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Abstract 
  
his study employs a structural vector autoregression (SVAR) 
model to investigate the macroeconomic shocks on Malaysian 
tourism industry, especially how the economy dynamically 

responds to oil price shocks, exchange rates, changes in price level, 
exports, economic growth and tourism income during the study time 
period from January 2001 to December 2012. The results indicate 
that oil price shocks, economic growth, exchange rate, and exports 
have a contemporaneous inverse impact on tourism revenues except 
for consumer price index which has a positive impact. This study 
added instant information to manage tourism industry in Malaysia. 
The findings of the study are useful to implement a number of 
corrective measures for the promotion of tourism in a country. 
Keywords: Oil Price Shocks, Exchange Rate, Inflation, Exports, 
Economic Growth, Tourism Income, SVAR Model, Malaysia. 
JEL Classification: C33, Z32.  

 

1. Introduction 

Recent hikes in the field of tourism has emerged it in the world’s 

rapidly growing industry.  Role of tourism in boosting the country’s 

economic growth remained the topic of inspiring catch ball in the eyes 

of researchers since few decades (Tang, 2011). Captivatingly, 

developing economies of Asia are promoting this sector vastly and 

termed it as “Port in the storm” (Szivas & Riley, 1999) because it not 

only gauge foreign exchange and stimulate infrastructure development 
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but also create employment opportunities for a mixed nature of labour 

force (Liu & Liu, 2008; Tang, 2011). Favouring the same Frederick 

(1993), called tourism industry as heaven for the unskilled and 

uneducated individuals’ of developing economies as it is labour-

intensive industry. All these arguments have made Asian Pacific 

region as the fastest growing tourism region of the world (Singh, 

1997; Tang, 2011). Amongst all Asian countries, according to 

Malaysian Tourism Promotion Board (MTPB), Malaysian tourism 

sector has grown tremendously over the years. According to the 

statistics given by MTPB, only 800,000 tourists visit Malaysia in 

1980, but in 2005 it became the second largest tourist country with 

record 16.4 million tourists (Zain, 2005) and in 2008, 22.1 million 

tourists visit Malaysia (Tang, 2011). Similarly, 25.03 million tourists 

in 2012 are not surprising because it is one of the most prominent 

industries of Malaysian economy.  

Number of the studies on Malaysian tourism can be classified into 

four categories i.e.: 

i) Demand functional analysis of Malaysian tourism (e.g.  

Salleh et al., 2007; Salleh et al., 2008), 

ii) Tourism industry in terms of descriptive analysis (e.g. Liu, 2006; 

Poh-Poh, 1990; Wells, 1982),  

iii) Undeviating or ephemeral impact of tourists on Malaysia (e.g. 

Lean & Smyth, 2009), and  

iv) Convergence of tourism market in Malaysia (e.g. Lean & Smyth, 

2008). 

Despite ample of study on the Malaysian tourism industry, there 

still exist some escapes because how sudden fluctuations in oil prices 

and exports effect on the economy have not been studied frequently. 

Countries that depend on tourism industry (like Malaysia) might 

unevenly expose to sudden fluctuation in the price of oil (Becken & 

Lennox, 2012). This rapid change in the oil prices can harm the 

potential benefits of this industry (Chatziantoniou et al., 2013). On the 

other hand, exports are thought to impact on the country’s economic 

growth for long period of time. Therefore, the present study not only 

focus the literature on economic growth in tourism sector but also 
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review the past studies regarding oil prices effect on economic 

growth.  

 

1.1  Malaysian Tourism Industry: An Overview 

Malaysia, an endowed country with copious natural resources is 

located in the Southeast Asian region. This county is blessed with the 

production of rubber and tin since colonial days and restructured its 

economy after independence. Like other developed countries, now 

Malaysia is also moving from primary manufacturing towards service 

industry.  Captivatingly, tourism is the most profitable service sector 

of Malaysia. Tourism Development Corporation (TDC) was 

established in 1972 to promote Malaysian tourism industry through 

marketing channels. Later TDC was replaced by Malaysian Tourism 

Promotion Board (MTPB) to stimulate further tourists.  

The arrival of international tourists in Malaysia shows an upward 

trend of tourists even during the Asian financial crises in 1997. In 80’s 

TDC worked for the promotion of this industry and got fruitful results 

in attracting international arrivals with foreign exchange. Such 

programs mushroom international tourists from 800,000 in 1980 to 4.8 

million in 1989 with an increased receipts from US $ 2986.6 million 

(1980-85) to US $ 5743.4 million (1985-89).  

Visit Malaysian Year (VMY) campaign was introduced in 1990 to 

further increase the international tourists in Malaysia. This campaign 

enlisted tourism industry amongst top three industries to earn foreign 

exchange after export and manufacturing industries.  From 1989 to 

1990, almost 61% increase has been seen in the receipts and 54% 

increase in the arrival of international tourists. But, unfortunately, due 

to the Persian Gulf War (1990-91), 5.6% decrease is been seen in 

receipts (US $ 1572.3 million) and 21.5% decrease in tourists (5.8 m). 

Later on in 1994 second VMY campaign was introduced to attract 

further tourists which could only generate a growth of 10.7%.  

