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Abstract 

 

This paper firstly analyzes the pace of recovery of the world economy after the global financial crisis. It 

suggests that despite the better performance of developing and transition economies than developed 

economies; both groups of countries remain strongly dependent on each other. Trade linkages are a 

major factor explaining the synchronism of growth cycles between countries. In measuring the 

magnitude of trade shocks throughout recent periods of global boom and bust, it shows that transition 

and developing economies tend to be more vulnerable than developed economies; while marked 

differences among developing countries can to a large degree be explained by export specialization 

patterns. The central lesson is that though no country is immune to global shocks, export-diversified 

economies, as well as those with some specialization in services and tourism services in particular, 

seem to better prepared to weather a global turmoil. Subsequently, the paper considers pending 

challenges and risks ahead for the global economy, which have the potential to cause a variety of 

outcomes that range from a protracted and below-par recovery to a severe global slowdown. By 

narrowing the scope of the analysis on the areas relevant for the tourism sector, namely the 

employment situation, financial conditions and changes in the fiscal stance, the paper discusses sector-

specific responses and potential avenues for development throughout, and to help sustain, the recovery. 
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Overview 

 

A full recovery from the deep global crisis of 2008-2009 is pending, and is subject to serious risks. A 

revival of economic growth for the world as a whole took place in 2010. But the estimated 3.6 per cent 

growth rate is far below the strength that should be expected after a global contraction of 2.0 per cent. 

Furthermore, the United Nations forecasts that grow will likely decelerate in 2011 and 2012. The impact 

of these outcomes, recession in 2008-2009 and inadequate recovery in 2010-2012, on employment is 

monumental. The International Labour Office (ILO) estimates that more than 30 million workers in the 

world remain ‘officially’ unemployed, without counting the millions who have fallen into vulnerable 

employment or are permanently discouraged from participating in formal labour markets.  

 

The challenges, and the implied risks have those not been resolved, are many. At present, the 

probability that a combination of these risks materialize with the potential to derail the recovery is non-

trivial. For example, as Governments are proposing to unwind fiscal stimulus and shift into spending 

cuts in many areas like infrastructure, social services, state and local government support, etc, the short 

term impact on growth is going to be unambiguously negative, thus making a recovery pendent on a 

quick and sustained resumption of global private consumption and investment, which is not in the least 

granted in a context of financial instability and deleveraging. Stability in the financial markets, whose 

implosion triggered the previous crisis, is not yet fully accomplished and new risks could emerge. For 

example, the lack of sustained activity in the real economy, with worsening real estate markets, weak 

consumer demand, etc, may shift resources into risky portfolio allocations which would not help to 

restore balance sheet strength of the banking sector and would moreover create further instability. 

Another set of risks emanate from the international policy environment. The prospects for greater 

international coordination are fading away, with Governments of major countries entangled in debates 

about currency manipulation, quantitative easing and carry-trade flows, capital controls, etc, unable to 

find common grounds for policy action. Thus, there is a serious threat of competitive devaluation wars, 

protectionism, etc., reminiscences of beggar-thy-neighbour policies which emerged in the aftermath of 

earlier global crisis, most notably the Great Depression, and called initial recoveries to a halt. 

 

There remains some room for hope that policy makers and private agents persevere on their ability to 

change course and to focus on the areas which are proven to be effective at ensuring economic 

recovery. Across these areas the tourism sector may have a lot to strive for and a lot to offer as well. To 

begin with, the tourism sector and international tourism in particular have shown relatively more 

resilience than other sectors during the crisis and early recovery, as indicated by the recent analysis of 

the UNWTO, to be published in the UN/DESA World Economic Situation and Prospect, 2011 

(forthcoming). In so far as the tourism sector comprises of a wide range of participants, from informal 

and small-scale entrepreneurs to large firms, they are both creators of employment and unique 

beneficiaries of employment creation in other sectors. Also, there seems to be an important 

interconnectedness of the tourism sector with international trade in good and services. Hence, the 

resumption of international trade, which so far has been one of the strongest pillars of the turn-around of 

global growth in 2010, could be a contributing factor in the full recovery of the tourism sector. Also, the 
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resumption of credit and is an essential piece of the puzzle for a full recovery of tourism. On the one 

hand, credit contraction from the supply side may have affected, and continue to affect, providers in the 

tourism sector, particularly medium-scale entrepreneurs. On the other hand, demand for credit by 

almost all sectors has weakened during the periods of financial turmoil and crisis, as grim prospects for 

sales have discouraged investors. This is an aspect where participants in the tourism sector may show 

greater dynamism as their activity seem to be more flexibly adapted to changing investment horizons. 

