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Abstract: This study applies the autoregressive distributed lag (ARDL) model to examine the impacts
of globalization and country risks on China’s tourism service trade over the period 1984-2015.
The results reveal that in the long run, globalization has a significant negative impact on tourism
service exports and tourism service trade balances, while a significant positive impact on tourism
service imports. In the short run, globalization has a significant negative impact on tourism service
imports, while a significant positive impact on tourism service exports and trade balances. Country
stability could roughly mitigate these negative and positive impacts of globalization on tourism
service trade in both the short and long run. Moreover, the speed of adjustment from the short run to
long run equilibrium path is relatively fast. These results are important for China’s policy makers
when formulating a strategy for the development of tourism service trade.
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1. Introduction

Tourism has become one of the most important industries in the world and its economic impacts
are vital for many countries [1,2]. Generally, the development of tourism is considered to positively
contribute to economic growth [3,4]. In fact, the World Travel and Tourism Council predicts that the
direct contribution of tourism to GDP will maintain an annual growth rate of 3.8% over the next decade.

International tourism constitutes one of the most significant global trade flows [5] as an increase
in international tourism can lead to greater international trade in terms of import demand for foreign
goods and services as well as an increase in earnings through exports [6]. In recent years, tourism has
been the most important sector in the service trade, accounting for about 25% of total international
trade in services and ranking first in the world. China’s trade scale and status in the international
tourism market have been remarkable in recent years. The tourism service trade accounts for a high
proportion of China’s service trade (25.3% in 2008 and 35.1% in 2015), representing an important source
of the country’s service trade income [7]. Before 2008, China’s tourism service trade, as one of the
trades in service that exhibits a surplus in China, partly offset its trade deficit for many years, playing
an important role in increasing foreign exchange income and balancing international payments [8].
However, China entered a deficit period of tourism foreign exchange income in 2009 and this deficit
has continued to grow [7]. According to the Yearbook of China Tourism Statistics, the deficit in 2014
grew to US$113.6 billion, accounting for 57.7% of the service trade deficit. The tourism trade deficit has
somewhat alleviated relations between China and other countries, but a long-term deficit will harm
the interests of the country [8].

Globalization is a comprehensive political, economic, and social phenomenon [9,10] and is
considered a determining factor that affects the growth of the tourism industry [11,12]. It is well
recognized that globalization could provide favorable opportunities for the development of international
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tourism by motivating more international integration of society and economy [13-15]. Jin et al. [16]
claim that tourism development in destinations could be assisted by way of political, social, and cultural
exchanges between the generating and destination countries. Economic globalization could decrease
barriers that impede the international flow of tourism goods and services. Political globalization
could enhance the connections between countries and increase liberalization of the tourism service
trade. Trade liberalization has allowed new technologies to be exploited in globalized markets on
a worldwide scale [5]. With the development of transportation and information technology, social
globalization could decrease the tourists” search cost and make it more feasible and convenient to
travel internationally.

Every coin has two sides. Globalization will stimulate competitiveness and create a more complex
environment for the tourism industry by facilitating market entry of several stakeholders [13], and could
bring some negative effects. Globalization may exacerbate the uneven development of tourism among
countries and make developing countries more dependent on developed countries [12]. Some studies
also point out that in the context of globalization, the rapid development of international tourism
may bring about environmental degradation [17,18]. As tourism activities increase, tourism services
consumed by international visitors, such as transportation, accommodation, catering, entertainment,
and so on, will induce more energy consumption and more pollution, e.g., air and surface water
pollution, noise pollution, and soil pollution, etc. However, it should be noted that a skillful tourist
management that aimed at serving tourists does not affect natural values and that tourism in the
naturally values areas has recently become more and more popular [19].

The country risks, which refer to the external environment uncertainties, also influence passengers
decision-making. Ever since the 911 terrorist attacks in 2001, risks have become an increasingly
important consideration when choosing travel destinations. If the perceived level of risk for visitors is
too high, then they will avoid international travel [16,20,21] or travel to those countries with lower
risks [22]. Especially in the context of globalization, the tourism service trade becomes more sensitive
to country risks [11,23]. One typical example is how the global spread of the Novel Coronavirus
(COVID-19) has heavily affected international travel and tourism service demand [24,25]. The World
Tourism Organization [26] estimates that the outbreak of COVID-19 could lead to a 20-30% drop in
international tourist arrivals compared to 2019. In China alone, the downfall of international tourist
arrivals is as much as 10.9% [27]. Some studies propose that COVID-19 will trigger the transformation
of the tourism industry on a global scale [28-30], indicating the important role that country risks play
in tourism trade under globalization.

The contributions and purposes of this study are as follows. First, existing studies have seldom
incorporated globalization into an empirical analysis of tourism’s impacts. To the best of our knowledge,
no empirical study has paid attention to the impacts of globalization on tourism service trade, including
for China. As Hjalager [31] notes, it is worth conceptualizing globalization further from different
manifestations and to carry out empirical studies of its impacts on tourism service trade. Therefore,
our study incorporates globalization into the empirical analysis framework and analyzes the impacts
of globalization on China’s tourism service trade.

Second, most of the existing literature has only explored the effects of a certain manifestation
of globalization on tourism development by using a single indicator, which cannot provide a
comprehensive analysis. To fill this gap, our study adopts multifaceted globalization indices, i.e.,
an overall index of globalization as well as sub-indices (i.e., economic, social, and political globalization),
which enables us to identify which globalization index plays a more important role in China’s tourism
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service trade.

Third, country risks have not been taken seriously in the literature of tourism service trade and
therefore, this study considers the impacts of country risks when analyzing the relationship between
globalization and China’s tourism service trade. Moreover, as the indicators adopted by existing
literature did not measure country risks well, in order to improve the situation, we adopted the political
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risk index and composite risk index retrieved from the International Country Risk Guide (ICRG) to
measure country risks comprehensively.

The rest of the paper is organized as follows. Section 2 briefly reviews the relevant literature.
Section 3 discusses the econometric methods. Sections 4 and 5 presents the data specification and the
empirical results, respectively. Section 6 outlines the conclusions and some implications.

2. Literature Review

The existing studies have analyzed many determinants of tourism service trade and conclude
that history, economy, politics, socio-culture, and attractiveness of a destination are important factors
that affect tourism service trade [32-35]. Similarly, studies about China’s tourism service trade also
conceptually mention these influencing factors [7,8,36].