Once again this industry was affected due to the cholera outbreak 

in Sabah in 1996 with the 5.3% decrease in number of tourists as 

compared to last year (i.e. 7.5 million to 7.1 million). Later on, in 

1997, the situation becomes worst because of series of ailment dengue 

fever in Penang and Coxsackie B viral epidemic in Sarawak. These 

problems were inflated by international media which not only disturb 
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Malaysian tourism industry but also Malaysia Airline (record loss due 

to flight cancellation). Meanwhile, Asian financial crises occur and hit 

Thailand in the mid of 1997 which cause further decline in 

international tourists in Malaysia (-13% in 1997 and -10.8% in 1998). 

In 1998, Malaysia hosted commonwealth games which attract tourist 

from all over the world. A record 43% increase in tourists was noted 

in 1998 as compared to the previous one.  

Commonwealth games accelerate Malaysian tourism industry but 

terrorists attack on World Trade Centre and Pentagon on 11 

September 2011, once again disturb this industry. Because of such 

attacks with in a period of three months of 2011 international visitors 

declined from 9.3 million to 5.9 million. Furthermore, avian flu and 

SARS diseases added fuel to the fire in 2003 with the record lowest 

tourist of the millennium (4.5 million).  

Third campaign of VMY was launched in 2007 to celebrate 

Malaysian 50th spring. As a result an increase of 22.5 million tourists 

visited Malaysia in 2008 as it was 20.9 million in 2007. This third 

campaign remained quite fruitful for the Malaysian tourism industry 

with 25.3 million tourists and 60.6 billion receipts in 2012. This 

enlisted Malaysia as the best tourism destination according to global 

traveller magazine. Figure 1 shows the recent number of tourist 

arrivals and tourism receipts in Malaysia for ready reference. 
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Figure 1: Number of Tourist Arrivals and Receipts to Malaysia 

Source: Ministry of Tourism and Culture of Malaysia (2016). 

 

2. Literature Review  

2.1 Factors Affecting On Tourism Demand 

The relationship between inbound tourism and economic growth is 

widely discussed in tourism literature, while there are number of 

diverse factors that affecting tourism demand in different countries 

context, including energy demand (Qureshi et al., 2017), social 

expenditures (Nassani et al., 2017a), travel and transportation system 

(Khan et al., 2017), growth factors, including trade, FDI inflows, and 

economic growth (Zaman et al., 2017), air quality indicators (Zaman 

et al., 2016), military expenditures (Nassani et al., 2017b), 

biodiversity (Malik et al., 2016), climatic variability (Sajjad et al., 

2014), exchange rate (Shah and Zaman, 2014), etc. These factors 

largely affected inbound tourism that provoked the need of effective 

policy to support economic and environmental activities for 

sustainable development across the globe. Qureshi et al. (2017) 

examined different macroeconomic factors that influenced by inbound 

and outbound tourism activities in a diversified panel of 37 tourists’ 

induced countries and confirmed different economic and 

environmental objectives through which the country may determined 

its tourism infrastructure for broad-based growth. Nassani et al. 

(2017a) surveyed the panel of 16 tourists’ induced countries and 
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examined the impact of different social factors including education, 

health, crime rate, vulnerability, and poverty on inbound tourism and 

supported both the positive and negative outcomes on country’s 

economic growth. Khan et al. (2017) considered the panel of 17 

tourists’ induced countries and examined the impact of travel and 

tourism competitiveness index that largely supported the different 

transportation modes, which affect the tourism demand across 

countries. Zaman et al. (2016; 2017) considered the panel of different 

countries and confirmed the differential impacts of growth factors and 

air quality indicators on tourism demand, which confined the role of 

tourism growth towards environmental sustainability. Nassani et al. 

(2017b) examined the nexus between military expenditures and 

tourism demand in a panel of 18 heterogeneous countries and 

confirmed the tourism led military expenditures hypothesis across 

countries. Malik et al. (2016) examined the impact of tourism demand 

on environmental sustainability and biodiversity loss in the context of 

Austria by using the annual time series data from 1975-2015 and 

confirmed the potential habitat loss due to massive growth of inbound 

tourism in a country.  

The large number of the studies disclosed that tourism is impacted 

by the fluctuations in oil prices. For instance, Becken and Lennox 

(2012) and Yeoman et al. (2007) are in favour of the hypothesis that 

high oil prices negatively impact on tourism. Due to the political 

conditions and uncertainty in commodity markets, oil prices are 

expected to touch to its peak in upcoming years. Favouring the same 

hypothesis, United Nation World Tourism Organization (UNWTO) 

has also noted an inverse relation between oil price and tourism. 

Furthermore UNWTO has also noted that some of the other industries 

are badly affected by the rapid increase in oil prices such as, cruise 

and airline etc. Distinguishing the macroeconomic and microeconomic 

effects of oil prices in oil importing countries (such as under 

observation country Malaysia), Becken (2011) concluded that high oil 

prices leads to inflation and negatively impact on country’s income, 

on the other hand, disposable income is declined by positive oil price 

shocks. Therefore, oil price shocks might have immediate and 

negative impact on tourism industry (Dritsakis, 2004; Nicolau, 2008). 
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Despite of vast pool of different thoughts, there is still need to study 

the effect of oil price and inflation shocks on the countries relying on 

its tourism industry. Chang et al. (2013) conclude that tourism 

industry is influenced by country’s exchange rate, particularly on 

tourism competition, tourism costs, arrival of international travellers, 

bargaining power flanked by foreign and domestic countries, 

organization’s earning and commemoration of such shocks by the 

travellers over long period of time. To support the given arguments, 

Beckmann (2013) has conducted some analysis regarding prices and 

nominal exchange rates. Exchange rate is amongst one of those 

aspects which help a country’s tourism industry to thrive (Blake et al., 

2008). In addition to this, fluctuations in exchange rate effect on the 

overall impact on the tourism price of this industry over time. 