Finally, the stability of exchange rates matter significantly for this sector. Even if individually each 

participant in the sector may think to benefit from a currency depreciation, such gains prove not to be 

lasting, particularly when accompanied by greater volatility and rapid swings of expectations. 

 

The next section analyzes the pace of recovery of the world economy after the global financial crisis. A 

central observation is the synchronism of growth cycles between developed and developing countries 

and it discusses extensively the role of trade as a mechanism of transmission. The following section 

discusses the pending challenges and the risks ahead, which if materialized have the potential to cause 

a severe slowdown with implications for the tourism sector as well. By narrowing the scope of the 

analysis on the areas relevant for this sector, namely the employment outlook, financial conditions and 

the fiscal stance, the final section suggests areas where the tourism sector has some scope for action.  

 

The nature of the economic recovery underway 

 

1. The world economy may growth at 3.6 per cent in 2010 after the severe shock caused by a 

threatening ‘great recession’. On assumptions that may be judged ‘optimistic’ after the recent 

impasse at the G20 meeting in Seoul, announcements of fiscal contraction in many and large 

economies, resumption of sovereign debt fears in Europe, and incidents of low-intensity 

protectionism and various forms of competitive devaluation, global growth may decelerate in the 

next year to a rate of about 3 per cent (see Table 1). The recovery, even if insufficient to make 

up for the losses during the crisis, is in large part the result of unprecedented measures taken 

by the largest economies, such as government spending stimuli in most OECD countries and 

large emerging economies, notably China, and trillions of dollars worldwide injected into the 

impaired financial systems of major developed countries. 
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2. Yet, it is in the major economies where the scope for a full resumption of economic growth and 

net employment creation in the short term horizon is rather limited. The relatively sluggish 

performance in the developed world can be roughly explained by noting, on the one hand that 

the net fiscal stimuli in place, though large, were either inadequate to cope with the colossal 

magnitude of a two-year crisis, or not properly focused towards actions that had greater 

magnifying and direct effects on spending and employment generation. On the other hand, 

while financial injections and bailouts served to short-circuit a potential avalanche of falling 

financial institutions, they may have been insufficient to translate into more transparent, better 

regulated and effective financial systems to channel resources to the real economy. 

 

3. In the developing and transition economies the crisis was no less severe (measured by growth 

losses compared with the trend, as well as using a per-capita growth metric) but still their rates 

of growth in 2010 and 2011 would be significantly higher than those of developed economies. 

Thus, it could be said that they contributed significantly to the global recovery. Such relatively 

more positive outcomes may have responded to two sets of factors. First, most countries in this 

category were relatively immune to the excesses that held up growth in the developed world, 

such as unfettered finance, over-borrowing and asset bubbles, and therefore were better 

anchored on financial systems and spending patterns which did not suffer such traumatic 

shocks. Second, in many of these economies the policy responses were aggressive and 

relatively well-focused, not irrelevantly because the macro-financial conditions were more 

conducive and considerable reserves were at their disposal. Though such could characterize a 

relatively small number of countries, notably Brazil, China, India and the Russian Federation 

(and to a relatively lesser extent Mexico, Argentina and South Africa), these exercised a 

gravitational force on their regional neighbours and by an large world partners through the trade 

linkages that were strengthened in the pre-crisis period. 

