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Abstract 

This paper investigated the factors that influence domestic tourism in Nigeria. Data for this 

purpose have been gathered from the publications of World Travel and Tourism Council (WTTC) 

and Nigerian Bureau of Statistics (NBS). Data analyses have been carried out with unit root tests, 

followed by co-integration and error correction modelling. The results reveal that income, travel 

cost and infrastructure are important determinants of domestic tourism in Nigeria. The implication 

of these results for policymakers is that there is need to rejuvenate the country’s tourist attraction 

centres as well as transport infrastructure to propel domestic tourism. 
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I. Introduction 

Tourism is one of the important service sectors which enable countries to earn 

gains in economic, social and cultural fields (Ali, Burhan, Faith & Rabin, 2014). This 

underscores the massive deployment of resources towards its development by advanced 

and developing nations. Mishra, Rout and Mohapatra (2011) posit that tourism has now 

emerged from being a relatively small-scale economic activity into one of the world 

largest industries and one of its fastest growing economic sectors. Despite the challenges 

of widespread terrorist attacks, political instability, health pandemics and natural disasters, 

the impacts of tourism on global economy continue to increase year-on-year. The 

percentage contribution of tourism to global GDP rose from 10.2 in 2016 to 10.4 in 2017 
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and the employment generated through tourism in the same period also rose from 292 

million to 313 million (World Travel and Tourism Council, 2018). 

In the field of tourism, Nigeria offers a wide variety of tourism resources that 

spread across regions and states of the country. The country inherits vast tracts of 

unspoiled nature ranging from roomy rivers and ocean beaches, tropical forests, 

magnificent waterfalls, lush mountains and a unique wildlife. Only a few countries in the 

world can boast of a unique blend of breath-taking natural and beautiful sites, a rich 

diversity of cultures, well preserved traditions, and a great history as Nigeria. The tourism 

industry though still in the infant stage in Nigeria has continued to contribute moderately 

to the sustainable development of the country. In 2017, the tourism sector contributed 

about 5.1 percent of the nation Gross Domestic Product (GDP) and provided 1.8 percent 

of the total employment (WTTC, 2018). 

Analyses of the contributions of the tourism industry to Nigerian economy show 

that the revenue generated from international tourism is declining due largely to the 

deleterious impact of terrorism in Northern Nigeria; a significant factor that deters foreign 

tourists from visiting the country. Domestic tourism on the other hand maintains an 

upward trend. Domestic tourism has therefore become significant in Nigeria not only 

because it can address the seasonality associated with international tourism but can also 

shore up the performance of tourism during low periods of international arrivals.  

It is important to note that studies on tourism in Nigeria are mainly focused on 

micro level with reference to specific tourism destinations. The few studies that have used 

nationwide data mainly focus on effects of tourism on the economy. Empirical 

investigations on the determinants of tourism as an economic sector in Nigeria remain 

fuzzy and inadequate. This study is thus an attempt to fill this perceived gap in tourism as 

an alternative driver of the nation’s economy. Thus, this study has investigated the factors 

influencing the demand for domestic tourism in Nigeria; and the findings are expected to 

help stakeholders in tourism industry to have a better understanding of the determinants of 

the demand for domestic tourism. It is hoped that a better understanding of the outlined 

tourism determinants will enable an effective and appropriate action plan that will 

promote domestic tourism in the country. 
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II. Literature Review 

II.1 Theoretical Framework 

Tourism demand from an economic perspective takes its root from classical 

demand theory; it is defined as the amount of tourism product that consumers are willing 

to purchase during a specific period under a given set of conditions (Song & Witt, 2000). 

Tourism demand can be measured by a number of criteria. Lim (1997) groups the 

measurement of tourism demand into four categories: doer criterion which contains 

measures such as number of tourist arrivals, number of tourist visits and visit rates; 

pecuniary criterion consisting of financial measures like tourist expenditure and the 

proportion of expenditure in income; time-consumed criterion that measures the number 

of days and nights tourists spend in a destination and distance-travelled criterion which 

measures travel distance from origin to destination either in miles of kilometres. Among 

these measurement criteria, tourist arrivals and tourist expenditure are commonly used in 

empirical studies because their data are readily available and also consistent between data 

sources (Song et al., 2010). Garin-Munoz (2006); Liu and Yan (2012); 

Chasapopoulos, den Butter and Mihaylov (2014) use tourist arrivals as a measure 

of demand for tourism in their respective researches. Yang, (2016) adopt tourist 

expenditure as a measure of tourism demand in his study of influence of income and price 

on domestic tourism in China. 

