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Abstract. Regional policy issues two instructions that appear to contradict one another. Smart
specialisation directs regions to concentrate scarce resources on domains of existing comparative
advantage; resilience thinking directs them to diversify so that a shock to any single activity does
not propagate to the whole economy. The related-variety literature has offered a reconciliation —
diversify, but into activities cognitively proximate to what the region already does — yet that
reconciliation has recently been subjected to a substantial critique questioning whether relatedness
measures capture the mechanism they are held to capture. This article argues that the dilemma is
sharpest, and the existing reconciliation weakest, in tourism-dependent service economies, and
that these cases require a framework the literature does not currently provide. Tourism
simultaneously intensifies both poles: it generates strong agglomeration and reputational returns
to concentration while exposing the regional economy to demand shocks that are exogenous,
correlated across all tourism-linked activities, and unrelated to local productive capability.
Following a theory-adaptation design, the article separates capability relatedness from demand
correlation and distinguishes three diversification paths available to such regions — deepening
within the tourism value chain, branching into related non-tourism services, and leapfrogging into
unrelated activity — specifying the conditions under which each dominates. Nine propositions
link asset specificity, demand correlation, institutional thickness and the seasonality profile to the
appropriate path, and identify a diversification trap in which apparent diversification raises
measured variety while leaving the underlying demand exposure unchanged. The framework is
illustrated with published statistics on the Bukhara region of Uzbekistan, whose 2020 demand
collapse displays the exposure structure the framework describes.
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Ixtisoslashuvmi yoki diversifikatsiyami? Turizmga bog‘liq xizmat ko‘rsatish
iqtisodiyotlarida hududiy rivojlanish dilemmasining bog‘liq xilma-xillik asosidagi yechimi
Zarina Baxtiyorovna Axrorova — tadgiqotchi (PhD), Igtisodiyot kafedrasi, Buxoro davlat
universiteti, Buxoro, O ‘zbekiston

Annotatsiya. Hududiy siyosat bir-biriga zid ko‘ringan ikki ko‘rsatma beradi. Aqlli ixtisoslashuv
hududlarni cheklangan resurslarni mavjud qiyosiy ustunlik sohalariga jamlashga yo‘naltiradi;
bargarorlik (resilience) yondashuvi esa har ganday alohida faoliyatga tushgan zarba butun
iqtisodiyotga tarqalmasligi uchun diversifikatsiyani tavsiya etadi. Bog‘liq xilma-xillik (related
variety) adabiyoti murosani taklif gilgan edi — diversifikatsiya qiling, lekin hudud allagachon
bajarayotgan faoliyatga kognitiv jihatdan yagin sohalarga. Biroq so‘nggi yillarda ushbu murosa
jiddiy tanqidga uchradi: bog‘liglik o‘lchovlari o‘zlariga nisbat berilayotgan mexanizmni haqiqatan
ham gamrab oladimi, degan savol qo‘yildi. Maqolada dilemma turizmga bog‘liq xizmat ko‘rsatish
igtisodiyotlarida eng keskin, mavjud murosa esa eng zaif ekanligi hamda bunday holatlar
adabiyotda hozircha mavjud bo‘lmagan alohida konseptual ramkani talab qilishi asoslanadi.
Turizm ikkala qutbni bir vaqtda kuchaytiradi: u jamlanishdan kuchli aglomeratsiya va obro*
(reputatsion) daromadlarini yaratadi, ayni paytda hududiy iqgtisodiyotni ekzogen, turizm bilan
bog‘liq barcha faoliyatlar bo‘ylab korrelyatsiyalangan va mahalliy ishlab chiqarish qobiliyatiga
bog‘liq bo‘lmagan talab zarbalariga ochib qo‘yadi. Nazariyani moslashtirish (theory adaptation)
dizayni asosida maqolada qobiliyat bo‘yicha bog‘liglik talab korrelyatsiyasidan farqlanadi va
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bunday hududlar uchun uchta diversifikatsiya yo‘li — turizm qiymat zanjiri ichida chuqurlashish,
turizmga alogador bo‘lmagan bog‘liq xizmatlarga tarmoqlanish va bog‘liq bo‘lmagan faoliyatga
sakrash — ajratilib, ularning har biri qaysi shartlarda ustun bo‘lishi ko‘rsatiladi. To‘qqizta taklif
aktivlarning o‘ziga xosligi, talab korrelyatsiyasi, institutsional zichlik va mavsumiylik profilini
tegishli yo‘l bilan bog‘laydi hamda diversifikatsiya tuzog‘ini aniglaydi: bunda tashqi ko‘rinishdagi
diversifikatsiya o‘lchanadigan xilma-xillikni oshiradi, ammo talabga nisbatan asosiy
tavakkalchilikni o‘zgarishsiz qoldiradi. Ramka O‘zbekistonning Buxoro viloyati bo‘yicha e’lon
gilingan statistik ma’lumotlar asosida illyustratsiya qilinadi.
Kalit so‘zlar: hududiy ixtisoslashuv; xizmatlar diversifikatsiyasi; bog‘liq xilma-xillik; aqlli
ixtisoslashuv; turizmga bog‘liglik; hududiy barqarorlik; iqtisodiy geografiya; Buxoro viloyati
Cnennannzanus win quBepcupurkanus? Pemenune JuieMMbl PerHOHAJBHOIO Pa3BUTHS B
TYPUCTHYECKH 3aBHCHMBIX CEPBUCHBIX JKOHOMHUKAX HA OCHOBE KOHIENMIIUH CBSI3AHHOTO
pa3HooOpa3us
3apuna baxmusposna Axpoposa — ucciedosamens (PhD), kaghedpa sxonomuru, Byxapckuii
eocyoapcmeenHulil ynusepcumem, byxapa, Y36exucman

