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Abstract— For the long journey of Thai’s economy, tourism
sector is one of the major source of revenue even in the period of
crisis or in the midst of the turbulence time. Especially, in the
past two decades, the major economic factors including exchange
rate, economic growth and political condition become more
volatile but the foreign tourism revenue still growing with
positive trend. Therefore, the objective of this paper is to explore
the impacts of the changing in macroeconomic factors on foreign
tourism revenue and sector output in Thailand after the financial
crisis in 1997. In order to achieve the objective, the analytic
framework was set up based on the estimation of behavioral
equation and the calculation of input-output table. For the first
step, the behavioral equation of foreign tourism revenue was
specified and estimated by OLS together with the Engle and
Granger cointegration test. Based on the annual data during
1998-2013, foreign tourists income, Thai’s economic growth,
exchange rate (Baht:US dollar), trade openness, number of
foreign tourists and political condition were determined the
foreign tourism revenue with statistically significance and also
satisfied the long-run relationship concept. After the estimation
of the behavioral equation, for the second step, the 2005 input-
output table of Thai economy was employed to calculate the final
demand and sectoral output in 180 sectors. A bridge matrix was
computed to distribute the aggregate foreign tourism revenue
into the sectoral foreign tourism revenue. The sectoral revenue
and the Leontief’s inverse matrix were used to calculate the final
output. Then, the final step is the simulation of the impact of the
changing in macroeconomic variables, including exchange rate,
Thai’s economic growth and political condition, on sectoral
output. Based on the simulation for the various scenarios, the
results indicate that the political instability is the major
macroeconomic variable which contributes the highest negative
impact on foreign tourism revenue and sectoral output. For the
changing in exchange rate (Baht: US dollar) and in economic
growth, these two variables generate a slice impact on foreign
tourism revenue and sectoral output. Therefore, the tourism
authorities of Thailand should promote confidence of the tourist
during the period of political instability in order to relief the
negative impact on Thai’s economy.
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I. Introduction

For the long journey of Thai’s economy, tourism
sector is one of the major sources of revenue even in the
period of crisis or in the midst of the turbulence time.
Especially, in the past two decades, the major economic
factors including exchange rate, economic growth and political
condition become more volatile but the foreign tourism
revenue still growing with positive trend. Therefore, the
objective of this paper is to explore the impacts of the
changing in macroeconomic factors on foreign tourism
revenue and sector output in Thailand after the financial crisis
in 1997.

I1. Model and Methodology

First, In order to achieve the objective, the analytic
framework was set up based on the estimation of behavioral
equation and the calculation of input-output table. For the first
step, the behavioral equation of foreign tourism revenue was
specified and estimated by OLS together with the Engle and
Granger cointegration test. Following the empirical works of
Protomo (2002), Naude and Saaymand (2004), Algier and
Kanellopoulou (2009), Settanah (2011), Hankfaih, Harun and
Jamaluddin (2011), Ibrahim (2011), Tsangari and Haritin
(2012), the macroeconomic factors which are determined the
foreign tourism revenue are;

TR =f (PY, EX, OP, NT, GR, SA, TR(-1)) 1)

where TR is foreign tourism revenue (US$), EX is
exchange rate (baht per USS$), PY is world’s GDP per capita
(US$), OP is trade openness (%), NT is number of foreign
tourists (thousand person), GR is Thai’s real GDP growth and
SA is dummy of political condition (SA = 0, when political is
in stability condition and SA = 1 when political is in instability
condition).

Equation (1) will be estimated by applying OLS
method and employing cointegration test in order to avoid the
problem of spurious regression.
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After the estimation of the behavioral equation, for
the second step, the 2005 input-output table of Thai economy
was employed to calculate the final demand and sectoral
output in 180 sectors. A bridge matrix was computed to
distribute the aggregate foreign tourism revenue into the
sectoral foreign tourism revenue. The sectoral revenue and the
Leontief’s inverse matrix were used to calculate the final
output. Then, the final step is the simulation of the impact of
the changing in macroeconomic variables, including exchange
rate, Thai’s economic growth and political condition, on
sectoral output.

II1. Results

Based on the annual data during 1998-2013, KPSS statistic
in Table 1 indicates that all of variable in equation (1) are I(1).
Therefore, the cointegration test is requested before the
estimated result in Table 2 is applied for policy implication.
The KPSS statistic of the estimated error is 0.121668, which is
smaller than the critical value at 0.05 significant level. Thus,
the estimated result in Table 2 represents the long-run
relationship among TR and macroeconomic factors. The result
indicated that foreign tourists income, Thai’s economic
growth, exchange rate (Baht:US dollar), trade openness,
number of foreign tourists and political condition were
determined the foreign tourism revenue with statistically
significance.

Based on the simulation for the various scenarios, the
results indicate that the political instability is the major
macroeconomic variable which contributes the highest
negative impact on foreign tourism revenue and sectoral
output. For the changing in exchange rate (Baht: US dollar)
and in economic growth, these two variables generate a slice
impact on foreign tourism revenue and sectoral output.

Tablel: KPSS statistic

Null Hypothesis: Variable is stationary

Vanable At level First Difference Conclusion
TR 0.190205** 01609524+ I(1)
PY 0.136703* 0.251393+ I(1)
EX 0.375042%* 0.401965++ I(1)
oP 0.163249** 0.500000++ I(1)

N1 0.178462%* 0.401863++ I(1)
GR 0.130511* 0.236721++ I{1)

“#%% Reject Null Hypothesis at 0.1 o
** Reject Null Hypothesis at 0.05

* Reject Null Hypothesis at 0.01

+++ Accept Null Hypothesis at 0.1

++ Accept Null Hypothesis at 0,05

+ Accept Null Hypothesis at 0.01
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Table2: Estimated Result
Dependent Variable: TR

IV. Conclusion.

Based on the results, foreign tourism revenue determined
by macroeconomic factors especially the role of political
condition. Therefore, the tourism authorities of Thailand
should promote confidence of the tourist during the period of
political instability in order to relief the negative impact on
Thai’s economy.
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