According to Hanafiah et al. (2010) there exists inverse relation 

between exchange rate and tourism demand because, most of the 

tourists having more purchasing power prefer to travel places with low 

purchasing power. For instance, tourists from New Zealand and 

Malaysia to Australia identifies that the memory of tourists of 

exchange rate shocks could diminish in the long run (Yap, 2011). On 

the other hand, it is also observed that lithe exchange rate, under 

normal economic conditions, leads high economic growth (Furceri & 

Zdzienicka, 2011). Table 1 shows the number of additional factors 

that affecting tourism demand across countries.  
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Table 1: Factors Affecting Tourism Demand – A Meta-Analysis 

 

Authors 
Climatic 

Factors 

Disasters 

management 
Prices 

Per 

capita 

income 

Low 

cost 

carrier 

services 

Land 

transport 

cost 

Cultural 

heritage 

Health 

and 

Hygiene 

Safety 
Fai tax 

system 

Political 

and 

economic 

freedom 

Air 

transportation 

capacity 

Stakeholders 

collaboration 

Exchange 

rate 

Zhang and Kulendran 

(2017) 
√ √ √ √           

Tsui (2017)    √ √ √ √         

Joshi et al. (2017)   √    √ √ √      

Cetin et al. (2017)   √       √     

Saha et al. (2017)    √       √    

Tsui et al. (2018)             √   

Jiang and Ritchie 

(2017) 
 √           √  

Khoshnevis Yazdi and 

Khanalizadeh (2017) 
  √ √          √ 

Chen et al. (2017) √              
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2.2 Export-Led Growth and Tourism-Led Growth Model 

Export-led growth (ELG) and tourism-led growth (TLG) models are 

measure the causality between exports, tourism, and economic 

growth. Some of the developed and developing economies have used 

such economic strategies in the past for specific export activities. 

Usually companies producing such specific export activities are 

subsidized by the governments with the expectation to resources to 

finance. Therefore, this model not only generates profits but also 

permit countries to equalize their balances though creating more 

exports and increasing productivity. Analyzing the same model, 

McCombie et al. (1994) avowed that growth rate can be increased by 

exports without deterioration in balance of payment. In similar way, 

tourism industry could play a vital role in ELG model, because it 

would not only maintain the balance of payment but also obtain 

auxiliary resource from abroad. So, tourism industry could give funds 

to disequilibrium to improve the country’s welfare, to enhance firm’s 

competitiveness and smooth the progress of the economies of scale 

among local firms  (Helpman & Krugman, 1985).  

Extending the work of Copeland (1991),  Lanza and Pigliaru 

(2000) and Hazari and Sgro (2004), number of scholars have focused 

on the relationship between tourism industry and economy.  However, 

the relationship between tourism and economic growth is still 

questionable.  

Literature about the relationship support the following four views 

i.e., 

i) Firstly, there is an evidence from the previous literature is that 

country’s economic growth is been led by tourism industry 

(e.g., Tang and Tan, 2015, Hatemi-J, 2016, Brida et al., 2015, 

Zaman et al., 2017, Brida et al., 2016 etc.)  

ii) Secondly, there is argued that economic growth itself is the 

vital factor of enhancing tourism income (e.g., Zaman et al., 

2016, Cárdenas-García et al., 2015 etc.) 

iii) This view in the literature confirmed a bidirectional casual 

association between tourism and economic growth (e.g., 

Khoshnevis-Yazdi et al., 2017, Bilen et al., 2017 etc.). 
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iv) In addition, some of the studies have concluded non-

significant (and no causal) association between the variables 

(e.g., Eugenio-Martín et al., 2004; Katircioglu, 2009).  

Amongst all, tourism led growth is the most rising hypothesis 

which emphasized multi advantages of economic growth because of 

raising tourism income including employment opportunities, 

development of tourism industry as well as other industries related to 

tourism and positive impact on country’s balance of payment.  

This study evaluated the inter-temporal forecasting relationship 

between the variables and analyzes the export-led growth model and 

tourism-led growth models in the context of Malaysia and confirmed 

that both the models strongly interconnected with each other in the 

next 10 years period of time. 

 

3. Data and Methodology Description  

3.1 Data Description  

Monthly data is collected from Data Stream Database covering period 

from January 2001 to December, 2012. Twelve years data with 144 

observations are used for estimation. There are six variables, namely 

oil prices in current US $ million (OP), consumer price index in 

percentage (CPI), exchange rate in terms of US $ (ER), exports in 

current US $ million (EX), gross domestic product in current US $ 

million (GDP) and tourism revenues in current US $ million (TR) are 

used for analysis. All variables are used in natural logarithm. 

