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ABSTRACT 

Tourism is a key component that enhances trade between countries. The Vietnamese tourism 

sector has seen a rapid growth in the last decade. In this aspect, new knowledge on 

Vietnam’s inbound tourism will provide useful insight for improving trade and investment in 

Vietnam, especially investment in the Vietnamese tourism sector. In this study, we identify 10 

major countries from where most of the tourists visit Vietnam and model the inbound tourist 

arrivals to Vietnam from these countries using annual data for the period 1995-2016. 
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1 INTRODUCTION 

Vietnam introduced free trade and open market economic policies during the late 1980s. 

Since then economic growth, tourism and foreign direct investment have improved 

dramatically (Cooper 2000, Thanh 2005). In most developing countries, the tourism sector 

contributes significantly to their GDP either directly or indirectly through tourism related 

activities. Vietnam is a country on the South China Sea in Southeast Asia and is a well-

known tourist destination. Total international tourist arrivals in the first 6 months of 2017 has 

reached 6,206,336 arrivals, increase of 30.2% over the same period last year. The tourism 

receipts has increased from 17.4 trillion Vietnamese Dong in the year 2000 to 20 times (338 

trillion Vietnamese Dong) in 2015. In 2016, the total contribution of the tourism sector to 

Vietnam‘s GDP is 9.1%. The tourism sector also directly supported 1,959,500 jobs, which is 

about 3.6% of total employment, and the total (direct and indirect) jobs supported by tourism 

is 4,003,000, which is about 7.3% of total employment (WTTC, 2017). These shares are 

expected to increase in the coming years. Therefore, if the tourism sector is managed 

properly, it can be used as an important source of government revenue, foreign exchange 

earnings and local employment that would enhance the Vietnamese economy.   

A review of the literature on tourism related studies for Vietnam reveals lack of proper 

empirical research in this vital area (for example, see Cooper, 2000). Therefore, it is 

necessary to scientifically analyse the Vietnamese tourism data to identify the characteristics 

of the tourists to Vietnam from other countries and the determinants of inbound tourism to 

Vietnam. Previous studies on inbound tourism for other developing countries have shown 

that a number of factors such as consumer income, cost of food, local travel and 

accommodation costs, exchange rate, and economic or political stability at the tourist 

destination play a significant role in determining the selection of the country a tourist would 

like to visit (see Selvanathan 2006, Sarma 2007). Sarma (2007) pointed out that unlike most 

other products and services, there is no urgency about a holiday and it is in fact an infrequent 

purchase which occurs once a year or less, especially when it comes to an international trip. 

Adding to this, tourists have a vast number of destination choices around the world. 
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Vietnam‘s tourism industry has to face severe competition from other similar neighbouring 

attractive tourist destinations such as Cambodia, China, Indonesia, Laos, Malaysia, Singapore 

and Thailand. Among the ASEAN countries, inbound tourist arrivals to Vietnam is ranked 

5th preceded by Thailand (1st), Malaysia (2nd), Singapore (3rd) and Indonesia (4th). Given 

the significant and increasing contribution which the tourism sector is making to the 

Vietnamese economy, the development of the tourism sector appears to be as important as the 

development of other sectors of the economy.  

While a number of studies have appeared in the literature analysing the demand for tourism 

in a number of developed and developing countries, very little or no scientific research has 

been published about the demand for tourism in Vietnam using recently developed 

econometric techniques combined with more recent data. This paper aims to fill this research 

gap. 

 

2 LITERATURE REVIEW 

There are several studies in the literature which attempt to explain the demand for tourism for 

various countries (see for example, Dritsakis and Athanasiadis 2000, Naudé and Saayman, 

2004; Sarma, 2007, Selvanathan et al 2012, Nkosi 2010, Falk 2014, Brown 2015, Borhan 

and Arsad 2016, Seetaram et al 2016). While several factors are suggested as affecting the 

tourism demand when it comes to empirical application of a particular country data issue 

restrict the number of variables that could be used to model the tourism demand in that 

particular country. In a recent review by Song and Li (2008), based on the studies they have 

reviewed they identify a number of common factors as determinants of the demand for 

tourism include exchange rate and income level of the tourists‘ home country, tourism price 

at the destination and tourism prices at alternate destinations, travel cost, foreign direct 

investment, warm weather and climate in the country, crime against tourists, and political 

instability in the destination country.  