AHHOTaNusA. PernoHaibHas NOTUTHKA MAET BA YKa3aHUS, KOTOPBIE KaKYTCS MPOTUBOPECUYAIIIMMHA
IpyT Ipyry. YMHas Crieluanu3alus IpeIiuchiBaeT peTMOHaM KOHIIEHTPUPOBATh OTPaHUYCHHbBIC
pecypchl B OOJACTSIX CYIIECTBYIOIIETO CPABHUTEIBHOTO TPEHMYINECTBA; KOHLEIIHS
ycToiumnBocTH (resilience) mpeanuceiBaeT TuBepcUUIMPOBATHCS, YTOOBI IOK B OT/IEIHHOM BHJIE
NEeSITeIPHOCTH HE pAclpoCTpaHsUIcs Ha SKOHOMHUKY B menoM. Jlureparypa o CBsI3aHHOM
paznooOpazun (related variety) mpemyioxkuna TpUMHpEHHE — AUBEPCUUIUPOBATHCA, HO B
HAIPABIICHUU BHJIOB JCATCILHOCTH, KOTHUTUBHO OJM3KHUX K TOMY, YTO PETHOH YXe JelaeT.
Opnako B mocienHee BpeMs 3TO PUMUPEHUE TOBEPIIOCh CEPhEIHON KPUTHKE, CTABSIIEH MO
COMHEHHE, JEHCTBUTEIBHO JIM MMOKA3aTeNU CBA3aHHOCTH OTPAXKAIOT TOT MEXaHHU3M, KOTOPBIA UM
npunuceiBaeTcs. B cratbe 000CHOBBIBAETCS, UTO AMJIEMMa HauOoJee OCTpa, a CYIIECTBYIOIIEe
npUMHUpeHue Hanbosee cnado B TYPHUCTUYECKH 3aBUCHUMBIX CEPBUCHBIX YKOHOMHKAX, M YTO TaKHe
ciydau TpeOyIOT KOHIIEITyallbHOM paMKH, KOTOPOU JHUTepaTypa Mmoka He pacronaraer. Typusm
OTHOBPEMEHHO YCHJIMBAeT 00a TOJNIOca: OH IMOPOKAAET CHUJIbHBIE arjloOMEepalloOHHBIE U
pEMyTalMOHHBIE BBITOABl OT KOHIIGHTPAIlMM ¥ OJHOBPEMEHHO TMOABEPracT pPETrHOHAIBHYIO
HKOHOMHKY IIOKaM CIIPOCa, KOTOPBIE SIBISIOTCS K30TEHHBIMH, KOPPEIMPOBAHHBIMH TIO0 BCEM
CBSI3aHHBIM C TYPU3MOM BHJIaM JICITEILHOCTH U HE CBSI3aHHBIMU C MECTHBIM MPOU3BOCTBEHHBIM
noreHmaaoM. Onupasch Ha TM3aifH aanTalii TEOPUH, CTaThs Pa3TPaHUINBACT CBA3aHHOCTB 110
KOMIIETSHIIUSIM U KOPPEISALUIO CIIPOCa U BBIIEISET TPU MyTH AWBEpcUUKAIIMN — YTIyOleHue
BHYTPU TYPHCTHYECKOW IIEMIOYKH CO3JIaHUS CTOMMOCTH, BETBJIICHHE B  CBS3aHHBIC
HETYPUCTHYECKHE YCIYTHM U TEPECKOK B HECBSI3aHHBIE BUIbI JIEATEIHHOCTH, — OIpEaAemss
YCIIOBUSL TOMHHHPOBAHHS KaXJIOTO M3 HUX. J[eBATH MONOXKCHHIA CBSI3BIBAIOT CHEIU(DUIHOCTH
AKTHUBOB, KOPPETSIUIO CIPOCa, MHCTUTYIMOHAIbHYIO TUIOTHOCTh U TPOQHIb CE30HHOCTH C
COOTBETCTBYIOIIIMM IyTEM W BBISBISIFOT JIOBYIIKY JUBEPCUPUKAINU, TPU KOTOPOW BHIUMAs
TuBepcu(UKaIUS MMOBBIIIAET U3MEpPsSEMOe pa3HOOOpasue, OCTaBisasl 0a30BYIO MOABEPKEHHOCTh
CIpocy Hen3MeHHOM. Pamka mimocTpupyeTcst onmyOIMKOBaHHBIMU CTaTUCTHUECKUMU JaHHBIMU
no byxapckoit obnactu Y30ekucrana.
KawueBble c¢JI0Ba: pervMoHANbHAS —CIENUANINA3ANNS; AUBEPCH(HUKAINS YCIYT; CBS3aHHOE
pa3zHooOpasue; yMHas CelHaTu3als; 3aBUCUMOCTh OT TypU3Ma; perHOHATbHAS YCTONYHUBOCTH;
sKoHOMHUYecKas reorpadus; byxapckas ob6nactb
JEL classification: R11; R58; L83; O18
1. Introduction

Two well-established bodies of regional economic thought give opposing advice. The first,
running from Marshall (1890) through Porter's cluster analysis (Porter, 2000) to the smart
specialisation agenda now embedded in European and increasingly in non-European regional
policy (Foray, 2015), holds that regions prosper by concentrating on domains where they possess
distinctive capability, because localisation economies, thick labour markets and specialised
suppliers generate increasing returns. The second, running from Jacobs (1969) through the
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empirical work of Glaeser, Kallal, Scheinkman and Shleifer (1992) to contemporary resilience
scholarship (Martin & Sunley, 2015), holds that diversity protects: economies with a broad activity
base absorb sector-specific shocks and recombine knowledge across domains.

The related-variety literature proposed a resolution. Frenken, Van Oort and Verburg (2007)
distinguished related from unrelated variety and showed that the two carry different implications
— related variety supports employment growth through knowledge spillovers, unrelated variety
buffers unemployment shocks through portfolio effects. Subsequent work on regional branching
demonstrated that regions diversify into activities technologically proximate to their existing base
(Neffke, Henning & Boschma, 2011), and the concept became a foundation for smart
specialisation practice (Content & Frenken, 2016). The reconciliation is elegant: specialise and
diversify simultaneously, by diversifying into the related space.

Two developments unsettle this settlement. Bathelt and Storper (2023) argue that
relatedness measures conflate several distinct mechanisms and that the evidence linking them to
regional development is weaker than the literature's confidence suggests. And the empirical setting
to which the framework is increasingly applied has shifted: much of it now consists of service-led
regional economies, whereas the framework was developed on manufacturing data where
technological relatedness is comparatively well proxied by product and patent classifications.

