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Abstract

By using the domestic tourism industry, governments try to create
and improve domestic infrastructure, economic prosperity, create
jobs and reduce poverty in different regions of the country. Due to
the importance of this industry, in this study, the income and price
effects of increasing fuel prices in the domestic tourism industry
along with the two economic variables of real exchange rate and
household income have been examined during 1387Q1-1398Q4.
Given that the effect of macroeconomic variables on each other
depends on economic conditions and economic conditions change
over time, in modeling these dynamics have been taken into
account and the model of state and space has been used. The
results of estimating the study pattern show that real exchange
rate, real GDP and gasoline price have a significant effect on the
number of domestic overnight stays. But the effect of cash
subsidies paid to households on travel demand is not significant.
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Extended abstract

1. Introduction

Iran has a wide variety of tourist
attractions, as well as a potential domestic
market of 83 million people. However, the
tourism industry has not been successful
in attracting these potential customers.
Meanwhile, the development of the
domestic tourism industry in the Iranian
economy can be the source of sustainable
economic growth. One of the main
reasons for the lack of growth in the
tourism industry in Iran is the unfavorable
situation of price and income factors of
the people, which also originated from the
macroeconomic situation and economic
policies related to tourism expenditures.
Due to the importance of this issue in this
paper, income and price factors in
domestic tourism demand in Iran with
emphasis on fuel prices during the period
1Q: 1387- 4QQ: 1398 has been studied.

2. Methods

Economic theories often involve invisible
variables such as constant income, price
and commodity expectations and shocks,
and mostly the effects of variables on each
other are not constant over time. Space
state models such as the Kalman filter
method are able to model these
conditions. The Kalman filter method is an
algorithm that estimates the state of a
dynamic system using a set of
measurements containing errors over
time. This filter usually provides more
accurate estimates than estimates based
on a single measurement based on
Bayesian inference and estimates of the
common probability distribution of a
random variable over a period of time.
Kalman filter is used for two types of
models, one is models with invisible
components and the other is models with
time-varying parameters. In this study, we

use the model with a time-varying random
parameter to estimate a linear regression
whose coefficients show the elasticity of
the number of domestic overnight trips to
changes in real exchange rates, real
income and dollar value index of cash
subsidies due to targeted subsidies. Has
been. In order to estimate the Kalman
filter, all uncertain factors in the explained
matrix system must first be replaced by
estimating them. Then, the orthogonal
logarithm to the pattern is estimated by
maximizing the method.

3. Results
The main findings of this study are as
follows:

*With a one percent increase in the real
exchange rate of 0.75 percent the demand
for domestic travel increases.

*With a one percent increase in the
country's real income, the demand for
travel increases by an average of 0.83
percent.

*A one percent increase in gasoline
prices leads to an average increase of 0.78
percent in travel demand.

A one percent increase in the
purchasing power of cash subsidies to
households does not have a significant
effect on domestic tourism demand. One
of the main reasons for this is the low value
of cash subsidies relative to household
expenditures, which has grown over time,
but the purchasing power of cash
subsidies has sharply decreased.

*At low income levels, high real
exchange rate and high gasoline prices
reduce the elasticity of tourism demand to
changes in income, exchange rates and
gasoline prices. Eventually it becomes
inelastic.

mohammad reza. Investigating income and price factors in Iran's domestic tourism demand with emphasis on fuel

prices



Journal of Tourism Planning and Development

4. Conclusion

In this study, the income and price effects
of increasing fuel prices in the domestic
tourism industry along with the two
economic variables of real exchange rate
and household income were examined by
using quarterly data during the period
1Q1387- 4Q1398.

As the impact of macroeconomic
variables on each other depends on
economic conditions and economic
conditions change over time, these
dynamics have been considered in the
modeling and the state and space model
has been used.

The results of estimating model show
that real exchange rate, real GDP and
gasoline price have a significant effect on
the number of domestic overnight stays.
But the effect of cash subsidies paid to

households on travel demand is not
significant.
The positive effects of the real

exchange rate on travel demand occur
when the level of the real exchange rate is

not very high. At the same time, increasing
the real exchange rate increases the cost
of foreign tourism demand and the
economic nature of domestic tourism.