A number of other studies have analysed the factors that influence the demand for tourism 

and estimated elasticities of tourism demand with respect to the determinants included in 

their model (for example see Crouch 1992, Song, Romilly and Liu 2000, Hiemstra and Wong 

2002, Song and Wong 2003). A number of other studies model the tourism demand for a 

particular country and provide forecast of tourist arrivals and tourism receipts of the country 

of concerned (for example see Witt and Witt 1992, Song and Witt 2006, Song, Witt and 

Jensen 2003, Choyakh 2009, Kadir and Karim 2009, Shen, Li and Song 2009). 

In reviewing what has been published, Garcia (2002) examined the role of tourism, 

particularly the negative impact, on society and culture. A study by Naudé and Saayman 

(2004) on the determinants of tourist arrivals to African countries concluded that political 

stability, tourism infrastructure, marketing and the level of development in the destination 

country are key determinants of tourist arrivals to Africa. Typical ―developed country 

determinants‖ of tourism demand, such as the level of income in the origin country, the 

relative prices and the cost of travel, are not that significant in explaining the demand for 

tourism to African countries as a tourist destination. A study by Kadir et al (2013), however, 

concluded that Malaysia needs to maintain a competitive relative price level to other similar 

destinations to attract more tourists from ASEAN countries.  
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3 DATA AND PRELIMINARY DATA ANALYSIS 

In this section, we present a preliminary data analysis of the Vietnamese inbound tourism 

data. Tourist arrivals to Vietnam data are obtained from the Vietnam National Administration 

of Tourism, Ministry of culture, Sports and Tourism website
29

. 

Figure 1 plots the annual total number of international tourist arrivals to Vietnam during the 

period 1995-2016. As can be seen, the inbound tourism to Vietnam has grown steadily with 

some fall in 1998, 2003 and 2009. The fall in 2009 could be attributed to the aftermath of the 

global financial crisis. Also, tourist arrivals to Vietnam have grown at a much faster rate from 

2009 onwards and even faster since 2014.  

 

 
Fig.1 - Number of inbound total tourist arrivals to Vietnam, 1995 -2016 

Source: International visitors to Vietnam, Tourism Statistics, www.vietnamtourism.gov.vn/ english, 

various years. 

 

Figure 2 presents the number of tourist arrivals to Vietnam from its top 10 major tourists‘ 

countries, namely China, South Korea, Japan, US, Taiwan, Russia, Malaysia, Australia, 

Thailand and Singapore.  As can be seen, the trend in inbound tourism to Vietnam has 

changed over the years, especially since 2009. Tourists from China, South Korea and Japan 

have been the major contributors to Vietnamese tourism over the years. The fall in tourist 

arrivals to Vietnam in 2009 is contributed by the fall in tourist arrivals from China, which is 

the main source of tourist arrivals to Vietnam.   

                                                        
29 www.vietnamtourism.gov.vn/english. 
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Fig.2 - Number of tourist arrivals from top 10 major countries, Vietnam, 1995-2016 

Source: International visitors to Vietnam, Tourism Statistics, www.vietnamtourism.gov.vn/ english, 

various years. 
 

Table 1 presents the inbound tourist arrivals from the top 10 countries as a proportion of total 

inbound tourist arrivals to Vietnam during 1997-2016
30

. These ten countries account for more 

than 70 percent of the total number of tourist arrivals to Vietnam. Figure 3 presents the share 

of inbound tourist arrivals from various countries to Vietnam in 2016. As can be seen, 

Chinese tourists have contributed about 27% of the arrivals, followed by South Korea 

(15.4%), Japan (7.4%), US (5.5%), Taiwan (5.1%), Russia (4.3%), Malaysia (4.1%), 

Australia (3.2%), Thailand (2.7%) and Singapore (2.6%). Tourist share from South Korea has 

been steadily increasing since 2000, tourist share from Russia has also increased lately, and 

tourist share from Australia, Japan, Singapore and the US have been stable throughout the 

sample period.  