The demand for tourism (both international and domestic) is influenced by 

varieties of factors ranging from economic, political and attitudinal to social, natural and 

technological.  Research studies on determinants of tourism demand are quite extensive 

(Witt &Witt, 1995; Morley, 1998; Garin-Munoz &Amaral, 2000; Eliat& Einav, 2004; 

Kulendran & Divisekera, 2007; Massidda & Etzo, 2010; Jerenashvili, 2014; Leitao, 2015; 

Warattaya & Pimonpun, 2017; Martha, Carlos, Jorge & Isaac, 2018; Shafiullah, Okafor & 

Khalid, 2019). Many of these researches have focused mainly on economic factors and 

relied heavily on consumer demand theory. In traditional demand theory, consumer’s 

income, price of a particular good, prices of related goods (substitute & complement) and 

taste are the main determinants of demand. Accordingly, empirical literatures on tourism 

demand modelling and forecasting identify income and price as the most significant 

determinants. Income determines the financial capability of a tourist to travel to a 

destination and in accordance with consumer demand theory, an increase in real 

household income will encourage more people to travel. In determining the proxy for 

income variable, Lim (1997) in his study asserts that a host of tourism researchers have 
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employed income proxy such as nominal or real disposable and national income, gross 

domestic products, gross national products and real average wage per employee (Yap, 

2010).  

Regarding tourism prices, Seddighi & Shearing (1997) cited in Yap (2010) argue 

that two elements of tourism prices to consider in tourism demand modelling are the cost 

of travel to the destination and cost of living in the destination. Yap (2010) further 

clarifies that cost of living in the destination to include prices of tourist accommodation, 

recreation and restaurants. In domestic tourism literature, an increase in tourism prices in 

a destination can have a significant adverse effect on the number of domestic tourists to 

that destination.     

II.2     Empirical Framework 

Empirical studies on domestic tourism demand are quite few when compared to 

studies on international tourism demand. Studies like Tsartas, Manologlou and Markou, 

(2001); Mariki, Hassan, Maganga, Modest and Salehe, (2011); Perez, (2016) have 

employed the tourism demand model with different explained and explanatory variables. 

In all the studies, there seem to be diverse findings on the effect of income variable on 

domestic tourism demand; while price variables are consistently found to have significant 

negative effect on demand. 

 In modelling and forecasting Australian domestic tourism, Athanasopoulos and 

Hyndman (2008) propose domestic tourism demand model that state the number of 

domestic holiday nights as a function of time trend, personal debts, GDP per capita, the 

prices of domestic holiday amongst others. Their study reveals significant negative 

coefficients for GDP per capita and prices of domestic holidays. Their conclusion is that 

an increase in domestic tourists’ income and prices of domestic holidays can lead to a 

decrease in the demand for domestic holiday travel in Australia.  

Kim and Qu (2002) examine factors affecting domestic Korean tourist travel 

expenditure per person using GNP per capita, family size, and number of years of 

education as part of the explanatory variables. Their findings show that GNP per capita is 

not an important factor in the determination of domestic tourist travel expenditure in 

Korea. 

 Likewise, Salman, Shukur and Bergmann-Winberg (2007) in their study have 

compared the effect of real income, nominal and real exchange rate, price level and the 

Chernobyl nuclear disaster on both domestic and international tourism demand (measured 

by number of visitors) for Sweden. Their findings show that while real income, exchange 
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rate or Chernobyl nuclear disaster have no significant effect on domestic tourism demand, 

the price and weather variables however affect domestic tourism demand significantly.  

Liu and Yan (2012) in another study on the impact of domestic economy cycle on 

domestic tourism demand in Sichuan using domestic tourist arrivals as explained variable 

and per capita national income, consumer price index and interest rate as explanatory 

variables. The outcome of their research effort show that per capita income exert positive 

effects while price index and interest rate have negative impacts on Sichuan’s domestic 

tourism demand. 

Forbes, Berthur and Sebastian (2014) equally explore the extent to which pricing 

affect the performance of domestic tourism in Zimbabwe using descriptive survey. The 

findings of their study reveal that pricing alone accounts for 41% of the decision to 

participate in domestic tourism while other factors like time, income and environment 

account for the remaining 51%. The study thereafter concludes that pricing is a key 

determinant in the success of domestic tourism in Zimbabwe. 

Yang (2016) also investigates the influence of absolute income, relative income, 

domestic tourism price and substitute price on domestic tourism demand of both urban 

and rural residents in China. Their findings reveal that absolute income is the dominant 

factor that influences Chinese domestic tourism demand for both urban and rural 

residents; they are also able to ascertain that relative income is important in few regions. 

