacca
were opened and construction was under way in ten more locations as far apart as
Managua, Manila, Nairobi, Papeete, Lahore and Lusaka (ibid.). By 1967, the

company was operating 40 hotels in 29 different countries and planned a further 50
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per cent rise the following year (PAA, 1967). At the same time, TWA also entered
the hotel business through the purchase of Hilton's international hotel chain, thanks to
a similar concern about the lack of foreign hotel rooms. This acquisition gave the
airline immediate control of 36 hotels in 24 foreign countries, a further 8 foreign
hotels under construction, plus properties in Hawaii, Puerto Rico and the US Virgin
Islands (TWA:1967). BOAC (1967:12) was also concerned that "..the success of air
transportation generally is creating problems of shortage of hotel accommodation at
various places throughout the world, not only in the big cities but also in the newly
created holiday resorts that are attracting visitors in increasing numbers...". The
British airline announced plans to copy the Americans, and to enter the hotel industry,

albeit in a more limited fashion.

This expansion of the tourism and hotel industries, both in size and scope, took
place during the Development Decade declared by the United Nations, which
supported tourism's role in the process of development. A special conference on
tourism held in 1963 concluded that "... tourism is an important factor contributing to
the strengthening of the economies of all countries, and particularly of the developing
countries" (United Nations, 1963:17). The industry was seen as a generator of foreign
exchange, with linkages into other industries, such as building and transport, that
would also develop in response to the stimulus of tourism. State intervention was
recommended, especially in areas such as hotel construction, if the private sector was
not willing to take part. As far as third world was concerned, the UN recommended
that the government should be willing to "... do everything reasonably within its
power to assist its tourism industry" (ibid.: 35). Governments of third world countries
were also eager to embrace tourism. They saw the Spanish experience as a model to

be followed, assuming that it would be capable of similar success elsewhere
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(Cleverdon, 1979).

This official enthusiasm towards the industry coincided with intensely
optimistic projections for travel and tourism and particularly for air travel. By the
middle of the 1960s, air traffic was growing at 15 per cent per year and projections
for 1980 suggested a 200 per cent increase in the number of passengers (Bender &
Altschul, 1982). Partly as a result of these expectations, further changes in aircraft
technology were planned, leading eventually to the introduction of the wide-bodied
jets: the Boeing 747s, Douglas DC10s and Lockheed Tristars. This heralded .a major
shift in the development of the industry, as tourists could now travel in greater
numbers to ever more distant destinations, more quickly and more cheaply than ever

before.

The Jumbo Era

The immediate consequence of the airlines' acquisitions of the new jets was a
massive expansion of available airline capacity. This occurred in two ways, the first
through the quantum leap in the number of seats available per aircraft, from under two
hundred in a 707 to over three hundred and fifty in a 747. The second expansion arose
from the fact that the existing fleets were still well within their productive life, and
hence the number of available aircraft also increased dramatically. Having bought the
new jets, the scheduled airlines were then faced with the problem of either finding a
use for the older intercontinental fleets of Boeing 707s and Douglas DCS8s, or else
disposing of them. One solution lay in charter operations, which were mounted both

by the scheduled airlines and by the independent charter operators, the latter being
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assisted by an oversupplied second-hand market for long-range aircraft. This trend
began with the inaugural flight of the Boeing 747 in 1970, the first by a wide-bodied
jet, and accelerated over the next few years as more of the world's airlines entered the

jumbo era.

In response, global arrivals rose sharply in 1970 to a total of 160 million, an
increase of over 11 per cent on the previous year. However the rate of growth
declined over the following four years, falling to under 5 per cent in 1973 and to a
low of 3.4 per cent the following year (WTO, op. cit.). Thus the airlines were faced
with a situation of expanding supply whilst overall demand was in decline. At the
same time the first oil shock of 1973/74, in addition to depressing demand, had
massively increased the airlines' operating costs through a quadrupling of the price of

fuel (Sampson, 1984).

