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ABSTRACT

The Subprime Crisis in 2008 showed the need to devise mechanisms of economic adaptation and prevention of
losses in a context of extreme vulnerability, which defied traditional views of economic and political organiza-
tion worldwide. For the tourism sector the challenge doubled since it is normally highly vulnerable to external
impacts, which in turn tend to compromise the capacity of recovery of tourist destinations. This paper offers a
discussion of responses from the lodging sector to the world economic crisis in two APEC tourism destinations:
Phuket (Thailand) and Los Cabos (Mexico), stressing employment policies. Such destinations reflect a dynamic
model of foreign investment and demand, and are locations of processes of economic and demographic growth
that foster controversial local and external interactions. The research was carried out utilizing semi-structured
in-depth interviews applied face-to-face to high level hotel executives. One of the most important results points
out that personnel management is one key feature for crisis resilience and to further competitiveness.
Keywords: APEC, International crisis, Mexico, personnel management, Thailand, tourism vulnerability.

1 INTRODUCTION

The Subprime Crisis, which originated in the rise in subprime mortgage delinquencies and foreclo-
sures which led to the collapse of other financial markets in the United States (U.S.) in 2007, fully
hit the world economy in 2009 bringing about a recession of long-lasting effects. Although crises in
the international economy are not new, this time the high vulnerability of the advanced economies
to global financial shocks was paramount. An analysis of the reasons for the Subprime Crisis is
beyond the scope of this paper, but it evidently exposed, on the one hand, the shortcomings of the
nature of the financial system in developed countries [2] and, the rapid resilience of emerging econ-
omies, which allowed them to have a quicker recovery [3]; on the other hand, it revealed its
multidimensional nature, which went beyond the mere financial realm and questioned the sustaina-
bility of the system itself [4].

In a context of ‘debt pressures sapping growth, risk of instability in the core of the global eco-
nomic system, and social tension’ [5], the importance of strengthening cooperation as a means to
resist global turbulences has been put forward. Earlier, at the intraregional level, recommendations
were made to develop financial cooperation and a more mature internal market for final goods and
services especially in East Asia [6], as well as to look for the strengthening of domestic markets.
However, there have also been alerts about the dangers of (sub) regional protectionism [7, 8] and the
need to devise mechanisms to cope with unsustainable practices [9].
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In the disarray surrounding the international economy, the tourism sector proved capable for
recovery that is expected to continue in the forthcoming years. Following the decline registered in
2009, the sector rebounded strongly in 2010 when international tourist arrivals increased 6.6% to
reach 940 million, and international tourism receipts grew by 4.7% in real terms to mean US$ 919
billion. Also, international tourism grew by almost 5% in the first half of 2011 and a new record of
440 million arrivals was reached. With the understandable exception of the Middle East and North
Africa, which have suffered major conflicts along 2011, major tourism regions showed positive
results, even in the case of Europe (an overall increase of 6% in relation to 2010). With 6%, the
Americas was slightly above the world average, while South America reached 15%; however Asia
and the Pacific grew 5%, in comparison to its 13% growth in 2010 [10].

International tourism has been among the world’s largest export earners and one of the most
important sources of employment, making it a key industry in many countries for many years. With
the exception of 2008 and 2009, when the most hard times of the crisis combined with health hazards
that hindered its growth, and negative rates of 1 to 2% were experienced, as air travel and hotel per-
formance slowed down in respect to a previous decade of impressive growth [10, 11], the tourism
sector contribution to GDP and employment has been considerable. In terms of its total contribution,
including its wider economic impacts, travel and tourism is forecast to represent 9.1% of GDP
(US$5,991.9 billion) and 9.6% (US$9,226.9 billion) by 2021. Regarding employment, including
jobs indirectly supported by the industry, it is forecast to rise from 258.6 million jobs (8.8% of total
employment) in 2011 to 323.8 million jobs (9.7%) by 2021. As a whole, the travel and tourism SEc-
TOR is to be 5.8% of total exports in 2011, and is expected to be US$1,789.2 billion (4.7%) in 2021.
A dynamic trend of investment is behind this outlook, insofar as the sector has involved US$652.4
billion or 4.5% of total world investment in 2011, whereas it is forecast to rise by 5.4% per year to
reach US$1,487.9 billion (or 4.6%) of total investment in 2021 [11].

