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Abstract

This paper aimed to see the impact of the development of the tourism sector during Indonesia's Mid-
Term Development Planning Period (RPJMN) 2015-2019. The analysis also aimed to contribute to
the Terminal Evaluation of RPJMN 2015-2019. The implementation of this impact evaluation analyzes
the achievement of tourism's primary target sector to the national economy and the welfare of
individual workers and business units engaged in the field of tourism. The impact on the national
economy is evaluated based on relevant secondary data. While the impact analysis on the welfare of
individual workers and the tourism business unit carried out using primary data obtained through
surveys. The field survey was conducted on June-July 2019, covering all provinces, 2.125 individual
workers, and 1.082 business units participate as respondents. The proportional sampling method was
used to determine the number of respondents in each province. The study found that during 2014~
2019, the competitiveness of the Indonesian tourism sector has increased and has encouraged the
increasing number of foreign tourists to visit. The sector has experienced growth and contributes
positively to the national economy. At the micro-level, the sector generated a positive impact on the
tourism business unit as most of them were claiming to gain profit sustainably during that period.
However, the impact was still limited in improving business units' ability to innovate in product
development and the ability to generate new employment. There was also a minimal positive impact
on the welfare of the sector's workers. In terms of the average earning per month, the welfare of
workers in this sector is still relatively low compared to workers in all other sectors.

Keywords: Tourism; Economics of Tourism; Impact Evaluation
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I. Introduction

Evaluation is a systematic and objective assessment of the program's implementation
and the ongoing or completed intervention activities. Evaluation needs to be precisely and
measurable according to the logical framework of the development intervention, whether in
the form of policies, programs, and development activities.

With the end of the development period RPIMN 2015-2019, it is necessary to
evaluate the achievement of various targets and development targets. Also, it needs to
evaluate the impact of development programs perceived by the community.

Tourism is considered as one of the priority sectors in national development in the
2014-2019 RPJMN. This sector is considered to have a sizeable economic linkage so that it
can contribute significantly to the national economy. With this in mind, it is necessary to
evaluate the performance of tourism development and its impacts on the national economy.

This impact evaluation analysis the achievement of the main target of the tourism
sector on the national economy and the welfare of individual workers and business units
engaged in tourism. The impact on the national economy was evaluated based on relevant
secondary data. While the impact analysis on the micro-level of the welfare of individual
workers and tourism business units, conducted using primary data obtained through
surveys.

II. Methodology

The evaluation conducted in three main steps: Determination of indicators, Data
Collection, and Data Analysis. The process framework is the workflow, as can be seen in
Figure 1.

2. Data Collection

1. Determination

3. Data Analysis

of indicators

e Referring to main
target in RPJMN

e Studi Literatur

*FGD

e Documents: for e Descriptive
Secondary Data «Gap Analysis

e Surveus for
primary data

Figure 1. The process of the Impact Evaluation
2.1 Determining of Impact Indicator

The determination of the impact indicator refers to the main goal in RPJMN 2015-
2019. Furthermore, significant targets were analyzed through literature and empirical
studies to produce the right candidates for impact indicators. The impact indicator is chosen
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by taking proper impact indicator criteria and having a significant influence on the
underlying target to be analyzed—the selection process conducted through the Focus Group
Discussion (FGD) along with relevant experts and stakeholders.

2.2 Data Collection and Analysis

The data used in the evaluation consists of primary and secondary data; Primary data
collected through field surveys covering all of the provinces. The field survey was
undertaken on June-July 2019. The field surveys include 2,125 respondents of individual
workers and 1.082 respondents of business units—the number of sample respondents
determined by considering the population proportion of each province.

The survey conducted using questionnaires. The questionnaire for individual workers
as well as for business unit developed separately. The questionnaire developed through
discussions among the experts of Bappenas, line ministries, and universities as the survey
team, the discussion conducted a series of workshops or FGD.

Secondary data collected from domestic and international sources, the domestic
sources of data, are mainly the publications of Badan Pusat Statistik (BPS) and related
institutions, including the Ministry of Tourism and Creative Economic. Data collected from
the World Economic Forum (WEF) publications, notably the Travel & Tourism
Competitiveness Reports.