These conditions led to a changes in the structure of the market for tourism
which derived from the airlines' response to the economic crisis. As often happens in
cyclical downturns, the previously strong system of fare-fixing operated by the
International Air Transport Association broke down (Cleverdon, op. cit.). The result
was a greater freedom for competing operators to lower prices. The scheduled airlines
then began to offer an array of discounted, incentive fares, designed to fill their excess
capacity and to meet the low price of charter competition (Jonsson, 1981). As a
consequence, tour operators were able to take advantage of attractive discounts,
particularly for group bookings, and could thus offer cheap package holidays using
scheduled, rather than charter, services*. For the tour operator this removed the risk,
inherent in chartering, of not filling the aircraft sufficiently to achieve a profit. That

risk was now passed to the scheduled airlines, thus allowing the tour operators greater
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freedom to expand.

The airlines also introduced discounted fares for direct sale to the general
publié. Whilst part of the incentive came from the above changes, the expansion of
direct sales of discounted fares was more the result of Laker Airway's Skytrain
service. Advance purchase fares, at a discount from the IATA rates, had been
developed in the early years of the decade, largely on the British colonial routes, and
had been accepted by IATA in 1975 for use on the North Atlantic (BOAC, 1975).
Two years later, however, fares on this route fell dramatically, thanks to Laker's
radically low fares on Skytrain (Banks, 1982). The result was to open up a new era of
cheap travel and to change the pattern of official air tariffs, which were widened to
permit fares that could compete with charters both for group travel and for
individuals. This changed the structure of long-haul travel in particular, as charter
arrangements on the old narrow-bodied planes were replaced with much more flexible
group arrangements on the long distance scheduled routes operated by the more

comfortable wide-bodied jets.

Destinations outside Europe and North America then witnessed a marked
growth in the number of arrivals, thanks in part to these developments. Starting in
1976, the annual rate of increase in arrivals to these, predominantly third world,
destinations was considerably higher than both the world average and the rate of
increase to the two dominant continents of America and Europe. By 1980, America's
share had fallen to just over 12 per cent, whereas the rest of the world outside Europe
received almost 20 per cent of the 285 million total. Once again growth in the
Asia/Pacific region was significantly higher than in other regions of the world,

exhibiting a rise of more than 310 per cent over 1970. By comparison, America and

33



Europe exhibited rates of 30 and 74 per cent respectively, against a world average of
78 per cent (WTO, op. cit.). This growth was also a function of the rise of outbound
travel from countries outside Europe and America, and in particular from Japan

which, in the mid-1970s, emerged as a major source market (Burkart, et al, op. cit.).

In 1981 however tourism growth slowed, following the second oil shock and
the subsequent global recession. The following year tourist arrivals fell for the first
time in two decades, with the global number of arrivals declining by almost 1 per
cent. At the same time Laker Airways went out of business, removing the competition
that had so seriously affected the scheduled airlines. Virtually all other airlines were
also facing serious financial problems at this time, which led to changes in the
structure of the international hotel industry. Pan American Airways, which had been
the leader in vertical integration in the hotel and airline business, made its exit from
the hotel industry. Faced with mounting financial losses, the airline's bankers forced
the sale of Intercontinental Hotels, Pan Am's last remaining profitable asset, to

Britain's Grand Metropolitan Hotel Group (Banks, 1982).

Conclusion

This chapter has chronicled the major changes and developments in the hotel
and tourism sectors that have shaped present conditions and practices. Early historical
developments continue to influence the industry, particularly through the use of
package holidays in tour operation and franchising and product standardisation in the
hotel industry. Post-War developments have been dominated by changes in civil
aviation, which have been both technological and organisational, and which have

underscored the influence of transportation on the tourism and hotel sectors. The
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widespread development of tourism in more remote, and predominantly third world,
countries has been one in which aviation has played a major role, although political
concerns of both international organisations and national governments have also
influenced outcomes. Just how outcomes have been analysed and explained will be
examined in the following chapter. This will review the academic literature on the
subject of hotels and tourists to consider the questions that have been asked and the

significance of the answers.
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NOTES

(1)Interview: former chairman of Horizon Holidays; June 1985.

(2)Interview: ibid., June 1985.

(3)Interview: Chairman & Manging Director, Kuoni Travel Ltd.; January 1987.