The wide region along both sides of the Pacific Rim has been important in the trend referred to
above. The Asia Pacific Economic Cooperation mechanism (APEC), a heterogeneous region of
21 economies (Fig. 1) which altogether account for 40% of the world population and contribute
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Figure 1: APEC member economies [7].
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60.2% of global output [7], has been site to the fastest growing tourism regions since 1990. Accord-
ing to the World Tourism Organization’s division of tourism regions, Asia Pacific is only second to
Europe, while the Americas region is third. Up to the subprime crisis, international tourist arrivals
to Asia and the Pacific grew at an average annual rate of 7.1%. Not surprisingly, tourism in this
region became the motor propelling global tourism in general, gradually changing the world tourism
scenario [12].

APEC has been relevant to this outcome. Although originally created as a mechanism for regional
trade liberalization, the tourism sector growth and its possibilities for productive linkages gave way
to the creation of the Working Group on Tourism (TWG) within APEC. The TWG is a forum to
agree on common employment standards in tourism (certification and accreditation of professional
practices), as well as to identify and propose measures to reduce and eliminate obstacles to its
development.

Those measures recognize that tourism is an important area for the members’ economy in the
region. APEC hosts destinations which have traditionally been relevant in the international tourism
market in terms of flows of visitors and revenues, pointing out the special importance of the tourism
personnel. This is the case of the countries selected for this research: Mexico and Thailand. Most
APEC members rank among the 20 topmost important countries in the world (out of a total of 176)
in terms of tourism.

By sub regions, in North America (United States, Canada and Mexico) travel and tourism repre-
sents 10% of gross national product and 11% of employment; this is second only to Europe. The
North-Eastern sub region of Asia ranks third worldwide [11]. Notwithstanding this, the tourism
sector in APEC is far from having a secure future. Current growth rates of 4-5% long-term average
ought to be placed in the larger context of the sector’s collapse in 2008—-2009.

In spite of its relative recovery, the impact of the economic crisis on international tourism has
been large. Projected tourism growth may suffer from further economic downturns, related to fac-
tors such as more expensive fuel prices, increasing public deficits, investment contraction and
unemployment [13].

This paper refers to Phuket (Thailand) and Los Cabos (in Mexico’s north-western peninsula) as
examples of a luxury-type of international seaside destinations, which target foreign markets and
are, thus, more vulnerable to international shocks. Such cases represent the integration of once
remote areas to the international tourism market, which has been welcomed given the opportunities
for economic returns, the potential for regional development, and the array of positive interrelations
that tourism fosters. However, as in many other cases [14], those regions share a common pattern
that is characterized by the lack of local capital, know-how mechanisms, and capacity building.

The situation referred to above has made the sector’s growth dependent mainly on foreign invest-
ment. As a consequence, the most profitable areas of tourism are externally run and the benefits
derived from economic growth tend to follow that same pattern. This set of factors has led to both
positive and negative outcomes. In the first case, due to their size and resources, resorts which are
part of international networks can better resist shocks; in the second case, profits tend to concentrate
abroad and the immediate impacts of the crisis are felt strongly at the local level, as the economy
functions around investments from abroad, in third place the foreign investors many times prefer to
hire specialized workers from their countries in state of local habitants In this regard, devising mech-
anisms of crisis prevention and recovery play an important role for both the private sector in terms
of loss minimization, and for the public sector as a way to avoid long-term economic stagnation and
loss of employment [15].

An overview on how economic crisis has been conceptualised and the approaches to crisis man-
agement in the tourism sector is presented below in order to frame the case studies’ results displayed
in sections three to five of this paper.
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2 ECONOMIC CRISIS MANAGEMENT AND EMPLOYMENT IN TOURISM
Developing an understanding of crisis management in tourism during an economic crisis requires a
definition of crisis and the types of crisis. The impacts of crises on tourism will then be explored in
detail, followed by the concept of crisis management and economic crisis management. There have
been several attempts to define the concept of crisis [16], with a whole tier of academic work con-
cerned essentially with this task [16]. However, having a specific definition is important as how to
define a subject, since this dictates to a large extent how one approaches it [3].

There are several definitions of a ‘crisis’. At its core however, the concept refers to ‘an adverse
incident with an unpredictable outcome’, as similarly proposed by a considerable number of authors
in crisis management, e.g. [3, 15, 17-19]. Crises have been defined as situations which have reached
an extremely difficult or dangerous point, and a time of great disagreement, uncertainty and suffer-
ing [20]; and also as an unstable or crucial time or state of affairs in which a decisive change is
impending [21]. Along very similar lines, Moreira [22] argues that crises are periods of great uncer-
tainty in which predictability and control are lost or severely diminished.