Tourism-dependent service regions are the limiting case of this shift, and they expose the
framework's incompleteness with unusual clarity. Such regions — of which historic-city
economies with substantial heritage endowments are the archetype — possess a genuine
specialisation with real agglomeration returns, and simultaneously face precisely the risk structure
that motivates diversification: demand originating outside the region, arriving through a small
number of channels, and correlated across every locally provided service that serves visitors.
Advising such a region to diversify into the related space is close to vacuous, because almost
everything related to tourism is also exposed to tourism demand. The relatedness that generates
spillovers is the same relatedness that transmits the shock.

This article develops the framework the case requires. Its contribution is threefold. It
distinguishes two dimensions that the related-variety literature conflates — capability relatedness
and demand correlation — and shows that in tourism-dependent service economies they diverge,
whereas in the manufacturing settings where the framework was built they broadly coincide. On
that basis it specifies three diversification paths and the conditions selecting among them. And it
identifies the diversification trap: a configuration in which conventional diversification indices
record rising variety while the region's exposure to a single demand source is unchanged or
increasing. The argument is developed as a theory-adaptation article in the sense of Maclnnis
(2011) and Jaakkola (2020), importing a distinction from portfolio reasoning into evolutionary
economic geography; the design is set out in Section 2.

The remainder of the article proceeds as follows. Section 2 states the research design, the
criteria governing source selection and the logic by which the propositions are derived. Section 3
reviews the specialisation and diversification arguments and the related-variety reconciliation
together with its recent critique. Section 4 establishes the analytical claim that capability
relatedness and demand correlation diverge in tourism-dependent regions. Section 5 sets out the
three paths, the nine propositions and the diversification trap. Section 6 illustrates the framework
with published statistics on the Bukhara region of Uzbekistan. Sections 7 and 8 discuss
implications for theory, policy and measurement, Section 9 states the limitations and the research
agenda, and Section 10 concludes.

2. Methodology
2.1. Research design

The article is conceptual rather than empirical, and follows the theory-adaptation design
identified by Maclnnis (2011) and formalised for conceptual work by Jaakkola (2020). A theory-
adaptation article takes an established framework, identifies a bounded domain in which one of
the framework's implicit assumptions fails, imports a construct from an adjacent literature to repair
the resulting gap, and derives testable propositions from the repaired framework. The four
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elements are, in this case, as follows. The established framework is the related-variety account of
regional diversification (Frenken et al., 2007; Neffke et al., 2011; Content & Frenken, 2016). The
implicit assumption is that activities sharing capabilities also share markets, so that a single
relatedness index can serve both the spillover argument and the buffering argument. The domain
in which the assumption fails is the tourism-dependent service economy, for the reasons set out in
Section 4. The imported construct is the separation of covariance from capability that underlies
portfolio reasoning and its regional application (Siegel, Johnson & Alwang, 1995; Malizia & Ke,
1993). The output is a two-dimensional screening framework, summarised in Table 1, and nine
propositions.

The design is explanatory rather than predictive in Jaakkola's (2020) sense: the objective
is to specify why an established prescription fails in a defined class of cases and what replaces it,
not to estimate the size of any effect. Accordingly the article makes no causal claim that is tested
here, and each proposition is formulated so that it could in principle be falsified; Table 4 sets out
designs for those propositions for which the required data are realistically obtainable.

2.2. Source selection

The literature was assembled purposively rather than systematically, as is appropriate to
conceptual work (Jaakkola, 2020). Three inclusion criteria governed selection. The first is
foundational status: works that establish the specialisation argument (Marshall, 1890; Krugman,
1991; Porter, 2000; Foray, 2015), the diversification argument in both its Jacobsian and its
insurance-theoretic form (Jacobs, 1969; Glaeser et al., 1992; Malizia & Ke, 1993; Siegel et al.,
1995; Wagner & Deller, 1998), and the related-variety reconciliation together with its proximity
foundations (Boschma, 2005; Frenken et al., 2007; Boschma & lammarino, 2009; Neffke et al.,
2011). The second is critical currency: recent work contesting the framework, principally Bathelt
and Storper (2023), whose second objection the article develops. The third is domain relevance:
tourism-economics and regional-studies work establishing the empirical characteristics of tourism-
dependent regions, including evidence from Central Asia and the wider post-Soviet space (Brida,
Cortés-Jiménez & Pulina, 2016; Aliyeva et al., 2019; Ibragimov, Perles-Ribes & Ramon-
Rodriguez, 2022; Astanakulov & Goyipnazarov, 2023; Arabov et al., 2024; Demidova, Tyurina &
Buzdalina, 2025; Karimov et al., 2025). Searches were run in Scopus, Web of Science and Google
Scholar on combinations of the terms “related variety”, “smart specialisation”, “regional
resilience”, “tourism dependence” and “regional diversification”, and were confined to peer-
reviewed outlets; sources appearing only in outlets without verifiable peer review were excluded.

The illustrative material in Section 6 is drawn from a deliberately narrow set of sources:
the published bulletins of the National Statistics Committee of the Republic of Uzbekistan and of
its Bukhara regional department, and peer-reviewed articles reporting regional visitor series.
Figures circulating in the press are used only where the report attributes them explicitly to a named
official body, and are identified as such at the point of use; every percentage change computed by
the author from two published levels is likewise identified.

2.3. Logic of proposition development

Each proposition is derived analytically rather than inductively, in three steps. First, the
two dimensions of Table 1 — capability relatedness and demand correlation — are treated as
separate variables rather than as a single index, which is the framework's departure from the
received literature. Second, each diversification path is located in the resulting space, and its
expected effect on the two outcomes the literature attributes to diversification — knowledge
recombination and shock absorption — is read off the path's position on each dimension
separately. Third, the conditioning variables that the received literature already treats as relevant
to regional diversification outcomes — asset specificity, institutional thickness, policy horizon and
the seasonality profile — are introduced as moderators, and the resulting conditional claim is stated
as a proposition. Propositions 1 to 7 concern path selection; Propositions 8 and 9 concern
measurement, and follow from the same separation applied to diversification indices rather than
to activities.
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Each proposition is stated as a falsifiable conditional claim with an identifiable dependent
variable, and Table 4 pairs the principal propositions with a research design and a data requirement.
No proposition is tested in this article. The application in Section 6 is illustrative: it establishes
that the exposure structure the framework presupposes is observable in at least one archetypal case,
which is a necessary but not a sufficient condition for the framework’s validity, and it does not
constitute a test.

