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Chapter 3 
Tourism in Yogyakarta and a Decade of Crises 

 
 

Introduction 
 
This chapter will provide a context of the problem of the tourism crisis as 
experienced by the tourism industry in Yogyakarta. The tourism industry 
was one of the most important sectors in the local economic development 
in Yogyakarta along with the central government development policy since 
the inception of the New Order Government. The continuous promotion 
and improvement of the infrastructure and transport facilities contributed 
to the increasing popularity of the province as one of the main tourist 
destinations after Bali. Nevertheless, the decade of multi dimensional crises 
from 1997 to 2006 seriously hindered tourism development in Yogyakarta 
and had serious consequences for those who depended on tourism for their 
livelihood.  
 
During the New Order Government, international tourism development 
was recognized as a very important sector. When the New Order regime 
took over to rule the country in 1966 they started to put emphasis on the 
nation’s economic recovery apart from ensuring political stability. Tourism 
gained high priority in their development programs (Dahles, 2001; Picard, 
2006). The Indonesian government put massive efforts into long-term and 
short-term planning in order to reach its economic and political objectives 
of tourism development. The long-term development plans covered a 
period of twenty-five years and were issued in 1969 with the purpose to 
boost the national economy and to strengthen political stability. Its long-
term development policy was translated into five stages under Five-year 
Development Planning Programs or REPELITA (Dahles, 2001:28). In the 
first Five-year Development Planning Program, the New Order 
Government decided on the important role of international tourism for 
Indonesia’s economic development while laying the foundations of a 
national tourism policy (Picard, 2006:61). Later, tourism’s position in the 
Indonesian strategic Five-year Development Planning Program became 
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increasingly important (Dahles, 2001:28). In order to attract visitors, the 
New Order Government decided on Bali as the main tourist destination and 
Jakarta, Yogyakarta, Solo, and North Sumatra as the next tourist attractions.  
 
The dependency on the tourism economy increased after the early 1980s 
when Indonesia faced declining oil revenues. To deal with this problem, 
Indonesia concentrated its economic policy on facilitating the non-oil 
sector. To stimulate this development, the government enacted 
deregulatory measures for private sector activities especially in the export 
market (Booth, cited in Dahles, 2001:26). Through exports, the New Order 
Government expected to earn foreign revenues, which it could use to 
support its modernization project. Tourism, as one of the export sectors, 
was taken up as a vehicle to promote significant economic growth. The 
increasing reliance on the tourism sector was also demonstrated by the 
government’s efforts to attract more foreign investment in the tourism 
industry by allowing 100 per cent foreign ownership, introducing tax 
holidays, and welcoming foreign professional workers in the tourism sector 
(Kompas, 30/01/1999).  
 
Putting high priority on tourism in the national development policy 
resulted in a rapid growth in tourists’ arrivals and in earnings from tourism 
until the crises struck the entire country starting in 1997. In 1998, foreign 
revenue declined by 60 per cent from the previous year. At the same 
period, tourist arrivals also had declined to around 30 per cent (Dahles, 
2001: 3) 
 
As a nation, Indonesia entered a new era both politically and economically 
in 1997. Due to the monetary crisis, the national economy shrank by 14 per 
cent in 1998 (White, 2005:13). The prolonged crises, which were initiated 
by the monetary crisis in 1997, developed rapidly into multidimensional 
crisis, ranging from natural calamities, economic failures, and political 
instability to ethnic and religious conflicts and violations of human rights 
by the military and civil militias (Schulte Nordholt, 2006:1). Different 
incidents either happened in sequence or at the same time but did not 
always reflect causality (Rizky & Majidi, 2008:17). Because of the severe 
multidimensional crisis, Indonesian economic recovery was unlikely to 
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happen in the short term. Although the Indonesian government and the 
Central Bank claimed that the macro economic indicators had improved, 
the recovery still proved inadequate to stimulate formal sector growth 
(Basri, 2004; Rizky & Majidi, 2008).  
 
In Yogyakarta, the overall economic shrinkage amounted to 11 per cent. 
However, the crises caused an uneven impact across sectors as I will show 
in table 3.1. The construction sector was hit the hardest. Meanwhile the 
impact of the crises on both agriculture and manufacturing was less 
devastating. By 1999, all sectors except agriculture had returned to modest 
positive growth. However, it is also important to note here that the modest 
rate of the increase of the economic sector did not really show much 
variation at the sub-sector levels despite the fact that some industries at 
these levels experienced more dramatic impacts of the monetary crisis. For 
example, air transport suffered much worse compared to the average 
shrinkage of the transportation sector as a whole. Meanwhile, rail transport 
showed some growth as many former air passengers shifted to rail (White, 
2005:13-4).  
 
Table 3.1 The Impact of the Monetary Crisis on Different Sectors in Yogyakarta 
 

Sector  Growth (%) 
Construction  -33 
Agriculture -6 
Manufacture  -6 
Transportation: 
 -airline  
 -rail  

-9 
-37 
2 

Source: Adapted from White, 2005:13-4 
 
Furthermore, when other sectors slowly recovered, the tourism sector 
remained badly affected by the crises. The problem with the tourism sector 
in Yogyakarta was related more to political and security conditions than 
with the monetary crisis itself. Between 1997 and 2006, the country 
experienced various types of crises, which negatively affected the tourism 
industry. All kinds of tourism related industries had to struggle to survive. 
Large hotels generally managed to continue with their businesses even 
though with low occupancy rates while smaller hotels were forced to 
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function differently, and change, for instance, into student lodgings 
(White, 2005:14).  
 
Hence, to show the various impacts the crises had on the different sectors, 
in the following sections I present a historical overview of tourism 
development in Yogyakarta. First, I will present a description of 
Yogyakarta as a city. Second, I will proceed with the development of 
Yogyakarta as a tourist destination under the New Order Government. 
Third, I will discuss the kinds of crises Indonesia experienced and their 
impacts on Yogyakarta’s tourism. Fourth, I will present a description of the 
regional government’s responses to the latest developments in tourism in 
Yogyakarta. Finally, I will review the consequences of the crises on tourism 
development and the tourism sector in Yogyakarta.  
 
 

Yogyakarta – The Special Region 
 
The Special Region of Yogyakarta is the second smallest province in 
Indonesia after the Jakarta Special Capital Region. Yogyakarta is divided 
into four kabupaten (districts) – Kulon Progo in the west, Sleman in the 
north, Bantul south of the center and Gunung Kidul in the south and east 
while Yogyakarta – the capital city of the special province is a separate 
administrative unit or Kotamadya located in the south-central part of Java1, 
on three sides surrounded by the province of Central Java. The capital city 
of Yogyakarta obtained the title of Kotamadya (middle-sized municipality 
or city) in 1965 (Sullivan, 1992:38-39) and has had this position ever since. 
To the north Yogyakarta is bordered by the still-active volcano and sacred 
mountain, Mt. Merapi, and to the south by the Indian Ocean (Nuryanti, 
1999:1).  
 