III. Tourism Sector Impact Analysis Performance

This section begins with a review of Indonesia's tourism competitiveness
performance at the global level, followed by evaluating the impact of tourism sector
development. The evaluation aimed to analyze the role of tourism sector development on
two levels, macro and micro. At the macro level, this study analyzed the role of the tourism
sector in the national economy and its potential contribution to the local economy. The
micro-level evaluation conducted to see the impact on the welfare of the business entity and
individual workers in the tourism sector.

3.1 Competitiveness of Indonesia tourism

Tourism is one of the sectors in the Indonesian economy that reasonably high
competitiveness and continues to increase. According to the rating of the Travel and
Tourism Competitiveness Index (TTCI) published by the World Economic Forum (WEF),
Indonesia was rank 40™ (from 140 countries) in 2019 with an increasing trend. The position
of competitiveness has been increasing by ten tiers from rank 50 (from 140 countries) in
2015. TTCI is an index that reflects the overall quality, future potential, and long-term
sustainability of the tourism sector in every country assessed. It consists of four subindexes
and 14 indicators, including Enabling Environment (consists of 5 indicators), Policy and
Enabling Conditions (rank four indicators), Infrastructure (3 indicators), and Natural and
Cultural Resources (2 indicators).

Increasing the competitiveness of the Indonesian tourism sector is the fruit of the
policy that placed tourism as one of the priority sectors in national development. Indonesia
was ranked 4 in the Policy and Enabling Environment. It has also been supported by
sustainable investment in the development of communication infrastructure and air
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transport, which supports the two main competitive advantages of Indonesia's tourism: the
competitiveness of price and wealth of natural resources.

Based on the overall composite score index, Indonesia is still lag behind Singapore
(rank 17), Malaysia (rank 29), and Thailand (rank 31). However, Indonesia is leading or in
par with the average of the South-East Asian Countries in most indicators. Figure 2 depicts
Indonesia's score and position in each indicator of the TTCI index and its relative position
compared to the average South-East Asian Countries. From 14 indicators under
consideration, Indonesia performs better or in par with the average South-East Asian
Countries in 11 indicators. Indonesia is lagging in 8 indicators.

In the Enabling Environment subindex, Indonesia is still rated Low (ranked at 72),
especially in two critical indicators, namely Health and Hygiene (rank 102) and Safety and
Security (rank 80). Besides, the infrastructure subindex also still need improvement,
especially in the Tourist Service Infrastructure (rank 98). The Tourist Services
Infrastructure shows the capacity of the country as a host in accommodating and serving a
large number of tourists well. This infrastructure includes the availability of hotel rooms,
car rental companies, and even the number of ATMs. The expansion of the road network
and road quality still needs to be improved.
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Figure 2. Tourism Competitiveness Performance of Indonesia Relative to the
South-East Asian Countries

Source: TTCI Report, WEF (2019)
3.2 Impact on the economy

The impacts of tourism development can be measured from tourism contributions to
the economy, including the Gross Domestic Products (GDP) and employment/labor
absorption. From 2015 to 2018, the tourism sector's contribution to GDP has been
increasing. The contribution had increased from 4.25 percent in 2015 to 4.50 percent in 2018.
The tourism sector's contribution to GDP in 2019 was prognosed at around 5.50 percent.
(Figure. 3)
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The role of the tourism sector in the national economy has been increasing
sustainably. However, it was not large enough to reach the target of 8 percent contribution
in 2019. The target has been stipulated in the RPJMN 2015-2019 and the Ministry of
Tourism Strategic Planning (Renstra) for the period.

5,50 %

. 4,5
4,25% 4,13 4,11

2015 2016 2017 2018 prognosis 2019

Source: BPS, and Ministry of Tourims and Creative Economy

Figure 3. Tourism Sector contribution on GDP, 2015 - 2019 (Percent)

WTTC (2019) has provided a much higher figure of tourism contribution compared
to BPS calculation data. According to the WTTC calculations (Figure 4), tourism GDP
continues to evolve with an average growth of 9 percent per year. The tourism GDP
increased from 61.4:5 trillion rupiahs to about 95.13 trillion rupiahs in 2018. In 2019, tourism
GDP was estimated to grow at a rate of around 10 percent. Although the growth is quite
high, the tourism contribution to GDP stagnates below 6 percent. Its contributions to GDP
only increased by 0.05 percent, from 5.81 percent in 2014 to 5.86 percent in 2019. Although
WTTCs calculation was higher than that of BPS, the contribution of tourism to the national
economy is still lower than its target in 2019 in the RPJMN 2015-1019.