3. Theoretical background
3.1. The case for specialisation

Localisation economies arise where firms in the same activity co-locate: labour pooling,
specialised intermediate suppliers and knowledge spillovers reduce costs and raise productivity
(Marshall, 1890). Krugman (1991) formalised the cumulative logic by which such advantages
become self-reinforcing, and Porter (2000) translated it into cluster policy. Smart specialisation
added a discovery mechanism: rather than selecting sectors administratively, regions should
identify through entrepreneurial experimentation the domains in which they possess latent
advantage, and concentrate public resources there (Foray, David & Hall, 2009; Foray, 2015).

For service economies the argument holds with an amendment. Because most services are
non-tradable and consumed where produced, the relevant agglomeration mechanism is less
supplier specialisation than reputational and infrastructural: a destination with recognised standing
attracts demand that supports a density of complementary providers, which raises the quality of
the composite experience, which reinforces standing. The externality is real, and it is specific to
concentration.

3.2. The case for diversification

Jacobs (1969) argued that novelty arises from recombination across activities rather than
deepening within one, and Glaeser et al. (1992) found urban growth associated with diversity
rather than specialisation. A second, distinct argument is insurance-theoretic: an economy whose
activities are imperfectly correlated experiences lower aggregate volatility, a logic developed in
regional economics by Siegel, Johnson and Alwang (1995) and connected to unemployment
stability by Malizia and Ke (1993) and Wagner and Deller (1998). Resilience scholarship
subsequently distinguished resistance, recovery and re-orientation as separable capacities (Simmie
& Martin, 2010; Martin & Sunley, 2015), and lock-in research showed that strong specialisation
can become a liability when the specialised domain declines (Grabher, 1993; Martin & Sunley,
2006). Recent evidence from the post-Soviet space is consistent with both halves of the argument:
Demidova, Tyurina and Buzdalina (2025), analysing eighty-four Russian regions across the 2019—
2022 shock episode, find that tourism development accounts for a substantial share of the variation
in regional growth while separating regions into tourism-dependent and tourism-complementary
types with markedly different volatility profiles.

The two arguments are frequently bundled, but they are not the same. The Jacobs argument
concerns knowledge and requires cognitive distance sufficient for recombination but not so great
as to prevent it. The insurance argument concerns demand and requires low covariance of shocks.
A regional portfolio can satisfy either without the other, and the distinction is central to what
follows.

3.3. Related variety and its critique

Frenken et al. (2007) operationalised the distinction using entropy decomposition,
measuring related variety as within-branch and unrelated variety as between-branch entropy, and
found the predicted differential effects. Boschma (2005) supplied the underlying proximity theory,
arguing that spillovers require cognitive proximity but that excessive proximity produces lock-in.
Boschma and lammarino (2009) extended the argument beyond the region's own activity mix to
its trade linkages, showing for Italian provinces that growth is associated with imports from sectors
related, but not identical, to the existing regional base — evidence that the operative proximity is
cognitive rather than merely sectoral, and an early indication that relatedness measured on
classifications and relatedness understood as shared capability need not coincide. Neffke et al.
(2011) demonstrated that regional industry portfolios evolve along relatedness-defined paths, and
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Hidalgo, Klinger, Barabasi and Hausmann (2007) established the analogous result for national
export baskets.

Bathelt and Storper (2023) raise three objections that bear directly on the present argument:
that relatedness indices are constructed from classification systems whose adjacency reflects
statistical convention as much as economic mechanism; that the measures cannot distinguish
knowledge-based relatedness from input—output or demand-based relatedness; and that the policy
inference — steer diversification towards the related space — does not follow from the
correlational evidence. The second objection is the one this article develops. Where relatedness is
measured by co-occurrence or classification adjacency, activities linked by shared demand are
recorded as related even when they share no capability, and the framework's two predictions —
spillovers and buffering — then apply to sets of activities that are not the same set.

4. The tourism-dependence complication
4.1. Why tourism intensifies both poles

Tourism specialisation generates unusually strong concentration returns. The product is a
composite assembled by the visitor from accommodation, food service, transport, retail, cultural
provision and guiding; its quality depends on the density and coordination of providers within a
small area; and destination reputation is a public good whose value rises with the number of firms
sustaining it. These properties make the case for concentration stronger than in most service
activities. The tourism-led growth literature documents the resulting expansion effects across a
wide range of settings (Brida, Cortés-Jiménez & Pulina, 2016), and the effect is measurable in the
Uzbek case: Astanakulov and Goyipnazarov (2023) estimate a positive elasticity of regional output
with respect to visitor arrivals while explicitly cautioning against reliance on tourism in the
absence of economic diversification.

The same properties generate an adverse risk structure. Demand originates outside the
region and is therefore not stabilised by local income. It is transmitted through a small number of
channels — air connectivity, tour operators, visa regimes, platform intermediaries — each of
which is a single point of failure; gravity estimates for Central Asia find regional tourism demand
to be strongly distance-elastic and sensitive to conditions in a small set of origin markets
(Ibragimov, Perles-Ribes & Ramon-Rodriguez, 2022). It is highly seasonal, so capacity is idle for
part of the year regardless of shocks. And it is correlated across every activity serving visitors: a
collapse in arrivals reduces hotel, restaurant, transport, retail and guiding revenue simultaneously
and by similar proportions.

4.2. Capability relatedness and demand correlation diverge

The article's central analytical claim can now be stated. In manufacturing regions, activities
that are capability-related are typically also demand-correlated, because they sit in the same value
chain and serve overlapping final markets; the two dimensions move together, and a single
relatedness index can proxy both. In tourism-dependent service regions they come apart in a
specific and consequential way: the set of activities sharing capabilities with tourism is almost
coextensive with the set exposed to tourism demand, while activities with uncorrelated demand —
business services, logistics, health provision for the resident population, agro-processing — are
precisely those most cognitively distant from the tourism base.