Yogyakarta is one of the most densely populated areas in Indonesia. In 
2006, the total population of Yogyakarta was 3,518,492 people resided at an 
area of about 3,200 km2. The population density of Yogyakarta Special 
Region is 1,099 people/km2 and 519,633 people live in the capital city2. 

                                                 
1 Source: http://www.bapeda.jogjaprov.go.id accessed 21/03/09 
2 Ibid  
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Every year, the population of Yogyakarta increases especially because of in-
migration of young people who have finished their higher education and 
look for jobs in Yogyakarta (Renstrada 2004-2008:16).  
 
With a dense population and the continuous growth of in-migration of 
young educated people, Yogyakarta has serious employment problems as it 
has a low level of business development and employment expansion. 
According to the statistics of 2008, the number of unemployed in 
Yogyakarta reached 174,223 of which approximately 14 per cent are higher 
education graduates (Sahdan, 2009). Looking at these figures, it seems that 
due to the crises, the regional economic growth rate remained unable to 
provide a sufficient number of jobs and income opportunities as required 
by the growing productive aged population.  
 
Apart from the economic problems discussed earlier, Yogyakarta was a city 
with a number of special attributes. It was known as a heroic city, a city of 
education, and the major centre of Javanese culture and tradition. 
Historically, since the beginning of its inception, Yogyakarta has played an 
important role in Indonesia’s struggle against the Dutch (Dahles, 2001:58). 
During the revolutionary period between 1946 and the 1949, Yogyakarta 
under Sultan Hamengku Buwono IX sided with the struggle of the 
republican forces (Dahles, 2001:61-2). Because of the role of the Sultan in 
the revolution, the area of Yogyakarta was awarded with the status of 
Special Region and the hereditary position of governor was given to the 
Sultan (Selosoemardjan, 1981). 
 
Yogyakarta also has the status of ‘city of education’ because it has been the 
home of a plethora of educational institutions since the 19th century. 
Europeans built schools in the early 19th century, which in due course were 
accessible for children from the noble families. The Protestant and Roman 
Catholic churches established primary schools, seminaries, and universities 
also for the ordinary people. Shortly afterwards, local organizations such as 
the Muhammadiyah, set up in 1912 and Taman Siswa which emerged in 
1922 also built more schools (Dahles, 2001; Surjomihardjo, 2008). At 
present, more than sixty nine universities and other institutions of tertiary 
education are recorded and the student population is very large while more 
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than 20 per cent of the population aged ten years and above are either 
students or attend school (White, 2005:13).  
 
Moreover, Yogyakarta is famous for its Javanese court culture. Although 
the Surakarta court also claims to be the guardian of true ‘Javanese’ 
traditions, Yogyakarta is known as the major centre of Javanese culture and 
traditions (Dahles, 2001:59). Culture is embodied in the daily life of the 
communities in Yogyakarta. The residents of Yogyakarta, who are mostly 
Javanese are known for their strong sense of hierarchy (Lont, 2002:29). The 
Javanese acknowledge three social classes in the society. The first is the 
wong cilik (low rank community) which encompasses the masses of 
agricultural workers and low-income urban dwellers. The second is the 
class of the priyayi or the abdi dalem or ‘palace retainer’, and includes 
officials and intellectuals. The third is the noble class or the so-called ndara, 
a very small stratum but one that enjoys great prestige (Selosoemardjan, 
1981; Magnis-Suseno, 1997). Accordingly, the Javanese language also has 
different levels, which are purposefully used in communication to express 
differences in rank, status, and social distance (Lont, 2002:29).  
 
The majority of the population in Yogyakarta lives in the many kampongs 
that make up the majority of the residential areas in the city (Dahles, 
2001:62). The word kampong is derived from the Malay language which 
means ‘village’ but in Java, people use it to refer to urban entities, or parts 
of towns and cities. Previously, it meant ‘compound’ and was associated 
with the walled yards, gardens and residences of well-to-do families (Reid,  
cited in Sullivan, 1992:20) and thus in Yogyakarta, it was long used to refer 
to the residential compounds of princes, lesser royalty, nobles, and other 
dignitaries. In fact, the Sultan’s palace itself was once identified as a 
complex of kampongs (Sullivan, 1992:20). As time passed by, the kampong 
was associated more with urban wong cilik because the new neighborhoods 
that later developed in the city were simply settlements for urban poor and 
this kind of settlements vastly outnumbered the old style kampongs 
(Sullivan, 1992: 25). Until the first decade of the 20th century, some 
kampongs still retained their old character and composition where high 
nobles and other dignitaries still lived in the same compounds belonging to 
their families (Sullivan, 1992:30).  
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Development of Yogyakarta as a Tourist Destination 
 during the New Order Government 

 
To boost the tourism industry in Yogyakarta the government improved 
various tourist facilities and services during the first Five-year 
Development Plan. The government improved the communication and 
transportation systems, encouraged the development of hotels and 
shopping facilities, renovated historic remains, monuments of the 
‘revolutionary period’ and cultural artifacts and forms (Tsuchiya cited in 
Dahles, 2001:53). In addition to the improvement of tourist facilities, both 
government agencies and the tourism industry promoted a number of 
tourist attractions such as the complexes of Borobudur and Prambanan, the 
Palace of the Sultan, performances of gamelan music, batik and other 
handicrafts deemed ‘typical’ Yogyanese. To support its marketing program, 
Yogyakarta re-created itself as the ‘cultural heart’ of central Java (Dahles, 
2001:53).  
 
New Order Government’s efforts to promote international tourism 
development proved successful with the steadily increase of international 
tourist arrivals. Until 1996, the tourism sector in Indonesia and in 
particular in Yogyakarta still showed promising growth. Overall between 
1986 to 1996, the number of international tourists stayed at hotels in 
Yogyakarta increased almost four times – from 93,512 in 1986 to 351,542 in 
1996 (Hampton, 2003:90). This trend could be traced back since mid 1970s. 
As noted by Hill & Mubyarto (cited in Hampton, 2003:91), due to huge 
improvements in transport networks, especially air services, and also faster 
train and long-distance bus services, in 1975 over 35 per cent of all 
international tourists in Indonesia visited Yogyakarta.  
 