Globalization may also be an important factor influencing tourism service trade, and regionalism
is a representative opposite factor against globalization. Regionalism is leading to the establishment
of discrete and increasingly powerful groups of countries that may form regional protection
bastions against certain forces of globalization, while globalization is removing economic barriers
between countries [37]. By studying the case of Bhutan, Nyaupane and Timothy [38] propose that
tourists could be treated unequally under regionalism. Henderson [39] uses the example of the
Indonesia-Malaysia-Singapore Growth Triangle and concludes that the impact of regionalism on
tourism development remains uncertain. Dredge and Jenkins [40] found that through regionalism, some
countries aim to establish strong and attractive tourism destination identities in order to counterbalance
the homogenizing influences of globalization.

As for globalization, it has still not been discussed widely in tourism research. Early studies
only considered certain manifestations, with exploring the impact of international hotel chains [41,42],
commodity chains [43], and airlines [44] on tourism development. Hjalager [31] distinguishes four
stages and different manifestations of the tourism industry’s globalization and shows that it is
undergoing an irrevocable process like many other business systems. Some studies examine the
economic impacts of tourism within the macroeconomic context of globalization in the form of
increasing trade liberalization [5,45]. Sugiyarto, Blake, and Sinclair [45] use a computable general
equilibrium model of the Indonesian economy and find that tourism growth expands the positive
effects of globalization and reduces its adverse effects, such as increasing production, improving
welfare, and reducing the adverse effects on government deficits and trade balances. On the other
hand, some studies address the important effects of globalization in the context of tourism, including
economic development (economic globalization), institutional development, the spread of technical
knowledge, the development of new markets and products, environmental and sociocultural changes
(social globalization), etc. [13-15,46]. The finding of Hidayati [1] supports the notion of the positive
effect of globalization regarding the economic growth contribution of tourism. However, Ivanov
and Webster [10] find that there is no correlation between globalization and the average per capita
economic growth contribution of tourism. Furthermore, by using a sample of 133 countries, Javid and
Katircioglu [23] found that economic, social, and political globalization exert a significantly positive
impact on tourist arrivals, tourism receipts, and tourism expenditures.

Throughout the tourism-related research, country risks have not been taken seriously, yet the
research conducted by Sequeira and Nunes [47] is more prominent. The results of Sequeira and
Nunes [47] suggest that country risks are an important determinant of a country’s tourism development
and policy makers should be aware of the important role of country risks in tourism. Through a case
study of the evolution of tourism in the Maldives, Scheyvens [48] proposes that issues of power and
politics are crucial to the sustainable development of tourism. Eilat and Einav [49] show a negative
correlation between political risks and bilateral visitor flows. Yap and Saha [50] argue that political
stability plays an important role in determining destination choices for tourists and discuss political
instability as well as the impact of terrorism and corruption on tourism development. Joshi et al. [51]
point out that international tourism income is more sensitive to favorable tourism laws and regulations,
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rich natural resources, and cultural heritage, health, and sanitation. Saha et al. [52] present that civil
liberties and economic freedom have positive and significant correlations with inbound tourism. When
civil liberties (economic freedom) are relatively low, economic freedom (civil liberties) plays a more
influential role in inbound tourism. Musavengane et al. [53] indicate that poor governance (political
risks) by African governments is harmful to the sustainable development of tourism.

With the deepening of globalization, interactions between countries have increased. The most
local developments may come to have enormous global consequences [54]. This means that under
globalization, a country’s international tourism sector is highly sensitive to country risks. The economic,
political, and financial fluctuations of a country (i.e., country risks), such as the financial crisis since 2008
and sociopolitical upheaval in North Africa and the Middle East, could deter tourism consumption
and tourism production on a global scale [11]. Based on the above analysis, we can infer that an
interaction effect of globalization and country risks on tourism development may exist. There are
also a few studies that consider both globalization and risk factors in the field of tourism research.
The results of Ivanov and Ivanova [55] suggest that the general business environment (corruption
level of a country and globalization) positively affects a destination’s tourism competitiveness. While
conceptually analyzing the impact of globalization on both the supply side and the demand side
of the tourism sector, Song et al. [11] also analyze the impact of business cycles and global crises on
tourism and propose that studying the relationship between globalization, risks, and tourism is a future
research direction. Alola et al. [56] found that tourism receipts in Turkey could potentially be shocked
by uncertainties related to the exchange rate, export trade (globalization), and geopolitical risk.

Of the above literature, no study focuses on the issue of the relationship between globalization,
country risks, and tourism service trade. Thus, this study explores the impacts of globalization and
country risks on China’s tourism service trade.

3. Methodology

We specify the basic model of tourism service trade as follows, which is designed to discover the
impacts of globalization on tourism service trade:

LnTS; = a+ bLnGLOB; + cLnRISK; + dLnGDP; + eLnREER; + . 1)

In order to examine the role of country risks on the relationship between globalization and tourism
service trade, we modify the basic specification by adding the interaction term to our model as follows:

LnTS; = a + bLnGLOB; + c(LnGLOB * LuRISK), + dLnGDP; + eLnREER; + i, @)

where LnTS;—the log-transformed tourism service trade, including tourism service exports (LnTSEXj),
imports (LnTSIM;), and trade balance (LnTSTBy).

LnTSEX;—the log-transformed tourism service exports (% of service exports), reflecting the
exports of services consumed by travelers in a country.

LnTSIMy—the log-transformed tourism service imports (% of service imports), reflecting the
imports of services consumed by travelers in a country.

LnTSTB;—the ratio of tourism service exports to tourism service imports.

LnGLOB;—the log-transformed globalization indices, including overall (LnOGy), economic
(LnEGy), social (LnSGy), and political (LnPG;) globalization.

LnRISK;—the log-transformed country risk indices, including composite (LnCR;) and political
(LnPRy) risks.

LnGDP;—the log-transformed per capita real GDP.

LnREER;—the log-transformed real effective exchange rate.

pr—the white noise error terms.
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Based on the autoregressive distributed lag (ARDL) approach proposed by Pesaran et al. [57],
we can reformulate the empirical model as the following Unrestricted Error Correction Model (UECM),
containing long-term and short-term information.