Their study therefore concluded that apart from absolute income, relative income should 

also be considered when designing marketing plans to target potential tourists.  

 Nair and Ramachandran (2016) examine the determinants of tourist destination 

choice by domestic tourists in India using quantitative research method and regression 

analysis. Climate and destination management have been pinpointed as a major influencer 

of consumer’s choice of destination. 

Ngari and Machariaemploy (2017) survey method and descriptive statistics to 

examine factors influencing the participation in domestic tourism among public sector 

employees in Kenya. Their study identifies socio-economic factor, holiday culture, 

tourism sector attitude and tourism marketing incentives as important factors determining 

the participation of public sector employees in domestic tourism in Kenya. The study 

further reveals that costs are the biggest impediments to domestic tourism in Kenya. 

Morupisi and Mokgalo (2017) use focus study approach to identify and explain 

the challenges to the development of domestic tourism in Bostwana. The study identifies 

mono tourism product (wildlife based), culture and price of tourism services as factors 

inhibiting the development of domestic tourism in Bostwana. 
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Bao and Xie (2019) in a recent study, examine the determinants of domestic 

tourism demand for Guilin using gravity model approach. The results of their study show 

that domestic tourism demand for Guilin in a provincial administrative region (PAR) is 

determined by the total city and town population of the PAR, average annual employee 

wage of the PAR and train travel time from the PAR to Guilin. 

III. Methodology 

The study investigates the effect of economic factors and tourism infrastructure on 

domestic tourism demand. In order to achieve the objectives of this study, ex-post-facto 

research design has been used.With respect to this, the study draws from the existing 

literature to identify the economic factors within the available data in Nigeria and use the 

standard classical tourism demand function augmented with tourism infrastructure. 

III.1   Model Specification 

The model for this study takes the form: 

                DOS = f (PI, CPIT, CAPINV)                                                               (i) 

Where DOS denotes domestic tourism demand and PI, CPIT, CAPINV are GDP 

per capita, domestic travel costs and total tourism gross fixed capital formation 

respectively. 

From equation (i), the explicit equation to be estimated after taking the natural 

logs of both sides is specified as follows: 
 

InDOS = α0 + α1lnPI + α2lnCPIT + α3lnCAPINV + µ                                        (ii) 
 

All the variables are as defined above, α0is the constant parameter, µ is the white 

error term and α1, α2, α3 are constant elasticity coefficients of output with respect to PI, 

CPIT and CAPINV, α1 and α3are expected to be positive while α2 is expected to be 

negative. 

In this study, all the variables are annual time-series data and the period of study 

is from 1989 to 2017.  

Domestic tourism demand is the dependent variable. Tourism demand is often 

measured in terms of tourist expenditure/receipts; number of tourists’ arrival/departure; 

length of stay, nights spent at tourist accommodation and travel exports/imports (Lim, 

1997). In this study, domestic tourists’ expenditure is used as proxy for domestic tourism 

demand. This proxy was also adopted by Yang (2016). Data on domestic tourists’ 

expenditure were collected from the World Travel & Tourism Council (WTTC) data base.  
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III.2 Explanatory variables  

In domestic tourism demand literature, the explanatory variables commonly tested 

are income, population, tourism prices and transportation costs. The selected explanatory 

variables for this study based on available data are: 

Income 

 Income measures the spending capacity of the tourists. In this study, income is 

proxy by real gross domestic product per capita. This proxy has been used in many 

previous studies; some of which are: Athanasopoulos& Hyndman, (2008), Yap, (2010), 

and Seetanah et al., (2011). Data for GDP per capita were obtained from the World 

Bank’s World Development Indicators. 

Transportation costs 

Transportation cost selected in this study is the consumer price index for 

transportation. The monthly data of consumer price index (transportation) come from the 

Nigerian Bureau of Statistics. The data were collated to obtain the annual average for the 

years under consideration. 

Tourism infrastructure 

 Tourism infrastructure measure used in this study is tourism gross fixed capital 

formation. Tourism GFCF according to World Travel &Tourism Council is the 

investment spending by industries on specific tourism assets such as new visitor 

accommodation, passenger transport equipment as well as restaurant and leisure facilities 

for specific tourism use. Data on tourism GFCF are taken from the WTTC data base. 

Econometric method 

The estimation technique used in the study consists of three steps procedure. First, 

the unit root test using Augmented Dickey Fuller (ADF) and Dickey Fuller GLS 

techniques to ascertain the stationarity of the data used. Second, co integration test with 

Johansen co integration technique to verify the existence of co integrating relationship 

within the variable of estimation. Lastly, there is reliance on error correction model to 

establish short-run dynamism. 