With this promising development, tourism was considered the panacea to 
solve the general problems of the economic development in Yogyakarta. As 
stated by Dahles (2001: ix), Yogyakarta’s economy showed an almost total 
dependency on tourism as its source of income, entrepreneurship, and 
employment. The latest data from the statistics of Yogyakarta showed that 
tourism had surpassed agriculture in terms of its contribution to the Gross 
Regional Domestic Products or PDRB (Produk Domestik Regional Brutto) 



The Tourism Industry Under Crisis 
 

 
78 

of the Yogyakarta Region (Biro Pusat Statistik, 2009). In 2008, the 
contribution of agriculture to Regional Gross Domestic Products was 15.71 
per cent, whereas the contribution of tourism and the related businesses 
was 40.37 per cent (Yogyakarta Dalam Angka, 2009). Until the early 1990s, 
agriculture was Yogyakarta’s main economic source of regional income 
(Dahles, 2001:64). However, after more than a decade, there was a higher 
pressure on agrarian land along with the rise in population so that the 
contribution of the agricultural sector decreased.  
 
Responding to the tourism development in the area, tourism businesses 
flourished. There are two different kinds of tourist facilities in Yogyakarta. 
The first caters to ‘quality’ or large-scale tourism, accommodating ‘rich’ 
tourists, which are located in the main roads of the city. The second are 
small-scale, family-run businesses of self-employed people, that offer 
inexpensive services and cater to the unorganized and ‘uncontrolled’ 
tourism sector located in the kampong. They are segregated politically, as 
they fall under the coordination of different ministries and departments, 
socially as people from different class backgrounds regulate the areas, and 
economically as their businesses are characterized by different 
entrepreneurial cultures. They have totally different styles in running their 
businesses, in terms of their market niche, and in terms of their financial, 
operational, and human resource management (Dahles, 2001:21). 
 
Massive modern tourist facilities development may easily be found in the 
city. The number of star-rated hotels significantly increased in response to 
the government’s aim to cater for ‘quality tourism’. In the city centre where 
Malioboro Street, the central shopping area is located, modern shops, 
restaurants, boutiques, and supermarkets offered western amenities to the 
tourists. In addition to that, to the east of the city centre, people may easily 
find remarkably modern bank buildings, more fast food restaurants, big 
department stores, supermarkets, and an air-conditioned shopping mall 
(Dahles, 2001:55).  
 
Besides the flourishing modern and luxurious tourist facilities, ‘kampong’ 
tourism also managed to grow although they lacked support from the 
government since it favored ‘quality’ tourism. Obviously, the Indonesian 



Tourism in Yogyakarta and a Decade of Crisis 

 
79 

tourism development policy was directed to facilitate the growth of mass 
tourism and the construction of large-scale, capital-intensive projects with 
funds from overseas donors and set up with international capital. However, 
tourism planners overlooked, if not discouraged, the development of small-
scale tourism (Dahles, 2001; Hampton, 2003). Nevertheless, with only 
minimum or almost no support from the government in Yogyakarta, the 
growth of budget accommodation, fast-food restaurants, shops with blaring 
pop music and flashing neon-lights was remarkable (Dahles, 2001:55).   
 
In fact, kampong tourism was the strength of Yogyakarta tourism. Towards 
the mid 1990s, tourists’ lengths of stay, particularly in the star-rated hotel 
sector, declined. In contrast, the occupancy rate in the non-rated sector 
showed a gradual growth. Before the crises, the average length of stay in 
Yogyakarta of the backpackers – the main market of the non-star rated 
hotels – was 3.8 nights or more than twice as long as the average length of 
stay of the international tourists which was only 1.6 nights. This fact was in 
accordance with the general trend that backpackers tend to make long 
holiday trips. The average of the backpackers’ total trip length was more 
than two weeks with 64 per cent of them spending ten-week trips 
(Hampton, 2003:90). Following the market trend, small-scale tourism 
development was more promising for it met the needs of the growing 
market and consequently gave a significant contribution to regional 
economic development (Dahles, 2001:81). 
 
 

A Decade of Crises 
 
For about a decade between 1997 and 2006, Indonesia experienced a series 
of different crises that severely affected tourism development in the 
country although the incidents happened sporadically in different places in 
Indonesia. Tourism is the largest industry in the world and yet one of the 
most vulnerable sectors (Richter, 1999:41). As argued by Sonmez et al. 
(1999) tourism is a fragile industry, based on leisure activities and is very 
susceptible to economic conditions, safety concerns, and political instability 
(Sonmez et al., 1999). International tourism flows are subject to disruption 
by a range of events that may occur in the destination itself, in competing 
destinations, origin markets, or they may be remote from either. The 



The Tourism Industry Under Crisis 
 

 
80 

consequences of the crises may be either mild or relatively short-term or 
have catastrophic impacts on existing industry systems. Major disruptions, 
also referred to as shocks, are felt both in places of origin and in destination 
areas, affect both the public and the private sectors, and disrupt the travel 
plans of intending travelers (Prideaux et al., 2003). In this case, the role of 
the media is very important in influencing the travel motivation of 
potential tourists. All the incidents that took place in Indonesia and in 
other areas received widespread international publicity and hence, resulted 
in sharply reduced activity in the tourism sector (Prideaux, et al., 2003). A 
series of incidents forced many tourist-sending countries such as Australia 
and the USA to issue travel warnings to their people not to make 
unnecessary trips to Indonesia (Jones, 2004; Sorensen, 2008). 
Unfortunately, the policy makers and tourism entrepreneurs in Indonesia 
do not have control over the travel intentions of future tourists when 
facing instability in their country (Richter, 1999:41).  
 
Table 3.2 shows the statistics of the international tourists to Indonesia 
between 1995 and 2008. From 1997 to 2006, the growth of foreign tourist 
arrivals to Indonesia fluctuated and sometimes recorded a negative trend. It 
is important to note that at times when the national condition was not 
conducive, they showed a negative growth such as in 1998 when social 
unrest battered Jakarta and other big cities, especially in Java. From 2002 to 
2003 and from 2005 to 2006, the fear of terrorist attacks was responsible for 
this decline. A systematic and detailed discussion of the series of crises 
Indonesia experienced will follow in this section. Overall, the growth of 
international tourist arrivals to Indonesia showed a positive, though not 
impressive, trend.  
 



