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Thesis Summary

The purpose of this study is to develop econometric models to better understand the economic factors
affecting inbound tourist flows from each of six origin countries that contribute to Hong Kong’s international
tourism demand. To this end, we test alternative cointegration and error correction approaches to examine

the economic determinants of tourist flows to Hong Kong, and to produce accurate econometric forecasts
of inbound tourism demand.

Our empirical findings show that permanent income is the most significant determinant of tourism demand
in all models. The variables of own price, weighted substitute prices, trade volume, the share price index
(as an indicator of changes in wealth in origin countries), and a dummy variable representing the Beijing
incident (1989) are also found to be important determinants for some origin countries. The average long-
run income and own price elasticity was measured at 2.66 and — 1.02, respectively.

It was hypothesised that permanent income is a better explanatory variable of long-haul tourism demand

~ -than current income. A novel approach (grid search process) has been used to empirically derive the

weights to be attached to the lagged income variable for estimating permanent income. The results
Indicate that permanent income, estimated with empirically determined relatively small weighting factors,
was capable of producing better results than the current income variable in explaining long-haul tourism
demand.This finding suggests that the use of current income in previous empirical tourism demand
studies may have produced inaccurate results. The share price index, as a measure of wealth, was also
found to be significant in two models. Studies of tourism demand rarely include wealth as an explanatory
variable. The results in this study indicate that wealth should be included as a possible determinant in

forecasting long-haul tourism demand. However, finding a satisfactory proxy for wealth common to
different countries is problematic.

This study indicates that the ECM (Error Correction Models) based on the Engle-Granger (1987) approach
produce more accurate forecasts than ECM based on Pesaran and Shin (1998) and Johansen
(1988,1991,1995) approaches for all of the long-haul markets and Japan. Overall, ECM produce better

forecasts than the OLS, ARIMA and NAIVE models, indicating the superiority of the application of a
cointegration approach for tourism demand forecasting.

The results show that permanent income is the most important explanatory variable for tourism demand
from all countries but there are substantial variations between countries with the long-run elasticity ranging
between 1.1 for the U.S. and 5.3 for U.K. Price is the next most important variable with the long-run
elasticities ranging between -0.8 for Japan and -1.3 for Germany and short-run elasticities ranging
between -0.4 for Germany and -0.7 for Taiwan. The fastest growing market is Mainland China. The
findings have implications for policies and strategies on investment, marketing promotion and pricing.
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Chapter 1: Background, Objectives and Organisation of Thesis

1.1 Background

Tourism carries not only socio-psychological and political significance for Hong Kong but also provides it
with considerable economic benefits. According to the World Tourism Organisation (WTO), tourism is
the world’s largest and fastest growing industry within the global economy (Lundberg et al., 1995). In
1998, the tourist industry ranked first among various groups of worldwide exports, above petroleum,
automobiles and chemical goods. By definition, the study of tourism is the sum of the phenomena and
relationships arising from the interaction of tourists, business suppliers, host governments and host

communities in the process of attracting and hosting these tourists and other visitors (Goeldner et al.

2000).

Due to the complexity and diversity of the tourism industry, its study must utilise knowledge of various

disciplines to expand and enhance the understanding of the phenomena. A considerable number of
disciplines were and are still engaged in tourism analysis, the principal ones being anthropology,
ecology, economics, geography, politics, social psychology and sociology. Among various disciplines
that contribute to the study of tourism, economics covers rational behaviour and market exchange of

human activities (Hirshelifer, 1988). Economists who study tourism are concerned with investigating the

effects of the supply and demand of tourism, the balance of payments and foreign exchanges of tourism,

the employment created by tourism, and the expenditure multiplier of tourism over the past few

decades.

Hong Kong is one of the most tourism-oriented economies in the world (Kwong, 1997). Since 1960,

Hong Kong has been classified as a ‘tourist country' in East Asia and the Pacific (EAP) region by the

WTO. In 2000, more than 13 million people, the equivalent of twice the population of Hong Kong, visited
the Special Administration Region of Hong Kong (HKSAR), placing demands on its tourist services, and
spending almost US$7.9 billion (around 5% of GDP). On 2™ November 1999, the Chief Executive of

Hong Kong announced that an agreement had been reached to build a Disney theme park and resort at

Penoy's Bay, Hong Kong, indicating a new era of international tourism in the HKSAR.