GDP growth of the tourism sector seems to be closely related to the number of
foreign tourists visiting Indonesia. BPS (2020) reported that the number of foreign tourist
visits increased by an average of 10 percent per year, from 10.23 million in 2015 to 16.11
million in 2019. This growth rate was similar to the GDP of the tourism sector. However,
this figure is only 80 percent of the target of 20 million foreign tourist arrivals in 2019. This
figure may provide the reason why the target of the sector's contribution to GDP not
achieved. Anggraeni (2017) and Oztiirk et al. (2019) findings in their research using data
from ASEAN-8 Countries, Anggraeni's analysis revealed that the number of international
tourist arrivals have a significant effect on economic growth. Oztiirk et al. (2019) also
reported that there are significant relations between GDP, export, and tourism in ASEAN

member countries.

The role of the tourism sector in employment can also be reviewed from the BPS data.
BPS (2017) shows that as much as 12.74 million people has been working in the tourism
sector. Most of them (93.4 percent) are with the background of high school education or
lower. Another publication of BPS (2019) reported that the tourism sector's contribution to
labor absorption has been increasing continuously, from 9 percent in 2015 to 10.1 percent in
2019. Labour absorption has always been more significant than the contribution to GDP.
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By comparing the trend of both the sector’s contribution on GDP and labour
absorption, it seems that the productivity and welfare of workers engaged in the sector was
not improving. Figure 2 depict clearly that the tourism sector's contribution in labour
absorption was always higher than its contribution to GDP. Moreover, the tourism sector's
contribution in labour absorption tends to increase more rapidly than its contribution in the
formation of GDP. Based on this information it could be presumed that labour productivity
of tourism sector did not improving, or even tended to decline. Stagnated or decreased
worker productivity will impact the low welfare of workers. The fact that most workers in
this sector have a low level of education is likely to contribute to low productivity of labour.
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Figure 4. Tourism contributions on GDP and labour absorption.
Source: WTTC, 2019

Tourism has an increasing role in the regional economy. Its contribution is quite
significant in some provinces. Tourism contributes significantly to the economy in the
provinces of Bali, Yogyakarta, East Java, Central Java, and DKI Jakarta. During 2014-2018,
the sector contributions in the Gross Domestic Regional Product (GDRP) have been
increased in most of the provinces, except DKI Jakarta and West Nusa Tenggara provinces
which was decreased. In addition to the considerable contribution of tourism sector in the
GDRP, the growth in the 2014-2018 period is also higher than other regional areas. (Table
1). This indicates that tourism economic activity is still concentrated in the island of Java
and Bali.

Table 1 also shows that the tourism sector will play an instrumental role in the
economy in some areas because it has a considerable increase in the GDRP of the sector.
There are provinces that demonstrate considerable development of tourism, including
Bengkulu, Lampung, Kepulauan Riau, North Sulawesi, North Kalimantan, and North
Sumatera. This development is supported by various innovations in the area of tourism.
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Table 1. Tourism contributions to GDRP in 84 provinces (%)

Province

ALEH

SUMATERA UTARA 220 2,24 2,27 2,31 2.37
SUBMATERA BARAT 1,00 1,01 1,05 1,08 1,12
RlaU 0,44 0,45 045 0,45 047
JAMAB) 1,02 0,98 1,00 1,03 L.06
SUBATERA SELATAN 1,13 1,19 1,3% 1,28 n/a
BEMNGELLL 1,4% 1,50 1,.%6 1,83 1,67
LAMPUNG 1,27 1,32 1,34 1,38 1,45
EEF. BARNGKA BELITUNG

