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SINGAPOREAN DEMAND FOR TOURISM IN MALAYSIA

Abstract. Tourism is among the most important service industries in Malaysia. It plays a crucial role in the new economic model,
in which the government is increasing its efforts to shift the border of economic activities from a resource-based to a service-based
economy. One of Malaysia’s major tourist origination countries is Singapore, which accounts for more than half of the annual tourist
arrivals in Malaysia. Looking at the significant volume of tourist arrivals from Singapore, this paper investigated the determinants of
Singaporean tourism demand in Malaysia from a macroeconomic perspective using quarterly data from 2000Q1 through 2010Q4.
The empirical results suggest a long-term cointegration relationship between Singaporean tourist arrivals and specified macroeco-
nomic variables, including real Singaporean income, tourism price, real travel cost, and currency exchange rate between Singapore
and Malaysia. In particular, higher real income and stronger currency will induce Singaporeans to visit Malaysia, while higher
tourism prices and travel costs will discourage tourists from Singapore. It is difficult to infer specific policy for the tourism industry
using foreign real income and exchange rates, however, a detailed microeconomic survey on tourist demand behavior regarding
tourism prices and travel costs should be conducted and addressed by the Malaysian tourism action plan.

Keywords: tourism industry; tourism demand; error-correction model; Malaysia; Singapore.

JEL Codes: C32, F20, L83

Yuu-XoHr Myax

PhD (ekoH.), AOLEHT, 3aCTyMHMK AekaHa hakynbTeTy eKOHOMIKM Ta 6isHecy, YHiBepcuTeT Manawnsii Capasak, Manansia
®yHr-Txai TxieH

maricTp (Typusm, eKOH.), HayKoBuiA cniBpobiTHUK, YHiBepcuTeT Manansii Capasak, Manansia

Moxammap AcdceHai Apin

PhD (ekoH.), cTaplumii BUKnaaad, fekaH dakynbTeTy eKoHOMiKU Ta BisHecy, YHiBepcuTeT Manawnsii Capasak, Manaisia
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AHoTauif. Typr3m € OfHi€el0 i3 KNto4oBMX ranysein cdpepw nocnyr y Manaisii. BiH Bigirpae npioputeTHy ponb Y HOBili EKOHOMIYHIN
Moeni, y pamkax AKOI ypAA4 aKTuBI3ye CBOI 3yCunnA 3 nepexoy Bif, pecypco OpIEHTOBAHOI A0 CEepBICHO OPIEHTOBAHOI
€KOHOMIYHOI gianbHocTi. Cepen BaXkIMBMX KpaiH TypucTu4HOi opuriHauii Manamsii BuginAaots CiHranyp, Ha 4acTky AKOro
npvnagae noHaz mMonoBMHA LLUOPIYHMX TYPUCTCbKMX NpubyTTiB y Manansito. bepyun 0o yBaruM 3Ha4HUA 06CAr TYPUCTCbKUX
npubyTTiB i3 CiHranypy, y Uil cTaTTi aBTopy AOCNiaXyBann akTopu, WO BU3HAYAKOTb CiHranypCbKui TYPUCTCbKUA NOMUT y
Manawnsii 3 MaKkpoOeKOHOMIYHOT TOYKU 30pY, BUKOPUCTOBYIOYM AaHi, MoYMHato4m Big neplioro ksapTany 2000 poky A0 YeTBEPTOro
kBaptany 2010 poky. Pe3ynbTaTu HalOro emmnipMyHoro [AOCNIAXEHHA nokKasanu [OOBroCTPOKOBUM KOIHTerpauinHui
B32EMO3B’A30K MiXK CiHranypCbKUmu TYPUCTCbKUMU NPUBYTTAMM N TAKUMU MAKPOEKOHOMIYHUMU 3MIHHUMW, AK pearnbHi 4oXoaum
ciHranypuis, UiHW Ha Nocnyru Typuamy, BapTiCTb Npoisay, 0OMiHHWIA BanoTHUIA Kypc Mixk CiHranypom i Manansieto. 3okpema
Hamu BUABMEHO, WO 6ifbll BUCOKI peanbHi AOX0AM N CuibHa BamoTa 6yayTb NiABULLYBaTVW MOMWUT Y CiHranypuis BigsigaTu
Manaisito, a 6inbll BUCOKI LiiHA HA TYPUCTUYHI A TPAHCMOPTHI BUAATKM NepelKkoakaTumyTb TypucTtam i3 CiHranypy. Ha ocHoBi
CYKYMHOCTi OTpMMaHux AaHux 6yno 3anponoHyBaHo cknactu MNnax ain Manansii y cdepi Typusmy.