 

2006 2007 2008 2009 2010a 2011b

World output 4.1 4.0 1.6 -2.0 3.6 3.1

Developed economies 2.8 2.5 0.1 -3.5 2.2 1.9

Euro zone 3.1 2.8 0.4 -4.1 1.5 1.5

Japan 2.0 2.4 -1.2 -5.2 2.7 1.1

United States 2.7 1.9 0.0 -2.6 2.6 2.2

Economies in transition 8.3 8.6 5.1 -6.7 3.8 4.0

Developing economies 7.5 7.9 5.3 2.3 7.0 6.0

Africa 5.9 6.0 5.0 2.3 4.7 5.0

East and South Asia 9.0 9.9 6.1 4.9 8.3 7.1

Western Asia 6.1 5.1 4.4 -1.0 5.5 4.7

Latin America and the Caribbean 5.6 5.6 4.0 -2.1 5.3 4.0
(a,b): Figures for 2010 are based on incomplete datasets and forecasts for 2011 are preliminar

Source:  UNSD (historic period) and UN/DESA/DPAD World Forecasting Model (projections)

Table 1: Grow t h of  w or ld out put , 2006-2011 (annual percent  change)
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4. However, a ‘de-coupling’ of the developing and transition economies from the sputtering global 

locomotive of the developed world is not in the least warranted and, moreover, it will be 

disingenuous to adventure the hypothesis that they could turn themselves into a global growth 

driver. The historic evidence suggests that economic crises in the developed world have 

consistently caused havoc in the developing and transition economies. In few instances in 

which a full synchronization of cycles was not observed the economic crises emerged in the 

developing world in the first place. Despite considerable advances in regional trade and 

financial integration among developing economies, and even efforts of policy coordination, a 

sustained demand from the significantly larger and more sophisticated developed world remains 

crucial for economic prospects elsewhere. In addition, stability of financial flows and exchange 

rate valuations are a precondition for strategic development, without which growth disruptions 

are likely to prevail. Thus, the combination of sluggish economic activity in the developed world 

and the currently precarious conditions of the international financial and exchange systems 

(subject to competitive devaluations and uncertainty) may affect, via trade in goods and 

services, growth prospects in the developing world. 

 

5. Figure 2 below shows growth patterns of world income and international trade (world imports of 

goods and services) in the relatively recent period. It is clear that these are mutually reinforcing 

processes, but changes in trade activity seem to be greatly amplified. Weak accelerations and 

decelerations of world income in the first years of this century had more than proportional 

effects on trade in goods and services. The global recession at a rate of 2 per cent led to a 

contraction of world imports of more than 10 per cent, showing a turn-around of similar 

magnitude in the recovery of 2010. Again, a small deceleration of growth expected in 2011 may 

lead to a sharper deceleration of trade. As shown further below, trade shocks spread to all 

countries. 
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6. The figures below expose magnitudes of merchandise trade shocks from the perspectives of 

world regions and main sectors of specialization. Trade shocks are estimated by adding up the 

changes caused to export revenue and import payments due to changes in the terms of trade, 

and the changes caused to export revenue by imputing the changes in the volume of exports 

due to fluctuations of world demand.1 These are presented as per cent of each region or group 

of countries’ GDP. Four sets of figures are shown, the average for the years 2001-2007, and 

each of the years from 2008 to 2010. Figure 2(a) shows, in the first set of bars the changes of 

world income previously shown in Figure 1, as reference. The other sets of bars show the 

shocks, either positive or negative, experienced by main world regions. All regions are affected 

but, proportionally to GDP, developed countries suffered the smallest fluctuations by a very 

large margin. Among the developing regions the Economies in Transition and West Asia 

experience the largest swings from boom to bust. As suggested below, these different patterns 

may reflect export specialization structures. 

                                            
1  The demand shock is defined as the increase (or fall if the shock was negative) of volume of 

export goods after taking away the price changes (i.e. assuming constant prices). Terms of trade 

shocks are comprised of price effects on assumed-constant volumes of exports and imports. It nets 

out the changes in import payments from the changes in export revenues caused by prices. For 

further details, see http://www.un.org/esa/policy/publications/wespwevm/monitor_note.pdf. 