The result is that the standard prescription becomes self-defeating. Diversification into the
related space adds activities whose shocks are perfectly correlated with the existing base, raising
measured variety without reducing exposure. Diversification that genuinely reduces exposure must
move into the unrelated space, where the region has no capability advantage and the branching
literature predicts low probability of success.
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Table 1. Two dimensions of regional portfolio structure

generic service
capability, partially
transferable

resident or business
demand

Quadrant Capability Correlation of Strategic reading
relatedness to the | demand shocks with
tourism base tourism

I. Deepening High — shares skills, | High — same visitor | Raises productivity
assets and reputation | demand and value capture;
with the existing base does not reduce

exposure
I1. Branching Moderate — shares Moderate — partly The efficient frontier

for most regions

I11. Leapfrogging

Low — requires
capability the region
does not hold

Low — independent
demand source

Reduces exposure at
high failure risk

IV. Trap

Low — serves
visitors without
deploying or building

High — still serves
visitor demand

Adds measured
variety and fixed
costs while leaving

any distinctive
transferable
capability

exposure intact; to be
avoided

Two clarifications of Table 1 are required, because the quadrants are defined on dimensions
that are conventionally merged. Capability relatedness here means the extent to which an activity
draws on, and further develops, a distinctive and at least partially transferable competence that the
region already holds. Mere adjacency to the visitor is not capability relatedness: an activity can
stand physically and commercially beside the tourism base and still deploy no competence that
would survive the loss of visitor demand. Demand correlation means the covariance of the
activity's revenue with visitor arrivals, irrespective of what the activity produces. Quadrant IV is
therefore not defined by distance from tourism but by the conjunction of capability emptiness and
demand exposure. The two dimensions do distinct work in Section 5.4: high demand correlation
is what makes a portfolio change spurious for resilience purposes, and is therefore the dimension
over which Proposition 8 is stated, while low capability relatedness is what makes quadrant 1V
wasteful in development terms as well, and is why it is designated a trap rather than merely a
misclassification.

5. Framework: three diversification paths

The choice among paths is treated here as conditional rather than universal, and the
conditioning variables are specified for each.
5.1. Deepening

Deepening moves the region up the tourism value chain — from accommodation towards
experience design, from generic to specialised segments, from low- to high-yield visitors. It
exploits existing capability and reputational assets, and it raises value added per visitor, which is
a genuine development gain. It does not, however, reduce demand-shock exposure, and by
increasing asset specificity it may raise it.

Proposition 1. Deepening increases regional value added per unit of visitor demand but
leaves aggregate demand-shock exposure unchanged; where deepening raises asset specificity,
exposure increases.

Proposition 2. Deepening dominates the other paths where the region's reputational asset
is strong and under-exploited, and where the binding constraint on income is yield per visitor
rather than the volatility of visitor numbers.

5.2. Branching
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Branching moves into services that share generic capability with the tourism base —
hospitality management, event organisation, logistics, facilities management, food processing,
language and vocational education — but whose demand derives at least partly from resident
population or business clients. Branching is the path the related-variety literature recommends,
and the framework endorses it, but with a qualification the literature does not make: the relevant
selection criterion is not relatedness alone but relatedness conditional on demand independence.

Proposition 3. The resilience contribution of branching is increasing in the share of the
target activity's demand originating from non-visitor sources. Where that share is negligible, the
activity's contribution to the region's resistance capacity approaches zero irrespective of
measured relatedness, although the value added, employment and firm capability it sustains may
still contribute to recovery capacity once demand returns.

Proposition 4. Activities that are moderately related in capability and weakly correlated
in demand constitute the efficient diversification frontier for tourism-dependent regions;
identifying this set requires two indices rather than one.

Certain segments occupy an intermediate position of particular interest. Business-events,
medical and educational tourism draw on the same physical and hospitality infrastructure as leisure
tourism, and are therefore capability-related, but their demand is generated by institutional rather
than discretionary consumer decisions and follows a different seasonal and cyclical profile. They
are, in the framework's terms, quadrant-I1 activities that appear to be quadrant-I activities, and they
are consequently undervalued by relatedness-based screening.

The stabilising property is, however, specific to the type of fluctuation, and the
qualification matters. Institutional segments are less sensitive than leisure demand to seasonal
variation and to short-run movements in household discretionary spending, because organisational
budgets are set in advance and executed with a lag. They are not insulated from shocks to mobility
itself. The 2020 pandemic suspended business travel, conference activity and international
education at least as completely as leisure travel, and there is reason to expect institutional
segments to withdraw earlier and to return later than households, since organisational travel
decisions are subject to internal risk approval on both sides of the shock. The proposition is
therefore bounded to seasonal and cyclical fluctuation and does not extend to global mobility
shocks; the limitation is carried through to Section 9.

Proposition 5. Institutionally driven visitor segments reduce portfolio volatility with
respect to seasonal and cyclical fluctuation more than their measured relatedness to leisure
tourism would predict, because their demand is generated by organisational planning cycles
rather than by household discretionary spending. The proposition does not extend to global
mobility shocks, under which institutional segments may contract as sharply as, or more sharply
than, leisure demand.

5.3. Leapfrogging

Leapfrogging enters activities with no capability relationship to the existing base. It is the
only path that decisively reduces exposure, and the branching literature correctly predicts a low
success rate, since the region lacks the capabilities, suppliers and labour force the new activity
requires (Neffke et al., 2011). Its feasibility depends on conditions external to the relatedness
calculus: the presence of an institution capable of assembling capability that the market will not
assemble, and a time horizon long enough for the investment to mature.

Proposition 6. The success probability of leapfrogging is increasing in institutional
thickness and in the length of the policy horizon, and is largely independent of the region’s existing
capability portfolio; leapfrogging is therefore a policy-dependent rather than a capability-
dependent path.

The counter-seasonal case requires a further clarification. Where the seasonal amplitude of
tourism demand is high, the marginal value of an activity is governed less by its output than by
whether it draws on capacity in the months when tourism does not. That property belongs to the
demand profile of the target activity, not to the distance the region travels to reach it. Counter-
seasonal demand is frequently available within branching range: vocational and higher education,
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professional training, conference and association business, public and resident-serving provision,
and processing activity tied to the agricultural calendar all peak outside the main visitor season in
many destinations, and all draw on generic service or facilities capability that a tourism base
already holds. Leapfrogging is required only where the region contains no counter-seasonal
demand within its capability reach. Proposition 7 is accordingly stated over the demand profile
rather than over the path.