 

4 MODEL SPECIFICATION AND METHODOLOGY  

4.1 Model specification 

Most tourism studies in the literature have used either number of tourist arrivals or tourism 

revenue to analyse the demand for tourism for a country. In this study, we use the total 

number of inbound tourist arrivals to Vietnam to analyse the tourism demand to Vietnam. We 

model the demand for inbound tourism by expressing the number of tourist arrivals from 

country i to Vietnam (TAit) as 

ln TAit = 0 +1 ln TAit-1 + 2 GDPGit + 3 ln RCPIit + 4 ERit +5 Tt + it,       (1) 

                                i=1,2,…,10; t=1, 2, …., 20 

                                                        
30 As data are unavailable for 1995 and 1996 for 5 of the 10 countries, we obtain the shares from 1997 onwards 

only. 
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where 

TAit is the total number of tourist arrivals
31
 from country i (Australia, China, Japan, Malaysia, 

Russia, Singapore, South Korea, Taiwan, Thailand and the US) in year t to Vietnam; 

GDPGit is GDP
32
 growth rate of the country of tourists‘ origin i in year t which is used as a 

proxy for the income variable;  

RPIit is the relative consumer price index
33
 (2010=100) between Vietnam and the country of 

origin i in year t; 

ERit is the exchange rate
34
 of the country of origin i in Vietnamese dong.  

Tt is the time trend variable; and 

it is the error term. 

 

Tab.1 - Share of inbound tourist arrivals by country of origin (in %), Vietnam, 1997-2016 

 

Source: Compiled by the author based on International visitors to Vietnam, Tourism Statistics, 

www.vietnamtourism.gov.vn/english, various years. 

                                                        
31 Tourist arrivals to Vietnam data are obtained from the Vietnam National Administration of Tourism, 

Ministry of culture, Sports and Tourism website, www.vietnamtourism.gov.vn/ english. 
32 GDP at constant 2010 US$ for the country of origin are obtained from World Bank (2017), World 

Development Indicators (WDI), Online database. Since some values of the growth rates are negative, GDPG is 

not considered in its log form. 
33

 RPI = CPIVietnam/CPICountry of origin, CPI data are obtained from Consumer price index (2010 = 100), 

International Monetary Fund, International Financial Statistics and data files, 

http://data.worldbank.org/indicator/FP.CPI. TOTL. 
34 Exchange rates for the various countries are obtained from World Bank publications or OECD database or 

Penn World Tables. 