Tourism in Yogyakarta and a Decade of Crisis 

 
81 

Table 3.2 Statistics on International Tourists in Indonesia 
Year International tourists Growth (%) 
1995 4,324,229  
1996 5,034,472 16.42 
1997 5,185,243 2.99 
1998 4,606,416 -11.16 
1999 4,727,520 2.63 
2000 5,064,217 7.12 
2001 5,153,620 1.77 
2002 5,033,400 -2.33 
2003 4,467,021 -11.25 
2004 5,321,165 19.12 
2005 5,002,101 -6.00 
2006 4,871,351 -2.61 
2007 5,505,759 13.02 
2008 6,429,027 16.77 
Average 1995-2008  3.10 

Source: Statistical Report on Visitor Arrivals to Indonesia, BPS 1999-2008  
 

Without exception, the tourism conditions in Yogyakarta were also 
affected by the prolonged crisis. Furthermore as shown in table 3.3, the 
overall trend in international tourist arrivals to Yogyakarta between 1995 
and 2008 was even worse than the national figures. This shows that recent 
international tourist arrivals in Yogyakarta were still below the number of 
arrivals in 1995. This picture also indicates that the tourists were moving 
away from Yogyakarta probably because they selected other places to go. 
The sharpest decline in foreign tourist arrivals took place between 1997 and 
1998. The decline was in contrast with the achievement before 1997 in 
which foreign tourist arrivals represented 30 per cent of all arrivals with 
the highest number in 19963. The decline may have been associated with 
the state of security and safety in the country. During the political turmoil, 
Yogyakarta was considered unsafe for tourists because it is located adjacent 
to Solo, where big riots took place. Afterwards, until 2008, the number of 
foreign tourist visits to Yogyakarta was far below the number before the 
crises. On the other hand, since 1999, the figures on domestic tourists were 
quite promising. Only in 2006, it showed a decline due to the Yogyakarta 
earthquake, which happened during the holiday season. 

                                                 
3 Source: http://www.pata.org accessed 14/09/08 
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Table 3.3 Statistics of Tourist Arrivals in Yogyakarta from 1995-2008 

Year Foreign 
tourists 

Growth 
(%) 

Domestic 
tourists 

Growth 
(%) 

TOTAL 
tourists 

Growth 
(%) 

1995 344,265  837,265  1,181,530  
1996 351,542 2.11 901,575 7.68 1,253,117 6.06 
1997 277,847 -20.96 638,552 -29.17 916,399 27 
1998 78,811 -71.63 309,135 -51.59 387,946 -57.66 
1999 73,361 -6.93 440,986 42.65 514,347 32.58 
2000 78,414 6.89 540,996 22.68 619,410 20.47 
2001 92,945 18.53 739,274 36.65 832,219 34.36 
2002 90,777 -2.33 888,360 20.17 979,137 17.65 
2003 95,626 5.34 1,234,690 26.09 1,390,611 28.22 
2004 103,401 8.13 1,688,599 21 1,792,000 45.14 
2005 103,488 0.084 1,747,195 3.47 1,850,683 3.27 
2006 78,145 -24.49 836,682 -13.52 914,827 -14.58 
2007 103,224 32.09 1,146,197 36.99 1,249,421 36.57 
2008 128,660 24.64 1,146,197 0.86 1,284,757 2.83 
Average of 
International 
Tourist arrivals 
1995-2008  -9.55 

    

Source: Dinas Kebudayaan dan Pariwisata Propinsi DIY 2003; Baparda DIY 2005; Dinas 
Pariwisata Propinsi DIY 2009 4  
 
 
As discussed above, statistical records presented earlier showed an 
unsatisfactory trend in the performance of tourism in Indonesia and 
Yogyakarta in particular. In fact, the different types of crises had negative 
effects to the motivation of tourists to visit Indonesia. The crises can be 
categorized into environmental, monetary and social and political, ethnic 
and religious conflicts, separatist movements, terrorist attacks, and health 
problems. With all these problems combined, it was difficult for Indonesia 
to attract tourists in the present global competitive market. In the 
following, I will discuss the different crises, which led to the severe decline 
in international tourist flows to Indonesia. Table 3.4 serves as a summary.  
 

                                                 
4 Different names but refers to the same institution i.e. the  Provincial Tourism Office of 
Yogyakarta 



Tourism in Yogyakarta and a Decade of Crisis 

 
83 

Table 3.4 Different Crises in Indonesia 1997-2006  
 

Types of Crisis Year & 
Duration Cause  Problems  

Environmental 
Crisis:  

   

Smoke Haze 1997-1998  1. Illegal burning  
2. El-Niño  

1. Health  
2. Transportation Safety  

Massive tsunami 
struck Aceh and 
other Indian Ocean 
countries   

26 December 
2004  

9.15 Richter Scale 
earthquake in Aceh 
Province in Sumatera 
followed by the 
tsunami 

1. The flow of International tourists 
to Indonesia was hindered.  
2. Many people were killed, lost or 
injured, and lost their properties 

Mount Merapi in 
Yogyakarta erupted  

15 May 2006  Kaliurang – a tourist resort close to 
the Merapi was temporarily closed.  

Yogyakarta 
Earthquake  

27 May 2006   1.Tourism industry in Yogyakarta 
was badly affected  
2. Many people were killed or 
injured, and lost their properties 

Asian Economic 
Crisis:  

 Floating rate of Thai 
Baht 

 

Monetary Crisis  1997-1998   Exchange value of the rupiah fell 
drastically against the US dollar 

Socio-political 
Crisis:  

   

Widespread 
demonstration & 
Violence  

May 1998   1. Monetary Crisis  
2. Society’s 
dissatisfaction against 
the government 

1. Killing of a number of students  
2. Violence against the Chinese  

Ethnic, Religious 
Conflicts & 
Separatist 
movements:  

 The recovery of ethnic 
and religious identity  

 

Religious Conflicts 
in Poso, Sulawesi  

1998 & 2001   Conflicts between Muslims & 
Christians  

Religious Conflicts 
in Ambon, Moluccas  

1999-2003   Conflicts between Muslims & 
Christians 

Ethnic conflict in 
Kalimantan 

1999 & 2001  Conflict between Native Dayak & 
Madurese migrants  

Intensified separatist 
movement Aceh   

1998-2002*5  Inspired by the 
Independence of East 
Timor in 1998  

Conflict between GAM (Aceh 
Independence Movement) & 
Indonesian Government 

Intensified separatist 
movement Papua  

1999-2002*6 Inspired by the 
Independence of East 
Timor in 1998 

Conflict between OPM (Papua 
Independence Movement) & 
Indonesian Government   

 
Table 3.4 to be continued … 

 
                                                 
5 The separatist movement was active since 1976 (Aspinal, 2007) but in 2002, there was 
a serious effort to find a solution for the conflict through the implementation of a 
special autonomy status for Aceh. The intention was strengthened by a decree from the 
People’s Consultative Council Number IV/2002 (Sulaiman & Van Klinken, 2007:331).   
6 Just as what happened in Aceh, the separatist movement has been going on since 1969 
(Erari, 2005) but the special autonomy for Papua was also launched through a decree 
from the People’s Consultative Council Number IV/2002 (Sulaiman & Van Klinken, 
2007:331).   
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Table 3.4 continued … 
 

Terrorist Attacks & 
Anti Western 
Sentiment: 

 Global development of 
radical Muslim 
movement  

 

Sporadic bomb 
attacks at public 
places  

2000-2005   

Attack on WTC – 
New York  

9/11/2001  Al-Qaeda fought 
against those 
considered opponents 
of Islam  

 

Anti Western 
(especially 
American) 

2001 Americans attacked 
Afghanistan & Iraq 

International tourists cancelled trips 
to Indonesia 

Bombs exploded in 
Bali  

12 October 
2002 

 Many people including international 
tourists were killed and badly injured.  