Proposition 7. Where the seasonal amplitude of tourism demand is high, diversification
into activities with counter-seasonal demand yields resilience gains disproportionate to their
share of regional employment, because the binding constraint is capacity utilisation in the off-
season rather than annual output. The gain attaches to the demand profile and not to the path: it
is obtainable through branching wherever counter-seasonal demand is locally generated, and
requires leapfrogging only where no such demand exists within the region's capability reach.
5.4. The diversification trap

Quadrant IV in Table 1 identifies a configuration that conventional indicators cannot
detect: activity that serves visitor demand while deploying no distinctive capability the region
either holds or acquires. The characteristic instances are the retail of imported and mass-produced
souvenir goods, unaccredited and informal guiding, visitor-oriented petty commerce and currency
and ticketing intermediation, and undifferentiated budget accommodation added beyond the level
the demand supports. Each is recorded by activity classifications as a separate line of business, so
entry raises the count and the evenness of the region's activity distribution and every standard
diversification index registers an improvement. Exposure to a single demand source is unchanged,
the fixed-cost base is larger, and the volatility of net regional income has therefore risen.

The trap must be distinguished from a second and more common error, which originates in
quadrant I rather than quadrant 1. Craft manufacture drawing on local skill, specialised heritage
interpretation, accredited guiding and high-yield experience design are capability-related and
developmentally valuable; they are the substance of deepening, and Proposition 2 recommends
them where its conditions hold. The error is to count them as diversification. Because they occupy
separate activity classifications, their expansion moves a diversification index in exactly the same
direction as entry into quadrant IV, while leaving demand exposure equally unchanged. Quadrant
IV misallocates resources; misread quadrant I misallocates only the diagnosis. Both, however,
produce identical movement in conventional indices, which is why Proposition 8 is stated over the
demand dimension alone: what makes a portfolio change spurious for resilience purposes is high
demand correlation, not low capability relatedness.

Proposition 8. Conventional diversification indices computed on activity shares are non-
monotonic in demand-shock exposure for tourism-dependent regions, and can indicate rising
diversification while exposure increases.

Proposition 9. A diversification measure that is valid for resilience purposes in such
regions must weight activities by the independence of their demand sources rather than by their
share of employment or output.

Table 2. Path selection: conditions and expected outcomes

exists locally; generic
service capability
transferable

screening selects
demand-correlated
activities

Path Dominant when Principal risk Expected outcome
Deepening Reputational asset Rising asset Higher value added,;
under-exploited; specificity increases | unchanged or higher
yield per visitor low | downside in a shock | exposure
Branching Non-visitor demand | Relatedness Moderate resilience

gain at moderate risk

Leapfrogging

Institutional capacity
available; long policy
horizon; no counter-
seasonal demand

Capability gap causes
failure

Large resilience gain
at high risk
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within capability
reach
Trap (avoid) Never dominant; Higher fixed costs Measured
arises from index- with unchanged diversification rises;
driven policy targets | exposure volatility rises

6. lllustrative application: the Bukhara region
6.1. The region as an instance of the archetype

The framework is stated for historic-city economies with substantial heritage endowments.
The Bukhara region of Uzbekistan is a clear instance of that archetype, and this section applies the
framework to it illustratively, using published statistics. The purpose is not to test the propositions,
which the available data do not permit, but to establish that the exposure structure the framework
presupposes is observable, and to indicate what an empirical extension would require.

Three features locate the region in the archetype. First, the tourism base is large relative to
the regional service economy: accommodation and food service output in the Bukhara region
reached 6,982.7 billion soum in January—August 2025, or 27.1 per cent of the region's market
services (Bukhara Regional Statistics Department, 2025). The classification is itself instructive for
the argument of Section 8.3, since it aggregates visitor-facing accommodation with catering
supplied to the resident population and separates neither demand source from the other. Second,
the capacity is substantial and physically specific: in 2024 the region held 250 hotels and similar
establishments with 3,980 rooms and 8,423 bed-places, together with 44 tourist firms (National
Statistics Committee of the Republic of Uzbekistan [hereafter National Statistics Committee],
2025). Third, the region's international segment — a minority of total arrivals, but the segment
that sustains the higher-yield capacity — is predominantly long-haul and discretionary in
composition, which distinguishes it from the national aggregate, where arrivals from neighbouring
CIS states stating family visits as their purpose predominate: 76.7 per cent of arrivals in 2024,
against 14.9 per cent stating leisure and recreation (National Statistics Committee, 2025). The
corresponding regional breakdown by purpose of visit is not published, so the inference from the
composition of arrivals to the composition of demand is indicative rather than established. The
distinction matters for the framework, because the two visitor populations have different demand
elasticities and different exposure to the channels identified in Section 4.1.

The region is not, however, monofunctional, and this is what makes it informative rather
than merely illustrative. In the first quarter of 2023, services accounted for 41.5 per cent of
Bukhara's gross regional product, agriculture, forestry and fishing for 26.8 per cent, industry for
22.7 per cent and construction for 9.0 per cent (National Statistics Committee, 2023). A substantial
part of regional output therefore rests on demand that is not visitor-generated — which is precisely
the resource whose share in a target activity's revenue Propositions 3 and 4 identify as the criterion
for branching.

6.2. Exposure and the 2020 shock

The 2020 mobility shock provides an unusually clean natural observation of the exposure
structure, because it was exogenous to the region, transmitted through the channels the framework
identifies, and correlated across all visitor-serving activity simultaneously. Table 3 sets the
regional against the national series.

Table 3. The 2020 demand shock: Uzbekistan and the Bukhara region

Indicator 2019 2020 Change Source
Foreign visitor 6,748.5 1,504.1 —T17.7% National
trips to Statistics
Uzbekistan, Committee
thousands (2022)

Total visitors, 3,640,900 249,900 -93.1% Kilichov &
Bukhara region David (2025)
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International 603,100 13,300 —97.8% Kilichov &
visitors, Bukhara David (2025)
region

Domestic 3,037,800 236,600 -92.2% Kilichov &
visitors, Bukhara David (2025)
region

Note: Percentage changes are the author's calculations from the published levels. The national
and regional series are not directly comparable in level, since they rest on different counting
bases; the comparison here concerns rates of change, not magnitudes.

