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ABSTRACT  

Tourism is the flourishing sector in Pakistan because there are multiple religious, 

archaeological and beautiful adventure places. This study explores the different 

determents of tourism demand based on the asymmetric effect of energy prices and the 

symmetric effect of the exchange rate, globalization, and governance during 1980-2020. 

The domestic pump diesel prices in liters have been used as the proxy to measure energy 

prices. The Non-linear ARDL econometric approach finds that positive shocks of energy 

prices decline tourism while negative shocks of energy prices increase tourism demand. 

While the deprecation in the exchange rate, massive globalization, and good governance 

significantly enhance tourism demand in Pakistan. The study recommends that Pakistan 

government should promote cheaper energy resources to promote tourism demand.        
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1. BACKGROUND OF THE STUDY 

Since the last few years tourism sector has been playing its role in rapid economic growth 

across the world by creating jobs, reducing poverty and curtailing inflation. United Nations 

World Tourism Organization (UNWTO, 2019) discussed that the tourism industry is 

playing a significant role in this modern world. The number of tourist arrivals has 

increased from 528 million in 1990 to 1.4 billion in 2019.  An increasing number of tourists 

in all developed and developing countries have diverted the attention of researchers and 

policy makers towards the tourism industry. As a result, the tourism industry has become 

an emerging industry globally. Due to increasing demand of the tourism energy 

consumption is surging rapidly overtime. Nowadays, energy prices and tourism demand 

has become debatable topic in the economic growth literature. The present study is 

conducted on Pakistan to analyse study the asymmetric impact of energy prices on tourism 

demand.  

The tourism industry is a growing industry in Pakistan and it attracts people from all over 

the world with its amazing potential, fascinating tourist destinations, and natural beauty 

(Arshad et al. 2018). There are multiple places for the adventure of tourists such as Naran, 

Kaghan, Swat, Muree, Malam Jabba, Kalam, Balakot, Chitral, Shangla hill, Ayoubia, 

Gilgit Baltistan, Neelam valleys, Hunza, mountain ranges, archaeological, and religious 

places. It has rich followers of Islam, Buddhism, Hinduism, and Sikhism.  It has not only 

great worth of Islamic heritage but also of other religions. It is the birthplace of Baba Guru 

Nanak, the founder of the Sikh religion. Every year, a large number of Sikh pilgrims visit 

Pakistan to worship at their holy places such as Gurdwaras through the Kartarpur corridor. 

There are many shrines and saints, which attract pilgrims from the whole world. The 

famous shrines of Hazrat Baba Farid-ud-din Ganj-e-Shakar, Hazrat Data Ganj Bakhsh Ali 

Hujwairi, Abdul Latif Shah Bhattai, Bahauddin Zakaria, Lal shahbaz Qalandarin etc. 

(Rasool et al. 2020).  

Apart from religious tourism, there are multiple tourism opportunities in archaeological 

places in Pakistan. It is considered the hub of archaeological places of different 

civilizations such as the Gandhara civilization, Indus valley civilizations and Mughal 

Empire (Fakhar, 2010). These civilizations are considered as the most beautiful places on 

earth (Rajput, 2018). In Pakistan, there are multiple opportunities for tourists, such as trout 

fishing in the icy water of Swat and Gilgit Baltistan rivers, rock climbing, Shandur Polo 

tournament, Jeep and camel sfari in the desert, and crabbing in the sea.  All these places 

attract the attention of tourists from the whole world. The world development indicators 

and UNWTO have emphasized the international tourist arrivals in Pakistan. Figure 1 

enlisted the tourist arrivals in Pakistan from 1980 to 2020.   
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Figure 1: Number of tourist Arrivals during (1980-2020)                                            

 
 (Source: WDI-2022) 

 

Figure 1 shows the ups and downtrend of tourist arrivals during 1980-2020. From 1980 to 

1990 the number of tourists decline due to oil shocks while from 1990 to 2000 the number 

of tourists increase at an average of 8% but after the 9/11 incident, the number of tourists 

declined. After 2003 the global number of tourists has increased rapidly due to 

improvement in the national security with the highest 1.116 million tourists arriving at the 

end of 2011. Due to the attacks by terrorists in 2012, the number of tourists declined in 

Pakistan. With the improvement in the national security of Pakistan in 2016, the tourists 

turned up back which caused a rapid increase in tourism demand in Pakistan (WDI, 2022). 