One of the management problems that is impeding the growth of Hong Kong’s tourism industry, and
thus hindering its contribution to the economy, is the inadequate understanding of the determinants of
international tourist flows into Hong Kong, and the absence of a robust model for forecasting tourism

demand. It is possible that this has led to poor forecasting and inefficient resource planning in tourist-

related industries over the past few decades.



Two major reasons that accurate estimates of determinants of tourism demand are necessary,
according to Quayson and Var (1982), are: (1) the public and private tourism sectors require meaningful
estimates of tourism demand in order to ensure the efficient allocation of scarce resources, and (2) the
estimates of demand elasticity to provide worthwhile information for economic decision making. In
addition, Song and Wong (2003) indicated that a good understanding of what determines the demand
for Hong Kong tourism can help policy makers formulate strategies to increase the competitiveness of
the Hong Kong tourism industry. In the context of tourism demand forecasting, Archer (1994) notes that
managers must generate forecasts to undertake strategic planning. He also stresses that the quality of
management's decisions for resource allocation also depends on the accuracy of the forecast.
Moreover, Witt and Witt (1995) indicated that accuracy is particularly important when forecasting
tourism demand on account of the perishable nature of the product. Given the perishability of the

tourism product, it is important to generate more reliable estimates of demand elasticity and to make

more accurate future demand forecasts to enable tourist-related industries to better produce their short

and long-term development plans.

1.2 Objectives of Study

Researchers and practitioners in the field of tourism demand estimation and forecasting suggested that
a combination of descriptive and quantitative approaches might be more appropriate for modelling and
forecasting tourism demand. However, very few quantitative studies have investigated the underlying
factors that contribute to the international tourism demand in Hong Kong. The purpose of this study is to
re-examine the economic determinants of international tourist flows into Hong Kong and to build a
robust econometric forecasting model for the demand for tourism, based on the alternative cointegration

and error correction approaches. Charemza and Deadman (1992) note that cointegration analysis in
time series econometrics was introduced in the late-1980s, and has been regarded by many

researchers as the most important recent advances in econometric methodology. Cointegration
analysis, its relationship to ECMs and its use in conjunction with Hendry-type testing down procedures

are thought to be the more advanced econometric techniques within the context of tourism demand

analysis by many practitioners.

The objectives of this study are as follows:

1. To develop econometric models to measure inbound tourist flows from each of six main origin
countries that contribute to tourism demand in Hong Kong, to re-examine the economic
determinants of inbound tourist flows to Hong Kong in a combination of descriptive and
quantitative approach, and to produce an accurate econometric forecast of the inbound tourism

demand. For tourism demand modellers and forecasters, correctly identifying the determinants
2




of tourism demand and appropriately specifying the tourism demand models are crucial for the

generation of accurate forecasts of future tourism demand.

To evaluate the overall statistical significance of a new economic variable and new estimation
procedures of income and price variables in tourism demand models. The new economic
variable is the share price variable and the new estimation procedure for the income variable is
the grid search process of the permanent income variable. Those variables are used to test the
effect of permanent income and asset wealth within the framework of permanent income-life
cycle hypothesis in the tourism demand model. The new estimation procedure for the substitute
price variable is the rival search process of the weighted substitute price variable. This
procedure aims to identify the nature of competition among the selected alternative destinations
based on statistical evidence in order to re-examine the role of substitute price in the tourism
demand model. The new variable and the above new estimation procedures are designed to
investigate whether or not incorporating the new variable of the share price and the new
estimation procedures of permanent income and weighted substitute price variable could

improve the reliability of parameter estimates and the overall significance of economic

determinants in tourism demand models.

To compare the empirical results of the estimated tourism demand models for each of six origin

countries, based not only on the Engle-Granger (1987) residual-based approach, the Johansen
(1988, 1991, 1995) and Johansen and Jusselius (1990 and 1992) maximum likelihood
approach of cointegration analysis, both of which commonly appear in literature, but also the
Pesaran and Shin (1998) autoregressive distributed lagged modelling approach. The latter is
particularly worthwhile to this study because the results of the ADF unit root test (discussed in

Chapter 6) demonstrate that there exists difficulty in identifying the same order of integration for

all of the underlying variables in tourism demand models of the United States, Japan and China.

