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Abstract 

Economic leakage is considered to be the most difficult problem to overcome as the 

tourism sector will grow in a climate of liberalization that allows foreigners to do business in 

the domestic market, so economic leakage is inevitable. Economic leakage can come in the 

form of external, internal, and invisible leakage, with the three types of leakage caused by 

different factors. Leakage is inevitable under current free market or trade liberalization 

conditions, but economic leakage can be minimized in several ways and with different 

strategies. This study confirms that economic leakage in tourism sector development comes 

from the hotel sector as the biggest cause compared to others. The main reason is that the 

development of the hotel sector is more developed by an international network pattern that 

demands the same standards according to the established quality. This standardization 

ultimately requires a single manufacturer from a developed country as local destinations are 

unable to provide the products needed to develop the hotel sector. The best strategy is a 

cluster structure strategy that must be implemented by the government through 

international agreements, whether at the export level, supplier level, or the economic input 
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level, which can be designed to reduce or minimize economic leakage. Although economic 

leakages in tourism development cannot be avoided, the government can reduce them with 

various policies and strategies. Domestic policies and local government policies can be 

enforced to allow the tourism industry to use local resources produced by local communities, 

such as agricultural products, fisheries, and small and medium-sized businesses that support 

tourism. The strategy that can be implemented can be in the form of incentives and rewards 

for entrepreneurs who run their businesses with local products, local natural resources, and 

also dominant local resources. 

Keywords 

Economic leakage, liberalization, development strategy, cluster structure, tourism development 

1. Introduction 

Measuring the benefits and disadvantages of tourism development in 

several countries today is still a debate among economists, especially those who 

have conducted research and evaluation of the tourism economy. Several views of 

experts color the discussion of this paper from different points of view. Frechtling 

stated that to measure the benefits of tourism for the economy of a country, 

sufficient complete data should be available. He offered alternative methods, 

especially related to methods of collecting data on tourist spending in the future, 

and he also reviewed several methods that have been used by previous experts. 

using impact multipliers and input-output analysis to measure tourism sector 

expenditure (Frechtling, 1987). Meanwhile, Archer and Cooper argue that: a search 

on the benefits and impacts of tourism on the economy must include social 

variables that have never been calculated by other experts, and a social cost-

benefit analysis should be used. According to him, to measure the benefits and 

impacts of tourism is not just to calculate the economic impact only by looking for 

the multiplier effect (Archer & Cooper, 1994; Olaleye et al., 2021). 

Meanwhile, Sinclair and Sutcliffe explained that the measurement of 

multiplier income for the tourism sector at the sub-national level requires more 

complex thinking and data due to the frequent occurrence of leakage, so this 

analysis should be carried out at certain local regional levels and these leakages 

should be measured and compared. with the expected benefits (Archer & Cooper, 

1994). More firmly, Heng and Low on a practical level, explain that to measure the 

impact of tourism it would be better to use input-output analysis (Heng & Low, 

1990). However, Johnson and Moore emphasize that it is more appropriate to 

measure the economic impact of tourism by focusing on certain tourism activities 

that are growing rapidly and the tourism resources they use, and all their impacts 

(Johnson & Moore, 1993). While West offers SAM or social accounting matrix to 

solve tourism problems that are interconnected from time to time. He considers 

that the input-output analysis is not able to solve the problem of tourism impacts. 

It only measures the relationship between producers and producers and does not 

include trade carried out by the government and other public sectors (West, 1993). 

Harris and Harris criticize that the tourism impact analysis that has been carried 
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out at the national and local levels tends to ignore industry classification standards 

for every activity in the tourism industry even though standardization has 

consequences for additional costs (Harris & Harris, 1994; Soto Ferrari et al., 2021). 