2nd bomb explosion 
in Bali 

1 October 
2005 

 Many people including international 
tourists were killed and badly injured. 

 
 
Environmental Crisis  
 
From 1997 until 2006, Indonesia suffered from a number of sometimes 
quite severe environmental disasters ranging from smoke haze to volcanic 
eruptions and earthquakes. From early 1997 to late 1998, Indonesia faced 
the problem of smoke haze in Sumatra and Kalimantan, which negatively 
affected the motivation of international tourists to visit Indonesia. 
Although the problem was identified in 1996, the consequences were 
particularly bad in 1997 and 1998 because of the long drought period. The 
smoke haze resulted from illegal forest burning by plantation owners and 
small-scale farmers in Sumatra and Kalimantan. They used the forest 
burning method for plantation clearing, especially to plant palm oil trees. 
The problem was exacerbated by the natural condition of the drought as 
the result of the El-Niño Southern Oscillation Index, which happens every 
four and a half years (Prideaux et al., 2003; Florano, 2004). Besides Sumatra 
and Kalimantan, the haze especially affected Malaysia, Singapore, and 
Brunei Darussalam, the three closest neighboring countries of Indonesia. 
The smoke haze caused serious health and transportation safety problems. 
Because of the haze, schools, offices, and factories were forced to close and 
tourists also stayed away from the worst affected places. By 26 September 
1997, the haze had also caused two fatal accidents as the result of poor 
visibility. One was a Garuda plane crash in North Sumatra and on the same 
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day, a supertanker collided with an Indian vessel.7 Although the smoke 
haze had no significant impact on the other islands in Indonesia, reports 
from the media had negative influence on the motivation of international 
tourists to make trips to Indonesia (Prideaux et al., 2003:47).  
 
The next environmental problems Indonesia faced were one volcanic 
eruption and a series of earthquakes taking place sporadically in different 
areas. Mount Merapi in Yogyakarta was active again in 2006 and erupted in 
mid May of that year. Consequently, the area close to Mount Merapi, such 
as the Kaliurang resort popular for domestic tourists, was closed for a 
couple of months after the eruption. People who lived in villages near the 
mountain were also evacuated. In addition to the eruption, Indonesia 
suffered from a series of earthquakes, starting with the earthquake followed 
by the devastating tsunami in Aceh on 26 December 20048. The tsunami 
was followed by three more major earthquakes in the next two years 
(Reuters-Alertnet, accessed 30/09/09)9. One earthquake of 6.3 Richter scale 
battered Yogyakarta on 27 May 2006. The areas of Bantul, south of 
Yogyakarta and Klaten, Central Java (about 30 kilometers to the North of 
Yogyakarta) were the worst affected10. The earthquake had profound 
consequences on the businesses of many tourism entrepreneurs in 
Yogyakarta. Many international and domestic tourists avoided the area. 
Tourists who had booked rooms cancelled their bookings. Besides that, 

                                                 
7 In the Garuda plane crash, two hundred and thirty-six passengers and crew were killed 
while in the tanker’s accident, twenty nine people found their deaths. Besides that, the 
health of more or less twenty to seventy million people was badly affected due to the 
smoke haze. The problem with the forest burning invited protests from the neighboring 
countries that were affected such as Malaysia, Singapore, and Brunei Darussalam 
(Florano, 2004:3).  
8 More than 170,000 Indonesians were killed or listed missing. In the affected Indian 
Ocean countries, 230,000 people were recorded death (Reuters-Alertnet, accessed 
30/09/09).  
9 The first earthquake following the tsunami in Aceh measuring 8.7 on the Richter scale 
hit Sumatra’s west coast in March 2005. Then in 2006, there were two earthquakes – 
one was in Yogyakarta as discussed in the text. Later within two months in July, a 
tsunami hit the Pangandaran Beach resort on West Java’s south coast (Reuters-Alertnet 
accessed 30/09/09).  
10 It was recorded, that due to the earthquake, 5,778 people died, more than 37,800 were 
injured and about 608,000 houses were damaged while 2,111,872 people lost their 
shelter (http://www.jrs.or.id accessed 19/10/09)  
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many businessmen also suffered from losing their assets like buildings and 
business equipments.  
 

Monetary and Socio-political Crises  
 
Apart from the smoke haze disaster, in 1997, Indonesia also faced another 
serious problem when the monetary crisis struck the country. The trigger 
of the economic crisis in East Asia was Thailand (Hill, 1999:14). On 14 and 
15 May 1997, the exchange rate of the Thai baht against the US dollar 
dropped drastically. On 2 July 1997, Thailand’s government announced to 
apply a floating exchange rate for the baht, which ruined the economy of 
the countries in the Southeast Asian region. The monetary crisis soon 
affected Indonesia, Malaysia, the Philippines, and South Korea. The 
currency depreciation was especially bad in Indonesia (Prasetyantoko, 
2008:24). Within approximately five months – from July until December 
1997, the value of the Indonesian Rupiah fell by around 50 per cent against 
the US dollar (Rosser, 2004:98). 
 
Despite the strong economic growth prior to the crisis, Indonesia was the 
worst affected of all four countries that experienced the monetary crisis 
(Hill, 1999:1). The Indonesian economic recovery was slow because of the 
weaknesses at the administrative and judicial system as it supported the 
continuation of old patterns of rule (Schulte Nordholt, 2006:1). 
Consequently, when the other countries that suffered from crisis - 
Malaysia, the Philippines and Thailand - had recovered, Indonesia was 
trapped into an even deeper crisis (Tambunan, 2006:42). 
 
The monetary crisis caused serious social problems for Indonesia. The 
economic failure of the country caused a considerable reduction in the 
living standards of many Indonesians (Hill, 1999:1). In addition, the 
absolute unemployment increased from six million before the crisis to 
twenty million. The poverty rate was predicted to increase up to eighty 
million so that due to the crisis, the number of poor people reached more or 
less 40 per cent of the total population (Prasetyantoko, 2008:22).   
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Both the urban and the rural population in Yogyakarta suffered from the 
impacts of the monetary crisis. Although lay-offs were relatively limited to 
various specific sub-sectors, tourism-related activities were one of the 
sectors affected besides other sectors such as banking, air transport, and 
specific industries such as plywood and canned mushrooms. In addition, 
household economic conditions were getting even more difficult due to the 
rapid inflation that lasted about a year between late 1997 and mid 1998. 
The inflation reached its peak in February 1998 with the overall consumer 
price inflation rate reaching 77.5 per cent and food price inflation 115 per 
cent in 1998 (White, 2005:14).  
 