To conduct an evaluation of the forecasting performance of five selected alternative

econometric models. These econometric models are developed on the basis of the
Engle-Granger (1987), Johansen (1988, 1991, 1995) Case 2 {(refer to the VAR models with
restricted intercepts and no trends, Ch.7, Pesaran and Pesaran (1997))}, Johansen (1988, 1991,
1995) Case 3 {( refer to the VAR models with unrestricted intercepts and no trends, Ch. 7,
Pesaran and Pesaran (1997))} and Pesaran and Shin (1998) approaches, as well as a
traditional static OLS approach. The preferred econometric models, selected based on minima!

forecasting errors, are further compared with the ARIMA and the benchmark NAIVE models to



investigate whether the econometric models could generate more accurate forecasts than

time-series models and benchmark NAIVE models.

5. To apply the preferred econometric models in order to produce an econometric forecast for the
tourism demand from each country of origin over the period from 2000 to 2004 under alternative

scenario assumptions. Since the forecasting errors of the explanatory variables increase with

respect to the length of the forecasting horizon, we have set a five-year period as the maximum

time possible to forecast tourism demand.

6. To assess the economic implications for the tourist-related industry with respect to both
descriptive analysis of tourism demand and the quantitative findings of demand elasticity for the
selected economic determinants. These elasticity estimates are used to assess the effect of a
variety of business strategies and public policy options, including pricing strategies of hotels and
airlines, with respect to each of the origin countries. A combination of descriptive and

quantitative analysis of tourism demand can substantiate our understandings of inbound tourist

behaviour and the nature of the international tourism demand in Hong Kong.

To contribute to the empirical literature on tourism demand estimation and forecasting and to

provide relevant information for both tourist-related industry and the government bodies of Hong

Kong. The contribution of this research is threefold. First, it is the first study to provide
comprehensive evidence to the empirical literature on tourism demand estimation and
forecasting in supporting the superiority of the permanent income-life cycle approach as an
alternative to the popular current income approach, when modelling income and wealth effect in

tourism demand equation. Second, it provides evidence to support the application of ECMs

based on alternative cointegration approaches to estimate the parameters of the economic
determinants of tourism demand and to produce accurate tourism demand forecasts. Third, the
qualitative and quantitative findings of international tourism demand in this research provide a

source of relevant information for the tourist-related industry and government bodies to assess

the effects of a variety of business and public policy options, and assists in allocating tourism

resources.
1.3 Organisation of Thesis

This thesis contains ten chapters.

Chapter 1 introduces the thesis.



Chapter 2 analyses the trend of tourism demand Worldwide, and regionally in East Asia and the Pacific.

This chapter also focuses on the importance of Hong Kong's tourism trade within a regional and

international context.

Chapter 3 presents a descriptive analysis of tourism demand in Hong Kong over the period from 1939 to
2001. This analysis examines the growth trends of tourism demand in Hong Kong, the analysis of
economic determinants on tourism demand, the contribution of tourism to the Hong Kong economy, and
the characteristics of inbound international tourist flows to the Hong Kong. In particular, we attempt to

identify the dummy variables for any special events, political disturbances and policy changes over the

past four decades that have impacts on tourist arrivals.

Chapter 4 reviews a selection of tourism demand studies from across the world. We focus on the review
of studies that examine inbound tourism demand using applications that are among the most advanced
econometric techniques and, in particular, on using cointegration and error correction approaches. We

also include a critical appraisal of previous studies to indicate any existing gaps of knowledge in the

guantitative modelling of tourism demand. As the focus of the relevant tourism demand studies is varied,
the review of studies on the evaluation of relative forecasting performance of tourism demand models

wili be presented independently in Chapter 9. Finally, in Appendix A, we present a summary of review of

selected tourism demand studies prior to 1990.

Chapter 5 discusses the research methods and procedures used in developing econometric models to
study international tourism demand in Hong Kong. In this chapter, we thoroughly explore the merits of
introducing the new economic variable of the share price, applying new estimation procedures of the
permanent income variable (grid search process) within the context of the theory of Permanent
income-Life Cycle Hypothesis and the weighted substitute price variable (rival search process) in the
development of our tourism demand models. As well, we evaluate the conceptual superiority of applying

the Pesaran and Shin (1998) approach as an alternative to popular cointegration approaches. Finally,

we outline both the procedures for evaluating the relative forecasting performance of the seven selected

forecasting models and scenario forecasting of tourism demand for the period from 2000 to 2004.