Year Australia China Japan Malaysia Russia Singapore

South 

Korea Taiwan Thailand US Total

1997 3.2 23.6 7.3 1.1 0.4 1.9 3.3 9.1 1.1 8.6 59.6

1998 3.9 27.7 6.3 1.2 0.4 1.9 3.3 9.1 1.1 11.6 66.4

1999 3.5 27.2 6.4 0.9 0.2 1.5 2.4 9.8 1.1 11.8 64.8

2000 3.2 29.3 7.1 1.0 0.3 1.4 2.5 9.9 1.2 9.7 65.6

2001 3.6 28.9 8.8 1.1 0.3 1.4 3.2 8.6 1.4 9.9 67.2

2002 3.7 27.6 10.6 1.8 0.3 1.3 4.0 8.0 1.6 9.9 68.8

2003 3.8 28.6 8.6 2.0 0.4 1.5 5.4 8.6 1.7 9.0 69.5

2004 4.4 26.6 9.1 1.9 0.4 1.7 8.0 8.8 1.8 9.3 72.0

2005 4.3 20.6 9.7 2.3 0.7 2.4 9.4 7.9 2.5 9.5 69.3

2006 4.8 14.4 10.7 2.9 0.8 2.9 11.8 7.7 3.5 10.8 70.3

2007 5.3 13.6 9.9 3.6 1.0 3.3 11.2 7.5 3.9 9.7 69.1

2008 5.5 15.2 9.3 4.1 1.2 3.7 10.6 7.2 4.3 9.8 70.9

2009 5.8 13.8 9.5 4.4 1.5 3.7 9.6 7.2 4.3 10.8 70.6

2010 5.5 17.9 8.8 4.2 1.6 3.4 9.8 6.6 4.4 8.5 70.8

2011 4.8 23.6 8.0 3.9 1.7 2.9 8.9 6.0 3.0 7.3 70.1

2012 4.2 20.9 8.4 4.4 2.5 2.9 10.2 6.0 3.3 6.5 69.3

2013 4.2 25.2 8.0 4.5 3.9 2.6 9.9 5.3 3.6 5.7 72.8

2014 4.1 24.7 8.2 4.2 4.6 2.6 10.8 4.9 3.1 5.6 72.9

2015 3.8 22.4 8.5 4.4 4.3 3.0 14.0 5.5 2.7 6.2 74.7

2016 3.2 26.9 7.4 4.1 4.3 2.6 15.4 5.1 2.7 5.5 77.2

Mean 4.2 22.9 8.5 2.9 1.5 2.4 8.2 7.4 2.6 8.8 69.6

http://www.vietnamtourism.gov.vn/english
http://www.vietnamtourism.gov.vn/%20english
http://data.worldbank.org/indicator/FP.CPI
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Fig.3 - Share of inbound tourist arrivals by country (in percentages), Vietnam, 2016 

 

We have selected the independent variables GDPG, RPI and ER based on previous studies for 

similar countries. A number of studies found the information provided by the fellow 

countrymen/women who visited a tourist destination (lagged TA), income of the traveller‘s 

country of origin (proxied by GDPG), relative price between the country of tourist origin and 

the country of visit (proxied by RPI) and the exchange rate between the countries (ER) are 

the major determinants that influence the decision of a tourist to decide which country they 

should travel to instead of staying at home. General economic climates such as GFC (global 

financial crisis) or some health risk related events such as SARS (Severe Acute Respiratory 

Syndrome) or political instability such as civil war (Selvanathan, 2006) could also affect the 

tourists‘ decision to visit a country.   

To avoid any spurious regression results, the first step is to investigate whether all the 

variables to be used in estimating Model (1) are stationary. We formally test for stationary of 

each time series using Phillips-Perron (PP) unit-root test.  The null and alternative hypotheses 

are:  

H0: Variable has a unit root (or the series is non-stationary) 

HA: Variable has no unit root (or the series is stationary) 

Table 2 presents the summary results from the unit root test for the 10 countries and the four 

variables. As can be seen, for all countries, we can conclude that all variables are stationary 

either in their level from or first difference form. This means that most of the variables 

included in model (1) are integrated of order 1, I(1). 
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Tab.2 - Unit Root Test Results 

Country TA PCGDP RCPI ER 

Vietnam I(1) - - - 

Australia I(1) I(0) I(1)  I(1) 

China I(1) I(1) I(0) I(1) 

Japan I(1) I(0) I(1) I(1) 

Malaysia I(1) I(0) I(1) I(1) 

Russia I(0) I(1) I(0) I(1) 

Singapore   I(1)* I(0) I(1) I(1) 

South Korea   I(1)* I(0) I(1) I(0) 

Taiwan I(1) I(0) I(1) I(1) 

Thailand I(1) I(1) I(1) I(1) 

US I(1)  I(0) I(1)  I(1) 

* I(1) at the 10% level of significance. 

 

Even if the variables are I(1), it is possible that the estimates obtained from Model (1) may 

not be spurious, provided that the variables in Model (1) are co-integrated. Therefore, the 

next step is to investigate whether the variables are cointegrated. For this purpose, based on 

Engle-Granger methodology (Engle and Granger, 1987), we use the residuals from each 

country estimation and investigate whether each residual series is I(0). 

We use the following null and alternative hypotheses to test for cointegration: 

H0: The error term has a unit root (not cointegrated) 

HA: The error term has no unit root (cointegrated) 

Table 3 presents the results. For all countries, the null hypothesis of the error term having a 

unit root (non-stationary) is rejected and hence there is some support for the alternate 

hypothesis that the error term is stationary and therefore the variables are cointegrated at the 

5% level of significance. That is, there exists strong evidence for the presence of a 

cointegrating relationship between the variables, tourist arrival numbers, GDP growth, 

relative prices and exchange rate for all ten countries. 

 

4.2 Econometric Approach 

In the last section we investigated the stationarity of the time series variables in order decide 

whether the estimated results are spurious or not. We also found that while a majority of the 

variables are I(1), some of them are I(0). In light of this, below we extend the analysis further 

by using the ARDL framework (originated by Pesaran and Shin 1995, Pesaran et al 1996, 

Pesaran 
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Tab.3 - Test for cointegration of variables in model (1) 

Country Test statistic p-value Error term Cointegrated? 