DInTS; = 69+ 61LnTS;_1 + 6oLnGLOB;_1 + 63LnRISK;_1 4+ 04LnGDP;_4

m m
+65LnREER,_; + Y. b;DLnTS;_; + Y. ¢;DLnGLOB;_; 3
i=1 i=0 ’

m m m
+Y, d;DLnRISK,_; + Y. ¢,DLnGDP,_; + ¥, fiDLnREER,_; + ¢
i=0 i=0 i=0

1= 1

DLnTS; = &0+ 61LnTS;_1 + 6,LnGLOB;_q + 63(LnGLOB * LnRISK),_;
n n

+64LnGDP;_1 + 85LnREER;_1 + Y. b;DLnTS;_; + Y. c;DLnGLOB;_;
i=1 i=0
n n
+Y d;D(LnGLOB *LnRISK),_ . + Y. ¢;DLnGDP;_; ’ )
i=0 i=0
n
+Y, fiDLnREER,_; + €
i=0

where D is the first difference operators.

To examine whether tourism service trade and other independent variables are cointegrated,
this study applied a bounds test based on the F-statistics. We denote the F-statistic of the test,
which we normalized on the dependent variables, by f (.). The null hypothesis of no cointegration
(Ho : 01 = 02 = 03 = 04 = 05 = 0) was tested against the alternative hypothesis of (H; : 61 # 0,
02 # 0,03 # 0,04 #0, 65 # 0) by using the F-test. Pesaran et al. [57] tabulate two sets of new critical
values; one set assumes all variables are I(1), i.e., upper bound critical values and another one assumes
all variables are I(0), i.e., lower bound critical values. If the calculated F-statistic becomes greater
than the I(1), then the null of no cointegration is rejected, indicating that a longer-term relation exists.
Contrarily, co-integration does not exist if the F-statistic is less than I(0). Thus, no decision can be made
when the F-statistic is between 1(0) and I(1).

We lastly obtained the short-run dynamic parameters by estimating an error correction model
associated with the long-run estimates. The vector error correction model is specified as follows:

m m m
DLnTS; = a+ Y. b;DLnTS;_;+ Y. ¢;DLnGLOB;_; + Y. d;DLnRISK;_;
i=1 i=0 i=0 (5)
m m
+Y, e;DLnGDP;_; + ¥, fiDLnREER,_; + yECT;_1 + w
=0 20

1

1

n n
DLnTS; = a+ Y. b;DLnTS;_; + Y. ¢;DLnGLOB;_;
i£1 i=0

n n
+Y. d;D(LnGLOB*LnRISK),_; + Y. ¢;DLnGDP,_; ®)
i=0 i=0

n
+7Y, fiDLnREER,_; + yECT,_1 + w;
i=0

where b;, ¢;, d;, e;, and f; are the short-run dynamic coefficients of the model’s convergence to
equilibrium and y is the speed of adjustment.

4. Data Specification

This study uses annual time-series data covering the period from 1984 to 2015. We take the data for
tourism service exports (TSEX), tourism service imports (TSIM), tourism service trade balance (TSTB),
real GDP per capita (GDP, constant 2010 US$), and real effective exchange rate (REER, 2010 = 100)
from the World Bank’s World Development Indicators (WDI) database.

The globalization indices are from the Konjunkturforschungsstelle (KOF) database of the Swiss
Economic Institute, which is developed by Dreher [9] and updated in Dreher et al. [58]. The KOF
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globalization index comprises an overall globalization index (OG) and three separate component
indices for economic (EG), social (SG), and political (PG) globalization. The overall globalization index
was obtained by a weighted average of 36%, 37%, and 27% of the economic, social, and political
globalization indices, respectively. All globalization indices ranged from 0 to 100. Higher values of
indices denoted greater levels of globalization for the country.

We adopted the ICRG risk data constructed by the PRS Group. The ICRG risk indices denote a
country’s political stability, the ability to finance its official, commercial, and trade debt obligations,
and its economic strengths and weaknesses on a comparable basis. We selected political risk index
(PR) and composite risk index (CR) to measure country risks. Political risk index and composite risk
index both were scored from 0 to 100. A higher risk rating implied a lower country risk faced by the
country. All variables were taken in natural logarithmic form.

Tables 1 and 2 report the descriptive statistics and correlations of the variables. Table 1 shows that
on average, the ratio of China’s tourism service exports to its service exports and the ratio of China’s
tourism service imports to its service imports were, respectively, 29.96% and 23.34% during the period
1982-2015. On average, during this period, China seems to have little tourism service trade surplus.
However, after 2009, China’s tourism service imports rapidly increase and its increasing speed is faster
than tourism service exports (see Figure 1). This leads to a continuous and rapid expansion of tourism
service trade deficits. The tourism service trade deficits enlarge from US$4 billion in 2009 to US$205
billion in 2015, which could be because the living standards and qualities of Chinese people improve
as China’s economy grows, thus raising the demand for outbound tourism. According to Pearson’s
correlation in Table 2, globalization has significantly negative effects on tourism service exports and
positive effects on tourism service imports, suggesting that globalization has restricted the exports of
China’s tourism service, while it has promoted its imports. Moreover, there is a significantly negative
relationship between globalization and tourism service trade balances.

Table 1. Descriptive statistics of variables in levels over the period 1984-2015.

Variable Obs Mean Std. Dev. Min Max
LnTSEX 32 3.40 0.28 2.98 3.90
LnTSIM 32 3.15 0.51 1.66 4.05
LnTSTB 32 0.25 0.70 -1.02 1.83
LnOG 32 3.84 0.32 3.20 4.13
LnEG 32 3.77 0.18 3.33 3.99
LnSG 32 3.45 0.65 2.18 4.01
LnPG 32 4.20 0.26 3.70 4.44
LnCR 32 4.28 0.09 4.05 4.39
LnPR 32 4.17 0.07 4.03 4.32
LnGDP 32 7.48 0.80 6.18 8.78
LnREER 32 4.28 0.09 4.05 4.39

Notes: Std. Dev., Max., and Min. are the abbreviations for standard deviation, maximum, and minimum, respectively.
All variables are in natural logarithms.