IV. Results 

As an essential step in time series analysis, it is first required to determine the 

order of integration for each of the variables used in the analysis to provide a guide on the 

choice of co integrating test procedure to employ. Augmented Dickey Fuller (ADF) unit 
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root test and Dickey Fuller GLS unit root test were used for this purpose and the results of 

the tests are reported in table 1. 

 

Table 1 -Results of Unit Root Tests 

Series            ADF  DF_GLS   

In level Test-stat  Critical 

values @1% 

Test-stat Critical 

values @ 

1% 

Remark  

LDOS -1.636247 -3.689194 -0.129939 -2.650145 Not stationary 

LPI -0.313560 -3.689194 -0.074233 -2.653401 Not stationary 

LCPIT -1.673260 -3.857386 -0.980695 -2.692358 Not stationary 

LCAPINV -1.079554 -3.689194  0.243679 -2.653401 Not stationary 

In first difference      

DLDOS -5.346529*** -3.699871 -5.436875*** -2.653401 I(1) 

DLPI -4.194777*** -3.699871 -3.862225*** -2.653401 I(1) 

DLCPIT -3.144016** -3.857386 -4.402888*** -2.679735 I(1) 

DLCAPINV -4.432743*** -3.699871 -3.927674*** -2.653401 I(1) 

Developed by the Authors (2019) 

 

Note *,**,*** represents stationarity trend @ 10%, 5% and 1% level of significance respectively 

 

From Table 1 above, both tests could not reject the null hypothesis of a unit root 

for all the variables at level. However, when all the variables are tested at first difference, 

both tests indicate the rejection of the null hypothesis of unit root for all the variables. 

Hence, it is concluded that the variables used in the model are integrated of order one, I 

(1).  

Based on the unit root tests result that the integration of the four series is of order 

one, the study then adopt Johansen & Jesulius (1992) co-integration technique to test the 

existence of co integration among the series. The result of the test is presented in table 2.  
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Table 2 -Co integration Result 

Hypothesized 

No. of CE (S) 

Eigen 

value 

Trace 

Statistics 

0.05 

Critical 

  Value 

Prob.** Max-Eigen 

Statistics 

0.05 

Critical 

  Value 

Prob.** 

None* 

At most 1 

At most 2 

At most 3 

0.812056 

0.517621 

0.364482 

0.318098 

67.97331 

32.86942 

17.55988 

8.040260 

63.87610 

42.91525 

25.87211 

12.51798 

0.0217 

0.3430 

0.3743 

0.2484 

35.10389 

15.30954 

9.519621 

8.040260 

32.11832 

25.82321 

19.38704 

12. 51798 

0.0209 

0.6066 

0.6701 

0.2484 

Normalized co integrating coefficients 

Variables 

LDOS 

LPI 

LCPIT 

LCAPINV 

Log likelihood 

 

Coefficients 

-2.020355 

-1.122852 

 0.521982 

 

72.01050 

 

T-Statistics 

-3.684291 

-2.087629 

 5.179421 

 

Developed by the Authors (2019) 

 

The Johansen method utilizes both the trace and maximum Eigen statistic in 

determining the significance or otherwise of the co integrated series as suggested by the 

unit root results. As shown in the upper part of table 2, the Trace test rejects the 

hypothesis of no co integration, and indicates the existence of one co integrating equation 

at 5% level of significance. The maximum Eigen test confirms the result of the trace test 

also at 5% level of significance. This implies that there is a long-run equilibrium 

relationship between domestic per capita income, domestic travel cost, tourism 

infrastructure and domestic tourism demand. 

The normalized coefficients result as displayed in the lower part of table 2 

revealsthat income, travel cost and domestic tourism demand are negatively related while 

the relationship between infrastructure and tourism demand is positive.Specifically, a 

percent increase in domestic per capita income results in 2 percent reduction in domestic 

tourism demand. This result contradicts what has been reported in many of the previous 

studies on which the a-priori expectation of this study is based. This result can be 

attributed to the deplorable state of tourist centres in Nigeria. Apart from the hospitality 

aspect of tourism that has grown tremendously, many of the tourist centres are yet to be 

upgraded to respectable standard. Consequently, many Nigerians have developed 

penchant for travelling overseas for tourism.  However, this result confirms the findings of 

Athanasopoulos& Hyndman (2008). 
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The study also established that domestic travel cost has a significant inverse 

relationship with domestic tourism demand. A percentage increase in domestic travel cost 

reduces tourism demand by 1.12 percent. This indicates that the degree of responsiveness 

of domestic tourism demand to travel cost is elastic. The result confirms the findings of 

the previous studies that travel cost is one of the important determinants of tourism 

demand both domestically and internationally. As regards tourism infrastructure, the sign 

of the variable confirmed the a-priori expectation but the response of the tourism demand 

to the variable is relatively inelastic. 