Australia -12.42 0.000 Stationary Yes 

China -4.316 0.015 Stationary Yes 

Japan -3.594* 0.058 Stationary Yes 

Malaysia -5.334 0.002 Stationary Yes 

Russia -6.704 0.000 Stationary Yes 

Singapore -4.287 0.017 Stationary Yes 

South Korea -9.868 0.000 Stationary Yes 

Taiwan -4.418 0.013 Stationary Yes 

Thailand -3.905 0.034 Stationary Yes 

US -4.370 0.015 Stationary Yes 

* Stationary at the 10% level. 

 

1997, Pesaran et al 1998). This approach can also be used to test the existence of a 

relationship between variables without testing whether those variables are I(0) or I(1) or 

mutually cointegrated. Based on our Model (1), we can write the corresponding unrestricted 

error correction model for country i as 

0
1 0 0 0

1 1 2 1 3 1 4 1                     

p qm r

it 1 j i,t j 2 j i,t j 3 j i,t j 4 j i,t j
j j j j

i,t i,t i,t i,t it

lnTA lnTA GDPG ln RPI ln ER

lnTA GDPG ln RPI ln ER

    

    

   
   

   

             

    
 

      i=1,2,…,10; t=1,2,…,20              (2) 

 

where  is the first difference operator. Equation (2) has two components, namely, the short-

run and the long-run in that order. We can use a F-test to test the existence of a long-run 

relationship (or cointegration) by testing the null hypothesis 

H0: 1 = 2  = 3  = 4  =  0   
      (no cointegration or no long-run relationship) 

H1: At least one i  0       i=1,2,3,4           (cointegration or long-run relationship exists)   

It has been shown that the above F-test is based on a non-standard distribution (Pesaran and 

Pesaran, 1997). The critical values that correspond to this distribution are based on whether 

the variables included in model (2) are either I(0) or I(1), the number of regressors and 

whether model (2) has an intercept and/or a trend term. Asymptotic critical values are given 

in Pesaran and Pesaran (1997) and Pesaran et al (2001) and finite sample critical values are 

given in Narayan (2005). Two sets of critical values, named as lower bound critical value I(0) 

and upper bound critical value I(1), need to be used as critical values for the F-test above.  If 

the value of the F-test statistic is higher than the I(1) critical value, we reject the null 

hypothesis and conclude that there is support for co-integration. If the value of the F-test 

statistic is lower than the I(0) critical value, we do not  reject the null hypothesis and 

conclude that there is no support for co-integration and the variables are stationary in their 

level form. If the value of the F-test statistic is in between I(0) and I(1) then a conclusion 

cannot be made without knowing the order of integration of the underlying regressors. In this 
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situation it is recommended to perform the unit root tests for the individual variables before 

using the ARDL technique as we have done above. 

Based on the F-test if we find evidence for a co-integrating relationship between the selected 

variables, then for country i, in the first step, we estimate an ARDL (m,p,q,r) model for the 

long-run relationship of the form 

0 1 , 2 , 3 , 4 ,
1 0 0 0

ln ln ln ln
p qm r

it j i t j j i t j j i t j j i t j it
j j j j

TA TA GDPG RPI ER        
   

           

            (3) 

We use measures such as Akaike Information Criteria (AIC) and the Schwarz Bayesian 

Criteria (SBC) to determine the required number of lags m, p, q and r. For annual data, it is 

recommended that a maximum lag length of 2 (Pesaran and Shin, 1999). 

If the variables are co-integrated then the short-run estimates can be obtained from the 

following Error-Correction model (ECM): 

0 1 , 2 , 3 , 4 ,
1 0 0 0

1

ln ln ln ln

                      

p qm r

it j i t j j i t j j i t j j i t j
j j j j

it it

TA TA GDPG RPI ER

ECM v

    



   
   



             

 
                   

            (4) 

 

where the error correction term is calculated from the long-run estimated results from 

equation (3) of the form         

    

0 1 , 2 , 3 , 4 ,
1 0 0 0

ln ln ln ln
p qm r

it it j i t j j i t j j i t j j i t j
j j j j

ECM TA TA GDPG RPI ER       
   

           (5) 

In model (4), the  coefficients measure the short-run dynamics of the model‘s convergence 

to equilibrium and  measures the speed of adjustment or convergence.  