" KEPULAUAN RIAL

JAWA BARAT

NUSA TENGGARABARAT 181 157 164 175 1,75 (0,06
NUSA TENGGARATIMUR 059  0.60 0,65 070 0,75 0,16
KALIMANTAN BARAT 19 231 219 226 230 0,01
KALIMANTAN TENGAH 1,65 167 170 168 170 0,05
KALIMANTAN SELATAN 1,80 185 189 192 195 0,15
KALIMANTAN TIMUR 068 074 079 084 0,89 0,21
KALIMANTAN UTARA L20 124 129 137 145 0,25
SULAWES! UTARA 204 219 232 233 2,32 0,18
SULAWESI TENGAH 055 053 051 051 051 [0,02)
SULAWESI SELATAN 1,36 134 136 142 149 0.13
SULAWESI TENGGARA 057 0,58 0,58 0,58 0,58 0,01
GORONTALD 215 219 223 232 2,34 0,19
SULAWES! BARAT 0,24 024 025 024 0,24 0,00
MALUKU 1L,B0 183 173 171 1,69 (0,11
MALUKU UTARA 044 043 046 047 046 0,02
PAPUA BARAT 049 051 052 054 0,58 0,06
PAPLIA 068 068 066 067 0,66 0,02)
INDONESIA 581 583 572 579 580 5.79

Source: Badan Pusat statistik, 2019.
3.3 Impact on the Business Unit and Individual Workers

This analysis is also done on a micro level to see the perceived impact of business
units and tourism workers on the development of tourism sector. The impact on the micro
level was measured through surveys of companies and workers engaged in tourism services.

A. Impact on tourism business units

The question of whether the company measured the impact of the tourism sector
development perceived by the business unit have gained profit sustainably, able to diversify
or improve the product/service and increase sales, and had carried out the recruitment of
new hires.
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The survey showed that almost all companies in tourism services (more than 95
percent) received sustained gains over a period from 2015 to 2019 (Fig. 5). Even in 2017,
only two percent of the business unit claimed to be not profitable. This fact shows that the
development of the tourism sector has a positive impact on the business. Although the
majority of companies benefit from business, there is no information about the amount of
corporate profits surveyed.

Gain profit Mot gain profit
a3 5% 7% 3% a3
96% 95% a8% 7% 96%
2015 2016 2017 2018 2019

Figure 5. Proportion of Tourism Business Gaining Profit
Source: Survey Data Bappenas, 2019

Almost all business units claimed gaining benefit sustainably during 2014-2019.
However, the impact is still relatively limited, especially if we view it in the term of the sales
volume and changes in the product type. Figure 6 (A) provides an overview of the changes
experienced by the tourism company in terms of sales volume and product type
diversification during 2014-2019. Figure 6 (B) shows the change in the number of business
units that conducted recruitment of new employees between the period 2010-2014 and 2015-
2019.

In Figure 6(A), it is seen that most (67 percent) of tourism business units did not
experience an increase in sales volume, even among them there are 7 percent of business
units experienced sales volume decrease. Of the tourism business unit surveyed only 33
percent claimed their sales volume increased.

In addition, in most business units (81 percent) there is no improvement in the type
of products being marketed. Only 19 percent of business units has been improving the
diversification of their product. This is an indication that tourism business still has
limitations on product development innovations. The limitations of this product
development innovation may be one of the reasons why few business units can increase the
volume of sales. They need greater support and encouragement to develop their capacity to
Innovate.

The limited product development and sales volume during 2014-2019 also impacted
the limited business unit of the sector in creating new jobs. Figure 6 (B) shows the ability of
a business unit in recruiting new employees in 2015-2019 and 2010-2014 period was not
improving. The number of business units hiring new employees in 2015-2019 reaches 66
percent, lower than in the 2010-2014 period, although the difference is not very significant.
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This is an indication that the impact of the development of the tourism sector has not been
able to improve the business unit's ability to create new employment.