  

3.2 Methodology 

Dynamic interaction of variables is examined through oil prices 

shocks, inflation, exchange rates, exports, economic growth with 

Malaysian tourism revenues. The general form of Structural VAR (P) 

is presented in the following:  

 

0 0 1

1

P

t i t t

i

A y C AY 



    (1) 
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where 
ty  is a 1 vector for endogenous variables 

and ( , , , , , )t t t t t t ty OP CPI ER EX GDP TR .  

0A  shows a 6 6 contemporaneous matrix; 
iA are 6 6  autoregressive 

coefficient matrices. 
t  

represents 1 structural disturbance vector 

with zero covariance. The reduced form of equation (1) is shown as:  

 

0
1

P

t i t i t
i

y a B y e


       (2) 

 

where 1 1

0 0 0 0, ,i ia A c B A A   and 1

0 ,t te A  i.e. 
0 .t tA e  te , the 

reduced form errors represent the linear function of structural errors 

t with a covariance matrix i.e. 1 1

0 0[ ] .t tE e e A DA
    

First equation of the model represent for oil price shocks and it 

does not hold any restriction, being treating it in the global 

prospective. Therefore,  impact of oil prices is assumed on all other 

variables of the model but no inverse impact of other variables is 

expected for this variable similar to Chatziantoniou et al. (2013). In 

second equation, consumer price index is assumed to be influenced by 

oil prices. On the one hand, hike on oil price generate inflation in the 

economy and consumable goods and transport factility of tourism 

become expensive. In this way, 
21a  restriction is imposed means 

consumer prices index simultaneously influenced by high oil price. 

However, impact of all  other variables is excluded. Third equation 

represents exchange rate which is contemporeously influenced by oil 

prices, inflation, exports and tourism revenues shocks through 

restrictions 
31a , 

32a , 
34a and 

36a . Considering the high sensitivity of 

exchange market, all variable will simultaneously affect this market 

except GDP. In fourth equation, contemporeous impact of oil price 

and exchange rate shocks are examined through restrictions 
41a  and 

45a on exports. It is sensible that oil price push all the cost channels of 

economy which immediately impact exports, whereas GDP is directly 

linked with export agreements. Hence, the impact of both channels are 

assumed to be most relevant and other channels will affect with pass 
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through effect with lag. Simultaneously impact of oil price and 

exchange rate on GDP is hypothesized in fifth equation. Last and sixth 

equation respresents the impact of model variables on tourism 

revenues. It is assumed that all variables have contemporeous impact 

on tourism revenues through 
61a , 

62a , 
63a 64a and 

65a . 

Turning towards estimation of model, it is necessary to ascertain 

lag-length order and stationarity of variables series. In analysis, all 

variables are seasonally adjusted and used in natural logarithm form in 

level. Information criteria, among other techniques, are commonly 

used by researchers to attain optimal lag length. Largely information 

criteria applied by the researchers are: Akaike information criterion 

(AIC) and Schwarz information criterion (SIC). To select the best lag-

length order, it is suggest by Hall (1989) and Johansen (1992) that it is 

that situation when VAR residuals are not serial correlated. Among 

others, Hall (1991) further explained that low lag length order induce 

to serial correlation problem whereas high lag length order leads to 

create finite sample bias. Taking into account the suggestions of 

previous researchers and finite sample bias, the present study applied 

thirteen lags length order where VAR residuals are serially 

uncorrelated in accordance with Ibrahim (2006). To estimate the 

model after analysing the residuals at different lags, 13 lag is selected. 

On this lag level, the residual are completed free from autocorrelation.   

 

4.  Empirical Findings 

Table 2 applied Augmented Dickey Fuller (ADF) and Phillips-Perron 

Tests for unit root test. All variable series are not found stationary at 

level i.e., I(0), however, after taking first difference, it would become 

stationary i.e., I(1). While estimating the stationary of the variables, a 

problem of unit root is found.   

 
Table 2: Stationary Test for Variables 

 ADF PP 

Variables Level 1st diff Level 1st diff 

OP -1.518 -8.794* -1.455 -8.829* 

CPI -0.165 -8.285* -0.071 -8.285* 
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ER -0.639 -12.148* -0.592 -12.165* 

EX -2.049 -3.780* -1.839 -19.975* 

GDP -1.097 -2.896 -0.893 -5.242* 

TR -1.687 -12.888* -1.233 -15.919* 

* Significant at 1 % level.  

The study simultaneous used seasonal unit root tests with 

breakpoint and presented the results in Table 3 for ready reference.  

 
Table 3: Seasonal Unit Root Tests with Breakpoint 

 Minimize Dickey-Fuller t-statistics 

Variables Level 
Break Date First 

Difference 

Break Date 

OP p>0.050 2005 p<0.050 2005 

CPI    p>0.050 2004   p<0.050 2007 

ER    p>0.050 2005   p<0.050 2006 

EX    p>0.050 2006   p<0.050 2006 

GDP p<0.050 2009   p<0.050 2010 

TR p>0.050 2011 p<0.050 2011 

Note: p<0.050 indicates probability value at significance level of 5% confidence 

interval.  

 

The results of seasonal unit root test by breakpoint confirmed that 

except GDP, the remaining variables, i.e., OP, CPI. ER, EX, and TR is 

differenced stationary variables, while GDP is non-stationary series. 

