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The objective of this study is to evaluate the economic significance of the tourism
sector in Chiang Mai and to assess the value added that is retained within the country. A
total of 13 sub-sectors have been investigated. These include hotels and resorts,
guesthouses, restaurants, overland travel (provincial buses, local buses, car rental,
motorcycle rental), travel agencies, entertainment, golf, spas, museums, souvenir
industries (silverware and celadon) and a tourism supporting industries i.e. fuel stations.

The research methodologies used include a questionnaire survey, in-depth
interviews and analysis of profit and loss statements and balance sheets. A total of 497
entrepreneurs were interviewed. In addition, two large data bases have also been used.
The database of the National Statistical Office comprises 1,854 enterprise records and the
data base of Tourism Authority of Thailand comprises 3,702 records. A total of 420 profit
and loss statements have also been read.

The findings of this study reveal that in 2002 the tourism industry (including
supporting services) in Chiang Mai created value added totaling 12.01 billion baht
accounting for 14 percent of the Gross Provincial Product (GPP) and 46 percent of the
service GPP. The industry consisted of 8,005 enterprises in 2002 with sales totaling
38,030 million baht. Value added to sales ratio equaled 33.28 percent. The top three
largest sub-sectors (excluding fuel stations) were hotels and resorts, restaurants and travel
agencies. The domestically retained value added was 92 percent of total value added.
Almost all sub-sectors except for overland travel exhibited domestic value added of over
90 percent of total value added.

This study also investigated the efficiency of the sub-sectors by measuring value
added per worker. The top three industries with the highest value added per worker or
labor productivity were the car rental industry, hotels and resorts and travel agencies. For
the hotel and resort industry, a stochastic production frontier method was used to estimate
efficiency loss and revealed that the loss equaled 6,119 million baht for the whole industry
and 266 million baht for the industry in Chiang Mai.

The Thai tourism sector is at present facing many changing trends. These include
greater volatility because of transnational epidemics and terrorism. Pressure is also
mounting for SMEs from the opening of free trade areas, WTQO’s requirements of service
liberalization and the re-emergence of China as the world largest tourism market and
destination. Internal factors also affected the level of sophistication of the supply
management. These include the use of alien labor and the decentralization policy which
has left most tourism resources under the care of local governments. This study provides a
wide range of policy and research recommendations which include the promotion of Thai
hotels to world industry, cluster development policy, alien labor policy, tax amnesty for
the SMEs, sub-sector policy education and R&D policy.
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