150 200 250
I | I

Billion US dollars

100
I

‘ ——=e—— Travel service exports ——4&—— Travel service imports ‘

Figure 1. Travel service exports and travel service imports for China, 1984-2015.
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Table 2. Pearson’s coefficients of the correlation matrix for variables.
LnTSEX LnTSIM LnTSTB LnOG LnEG LnSG LnPG LnGDP LnREER LnCR LnPR
LnTSEX 1.000
—0.533 ***
LnTSIM 0.002) 1.000
0.784 *** —0.943 ***
LnTSTB (0.000) (0.000) 1.000
—0.408 ** 0.828 *** —0.767 ***
LnOG (0.021) (0.000) (0.000) 1.000
—0.342 * 0.832 *** —0.744 *** 0.975 ***
LnEG (0.056) (0.0000) (0.000) (0.000) 1.0000
—0.450 *** 0.822 *** —0.780 *** 0.996 *** 0.961 ***
LnSG (0.0097) (0.000) (0.000) (0.000) (0.000) 1.000
—-0.343 * 0.796 *** —0.719 *** 0.986 *** 0.950 *** 0.975 ***
LnPG (0.055) (0.000) (0.000) (0.000) (0.000) (0.000) 1.000
—0.405 ** 0.809 *** —(0.753 *** 0.912 *** 0.882 *** 0.900 *** 0.891 ***
LnGDP (0.021) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 1.000
-0.210 —-0.334 * 0.163 —0.484 *** —0.542 *** —0.466 *** —0.521 *** -0.191
LnREER (0.248) (0.061) (0.373) (0.005) (0.001) (0.007) (0.002) (0.294) 1.000
LnCR -0.197 0.607 *** —0.522 *** 0.747 *** 0.696 *** 0.735 *** 0.758 *** 0.657 *** —-0.328 * 1.000
(0.280) (0.000) (0.002) (0.000) (0.000) (0.000) (0.000) (0.000) (0.067) ’
LnPR 0.425 ** —0.152 0.278 —0.020 —0.028 —0.040 0.029 -0.189 —-0.322 * 0.550 *** 1.000
(0.015) (0.406) (0.123) (0.915) (0.881) (0.829) (0.877) (0.302) (0.072) (0.001) :

Notes: P-values are in parentheses. ***, **, and * indicate the 1%, 5%, and 10% significance levels, respectively. All variables are in natural logarithms.
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5. Empirical Results

5.1. Unit Root Test and ARDL Bounds Tests

In time-series analysis, the variables must be tested for stationarity before estimating the
relationship between the variables. For this purpose, we adopted the ADF tests [59] and the
Phillips-Perron test [60]. The results in Table 3 show that some variables are stationary in levels, 1(0),
while others are stationary in differences, I(1). This suggests that traditional cointegration technology,
i.e., Johonsen’s cointegration approach [61] which asks that all variables should be I(1), would not be
suitable. However, the ARDL approach does not require prior information on the time-series variables’
orders of integration, i.e., irrespective of I(0) or I(1). Thus, we use the ARDL model herein. According
to the results of the bounds tests in Table 4, all F-statistics are greater than the critical value of I(1) at
the 10% significant level. Therefore, the conclusion is reached that a cointegrating relationship exists
between the examined variables.

Table 3. ADF and PP unit root tests for variables.

ADF Test PP Test
Variables Model with Model with Constant Model with Model with Constant
Constant and Trend Constant and Trend
Variables in level
LnTSEX —2.11 (0) —2.47 (0) 221 247
LnTSIM ~0.95 (3) -1.92 (3) —2.75* —3.90 **
LnTSTB ~1.87 (0) —2.48 (1) ~2.00 —2.70
LnOG —2.47 (0) ~0.89 (0) —3.26* —0.44
LnEG —3.62 ** (3) -1.79 (3) —5.66 *** -2.76
LnSG ~2.07 (0) -1.03 (0) —2.49 -0.77
LnPG -1.88 (0) -1.25 (0) -2.07 -1.23
LnCR -1.82 (0) —2.50 (0) -1.76 —2.56
LnPR -2.22 (0) -2.25(0) -2.29 -2.31
LnGDP 0.38 (4) —4.69 *** (3) -0.05 -1.63
LnREER —3.46 ** (0) —-2.86 (0) -3.41* —3.98 **
Variables in difference
DLnTSEX —5.46 *** (0) —5.40 *** (0) —5.48 *** —5.41 ***
DLnTSIM —5.10 ** (2) —4.96 *** (2) —9.72 *** —8.90 ***
DLnTSTB —5.07 *** (0) —4.97 ***(0) —5.34 *** —5.23 ¥+
DLnOG —4.92 ***(0) —6.20 *** (4) —4.92 *** —9.12 ¥
DLnEG —4.57 *** (1) —5.36 *** (2) —4.74 *** —6.76 ***
DLnSG —5.26 *** (0) —4.72 *** (4) —5.26 *** —7.64 ***
DLnPG —4.83 *** (0) —5.55 *** (4) —4.82 *** —5.92 #**
DLnCR —4.12***(2) —4.14** (2) —8.10 *** —9.00 ***
DLnPR —5.74 ***(0) —4.14** (2) —6.47 *** —7.22 %
DLnGDP —3.58 ** (1) -3.45*(1) -2.92*% -2.88
DLnREER —4.30 *** (0) —5.04 *** (0) —4.22 *** —7.90 ***

Note: The lags of models are in parentheses. ***,**, and * indicate the 1%, 5%, and 10% significance levels, respectively.

5.2. Estimation of the ARDL Models

Table 5 presents the estimated results of tourism service export models for the long run. The results
show a long-run negative relationship between globalization (overall index as well as sub-indices)
and tourism service exports. The coefficients of political risks are positive, indicating that a more
stable political environment could facilitate the freedom of tourism trade between China and other
countries [13] and provide a safe travel condition for foreign tourists, which could further promote
tourism service exports. Except for the model with economic globalization, the positive coefficients of
interaction effects indicate that stable environments create conditions to mitigate the adverse impacts
of globalization.

As for control variables, GDP has a positive impact on tourism service exports, which is consistent
with previous findings [62,63]. Moreover, higher real effective exchange rates lead to fewer tourism
service exports [64].
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Tables 6 and 7 show the short-run results for tourism service exports. We note that the sum of the
coefficients of globalization is positive. Except for political globalization, the sum of the coefficients
of the interaction term is negative, indicating that a stable environment could mitigate the positive
impacts of globalization. The coefficients of the error-correction term are significantly negative at the
1% level, which confirms the long-run relationship between the variables. For all equations, the longest
time for the deviation to return to the long-run equilibrium is one year and the shortest time is about
four months, implying that the speeds of adjustment to equilibrium after a shock are quite fast.