The collapse of the country’s economy in 1997 escalated the people’s 
dissatisfaction with the government, which had been expressed since 1996 
through sporadic demonstrations. The corruption, collusion, and nepotism 
practiced by President Soeharto and his family were seen as the cause of 
the economic collapse. The problem reached its peak when in May 1998 
widespread demonstrations broke out all over Indonesia. Demonstrations 
led by students in various cities such as Medan, Lampung, Yogyakarta, and 
Jakarta demanded democracy. Despite the widespread protests, in March 
1998, President Soeharto was again elected by the general assembly for a 
seventh five-year term with B.J. Habibie as Vice President (Prideaux, et al., 
2003:475-487). By the end of April, the situation was uncontrollable 
resulting in daily conflicts between students and security forces in Medan, 
Yogyakarta, Solo, and elsewhere, and the climax came when four students 
from Trisakti University in Jakarta were shot dead by security forces 
(Purdey, 2006:106-108). At the same time the removal of subsidies 
(mandated by the IMF) on basic commodities such as rice and kerosene 
resulted in protests by the urban poor (Sorensen, 2008:57). Mass violence 
with widespread looting, burning, raping, and killings in Medan, Jakarta, 
Solo, and Semarang took place. Similar violence in other cities followed. 
Apart from previous incidents, the incident in Jakarta received special 
international media coverage by news agencies, including CNN and BBC, 
and also on the worldwide web. It was both spectacular and alarming 
(Purdey, 2006:108). The situation in the country became uncontrollable 
and forced Soeharto not to end his seventh term as the President but to step 
down. The incidents were proof that Soeharto no longer controlled his 
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senior military leaders (Purdey, 2006:106). The day marked the end of the 
New Order Government (Sidik, 2002:40). Table 3.5 summarizes the 
incidents, which led to the end of Soeharto’s Presidential period.  
 
Table 3.5 Chronology of Incidents Prior to the End of the New Order 
Government  
 

No.  Incidents  Date  
1.  Mass violence in Medan  4-8 May 1998 

2.  Trisakti students killed 12 May 1998 

3.  Mass violence in various cities  12-15 May 1998 

4.  Suharto stepped down from the Presidency 21 May 1998  

Adapted from: Purdey, 2006:106-108  
 

The combination of the problems within the country as the result of smoke 
haze, social and political problems associated with safety and security were 
the reasons for international tourists to avoid Indonesia as their holiday 
destination. The monetary crisis also negatively influenced the motivation 
of domestic tourists to make trips. As a result, the tourism businesses 
virtually collapsed within a period of more or less two years.  
 

Ethnic and Religious Conflicts, and Separatist Movements  
 
Insecurity and instability remained issues even after the installment of the 
new government in Indonesia. Sporadic ethnic and religious conflicts, as 
well as separatist movements took place in various parts of the country. 
Even though the conflicts were local, the problems intensified the image of 
Indonesia as an insecure and unstable place.  
 
The new era of political reformation also brought with it the revival of 
ethnic and religious identity. The manifestation of this ethnic and religious 
identity expressed itself both peacefully and violently. The reappearance of 
the dragon dance to publicly celebrate Chinese New Year is an example of a 
peaceful expression. However, often it took a darker form, as shown by 
many stories of religious and ethnic conflicts and also by separatist 
movements in various areas in Indonesia (Dhume, 2004:61). Religious 



Tourism in Yogyakarta and a Decade of Crisis 

 
89 

conflicts between Muslims and Christians were especially serious in Poso 
and Ambon. The conflict in Poso took place off and on between 1998 and 
2001 (Sangaji, 2007:342) while the conflict in Ambon took place between 
1999 and 2003 (Pareila, 2008:84-95).  
 
The rise of separatist movements and ethnic conflicts also challenged the 
stability of the country. In different regions such as Aceh and Papua, 
separatist movement activities became more intensive after the 
independence of East Timor in 1998 (Prideaux et al., 2003:6). In addition to 
that, ethnic conflict flared up between native Dayaks and Madurese 
migrants in 1999 and 2001 in Kalimantan. Because of the incident, 
hundreds of Madurese people died and thousands were forced to leave the 
area of conflicts (Prideaux et al., 2003:9).11  
 

Terrorist Attacks  
 
Entering the twenty-first century, the global political condition was 
marked by the rapid increase in the number of terrorists who declared that 
they fought against the opponents of Islam (Van der Eng, 2004:6). The 
9/11/2001 attack on the World Trade Center in New York was a sign that 
terrorist attacks had to be taken very seriously and were immensely 
threatening. The militant Islamic organization, Al Qaeda, was blamed for 
the incident. Due to the attack, the USA invaded Afghanistan and Iraq as 
part of their war program against terrorism (Sorensen, 2008:59).  
 
Along with the global development of radical Muslim movements, they 
also grew rapidly in Indonesia. Between 2000 and 2005, terrorists 
detonated bombs at various important and popular spots such as churches, 
embassies, business centers, hotels, malls, cafes, and a foreign school in a 
number of cities as they were believed to be symbols of western presence in 
Indonesia. The biggest shock to tourism in Indonesia was when bombs 

                                                 
11 Another source: http://abeproject.wordpress.com/2007/09/18/riwayat-kerusuhan-
rasial-di-Indonesia/accessed 20/1/08 
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exploded in Bali for the first time on 12 October 2002.12 Bali which was 
considered a safe place compared to other areas in Indonesia was 
apparently also not immune from terror attacks.13 Later it became clear that 
the perpetrators of the Bali attack belonged to indigenous militant Islamic 
groups under the umbrella of the so-called Jemaah Islamiyah (JI). They 
were in fact in practice and purpose supporters of Al Qaeda.14 Although 
present in Indonesia, until early September 2003 many Indonesians 
remained unsure about the actual existence of the organization in 
Indonesia (Jones, 2004:24). Before the government could handle the 
problem properly, another bomb attack took place on 1 October 2005 at 
popular tourist spots in Bali.15  
 
All the incidents caused the travel industry to suffer. Globally, after the US 
invasion of Afghanistan and Iraq, the number of world international tourist 
arrivals dropped by 0.6 per cent which was identified as the first decrease 
within the last two decades.16 Within Indonesia, Anti-Western and 
particularly anti-American sentiment was high as a result of the war in 
Afghanistan (Sinar Harapan 2/10/01) and Iraq (Jones, 2004:23). A number 
of radical Islamic organizations in Solo displayed their resentment of the 
Americans in the form of protests. As the situation was not conductive to 
air travel, many international tourists who had planned to visit Indonesia 
cancelled their trips. In Yogyakarta, approximately 3,500 international 
tourists cancelled their trip to the city (Sinar Harapan, 2/10/01). In addition 
to that, the Bali bombings negatively affected not only tourist flows to 
Indonesia but also to Southeast Asia and Oceania (Dwyer et al., 2006:47). 
Besides problems with the dwindling numbers of incoming tourists, the 
economic consequences were also widespread within the country as many 