The purpose of both Chapters 6 and 7 is to present and analyse the empirical results of tourism demand
models based on the alternative cointegration and error correction approaches for each of six major
countries of origin. In Chapter 6, we present and analyse the empirical results of the tourism demand
models, based on the Engle-Granger (1987) and Johansen (1998, 1991, 1995) Case 3 models. As the
procedures involved in cointegration analysis are different among the various approaches, we present

the results of the Pesaran and Shin (1998) approach separately in Chapter 7. The summaries of



empirical results of diagnostic tests for the choice of the functional form, the diagnostic statistics for the
preferred ECM and the empirical results of Dickey-Fuller (1981) time trend test for unit root are

presented in Appendices C, D, and F respectively.

Chapter 8 summarises and compares the results of the estimated demand elasticity of selected

economic determinants, based on the models derived from the Engle-Granger (1987), Johansen

(1988,1991,1995), Cases 2 and 3, and Pesaran and Shin (1998) procedures. In this chapter, we assess

the economic and policy implications with regard to tourist-related industries, from the estimated income,

own price, substitute price, share price and trade volume elasticity measures.

Chapter 9 evaluates the forecasting accuracy of econometric models based on the three alternative
cointegration approaches and OLS approach, in the context of the international tourism demand in Hong
Kong. In addition, the forecasting accuracy of the five econometric models is evaluated using the ARIMA
and NAIVE models as benchmark for comparison purposes. We first evaluate separately the rankings of

the seven forecasting models and five econometric models over five different time horizons. Once
ranked, we select the preferred econometric models on the basis of those estimation procedures with

the smallest forecasting errors for each of the six countries of origin to produce ex-ante tourism demand

forecasts. Finally, using the assumptions of most-likely scenario and other alternative scenarios for each

of the six origin counﬁtries over the period from 2000 to 2004, we present the results of the scenario

forecast of tourism demand.

Chapter 10 is the summary of the research findings of the study, and includes the discussion of results
and conclusions of our research objectives, policy implications, recommendations, and the concluding

remarks. In this chapter, we also discuss the limitations of this research and identify some possible

areas for future research.



Chapter 2 Growth of World and East Asia and Pacific Tourism Demand and
Hong Kong International Tourism

2.1 Introduction

The purpose of this chapter is to analyse the development and growth pattern of worldwide and East
Asia and the Pacific (EAP) regional tourism demand for the period of 1950-2000. In particular, we aim
to investigate any disturbances that cause Worldwide and EAP regional tourism demand to fluctuate
over the past five decades. In addition, in this chapter, we will examine the position of Hong Kong
international tourism played in the context of Worldwide and EAP regional tourism and investigate the

changing role of Hong Kong's international tourism with respect to the structural change of Hong

Kong's economy.

The chapter is organised as follows. In the second section we define the terms of international
tourism and explain the definitions of terms used in this research. In the third and fourth sections, we
analyse the trends of worldwide and EAP regional tourism demand between the period 1950-2000
and present the' EAP regional tourism analysis, respectively. In the fifth section, we analyse the
leading position of Hong Kong's tourism in the context of Worldwide and regiona! tourism and in the
sixth section, we investigated the changing role of Hong Kong tourism with respect to the structural

change of Hong Kong's economy since the mid-1980s. Finally, in the chapter summary, we highlight

our key observations.

2.2 Definition of International Tourism, Terms in the study and Sources of Data
According to the definition of the World Tourism Organisation (WTO), the term ‘tourism’ is used to

describe the activities of persons travelling to and staying in places outside their usual environment

for not more than one consecutive year for leisure, business and other purposes. International tourism

constitutes the temporary short-term movement of people to a country other than the one in which

they normally live and work.

A visitor Is any person who travels to a place outside his or her usual environment for a period not

exceeding twelve months, and whose main purpose of their visit is anything other than the exercise of

an activity that is remunerative. This covers two classes of visitors: ‘tourists’ and ‘excursionists’.

Tourists can be further categorised as ‘international tourists’ and ‘domestic tourists’. ‘International
tourists’ are temporary visitors who stay for at least 24 hours in the country (not their own) visited. The
purpose of an international tourist's visit can be classified under one of the following: (1) for reasons
of business or family, a visiting mission or a meeting, (2) for reasons of leisure (recreation, holiday,

health, study or religious purposes). Some countries include an upper limit to a visitor's length of stay,
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for example three months. This is normally the length time stated on a tourist visa or other permit
granted to a visitor. A ‘domestic tourist', as defined by the World Tourism Organisation (WTQ) is “any
resident of the country”, national or not, who travels from his/her place of residence to another place
within the same country, who stays for at least one night for activities other than those that are

remunerative. Finally, ‘excursionists’ are temporary visitors who stay for less than 24 hours in the

country they are visiting.

