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Background,
Issues, and
Study Objective



Background

Table 1. GDP and DTE, 2010-2017
dTourism is important sectors for Malaysia.

din 2011 to 2012, Malaysia ranked top ten Year GDP DTE
UNWTO.

2010 821.4 34.7
dIn 2017, Malaysia’'s economic performance 2011 864.9 42 3
improveq at 5.9 per cent from 4.2 per cent in 2012 912.3 478
the previous year. 013 055 1 540
QSimilar to GDP, domestic tourism expenditure 2014 1,012.4 62.2
(DTE) continue to register a positive growth. In 2015 1,064.0 67.8
2017, DTE reqister a double digit growth of 11.1 2016 1,108.9 74.8

per centin 2017 (2016: 10.2%). 2017 1174.3 83.1




Background (cont.)

Key Statistics 2011 2012 2013 2014 2015 2016 2017
Total Expenditure (RM million) 42,346 47,778 54,016 62,151 67,842 74,773 83,103
Number of Visitors 131,002 141,433 152,875 169,282 176,937 189,253 205,408

Average Expenditure per Trip (RM) 260 274 279 286 288 294 301




Issues

Domestic tourism expenditure becoming more and more
Important for Malaysia’'s economy. What happen to
Malaysia’s domestic tourism expenditure If Malaysia’s
economy experiencing slow growth and/or recession? Will
decrease In domestic tourism expenditure affects
Malaysia’s economy?




Study Objective

To examine relationship between Domestic Tourism
Expenditure and Malaysia’s Gross Domestic Products.




2. Other Studies




Other Studies

Ahmad Jafari Samimi
Somaye Sadeghi
Soraya Sadeghi (2011)

Examine the causality and
long-run relationships
between economic growth
and tourism development in
developing countries

. --
Variable/ Data
series

:_’ www.dosm.gov.my f @StatsMalaysia @DrUzirMahidin , @ @StatsMalaysia @Dr_Uzir

1. GDP (constant)
2. Tourism arrivals (TOUR)
(1995 — 2009)




Other Studies (cont.

Ahmad Jafari Samimi
Somaye Sadeghi
Soraya Sadeghi (2011)

1. Pesaran & Shin (IPS)
unit root test

2. Granger causality test
(Wald test)

3. P-VAR

There is bilateral causality
and positive long-run
relationship between
economic growth and
tourism development

:_’ www.dosm.gov.my f @StatsMalaysia @DrUzirMahidin , @ @StatsMalaysia @Dr_Uzir







Data & Methodology

Data
GDP (2010 = 100) and DTE; annual 2010 to 2017.

Concept and Definition
GDP

Total value of all goods and services produced in a certain
period after deducting the cost of goods and services used
up in the process of production.
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Data & Methodology (cont.)

DTE

Tourism expenditure of a resident visitor within the economy of
reference.

Exclusions:
 Purchase of financial and non-financial assets: and

e Purchase of goods for resale purposes.
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Type of Analysis:
I. Scatter Diagram,
1. Correlation,

I1l. Regression and
IV. VAR model



I. Scatter Diagram

Scatter diagram GDP & DTE
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1. Correlation DTE and GDP
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80 — Pearson correlation: strong .
positive correlation 0.993 N -
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Note. Y=DTExp X=GDP
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Malaysia DTE and GDP, 2010 - 2017
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I1l. Regression Analysis

« DTE =-75.6 + 0.14GDP

(p Value = 2.6420E-08;

R2 = 0.9986)

« GDP =558.8 + 7.38DTE
(p Value = 2.1214E-10;
R2 = 0.9986)

Dependent Variable =
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V. VAR Model
Test of Stationary,
VAR Model Selection, and
Optimal Lag



VAR Model

Auto-regressive equation:

DTE =3 1vi DTE¢_; +3{ 06; GDPr_; + &,
GDP,=3F ga; DTEs_; +3% ,5;GDPy_; + &




Test of Stationary™

Doy ll ter =M with ted  GDP stationary at 1st. dif.;
trend and intercept (sign.
level 0.05).

« DTE stationary at 2" dif.;
Intercept (sign. level 0.05).

*Note. Augmented Dickey-Fuller Unit Root Test



Unrestricted VAR

 Because of GDP and DTE were stationary at different order,
Unrestricted VAR was applied.

Vi Yi_j Vi
X, X ;|| Vo
4y B _Zt—j_ Vi

*Note. Augmented Dickey-Fuller Unit Root Test
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Optimal Lag

e *Optimal Lag: 2

The use of the Johansen procedure irmipg
Nnuimiber of lags in VAR. The optirmal
wras based on the information criteg
TWATE [ ave Crocder Seloction Critcoria Iy
Endomenous variabhles: OCNCE_SA TP_SA TR_I. PP

F g mis variables:

Rt ey o 8 -1 s ey
o 122 O3FTF NA OGRS - e e e SO IRIHICO
1 331 _3EO6GS IR TR - = -1 S (DA - 15 224883 — S5 _ T
= SeA.TSHS -~ A ARTVRIT — LR — S I S
= ATSO3ITE IS 15189 13, 9SasS ES_SSROS
-3 [{EMDIP. Z(HI 3 S E i PR B LS e ted —1 /A 23T 2 — IS5 O TF2ET X

The optirmns
(eguivaleg

*Note. Akaike information criterion (AIC)






VAR Significant P Value

« GDP lag one (C6) and DTE lag one (C8) significant to
GDP

Interpreting th “value...

Owvervwhelming Evidenc
(Highly Significant)

Strong Eviden

1
2t A

(Not Significant)

No Evidence
(MNot Significant)

-10

Note. Sign. level: 0.05
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VAR Granger Causality Tests



VAR Granger Causality Tests

VAR Granger Causality/Block Exogeneity Wald Tests

Dependent variable: X

Excluded Chi-sq df Prob.
Y 59.22425 2 0.0000
All 59.22425 2 0.0000
Dependent variable: Y
Excluded Chi-sq df Prob.
X 7.390763 2 0.0248
All 7.390763 2 0.0248

Authors’ calculation
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Interpretation VAR Granger Causality

« GDP can Granger cause DTE
« DTE can Granger cause GDP

Mull Hypothess: Praobability

[LMAGRL does not Granger Causce
LNBANG : gPi>. 7814 2 I30DE-O5**=

291077 LURN L E S
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Wald Test



Wald Test

Lags that can cause/ influence DTE:
C(2) = DTE lag two
C(4) = GDP lag two

Note. C(2) & C(4) sign. level 0.05



Wald Test (cont.)

Lags that can cause/ influence GDP:
C(6) = DTE lag one
C(7) = DTE lag two
C(8) = GDP lag one

Note. C(6), C(7) and C(8) sign. level 0.01
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Conclusions

1.Correlation: strong positive correlation.
2.Regression: strong positive relationship
3.VAR Granger cause:

3.1 GDP can Granger cause DTE

3.2 DTE can Granger cause GDP



Conclusions (cont.)

4.Wald test:
4.1 DTE lag two and GDP lag two can influence DTE.

4.2 Meaning DTE lag one and lag two, GDP lag one can
Influence GDP.

5. Moving forward:
5.1 to study “shock” in VAR system; and
5.2 Variance decomposition of GDP and DTE in the future.
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