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Tourism Demand

Tourism Market

indulge 1n pleasurable "activities and
travel for business purposes.
Amount of a set of tourist products that consumers

are willing to acquire during a specific period of

time, and under certain conditions which are

controlled by explanatory variables used in the
demand theory.

Tourist’s country of origin




ABSTRACT

Tourism is a major contributor to economic growth in many countries. In Kenya,
tourism is a significant economic activity contributing greatly to the gross
domestic product, foreign exchange earnings as well as employment. In 201 1, the
sector contributed 13.7 per cent of Gross Domestic Product, about 18.6 per cent in
foreign exchange earnings while creating close to a million jobs. The country’s
long term economic development blue print, the Kenya Vision 2030, has
identified tourism as the sector that will enable the country achieve a double digit

economic growth rate thus propelling the country into a globally competitive and

perceived or actual risks associated with travel. For the sector to play its rightful

role in contributing to growth, the factors that affect it ought to be empirically
investigated so that those with negative effects can be addressed for the sector to
achieve its envisaged target. The purpose of this study therefore was to
empirically investigate how various factors influence international tourism
demand in Kenya. The study estimated the demand for Kenya’s tourism from UK,
America and Indian tourists using the double-log linear model through
Generalized Least Squares estimation technique. Panel data for the period 1980-

2012 was used for the analysis










Country
- — -u | —— Kenya
—ii— Morocco
- South Africa

—& ~ Tunisia
- Algeria




for Morocco, Africa and

endowment, the performance of the sector suggests that its potential remains not

fully exploited for maximum economic gain. This is a challenge facing Kenya’s

tourism industry relative to other destinations in Aftrica.

classified into the following categories: socioeconomic factors, such as, income




Kenya. Unlike manufacturing or agriculture, tourism is a service industry and the

oroduction. Kenya's services sector, which

per cent of GDP, (WTTC 2012). Increasing the number of tourists visiting Kenya




the major contributor to the country's economic growth. Between 2003 and 2006,

the average annual growth rate was 9.8 per cent compared to 5.4 per cent for

Africa and 3.2 per cent for global tourism (Ikiara et al 2007). In 2006, tourism
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The Government has also recognized the varied set of products that Kenya is able
to offer. These include Coast tourism which is highly competitive and sensitive to
price changes, premium parks including Amboseli, Masai Mara and Amboseli and

niche products such as community and eco-based tourism that are unique and can

Efforts to diversify the

range of attractions into education, health, conferences and sports tourism
amongst others are continuing in order to improve not only the industry but also

the quality of tourists attracted into the country.

1.3 Major Players in the Tourism Sector
The Tourism sector is managed by both Government and private institutions that

~ work together to ensure the success of the industry. The Ministry of Tourism is

~ enhance quality of services offered by the sector.




encourages the participation of the private sector in exploring new tourism

circuits to diversify and expand tourism products and distribution in the country.

in ensuring that communities and conservation agencies work together with the

Government to reduce human and wildlife conflict, conserve wildlife, cultural and

natural resources and promote tourism.

1.4 Problem Statement

depended on_the.




tourist earnings from Kshs 56.2 billion to more than Kshs 200 billion over the

same period. However, the realization of these targets has not been actualized

ourist arrivals
as well as low earnings compared to its competitors yet it has a comparative

advantage of favourable weather all year round unlike her competitors. For Kenya

to be ambng the top 10 long-haul tourist destinations in the world offering a high-

end, diverse, and distinctive visitor experience that few of her competitors can

offer, as envisaged in the vision 2030, then the factors that influence international




7. What is the effect of trade openness on tourist arrivals in Kenya?

3. What is the effect of competitor price on tourist arrivals in Kenya?

esearch Ubjectives

The general objective of this study was to investigate how various factors

influence international tourism demand in Kenya. The specific objectives were as




forward linkages contributes over 18 per cent and 11 percent of export earnings
and employment respectively in the economy. With growth in importance of the
sector globally, competition is likely to intensify and the marketing strategies will
become increasingly important and thus the study will help in informing policy
makers on the strategies to employ in marketing the céuntry in major source

markets thus making it more competitive and a preferred tourist destination in

Africa as envisaged in the country’s long term economic blue print the Kenya

Since tourism sector is expected to play a key role in contributing towards a




design and methodology used in the study. Finally, chapter tour and five give

empirical findings, summary, and conclusion as well as policy implications of the

study.




e _______tiararnal ke Rl e OB e RN ERE s bz RN s S e




usually the major
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derived from different theoretical models such as

Olin (HO) models and Increasing Return to Scale (IRS) models of the New Trade




The European Intelligent Unit (1979) undertook a study on the role played by

(VAR). They found a negative impact of terrorism on tourism in Spain.




destination choice, for both ‘developed and less developed countries. Fashions







modelling approach is a theory based approach and thus, it permits policy




impacts on the level of tourism activity than a low-to-medium, one-off terrorist

Chaiboonsri et al (2010) in their study on panel cointegration analysis on tourism

demand of Thailand in six countries of Malaysia, Japan, Korea, China, Singapore,




demands relates significantly with the trades. They measured trade openness as

total trade (imports and exports) over GDP.

tourism forecasts.




well as the seasonality nature of the industry has an impact on the number of










South Africa (T,) in such a way that it maximizes his/her utility function. These




2002). Tourist arrivals were used as the dependent variable in this study because data by




-- Africa in year t. It measures the | respective countries. This is -

- cost of living in the destination | because international tourists are










Squares (GLS) estimation technique.




Source: Own Computation




Table 4.2 presents the correlation matrix which tests the linear relationship

between the variables in the model.
















_only_countruv_an Sub_Saharan Africa competino tor tourismwith Kenva _lhe real
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shows that trade is a factor affecting tourism demand. The results give an
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