In 2019, Pakistan receipts from tourism were $948 million which were 3.09% of total 

exports.  World Economic Forum (2017) predicted that tourism will contribute $9.5 billion 

to the economy of Pakistan at the end of 2025.  

The previous government of Imran Khan was interested to develop the tourism sector in 

Pakistan. However, this government failed to improve tourism due to oil price fluctuations 

which badly affect the tourism industry as all transportation, hotels, and other tourism 

factors heavily depend on it. An increase in oil prices leads to an increase in traveling cost. 

As a result, the number of tourists declined in Pakistan as compare to the other region of 

South Asian countries. Meo et al. (2018) and Al-Mulali et al. (2020) pointed out that oil 

prices negatively affect tourism. For analysis purpose the current study uses pump diesel 

prices in litter instead of international prices in barrels due to the reason that international 

prices do not include transportation cost, profits and subsidies of the governments. It 

makes difficult to capture the true picture of the impact of energy prices on tourism. Amjad 

et al. (2021) measured energy prices by using the proxy of the pump diesel prices instead 

of international crude oil prices. Figure 2 shows the domestic pump diesel prices in 

Pakistan from 2004 to 2020.  
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Figure 2: Domestic pump diesel prices in Pakistan 

 

 
 

Figure 2 shows the domestic pump diesel prices in liters. It can be observed that there are 

ups and downs in the domestic pump diesel prices from 2004 to 2020. The significance of 

this study stems from the fact that it captures the true picture of the impact of energy prices 

on tourism in Pakistan through employing domestic pump diesel prices in liters in 

asymmetric analysis. Apart from energy prices the study uses governance index, exchange 

rate, globalization, and education enrollment as the control variables in analysis.       

 

2. LITERATURE REVIEW 

This section contains the review of previous studies on energy prices in tourism. In 

literature only a few studies are available that have examined the relationship between 

energy prices and tourism. The review of literature indicates that the studies on tourism 

can be divided in two broader categories, the first one is related to the asymmetric 

relationship of oil prices with tourism (Meo et al. 2018; Al-Mulali et al. 2020) and the 

second one deals with symmetric relationship (Lennox, 2012; Millia et al. 2020; Hassani 

et al. 2021).  

Oil prices have a significant impact in tourism because most of the tourism activities are 

dependent on oil consumption. A few studies have explored the asymmetric impact the oil 

prices on tourism by using the non-linear ARDL econometric approach. For example, Meo 

et al. (2018) have examined the impact of oil prices on tourism demand in Pakistan from 

1980 to 2015. This study concluded that positive shock of oil prices decline tourism while 

negative shocks of oil prices increase tourism in Pakistan. Al-Mulali et al. (2020) have 

examined this relationship for the period of 2000-2016 and found that the positive shock 
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of oil prices declines tourism while negative shocks of oil prices improve tourism in 

Malaysia.  

In seven MENA countries, Kisswani and Harraf (2021) scrutinized the asymmetric effect 

of oil prices on tourism from 1995 to 2018. The results of the study showed the existence 

of asymmetric behavior of oil prices with tourism demand in long run in Lebanon and 

Tunisia. 