 

5 RESULTS AND DISCUSSIONS 

We first estimate equation (2) to investigate the long-run relationship among the variables we 

considered in equation (1).  Table 4 presents the calculated values of the F-test statistic to test 

the following set of hypotheses 

    H0: 1 = 2  = 3  = 4  =  0   
     (no cointegration or no long-run relationship) 

    H1: At least one i  0       i=1,2,3,4           (cointegration or long-run relationship exists)  
 

Column (2) of Table 4 presents the preferred form of the ARDL(m,p,q,r) model; column (3) 

gives the calculated value of the F-test statistics, columns (4) and (5) present the I(0) and I(1) 

critical values (as discussed in Section 4.2) and the last column gives the conclusion of the 

hypothesis testing. As can be seen, for all countries as the value of the F-test statistics in 

Column (3) are larger than the I(1) critical values we have support for the alternate 
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hypothesis that the variables in the long-run relationship are cointegrated or there is a long-

run relationship exists  for each country. 

 

Tab.4 - ARDL Bounds test results 

Country 
Model 

F-test statistic 
Critical values at 5% 

Conclusion 
ARDL(m,p,q,r) I(0) I(1) 

(1) (2) (3) (4) (5) (6) 

Australia ARDL(3,-,1,2) 32.69 2.72 3.83 cointegrated at 5% 

China ARDL(3,3,3,3) 9.96 2.45 3.63 cointegrated at 5% 

Japan ARDL(1,3,3,3) 9.03 2.79 3.67 cointegrated at 5% 

Malaysia ARDL(1,2,1,2) 7.02 2.45 3.63 cointegrated at 5% 

Russia ARDL(1,-,2,3) 4.57 2.72 3.83 cointegrated at 5% 

Singapore ARDL(2,0,2,2) 4.11 2.72 3.77 cointegrated at 5% 

South Korea ARDL(2,3,3,2) 22.40 2.45 3.63 cointegrated at 5% 

Taiwan ARDL(1,1,2,0) 7.82 2.45 3.63 cointegrated at 5% 

Thailand ARDL(1,0,0,0) 7.07 2.45 3.63 cointegrated at 10% 

US ARDL(2,2,0,2) 4.58 3.47 4.45 cointegrated at 10% 

 

Table 5 presents the diagnostic tests for serial correlation and heteroscedasticity. As can be 

seen, there is support for both hypotheses that the errors are serially uncorrelated and are 

homoscedastic. 

We present the long-run estimation results in Table 6. As can be seen, for most countries the 

coefficient of the variable TAt-1 is positive and statistically significant. This means that the 

people who have visited Vietnam from each country in the past year have given positive 

reviews about Vietnam which has resulted in a positive influence on the travellers to select 

Vietnam as a preferred destination to visit in the following year. 

The income (measured by the rate of economic growth) had positive and significant impact 

on the travellers from Singapore, Korea and Thailand in making the decision in selecting 

Vietnam as their travel destination. For the six remaining countries (except China) travellers‘ 

income is not a significant factor in making the decision to travel to Vietnam. For China, the 

income coefficient is negative and significant. This may be due to the fact that when Chinese 

travellers become affluent, they may look for other luxury countries to visit. For travelers 

from all ten countries, relative price of Vietnam has a negative impact in attracting travellers 

and the variable is statistically significant for majority of the countries (except Russia, 

Taiwan, Thailand and the US).  Exchange rate between the country of origin and Vietnam 

plays a positive role in travelers making the decision to select Vietnam as their destination. 