Table 8 presents the estimated results of the tourism service imports models for the long run,
for which globalization has significantly positive effects on tourism service imports. The coefficients of
country risks are significantly negative and the positive effects of globalization even diminish with
country stability. These indicate that as country risks decrease, China’s tourism service imports will
decline. The reason for this may be that a more stable government and environment could encourage
investments in the tourism sector [65], improving the quality of tourism services and products to
attract more domestic tourists, and thus decrease tourism service imports.
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Table 4. Autoregressive distributed lag (ARDL) bound test.

10 of 24

Estimated Model

F-Statistic

oG EG SG PG
LnTSEX; = f (LnGLOB¢, LnCR¢, LnGDPy, LnREERy) 4.80 *** 7.96 *** 3.97 ** 7.52 ***
LnTSEX; = f (LnGLOB¢, LnPR;, LnGDP¢, LnREER;) 6.37 *** 7.68 *** 3.78 ** 4.66 ***
LnTSIM; = f (LnGLOB, LnCR¢, LnGDP;, LnREER}) 12.69 *** 12.98 *** 6.46 *** 4.35 **
LnTSIM; = f (LnGLOBy, LnPR¢, LnGDP;, LnREER;) 5.63 *** 16.23 *** 10.08 *** 7.12
LnTSTB; = f (LnGLOBt, LnCRt, LnGDP;, LnREER;) 3.81** 4.49 #** 3.88 ** 6.89 ***
LnTSTB; = f (LnGLOB;, LnPR, LnGDP;, LnREERy,) 458 *** 7.69 *** 3.69 ** 4.49 ***
LnTSEX; = f (LnGLOB, LnGLOB{*LnCR¢{, LnGDP;, LnREER}) 3.90 ** 9.17 *** 23.36 *** 3.68 **
LnTSEX; = f (LnGLOB, LnGLOB¢*LnPR;, LnGDP;, LnREER;) 5.02 *** 3.35** 4.77 #** 4.55 ***
LnTSIM; = f (LnGLOB;, LnGLOB{*LnCR;, LnGDP;, LnREER}) 12.82 *** 13.41 *** 8.19 *** 5.25 ***
LnTSIM; = f (LnGLOB;, LnGLOB{*LnPR¢, LnGDP;, LnREER}) 15.69 *** 4.01 ** 11.81 *** 7.59 ***
LnTSTB; = f (LnGLOB;, LnGLOBt*LnCR¢, LnGDP;, LnREER;) 416 ** 6.67 *** 4.04 ** 7.67 ***
LnTSTB; = f (LnGLOB;, LnGLOB{*LnPR;, LnGDP;, LnREER;) 3.39 % 7.19 #** 3.64 ** 6.29 ***

Critical value
10% 5% 1%
1(0) I(1) 1(0) I(1) 10) I(1)
2.20 3.09 2.56 3.49 3.29 4.37

Note: ***,** and * indicate the 1%, 5%, and 10% significance levels, respectively.
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Table 5. The long-run estimated results for tourism service exports.

Gl{),:;:g?:;on Overall Globalization Economic Globalization Social Globalization Political Globalization
Panel A: Consider composite risk in the models
LaGLOB —1.95 *** —8.04 ** —-0.95 2.97 ** —0.89 *** —5.90 *** —2.60 ** -515*
(0.58) (2.29) (0.93) (1.32) (0.26) (0.78) (0.96) (2.14)
LaCR -0.23 —3.29 *** -0.25 —3.10 ***
(0.97 0.95) 1.20 0.87
LnGLOB*LACR ) 0.92* ( —0.89 *** 20 1.04 *** 057 0.06
(0.37) (0.20) (0.16) (0.31)
LnGDP 0.58 *** 0.98 *** 0.13 0.10 0.56 *** 0.63 *** 0.91 *** 1.32**
(0.16) (0.18) (0.14) (0.12) (0.13) (0.04) (0.29) (0.29)
LAREER —1.40 ** —-1.82** -0.83* -0.72* —2.13 *** —1.05 *** —2.73 *** —3.81 **
(0.49) (0.50) (0.46) (0.34) (0.40) (0.16) (0.87) (0.89)
Constant 13.37 *** 20.13 *** 22.71 *** 7.91* 13.08 ** 8.33 *** 32.72 %% 31.55 ***
(3.53) (3.70) (3.61) (3.12) (5.52) (0.76) (6.01) (6.40)
Panel B: Consider political risk in the models
LaGLOB —2.41 *** —5.23 *** —3.76 *** 0.36 -1.01 —4.75** —4.82 *** —5.12 #**
(0.31) (1.10) (1.02) (1.21) (0.55) (1.31) (0.86) (1.24)
LnPR 0.69 2.25 3.04 -1.86
0.61 151 2.17 1.23
LnGLOB*LAPR oeh 0.54 ** oy —-0.61 ** @17 0.82 ** 02 0.29
(0.21) (0.25) (0.28) (0.22)
LaGDP 0.74 *** 0.86 *** 0.44 0.09 0.28 0.68 *** 1.29 *** 1.09 ***
(0.11) (0.13) (0.25) (0.16) (0.50) (0.13) (0.27) (0.27)
LAREER —1.64 *** —1.25** -0.29 —1.25* 0.77 —-1.06 ** —4.34 *** —2.62 ¥
(0.34) (0.45) (0.50) (0.53) (1.89) (0.38) (0.89) (0.66)
Constant 11.36 *** 13.95 *** 5.72 15.68 *** -11.58 7.97 *#** 41.28 *** 23.61 ***
(3.22) (2.48) (4.70) (4.05) (10.13) (1.61) (8.80) (4.46)