The different break dates of the respective variables, both at level and 

at their first difference shows wider fluctuations in the real data set, 

which would yield the largest variance among the variable series 

during the period of study.  

The likelihood test of over-identification restriction test shows chi-

square value ( 2  (1) = 1.04) with significance level of 0.31 means that 

the over-identification restrictions cannot be rejected at any 

conventional significance level. Summary of contemporaneous 

coefficients is reported in Table 4.  

 
Table 4: Summary of Contemporaneous Coefficients 

21a
 31a

 32a
 34a

 36a
 41a

 45a
 

-3.1525 

(1.5112) 

2.7511 

(1.8250) 

96.2293 

(68.2819) 

-15.7300 

(17.0362) 

-8.6173 

(6.2777) 

4.5896 

(1.7839) 

-

213.1565 

(15.6931) 
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51a
 53a

 61a
 62a

 63a
 64a

 65a
 

1.3606 

(1.5803) 

89.7237 

(5.5458) 

2.3394 

(2.9350) 

88.5156 

(72.7888) 

10.2934 

(8.7149) 

-23.0618 

(10.7429) 

-49.7873 

(34.4777) 

 

Coefficient 
21a discloses positive impact of oil price on CPI with 

coefficient of -3.1525. It means that one cause of inflation in Malaysia 

is hike in oil prices.  Contemporaneous impact of all variables is 

examined on exchange rates except GDP through
31a ,

32a , 
34a and 

63a because Malaysia is net exporter of goods and services and leading 

countries in tourism. When inflationary trend happens in Malaysia due 

to high oil prices that become the cause of inflation and exchange rate 

is appreciated and negative affected by oil prices and inflation. 

Contrarily, appreciation of currency can influence the competitiveness 

of exports in international market and discourage the tourism. 

Therefore, positive relationship of tourism and export with exchange 

rate is acceptable and reasonable. Contemporaneous impact of oil 

price and GDP is examined through 
41a and

45a on exports. Increase in oil 

price negatively impacts the exports and similar relation found in 

results. Negative impact of oil price on exports is found which 

indicates that higher oil prices discourage the exports due to high cost 

of production, whereas positive impact of GDP is estimated on 

exports which signifies that when GDP increases that promotes the 

exports positively. Restrictions 
51a and 

53a  showed negative impact on 

GDP which is not surprising. Recent higher oil prices are negatively 

impact the cost of production and ultimately to GDP. Therefore, 

government has to depreciate their currency to make their goods 

competitive in the international market.  

Impact of oil price, consumer price index, exchange rate, exports 

and gross domestic product is on tourism revenues through restrictions 

61a , 
62a ,

63a ,
64a  and 

65a . First three restrictions exposed negative 

relationship with tourism revenues. This situation indicates that higher 

oil prices generate inflation in the economy and tourism revenues are 

negatively affected. Contrarily, exports and GDP have demonstrate 

positive impact that means that increase in GDP promotes exports and 
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result in higher tourism revenues. Overall, findings of the study 

revealed that oil price shocks are very critical for Malaysian economy 

and similar findings are suggested by Chatziantoniou et al. (2013). On 

the other hand, GDP and exports are found helpful for tourism in 

Malaysia.  

 

4.1 Impulse Response 

Impulse response function is presented in Figure 2 having similar time 

horizon (24 months). Impulse response and responding variable is 

titled at the top of each graph. The dashed lines in graphs show the 

upper and lower bound of one-standard deviation. Considering the 

symmetry in presentation, similar altitude is used in minimum and 

maximum heights. Confidence interval is applied through 95% Hall 

bootstrap in estimation. First, impact of oil shocks is graphed on CPI, 

ER, EX and TR. Oil prices shocks are showing significant positive 

effect on inflation in early 8 monthly and after that this response 

negative later on but its impact on exchange rate is negative only in 

first 4 month and again this impact become negative significantly 

from 10 month to onward. Response of exports to oil prices is positive 

and significant in early 8 months after than it become negative but 

strength of shock is weak.  
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Fig  

 

Figure 2: Impulse Response Function 

 

Similarly, oil price shock on GDP is positive in early 6 month and 

onward shock is negative but the strength of shock is not significant. 

Oil price shocks on tourism revenues are strongly negative in early 8 

months. Overall, strength of oil price shocks is in early 8 months. 

Impact of inflation (CPI) shocks is observed on exchange rates and 

tourism revenues. Immediate impact of inflation on exchange rate is 

positive and in the 10 month of horizon, it become negative but 

strength is not strong. Similar impact on tourism revenues is observed 

(positive in early 6 months) and in next horizon, it is negative and 

ultimately dies away. Therefore, it can be concluded that inflation has 

no significant influence on tourism revenues.  
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Summarising the results of impulse responses, tourism revenues is 

presenting downfall with some lag period but remain significantly 

negative during early 8 months. It can be concluded that oil price 

impact negatively and significantly to tourism revenues. CPI shock 

influences tourism revenues positively in early 8 months but exchange 

rate shock is significant in early 4 months. Exports are depressing the 

tourism revenues in the same fashion with exchange rates but 

influence of this shock remains up to 10 months. GDP impact is 

negative in the same token. Now study is turning towards policy 

implications.  