The estimates of the trend term reveals that international travelers have a positive attitude 

towards visiting Vietnam.  
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Tab.5 - Diagnostic test results, Serial correlation and heteroscedasticity 

Country 

Breusch-Godfrey Serial Correlation LM 

Test 

Heteroscedasticity Test: Breusch-

Pagan-Godfrey 

Test statistic p-value Test statistic p-value 

Australia 2.65 0.150 2.10 0.983 

China 1.34 0.342 0.77 0.665 

Japan 2.58 0.403 2.66 0.229 

Malaysia 3.83 0.075 0.37 0.923 

Russia 0.19 0.832 0.29 0.960 

Singapore 5.17 0.054 0.80 0.628 

South Korea 0.20 0.832 1.70 0.366 

Taiwan 0.13 0.884 0.72 0.674 

Thailand 0.84 0.453 0.11 0.977 

US 1.25 0.363 1.93 0.197 

 

 

Tab.6 - Long-run Estimation results by country 

  Constant 

 

Ln TAt-1 GDPG Ln RCPI 

 

Ln ER 

 

Trend 

Australia 

  

0.787* 

(0.000) 

0.003 

(0.822) 

-0.549* 

(0.036) 

0.517* 

(0.028) 

0.016 

(0.134) 

China 

  

0.219 

(0.317) 

-0.082* 

(0.011) 

-3.475* 

(0.033) 

3.344* 

(0.008) 

0.082* 

(0.043) 

Japan 

 

9.675* 

(0.018) 

0.327 

(0.164) 

-0.033 

(0.426) 

-1.205* 

(0.012) 

0.519 

(0.108) 

0.139* 

(0.009) 

Malaysia 

  

0.657* 

(0.001) 

-0.004 

(0.699) 

-1.713* 

(0.003) 

1.230* 

(0.002) 

0.114* 

(0.006) 

Russia 

  

0.401** 

(0.076) 

0.020** 

(0.054) 

0.350 

(0.335) 

0.394* 

(0.037) 

0.199* 

(0.009) 

Singapore 

  

1.090* 

(0.000) 

0.012** 

(0.084) 

-1.950* 

(0.013) 

0.742* 

(0.014) 

0.064* 

(0.013) 

South Korea 

 

 10.21* 

(0.000) 

0.360* 

(0.003) 

0.051* 

(0.007) 

-1.523* 

(0.000) 

1.040* 

(0.004) 

0.158* 

(0.000) 

Taiwan 

 

17.85** 

(0.053) 

0.098 

(0.788) 

0.002 

(0.627) 

-2.146 

(0.299) 

0.409 

(0.357) 

0.062 

(0.057) 

Thailand 

  

0.973* 

(0.000) 

0.031* 

(0.014) 

-0.425 

(0.331) 

0.361 

(0.152) 

 

US 

 

15.50** 

(0.063) 

0.425** 

(0.062) 

0.003 

(0.862) 

-0.149 

(0.534) 

-0.842 

(0.239) 

0.065* 

(0.042) 
* denotes significant at the 5% level, and ** denotes significant at the 10% level. 
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Tab.7 - Short-run Estimation Results by Country 

Country  Constant DlnTAt-1 DlnTAt-2 DGDPGt DGDPGt-1 DGDPGt-2 DlnRCPIt DlnRCPIt-1 DlnRCPIt-2 DlnXRt DlnXRt-1 DlnXRt-2 Trend ECMt

Australia -0.554 -0.339 1.186 0.464 -1.013 0.019 -0.508

(0.001) (0.007) (0.006) (0.002) (0.000) (0.000) (0.000)

China -0.062 -0.597 0.050 0.017 0.017 0.017 -5.372 2.198 -1.255 5.438 3.431 0.096 -0.503

(0.387) (0.045) (0.075) (0.265) (0.269) (0.966) (0.045) (0.113) (0.214) (0.063) (0.065) (0.050) (0.050)

Japan -0.008 0.252 0.172 1.400 -1.186 0.607 -0.749 -0.379 1.544 -0.550

(0.674) (0.005) (0.004) (0.018) (0.036) (0.150) (0.057) (0.130) (0.003) (0.002)

Malaysia 0.035 -0.033 -1.883 1.387 0.994 -0.038

(0.004) (0.003) (0.045) (0.046) (0.076) (0.000)

Russia -0.081 0.024 -0.030 0.104 -0.597 -0.492 0.321 -0.966

(0.624) (0.198) (0.015) (0.812) (0.036) (0.061) (0.003) (0.004)

Singapore 9.473 0.445 2.379 -3.017 -3.315 2.083 -0.068

(0.001) (0.044) (0.061) (0.007) (0.007) (0.016) (0.001)