Once co-integration has been established among the series, the study further 

employs Vector Error Correction Model to verify whether or not any disturbances to the 

equilibrium in the short run can be corrected in the long run. The Error Correction 

Mechanism provides a means todetermine short run adjustment process towards the long 

run equilibrium state in the system (Yusuff&Akinde, 2015). 

As stated in Mishra et al., (2011), estimation of Vector Error Correction Model 

(VECM), requires the selections of an appropriate lag length. For this study, the number 

of lags in the model has been determined by Akaike Information Criterion (AIC) and 

Schwarz Information Criterion (SIC). The lag length that minimizes both AIC and SIC is 

1. Then, the error correction model with computed value of the regression coefficients is 

estimated and the result presented in table 3 below. 

 

Table 3- Vector Error Correction Estimates 

Independent Variables D(LDOS) D(LPI) D(LCPIT) D(LCAPINV) 

CoinEq1 

(standard errors) 

[t-statistic] 

-0.826963 

(0.24931) 

[-3.31701 

 

-0.058101 

(0.06330) 

[-0.91791] 

-0.011155 

(0.07615) 

[-0.14648] 

0.669928 

(0.34022) 

[0.96911] 

D(LDOS(-1)) 

(standard errors) 

[t-statistic] 

0.045714 

(0.21687) 

[0.21079] 

 

0.013319 

(0.05506) 

[0.24190] 

-0.065649 

(0.06624) 

[-0.99105] 

-239838 

(0.29595) 

[-0.81040] 

D(LPI(-1)) 

(standard errors) 

[t-statistic] 

2.595800 

(1.08089) 

[2.40155] 

 

0.242846 

(0.27443) 

[0.88492] 

-0.149733 

(0.33015) 

[-0.45353] 

-1.506358 

(1.47502) 

[-1.02124] 

D(LCPIT(-1)) 

(standard errors) 

0.754118 

(0.70961) 

0.072791 

(0.18016) 

-0.126429 

(0.21675) 

-0.740505 

(0.96836) 
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Independent Variables D(LDOS) D(LPI) D(LCPIT) D(LCAPINV) 

[t-statistic] [1.06272] 

 

[0.40403] [-0.58331] [-0.76470] 

D(LCAPINV(-1)) 

(standard errors) 

[t-statistic] 

-0.007689 

(0.16709) 

[-0.04602] 

 

0.054546 

(0.04242) 

[1.28581] 

0.069684 

(0.05104) 

[1.36540 

0.297765 

(0.22801) 

[1.30592] 

Constant 

(standard errors) 

[t-statistic] 

-0.040031 

(0.10776) 

[-0.37147] 

 

0.001908 

(0.02736) 

[-0.06975] 

0.116000 

(0.03292) 

[3.52410] 

0.333278 

(0.14706) 

[2.26627] 

Developed by the Authors (2019) 

 

 
The coefficient of error-correction term estimated in the LDOS equation is 

statistically significant and has a correct sign. This indicates that 83 percent of the 

disequilibrium errors in the system arising from the influence of external shocks are 

corrected per time. In other words, the system has the inertial of adjusting to a state when 

acted upon by external forces; hence it exhibits convergence properties. 

V. Discussion of the findings 

This paper examines the influence of economic factors and tourism infrastructure 

on the demand for domestic tourism using the co integration and error correction 

modelling approach. The existence of long –run equilibrium relationship has been 

established amongst the variables. The sign of estimated parameters indicate that the 

influences of domestic income and travel costs on domestic tourism demand are negative 

while that of tourism infrastructure is positive. With respect to the magnitude of the 

estimated elasticity, only tourism infrastructure is inelastic while domestic income and 

travel cost are both elastic. The estimated coefficient of error correction is negative and 

statistically significant. This shows that 83 percent of the error arising from disequilibrium 

in the short run can be corrected in the long run. 

VI. Conclusion 

The findings of this study show that travel cost, income and infrastructure are 

important determinants of domestic tourism in Nigeria. Thus to propel domestic tourism 

in the country, attention should be geared toward rejuvenation of the tourist centres. 



 

 

 

 

Volume IX/2019   ISSN 2344-102X  

Issue (XIX) / February 2019   ISSN-L 2344-102X 

 12 

Doing this will to a large extent discourage Nigerians going abroad for tourism and 

encourage them to go on vacation within the country. Transport infrastructure also needs 

to be improved upon to minimise travel cost.  
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