Source: UN/DESA World Forecasting Model

Figure 2:  The growth patterns of income and trade
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7. Figure 2(b) groups countries by their main sector of specialization and shows trade shocks 

estimated by the same method explained above2. The first set of bars show trade shocks for the 

world as a whole and groups of countries by specialization are compared in the other sets.3 

The countries that experience the largest shocks, and are therefore subject to greatest 

fluctuations are energy exporters, followed by mineral exporters. Manufacture and diversified 

exporters show greater stability. On average, these suffer the smallest price swings and face 

more stable demand. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                            
2  Countries are considered diversified when the export sector with the highest concentration is 

no greater than 40 per cent of the total (or 50 per cent of the total for manufactures since such 

category covers a vast number of products). Otherwise, they are considered specialized in the sector 

with the largest export sector. 
3  Taking the world as an aggregate, terms of trade effects cancel out and shocks are entirely 

due to demand effects on changes of volume.  
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Source:  UN/DESA World Trade Vulnerability framewok, based on UNSD, Comtrade and UNCTAD commodity data

Figure 2 (b) : Trade Shocks According Sectors of Export Specialization

Figure 2 (a) : Fluctuations of World Income and Trade Shocks per Region
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8. Fluctuations of trade in services and international tourism show some correlation with the 

patterns observed for merchandise trade. This is partly because merchandise trade gives place 

to international services (from shipping, construction, financial services, etc) and in various 

ways it triggers tourism activities as well. Thus, when merchandise trade fluctuates some of the 

services attached to such trade fluctuate accordingly. Also, the variety and flexibility of services 

trade and tourism tend to provide these sectors with a relative resilience to shocks similar to 

that experienced by more diversified economies. Services and tourism are in no way immune to 

external shocks, but the degree of intensity would be related with the underlying trade structure.  

 

9. This is suggested by the set of figures 3(a) and 3(b) below. The plots show rates of growth 

(annually for services trade, and monthly for international tourism), and run up to the latest 

period of data availability (no projections are available for these specific markets). Broad 

disaggregation of trade in services among the main country groupings shows that fluctuations 

are larger for the Economies in Transition, as it was the case for merchandise trade. The other 

groups of countries are, on very aggregate terms, either more specialized in manufacture 

exports or are more diversified. Figures for international tourism capture monthly changes for 

the world as a whole, suggesting, at that level of aggregation, patterns similar to those 

experienced by largely diversified economies. In sum, trade in services and international 

tourism are vulnerable to external shocks; changes in world income have material implications 

for their levels of activity. Yet, it can be hypothesized that countries following strategies of 

expansion towards services and (international) tourism may eventually manage to cushion 

themselves against external shocks in a similar vein as strategies of export diversification away 

from primary commodities. 
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Source:  UNCTAD handbook of trade statistics

Figure 3 (a) : Evolution of International Trade in Services

Figure 3 (b) : Evolution of International Tourism Services

-25

-20

-15

-10

-5

0

5

10

15

20

25

30

an
n

u
al

 p
er

ce
n

t 
g

ro
w

th

2002-07 16.1 15.1 22.4 18.8

2008 12.2 11.2 27.0 13.5

2009 -12.2 -12.9 -17.2 -9.8

World trade services
D'veloped Econ: export 

services
EiT: export services

Developing economies: 
export services

 International Tourist Arriv als, monthly  ev olution  

World (%  change)

So urce: Wo rld To urism Organizatio n (UNWTO) ©

-15

-10

-5

0

5

10

15

2008 2009 2010*



 11

The challenges and risks ahead 

 

10. The set of circumstances surrounding the world economy suggests that this is a fragile 

recovery. As most developed economies have lost or are under risk of loosing impetus in their 

recovery from the crisis, small deviations from the projected baseline in a few of these countries 

due to an unfavourable combination of negative factors may trigger a downward cycle. On 

these assumptions, a sustained global recovery will likely be threatened and the outlook will 

depend on how low the growth of developed countries turns out to be. 

 

11. Failure to generate employment at faster rates than present may have severe and lasting 

consequences for dragging global demand. The crisis caused an increase of more than 30 

million workers unemployed, three quarters of which in the developed economies, and one 

quarter in the United States alone. These figures do not include the millions of discouraged 

workers or those who find themselves working fewer hours than desired. What is more, a 

relative loss of income persists for many years even for those who re-insert themselves in the 

labour market after a lapse in unemployment. Finally, the high levels of unemployment brought 

about by the crisis have the potential to erode social cohesion and create unrest. The implied 

loss of household income, the erosion of skills and productivity, and the wearing down of social 

institutions are manifest already and may have even more tangible effects on global demand 

and productivity growth if not successfully and promptly reverted. 

