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Do We Really Need the Tourism Demand Models?

Soo-Won MO*

Abstract

The main purpose of this paper is to estimate the various tourism demand models
and compare their explanatory power with that of the simple broken trend line. It is
well known that tourism demand is responsive to such variables as income, relative
prices and exchange rates. A voluminous literature tend to model the tourism demand
using the price variable including exchange rate and the income variable such as GDP
and industrial production index. Few study, however, analyse the fitness of those
structural models in details. This paper, hence, introduces five structural models and
simple broken trend line. The structural models include tourism demand, exchange rate,
industrial production, and dummy variables representing seasonal fluctuations, foreign
exchange crisis, SARS and global financial crisis. The estimation results show that there
is no great difference among four structural models the gap among three models is very
small. The thing is that the very simple broken trend line fits the tourism demand very
closely. This means that it may not be necessary to model and estimate the complicate
structural model composed of the economic variables and dummy variables to forecast

the tourism demand.

Keywords: Exchange rate, industrial production, residual, seasonal dummy
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