KntovoBi cnoBa: iHayCTpiA TypuaMy; NONUT Y CEKTOPI TYpu3My; MoAenb Kopekuii nomunok; Manaisia; CiHranyp.
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CUHIANYPCKWUU CNPOC HA TYPU3M B MANTAU3UN

AHHOTauuA. Typuam ABMAETCA OAHOMN M3 KIOYEBbIX oTpacnen cdepsbl yenyr B Manansmn. OH urpaeT NpuopuTETHYIO posb B
HOBOW 3KOHOMMWYECKON MOZENM, B paMKax KOTOpOW MpaBMTENbCTBO akTUBU3UPYET CBOW YCUNMA MO Mepexody OT pecypco
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OPVHTUPOBAHHON K CEPBUCHO OPUEHTUPOBAHHOM 3KOHOMMYECKOW AeATenbHOCTU. Cpean BadKHbIX CTpaH TYPUCTUHECKOWN
opurnHaumm Mananaum sblgenatoT CuHranyp, Ha AOM0 KOTOPOro npuxoamTcA 6onee MonoBUHbI eXEerofaHbIX TYPUCTCKUX
npubbiTin B Manansuio. bepA BO BHMMaHvWe 3Ha4UTENbHbI 06beM TypucToB M3 CuHranypa, B 9TOM CTaTbe aBTOpbI
uccnegosany GakTopbl, ONpeaenAlowme CUHranypckuin cnpoc Ha Typuam B Manansamm ¢ Makpo3KOHOMMYECKON TOYKM
3peHusa, UCMoNb3yA AaHHble, Ha4YMHaA OT NepBoro keapTtana 2000 roaa fo YeTBepToro keaptana 2010 roga. Amnupuyeckme
nuccnepoBaHnA MoKasanu [O0SITOCPOHHYI0O KOMHTErpauuMoHHYI0 B3aMMOCBA3b MEeXAY CUHranypckMmu TypUCTCKUMU
NPUOBLITUAMM U TaKUMN MaKPOIKOHOMUYECKUMU NEPEMEHHbIMW, KaK pearnbHble A0XOAbl CUMHramypues, LeHbl Ha ycnyru
Typr3ma, CTOMMOCTb Npoe3aa, 06MeHHbIV BantoTHbIN Kypc mexay CuHranypom n Manaisuei. B yacTHocTu, 6onee BbicOoKMe
pearnbHble AOX0Abl U CUNbHAA BantoTa 6yayT NoBbIWAaTb CNPOC Y CMHranypues nocetuts Manansuio, a 6o5ee BbICOKME LiEHbI
Ha TYpUCTUYECKUE 1 TPaHCMOPTHbIE ycnyrn 6yayT NpenATCTBOBaTbL MyTEWeCcTBUAM. Ha OCHOBE COBOKYMHOCTW MOMYyYEHHbIX
OaHHbIX 6b110 NpeanoXeHo coctaeutb Mnan genctemn Manansum B chepe Typusma.

KntouyeBble cnosa: HOYCTPYA TYpr3ma; CNpoc B CEKTOPe Typu3mMa; MoAenb Koppekuun ownbok; Mananaua; Cuxranyp.

Introduction. From the time it achieved independence in
1957 until the mid-1980s, the Malaysian economy was very
much dependent on primary commodities and the manufactur-
ing industry. In the late 1980s, realizing that most national nat-
ural resources were being depleted and that the manufacturing
sector was sensitive to global economic crises, the government
started to shift the border of economic activity to service-based
economic activities. The government came to realize that Ma-
laysia owned a specific comparative advantage in the tourism
sector. In 1987, the government established the Ministry of
Culture, Arts and Tourism — renamed the Ministry of Tourism in
2004 - with the vision of developing Malaysia as a world-class
tourist destination. Under this ministry, tourism promotion cam-
paigns were enhanced, which brought Malaysia to the eyes of
the world as the host of various international events such as the
Langkawi International Maritime and Aerospace Exhibition, the
Rainforest World Music Festival, the Borneo International Jazz
Festival, to name few.

The active promotion campaigns and tourism activities are
noteworthy because, since 1994, the tourism sector has con-
tributed more than 10% of the total gross domestic product
(GDP) and employment in Malaysia. In 2013, the tourism sec-
tor contributed 16.1% (RM158.2 billion) of Malaysia’s GDP, and
according to the World Travel and Tourism Council (WTTC,
2014) [1], this is forecasted to increase to 16.4% (RM168.9 bil-
lion) in 2014. The total contribution of tourism to employment
was 1.86 million jobs in 2013 (14.1% of total employment), and
this is expected to increase to approximately 1.95 million jobs
(14.5% of total employment) in 2014.

