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ABSTRACT

Tourism is an important economic sector for most countries, and it is also one of the
world’s fastest growing industries. The increasing importance of tourism in boosting
national economies such as Malaysia has sparked considerable interest to better
understand the entire tourism ecosystem for greater sustainability. This thesis
comprises three essays on the tourism industry in Malaysia. The essays are empirical
investigations on various perspectives of tourism system. The first essay explores the
generating aspect of the tourism system to identify the macroeconomic demand factors
and their relative importance. The second essay explores the tourism sector from the
perspective of efficiency and productivity. The last essay examines the impact of
homestay programme using a case study in Sepang, Selangor. Overall, the
interconnection between the findings of the three essays suggests that various
measures are pertinent to the theme of sustainable tourism ecosystem from the
perspective of policy makers. Findings from first essay suggest that Malaysia has
greater potential to attract tourist arrivals from the neighbouring countries as well as
Muslim countries. Despite the great potentials that exist, the finding from the second
essay suggests that there are variations in the level of efficiencies between states.
These variations imply that resources are not being fully utilized or there are excessive
of inputs that duplicate one another. Notwithstanding these issues, findings from last
essay which is based on a case study suggests that better utilization of tourism
resources could bring positive spillover effects to the surrounding communities.
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CHAPTER ONE

BACKGROUND AND MOTIVATION OF STUDY

1.1 INTRODUCTION

The United Nations World Tourism Organisation (UNWTO) has defined tourism as
“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 not related to the exercise of an activity remunerated from within the place
visited” (UNWTO, 2000). Tourism has become an important industry and has grown
to become a major contributor to the world economy (UNWTO, 2019). In 1950,
approximately 25 million international tourist arrivals were recorded. In 1960, that
number had increased to 70 million visitors; and in 2010, this number had increased to
approximately 940 million visitors — a growth of 1,250% from 50 years earlier (see
Figure 1.1). In addition, the UNWTO forecasted that this number would continue to
grow — up to 1.8 billion visitors in 2030 (UNWTO, 2011).

Although the tourist industry has had an exponential growth pattern since the
1950s, there has also been negative growth due to several economic, political, and
health crises, including the oil price crisis in the mid-1970s, the global recession in the
mid-1980s, the Persian Gulf War in 1991, the Asian financial crisis in late 1997, the
terrorist attacks on the World Trade Centre in New York and the Pentagon in the
United States in 2001, the outbreak of severe acute respiratory syndrome (SARS) and
avian flu in 2003, and the global financial crisis in late 2007. These crises all

significantly affected the international tourist arrivals (Tang, 2014).
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Figure 1.1 The Trend of World Tourist Arrivals
Source: UNWTO (2017)

Furthermore, positive growth in the tourism sector has also contributed
towards employment opportunities. According to the World Travel and Tourism
Council (WTTC) (2013), in 2013 about 101 million people were directly employed in
the travel and tourism industry, which contributed about 3.4% of total employment.
This number could be increased to 265.9 million if direct and indirect employments
are incorporated in the calculations. The WTTC has projected that, in the next decade,
direct employment in the tourism industry could be increased by up to 126.3 million
jobs (if both direct and indirect employment are included, that number could be
increased to 346.9 million). In addition, growth in the tourism sector will positively
affect other services sectors which are closely-related to the tourism sector such as
accommodation, entertainment, transport, shopping, foods and beverages, and small
and medium enterprises (SMEs) (Johan, 2009). Hence, many countries around the
globe have begun to pay serious attention to the development of this sector and to
offer a variety of packages and promotions in order to attract international tourists and

to generate profits for their respective countries (Kusni, Kadir and Nayan, 2013).



