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Tourism system of the Far East: reality and perspectives

(based on the materials of Primorsk Territory)

Tourism is one of those economic fields which is actively and steadily developing even in the 1990s – years of deep social-economical crisis. In the Far Eastern region over 500 tourism companies were founded during this period, most of which can be characterized as enterprises with steady positive development. According to the Interregional Association of Economic Cooperation of Entities of Russian Federation “Far East and Transbaikalie”, in 2005, foreign tourists in the Far Eastern region increased by 3% compared with the year 2000, at 2593 people. The number of Russian tourists into foreign countries increased almost threefold and was 1.17 million people by the end of 2005. 1

Tourism as a commercial and social activity of the population of the region has become a significant part of the economy of the Far East, which has a positive influence on the growth of the employment of the population and stimulates the development of inter-industry relations – construction, trade, and transportation, for example. 

In connection with the strategy of the development of tourism in the countries of North-Eastern Asia, approved in September 2006 in the Tourism Forum of the countries of North-Eastern Asia (Niigata, Japan), the Far East is recognized as a region having broad perspectives of the development of trans-boundary exchanges.

Actually, this means that the Far East, as an economic player, is primarily considered a territory which is meant for the development of inbound tourism.
Despite the obvious competition with the already existing tourism market of the Asia-Pacific region (China, Vietnam, Indonesia, Saipan, Fiji and other island territories, the Philippines, Malaysia, Thailand, Singapore, Alaska, Hawaii, etc.), the Russian Far East is considered to have sufficient potential for the development of inbound tourism, basically for its accessibility, relatively low prices, and relatively recent entry into the tourism market of the Asia-Pacific region.

On the one hand, all these factors are present and they provide a pretty fast development of the tourism industry in the Far Eastern region – the speed and dynamics of its development in the Primorsk Territory conclusively demonstrate high perspectives of this field.

On the other hand, the relatively fast development of the tourism services system (taking into consideration the fact that it started development “from the ground up”) elicited a number of problems in its development. 

Speaking about positive development as a whole, we always tend to forget about the quality of the processes hidden behind this dynamic. But these are the characteristics that demonstrate whether the Russian Far East really can qualify for its place in the market of inbound tourism in the highly competitive Asia-Pacific region.

First of all, insufficient development of the tourism infrastructure is related to the basic problems of tourism development in the region. In particular, a number of well-known projects, connected with the tourism system development in the Primorsk Territory (for instance, one of the versions of the “Big Vladivostok” - the so-called “tourist-city” project) was “Utopia” (a pie in the sky) from the very beginning. That is, tourism infrastructure, being a generator of various economic fields and a true source of a multiplier effect in the economy, on the one hand, is very expensive, and on the other hand, technology-consuming in its creation and development. Even so-called “extreme tourism” requires significant capital investments. We don't even speak about “cultural tourism”.

The first turn in the development of tourism in the Far East was primarily connected with shop-tours to the PRC. In this stage of development in this field, so called “outbound” tourism prevailed. The beginning of the 1990s has set special “traditions” in this field – shop-tours to various regions of the PRC continue to be the most common type of all tours.

For example, according to sociological surveys, by the end of 2006, 72% of all residents of the Primorsk Territory had visited frontier regions of China for shopping purposes. More than a half of population regularly make such tours.2

On the other hand, the lack of a developed tourism infrastructure has restrained incoming tourist flows from the countries of North-Eastern and South-Western Asia.

Only recently the incoming flows from neighboring countries appear. Most of them were from the PRC. 

Moreover, the tourism industry of the Far East has experienced a number of social and industrial problems.

Social ones include: low population density (eight times lower on average than Europe, weak development of social infrastructure, low income of the population which is 17% lower than that it on average in Europe, taking into account a fixed bucket of goods (consumer bucket). 3 

Also, the development of the field is restrained by the unsteady demographical potential of the region.

The following problems are considered to be the most significant ones: there is a lack of financial resources for the development of tourism infrastructure; the region is located far from the center and, therefore, transportation expenses constitute a large part of a tourist's expenses; there is a shortage of culture and entertainment and they don't meet the requirements of a modern tourism market; there is a lack of informational organizations and centers engaged in the promotion of tourism. 4 

All of the listed problems require a complex and systematic approach and gradual solutions on both federal and local levels.