In many ways, tourism has been proven to have a positive impact on a 

country's economy which is obtained from foreign exchange earnings, tourist 

consumption, employment, infrastructure development, and generating economic 

empowerment for local communities. The WTO predicts that tourism revenue will 

be contributed 100% directly from tourist spending in an area (Utama, 2011); 

(Utama, 2014). For example, the role of tourism for the Province of Bali on the 

regional economy "GDP" is very large and has even outperformed the agricultural 

sector which in previous years played an important role in Bali (Utama & Mahendra, 

n.d.; Sumarno, Setiawan, & Sunaryo, 2021). 

On the other hand, tourism development can also harm a country or 

destination if the development is not properly coordinated and planned, meaning 

that tourism development should be directed at empowering domestic communities 

with systems that are directly related to domestic production factors. The use of 

domestic production factors such as land, water, and all aspects related to the 

physical and social environment can be done wisely (Setiawan et al., 2021). 

This study seeks to find economic leaks in the development of the tourism sector 

in three different countries, namely Bali, Indonesia, Vietnam, and Thailand. Trying to 

find out what spending is the biggest cause of leakage, then find the right solution to 

reduce economic leakage in the development of the tourism sector in other destinations. 

2. Method of Analysis 

This study uses secondary research available in various scientific 

publications related to tourism based on tourism development experiences in many 

countries like in three different countries, namely Bali, Indonesia, Vietnam, and 

Thailand. Meanwhile, data and information gathered are analyzed with comparative 

qualitative analysis (Maxwell, 2008). The result of the analysis is then compared to 

the supporting theoretical framework and previous research results that share 

similarities to the current research. The analysis is limited by the framework of 

policies and strategies to minimize economic leakages in the tourism sector in 

Indonesia, Thailand, and Vietnam (Utama et al., 2021); (Suryawardani et al., 

2014); (Lacher & Nepal, 2010); (Kumar, 2005). 

3. Result and Discussion 

3.1 Review of the Negative Effects of Tourism Development 

Some of the negative effects of tourism development can be explained as follows: 

1) Leakage 

Leakage or leakage in tourism development can result from leaks, namely 

import leaks and export leaks. Usually, import leakage occurs when there is a 
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demand for equipment of international standards used in the tourism industry, and 

imported food and beverage ingredients that are not able be provided by local or 

domestic communities. The amount of income from the tourism sector is also 

accompanied by the large costs that must be incurred to import products that are 

considered to be of international standard (Utama et al., 2021). Meanwhile, export 

leakage often occurs in the development of tourist destinations, especially in poor 

or developing countries which tend to require large capital and investment to build 

infrastructure and other tourist facilities (Darsana & Sudjana, 2022). 

Conditions like this will invite the entry of foreign investors who have strong 

capital to build resorts or hotels as well as tourism facilities and infrastructure, in 

return, their business and investment profits will push their money back to their 

country without being hindered, this is what This is called the "leakage" of export 

leakage. This confirms the opinion of Sinclair and Sutcliffe who explain that 

measuring the economic benefits of the tourism sector at the sub-national level 

should use more complex thinking and data to avoid leakage "leakages". 

Specifically, the problem of leakages in this paper will be discussed in a special sub-

chapter, namely economic leakages and strategies to minimize economic leakages 

(Sinclair & Sutcliffe, 1988). 

2) Enclave Tourism 

Enclave tourism is often associated with a tourist destination and is 

considered only as a stopover, for example, a tourist trips from cruise ship 

management where they only stop at a destination without spending the night or 

staying at hotels that have been booked. provided by the local industry as a result 

of the arrival of cruise ship tourists the benefits are considered very low or even do 

not provide economic benefits for the community in a destination they visit 

(Murdiastuti & Rohman, 2018). Another fact that causes the "enclave" is the arrival 

of tourists who take tours managed by foreign travel agencies from "origin 

countries'' for example, they use airlines owned by their own companies, then they 

stay at a hotel owned by chain management from their own country, traveling with 

fleets from chain companies owned by their entrepreneurs, and guided tours by 

tour guides from their own country, and as a result, local communities do not get 

optimal economic benefits (Utama et al., 2021). 