There are a number of different approaches on how the impact of crises can be viewed. Bland [23]
recognized that crises can affect human safety, the environment, and/or a product or corporation’s
reputation, which has either received, or been threatened by, adverse publicity. The Pacific Asia
Travel Association [21] states that a crisis also affects long-term confidence in an organization or a
product, and may interfere with an organization’s ability to continue operating normally including
job cuts.

Mitroff et al. [24] added that a crisis can affect the entire organization; a major product line; a
business unit; an organization’s financial performance; or even cause the death or adversely affect
the well-being of customers, employees, the surrounding community, and the natural environment.
On top of that, a crisis can destroy the public’s basic trust in an organization, along with its reputa-
tion and public image.

Crises are largely unpredictable events [18, 25-28]. While the actual timing, location, and severity
of crises cannot be accurately predicted, Laws et al. [29] have suggested, nevertheless, that it is pos-
sible to learn from previous crises, to pre-plan emergency procedures, and to lessen the severity of a
crisis by adopting appropriate precautions.

Since economic crises lead to job losses, and price and investment reductions [30], during an
economic crisis, it is recommended that tourism organizations focus on markets that will generate
revenue [31]. In turn, discounting has been widely used as a marketing strategy to attract potential
markets. In fact, a number of tourism organizations consider discounting to be one of the most
important marketing strategies. Tourism Internet Marketing [32] argued however that discounting is
not the most effective strategy during an economic crisis and is not recommended due to a number
of reasons.

The above is due to the fact that discounting sends a very dismissive signal to past loyal customers
— essentially saying their loyalty is worthless and implying that the profit margin is so high that the
supplier can afford to discount indiscriminately now. Secondly, it reinforces the notion that if
the seller doesn’t value their own product, why should the buyer? Thirdly, it further commoditises
the industry and, by necessity, downgrades service levels and causes job cuts. How do 5 star hotel
properties manage to offer over 50% discounts without reducing staff and dropping service levels?
Fourthly, it will make it very difficult to raise prices and capture back customers when interest rates,
taxes and the price of energy, carbon and other key inputs rise, and rise they most certainly will
within the next 18-24 months [32].

To cope with an economic crisis effectively, tourism scholars have suggested a number of best
practices. One of the most important policies is the capacity building and personnel management.
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Cooperation between public and private sectors appears critical for the sustaining of international
tourism in a region. Arguably, while tourism in a single economy is likely to remain more vulnerable
in the economic downturn, it is believed that collective strategies through collaborations, regional
cooperation, and partnership will serve as effective coping strategies for the recovery of inbound and
outbound tourism [33].

2.1 Thailand: Impact of the crisis on employment

The global financial and economic crisis has impacted national labour markets in Thailand through
a variety of channels, including declining demand for labour, downward pressure on wages, falling
remittances, decreased jobs and rising informal employment, among others.

In Thailand, the labour market was impacted through the export manufacturing channel. In
particular, as overseas consumer demand fell, Thailand, as an economy with extensive linkages to
the global production chain, faced increasing retrenchments in this sector. Many of these export
industries (such as textile, garment, electronics) are not only labour-intensive but also consist of a
majority of female workers who have been disproportionately susceptible to the job cuts [34, 35].
The share of employment in manufacturing fell from 15.1 per cent in the third quarter of 2007 to
13.8 per cent in the third quarter of 2008, while the share of employment in agriculture rose slightly,
absorbing some of the losses in manufacturing [36]. In addition, according to the Fiscal Policy
Office of the Ministry of Finance, unemployment in 2009 could reach 1.13 million, a substantial rise
from the third quarter 2008 level of 450,000 [37].

The most affected sectors are the automobile, electronics, hotel and tourism industries. All sub-
contracted workers in the informal sector would be affected. As they have little bargaining power,
they are among the first being laid-off. Therefore, a shift to informal and vulnerable employment is
observed. When an external shock causes an initial fall in formal sector urban employment, a major-
ity of workers in Thailand simply cannot afford to remain unemployed [35]. Their options are to
seek new wage employment, turn to the informal service sector where pay is often lower and job
quality is inferior, or migrate back to rural areas to pursue work, typically in relatively low produc-
tivity agriculture.

2.2 Stimulus plan to curb impact of crisis in Mexico

The Mexican government 54 billion dollar economic recovery plan aimed at helping the local econ-
omy weather the global financial crisis, with measures like freezing gasoline prices and boosting
spending on public works. The price of natural gas was be reduced by 10 per cent, and electricity
rates for industry were slashed by up to 20 per cent. The government set aside financing to help poor
families replace old appliances with more energy-efficient ones, and increased spending on the con-
struction of low-income housing and development of the countryside [38].