Under the Economic Transformation Programme (ETP), the
tourism industry has been identified as one of the 12 National
Key Economic Areas (NKEAs) that function as key engines of
economic growth. The tourism industry in Malaysia is ranked in
the top 10 in the world for both most visited country and tourist
arrivals and ranked in the top 15 in global receipts (PEMANDU,
2010) [2]. Given the critical role of the tourism industry in the
future development of the Malaysian economy, it is vital to study
the factors that affect tourism demand in Malaysia.

In this regard, it is pertinent to pay attention to the major
source of tourist arrivals in the country. One of the major tourist
origination countries for Malaysia is Singapore, which con-
tributes more than half of annual tourist arrivals. Singaporean
tourism in Malaysia has recorded an average annual growth of
10.2% since 2000. In 2004, tourism from Singapore
contributed 60.6% of tourist arrivals in Malaysia. As

and the UK. An elastic coefficient of income also was found in
other tourism demand studies, including Botti et al. (2007) [8],
Brida et al. (2008) [9], and [6] for the cases of France, Mexico,
and Tunisia, respectively. The finding of an elastic income coeffi-
cient suggests that tourism is a luxury good for tourists, as de-
mand increases more than proportionally to changes in income.

On the other hand, [5] stated that a price variable should be
selected with caution in tourism demand studies because for
tourism activity, price constitutes several components. Most
studies have relied on tourism price, or relative price, which
measures a tourist’s cost of living at the destination [7; 10; 11;
12]. The cost of living includes the prices of goods and services
consumed by the tourist at the destination.

Another price variable that has often been used as an
explanatory variable for tourism demand is travel cost or trans-
portation cost [5; 13; 14]. This price variable measures the cost
of traveling from the tourist origination country to the destination
and represents a significant part of the total cost of the trip. For
example, [4] and [14] used airfare to measure travel cost in their
studies. However, as pointed out by [10], it is difficult to deter-
mine the exact flights of tourists abroad and thus to know the
airfares they paid. Therefore, [10] suggested using the price of
crude oil as the proxy for travel cost. This travel cost proxy was
also used in studies by [5; 11; 12; 13].

Exchange rate has proven to be an important explanatory
variable for tourism demand in studies [4; 6; 10; 11]. The appre-
ciation of currency indicates that the currency of the tourist-ge-
nerating country has strengthened. Currency appreciation will
encourage more tourists to travel because their currency can be
exchanged for more currency at the tourism destination, which
means that tourists are wealthier and able to purchase more
goods and services in the tourism destination.

In the case of war or terrorism, such as the Gulf War or ter-
rorist attacks, tourists around the globe will cancel or delay their
travel plans because they fear for their safety. Similar reasoning
applies to the outbreak of diseases such as SARS and Avian
flu; tourists will resist traveling to disease-affected countries. For
example, the terrorist attacks of September 2001 revealed a sig-
nificant disruption in tourism demand [5; 13; 15]. Meanwhile, the
SARS outbreak also negatively affected tourist flows [7; 10; 11].

Purpose. This study aims to determine the factors that
attract Singaporean tourist inflows into Malaysia from a macro-
economics perspective.

illustrated in Table 1, Singaporean tourist arrivals have Tab. 1: Information of Singaporean Tourist in Malaysia 2000-2011
continuously increased, except in 2003 due to the out- : :

) Tourist Arrival Market Share Annual Growth
break of severe acute respiratory syndrome (SARS). Year (Person) (Percentage) (Percentage)
Brief Literature Review. Studies that have used 2000 5,420,200 53.0 10.6
tourist arrivals as a measure of tourism demand inc- 2001 6,951,594 54.4 28.3
ludes those of Dritsakis (2004) [4], Garin-Munoz and 2002 7,547,761 56.8 8.6
Montero-Martin (2007) [5], Ouerfelli (2008) [6], and Ha- gggi ggggggg ggg 620185
bibi et al. (2009) [7]. [4] examined the German and Bri- 5005 9.634.506 58.6 12
tish tourism demand for Greece with the explanatory 2006 9,656,251 55.0 0.2
variables of income, tourism price, transportation cost, 2007 10,492,692 50.0 8.7
and exchange rate. He discovered a long-term relation- 5882 1;'322'322 gg-g 145-97

ship among the specified explanatory variables for = : :
tourism demand for both countries. He further reported 2010 13,042,004 33.1 2.4
that income levels of the tourist-generating country are 20 13,372,647 e G

significant and elastic for tourists from both Germany Source: Tourism of Malaysia [3]
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