A few studies have examined the linear relationship of oil prices and tourism. Lennox 

(2012) investigated that high oil prices threaten the tourism sector in New Zealand. Millia 

et al. (2020) studied the impact of crude oil price volatility on tourist arrivals in Indonesia 

from 1995 to 2018. The results from ARDL model found the insignificant relationship 

between oil prices and tourism in the long run while inverse and significant relationships 

in the short run.  Hassani et al. (2021) explored the causality between oil prices and tourism 

in 9 European countries and the US by using the convergent cross mapping econometric 

approach. The study identified the existence of significant causality between oil prices and 

tourism across the above mentioned countries.  

The exchange rate is an effective tool to enhance tourism. Whenever tourists plan to visit 

any country, usually they look at the exchange rate rather than inflation (Cheng, 2012). 

The deprecation in the exchange rate attracts foreign tourists. Tung (2019) found a positive 

relationship between exchange rate and tourism arrivals in Vietnam during 2006-2018. 

Millia et al. (2020) also explored the positive relationship between the exchange rate and 

tourism in Indonesia.  

In this modern age, the world has become a global village as each country is interconnected 

with another country socially, economically, and religiously. So, globalization has 

received a lot of significance to study the tourism demand. Globalization plays a 

significant role in increasing tourism demand (Dwyer, 2015).   Jena et al. (2021) analyzed 

the role of globalization in tourism development in 112 countries. The study concluded 

that globalization enhances tourism. Bayar et al. (2021) explored the economic, social, 

cultural, and political globalization of tourism from 1995 to 2017 in Mediterranean 

countries. The results revealed that all the above-mentioned instruments of globalization 

increase tourism demand.   

The association between governance and tourism has been explored in many recent studies 

(Musa et al. 2021; Zhan et al. 2021; Meo et al. 2021). Khan et al. (2021) examined the 

nexus between governance and tourism in 65 developing countries from 2000-2015. The 

results obtained from generalized least square method showed a positive association 

between governance and tourism.  

From the above mentioned review of literature, it can be observed that only a few studies 

have examined the asymmetric impact of oil prices on tourism (Meo et al. 2018; Al-Mulali 

et al. 2020; Kisswani & Harraf, 2021). In these studies, international oil prices per barrel 

were used which failed to bring up the true picture of the relationship between energy 
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prices and tourism demand. Not many studies have used domestic pump oil prices per 

liters in analyzing the above mentioned relationship. For analysis purpose the domestic 

pump oil prices per liter are better than the international oil price per barrel because it 

includes all corporate profits, transportation costs, and government tax. The use of 

domestic pump oil prices per liter in analyzing the relationship between energy prices and 

tourism demand in Pakistan will bring up the true picture of the relationship between the 

said variables. It will provide a guideline to the policy makers to formulate and implement 

policies which help in promoting tourism in Pakistan. 

 

3. DATA AND METHODOLOGY 

This section deals with the data sources and methodology. The present study uses data set 

to examine the impact of energy prices on tourism demand in Pakistan, on the variables 

from 1980 to 2020. Tourism demand is used as the dependent variable which is measured 

by the total number of visitor arrivals. While energy price is the key explanatory variable 

which is demonstrated by using the proxy of domestic pump diesel prices. Apart from 

energy prices real effective exchange rate (REEX), globalization, education, and 

governance index are also included in this study. The governance index is constructed by 

using the six proxies namely control of corruption, political stability, government 

effectiveness, and regulatory quality, rule of law, and voice and accountability. The value 

of Kaiser-Meyer-Olkin turns up 0.424 and the significant results of Bartlett's test show 

that the governance index is well constructed. The details of variables included in the 

model and data sources are enlisted in Table 1.  