In addition, at least 20 per cent of government purchases were performed from small and medium
companies, and workers were allowed to draw more easily on their retirement funds in private banks.
The measures were a part of a ‘national agreement to favour family economy and employment’ [39].
Although it was presented as an arrangement between government and business, most of the actions
were financed by the state [40]. The plan was funded by an unprecedented proportion of oil revenues
and taxes, and generated a fiscal deficit for the first time since the mid-1990s, of nearly two per cent.

The Mexican federal government implemented fiscal measures amounting to an injection of one
per cent of GDP, which included cuts in energy prices, extra investment in roads, railways and oil
wells, and measures to extend medical cover, welfare benefits or temporary jobs to the unemployed
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[20, 41]. That came on top of an expansionary budget for 2009 and a previous fiscal stimulus in
October, 2008 (which included extra payments to poorer Mexicans). Together with Australia, Poland
and Canada, Mexico was projected to be the most pro-active in this domain, with an increase in
public investment as a response to the crisis close to one per cent of 2008 GDP or more [42].

Mexico’s tourism sector was hit simultaneously with the financial crisis and the influenza crisis
which left hotels, restaurants and other tourism-related businesses, literally empty. In order to
weather the crisis and prevent mass layoffs or cutbacks in income (including ‘tips’, often the princi-
pal source of income for lower-level workers), the Mexican government created the Programa de
Apoyo Emergente a Trabajadores del Sector Servicios (Program of Emerging Support to Sector
Services Workers), in which the Temporary Employment Program (Programa de Empleo Temporal—
PET) and the National System of Employment (Servicio Nacional de Empleo—SNE) were the
outstanding landmarks [39].

Considering the previous context, the following sections deal with results from a research that was
conducted simultaneously in Phuket and Los Cabos, in order to assess the effects of the economic
crisis on the lodging sector and their responses to countervail them.

3 TOURISM HUMAN RESOURCES AND CRISIS IN PHUKET, THAILAND
AND LOS CABOS, MEXICO

3.1 Methodology

The study relied on in-depth interviews with high-level executives (e.g. directors, general managers,
company advisors, and presidents) at hotels in Phuket (Thailand) and Los Cabos (Mexico) that had
already been in business prior to 2008, when the global economic crisis started. In order to assess the
degree of vulnerability and adaptability in the tourist lodging sector, we sought to identify the poten-
tial attitude and behavioural change with respect to hotel action plans in relation to the current
economic crisis as well as natural contingencies. The selection of the sample was based on the cri-
teria of hotel size and category, so that it reflected the hotel structure in the area (most are hotels
ranging from 4 to 5 stars), thus being representative of the nature of those expensive tourist resorts.
Interviews related to the perception of signals that the crisis would be so strong; the period and areas
of the hotel that felt most the impact of the crisis; effects on employment and purchases to suppliers;
current and planned recovery strategies to deal with the crisis; perceptions of recovery; and partici-
patory planning within the company.

The in-depth interviews in Phuket (25 interviews), were all undertaken in October 2010, and in
Los Cabos (34 interviews) in November-December 2010. The interviews were applied face-to-face.
Each interview lasted between 30 and 40 minutes, since extended interviews (beyond 45 or 50 min-
utes) were not possible given that most interviewees were senior management with busy schedules.

3.2 Tourism and vulnerability in Phuket: Perceptions in the lodging sector about the crisis

One of the most popular tourist destinations in Thailand is Phuket. Phuket is Thailand’s largest
island and it is often dubbed as ‘the Pearl of the Andaman’, or ‘the Pearl of the South’. Its natural
resources, rocky peninsula, limestone cliffs, white powdery beaches, tranquil broad bays and tropi-
cal in-land forests contribute to making it the South’s wealthiest, busiest, most visited and most
popular island and province [42].

Like other tourism destinations in Thailand, Phuket has been severely impacted by the contraction
of long-haul markets [11]. Strongly affected by the 2004 tsunami, Phuket’s tourist business recovery
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was endorsed by The Tourism Authority of Thailand’s statistics, but the current global economic
crisis sent visitor numbers plunging once again: the number of tourists coming to the Andaman coast
had fallen in 2009 [30].