 

5. Conclusions 

SVAR model is used to investigate the impact of oil prices, consumer 

price index, exchange rate, exports and gross domestic product on 

tourism revenues in Malaysia. Monthly data is used for analysis for 

the period January, 2001 to December, 2012. The results revealed that 

tourism revenues are negatively influenced by oil prices, exchange 

rates, exports, and gross domestic product except consumer prices 

index that influence positively the tourism revenues.  However, it can 

be concluded that hike in oil prices accelerate inflation that impact 

positively on the nominal value of the tourism revenues. All the 

variables are showing negative impact including oil prices on tourism 

revenues which conjecture that oil prices put a critical burden over 

tourism market. On the basis of significant discussion and robust 

results, the study proposed the following short-term, medium-term, 

and long-term policy implications in the context of Malaysia, i.e., 

i) Short-term policy: It is evident that the quality and cheaper oil has 

a significant important in the country’s profile that resulted in the 

form of higher tourism income. The Malaysian economy is an oil 

dependent country, where the oil prices may affect the tourists’ 

additional income in the form of increase prices of tourism goods 

and transportation costs. The study results confirm the negative 

relationship between oil prices and tourism income that indicates 

the need of cheaper oil to reduce tourist’s transportation and travel 

expenses for sustained country’s economic growth.  
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ii) Medium-term policy: The foreign exchange rates  between the 

country’s currencies is considered one of the viable instrument to 

analyze the tourist’s spending on the current destinations, which is 

influenced by higher differences in the exchange rates between the 

domestic and host country. The study results show the negative 

association between exchange rate and tourism income, which 

provoked the need of stable exchange rates that would helpful to 

the tourists to decide the country’s destination points with stable 

currency exchange.  

iii)  Long-term policy: The impact of inflation on the country’s travel 

and transportation decision is very costly in the sense that it’s 

influenced largely the tourists’ choice to spend their leisure work in 

a country where the prices are stable and consistent over a period of 

time. Although, the current study results depict another side of the 

story, where the higher tourism revenues lead to higher price level 

in a country, which support the ‘welfare impact of inflation’ 

hypothesis in a  country.   

 

Logging and board cost as well as transportation cost significantly 

impact the affordability of tourism and resultantly tourism activities 

are negative influenced. Future research is suggested for ASEAN-5 

countries which are attracting tourists from other Asia countries 

including Australia vis-à-vis European countries.  

 

 

References 

Becken, S. (2011). Oil, the Global Economy and Tourism. Tourism 

Review, 66(3), 65-72.  

Becken, S., & Lennox, J. (2012). Implications of a Long-Term 

Increase in Oil Prices for Tourism. Tourism Management, 33(1), 133-

142. 



Iran. Econ. Rev. Vol. 22, No.4, 2018 / 1131 

 

Beckmann, J. (2013). Nonlinear Adjustment, Purchasing Power Parity 

and the Role of Nominal Exchange Rates and Prices. The North 

American Journal of Economics and Finance, 24, 176-190. 

Bilen, M., Yilanci, V., & Eryüzlü, H. (2017). Tourism Development 

and Economic Growth: a Panel Granger Causality Analysis in the 

Frequency Domain. Current Issues in Tourism, 20(1), 27-32.  

Blake, A., Arbache, J. S., Sinclair, M. T., & Teles, V. (2008). Tourism 

and Poverty Relief. Annals of Tourism Research, 35(1), 107-126. 

Brida, J. G., Cortes-Jimenez, I., & Pulina, M. (2016). Has the 

Tourism-led Growth Hypothesis been validated? A Literature 

Review. Current Issues in Tourism, 19(5), 394-430. 

Brida, J. G., Lanzilotta, B., Pereyra, J. S., & Pizzolon, F. (2015). A 

Nonlinear Approach to the Tourism-led Growth Hypothesis: The Case 

of the MERCOSUR. Current Issues in Tourism, 18(7), 647-666.  

Cárdenas-García, P. J., Sánchez-Rivero, M., & Pulido-Fernández, J. I. 

(2015). Does Tourism Growth Influence Economic 

Development? Journal of Travel Research, 54(2), 206-221. 

Cetin, G., Alrawadieh, Z., Dincer, M. Z., Istanbullu Dincer, F., & 

Ioannides, D. (2017). Willingness to Pay for Tourist Tax in 

Destinations: Empirical Evidence from Istanbul. Economies, 5(2), 21-

31. 

Chatziantoniou, I., Filis, G., Eeckels, B., & Apostolakis, A. (2013). 

Oil Prices, Tourism Income and Economic Growth: A Structural VAR 

Approach for European Mediterranean Countries. Tourism 

Management, 36, 331-341. 

Chen, C. M., Lin, Y. L., & Hsu, C. L. (2017). Does Air Pollution 

Drive Away Tourists? A Case Study of the Sun Moon Lake National 

Scenic Area, Taiwan. Transportation Research Part D: Transport and 

Environment, 53, 398-402. 

Copeland, B. R. (1991). Tourism, Welfare and De-industrialization in 

a Small Open Economy. Economica, 58(232), 515-529. 



1132 / Macroeconomic Shocks and Malaysian Tourism Industry: … 

 

 

Dritsakis, N. (2004). Tourism as a Long-run Economic Growth 

Factor: an Empirical Investigation for Greece Using Causality 

Analysis. Tourism Economics, 10(3), 305-316.  