3) Infrastructure Cost 

Without realizing it, it turns out that the development of the tourism sector 

with international standards can be a separate cost burden for the government and 

as a result it tends to be charged to the tax sector in the sense that to build the 

infrastructure, tax sector income must be increased, meaning that tax collections 

on the community must be increased. raised (Utama et al., 2021). Tourism 

development also requires the government to improve the quality of airports, roads 

and supporting infrastructure, and of course, all of these things require no small 
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amount of money and the government may reallocate other sector budgets such 

as reducing the education and health budget (M Thea Sinclair & Sutcliffe, 1988). 

The above fact strengthens Harris and Harris's opinion, who criticizes that an 

analysis of tourism impacts should include standard industry classification factors 

for each activity in the tourism industry which are often overlooked in tourism 

impact analysis (Harris & Harris, 1994) 

4) Increase in Prices Dramatically 

An increase in demand for goods and services from tourists will cause a 

series of price increases "inflation" which will certainly harm local communities, 

which in reality do not experience a proportional increase in income, meaning if the 

income of the local community increases but is not proportional to the increase in 

prices, it will cause the purchasing power of the local community to be low (Utama 

et al., 2021).  Tourism development is also associated with rising house rents, land 

prices, and other property prices. Local people cannot afford to buy and tend to be 

evicted to suburban areas where prices are still affordable. As a logical 

consequence, tourism development also has an impact on increasing the prices of 

consumer goods, education costs, and the prices of other basic needs so that the 

fulfillment of basic needs will become difficult for residents (Harris & Harris, 1994). 

often forgotten in every measurement of the benefits of tourism to the economy of 

a country (Utama et al., 2021). 

5) Sectoral Dependence 

Industrial diversity in an economy shows the health of a country. If there is 

a country that only depends on its economy on one particular sector such as 

tourism, for example, it will make a country dependent on the tourism sector, a 

result of which economic resilience becomes very strong. high risk (Utama et al., 

2021).  In some countries, especially developing countries that have limited 

resources, it is appropriate to develop tourism which is considered not to require 

large resources, but countries with diverse resources should also be able to develop 

other sectors proportionally (M T Sinclair & Sutcliffe, 1988). When the tourism 

sector is considered a golden child, and other sectors are considered as children of 

themselves, according to Archer and Cooper, a search on the benefits and impacts 

of tourism on the economy should include social variables that have never been 

calculated by other experts. Dependence on a sector and dependence on the arrival 

of foreigners can be associated with the loss of social independence and at the 

national level, a country can lose independence and be very dependent on the 

tourism sector (Archer & Cooper, 1994). 

6) Seasonal Characteristics 

In the tourism industry, certain seasons are known, such as the high season, 

when tourist arrivals will peak, the room occupancy rate will approach the 

maximum room occupancy rate and this condition will have an impact on increasing 

income. tourism business (Darsana & Sudjana, 2022). Meanwhile, the "low season" 
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is also known as the "low season" in which the average room occupancy rate is not 

in line with the expectations of business people, as a result, the tourism industry's 

income has also decreased, and this is often called a "seasonal problem", especially 

informal workers such as taxi drivers, traditional masseurs, and street vendors, are 

all very dependent on tourist arrivals, and in low seasonal conditions, they do not 

have a definite job area. The fact above strengthens West's opinion that offers SAM 

or Social Accounting Matrix to solve tourism problems that are interconnected from 

time to time, the benefits of tourism to the economy should apply proportionally to 

all seasons, both low season and tourist high season (West, 1993); (Keuning & de 

Ruuter, 1988). 