 

Table 1: Details and Data Source of all Variables  

Variables Description  Units Data Source 

    ITD 

 

International Tourism 

Demand 

No. of Visitor arrivals WDI-2022 

UNWTO 

PDP Pump price for diesel fuel Pakistani rupees per liter WDI-2022 

REEX 

 

Real Effective Exchange 

Rate Index 

Domestic currency per 

dollar (2010=100) 

WDI-2022 

KOF Globalization  KOF general kof.ethz.ch 

EDU School enrollment, primary  % gross WDI-2022 

GOVI Governance variables Index WDI-2022 

 

All variables except the governance index are taken in the natural log form to find the 

more consistent results. The functional form of the model can be written as: 

LNITD=f (LNPDP, LNREEX, LNKOF, LNEDU, GOVI)                           (1) 

In the light of Model, the econometrics equation can be written as:   
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𝐿𝑁𝐼𝑇𝐷 = 𝛽0 + 𝛽1(𝐿𝑁𝑃𝐷𝑃)𝑡 + 𝛽2(𝐿𝑁𝑅𝐸𝐸𝑋)𝑡 + 𝛽3(𝐿𝑁𝐾𝑂𝐹)𝑡 + 𝛽4(𝐿𝑁𝐸𝐷𝑈)𝑡 +

𝛽5(𝐺𝑂𝑉𝐼)𝑡 + 𝜀𝑡                                                                (2)  

In equation 1, 𝛽0 shows the constant term, 𝛽1, 𝛽2, 𝛽3, 𝛽4, and 𝛽5  show the coefficients of 

LNPDP, LNREEX, LNKOF, LNEDU, and GOVI respectively.  Figure 3 shows that 

domestic pump diesel prices have multiple fluctuations. So, LNPDP does not behave 

linearly in this model. Shin et al. (2014) converted the series into positive and negative 

series in case the model is nonlinear. Following Meo et al. (2018) and Al-Mulali et al. 

(2020) the domestic pump diesel prices are converted into positive series (LNPDP+) and 

negative series (LNPDP-) and it is incorporated in equation (3) given below.  

Figure 3: Fluctuations domestic pump diesel prices 
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𝐿𝑁𝐼𝑇𝐷 = 𝜃0 + 𝜃1
+(𝐿𝑁𝑃𝐷𝑃)+ + 𝜃1

−(𝐿𝑁𝑃𝐷𝑃)− + 𝜃2(𝐿𝑁𝑅𝐸𝐸𝑋) + 𝜃3(𝐿𝑁𝐾𝑂𝐹) +

                    𝜃4(𝐿𝑁𝐸𝐷𝑈) + 𝜃5(𝐺𝑂𝑉𝐼) + 𝜖𝑡                                                         (3)   

Here 𝜃1  is the long-term coefficient parameters of asymmetric effect of LNPDP 

incorporated the positive changes in LNPDP+ and negative changes LNPDP-. 

To investigate the asymmetric behavior, we consider the asymmetric co-integration 

equation given below 

𝑎𝑡 = 𝜃+𝑏𝑡
+ + 𝜃−𝑏𝑡

− + 𝑈𝑡                                                                                          (4) 

In equation 4, 𝜃+ and 𝜃− are long-run coefficients and 𝑏𝑡
+ and 𝑏𝑡

− are the coefficients of 

asymmetric independent variables of positive and negative changes.  
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Now, we convert the partial sum of positive and negative changes of LNPDP in equations 

5 and 6.    

𝐿𝑁𝑃𝐷𝑃+ = ∑ ∆(𝐿𝑁𝑃𝐷𝑃)+ =𝑡
𝑖=1 ∑ max (∆𝐿𝑁𝑃𝐷𝑃, 0)𝑡

𝑖=1                (5)                        

𝐿𝑁𝑃𝐷𝑃− = ∑ ∆(𝐿𝑁𝑃𝐷𝑃)− =𝑡
𝑖=1 ∑ min (∆𝐿𝑁𝑃𝐷𝑃, 0)𝑡

𝑖=1                                           (6)  

To make the NARDL equation by incorporating the error correction term, we replace 

LNPDP in equation 3 LNPDP+ and LNPDP-. In this way, we formulate the following 

equation of non-linear ARDL.  