Notes: Standard errors are in parentheses. ***, **, and * indicate that the parameters are significant at the 1%, 5%, and 10% levels, respectively.
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able 6. e estimated results of the error-correction model for tourism service exports the model when considering the composite risk.
Tabl Th i d Its of th i del f i i P by the ARDL model wh idering th posite risk
Overall Globalization Economic Globalization Social Globalization Political Globalization
Variables ARDL ARDL ARDL ARDL ARDL ARDL ARDL ARDL
(3,2,3,3,2) (3,3,4,4,4) (3,3,3,3,2) (3,1,3,3,2) (1,0,3,0,3) (5,3,3,3,3) (1,0,2,3,0) 4,4,3,4,4)
-0.46 —11.64 *** -0.26 2.32** —3.88 *** —5.78 **
D(LnGLOB); (0.65) (1.91) (0.53) 0.77) (0.54) (1.35)
2.95 *** 8.86 *** 0.567 3.34 *** 8.70 **
D(LnGLOB);— (0.89) (1.93) (0.51) (0.57) (2.18)
7.79 *** —2.40 *** 4.67 *** 295*
D(LnGLOB); (1.51) (0.52) (0.43) (1.24)
8.58 ***
D(LnGLOB);_3 (1.49)
0.50 —2.26 *** -1.09 * -0.45
D(EnCR): (0.69) (0.60) (0.59) (0.59)
1.38* 0.57 0.52 3.88 ***
D(InCR)e-1 (0.74) (0.57) (0.58) (0.76)
-1.67 ** —2.17 *** —2.13 ***
D(LnCR):— (0.70) (0.58) (0.65)
1.49 *** —0.60 *** 0.60 *** 0.46
B
D(LnGLOB*LnCR): (0.31) (0.09) 0.12) (0.27)
-0.26 0.10 —0.35** -0.67*
*
D(EnGLOBTNCR)-1 (0.21) (0.09) 0.11) (0.29)
—1.35 *** —0.60 *** —0.98 *** 0.44
3
D(InGLOBLNCR) - (0.23) (0.09) (0.08) (0.29)
0.37 **
D(LnGLOB*LnCR);_3 (0.10)
—1.97 *** —2.§2 wEE —1.45 *** —1.41 #*+* —1.00 *** —2.68 *** —0.97 *** —2.37 ***
ECT(-1) (0.30) (0.43) (0.17) (0.16) (0.180) (0.16) (0.13) (0.34)

Notes: Standard errors are in parentheses. ***, **, and * indicate that the parameters are significant at the 1%, 5%, and 10% levels, respectively. To save space, we only report the short-run

coefficients of globalization, country risks, and ECT (-1).
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Table 7. The estimated results of the error-correction model for tourism service exports by the ARDL model when considering the political risk.

Overall Globalization Economic Globalization Social Globalization Political Globalization
Variables ARDL ARDL ARDL ARDL ARDL ARDL ARDL ARDL
(3,2,3,3,2) (3,3,4,4,4) (,4,3,4,1) (3,0,3,3,2) (3,4,4,1,4) (3,3,3,4,4) (1,3,2,3,2) (1,1,2,0,0)
~0.85 —4.80 #* —3.09 #* —1.68 ** ~1.93 * —3.03 # —2.13
D(LnGLOB): (0.56) (0.83) (0.64) (0.25) (0.72) (0.64) (0.62)
419+ 4.50 ** 491 # 2.52 ** 1.79 #+
D(LnGLOB);— (0.84) (1.14) (0.75) (0.93) (0.63)
4,07+ D50 e 1.80 **
D(LnGLOB); (0.85) (0.52) (0.83)
2.80 *+
D(LnGLOB), 3 0.64)
0.76 1.12 ** ~0.12 217
D(LnPR)¢ (0.49) (0.48) (0.56) (0.93)
0.42 D45 1.66 ** 244+
D(EnPR)e-1 (0.50) (0.60) (0.51) (0.58)
—2.19 #* —1.67 ** —1.73
D(LnPR);— (0.63) (0.49) (0.56)
1.88 ***
D(LnPR);_3 (0.44)
0.33 —0.32* ~0.05 0.17
*
D(LnGLOB*LnPR); (0.17) (0.15) (0.16) 0.11)
. ~0.02 0.16 —0.44 * 0.27 ***
D(LnGLOB*LNPR)¢- (0.12) (0.12) (0.19) (0.08)
—0.68 *** —0.47 # 117
D(LnGLOBLaPR)¢— (0.14) (0.13) (0.20)
0.30 **
D(LnGLOB*LnPR);_3 009
ECT(-1) 230 D30 e —1.45 125 ~1.01 *** D05 104 % —0.75
(0.31) (0.39) (0.17) (0.24) (0.16) (0.31) (0.20) (0.13)

Notes: Standard errors are in parentheses. ***, **, and * indicate that the parameters are significant at the 1%, 5%, and 10% levels, respectively. To save space, we only report the short-run
coefficients of globalization, country risks, and ECT (-1).
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Table 8. The long-run estimated results for tourism service imports.

14 of 24

Gl{),:;:g?:;on Overall Globalization Economic Globalization Social Globalization Political Globalization
Panel A: Consider composite risk in the models
LaGLOB 4.46** 9.24 ** 5.47 *** 11.05 ** -2.02 5.29* 4.17 #** 6.33 ***
(0.97) (2.02) (0.93) (1.94) (1.59) (2.33) (0.85) (1.10)
LaCR —5.70 ** —5.29 ** 12.10 * -1.78*
(1.48) (1.36) (6.72) (0.80)
. —1.27 ** —1.35** -0.97 —0.44 **
LnGLOB*LnCR (030) (0.31) (0.46) (0.16)
LnGDP —-0.60 * -0.47* —-0.01 0.02 1.04 —-0.09 —0.71 ** —0.80 ***
(0.23) (0.20) (0.14) (0.13) (0.78) (0.19) (0.24) (0.18)
LAREER 0.98 0.80 -0.33 —-0.46 0.61 0.28 1.92 ** 2.22 ***
(0.51) (0.46) (0.59) (0.52) (1.55) (0.55) (0.70) (0.55)
Constant 10.62 * -11.21* 7.81 —13.58 ** —49.06 * —-0.80 -9.75*% —19.25 ***
(3.71) (3.92) (4.83) (4.01) (24.34) (3.03) (4.62) (3.85)
Panel B: Consider political risk in the models
3.38 ** 4.52 ** 221* -2.93 0.66 *** 3.38 ** 3.76 *** 5.82 ***
LnGLOB
(1.24) (1.19) (0.91) (2.67) (0.15) (0.90) (0.37) (0.59)
LnPR -3.30 -0.81 -221* —2.22 ***
(2.27) (2.45) (0.92) (0.54)
—0.63 ** 0.45 —0.65 ** —0.51 ***
LnGLOB*LnPR (0.20) (0.45) (0.19) (0.12)
LaGDP -0.10 -0.19 0.002 0.71* 0.04 0.003 —0.80 *** —0.79 ***
(0.43) (0.18) (0.184) (0.34) (0.11) (0.14) (0.11) (0.11)
LnREER 1.40 -0.14 0.55 -1.01 -0.47 -0.54 % 1.81 *** 1.79 ***
(1.48) (0.28) (1.14) (1.05) 0.27) (0.23) (0.38) (0.37)
Constant -2.63 -1.59 -3.82 7.67 12.46 ** 3.77 ** -5.34 —14.38 ***
(12.09) (1.80) (13.23) (8.83) (3.57) (1.16) (3.77) (2.45)