The Phuket hotel industry has suffered severe reductions in revenue per available room (RevPAR)
and average room rates (ADR). Wide-scale discounting of 20% led to losses in 2009 of approxi-
mately US$300 million in room revenue. Phuket’s annual visitor arrivals of 2.9 million in 2009
were only equivalent to those at the 2007 level [30]. Arrivals at Phuket International Airport dur-
ing the economic crisis period were significantly lower than the number of visitor arrivals during
the same month the year before. In addition, hoteliers hit bottom lines when they attempted to
induce demand and meet increasing consumer pressure for lower rates. Virtually every chain scale
tier was affected with the exception of the budget and economy segment. In summary, 2.9 million
tourists visited Phuket in 2009 with an island-wide average occupancy of 64%. This meant that
average rates and revenue per occupied room dropped by 20% and 22% respectively compared to
2008 [30].

The main concern of tourism in Phuket is over-development, especially in the low season, in
which there is low tourist demand yet high competition among local tourism organizations. Although
Phuket’s tourism industry has been affected by over-development, it still has a competitive advan-
tage over other destinations in Thailand.

Internationally, Phuket has always been compared with Bali. During the Bali bombing crisis, a
number of tourists, primarily Australians, move their holiday destination to Phuket due to safety
concerns. However, Bali is now growing again, and Phuket is going down in terms of attractive-
ness. This is because the tourism authority at Bali is employing effective strategies to promote
Bali as a destination. In fact, what Bali has done is similar to what Thailand did after the tsunami
crisis.

For the study on Phuket that follows, hotels with room rates of at least 133 USD per night, which
is an average room rate in Phuket [43], were the target of in-depth interviews with key informants
leading to the identification of five critical success factors, as follows: Crisis Personnel Manage-
ment, Crisis Market Segmentation, Crisis Marketing Promotion, Crisis Collaboration, and Crisis
Management Plan.

During economic crises there is a price issue as people tend to avoid travel in order to save money.
Traveling is not as important as the basic needs in people’s lives such as food and accommodation
and, therefore, travel spending is one of the first expenses to be reduced by those who have been
affected by an economic crisis. A weaken Euro currency is a clear example that has resulted in the
decrease of long haul scheduled flights from Europe to Thailand.

Regarding Phuket, the financial effects did not stop some visitors but made them more budget-
cautious with their spending; they spent less accordingly, such as having dinner at local restaurants
instead of eating at the hotel restaurants. They were short-haul travellers, what explains that long
haul market has not bounced back from the economic crisis.

Respondents also pointed that the airfare is not the only expensive part of the holiday, as there are
cheap flight alternatives. In fact, hotel stay is another costly expenditure as tourists will be charged
per night plus tax. This is why a number of tourists who have a tight budget are shortening their
duration of stay in order to reduce costs.

Interviewees stated that the economic crisis impacted on the tourism industry in Phuket, but not
too much. It should also be considered that Phuket’s competitors, primarily beach destinations, have
also been affected by the economic crisis. At this point, respondents highlighted that Phuket has a
competitive advantage over other destinations by having a variety of value-for-money tourism
products.
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The policies and instruments implemented as response to the economic crisis by lodging busi-
nesses in Phuket were the following:

Crisis Personnel Management. It should be pointed out that overhead costs amount to the tourism
business’ biggest challenge. At the same time, employees are the most valuable asset. In turn, tourism
organizations in Phuket were cautious with fixed and variable costs during the economic crisis, when
generating revenue became difficult. It was important to have a personnel management plan. This is
endorsed by Ruff & Aziz [44], who states that organizations that communicate well internally tend
to communicate better overall, achieving more favourable perceptions among external audiences.
Education was also a factor that influences the Thai tourism industry. Most educational initiatives in
Thai tourism have been led by higher and tertiary level education institutions and by successful Thai
hotels. For example, the Dusit Thani Hotel is providing strong training programs. Yet, our study
pinpointed that Thai hotel employees need to develop English and Information Technology skills
that can make them more competitive when contending for jobs against foreign citizens.

Crisis Management Plan. As mentioned in the reviewed literature above, the first critical success
factor for tourism organizations is to have a crisis management plan in place. It should be noted,
however, that a crisis management plan is only a basic guideline. The plan needs to be adapted to the
situation, location, and market. Such findings have been supported by tourism scholars, who state
that each crisis requires a different crisis management plan [2, 45].

Crisis Market Segmentation. Although Phuket has successfully attracted a number of tourists
from both overseas and domestic markets in the past, keeping this trend during the economic crisis
became increasingly difficult. From our study is was clear that, for overseas markets, it is vital that
the tourism industry in Phuket focuses either on markets that have not been affected, or emerging
markets. Phuket is a seasonal destination; promoting it during the low seasons, six months from May
to October, was extremely challenging [43]. The crisis stressed the need to match the right market
with the right season regarding Phuket’s tourism industry; this implies searching for dynamic
solutions.