The development of the tourism sector has positively impacted business units in
gaining profit. However, the impact has not been large enough to be able to improve the
ability of business units to innovate in product development and the ability to create new

employment.
CHANGES IN PRODUCT VARIETY RECRUITMENT OF NEW EMPLOYEES
AND SALES VOLUME
Increased Unchanged Decreased Ever Never Don't know
5% 7% 5%, 2%
76% 60% 26% 32%
69% 66%

19% 33%

Product Sales

Variety Volume 2010-2014 2015-2019

(A) (B)

Figure 6. Impact of Tourism Development Program on Business Unit
(A) Changes in product type and Sales Volume
(B) Employee recruitment at Tourism Business Unit
Source: Survey Data Bappenas, 2019

B. Impact on tourism workers

The development of tourism sector is expected to provide welfare for working
individuals. An important indicator that demonstrates well-being is the amount of monthly
income earned, and how it compares to the general worker's income. Individuals surveyed
were asked to answer what field of employment they engaged in and how much monthly
earnings they received. A total of 1263 respondents answered the questionnaire, including
19 percent of those are working on the field of tourism. The proportion of employees by
monthly wages in the field of tourism is compared to the overall workers in all field of works.
The result is summarized in Table 2.
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Table 2. Proportion of total employee responses by monthly wages groups (%)

Monthly wage (W) in Overall Workers Tourism Workers
Rupiah

Do not know 10.9 1.3

‘W > 20 million 9.9 0.4

10 = W < 20 million 0.3 0.9

5> W < 10 million 1.4 2.7

2 > W <5 million 8.5 9.8

1> W < 2 million 36.6 48.7

0.5 > W < 1 million 19.6 22.3

‘W < 0.5 million 12.7 18.8

Source: Result of survey, Bappenas, 2019

Table 2 provides an overview of the monthly average wage comparison of workers in
the tourism sector in all sectors. On the average, wages received by tourism workers was
lower than the average wage of the overall worker in all sectors.

Lets assume that the wage of two million rupiahs permonth as the benchmark in
determining low wage rate. The wage of less than this figure is considered as low. The basis
for the assumption is the BPS data. BPS (2020) reported that the lowest average wage in
2019 was 2.11 million rupiahs, which was the case of the province of Nusa Tenggara Timur.
BPS also reported the average wage for services works in informal sector in 2019 was 2.17
million rupiahs. Therefore, it does make sense if we consider 2 million rupiahs as the
benchmark in determining low wage.

Based on these benchmarks, the survey results in Table 2 show that the majority of
workers engaged in the tourism sector (84.8 percent) have received low monthly wages (less
than two million rupiah). This proportion is far greater than all sector workers, which is
around 68.9 percent. This implies that the welfare of workers in tourism is no better than in
other sectors. The findings from this micro-level analysis that tourism workers get low
wages, which also implies a low level of welfare, was consistent with- and confirmed the
indications in the macro-level analysis that the productivity and welfare of workers involved
in the sector are not improving. The low level of education and skills of tourism workers can
be one of the main affecting factors. It needs to improve human resource capacity and
capability through education and trainings.

IV. Conclusion and Policy Impliocations
4.1. Conclusions
The conclusions derived from the above analysis and discussions are:

1. The competitiveness of the Indonesian tourism sector during 2014-2019 has been
increasing and has encouraged the increasing number of foreign tourists to visit.
However, it is lagging behind the significant South-East Asian countries.
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2. Lacking of tourist service infrastructure and low-rated health and hygiene are the main
factor that lowering Indonesia competitiveness in attracting foreign tourists.

3. The tourism sector has experienced growth and contributes positively to the national
economy. But such growth is not large enough to be able to achieve the target of
increasing its contribution to the national economy.

4. The development of the tourism sector has positively impacted the tourism business
unit in obtaining profits, but still has not had a big impact on improving the ability of
business units to innovate in product development and the ability to create new
employment.

5. In general, tourism business is able to gain profit, but the welfare of workers in this
sector is still relatively low. This is related to the low level of education and skills.

4.2. Policy Implications

Considering the weaknesses that were found in the analysis, there are policy
implications that should be taken into consideration in order to improve tourism sector
contribution in the economy and welfare of workers engaged in. These are:

1. Continuing policy that prioritizes tourism in the national development

2. Improving the competitiveness of Indonesia Tourism by providing a more dependable
and quality of tourist service infrastructure and improve the health and hygiene
indicator.

3. Improving human resource capacity and capability through better education and
trainings, especially vocational education and training to support the hospitality
business.
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