3.2 Economic Leakages Case Studies and Strategies 

Of the six possible negative effects on tourism development, economic 

leakage is considered the most difficult to overcome because it is very difficult to 

measure. Currently, tourism development is the most likely to open the 

liberalization process so that the possibility of economic leakage in every economic 

activity that occurs is very large. The question now is not whether this is indeed 

possible, but if it does happen, will the Indonesian tourism industry be able to 

dominate the market? It is not known exactly how the impact of liberalization of 

tourism services trade in Indonesia will be. When viewed from the aspect of the 

level of leakage (leakage of foreign exchange), several opinions say that 

Indonesian tourism creates leakage between 50% and 80% (Taylor & Smith, 

2007); (Grosso et al., 2007). 

If the data is accurate, then the leakage that occurs in Indonesia is classified 

as not too high if it only reaches 50%. While the smallest leakage is 40%, namely 

in India because of their success in minimizing the number of imports needed by 

tourists, the highest leakage in the world if it reaches 80%, according to UNCTAD, 

the highest leakage is in the Caribbean region, which is 75% (Taylor & Smith, 

2007). Apart from the liberalization above, economic leakage in tourism 

development can be caused by weak coordination of tourism activities and weak 

local production systems (Thapa, 2010). Furthermore, economic leakage can also 

be equated with income leakage from activities. tourism which causes local people 

to not be able to enjoy it. Other conditions, economic leakage can be caused by 

the use of foreign capital, the construction of facilities on international networks or 

chains, especially the construction of five-star hotels which triggers a large number 

of imports of hotel supplies, foodstuffs, furniture, workers, foreign airlines, and so 

on (Holden, 2008); (Grosso et al., 2007). 

3.3 Types of Leakage in Tourism 

1) External Leakages 

This leakage occurs as a result of spending in the tourism sector that occurs 

outside the destination, where the expenditure is related to the local industry. 

External leakages can occur because (1) foreign investors build tourism 
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infrastructure and facilities in developing countries so that profits and payments 

occur abroad. (2) The direct flow of tourism business money occurs abroad because 

bookings can be made overseas or online, tourists come with foreign airlines, cruise 

ships or cruise ships, or other forms of business owned by foreigners. The extent 

and impact of external leakages vary widely from country to country and also varies 

by tourism destination. For external leakage related to foreign investment in the 

construction of tourism facilities, these leakages will have an effect in the short and 

even long term depending on how much capital is invested and the length of the 

cooperation contract. Due to limited domestic financing, leakages cannot be 

avoided, especially in developing countries, while in developed countries, leakages 

can be minimized because the financial conditions of developed countries are 

relatively better. In the case of leakages caused by booking travel directly from 

foreign countries (foreign booking intermediaries), it can be avoided by providing 

domestic facilities that can be accessed from abroad, perhaps online, and other 

ways that allow tourist transactions to be received directly by the state. or domestic 

companies. Furthermore, Diaz Benevides said, in revenue from tourism activities 

involving foreign parties in each country, the percentage of leakages varies and is 

difficult to measure and estimate, but the percentage is in the range of 75% (Diaz 

Benevides, 2001); (Garrigós-Simón et al., 2015). 

2) Internal Leakages 

The average internal leakage in most developing countries is in the range 

of 40 to 50% of the total gross revenue of the tourism sector in smaller economies. 

Meanwhile, in a wider economy of scale, internal leakage occurs in the range of 10 

to 20% (UNEP). Internal leakages are dominantly caused by the use of imported 

components that are measured domestically. According to (UNEP), internal leakage 

can be measured by Tourism Satellite Accounts (TSA) and this has been done by 

44 countries that have updated databases on tourism (WTO). Internal leakages in 

developing countries occur in the supply chain of imported tourism goods and 

services. Internal leakages in several destinations usually occur due to demand or 

demands for quality levels of tourism services and tourism entertainment, 

especially related to imported products (Smeral, 2006); (Blake et al., 2001). 

The products in question are, for example, the procurement of wine and 

some alcoholic beverages with international brands which are produced abroad. 