                                                 
12 The first Bali bombing killed two hundred and two people and many of them were 
Australian tourists while three hundred people were injured (http://www.abc.net.au/ 
news accessed 20/1/08).  
13 Source: http://www.asiasource.org.news/at_mp_02.cfm?newsid. accessed 20/1/08 
14 Source: http://www.asiasource.org.news/at_mp_02.cfm?newsid. accessed 20/1/08 
15 The second Bali bombing killed at least 32 people including several foreigners and 
injured one hundred and one (http://www.abc.net.au/news accessed 20/1/08).  
16 Source: http://www.asiasource.org.news/at_mp_02.cfm?newsid accessed 20/1/08 
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industries from outside the island such as handicrafts and textiles depended 
on the tourist market in Bali.17 
  
 
Health Problems  
 
Between 2003 and 2007, Indonesia was also challenged by health problems 
when a number of dangerous diseases were found in Indonesia. In April 
2003, the Indonesian government declared SARS (Severe Acute Respiratory 
Syndrome) a national epidemic (Chew, 2003). Within just a few months, in 
August 2003, an epidemic of Avian Influenza was also identified and in July 
2005, the first human case was recorded in the country. Critiques were 
addressed to the Indonesian government, which was considered incapable 
of handling these problems appropriately.18 
 
SARS had a more widespread and influential impact on tourism industry 
than the Avian Flu epidemic had as this virus was not as dangerous as the 
SARS virus (Tempo, 2/2/04). SARS was considered the first epidemic to 
have had temporary severe impacts on tourism since the rapid tourism 
development in Southeast Asia since the 1970s (Hitchcock et al., 2008:10). 
The annual number of international tourists to Indonesia dropped by 15.6 
per cent in April 2003, due to the SARS epidemic (Australian Tourism 
Export Council cited in Hitchcock et al., 2008:10). Besides travelers being 
afraid of becoming infected, a number of foreign airlines from severely 
affected countries such as Singapore, Hong Kong, and China reduced the 
frequency of their flights to Indonesia (Tempo, 28/4/03).  
 
 

                                                 
17 Source: http://www.asiasource.org.news/at_mp_02.cfm?newsid accessed 20/1/08 
18 Source: 7 October 2005. “Indonesia’s Response to Avian Influenza” http://sitesources. 
worldbank.org/INTEAPAVIFLU/Resources/2706872-1152284511396/ 
AI_Indonesia_Report7[z].pdf accessed 20/01/08 
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Regional Government of Yogyakarta and the Problem  
of the Prolonged Crisis 

Following Soeharto’s fall, Yogyakarta experienced rapid political, social, 
and economic changes as developments at the national level also bore their 
impacts on the regional level. In this section, I will particularly discuss the 
impacts on tourism development in the region.  

At the beginning of the reformation in 1999, President Habibie introduced 
political, administrative, and fiscal decentralization. The introduction of 
decentralization in 199919 had negative consequences on both the local 
government administration and the business atmosphere. First, 
interregional competition and conflicts increased as a result (Schulte 
Nordholt & Van Klinken, 2007:24). The implementation of regional 
autonomy also caused problems in the administrative relationships between 
region, province, and state (Schulte Nordholt, 2003:8; Van der Eng, 2004:9). 
Furthermore, the fact that decentralization delegated power to the 
municipalities caused them to bypass the provincial government in taking 
any decision regarding their areas. As an example, during my field research 
in Yogyakarta in 2005, on one occasion, one staff member at the Provincial 
Tourism Board complained that the position of the department was 
weakening. The District Tourism Offices often initiated individual tourism 
promotion of its area abroad without first consulting the Provincial Office, 
which was supposed to do the coordination of the promotion for the whole 
province. Furthermore, she also expressed that when one tourist area 
belonged to two neighboring municipalities this situation might become a 
source of conflict and competition. Instead of working together to develop 
the area, they would only concentrate on that part that belonged to their 
municipality. Therefore, sometimes tourists may find that one part of an 
area was better maintained than the other part.  
 
However, despite the problem with discrepancies at the regional level, the 
Yogyakarta Provincial Tourism Department tried to play its role through its 

                                                 
19 In 1999, Habibie launched laws 22 and 25 concerning the administrative and fiscal 
aspects of regional autonomy respectively (Schulte Nordholt, 2003:8). 
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efforts in promoting tourism, which had been reduced due to the series of 
crises in the international community. Although it paid attention to 
domestic tourists in its promotion, international tourists remained its main 
target. To attract more international tourists, it launched a number of 
promotional programs such as joining various tourism exhibitions abroad. 
In cooperation with the Indonesian embassies, they also invited foreign 
travel writers. The program was launched in 2002.20 However, it may take 
several years before international tourists feel confident to visit Indonesia 
and Yogyakarta again since as Richter states (1999:41): ‘rebuilding tourism 
requires more than repairs and promotion.’  

The efforts to boost international tourist arrivals were hard, but in general, 
the city has benefited from the increasing number of domestic tourists after 
the national government introduced a longer national holiday. Basically, 
the policy was launched to help the tourism economy recovery after the 
Bali bomb attack in 2002. The program managed to increase the number of 
domestic tourist visits to Yogyakarta. Many hotels in Yogyakarta 
experienced an occupancy rate increase.21  

One negative impact of the decentralization was on the business 
atmosphere as many regional governments used the opportunity to 
introduce measures that amounted to regional trade barriers and did not 
take the opportunities to alter the local business environment in a positive 
way (Van der Eng, 2004:9). Financial management and accountability were 
weak while corruption had increased since the introduction of regional 
autonomy. Besides that, the administrators at the local level introduced 
more local taxes to increase regional income (Schulte Nordholt & Van 
Klinken, 2007:23). According to the head of the Travel Agency Association 
of Yogyakarta or ASITA DIY (Asosiasi Travel Agency Daerah Istimewa 
Yogyakarta) these extra charges posed a serious threat to the tourism 
business which was under crisis at the time22. Even though tourism 

                                                 
20 An interview with one of the staff at Yogyakarta Provincial Tourism Office, 19 
January 2005.  
21 Source: http://www.budpar.go.id accessed 10/1/08; http://mediaindonesia.com 
accessed 23/4/08 
22  http://www.javamediacenter.com 4/7/06 accessed 15/04/09 
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entrepreneurs in Yogyakarta generally objected to extra charges, the survey 
done by the Economic & Community Research Center of the Economics 
Faculty of the University of Indonesia, or LPEM-FEUI (Lembaga 
Penyelidikan Ekonomi & Masyarakat FEUI) in 2001,23 showed that the 
majority of the respondents were more worried about the uncertain 
amounts of ‘extra’ costs of dealing with the local bureaucracy rather than in 
the amounts involved as they might well be insignificant. However, the 
same survey showed that in general, the owners of medium and small 
companies expressed that the additional costs such as those for licensing 
processes and other extra fees and charges formed a significant part of the 
overall additional cost of production and became a burden to them 
(Brodjonegoro, 2004:131-2).  