∆𝐿𝑁𝐼𝑇𝐷 = 𝜃0 +

∑ 𝜃1𝑘𝐿𝑁𝐼𝑇𝐷𝑡−𝑘 +𝑚
𝑘=1 ∑ 𝜃2𝑘

+ (∆𝐿𝑁𝑃𝐷𝑃)𝑡−𝑘
+ +𝑚

𝑘=1 ∑ 𝜃2𝑘
− (∆𝐿𝑁𝑃𝐷𝑃)𝑡−𝑘

− +𝑚
𝑘=1

∑ 𝜃3𝑘(𝐿𝑁𝑅𝐸𝐸𝑋)𝑡−𝑘 +𝑚
𝑘=1 ∑ 𝜃4𝑘(𝐿𝑁𝐾𝑂𝐹)𝑡−𝑘 +𝑚

𝑘=1 ∑ 𝜃5𝑘(𝐿𝑁𝐸𝐷𝑈)𝑡−𝑘 +𝑚
𝑘=1   

∑ 𝜃6𝑘(𝐺𝑂𝑉𝐼)𝑡−𝑘 +𝑚
𝑘=1 𝜃7𝑘(𝐿𝑁𝐼𝑇𝐷)𝑡−1 + 𝜃8𝑘

+ (LNPDP)𝑡−1
+ + 𝜃8𝑘

− (LNPDP)𝑡−1
− +

𝜃9𝑘(𝐿𝑁𝑅𝐸𝐸𝑋)𝑡−1 + 𝜃10𝑘(𝐿𝑁𝐾𝑂𝐹)𝑡−1 + 𝜃11𝑘(𝐿𝑁𝐸𝐷𝑈)𝑡−1 + 𝜃12𝑘(𝐺𝑂𝑉𝐼)𝑡−1 +

𝜗𝑡𝐸𝐶𝑇𝑡−1 + 𝜀𝑡            (7)   

The long-run asymmetric effect of domestic pump diesel prices on tourism demand is 

obtained by the Wald test. The long-run asymmetric effect of LNPDP on LNITD shows 

𝜃+ ≠ 𝜃−. 

Furthermore, the asymmetric cumulative multiplier effect on LNITD for one percent 

changes in LNPDP+and LNPDP- is formulated as: 

𝐾𝑏
+ = ∑

∆𝐿𝑁𝐼𝑇𝐷𝑡+𝑘

∆𝐿𝑁𝑃𝐷𝑃𝑡−1
+   , 𝐾𝑏

− = ∑
∆𝐿𝑁𝐼𝑇𝐷𝑡+𝑘

∆𝐿𝑁𝑃𝐷𝑃𝑡−1
−

𝑚

𝑘=1

𝑚

𝑘=1

 

If 𝑏 → ∞ then 𝐾𝑏
+ → 𝜃+ and 𝐾𝑏

− → 𝜃−are the asymmetric long-run coefficients.  

 

 

4. FINDINGS OF THE STUDY 

There is no pre-condition of NARDL it is applicable whether the series is purely 

stationary at a level I(0) or at the first difference I(1). It is also correctly applicable in 

the mixed order of I(0) or I(1). It is not applicable if the series becomes stationary at 

I(2). So, the researcher applied a unit root test to check the stationary of the series and 

that all variables are stationary at I(0) or I(1) or mixed order. Before applying unit 

root test, first of all we employed descriptive statistics. The results of descriptive 

statistics are presented in Table 2. Jarque-Bera test indicates that the model is 

normally distributed. 
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Table 2: Descriptive statistics  

  LNPDP LNREEX LNKOF GOVIN LNEDU LNITD 

 Mean 2.7213 4.8142 3.8030 0.1739 4.2465 13.2982 

 Median 2.5448 4.7505 3.8286 0.3032 4.2597 13.1806 

 Maximum 4.7212 5.4702 4.0073 1.9719 4.5710 14.6040 

 Minimum 0.8928 4.5694 3.4965 -2.1020 3.8967 12.5595 

 Std. Dev. 1.2948 0.2628 0.1841 0.8685 0.1961 0.5339 

 Skewness 0.2044 1.2995 -0.3840 -0.4021 -0.0934 0.9378 

 Kurtosis 1.5667 3.4434 1.6374 3.5633 1.8379 3.1511 

 Jarque-Bera 3.7948 11.8755 4.1790 1.6468 2.3666 6.0487 

 Probability 0.1500 0.0026 0.1237 0.4389 0.3063 0.0486 

 Observations 41 41 41 41 41 41 

Note: Author’s own calculations 

Table 3 reports that all variables are stationary at 1(0) or I(1) under the Zivot and Andrews 