Chain hotels with international standards also cause significant internal leakages 

because they tend to comply with the standards that have been set and expected 

by tourists. In the case of the Maldives Islands, 83% of the availability of domestic 

jobs is related to the tourism sector and tourism is related to domestic industries, 

most of which production processes depend on imported components so the 

occurrence of internal leakage is very high. Meanwhile, Diaz Benevides said that 

internal leakages are estimated to occur between 40 and 50% in most developing 

countries, and in developed countries, internal leakages occur between 10 and 20% 

(Diaz Benevides, 2001). 
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3) Invisible Leakages 

Invisible leakages are the loss of opportunities to earn income from the 

tourism sector that occur in real terms but are very difficult to document in real 

terms but will have a cumulative effect (Utama, 2017); (Archer & Cooper, 1994). 

Activities that can cause invisible leakages, for example, taxes, informal 

transactions that are usually not recorded, and offshore savings and investments. 

This leakage can be reduced by looking at tourism clusters, implementing tax 

policies for all tourism clusters, making financial and fiscal policies, and making 

cooperation agreements with other countries related to tourism cooperation as 

investors and tourist suppliers (Utama, 2017); (Archer & Cooper, 1994).  Another 

invisible leakage can take the form of using non-renewable natural resources, 

environmental damage, cultural degradation, loss of history, and damage to 

tourism assets over a long period can lead to a decline in the quality of life of local 

communities. 

3.4 Case Study of Tourism Leakages 

The World Bank estimates that overall of total income in developing 

countries, 55% will return to "leakage" to developed countries, but this figure varies 

in different countries (Frueh, 1988); (Farrell & Runyan, 1991). Major leaks can 

occur in smaller countries that rely on imported components, such as St. Lucia at 

45% (Seward & Spinrad, 1982) while the Caribbean reported an average of 70% 

so did the state of the Bahamas in 1994 seeing a leak of almost 90% which is the 

highest percentage of historical economic leakages (McElroy & de Albuquerque, 

2002). 

Meanwhile, a study in the Gambia estimates that economic leakages occur 

at the level of 77% including internal and external leakages (Dieke, 1993). A study 

published in 1978 by the Economic and Social Commission for Asia and the Pacific 

estimated that the occurrence of leakage ranged from 75 to 78% caused by foreign 

airlines and star hotels owned by foreign companies, a similar study found that 

leakage occurred in the range of 55 to 60% is due to foreign airlines but hotels in 

destinations are owned by local people (Madeley, 1996). The two comparisons of 

data indicate that if company ownership in the tourism industry is dominated by 

local owners, then economic leakages can be reduced. 

Some countries have strategies to reduce expenditure leakage in the 

tourism sector by empowering other sectors related to tourism on a local economic 

scale. Many factors cause high leakages, which can be explained as follows: (1) 

Small archipelagic countries tend to be economic and have a high dependence on 

imports because they do not have the production capacity to produce goods and 

services needed by the tourism sector. Meanwhile, larger archipelagic countries do 

not face production capacity problems because relations have been built between 

the tourism sector and tourism supporters on a domestic economic scale 

(Karagiannis & Apostolou, 2004). (2) Infrastructure limitations in developing 

countries can lead to high leakages, in contrast to countries that have built tourism 
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infrastructure, can increase the possibility of domestic industrial production, and 

can build stronger relationships between domestic industries so that it is expected 

to create an efficient distribution of goods and services. domestic services, and can 

prevent foreign companies from entering the country (Karagiannis & Apostolou, 

2004). (3) The increasing number of tourist visits to the Caribbean in the last ten 

years has led to an increase in the demand for goods and services in the tourism 

sector. And finally, domestic resources are not able to meet the needs of the 

tourism sector, and tourism supporting sectors such as agriculture in the Caribbean 

are inefficient and even have high costs or are inefficient and imports are 

considered to be a better alternative (Karagiannis & Apostolou, 2004). 