Notes: Standard errors are in parentheses. ***, **, and * indicate that the parameters are significant at the 1%, 5%, and 10% levels, respectively.
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The results present that tourism service imports are inversely associated with GDP. The reason for
this may be that the travel channel has become an important route for Chinese household capital flight in
recent years, even as genuine travel consumption has also increased rapidly [66]. In addition, the results
illustrate that the tourism service imports increase along with RMB appreciation, which enhances the
relative purchasing power and stimulates outbound tourism [67].

Tables 9 and 10 report the short-term results for tourism service imports. The sum of the coefficients
of globalization is negative. The results of the sum of the coefficients of the interaction term indicate
that country stability could mitigate the negative impacts of overall, economic, and social globalization
on tourism service imports, while enhance the negative impacts of political globalization on tourism
service imports. The error-correction term also has a negative coefficient and is highly significant for
all equations. The longest time for the deviation to return to the long-run equilibrium is about two
years and the shortest time is six months, implying that the speeds of adjustment to equilibrium after a
shock are relatively fast.

Table 11 presents the estimated results of tourism service trade balance models for the long run.
The estimated coefficients are significantly negative for globalization, indicating that globalization
expands the gap between tourism service imports and exports in China. Through the aforementioned
analysis, we can see that greater globalization leads to fewer tourism service exports, but more tourism
service imports, and therefore, the deepening of globalization will intensify the trade deficit of China’s
tourism services. A more stable environment also intensifies the trade deficit of tourism services but
can mitigate the effects of globalization on tourism services trade balances. Moreover, the results
suggest that an increase in real GDP and a depreciation could improve the tourism service trade
deficit [67,68].

Tables 12 and 13 show the short-term relationships between tourism service trade balances
and the determinants. The sum of the coefficients of globalization is roughly positive. The sum of
the coefficients of country risks (or interaction term) is negative, which suggests that country risk
indices not only have a negative impact on tourism service trade balances, but also on the relationship
between globalization and tourism service trade balances. The coefficient of the error-correction term
is significantly negative at the 1% level for all equations. The longest time for the deviation to return to
the long-run equilibrium is more than two years and the shortest time is four months.
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Table 9. The estimated results of the error-correction model for tourism service imports by the ARDL model when considering the composite risk.

Overall Globalization Economic Globalization Social Globalization Political Globalization
Variables ARDL ARDL ARDL ARDL ARDL ARDL ARDL ARDL
4,4,4,4,4) 4,4,4,4,4) 4,4,4,4,4) 4,4,4,4,4) (1,0,3,2,0) 4,4,4,4,3) (3,3,3,3,3) 2,3,3,3,3)
DLAGLOBY  {oo) 084 029 07y 076 057 )
DLAGLOB  Ths sy 0 00) 088 ey e
DILaGLOBN: oy o 0w o o) W
DIRGLOBLs (o 05 030 07 “0e
D(LnCR)t (_004(;6) _(32%* 4(356;;* (_111(;
DR, TR o o) o)
D(LnCR),.» oar) f0a6) 06 08
D(LnCR);_3 2(523) 4(8114)
D(LnGLOB*LnCR); _(85 17 )* _(%51:;) * (82?2) (_0(.);:);
D(LnGLOB*LnCR);_ 1('82;;* 1(8%()) 1(3718) _(g:fé)*
D(LnGLOB"LnCR); o 012 i 019
ozt 2 oz
ECT(-1) —1.63 —1.84 —1.38 —1.54 —0.28 *** —1.57 % —1.76 *** ~1.80 ***
(0.11) (0.13) (0.10) (0.11) (0.04) (0.15) (0.28) (0.26)

Notes: Standard errors are in parentheses. ***, **, and * indicate that the parameters are significant at the 1%, 5%, and 10% levels, respectively. To save space, we only report the short-run
coefficients of globalization, country risks, and ECT (-1).
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Table 10. The estimated results of the error-correction model for tourism service imports by the ARDL model when considering the political risk.

Overall Globalization Economic Globalization Social Globalization Political Globalization
Variables ARDL ARDL ARDL ARDL ARDL ARDL ARDL ARDL
(,34,4,4) 4,4,4,4,3) 4,4,4,4,3) (3,0,2,2,2) 4,3,4,4,3) 4,4,4,4,3) (1,3,3,3,2) (1,3,3,3,2)
DLaGLOBY 5’ i) 029 01 1) 013 ey
ST R S g S
DLGLOBI: (3 om0 o1 0w om am
DLAGLOB). 0% 02
D(LnPR); o6 o) 059 05
D(LAPR), 4 To60) o 040 09
D oy i o oy
D(LnPR);_3 1(61.36*)* 1(.52;;* 2(.8-13‘1;*
DLAGLOB LaPR) o e 010 o)
D(LnGLOB*LnPR)_; 1(55;0) (05,1190; 1(5711) (%%091)
D(LnGLOB*LnPR),_, 1(8210) 1('3%1;,;* 0((A)un)
D(LnGLOB*LnPR);_3 0(5%7) 0(07309)
ECT(-1) —0.62 *** —1.97 ~1.40 ~0.59 *** ~1.63 *** ~1.99 *** ~1.88 *** ~1.85 ***
(0.08) (0.14) (0.09) (0.10) (0.15) (0.16) (0.24) (0.23)

Notes: Standard errors are in parentheses. ***, **, and * indicate that the parameters are significant at the 1%, 5%, and 10% levels, respectively. To save space, we only report the short-run
coefficients of globalization, country risks, and ECT (-1).
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Table 11. The long-run estimated results for tourism service trade balance.

