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Abstract

Despite the remarkable prosperity of the Egyptian tourism
sector since 2004, and its increasing contribution to the national
economy as one of the most important economic sectors, the global
financial crisis that exploded in the second half of 2008 has come to
hit and threat this sector and others. The implications have started

in December 2008 where tourist numbers dropped by about ‘¢ %
compared with the same month last year.

This study aims to highlight and analyze the implications of
the global financial crisis on the tourism sector in Egypt. First we
explained the current crisis and its impact on the tourism sector and
identified the channels through which the crisis affects the sector, as
well as discuss the foundations to design the stimulus package to
help this sector under different scenarios to the evolution of the
crisis in the next three years.

The research methodology depends on building a model of
tourism demand function by estimating the demand for tourism in
Egypt during the period from 1990 to 2008 for five areas. Then we
use the results to build a baseline scenario to reflect the situation in
the absence of crisis and compare it with the results of the other
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artificial scenarios under a decline in world income by 1% and 2 %.
We use double log model, unit root tests, and forecasting techniques
to estimate the model and scenarios.

The Study evidenced significant effects of income and relative
prices on demand for tourism, while there is no evidence on the
impact of the exchange rate. The study observed high elasticity of
demand for tourism to relative prices. We expect a decrease in
tourism expenditure by 108 million dollar when world income
growth rate decreases by 1% and by 212 million dollar when world
income growth rate decreases by 2%. Finally, the study provides set
of recommendations for policy makers regarding the demand side
and supply and the role of the government to overcome the
implications of the crisis on tourism sector.
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(V) aly ds
Lalud) Nl e g cpmilead) Saef laa) as geilds
(cpadbad) Sasl) J ) 723 gail)
Variable Coefficient Std. Error t-Statistic Prob.
LAGDP 0.74938 0.03039 24.6561 0.000
LEEX 0.21030 0.24211 0.81703  0.434
LRP -1.95991 0.58586 -3.34508  0.004
C 0.01589 0.17578 0.09040  0.929
R-squared 0.92448 Mean dependent var  8.4328
Adjusted R-squared  0.90830 S.D. dependent var 0.4967
Log likelihood 10.8356 Durbin-Watson stat  1.9682
(abd JUL 2ae) G 23 galll
Variable Coefficient Std. Error t-Statistic Prob.
LAGDP 0.90546 0.07724 11.7222  0.000
LEEX 0.76168 0.42172 1.80611 0.092
LRP -2.14122 0.94403 -2.90339  0.011
C 0.38057 0.15729 2.41956  0.029
R-squared 0.90457 Mean dependent var  10.414
Adjusted R-squared  0.88412 S.D. dependent var 0.6591
Log likelihood 3.62162 Durbin-Watson stat  1.92429
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Lo e Aabuadl Ll sse g Guadlad) Saef s il

(cradud) Jacf) M 73 gadl

Variable Coefficient Std. Error t-Statistic Prob.
LY 0.44067 0.02651 16.6199  0.000
LEEX 0.18525 0.18695 0.99089  0.343
LRP -0.¥2419 0.13345  -3.17870 0.009
C 38.1294 9.60243 3.97081  0.001
R-squared 0.79335 Mean dependent var 7.53275
Adjusted R-squared 0.75891 S.D. dependent var  0.57322
Log likelihood -0.59357 Durbin-Watson stat 2.08530

(Aabuwd) Jutl) aae) G 73 galll

Variable Coefficient Std. Error t-Statistic Prob.

LY 0.66307 0.00651 101.822  0.0000
LEEX 0.12866 0..1492  4.01913  0.0010
LRP -0.29425 0.14912  -1.97317 0.0672

C 64.2627 27.4476 2.34128  0.0345
R-squared 0.88110 Mean dependent var 9.76686
Adjusted R-squared 0.86624 S.D. dependent var  0.83546
Log likelihood -2.80005 Durbin-Watson stat 1.83911

(™) adu Joaa
b ) Goal e dabad) Ll sae g cuadlad) dasf s gl

(Cpaibad) dac) S ¥ 73 gail)

Variable Coefficient Std. Error t-Statistic Prob.
LY 0.80248  0.027880  28.7834 0.000
LEEX 0.11501  0.170872  0.67312 0.511
LRP -0.35708  0.274430 -1.30117 0.214
R-squared 0.81475 Mean dependent var 7.1437
Adjusted R-squared 0.77505 S.D. dependent var 0.2545
Log likelihood 14.7127 Durbin-Watson stat 1.6423

(Aabud) Jutl) sae) JEY 73 galll

Variable Coefficient Std. Error t-Statistic Prob.
LY 0.98528 0.03499  27.3845 0.000
LEEX 0.24889 0.27046  0.92027 0.373
LRP -2.51572 1.51779  -1.65748 0.119
R-squared 0.86341 Mean dependent var 9,1339
Adjusted R-squared 0.83415 S.D. dependent var 0.5362
Log likelihood 4.10857 Durbin-Watson stat 1.9761
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Variable Coefficient Std. Error t-Statistic Prob.
LY 0.745376  0.042915  17.36886 0.0000
LEEX 0.842874  0.250555  3.364023 0.0039
LRP -0.947011  0.285233  -3.320134 0.0043
C 3.587177  3.059415  1.172504 0.2593
R-squared 0.693083 Mean dependent var  5.456274
Adjusted R-squared 0.654719 S.D. dependent var 0.296689
Log likelihood 7.861363 Durbin-Watson stat  2.025826