The case of Bali tourism development shows that the highest tourism 

leakage in the Bali accommodation sector is 4 and 5-star chain hotels (51.0%), 

followed by 4 and 5-star chain hotels (22.7%), 1,2- and 3-star hotels (12.0%), 

non-star hotels (8.8%) and with an average leakage of 18.8%. Based on the macro 

analysis, the tourism losses in the Bali accommodation sector are as follows: (i) 

unrated hotel losses of 2.0%; (ii) Leakage from 1, 2, and 3-star hotels are 15.7%; 

(iii) 4 and 5-star hotel chain leakage by 7.1%; (iv) 4 and 5-star hotel chain leakage 

by 55.3%; and (v) the average leakage across all accommodation types is 19.5%. 

The government and tourism industry play an important role in minimizing tourism, 

increasing employment opportunities, and improving income distribution. Foreign 

tourists attach great importance to local products and are willing to spend their 

money in Bali. Hotel managers are willing to use local products as long as they 

meet quality standards. Strategies to minimize tourism can be implemented by 

optimizing the potential of local products; Development of agriculture, livestock, 

fisheries, and handicraft industries; community empowerment; reducing the use of 

imported products for tourists; calls on the government to develop and implement 

supportive measures to minimize tourism leakage (Suryawardani et al., 2014). 

The case of tourism development in Thailand Critics of tourism as a tool to 

develop poor rural areas often uses dependency theory to examine why a tourist 

destination remains underdeveloped. The application of dependency theory is 

largely limited to an international level; There is a paucity of studies conducted at 

smaller spatial scales. This study examines lost tourism revenue in four villages in 

northern Thailand to illustrate the dependency relationship between the city and 

its rural hinterland. The study results are based on a survey of 43 small companies 

and 40 interviews. The results show a significant proportion of village income losses 

ranging from 15 to 61% depending on several factors and strategies implemented 

by each village (Lacher & Nepal, 2010). 

The case of tourism development in Vietnam's hospitality industry is 

growing rapidly with increasing international arrivals and domestic tourists. At the 

same time, rising resource costs and waste pollution can impact revenue, 

environmental performance, and the public image of the hotel sector. The 

management of the hospitality industry's resources (energy and water) will 

contribute to the long-term sustainability of the tourism sector. This paper reports 
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the results of a study conducted to assess resource use and management in the 

hospitality industry in Vietnam. This was determined by surveying 50 hotels on 

energy and water consumption and waste generation. The energy and water 

consumption as well as the waste generation in different hotel categories are 

estimated and compared with those in other countries. Current practices in hotels 

to address this issue are highlighted and benchmarks for the efficient use of 

resources in Vietnamese hotels are presented (Kumar, 2005). 

3.5 Policy and Strategy to Minimize Economic Leakage 

The strategy to minimize economic leakage in the tourism sector should be 

the government's strategy by paying attention to all industrial clusters related to 

the structure of the regional economy. The cluster strategy is carried out by giving 

flexible roles to the government both nationally and provincially to play its role in 

tourism development (Budi, 2015). Government flexibility can create creativity and 

sustainability in tourism development and marketing, at the same time the 

government must also be able to create options for interventions that are 

acceptable to all tourism stakeholders to be creative and create conducive business 

rules for the tourism sector. Government intervention is required at all levels of the 

cluster structure which is divided into three levels (Reinaud, 2009). The three levels 

are (1) the level of exports, government intervention at this level is based on the 

fact that the growth and development of the tourism industry have the same inputs 

as the need for labor, technology, funding, and infrastructure in a structure that 

must be arranged in such a way as to minimize leakage. (2) Regional Supplier level, 

government intervention is also needed to facilitate foreign providers, where 

foreign providers are required to provide components that domestic providers 

cannot provide, the need for goods and services is what attracts the entry of 

suppliers to the region with the smallest possible level of leaks. (3) Economic Input 

Level, government intervention at this level is necessary for all parties to provide 

a business foundation. Private and government organizations or other agencies 

need a foundation to run their business so that they need support for education 

and training, innovation, funding, infrastructure and information, a business 

climate such as taxes, regulations, and administration, and quality of life assurance 

(Budi, 2015); (Utama & Mahadewi, 2014). 