Unit root test. This indicates that NARDL approach can be used for estimation propose.  

 

Table 3: Zivot and Andrews Unit root with Break test 

 I(0) I(1) 

 t-statistic year of break t-statistic year of break 

LNITD -2.8498 2003 -5.5408* 2013 

LNPDP -1.7285 2019 -2.7357* 2012 

LNREEX -3.2023 2014 -5.9434* 1993 

LNKOF -4.5251** 1988 -7.8670* 1989 

LNEDU -1.8974 2013 -8.6091* 2011 

GOVI -4.4868** 1998 -6.4458* 2000 

Note. *p<1%  ,  **p <5%  and ***  p <10%   

 

Table (4) reports the results of the bounds test. F-statistic value of 6.3712 is greater than 

the upper bound value of 3.59, indicating the existence of long-run co-integration between 

the energy prices and tourism in Pakistan under the NARDL model (Kisswani & Harraf, 

2021).  
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Table 4: Results of Bounds testing of Non-linear ARDL 

Model F-statistic I(0) 10% I(1) 10% 

Non-Linear ARDL (NARDL) 6.3712 2.53 3.59 

 

Table 5 reports the long-run and short-run results of NARDL. The coefficient of the error 

correction term is - 0.93 which is negative and significant indicating that correction is 

covered 93% and after (1/0.93) 1.075 years any disequilibrium is removed.  

As discussed in equation 3, the energy prices LNPDP is converted into positive and 

negative series.  In the long run, one-unit increase in LNPDP+ significantly declines 

tourism by 0.3725 percent while one-unit decline in LNPDP- significantly increases 

tourism by 3.0916 percent. Similar results were found by Meo et al. (2018).  The 

asymmetric behavior of the coefficients LNPDP+ and LNPDP- is calculated by the Wald 

test. As its F-statistics value of 7.7826 is greater than the critical value, so it can be 

concluded that these series have asymmetric behavior.  

In Pakistan, domestic pump diesel prices are very important because all tourism activities 

such as transportation and hotels depend on them. When the diesel prices rise, it directly 

enhances the travelling and tourism cost which reduce the demand for tourism.   

 

Table 5: NARDL results 

Long Run Coefficients 

Variable Coefficient Std. Error t-Statistic Prob. 

LNPDP+ -0.3725 0.1532 2.4321 0.0225 

LNPDP- -3.0916 0.5550 -5.5708 0.0000 

LNREEX 1.2270 0.2922 4.1990 0.0003 

LNKOF 1.1537 0.6725 1.7157 0.0986 

LNEDU 4.6906 1.2028 3.8997 0.6453 

GOVIN 0.0632 0.0301 -2.1032 0.0457 

C -15.8009 5.2110 -3.0322 0.0056 

@TREND -0.0942 0.0178 -5.3090 0.0000 

Short coefficients 

D(LNITD(-1)) 0.5282 0.1356 3.8943 0.0006 

D(LNPDP+) -0.3464 0.1902 1.8213 0.0805 

D(LNPDP-) 2.2945 0.7394 3.1031 0.0047 

D(LNREEX) 1.6286 0.3838 4.2429 0.0003 

D(LNKOF) -0.4406 0.7682 -0.5736 0.5714 

D(LNEDU) 1.8746 0.7137 2.6267 0.0145 
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D(GOVIN) -0.0588 0.0240 -2.4505 0.0216 