The Primorsk Territory has become kind of a quintessence of positive dynamics as well as of the problems in the development of the industry. It has become kind of a litmus paper in this field.

In Primorsk Territory, the annual growth of tourism is 12-15%, and growth of its tax revenues is 8-10%. Thus, in 2006, the tourist enterprises of the region provided various services worth 319,2 million rubles. Transfers to the budget of the Russian Federation were 63,9 million rubles. The number of total tourists in the region  (inbound and outbound tourism, business visits) is approximately 1 million people. Notably, tourism and excursion services in the region are provided by over 280 enterprises, which employ about 1700 full-time employees. Accommodation services are provided by over 250 places. There are 110 hotels among them, which provide over 4 thousand rooms (for 7,6 thousand people) and provide jobs for about 3 thousand people.6 
 

Table 1. Dynamics of the development of the tourism industry in Primorsky Krai.

	
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005
	2006

	The volume of tourism and excursion services provided
	112
	98
	106
	120
	174
	191
	200
	245
	277,9
	335,3

	The total amount of tax revenues from the torism enterprises of the region
	17,9
	15,7
	17,1
	26,24
	38,71
	40,68
	45,81
	53,01
	58,1
	63,7

	The amount of tax revenues from the enterprises to the regional budget 
	4,4
	4
	3,4
	7,6
	11,2
	12,2
	14,2
	17,86
	18,9
	20,3


The relative density of the total input of the tourism to the gross regional product, taking into account adjoining industries, according to the estimates, was 3%  in 2006, which was higher than in the Russian Federation in general, but much lower than average world ratios.7  

The multiplier effect in the system of total revenues from tourism for the regional economy in 2006 can be characterized by the following numbers: income from collective means of accommodation constituted 41,1%, income from transportation enterprises constituted 12%, from catering facilities – 10-11%, from the actual tourism companies – 7%. 8 

According to basic statistical and financial ratios, the Primorsk Territory has a leading position in the development of the tourism industry of the Far East. Thus, there are 1,5 times as many tourism enterprises in Primorsk Territory as in the Khabarovsk Territory, 2,3 times as many as in Kamchatka Region, and 15 times as many as in Magadan Region. The number of tourists and tourist services provided in Primorsk Territory also exceeds that in the regions mentioned above by 5 times, 15 times, and 270 times, respectively. 9

Besides, the relative amount of tourist-excursion services in the gross regional product (GRP) of Primorsk Territory in 2000-2004 constituted about 0.2%, which can not characterize the work of the tourism system as an effective one.

This situation is caused by a number of negative factors.

Perhaps, a high level of “gray” financial turnover can be attributed to those factors. For instance, according to statistical research conducted in 2004, the cost of one tourist ticket sold constituted: 358.3 rubles - in Primorsk Territory, 7640 rubles – in Sakhalin region, 4200 rubles – in Jewish Autonomous Region, 2935 rubles in Khabarovsk Territory, 824 rubles in Amur Region. 10

Conclusively, the income from tourism activities, subjected to taxes, in all the Far Eastern regions is higher than in Primorsk Territory. And a smaller number of tourists and tourist services provided make a larger input to the economy of each region.

Besides, speaking about negative trends in the tourism industry, the following issues should be noted:

· The average number of employees at a tourism enterprise of the region doesn't grow. This is evidence of the fact that the growth is provided by the growth of a number of small enterprises with low capital, but large tourist companies are not founded.

· The growth of outbound international tourism exceeds inbound flows.

· Tourism from Russia to China constitutes up to 93% of all international tourism. The relative density of inbound flows from Japan, the Republic of Korea and Asia-Pacific countries hasn't grown.

· Salary levels in tourism enterprises is lower than the average level in the Far Eastern region. This is connected with seasonable tourism activities.

· This tight connection with seasons, especially, in the sector of inbound tourism is caused by the lack of a developed infrastructure for winter tourism.

· All of these trends have led to the lack of significant investments into the industry.

· Tourism by itself is a very capital-consuming industry, connected with creating a branched infrastructure and comfortable living conditions (who would like to travel into a region without a stable electricity supply, without good roads, without a quality water supply?)

· At the same time, there are a number of positive perspectives in the development of the tourism industry.