According to the definition of the Hong Kong Tourist Association (HKTA), both tourists and
excursionists are classified as ‘civilian visitors'. In this research, the term ‘tourist’ will be used in the
place of ‘civilian visitor’, and will include both tourists and excursionists. The term ‘traveller’ will be

used to denote a wider group, including tourists, service visitors, transit passengers and aircrew

members.

The term tourist can be further categorised into three groﬁ:ps: outbound tourists (local residents),
inbound tourists (international visitors) and domestic tourists (local residents). In this study, we will
focus on the behaviour of inbound tourists. As such, in this research, the term ‘“tourist’ refers to

inbound international tourists, and the term 'tourism demand’ refers to the flow of international tourists

to Hong Kong.

The term ‘destination’ connotes a country, region or city to which visitors travel as their main objective.

In this research, the country, region or city in which a visitor ordinarily lives is referred to as the

'source market’, the ‘generating’ country, ‘origin country’, or the ‘tourist origin country'.

The definition of the term ‘tourist industry’ in Hong Kong is problematic, because most ‘tourist
enterprises’, such as restaurants and entertainment venues, are also available to local residents,

which means that both local residents and tourists alike purchase goods and services from these

businesses.

In general, one can distinguish for study three kinds of demand for international tourism. In the
transportation field, ‘international travel' is defined as the demand for transportation between
countries. In the tourist industry, ‘international travel' refers to the goods and services acquired at the

point of destination. Alternatively, ‘international travel’ often refers to “the visitor arrivals at the frontier

of the destination”.

The definition of tourism demand currently lacks uniformity. It requires clarity first by categorising the
various studies of international tourism. For Hong Kong, international tourism can be further

separated into two specific categories: a ‘long-haul market’ category, which refers to tourists arriving



from Australia, New Zealand, the United States, Canada, Europe, Africa and the Middle East; and a
‘short-haul market’, which refers to tourists arriving from the People’s Republic of China, Taiwan,
Japan and South-east Asia. In this study, we have selected the United States, the United Kingdom
and Germany as our major long-haul markets, and China, Taiwan and Japan as our major short-haul

markets. These markets accounted for more than 72% of the total visitor arrivals in Hong Kong over

the period of study.

The definition of East Asia and the Pacific region is classified by the WTO as China, Hong Kong,
China, Japan, Korea, D.P. Rep, Republic of Korea, Macao, Mongolia, Taiwan, Brunei, Darussalam,
Cambodia, Indonesia, Laos, Malaysia, Myanmar, the Philippines, éingapore, Thailand, Vietnam,
American Samoa, Australia, Cook Islands, Fiji, French Polynesia, Guam, Kiribati, Marshall Islands, N.

Mariana Islands, New Caledonia, New Zealand, Niue, Papua New Guinea, Samoa, Solomon lslands,

Tonga, and Vanuatu.

Quemarez (1989) indicated that it is possible to classify all studies on international tourism demand
by studying the patterns of people arriving at a destination in three ways: ‘transport’, ‘visitor arrivals’
and ‘trade and payments’. ‘Transport’ studies examine the choice a traveller makes for his/her mode

of transport. ‘Visitor arrivals’ studies determine the aggregate inflow or outflow of tourists and/or the

distribution of visitor arrivals at a destination from across their countries of origin. ‘Trade and

payments’ studies focus on the aggregate expenditure by visitors on tourism or travel services, and
the distribution of the aggregate expenditure according to their countries of origin. As the availability

and reliability of tourist expenditure data have been problematic, this research follows the ‘visitor

arrivals’ approach. ‘Tourism demand’ in this study examines the aggregate inflows of tourists (visitor

arrivals) from across the tourist-origin countries only.

Similar to studies of merchandise trade, tourist activity is expressed in terms of volume and value.
‘Tourist volume’ refers to the number of tourists entering (or leaving) a given destination (or origin)

country. The ‘inbound tourist’ (tourist arrivals) and ‘outbound tourist’ (tourist departures) terms are

used to describe the international movement of people.

Any country’s expenditure on tourism (tourist value) can be expressed as the product of (1) the

number of tourist arrivals, (2) the average length of stay, and (3) the average expenditure per diem.

Tourist expenditure data always exclude payments made for transportation.

Technically, we can record the measurement of tourist flows or tourist expenditures in various ways.