 

12. A continued sluggish credit borrowing and lending in major developed economies will impede 

global growth. The global crisis created not only a hole of unprecedented scale in balance 

sheets of households, companies, pension funds and banks, but also caused a reversal in the 

previously high rates of lending and borrowing of many developed countries. The changes of 

policy stance and the injections of government backed-up liquidity into the system have barely 

succeeded in revitalizing credit markets (even if those policies seemed to have short-circuited 

the deleveraging spiral). But financial and flow-of-funds statistics suggest that credit activity has 

not yet resumed. And in some cases the growth of lending is still negative. Surveys of lending 

practices, where available, show a mixed picture whereby both the suppliers and the 

demanders remain fragile in the uncertain zone of ‘no-improvement-no-worsening’. Such 

hesitation on both sides of the credit markets hints to continuing stress on balance sheets of 

banks as well as on net worth of households or that companies remain risk-averse. An 

uncertain pattern of this kind is unlikely to stay put for long and a shock of confidence may 

easily arise, thus threatening with another financial crisis. 

 

13. The sluggishness in credit markets and the prevalence of unemployment get compounded with 

a third risk factor, namely a weakening of consumer confidence. Surveys of consumer 

confidence and statistics of retail sales tend to hint to a slow recovery. But no study has already 

rule out a situation where consumers tighten their belts even more stringently in their attempt to 

restore financial viability, or protect from unemployment or from a further fall in real estate 
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prices, their main asset in most countries. In their attempt, prudent or financially constrained 

households taken together could be reinforcing a deflationary spiral of asset and retail goods. 

 

14. As much as consumers may be reluctant to spend, a forth factor of risk looming ahead is a 

deepening of what seems to be an underlying ‘wait-and-see’ attitude among businesses. While 

the verdict of surveys of industrial activity and outlooks varies from country to country, most 

studies suggest that business confidence is shaky and, as investment is not yet strong enough 

to ensure recovery of employment, then current slow pace may as well turn into contraction, 

particularly following a confluence of the negative factors mentioned so far. 

 

15. It may seem quite unlikely that monetary policy in developed economies is tightened before 

there are robust signs of economic activity, but the shift towards fiscal austerity is already 

contemplated in most government plans. Since the attempts by a few countries to re-energize 

their economies by fiscal injections or employment creation programmes face disbelief, the 

implication is that the fiscal stance for the developed world as a whole will be contagiously 

contractionary. Depending on the depth and the timing of the turn-around, the negative effects 

on growth of demand may be severe. Admittedly, it is often believed that sound fiscal balances 

tend to inject confidence and encourage investment and economic activity; yet it is highly 

probable that government accounts may not stand well the erosion of tax revenue and the 

growth of unemployment benefit payments that austerity may cause in the first place.  

 

16. Fears of sovereign debt default and implied high risk premiums are becoming more prevalent, 

even if in some cases are unjustified. The immediate impacts are greater costs to governments 

and calls for austerity. Though there is some hope that mild interventions or announcements of 

‘lender-of-last-resort’ type may serve to contain threats, in all such cases austerity programmes 

come as a requirement. Yet, it is likely that austerity programmes could face serious difficulties 

of implementation or, even if fully implemented could prove unsuccessful in reducing the debt 

burden (for the reasons enounced above). Thus, such risks would re-emerge, with knock on 

effects on growth performance; more austerity would be called for in addition to greater risk 

premiums charged on government budgets; and uncertainty regarding the viability of 

governments and their lenders will rise to perhaps unprecedented levels. These effects will 

deepen risks mentioned above and their consequences. 