(Aabud) Jutl) sae) G 73 galll

Variable Coefficient Std. Error t-Statistic Prob.
LY 0.868917  0.087705 9.907297 0.0000
LEEX -0.191705 0.546305 -0.350913 0.7302
LRP -1.089167 0.452131 -2.408962 0.0284
C 15.53576  5.543314  2.802613 0.0134
R-squared 0.698337 Mean dependent var 7.4649

Adjusted R-squared 0.660630 S.D. dependent var 0.5491
S.E. of regression 0.320182 Akaike info criterion  0.7008
Sum squared resid 1.640264 Schwarz criterion 0.8520
Log likelihood 3.688806 Durbin-Watson stat 1.7921
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Variable Coefficient Std. Error t-Statistic Prob.
LY 0.50658 0.04347 11.6536  0.000
LEEX 0.34865 0.24854 1.40277 0.182
LRP -1.40982  0.60255  -2.33973 0.034
C 0.73026 0.05301 13.7751 _ 0.000
R-squared 0.92448 Mean dependent var 5.2124
Adjusted R-squared 0.90830 S.D. dependent var  0.3490
Log likelihood 10.8356 Durbin-Watson stat 1.6745

(Raboad) AU sae) KD 73 gald

Variable Coefficient Std. Error t-Statistic Prob.
LY 0.70598 0.04816 14.6583  0.000
LEEX 0.55336 0.33710 1.64152  0.123
LRP -3.22236  1.48920  -2.16381 0.048
C 0.73190 0.04030 18.1583  0.000
R-squared 0.91313 Mean dependent var 7.3065
Adjusted R-squared 0.89452 S.D. dependent var  0.5984
Log likelihood 6.20666 Durbin-Watson stat 1.8674

(1) pdu do
bl 5 Ll ¢ Lalaad) ALl a5 cpailaad) Sas] yals il

(cyaibad) dac) S 73 gail)

Variable Coefficient Std. Error t-Statistic Prob.
LY 0.66444 0.04908 13.5553 0.000
LEEX 0.23383 0.28610 0.81705 0.425
LRP -1.27544  0.32580  -3.91489 0.001
C -10.7811 3.34669  -3.22153 0.005
R-squared 0.83263 Mean dependent var 5.510
Adjusted R-squared 0.81160 S.D. dependent var  0.458
Log likelihood 5.33479 Durbin-Watson stat 1.853

(Aabud) AU 30)  JEY 3 gall

Variable Coefficient Std. Error t-Statistic Prob.
LY 0.79629 0.08430 9.44476 0.000
LEEX 0.16865 0.49150 0.34313  0.736
LRP -2.35835  0.98645  -2.39069 0.034
C 0.62646 0.13734 4.56067 0.004
R-squared 0.84008 Mean dependent var 7.334
Adjusted R-squared 0.80587 S.D. dependent var  0.552
Log likelihood 2.16034 Durbin-Watson stat 1.925
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(%) (oAsall 3l Cradl) g Alliidiag [ (gl i o
1.9 1.5 1.8 - 5.3 1991/92
2.5 2.9 1.6 -5.3 43 1992/93
3.9 4.2 8.6 -0.4 -18.6 1993/94
4.7 7.7 0.1 -4.5 124 1994/95
5.0 7.5 - 1.9 12.9 1995/96
5.3 8.4 -5.0 -4.2 13.0 1996/97
4.1 7.8 -9.7 -5.1 -13.3 1997/98
54 9.7 0.4 2.9 20.0 1998/99
5.9 7.9 0.2 1.8 31.3 1999/00
34 3.6 1.5 16.1 -4.3 2000/01
3.2 4.2 1.7 -5.9 -10.6 2001/02
3.1 -0.4 8.7 7.8 10.1 2002/03
4.2 -2.9 10.8 5.6 11.1 2003/04
4.6 -4.9 8.2 6.8 9.4 2004/05
6.9 -2.1 50.2 8.7 10.3 2005/06
7.1 -0.7 7.5 6.3 14.1 2006/07

g yaall 538 sl Al ol
(M) pdu dox
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dabd ) 5L Jid gL

s O gad) 3 |9l il
1646.0 1662.0 2333.9 1990/91
2529.0 1950.2 1897.7 1991/92
2375.0 1941.1 21113 1992/93
1779.3 1990.3 1772.1 1993/94
2298.9 2059.4 2176.0 1994/95
3009.1 1884.7 22256 1995/9
3646.3 1848.9 2577.8 1996/97
2940.5 1776.5 17284 1997/98
3235.1 1771.0 999.7 1998/99
4313.8 1780.8 2272.9 1999/00
4316.9 1842.5 26324 2000/01
3422.8 1819.8 2381.0 2001/02
3796.4 2236.2 3160.8 2002/03
5475.1 2848.4 3910.3 2003/04
6429.8 3306.8 5299.0 2004/05
7234.6 3558.8 10222.4 2005/06
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