Regarding Phuket’s domestic market, results from our research supported tourism literature which
shows that Thai tourists perceive Phuket as a rather expensive destination [46], which primarily
welcomes overseas tourists [47]. Although Phuket can successfully attract domestic tourists, those
tourists are likely to spend less than overseas tourists and also tend to stay at low-medium level hotel
accommodation [30]. Therefore, medium-high level hotels in Phuket would need to work harder to
attract domestic tourists, which could afford their products; this, of course, will depend on the coun-
try’s economic performance.

Crisis Marketing Promotion. Tourists are generally cost-conscious during an economic crisis.
Hence a marketing promotion offered by tourism organizations needs to explain the possibilities of
having an affordable quality holiday. Findings from this research have shown that there are largely
two approaches to doing this, either by discounting or by adding value to the tourism products. Both
approaches are discussed below.

Adding value to the tourism products appears to be a superior approach for attracting customers
during an economic crisis. The Tourism Authority of Thailand (TAT), for example, launched a global
campaign ‘Amazing Thailand, Amazing Value’ in 2009. By emphasizing Thailand’s worthwhile
advantages, TAT can better address travellers who still like to go on vacation, but to a less-costly
destination. A survey by CNN has confirmed the campaign’s effectiveness, titling Thailand as the
best value destination in Asia-Pacific [42]. Our study showed that, in order for the tourism industry
in Phuket to maximize product value from a limited marketing budget, effective collaboration with
tourism stakeholders is needed.

Crisis Collaboration. A common problem during an economic crisis happens when tourism
organizations compete against others by using discounting strategies. It is therefore suggested that
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tourism organizations work hand-in-hand with suppliers in order to achieve an economy of scale
which would lower the total product costs. As Beirman [8] has explained, collaboration among tour-
ism organizations, together with the government’s support, would enable them to sell bulk tourism
products as an attractive value-added package.

Regarding government’s push for crisis collaboration, The Phuket News [19] reported that the
Tourism Authority of Thailand (TAT)’s Phuket Office has recently launched a new campaign,
encouraging domestic trips to Phuket from Bangkok. The campaign, ‘Phuket Great Time — Click and
Go’, is a collective effort from over 100 tourism agencies in Phuket and Phang-nga. Whilst this
campaign will only be available to Thai nationals, it is hoped an influx of domestic tourists will be
able to compensate for the loss of other tourism markets. Nonetheless, research findings have shown
otherwise. Some leading tourism organizations, particularly the TAT and Thai Airways, have been
criticized for not doing enough to support the tourism industry during an economic crisis situation.

On the side of challenges related to climate change, tourism in Thailand is vulnerable insofar as
increasing sea temperatures and sea level along the island could lead to a reduction of the coastline
and stronger monsoon seasons. Climate change issues and their implications on the tourism industry
of Phuket are still to be further debated, but promoting awareness on its significance as threats and
opportunities to the economic development of tourism have started [48]. Overall, the lodging sector,
as it stemmed from our study, needs to devise plans to countenance the economic cost of climate
change effects.

3.3 Tourism and vulnerability in Los Cabos, Baja California Sur, Mexico: Perceptions
in the lodging sector about the crisis

Los Cabos (in Mexico’s north-western peninsula) has become the second most important seaside
tourist destination in Mexico. Located in the southernmost tip of the peninsula of Baja California,
1,100 miles away from the border between Mexico and the United States, it used to be a small fish-
ing town. However, during the last three decades -as a result of a federal government plan to promote
seaside resorts in isolated areas- tourism and related activities have shaped not only the area but also
the wider economy of the state of Baja California Sur (BCS): about 40% of the regional economy
depends on tourism-related activities, which also directly contributes to about 30% of the state’s
employment [49]. La Paz (the state’s capital) has a more diversified economic base, but the signifi-
cance of tourism in the latter municipality has been on the rise over the last 5-10 years, with a
growing orientation towards resort projects over large tracts of the Gulf of California seashore,
which typically involve a large number of second homes for mainly American and Canadian citi-
zens, hotels, and golf courses.

In 2008, Los Cabos attracted 1.23 million visitors (73% of total tourists in BCS) and 76% of the
state’s 18 thousand rooms are located there (most of them in hotels rated 4 or more stars). It is worth
noting that the average income of visitors to Los Cabos is US$77,000; almost double that in the rest
of the country. Daily spending is estimated at 250-450 dollars, what explains its pre-eminence in
Mexico’s tourism [49]. Enormous amounts of investment have been made and continue in the region.
The origin of investors is mainly foreign and 70% of direct foreign investment to the state has been
directed to La Paz and mostly to Los Cabos. The tourism subsector of hotels and lodging has
absorbed most of this investment [2].