 

17. A seventh risk factor is the threat of countries in isolation resorting to ‘beggar-thy-neighbour’ 
policies in their attempt to either resolve problems of inadequate demand or deal with 

perceptions of manipulation of real exchange rate and un-lawful protection enacted in other 

countries. So far this risk has been contained in virtue of, mostly two phenomena. First, 

governments in various international arena, like the UN General Assembly, the WTO, the G20, 

regional associations, etc. have manifested their commitment to rule out competitive 

devaluations or protectionism. Second, a relatively common direction in their expansionary 

policy stance emerged promptly, thus averting the risk of sluggish demand that is usually behind 
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protectionist inclinations. But the current context is significantly different. On the one hand, 

inadequate demand is a visible fact that, from what is argued above, would not be countered by 

expansionary policy, thus ‘containing’ the sluggish demand within borders may look as a 

necessary last resort. On the other hand, perception of protection enacted in other countries 

than one’s own is raising and is calling for retaliation. The effects of a spiral of ‘beggar-thy-

neighbour’ policies on global demand and activity would be, in the current context, 

immeasurably high. 

 

Tourism sector at a challenging juncture 

 

18. The sections above carry two implications. First, the strength of the tourism sector is, and will 

remain to be heavily dependent on the strength of the global economy, despite the fact that this 

sector would face less sharp fluctuations than, for example, extraction of raw materials and 

energy production. Second, if the risks mentioned above materialized in some significant scale, 

then the tourism sector will have to brace for harsh times. Among these risks, there are three 

which may be of particular interest for the tourism sector because of the potential by 

participants to act upon them. These are those related with employment, credit and the fiscal 

stance. 

 

19. In order to highlight the particular interest of these three risk factors, it would seem useful to 

discuss them within a typology of development of the tourism sector.4 The key explanatory 

variables are the capital-output ratio, labour intensity and the role of the state. Three broad 

phases of development are distinguished.  

 

√ In a first stage of rather spontaneous activity, an ‘exploration stage’, capital 

requirements tend to be nil or very low, and employment creation is mostly of the informal 

or self-employed kind. In this stage the growth benefits for the economy as whole may not 

be substantial but large proportions of the informal economy may be helped out and 

existing business with installed capacity have direct ways to benefit from the expansion of 

economic activities triggered underway. Another characteristic of this phase is the ability of 

new entrants to benefit from ‘public goods’ at hardly any cost and facing little intervention by 

the state to regulate or set out strategic plans. 

 

√ The second stage, usually referred to ‘development stage’, is heavily dependent on 

public sector support and implied deployment of strategic and regulatory frameworks. The 

incremental capital-output ratio resulting from public investment in infrastructure, human 

capital formation, etc and private investment in the actual provision of the services is far 

above the national average. Employment creation continues to be considerable and in this 

phase most of it takes place as formal employment. The multiplier effects for the rest of the 
                                            
4  This typology draws from T. Mihalic (2002), ‘Tourism and development issues’; in R. Sharpley 

and D Talfer (eds) Tourism and Development. Concepts and Issues, and similar studies. 
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economy are large due to the synergy triggered by infrastructure and employment creation. 

The greater challenges are risks of environmental degradation, climate change impact, and 

the ability of regulatory and strategic frameworks to operate at the speed of developments 

on the ground.   

 

√ The third stage, the ‘mature stage’, allows reaping the benefit of established private-

sector capacity and infrastructure development. The incremental capital output ratio is low 

and direct employment creation is moderate, though a large number of new jobs are 

created in industries which benefit from the multiplier effect of the activities of the tourism 

sector. Also, increasing number of new services are added to the typical offers of the sector, 

such as medical, cultural services, etc. During this phase it is expected that the gap 

between public sector regulation and practice would have narrowed, and the major impacts 

of policy are those which affect the larger economy, like changes in the value added tax, 

etc.  

 

20. The boundaries of these phases of development of the tourism sector are extremely malleable 

due to a considerable flexibility of actors to accommodate to different financial and investment 

requirements, adapt plans and respond to overall macroeconomic dynamics. Undoubtedly, the 

performance of the sector is heavily dependent on the strength of global and national aggregate 

demand. But perhaps one of the reasons why this sector is less affected than other industries 

when external conditions fluctuate is because of a greater degree of substitution between 

domestic and international travel. Also, across all phases employment creation is a major factor 

in sustaining the dynamism of other industries and services as well. Therefore, by adapting 

offers and plans participants in the tourism sector can maintain activity even if macroeconomic 

conditions deteriorate, with implications on other sectors and feedbacks into tourism activities. 