Two features of Table 3 bear on the argument. The first is amplification: the regional
international series falls by roughly twenty percentage points more than the national aggregate.
This is what the framework predicts for a region whose demand base is narrow in origin and
purpose — the national figure is cushioned by short-haul land-border arrivals whose travel motive
is family rather than discretionary leisure, and Bukhara's international arrivals are not. Demand
exposure, in other words, is not a function of the tourism share alone but of the composition of the
demand behind it, which is the substance of Proposition 9. The comparison should be read with
care: the national series counts foreign visitor trips and the regional series counts visitors recorded
at destination level, so the two rest on different counting conventions and the gap between the rates
cannot be attributed to composition alone. It is nonetheless in the direction the framework predicts,
and the competing explanation — that the difference is a definitional artefact — is itself testable
by the design in the second row of Table 4.

The second is the near-equivalence in magnitude of the domestic and international declines,
at 92.2 and 97.8 per cent respectively. Domestic and international visitor-serving activities sit in
different activity classifications and would be recorded as diverse by any conventional index; their
shocks in 2020 were nonetheless almost perfectly correlated, because both are visitor demand
transmitted through mobility. The region entered the shock with a portfolio that a standard index
would have described as containing considerable variety within its service sector, and that variety
supplied no resistance capacity at all. This is the configuration Proposition 8 describes.

6.3. Seasonality and the limits of the available data

Proposition 7 turns on seasonal amplitude, and here the case runs into a data constraint that
is itself informative. No monthly or full quarterly series of visitor arrivals is published for the
Bukhara region, and the national bulletins report arrivals annually and by cumulative period rather
than by month. What can be established from published sources is indirect. Room-stock utilisation
in the region was reported at the top of the national ranking before the shock, and the responsible
authority noted at the time that the published coefficient is an average that rises considerably
during festivals and at the peak of the season — an acknowledgement of amplitude without a
measurement of it (State Committee for Tourism Development, 2020, in a statement reported by
the press). The single intra-year split available in the national statistics for the period indicates the
order of amplitude involved: 745,720 of the 1,881,350 foreign visitor trips recorded in 2021, or
39.6 per cent of the year, fell in the fourth quarter alone (National Statistics Committee, 2022;
share calculated by the author), although that year's distribution is distorted by the sequencing of
reopening. Academic treatment of seasonality in Uzbek tourism identifies climatic conditions as
the primary driver but likewise publishes no monthly distribution (Kilichova, Murodullayev &
Norkulova, 2023).

The gap is not incidental. The regional statistical apparatus publishes activity counts —
establishments, rooms, bed-places, firms, arrivals — in considerable detail, and publishes neither
the intra-year distribution that Proposition 7 requires nor the demand-source partition that
Proposition 9 requires. The indicators available to regional policy are, in other words, exactly the
activity-share indicators that Proposition 8 identifies as non-monotonic in exposure. This is not a
peculiarity of one country's statistical practice; it is the general condition that Section 8.3
addresses, and the Bukhara case makes its consequences concrete.
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6.4. Reading the region through the framework

Applying the quadrants to the region yields a determinate reading. Deepening candidates
are strong: heritage interpretation, craft production drawing on documented local skill, and higher-
yield segments are supported by an internationally recognised reputational asset, and Proposition
2 recommends them on income grounds where yield rather than volatility is the binding constraint.
They do not reduce exposure, and Table 3 indicates how little protection the existing visitor-
serving variety supplied.

Branching candidates are the operative set, consistent with Section 8.2. The region's
agricultural, industrial and construction base generates demand that is locally originated and
uncorrelated with visitor arrivals, and several activities lie within the capability reach of a mature
hospitality economy: facilities and property management, catering and food processing for
institutional and industrial clients, logistics, vocational and language education, and professional
training and conference provision. The last two are also counter-seasonal in the sense of
Proposition 7, since academic and organisational calendars peak outside the principal visitor
season. Evidence on the uneven regional distribution of tourism infrastructure readiness in
Uzbekistan (Arabov et al., 2024) and on the sustainability constraints facing the Silk Road
destinations specifically (Karimov, Okmullaev, Marty & Saidmamatov, 2025) supports treating
further undifferentiated capacity expansion as the less attractive alternative.

Leapfrogging is conditioned by Proposition 6 on institutional thickness and policy horizon.
National tourism strategy provides a long horizon and identifiable institutional capacity, but it is
directed at expanding tourism rather than at assembling capability outside it, which on the
framework's reading places the binding constraint on leapfrogging rather than relaxing it.

The trap is a live risk rather than a hypothetical one. Where regional performance is
assessed on the number and spread of registered tourism-adjacent businesses, the cheapest way to
improve the measure is additional visitor-serving capacity of exactly the kind Section 5.4
describes. A region with 250 accommodation establishments and 8,423 bed-places already
possesses the fixed-cost base whose expansion raises volatility; Table 3 shows what happens to
revenue against that base when arrivals fall by more than ninety per cent. The framework's
recommendation for such a region is to screen candidate activities on demand independence first
and capability proximity second, and to treat institutional visitor segments as diversification rather
than as tourism expansion — with the bound stated in Proposition 5.

7. Discussion

The framework carries three implications for the related-variety debate. First, it supports
Bathelt and Storper's (2023) contention that relatedness measures conflate distinct mechanisms,
and specifies one case in which the conflation reverses the policy conclusion. Where capability
relatedness and demand correlation coincide, a single index suffices; where they diverge, using
one index to serve both the spillover and the buffering argument produces recommendations that
satisfy neither.

Second, it clarifies why service-led regions have proved awkward for a framework
developed on manufacturing. The difficulty is not primarily that service activities are harder to
classify, though they are, but that the classification systems encode output similarity, which in
services tracks the customer served rather than the capability deployed. Two activities serving the
same visitor are recorded as related; two activities deploying the same capability for different
customers are not.