Los Cabos is an example of a luxury-type of international seaside destinations, which target
foreign markets and is thus more vulnerable to international shocks. It represent the integration of
once remote areas into the international tourism market, what has been welcomed given the oppor-
tunities for economic returns, the potential for regional development, and the array of positive
interrelations that tourism fosters. However, as in many other cases [14], this type of region shares a
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common pattern that is characterized by the lack of local capital, know-how mechanisms, and con-
trol of commercialization chains, especially regarding tourism resorts. This situation has made the
sector’s growth dependent mainly on foreign investment. As a consequence, the most profitable
areas of tourism are externally run and the benefits derived from economic growth tend to follow that
same pattern.

Apart from the set of factors discussed above, the global economic crisis also has had a strong
negative effect on Los Cabos’ tourism industry. The major impact of the crisis in the hotel sector in
Los Cabos was in 2009. Jobs plummeted especially in the construction and tourism-support services
sectors, which in turn meant a high level of unemployment [50]. This exposed the high degree of
vulnerability of this tourism destination. Among hotels, 83% declared having noticed early signs
that the crisis would be very strong, while only 17% did not. These signals were mainly related to
low occupancy and reservations; to cancellations or room reservations; and, thirdly, to factors such
as the opening of new hotels in the area which resulted in more competition in 2009; poor indicators
in the economys; staff dismissals and rotation, and the temporary closure of some hotels.

For most, the highest peak phase of the crisis was April 2009, when the United States government
warned its citizens not to travel to Mexico fearing a swine flu spread. However, after that emergency
which was unwarranted, the economic crisis contributed to the lack of visitors. For almost half of the
hotels the summer of 2009 was bad, while a fifth ended the year with serious difficulties. With regard
to the operation of hotels, the most affected areas were accommodation (47%), while for 25% of
them the most damaged area was food and beverages. This figure shows the magnitude of the
impacts, since hotel services rest mainly in those two areas. Only one-tenth of hotels had negative
impacts in all areas of their operation.

Despite the impact from an economic crisis, stakeholders of hotels in Los Cabos have a high
expectation regarding the hotels’ continued existence. On the one hand, the size of the business seem
to have influenced the degree to which it was affected: Los Cabos is a destination where the presence
of multinational or national level hotel chains is very high and defines the local hotel supply; thus it
can be expected that these companies have sufficient capacity to cope with the decline in visitors. At
the other extreme, although the temporary closure of a hotel was reported, small size and family-
owned lodging owners were forced to resist since closure would have meant total bankruptcy. In
both cases, though, flexible working conditions to preserve jobs were advanced.

The policies and instruments implemented as response to the economic crisis by lodging busi-
nesses in Phuket were the following:

Personnel Management: In spite of experiencing a huge contraction (a loss of 250,000 or 25% of
visitors in 2009), the reduction of employment in hotels was not an immediate strategy to cope with
the crisis. Almost 40% of hotels did not fire any of their employees and only 1 out of 5 fired 10% of
their staff. That is, almost 60% of hotels kept their staff, although this was at the expense of the
workers’ income as a trade-off to keep their jobs. On the other hand, more than one third reduced
their staff between 20—40%. One of the policies to increase the performance of the personnel is, like
in Thailand, to enhance the skills and knowledge building and create opportunities to apply these
skills and knowledge. These can be complemented by delegating more responsibility to lower-level
management and allowing personnel to have more control over their own work. Of course, introduc-
ing some financial or non-financial incentives could also be important.

Supplier Management: On the side of the suppliers, the scene was more dramatic. Almost 40% of
hotels reduced their purchases by half or more; a fifth did so at a rate of between 20-30%; and only
one-tenth did not affect the relationship with its suppliers. This fall in the demand for goods and
services had strong implications especially for local suppliers of food and beverages (the most
impacted of all), cleaning, maintenance, and entertainment.
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Marketing Promotion: Hotels reacted with recovery strategies to the crisis: 60% of the hotels
offered packages, and discounts to visitors; a fifth opted for advertising, followed by agreements
with suppliers to reduce costs. By the end of 2010, 64% had experienced economic recovery, albeit
small; whereas the remaining still had not perceived it. The expectation was that a more decisive
recovery would occur during winter, when foreign visitors’ influx makes up the high season in the
region.