(4)Interview: ibid. January 1987.
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CHAPTER 2

Hotels and Tourists: explanation

The post-war expansion of the hotel and tourism sectors has attracted a
degree of academic attention, much of which has focussed on outcomes in the
developing world where changes have been most rapid. A literature has emerged
within several disciplines of the social sciences, although the range of enquiry has
been somewhat limited when compared to other industries and sectors. Tourism’s
image as a luxury good, and by implication therefore as a trivial element in the
social world, may have been responsible for this relative lack of scholastic
endeavour. Mathews (1983:304), suggests that an academic interest in tourism has
been viewed by many social scientists as little more than "..dabbling in frivolity...",
Whilét Leiper (1979) asserts that attempts to study tourism have been met with
derision in academic circles. On those occasions when academic analysis has been
undertaken, | the major focus of enquiry has been on the consequences of tourism,
often in isolation from an analysis of how the system operates. The principal set of
outcomes that have stimulated attention in the literature have been economric,
where the issue has been the relative cost and benefit of tourism at the macro-
economic level. Recognition of the non-pecuniary costs of playing host to foreign
visitors has also generated academic work, principally amongst sociologists, much
of which is critical of the social problems that tourism and the development of
hotels may cause. This chapter reviews the literature to examine the set of
questions asked, the methods chosen and the conclusions offered by the social

sciences when considering tourism and hotels.

The main body of the literature, generated from the perspectives of
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economics and sociology, has tended to focus on consequences, especially in the
third world, thus stressing outcomes rather than analysing causation. During the
1960s, positive economic outcomes were ascribed to tourism; conclusions that were
consistent with the United Nations’ insistence on the benefits of tourism in the
development process. More critical work appeared in roughly the period following
the first oil crisis, when onerous economic costs and unwanted social outcomes
were discussed. Later, an additional issue was added to the development agenda. A
growing literature that criticised the impact of manufacturing multinationals in
developing countries was extended to embrace the effects of the large chain hotels.
This in turn led to a perception of tourism as "..a vast globe-encircling ’system’..."
with an undefined locus of control and with unanticipated and unexplained

consequences (Lengyel, 1980:7).

Tourism Data - issues and problems

Before examining the literature in more detail however, one further issue must
be raised that bears directly on the conclusions that have been suggested by various
disciplines, and that is the reliability of tourism data. Not only does this have
implications for academic conclusions, but it also affects the perception of
decision-makers. In both private and public sectors decisions can be influenced by
the relative importance of tourism as suggested by the data. Amongst the most
frequently cited statistics are those already given in this text to indicate the
dimensions and growth of the tourism sector, namely the aggregate arrivals and
receipts which have been compiled by the World Tourism Organisation (WTO), .an

organ of the United Nations. This body superseded the International Union of
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Official Travel Organisations in 1975, when the centralisation of tourism data
became its responsibility. The statistics originate from each individual country’s
data-collection agency, which is frequently the government-sponsored mnational

tourisni organisation (NTO).

So far the estimates of global tourism have been presented unquestioningly, a
trap that many writers on tourism fall into. The necessary caveat, which must be
spelt out before proceeding, is that there are such substantial measurement
problems involved in compilation, that the accuracy of the data, and its
comparability, is seriously in doubt (White and Walker, 1982). There are problems
with both the accuracy of the statistics on arrivals and, even more so, with those on
tourism receipts. The two major problems with the arrivals data are first, what
constitutes the basic definition of a tourist and, second, that methods of data
collection are not uniform across all countries. Further, the same country may vary

the method used at different times.

The basic definition of a tourist was accepted by the UN Conference on
Travel and Tourism in 1963, and has since been generally adopted as the
international standard. This has created a hierarchy of travellers for definitional
purposes: all persons who move into another country are classed as travellers, with
the majority being classified as "visitors" ,unless they are in transit or the visit is
connected with military or diplomatic service, when the classification is "others".
More important is that this group of visitors is then split into "tourists" and
"excursionists",the difference being that tourists spend one night or more in the
country whilst excursionists do not. The difficulties of comparability appear when

an examination of the "arrivals" figures for individual country data reveals that

39



some countries report "tourists",whilst others report "visitors".Furthermore, there
are different methods of data collection in use. Some countries obtain their
statistics by means of a frontier check, others use registrations at registered hotels
only, and some count registrations at hotels plus other forms of accommodation
(Withyman, 1985). Not only is tourism data not collected on a comparable basis by
different countries, but there have also been occasions when individual countries
have changed their methods or definitions, thus rendering their own data non-
comparable over time. Consequently the aggregated data give a poor indication of
the functioning of the industry, especially when global trends, regional comparisons
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