Third, it identifies a policy-evaluation hazard. Regional programmes are frequently
assessed on diversification indices. Proposition 8 implies that in tourism-dependent regions such
indices can be improved by investments that increase vulnerability, and that a region pursuing the
index will be led towards quadrant 1V, since additional visitor-serving activity is the cheapest way
to raise measured variety.

The framework also has implications for how the specialisation—diversification debate
should be posed. The two prescriptions are not alternatives on a single dimension but statements
about different dimensions: specialisation is advice about capability, diversification is advice about
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exposure. Once separated, the apparent contradiction largely dissolves, and the operative question
becomes which activities are simultaneously capability-proximate and demand-independent — an
empirical question with a determinate answer for any given region, as the reading of the Bukhara
case in Section 6.4 illustrates.

8. Implications

8.1. For regional policy

Three prescriptions follow. Screening for diversification candidates should be two-
dimensional, ranking activities by capability proximity and by the correlation of their demand with
visitor arrivals, and selecting from the moderate-proximity, low-correlation region rather than
maximising proximity. Institutionally driven visitor segments should be treated as diversification
rather than as tourism expansion, since Proposition 5 implies their volatility contribution differs
from that of leisure demand with respect to seasonal and cyclical variation, though not with respect
to global mobility shocks. And where seasonality is the binding constraint, counter-seasonal
activity should be evaluated on its contribution to off-season capacity utilisation rather than on its
employment share, irrespective of whether it is reached by branching or by leapfrogging.

8.2. For regions in transition and emerging economies

Regions with substantial heritage endowments in emerging economies face this dilemma
in an acute form, because tourism is often the only sector in which they possess an internationally
recognised advantage, while the institutional capacity that Proposition 6 identifies as the
precondition for leapfrogging is limited. The framework implies that for such regions branching
is the realistic frontier, and that the policy priority is the identification of locally generated demand
— resident services, regional business services, public provision, and demand arising from the
region's own agricultural and industrial base — capable of supporting activities that share
capability with the tourism base without sharing its demand. The Bukhara reading in Section 6.4
is one worked instance; the same structure would be expected in comparable historic-city
economies elsewhere in Central Asia and beyond, and the comparative evidence on tourism's
regional impact in the post-Soviet space is consistent with this expectation (Aliyeva et al., 2019;
Demidova et al., 2025).

8.3. For measurement practice

Proposition 9 implies a specific revision to indicator design: diversification indices used
for resilience assessment should be computed over demand sources rather than over activity
classifications. This is more demanding of data but not prohibitively so, since the required partition
— visitor, resident, business, public — is coarse and can be approximated from existing survey
instruments. Where regional statistical systems already collect arrivals by purpose of visit, as the
Uzbek system does at national level, the principal additional requirement is disaggregation to the
regional level and to intra-year periods.

9. Limitations and future research

The paper is conceptual and its propositions require testing (Jaakkola, 2020). Four
limitations bound the argument. It treats demand correlation as observable, whereas estimating it
requires either long sectoral time series or survey-based attribution, both scarce at sub-national
level — a constraint the Bukhara material in Section 6.3 illustrates directly. It assumes tourism
demand shocks are exogenous to the region, which holds for global shocks but not for reputational
damage that is locally caused. It addresses regions with an existing tourism specialisation, not
regions considering whether to acquire one. And the stability attributed to institutional visitor
segments in Proposition 5 is bounded to seasonal and cyclical fluctuation: the evidence of 2020
indicates that under a shock to mobility itself these segments contract at least as sharply as leisure
demand, so the proposition should not be read as a claim about resilience to global disruption.

A fifth constraint applies to Section 6 specifically. The illustration draws on a single region
and on published aggregates assembled for other purposes; the regional visitor series originates in
a secondary compilation, the national and regional series rest on different counting bases, and no
intra-year distribution is available. The section therefore demonstrates the observability of the
exposure structure and does not test any proposition.
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Table 4. Research agenda

Research question

Suggested design

Data requirement

Do capability relatedness and
demand correlation diverge
as predicted (Section 4.2)?

Compute both matrices for
service activities in tourism-
dependent regions and
compare their structure.

Sectoral employment series
plus demand-source
attribution.

Does branching into demand-
correlated activities fail to
reduce volatility (P3)?

Panel analysis relating
regional income volatility to
related and unrelated variety,
split by demand correlation.

Regional accounts over at
least one shock episode.

Do institutional visitor
segments stabilise as
predicted, and does the effect
disappear under mobility
shocks (P5)?

Compare seasonal and
cyclical amplitude of
business-event, medical and
educational visitor flows with
leisure flows, and repeat the
comparison across the 2020
episode.

Disaggregated arrivals data
by purpose, monthly where
available.

Are counter-seasonal
branching and counter-
seasonal leapfrogging
equivalent in resilience effect
(P7)?

Compare off-season capacity
utilisation and income
volatility in regions that
reached counter-seasonal
demand by each route.

Monthly regional output or
employment series by
activity.

Is the trap observable (P8)?

Construct conventional and
demand-weighted indices for
the same regions and
compare their rankings and
shock predictions.

Activity shares plus demand
partition.

Does institutional thickness
condition leapfrogging
success (P6)?

Comparative case analysis of
regions attempting unrelated
diversification.

Programme records and
outcome tracking.

10. Conclusion
Regions are told to specialise and to diversify, and the related-variety literature has offered

relatedness as the reconciling principle. This article has argued that the reconciliation depends on
an empirical coincidence — that activities sharing capabilities also share markets — which holds
in the manufacturing settings where the framework was developed and fails in tourism-dependent
service economies. Once capability relatedness and demand correlation are separated, the two
prescriptions cease to conflict, because they concern different dimensions of the regional portfolio:
specialisation is advice about what a region can do well, diversification is advice about what it is
exposed to. The practical consequence is that relatedness-based screening, applied without a
demand-correlation criterion, will systematically recommend diversification that raises measured
variety while leaving exposure intact, and that the indices used to evaluate such policy will confirm
its success while the underlying vulnerability grows. The Bukhara material indicates that the
exposure structure is observable and that the indicators currently published are not sufficient to
detect it, which sets the immediate empirical agenda: build the demand-source partition before
building the diversification index.
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