Crisis Management Plan: Considering the profound impacts of the economic downturn on tour-
ism in Los Cabos, it could be expected that corporations designed and coordinated a plan to prevent
or adapt to future emergencies. However, while 62% of respondents considered extreme events (hur-
ricanes, essentially) in their emergency planning, and only a fifth included aspects related to the
economic crisis.

Most of the hotels have plans to deal with events such as hurricanes and cyclones, as well as fires,
and a hotel devised a new program against tsunamis. Measures to be taken in the case of the
economic crisis refer to seeking assistance from the public sector, introducing energy-saving pro-
grams, negotiating lower prices with suppliers, increasing sales and improving the quality of the
service, reducing working hours to avoid worker lay-offs, offering vacation packages, and reducing
fixed costs.

The absence of regional and, in almost half of cases, individual plans to face an economic crisis
in the tourism environment is alarming. Therefore, the recovery of the sector has been slow and
reactive.

3.4 Discussion

As stated above the Personnel Management was one of the most important responses to crisis
impacts in both cases of study. The perceptions about the economic crisis and the human resource
relevance in Phuket’s and Los Cabos’ tourism sector are similar. It is recognized that it is very impor-
tant to effectively respond to and manage the impact of crisis affecting the tourism industry to
minimize the negative impacts on the economy and employment. Negative perceptions exist in the
lodging sector in terms of the lack of career and promotion opportunities, as well as regarding wages
and working conditions. These reasons can account for a high labour rotation, insofar as reduction
of work-days and salaries was a means to keep jobs, at least for some time, in the face of a declining
tourism demand. The importance to create a standardised curriculum in tourism education and train-
ing institutes was also stressed in the interviews.

Hotel owners and managers also require additional knowledge and skills regarding best practice
human resource management [49, 51, 52]. Advancing towards this direction would guarantee more
resilience to economic crises and natural disasters. This approach does not show any differences in
4 stars and 5 stars hotels. The main difference that can be noted between Thailand and Mexico is
that, in the first case, development of skills is prioritised and, in the second case, it higher stress on
personnel performance-related policies was observed.

4 CONCLUDING REMARKS
The importance of tourism as an international engine of economic growth is manifested in the enor-
mous amount of resources that derive from the travel and tourist industry worldwide, as shown by
indicators such as the services account balances, revenues, job creation, and investment in infra-
structure, to mention a few. Policy coordination among governments and cooperation within the
private sector extensively exemplify the benefits associated with the industry and also the preoccupa-
tion over its deceleration in the context of the current economic and also environmental crisis.
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To guarantee the tourism sector resilience and timely response to crisis is very important to
develop efficient human resource policies and personnel management plans. The study shows that
this was one of the responses in Phuket, Thailand and Los Cabos, Mexico.

Finally, a scheme of both information gathering and monitoring on the crisis’s real impacts, on the
one hand, and also on the private sector’s perceptions to assess the performance of the tourism sec-
tor, on the other, should be established. This would make it possible to develop more proactive
strategies, such as the diversification of tourist markets; to take effective steps to improve the level
of hotels’ competitiveness based on product differentiation and higher quality of their human capital;
to turn towards environmentally sustainable operation mechanisms; and to develop corporate social
responsibility, to name a few. These elements, in addition to being beneficial to workers, enhance the
tourist image of the region. This set of policies could help avoid the decline of hotel rates, and thus
the loss of their status as luxurious destinations, which has given them comparative advantage in the
international tourism market. The better training and policies of human resource management, as
well as to the uniqueness of the site could be key elements for the successful continuation of the
tourist industry in Phuket and Los Cabos.

Meeting the challenge of moving toward a knowledge-based economy in the tourism industry is
obviously connected to the employment. The changes required in the quality of the labour force, in
the way labour markets operate in order to increase productivity, and in the new institutions required
to provide economic security to those changing or losing jobs are all essential to accelerate the tran-
sition toward a knowledge- based economy.

Being conscious of the need for change is the first important step in the long process we have
before us. The impacts of the crisis demonstrated the urgency of this change. We sincerely hope that
this work contributes to advance this process, which is necessary to create better skilled and more
competitive human capital that will enable the tourism industry of Mexico and Thailand to more
effectively participate in the world marketplace and to be more resilient to the crisis impacts.

Co-operation between countries could help confront the crisis and minimize the negative effects
on people, enterprises, rights, and decent work. APEC can play a leading role in creating much better
policy coherence at national, regional and international levels.
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