The positive effects of the country's real
income also occur more when the level of
real GDP is stable

The reason for the positive effect of
rising gasoline prices on domestic tourism
demand is that the increase in gasoline
prices is on average less than the growth
rate of inflation. This issue has shown itself
more after the policy of targeting
subsidies, because the price of gasoline
has not grown in accordance with the law
on targeting, but before the policy of
targeting subsidies, with the increase in
gasoline prices, the demand for domestic
tourism decreased
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0.0000 | 0.0000 | 0.0000 | 0.0000 | 1387Q1
0.0000 | 0.7341 0.4187 0.9276 1387Q2
0.0000 | 4.4820 | -3.4774 | -0.2797 | 1387Q3
0.0000 | 19.9376 | 18.2173 | -22.3032 | 1387Q4
0.0000 | -11.9359 | 6.4824 | 8.2017 1388Q1
0.0000 | -4.4754 | 4.5473 3.2863 1388Q2
0.0000 | -1.9196 | 3.8775 1.5638 1388Q3
0.0000 | -5.0795 | -1.7219 | 6.5314 1388Q4
0.0059 | -5.0795 | -1.7219 | 6.5314 1389Q1
0.0010 | 1.5397 -2.3472 | 1.5181 1389Q2
0.0002 | 1.5346 -2.3921 | 1.5379 1389Q3
-0.0075 | 1.4591 -3.3589 | 1.9781 1389Q4
0.0065 | 0.7164 -4.9769 | 3.3209 1390Q1
0.0303 | 0.7352 -7.0649 | 4.3265 1390Q2
0.0178 0.7223 -5.8813 | 3.7710 1390Q3
-0.0179 | 0.7700 | 0.9586 | 0.6131 1390Q4
-0.0156 | 0.7501 -0.1885 | 1.1365 1391Q1
-0.0068 | 0.7879 -0.2396 | 11634 1391Q2
-0.0090 | 0.7816 0.0287 | 1.0400 1391Q3
-0.0026 | 0.8066 | 0.8731 0.6629 1391Q4
-0.0006 | 0.8246 | 0.7805 | 0.7245 1392Q)1
-0.0011 | 0.8017 0.7944 | 0.7338 1392Q2
0.0026 | 0.8213 0.8506 | 0.7164 1392Q3
-0.0143 | 0.7468 0.6529 | 0.7595 1392Q4
-0.0080 | 0.7693 | 0.6954 | 0.7699 1393Q1
-0.0069 | 0.8019 0.6389 | 0.7824 1393Q2
-0.0068 | 0.8026 | 0.6402 | 0.7823 1393Q3
-0.0139 | 0.7620 | 0.6613 | 0.7405 1393Q4
-0.0094 | 0.7836 | 0.6330 | 0.7766 1394Q1
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-0.0065 | 0.8331 0.6268 | 0.7543 1394Q2
-0.0089 | 0.8233 | 0.6236 | 0.7466 1394Q3
-0.0141 | 0.7987 0.6986 | 0.6910 1394Q4
-0.0103 | 0.8163 0.7593 | 0.6976 1395Q1
-0.0041 | 0.8398 0.8008 | 0.6989 1395Q2
-0.0080 | 0.8202 | 0.7874 0.6853 1395Q3
-0.0108 | 0.8055 0.7925 0.6539 1395Q4
-0.0091 | 0.8220 | 0.8238 | 0.6720 1396Q1
0.0064 | 0.8807 0.7470 0.7037 1396Q2
0.0019 0.8605 | 0.7084 | 0.6819 1396Q3
0.0006 | 0.8501 0.7386 0.6542 1396Q4
-0.0021 | 0.8585 | 0.7150 0.6990 1397Q1
0.0009 | 0.8793 0.6169 | 0.7411 1397Q2
0.0064 | 0.8873 0.7002 | 0.7027 1397Q3
0.0037 | 0.8506 | 0.7880 | 0.6814 1397Q4
0.0019 0.8839 0.8193 0.6903 1398Q1
0.0065 | 0.7888 0.8651 0.7525 1398Q2
0.0054 0.7818 0.8574 0.7537 1398Q3
0.0069 | 0.7577 0.8824 | 0.7078 1398Q4
Sspace: SS0101 |
Method: Kalman filter

Date: 01/02/21 Time: 15:39

Sample: 1387Q1 1398Q4
Included observations: 48

Final State | Root MSE | z-Statistic | Prob.

SV1 0.747512 0.082119 | 9.102825 0.0000
SV2 0.833216 0.118341 7.040778 0.0000
SV3 0.777745 0.082617 | 9.413863 0.0000
Sv4 0.004685 | 0.069680 | 0.067236 | 0.9464

Log likelihood | -318.9051 | Akaike info criterion | 13.28771

Parameters 0 Schwarz criterion 13.28771

Diffuse priors | 4 Hannan-Quinn criter. | 13.28771
I
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