South Korea -0.326 0.171 -0.055 -0.020 1.261 -1.268 -1.922 2.846 -1.143 -0.802

(0.026) (0.000) (0.006) (0.028) (0.023) (0.015) (0.010) (0.000) (0.010) (0.000)

Taiwan 0.004 4.297 -4.582 0.020 -0.939

(0.037) (0.008) (0.003) (0.000) (0.000)

Thailand -0.027

(0.000)

US 19.827 0.369 -0.022 0.098 0.260 -3.121 0.024 -0.914

(0.001) (0.089) (0.131) (0.001) (0.719) (0.003) (0.010) (0.001)
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The estimates in Table 6 for a particular country can be interpreted in the following manner. 

For example, in the long-run, if the consumer prices in Vietnam increase by 10 percent 

relative to the consumer prices in Singapore, the tourist number travelling from Singapore to 

Vietnam would fall by 19.5 percent. If the Singaporean dollar appreciate by 10 percent 

relative to the Vietnamese Dong, the Singaporean tourist number to Vietnam would increase 

by 7.4 percent. 

We evaluated the structural stability of the regression model coefficients using the cumulative 

sum (CUSUM) and the cumulative sum of squares (CUSUMSQ) and found that coefficients 

were stable at the 5% level of significance.  

Table 7 presents the short-run estimation results. The lagged error correction term ECMt-1 for 

all countries are negative and statistically significant indicating that the variables are 

cointegrated.  The error correction term estimates for Russia, South Korea, Taiwan and the 

US are in the range -0.8 to -0.9 indicating a fast rate of convergence to equilibrium. The error 

correction term estimates for Australia, China and Japan are in the range of -0.5 to -0.6 

indicating a moderate rate of convergence to equilibrium while Malaysia, Singapore and 

Thailand error correction estimates are in the range of -0.03 to -0.07 meaning that the rate of 

convergence for these countries is very slow. 

 

6 CONCLUSIONS 

In this paper we have presented an econometric analysis of international inbound tourism 

demand in Vietnam. We have used annual time series data of tourist arrivals for the years 

1995-2016. Between 1995 and 2016, the total number inbound tourist arrivals to Vietnam has 

increased seven fold, from 1.4 million to 10 million. We have focused our analysis with 

respect to the top ten tourist supplying countries to Vietnam, namely, China, Korea, Japan, 

USA, Taiwan, Russia, Malaysia, Australia, Thailand and Singapore. In 2016, these top 10 

countries contributed around 77 percent of the inbound tourists to Vietnam. In this paper, we 

have identified the major determinants that influence tourist arrivals to Vietnam using ADRL 

and Error-Correction Models. 

The estimation results reveal the following: (1) Level of income of the travellers from Russia, 

Singapore, South Korea and Thailand has a positive impact; (2) Relative price (the price level 

in Vietnam relative to the country of traveller‘s origin) has a negative impact; (3) Exchange 

rate of the country of origin with respect to Vietnam has a positive impact; and (4) word of 

mouth from travellers who visited Vietnam in the past year has a  positive effect on their 

decision to select Vietnam as one of their preferred destinations. Using the error correction 

model we estimated the short-run and long-run impact of these determinants. For example, in 

the long-run, if consumer prices in Vietnam increase by 10 percent relative to consumer 

prices in Australia, tourist arrivals from Australia to Vietnam would fall by 5.5 percent. If the 

Australian dollar appreciates by 10 percent relative to Vietnamese Dong, tourist arrivals from 

Australia to Vietnam would increase by 5.2 percent. These results indicate that one possible 

way to attract more inbound tourists to Vietnam, the government should implement policies 

to maintain low consumer price levels relative to the consumer price levels in other countries. 

It is also worth mentioning that a major limitation in interpreting the results of this study is 

the small sample size of 20 observations as it is the only published data available on Vietnam 

tourist arrivals. Therefore, some of the results reported in the paper should be interpreted 

cautiously. In addition, due to lack of data availability, some other important variables such 
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as travel cost, competition between Vietnam and its neighbours (for example, Cambodia and 

Laos) are not incorporated into our model. 

The estimated results can be further utilized for forecasting the inbound tourism demand to 

Vietnam so that future planning on transport and accommodation can be made. 
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