· First of all, there is a stable growth of the number of tourism enterprises and jobs, a growth in the number of tourists, of salaries in the tourism industry, of the amount of tourism-excursion services provided and tax revenues to the budget of the Russian Federation.

· So, development of tourism is a complex and contradictory process.

· Thus, there are two sides of the coin in the approach to the feasibility of solving these problems, defined in the “Strategy for Socio-Economic development of Primorsk Territory for the years 2004-2010”, which are specified in detail in the “Recreational-Tourism System Development Program for Primorsk Territory up to the year 2010”.11 It is stated in the “Strategy...” that Primorsk Territory is one of the entities of the Russian Federation, where tourism is recognized as a priority and can become a specialized sector of the regional economy. Simultaneously, it is emphasized that tourism is a socially significant sector.

Concerning socio-economical ratios, the following ratios (objectives), which will be the result of growth of the tourism industry, are settled: 

To increase the input of the industry into the GRP of the Territory from 3% up to 6-7%. Given the amount of GRP or about 6 billion US dollars in 2010, the input of the tourism industry must constitute about 400 million US dollars; that is, it must increase by 4-5 times (compared with the amount in 2003 – 90 million dollars, taking into account the multiplier effect).

· To increase the input of the industry into the budget of the Krai from 0.2% to 5-6 %; this means a 25/30-fold increase. 

· To increase the average duration of the tours for foreign tourists from 2-3 days to 5-6 days.

· To increase financial volumes of both tourist goods and services provided from 35 USD per one tourist's day to 150 USD per one tourist's day.

· To increase the number of foreign tourists moving into the region (who receive tourist services here) up to 1 – 1.2 million people annually.

· The implementation of the “Strategy”, as its authors state, will allow to increase the flows of foreign currency into the region, provide employment for the population of the region, expand tourism infrastructure, increase tax revenues and the multiplier effect, and decrease social strain in the region. 12

· The fact is that the “Strategy” considers tourism to be one of the locomotives in the development of the region, which is supposed to help a number of other remaining economic systems.

· But, as it was mentioned above, the development of the tourism industry is impossible without much renovation of the regional infrastructure, and the latter – without serious investments, the sources of which aren't obvious and aren't defined. The authors of the “Strategy...” are silent about this.

· However, according to experience, foreign investors are not eager to invest into the Russian infrastructure, and Russian tourist companies in the region, though numerous, are small and don't have either the capital nor the desire for investment.

· Being realistic about the situation, we can conclude, that despite the glorious wishes of the author of those plans and concepts for the development of Primorsk Territory, if industry is not able to play the role of a locomotive for regional development, because it completely depends on the level of the development of this region.

· It would be curious to note, that sociological polls and surveys of the residents of Primorsk Territory revealed, that more than 83% of them do not consider tourism to be an industry that would be able to lead the region out of a socio-economic crisis. At the same time, 70 % suppose, that tourism stimulates growth of wealth, though it doesn't play a major role. 13 It isn't hard to understand, that they mean shopping-tours to China, and shopping for automobiles in Japan. And a serious socio-economical strategy cannot be based on this. Moreover, most travel agencies of the region (more than 90%) connect their present and their future with the China tourism. The characteristic of such tourism is lower -compared with Asia-Pacific countries – demand for a specialized infrastructure, and outbound tourism to China and Japan seems to remain the major specialization.

· This means, that the money of the Russian people will continue to be invested into the Chinese economy, causing a slow pace of development of inbound tourism.

· As a result, the Federal Center and its state programs for the development of the Far East and its infrastructure remain the only force which is able to change the direction of the tourism business development in the region. Even the project for the creation of the largest tourist center in Vladivostok, based on federal investment for the preparation for the APEC summit in 2012, given all its attractiveness, doesn't solve this problem completely. At best, the process of preparation of the infrastructure for the APEC forum will become the beginning of a long path toward implementation of the common state policy for the development of the region.

· Besides, we should accept the fact that the beginning of the implementation of this project for conducting the forum for conducting the APEC forum can lead to creation of a brand new tourism system in the region as a whole – the project for Russkiy island development (as well as projects on Kurili islands and the islands in the south of Primorsk Territory) suppose this scenario of the development.
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