Eugenio-Martin, J. L., Martín Morales, N., & Scarpa, R. (2004). 

Tourism and Economic Growth in Latin American Countries: A Panel 

Data Approach. FEEM Working Paper, Retrived from 

http://ssrn.com/abstract=504482.  

Frederick, M. (1993). Rural Tourism and Economic 

Development. Economic Development Quarterly, 7(2), 215-224. 

Furceri, D., & Zdzienicka, A. (2011). The Real Effect of Financial 

Crises in the European Transition Economies. Economics of 

Transition, 19(1), 1-25.  

Hall, S. G. (1991). The Effect of Varying Length VAR Models on the 

Maximum Likelihood Estimates of Cointegrating Vectors. Scottish 

Journal of Political Economy, 38(4), 317-323. 

---------- (1989). Practitioners Corner: Maximum Likelihood 

Estimation of Cointegration Vectors: An Example of the Johansen 

Procedure. Oxford Bulletin of Economics and Statistics, 51(2), 213-

218.  

Hatemi-J, A. (2016). On the Tourism-led Growth Hypothesis in the 

UAE: a Bootstrap Approach with Leveraged Adjustments. Applied 

Economics Letters, 23(6), 424-427. 

Hazari, B. R., & Sgro, P. M. (2004). Tourism and Growth in a 

Dynamic Model of Trade. In Tourism, Trade and National Welfare 

(185-195). Bingley, West Yorkshire: Emerald Group Publishing 

Limited. 

Helpman, E., & Krugman, P. R. (1985). Market Structure and Foreign 

Trade: Increasing Returns, Imperfect Competition, and the 

International Economy. Cambridge: MIT press.  

http://ssrn.com/abstract=504482


Iran. Econ. Rev. Vol. 22, No.4, 2018 / 1133 

 

Ibrahim, M. H. (2006). Integration or Segmentation of the Malaysian 

Equity Market: An Analysis of Pre-and Post-capital Controls. Journal 

of the Asia Pacific Economy, 11(4), 424-443. 

Jiang, Y., & Ritchie, B. W. (2017). Disaster Collaboration in Tourism: 

Motives, Impediments and Success Factors. Journal of Hospitality 

and Tourism Management, 31, 70-82. 

Johansen, S. (1992). Testing Weak Exogeneity and the Order of 

Cointegration in UK Money Demand Data. Journal of Policy 

Modelling, 14(3), 313-334. 

Joshi, O., Poudyal, N. C., & Larson, L. R. (2017). The Influence of 

Socio-political, Natural, and Cultural Factors on International Tourism 

Growth: a Cross-country Panel Analysis. Environment, Development 

and Sustainability, 19(3), 825-838. 

Katircioglu, S. T. (2009). Revisiting the Tourism-led-growth 

Hypothesis for Turkey Using the Bounds Test and Johansen Approach 

for Cointegration. Tourism Management, 30(1), 17-20. 

Khan, S. A. R., Qianli, D., SongBo, W., Zaman, K., & Zhang, Y. 

(2017). Travel and Tourism Competitiveness Index: The Impact of Air 

Transportation, Railways Transportation, Travel and Transport 

Services on International Inbound and Outbound Tourism. Journal of 

Air Transport Management, 58, 125-134. 

Khoshnevis Yazdi, S., Homa Salehi, K., & Soheilzad, M. (2017). The 

Relationship between Tourism, Foreign Direct Investment and 

Economic Growth: Evidence from Iran. Current Issues in 

Tourism, 20(1), 15-26.  

Khoshnevis Yazdi, S., & Khanalizadeh, B. (2017). Tourism Demand: 

a Panel Data Approach. Current Issues in Tourism, 20(8), 787-800. 

Lean, H. H., & Smyth, R. (2009). Asian Financial Crisis, Avian Flu 

and Terrorist Threats: Are Shocks to Malaysian Tourist Arrivals 

Permanent or Transitory? Asia Pacific Journal of Tourism 

Research, 14(3), 301-321. 



1134 / Macroeconomic Shocks and Malaysian Tourism Industry: … 

 

 

---------- (2008). Are Malaysia's Tourism Markets Converging? 

Evidence from Univariate and Panel Unit Root Tests with Structural 

Breaks. Tourism Economics, 14(1), 97-112. 

Liu, A., & Liu, H. H. J. (2008). Tourism Employment Issues in 

Malaysia. Journal of Human Resources in Hospitality & 

Tourism, 7(2), 163-179. 

Liu, A. (2006). Tourism in Rural Areas: Kedah, Malaysia. Tourism 

Management, 27(5), 878-889. 

Malik, M. A. S., Shah, S. A., & Zaman, K. (2016). Tourism in 

Austria: Biodiversity, Environmental Sustainability, and Growth 

Issues. Environmental Science and Pollution Research, 23(23), 24178-

24194. 

McCombie, J, S, L., Thirlwall, A, P., & Thompson, P. (1994). 

Economic Growth and the Balance-of-payments Constraint.  

New York: St. Martin's Press. 

Ministry of Tourism and Culture of Malaysia. (2016). Malaysia 

Tourism Statistics in Brief. Retrieved from 

 http://www.tourism.gov.my/statistics. 