D(@TREND()) -0.0876 0.0269 -3.2640 0.0032 

CointEq(-1) -0.9300 0.1719 -5.4118 0.0000 

Wald test 

Null hypothesis    −
θ2k

+

ρ
=

θ2k
−

ρ
    F-statistic(Prob.)=7.7826(0.0097) 

Note: Author’s own calculations 

 

The effect of LNPDP+ and LNPDP- can be demonstrated in figure 4. The solid black line 

lies at negative side shows the LNPDP+ declines tourism demand in Pakistan while the 

dotted black lies on positive side which means LNPDP- increase tourism demand.    

Figure 4: Dynamic multiplier 

 

-15

-10

-5

0

5

10

15

1 3 5 7 9 11 13 15

Multiplier for LNPDP(+)

Multiplier for LNPDP(-)

Asymmetry Plot (with C.I.)  
 

The effective real exchange rate (LNREEX) significantly increases tourism (Tung, 2019; 

Millia et al., 2020). It means the deprecation in the exchange rate attracts tourists. 

Globalization also positively affects tourism (Jena et al., 2021; Bayar et al., 2021). 

Pakistan socially, economically, and religiously is connected with many countries and 

people of these countries have attraction to travel to Pakistan for visiting religious, 

archaeological, and adventure places.  The governance index (GOVIN) significantly 

increases tourism demand in Pakistan (Musa et al. 2021; Zhan et al. 2021; Meo et al. 2021).   

After observing the long run and short coefficients the CUSUM and CUSUMSQ tests have 

been used to check the stability of the model. Figure 5 show that the CUSUM and 
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CUSUMSQ lines remain inside the upper and lower critical bond showing that our model 

is stable.  

Figure 5: Stability of the Model 
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Lastly, we apply the diagnostic tests which are reported in Table 6. The insignificant 

probability values of all the four diagnostic tests show that our model has no problem of 

serial correlation, and heteroscedasticity. Furthermore, the model is correctly specified 

and normally distributed.    

Table 6: Details of Diagnostic Tests  

 F-Statistics Probability 

Serial Correlation (Breusch-Godfrey) 1.7743 0.1920 

Functional Form (Ramsey RESET Test) 0.7737 0.3878 

Heteroscedasticity(Breusch-Pagan-Godfrey) 1.6412 0.1392 

Normality (Jarque-Bera Statistics) (J. B) 0.0991 0.9516 

 

5. CONCLUSION AND POLICY OPTIONS 

Tourism has been included in the list of flourishing sector of Pakistan. It has great 

potentials due to multiple religious, archaeological, and beautiful adventure places. After 

the improvement in the national security in 2016 the tourism sector of Pakistan has shown 

notable progress and has started earning the foreign exchange and generating job 

opportunities in the country.  The primary objective of this study is to explore the impact 

of energy prices on tourism in Pakistan. Annual time-series data for the period 1980-2020 
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is collected from multiple sources. The energy prices are measured by the domestic diesel 

prices per liters in Pakistan. Pakistan has been facing a lot of fluctuations in energy prices 

so it cannot be treated as linear. By the motivation of NARDL by Shin et al. (2014), the 

energy price is decomposed into positive and negative series. The long-run results show 

that energy prices have asymmetric behavior as positive shocks decline tourism demand 

while negative shocks increase tourism demand in Pakistan. Apart from energy prices, 

deprecation of real effective exchange rate, globalization, and government stability are 

treated as linear which positively affect tourism in Pakistan. The study concludes that for 

promoting tourism sector there is a need to control energy inflation, depreciation of 

exchange rate, and political instability.  

Furthermore, the development of infrastructure of tourism sector should be given priority. 

The private sector should be encouraged to come forward and play its role in utilizing the 

unprecedented potentials of this sector.  The government should provide incentive to the 

foreign visitors by providing them low cost quality accommodation and transportation 

facilities and also provide them security in the whole country. 
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