Furthermore, it can be explained that foreign investment (finance) in the 

tourism sector and cooperation between domestic and foreign companies must be 

carried out in regional relations and carried out selectively for mandatory 

development such as (1) comprehensive modernization of the system. transparent 

especially concerning design and engineering, equipment, and supplies (2) Avoid 

the possibility of corruption in contract manufacturing, and (3) carry out limiting 

regulations and rationalizations. (4) carry out legal protection, especially for foreign 

tourism company partners in marketing and distribution, and logistics. The four 

points above can be carried out in the GATS cooperation framework and can be 

applied to the four cluster segments in the image above. The government can also 
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minimize the occurrence of external leakages by creating a model of cooperation 

contracts for tourism companies with foreign investors and suppliers with 

international agreements or agreements in favor of the regional or domestic 

tourism sector (Budi, 2015); (Utama & Mahadewi, 2014). 

The government must also be able to provide a system that encourages the 

empowerment of local workers (human resources system), thus encouraging 

innovation in the tourism industry (innovations system), the government must also 

be able to ensure the sustainability of destination marketing (capital markets 

system), the development of good physical infrastructure can create an efficient 

distribution of domestic goods and services, the government is also expected to 

ensure a conducive business climate by ensuring political stability and guaranteed 

security, and ultimately tourism development should be able to create a better 

quality of life for all tourism stakeholders (host-tourists). -investor-government 

(Budi, 2015); (Utama & Mahadewi, 2014). 

4. The Conclusions and Suggestions 

4.1 Conclusions 

The positive influence of tourism development on the Province of Bali 

Indonesia is quite significant in the form of income from foreign exchange, foreign 

exchange due to tourist consumption, employment, tourism infrastructure 

development, and generating economic empowerment of local communities 

(Sutawa, 2012). In addition to these positive effects, tourism in Bali (Indonesia) 

also has negative effects such as economic leakages, enclaves, inflation, high 

financing of infrastructure and facilities, sectoral dependence, and seasonal 

problems. Many negative problems may be caused by the tourism sector.  

Economic leakage may be the most difficult problem to be solved because the 

tourism sector is in a climate of liberalization that allows foreigners to do business 

in the domestic market which can lead to economic leakage. Economic leaks can 

be external, internal, and invisible. The three types of leaks are caused by different 

factors. Leakage is inevitable under current free market or trade liberalization 

conditions, but economic leakage can be minimized in several ways and with 

different strategies. The best strategy is a cluster structure strategy to be 

implemented by the government through international agreements, whether at the 

export level, supplier level, or at economic input level, which can be designed to 

reduce or minimize economic leakage. 

From three cases of tourism development in Indonesia, Thailand, and 

Vietnam, it can be concluded that the development of the hotel sector is the biggest 

cause of economic leakage. The main reason is that the development of the hotel 

sector is more developed through an international network pattern that demands 

the same standards according to the quality that has been set. The standardization 

ultimately requires a single producer from a developed country, because local 

destinations are not able to provide the products needed in the development of this 

hotel sector. 
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4.2 Suggestions 

Although Economic Leakage in Tourism Development is unavoidable, the 

government can reduce it with various policies and strategies. Domestic policies 

and local government policies can be enforced so that the tourism industry uses 

local resources produced by local communities such as agricultural products, 

fisheries, and small and medium enterprises supporting tourism. While the 

strategies that can be carried out can be in the form of providing incentives and 

rewards for entrepreneurs who run their businesses using local products, local 

natural resources, and also dominant local resources. 

4.3 Contribution 

The novelty of this study confirms that economic leakage in the development 

of the tourism sector comes from the hotel sector as the biggest cause compared to 

others. The main reason is that the development of the hotel sector is more developed 

through an international network pattern that demands the same standards according 

to the quality that has been set. The standardization ultimately requires a single 

producer from a developed country, because local destinations are not able to provide 

the products needed in the development of the hotel sector. 
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