Nassani, A. A., Aldakhil, A. M., Abro, M. M. Q., & Zaman, K 

(2017a). Effective International Tourism Management: A Strategic 

Approach. Social Indicators Research, 137, 1207-1224. 

Nassani, A. A., Zaman, K., Aldakhil, A. M., & Abro, M. M. Q. 

(2017b). War Economy and Pleasure: Assessing the Effects of 

Military Expenditure on Tourism Growth. Quality & Quantity, 51(4), 

1733-1754. 

Nicolau, J. L. (2008). Characterizing Tourist Sensitivity to 

Distance. Journal of Travel Research, 47(1), 43-52. 

Poh-Poh, W. (1990). Coastal Resources Management: Tourism in 

Peninsular Malaysia. ASEAN Economic Bulletin, 7(2), 213-221. 



Iran. Econ. Rev. Vol. 22, No.4, 2018 / 1135 

 

Qureshi, M. I., Hassan, M. A., Hishan, S. S., Rasli, A. M., & Zaman, 

K. (2017). Dynamic Linkages between Sustainable Tourism, Energy, 

Health and Wealth: Evidence from Top 80 International Tourist 

Destination Cities in 37 Countries. Journal of Cleaner Production, 

158, 143-155. 

Sajjad, F., Noreen, U., & Zaman, K. (2014). Climate Change and Air 

Pollution Jointly Creating Nightmare for Tourism 

Industry. Environmental Science and Pollution Research, 21(21), 

12403-12418. 

Saha, S., Su, J. J., & Campbell, N. (2017). Does Political and 

Economic Freedom Matter for Inbound Tourism? A Cross-national 

Panel Data Estimation. Journal of Travel Research, 56(2), 221-234. 

Salleh, N. H. M., Othman, R., & Ramachandran, S. (2007). 

Malaysia’s Tourism Demand from Selected Countries: The ARDL 

Approach to Cointegration. International Journal of Economics and 

Management, 1(3), 345-363.  

Salleh, N. H. M., Siong-Hook, L., Ramachandran, S., Shuib, A., & 

Noor, Z. M. (2008). Asian Tourism Demand for Malaysia: A Bound 

Test Approach. Contemporary Management Research, 4(4), 351-368.  

Shah, I. A., & Zaman, K. (2014). Exploring the Relationship between 

Tourism Development, Economic Growth and Exchange Rate in 

Oman. South Asian Journal of Tourism and Heritage, 7(1), 29-51. 

Singh, A. (1997). Asia Pacific Tourism Industry: Current Trends and 

Future Outlook. Asia Pacific Journal of Tourism Research, 2(1), 89-

99. 

Szivas, E., & Riley, M. (1999). Tourism Employment during 

Economic Transition. Annals of Tourism Research, 26(4), 747-771. 

Tang, C. F., & Tan, E. C. (2015). Does Tourism Effectively Stimulate 

Malaysia's Economic Growth? Tourism Management, 46, 158-163. 

Tang, C. F. (2011). Old Wine in New Bottles: Are Malaysia's Tourism 

Markets Converging? Asia Pacific Journal of Tourism 

Research, 16(3), 263-272. 



1136 / Macroeconomic Shocks and Malaysian Tourism Industry: … 

 

 

Tsui, K. W. H. (2017). Does a Low-cost Carrier Lead the Domestic 

Tourism Demand and Growth of New Zealand? Tourism 

Management, 60, 390-403. 

Tsui, K. W. H., Yuen, A. C. L., & Fung, M. K. Y. (2018). Maintaining 

Competitiveness of Aviation Hub: Empirical Evidence of Visitors to 

China via Hong Kong by Air Transport. Current Issues in Tourism, 

21(11), 1260-1284. 

Wells, R. J. G. (1982). Tourism Planning in a Presently Developing 

Country: the Case of Malaysia. Tourism Management, 3(2), 98-107.  

Yap, G. (2011). Modelling the Spillover Effects of Exchange Rates on 

Australia's Inbound Tourism Growth. SSRN, Retrived from 

 https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1789645. 

Yeoman, I., Lennon, J. J., Blake, A., Galt, M., Greenwood, C., & 

McMahon-Beattie, U. (2007). Oil Depletion: What Does This Mean 

for Scottish Tourism? Tourism Management, 28(5), 1354-1365. 

Zain, Y. (2005). Malaysia Second Most Visited. New Straits Times,  

22-23.  

Zaman, K., Moemen, M. A. E., & Islam, T. (2017). Dynamic 

Linkages between Tourism Transportation Expenditures, Carbon 

Dioxide Emission, Energy Consumption and Growth Factors: 

Evidence from the Transition Economies. Current Issues in Tourism, 

20(16), 1720-1735. 

Zaman, K., Shahbaz, M., Loganathan, N., & Raza, S. A. (2016). 

Tourism Development, Energy Consumption and Environmental 

Kuznets Curve: Trivariate Analysis in the Panel of Developed and 

Developing Countries. Tourism Management, 54, 275-283. 

Zhang, H. Q., & Kulendran, N. (2017). The Impact of Climate 

Variables on Seasonal Variation in Hong Kong Inbound Tourism 

Demand. Journal of Travel Research, 56(1), 94-107. 

 