Another advantage of the sector is the fact that, for most participants but particularly for 

medium- and small-scale agents, financing can be more flexibly accommodated to different 

levels and time-horizons than in other sectors. Finally, the sector is at a juncture by which 

actions of both central governments and local governments create meaningful synergies and 

therefore the sector occupies a unique space for cooperation between public and private 

agents.  

 

Conclusion: facing an uncertain global economic environment, there is scope for action in the 

tourism sector 

 

21. The UN/DESA is preparing its assessment, soon published in the World Economic Situation 

and Prospects 2011 (http://www.un.org/esa/policy/wess/wesp.html, pre-released in mid-

December 2010, full-version in January 2011). Very preliminary conclusions described in the 

initial sections of this paper confirm that a recovery from the global crisis is taking place, but 

subject to serious downside risks. Moreover, it is stressed that prospects for developing 

countries are not delinked from the need to strengthen the recovery in developed countries. 
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Trade linkages are a major mechanism of transmission and trade shocks derived from 

fluctuations of global income are substantial, more so for developing countries. The relatively 

less affected cases, but by no means immune, are countries and regions with greater degree of 

export diversification, including services trade, of which tourism is a relevant category. 

 

22. A simple and aggregative framework of analysis of development of the tourism sector suggests 

that the sector has a considerable degree of flexibility to adapt to changing circumstances and 

also to act upon some of the most significant risk factors enounced in the UN/DESA analysis of 

the world economy. Though it is up to specialists of the sector, participants at the VII 

Symposium, to elaborate on such issues with greater sophistication and detail, some of the 

areas that seem to offer greater scope for action are: 

 

√ Announced changes in the fiscal stance of many economies are likely to inflict 

severely on the tourism sector, particularly spending cuts, increases of value-added tax and 

withdrawal of support for local and state governments. On the other hand, it is likely, or at 

least it is hoped, that governments will tend to concentrate stimuli in two areas, employment 

creation and environment protection/ climate change mitigation. These are areas where the 

tourism sector has, across all stages of its development, a particular edge. Thus, 

participants in the tourism sector, and the UNWTO itself, could consider ways to sharpen 

the ability of the sector to provide material solutions on such issues.  

 

√ Financial conditions remain uncertain credit flows are relatively stagnant or at least 

inadequate compared with the dynamism that is expected in a sustained global recovery. 

The lack of strength in credit creation results from both unsatisfactory supply and weak 

demand. The realm of supply is far from the reach of participants in the tourism sector, but 

from existing studies and surveys it seems that lenders are starting to relax standards or 

costs. On the other hand, demand is something where the tourism sector faces a 

considerable window of opportunity. The sector as a whole has a greater flexibility to adapt 

to different schedules and financial requirements, and investments carried out in relatively 

smaller subsectors (for example small and medium size entrepreneurs that can progress by 

‘smaller steps’ and large entrepreneurs that can take advantage of installed capacity) can 

create synergies and increase confidence, leading to a virtuous cycle of investment.   

 

√ Employment creation is becoming the Achilles’ heel of the recovery. Unless decisive 

policy action is taken by all governments, recovery of employment to earlier peak levels 

may take more than 4 years. The impact of lower employment, and thus household and 

government income on tourism activity is huge, since households under stress would tend 

to concentrate spending on essentials and governments may curtail plans of support to 

tourism activity. On the other hand, small advances in employment creation in the tourism 

sector, and particularly those which also contribute significantly to improve standards of 

living, the development of skills, education, health, security, etc, have huge magnifying 
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effects on other sectors and eventually large feedbacks onto the tourism sector as well. 

Thus, efforts made by participants in the tourism sector, as well as by supporting institutions 

like state and local entities and Ministries of Tourism, could target employment creation and 

improving labour standards as part of their strategies to cope with the uncertain global 

environment and contribute in a meaningful way to a sustained recovery.  

 