Inbound tourist flows are generally recorded using data collected from frontier counts, sample surveys

or registration at accommodation establishments. The Hong Kong Tourism Board (HKTB) and the
9



former Hong Kong Tourist Association (HKTA) collect data on tourist arrivals using frontier counts,
and on tourist expenditures using sample surveys. An inherent problem with frontier and single-day

re-entry counts is that, in some cases, a substantial transit traffic and element may be included in the
count, which distorts the statistics. For example, a visitor from China who visits Macao and returns to
Hong Kong the same day will be counted as an arrival twice. Problems also arise when
accommodation establishment records are used to count tourist arrivals, as this method excludes
excursionists, tourists staying with friends or relatives, and those who choose to stay in other forms of

unregistered accommodation. Therefore, despite the stated limitations, HKTB has chosen to use the

method of frontier counting of visitor arrivals in Hong Kong to report visitor arrivals.

The main sources of data relating to international tourism are the World Tourism Organisation (WTO),
which regularly produces several publications containing tourism-related statistics, and the Pacific
Asia Travel Association (PATA), which publishes statistical report for tourism annually. The PATA is

concerned with tourism in PATA member countries, whereas the WTO is concerned with world
tourism. The information on Hong Kong is available from the following organisations: Hong Kong
Tourism Board, the former Hong Kong Tourism Association, and the statistics department of the Hong

Kong Government. In particular, the statistical review of tourism (Hong Kong) provides the most

comprehensive collection of official government tourism statistics available.

2.3 Trend of Worldwide, East Asia and the Pacific Tourism Demand

2.3.1 Trend of Worldwide Tourism Demand (1950-2000)

Tourism is a major industry throughout the world. In 1998, the tourist industry ranked first among

various groups of export earnings, above food, petroleum, automobiles and chemicals. As shown in

Table 2.1 and Figure 2.1, tourism receipts accounted for 7.9% of the total worldwide export of

services and goods in 1998.

In spite of adverse economic and political occurrences, the growing demand for tourism seems to
continue. However, several events have had a negative effect on the industry over the last three
decades. These include a global economic recession in the early 1970s that was caused by the first
oil crisis, a second oil crisis that followed in the early 1980s, the Gulf War crisis, which took place in

the early 1990s, and the Asian financial crisis, which occurred in the late 1990s. Regardiess of their

nature, these events appear to have only created short-term negative effects on the industry.
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Table 2.1 Worldwide Export Earnings, Generated by Merchandise,
Services and Tourism, 1998

e

World Revenue Market Share of
(US$ billions) export earnings(%)

1998 1998
1. Tourism 533 7.9
2. Automotive Products 525 7.8
3. Chemicals 503 7.5
4. Food 443 6.6
5. Fuels 344 5.1
6. Computers and office equipment 399 5.9
7. Textiles 331 4.9

sSource: WTO, World Trade Organisation, International Monetary Fund
Madrid, Spain, 1999,

Figure 2.1 Worldwide Export Earnings, Generated by Merchandise,
Services and Tourism, 1998
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As shown in Table 2.2 and Figure 2.2, International tourism grew steadily over the past decade,
excluding the period of the Guif War in 1991, when growth was only 1.25%, and the period of the
Asian financial crisis in 1998, when growth was only 2.20%. Table 2.2 shows that in 1998 the total

number of tourist arrivals worldwide was 627 million, which was an increase of 2.2% over the

previous year. This was the lowest growth since the Gulf War crisis, and was caused, in part, by

Asia's economic downturn during the course of the Asian financial crisis.

Visitor arrivals, measured in terms of tourist trips throughout the world, increased from 457 million
people to 699 million people over the period from 1990 to 2000. This translates into an annual
increase of 4.34% over the course of the decade. Turning to a year-to-year assessment, the industry
experienced a slump in the early 1990s, at the time of the Gulf War crisis, but recovered strongly in

1992, and grew steadily at a slower rate over the next five-year period from 1993 to 1997. The
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economic downturn in Asia caused another slowdown in 1997, but the industry recovered significantly

by 2000.

Table 2.2 Worldwide Visitor Arrivals and Annual Rate of Growth
(1950-2000)

M

Year International Arrivals Annual Growth
(millions) (%)

1950 25 -

1960 69 10.7* (1950-1960)

1970 165 9.1*(1960-1970)

1980 2806 5.7*(1970-1980)

1088 394 8.54

1989 425 8.03

1990 457 7.44

1991 463 1.25

1992 503 8.75
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