Furthermore, the latest development of the social and economic conditions 
in Yogyakarta also endangered its continuation as the ‘Centre of Javanese 
Culture’, which it had always used as the marketing tool in the 
international tourism arena. For decades prior to the prolonged crisis, 
Yogyakarta managed to attract tourists with this slogan, but lately, the 
condition of the city no longer reflected this notion.  

In the last few years, santri24 culture and capitalism has encroached upon 
the city. Different from the situation at the beginning of the reformation 
period, the Palace, which claimed to be the guardian of Javanese culture 
was powerless against the new powers on the stage. The weakening 
position of the kraton started in the last two decades when Yogyakarta 
underwent rapid physical, social, and economic changes and the kraton 
tended to respond passively to these developments. In the bureaucratic 
system, the power shifted from the priayi to the santri. Hence, policies in 
the bureaucracy became increasingly dominated by santri culture while the 
influence of Javanese culture was weakening (Bambang, 2007:32). Another 
development, which caused Javanese culture to blur, was the power of 
international capitalism. Modern economic units replaced the traditional 

                                                 
23 The survey covered 60 municipalities/cities in 20 provinces (Brodjonegoro, 2004:131-
2). 
24 The term santri is used here to refer to a group of Muslims who attempt to live strictly 
according to Islamic Law (Magnis-Suseno, 1997:150-16).  
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economic units and governed the economy of Yogyakarta. Moreover, many 
old buildings were ruined and the land was used for building malls and 
star-rated hotels. In the 2000s, there was an aggressive expansion of 
modern buildings especially of shopping malls (Hariadi, 2007:37). Under 
these kinds of development, Yogyakarta slowly lost its uniqueness as a city 
with a Javanese ‘village like’ atmosphere, which used to attract many 
international tourists to visit the city.  

 
Conclusion 

The promotion of Yogyakarta as the second tourism destination after Bali 
during the New Order has caused regional economic dependency on the 
sector. Tourism development opened up economic opportunities not only 
for investors from outside the area with huge amounts of capital, but also 
for locals with limited capital resources. The locals tended to open small-
scale businesses in order to reap the benefits from the development and to 
cater for the budget tourist market, which was not catered for by the big 
investors. Despite their marginalized position in the eyes of the 
government, small-scale tourism development had become Yogyakarta’s 
strongest point as a destination. Those who make a living from tourism 
industry have managed to improve their welfare through these businesses.  

The prolonged national crises had severe consequences for the 
development of tourism industries in Yogyakarta. The crises experienced in 
Indonesia were complex and multidimensional. The change from an 
authoritarian regime to a more democratic state threw the country and the 
nation into political and social turmoil. Problems associated with the 
changes could not be solved easily and affected different aspects. The 
national condition had always been imbalanced and uncertain. 
Consequently, it hindered various aspects of development. Indonesian 
tourism including tourism in Yogyakarta was one of the industries that 
were badly affected by the crises. As an industry, tourism was very 
susceptible to instability and insecurity. With high dependence on tourism, 
the subsequent crises between 1997 and 2006 turned into a serious threat to 
the sector. The crises situation especially hit small-scale tourism 
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entrepreneurs, who did not get enough support from the government and 
who lacked the power to influence the global market.  

Along with the prolonged crisis, the changes in government policies due to 
the decentralization process also put another burden on the small-scale 
entrepreneurs. Instead of facilitating them to overcome the crises, the 
regional government created a number of taxes, which hindered the 
development of their businesses. 
 
With rapid modernization and because of the changes in the socio-political 
conditions, Yogyakarta must be alert that the city may lose its main selling 
point for tourism as a village-like city. Among the international tourists, 
the salience accorded to the special characteristics of Yogyakarta as a 
village-like city is evident. It is a useful resource to attract international 
tourists to Yogyakarta especially those catered for by the small-scale 
tourism sector as this is a potential growing market for the tourism 
industry. However, with the rapid changes facing the city, the future of the 
tourism industry in Yogyakarta is challenged and hence, the sustainability 
of the small-scale tourism industry is uncertain as well.  

How bad the consequences of the crises on the different entrepreneurs who 
run tourism businesses were, needs to be explored further. The next four 
chapters will in particular discuss the consequences of the prolonged 
tourism crisis on the different entrepreneurs who rely on tourism for their 
livelihood.  
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Chapter 4 
Losmen Owners in Sosrowijayan 

 
 
 

Introduction 
 
Sosrowijayan is a small urban kampong that has played a significant role in 
Yogyakarta’s tourism development since the 1970s. Tourism development 
has stimulated and generally contributed to the economic development of 
many people in the area. Sosrowijayan changed from a densely populated 
area with semi permanent houses, into a concentration of small, low-
budget tourist facilities operated by local people and catering to mostly 
young budget travelers whom the local government would rather ban from 
the city center. The dominant businesses in the area are the small-scale 
accommodations – homestays, losmen, inns, and small guesthouses (Peeters 
et al., 1999:80). There is an abundance of small hotels, or losmen in the 
local parlance, both on the main road and in the small alleys where only 
bikes and motorcycles can pass.  
 
Hampton’s earlier study (2003), already revealed that the residents of 
Sosrowijayan admitted that the tourism development has brought 
significant changes in their economic conditions. For instance, old walls 
and roofs made of gedheg (woven bamboo cane) came to be replaced by 
brick walls and tiled roofs. Because of international tourism, the kampong 
environment has also improved (Hampton, 2003:92-3).  
 
However, the dependency of the kampong residents on the tourist 
businesses was not without dangers. When the series of crises struck 
Indonesia and caused a severe reduction in tourist numbers, it also caused 
problems to the people in Sosrowijayan who had been dependent on the 
tourism economy for quite a long time. Within more or less one decade 
starting with the smoke haze in 1997, the tourism industry was no longer 
able to provide the residents in Sosrowijayan with a secure income. The 
prolonged crisis had scared the tourists away. The losmen owners tried, by 
whatever means possible, to keep their businesses running and to maintain 