Gl{),:;:g?:;on Overall Globalization Economic Globalization Social Globalization Political Globalization
Panel A: Consider composite risk in the models
LaGLOB —-0.01 —26.25 *** 8.16 19.07 ** 2.93 -13.76 * —8.05 *** —6.54 **
(2.04) (5.93) (5.08) (8.04) (2.11) (5.74) (1.75) (2.25)
LnCR -3.23 —14.09 *** —-16.75** -1.33
(3.59) (4.43) (7.77) (1.82)
. 3.50 ** —2.96 ** 2.50 % -0.15
LnGLOB*LnCR (0.90) (1.01) (1.14) (0.30)
LnGDP —-0.39 1.98 ** -1.08 -1.72* -1.50 0.68 1.78 ** 1.62 ***
(0.57) (0.47) (0.69) 0.79) (1.10) (0.42) (0.47) (0.42)
LAREER 0.77 —2.59 ** 0.36 2.70 1.88 -1.02 —5.63 ** —4.98 ***
(1.93) (0.99) (2.03) (1.78) (2.76) (1.30) (1.44) (1.31)
Constant 11.30 41.22 *** 32.87* —27.26 58.98 ** 10.14 51.21 *** 40.05 ***
(14.94) (9.19) (16.13) (17.38) (23.39) (6.77) (8.82) (8.91)
Panel B: Consider political risk in the models
LaGLOB —5.15 *** -11.07 ** -2.73*% 4.92 *** -1.92 ** —-0.39 —8.62 ** —8.69 ***
(1.01) (2.22) (1.19) (1.37) (0.59) (2.27) (2.02) (1.50)
LAPR 5.04 ** -3.05 6.18* -1.20
(1.96) (1.97) (3.17) (2.36)
1.36 ** —1.45 *** -0.09 0.06
LnGLOB*LnPR (0.39) (0.22) (0.47) (0.30)
LaGDP 0.80* 1.26 ** —-0.49 —0.89 *** 0.39 0.08 1.71* 2.04 ***
(0.36) (0.32) (0.28) (0.18) (0.44) (0.41) (0.64) (0.29)
LAREER -0.12 —-0.98 -0.14 0.21 1.16 0.58 -535* —6.14 ***
(1.04) (0.62) (0.72) (0.43) (1.21) (1.14) (1.98) (0.96)
Constant -7.05 15.45 ** 25.40 *** 7.60 ** —27.72% -2.29 52.04 ** 47.88 ***
(8.86) (3.36) (7.23) (2.98) (13.84) (5.00) (17.37) (6.33)

Notes: Standard errors are in parentheses. ***, **, and * indicate that the parameters are significant at the 1%, 5%, and 10% levels, respectively.
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Table 12. The estimated results of the error-correction model for tourism service trade balance by the ARDL model when considering the composite risk.

Overall Globalization

Economic Globalization

Social Globalization

Political Globalization

Variables

ARDL ARDL ARDL ARDL ARDL ARDL ARDL ARDL
4,0,3,3,2) (3,3,4,4,4) 1,3,3,3,3) (1,1,3,4,0) 1,1,3,3,1) (3,3,3,4,4) (3,4,4,3,4) (3,3,3,3,3)
—21.03 *#** 1.81* 5.11 *#* 0.42 —4.41* —4.99 **+ ~1.41
D(LnGLOB): (3.38) (0.94) (1.20) (0.42) (1.83) (0.91) (1.50)
18.43 *++ —3.89 *+ 6.66 ** 5.49 *++ 2.74%
D(LnGLOB): (2.80) (0.90) (1.84) (1.14) (1.49)
15.59 *#+ —2.98* 12.35 **+ 6.04 #++ 7.53 #++
D(LnGLOB); (2.31) (0.99) (1.89) (1.20) 1.92)
1.53
D(LnGLOB), 3 098)
~210* —5.62 #** —3.82 —4.31*
D(EnCR): (1.09) (1.05) (1.10) (1.34)
1.74 1.29 220% 2.70*
D(InCR)e-1 1.21) (1.08) (1.14) 1.21)
—2.67 ** —2.91 ** —D.71 —3.11 %
D(LnCR);-— (1.11) (0.98) (0.81) (1.04)
—2.01*
D(LnCR);_3 089)
2.04 *** —1.18 0.37 —0.61*
*
D(LnGLOB"LnCR); (0.44) (0.23) (0.35) (0.33)
—1.52 # —0.51 #+ —0.99 ** 0.75 **
E3
D(LnGLOB*LACR); (0.28) (0.14) (0.35) (0.23)
—2.50 *** ~1.18 #*+ —2.70 —0.74 #**
'
D(EnGLOB*LNCR);— (0.32) (0.16) (0.40) (0.22)
O 96 EE
D(LnGLOB*LnCR);_3 016)
ECT(-1) ~0.86 *** —1.88 —0.56 *+ —0.47 #+ —0.46 *+ —1.42 ~1.65 **+ —1.42
(0.15) (0.27) (0.09) (0.06) (0.08) 0.21) (0.18) 0.17)

Notes: Standard errors are in parentheses. ***, **, and * indicate that the parameters are significant at the 1%, 5%, and 10% levels, respectively. To save space, we only report the short-run

coefficients of globalization, country risks, and ECT (-1).
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Table 13. The estimated results of the error-correction model for tourism service trade balance by the ARDL model when considering the political risk.
Overall Globalization Economic Globalization Social Globalization Political Globalization
Variables ARDL ARDL ARDL ARDL ARDL ARDL ARDL ARDL
(3,2,3,4,4) (4,4,4,4,4) (4,3,4,4,0) (4,0,4,4,0) (3,2,3,4,4) (3,0,2,3,1) 4,4,4,3,4) 1,3,3,3,2)
—5.73 *** —9.25 *** -1.25 —2.19 *** —6.78 *** —2.48 **
D(LnGLOB); (0.98) (151) (0.88) (0.48) (1.22) (1.10)
3.45 ** 16.38 *** 0.04 1.01 ** 4.61 ** 4.96 ***
D(EnGLOB);— (1.06) (2.50) (0.74) (0.43) (1.35) (1.40)
15.90 *** —4.50 *** 411 * 4.02 **
D(LnGLOB); (2.55) (0.86) (1.39) (1.45)
7.52 ** 2.80*
D(LnGLOB):-3 (1.75) (1.04)
-0.46 —5.35 *** -0.30 -2.59 %
D(LnPR)¢ (0.97) (0.95) (1.06) (1.08)
-1.67* —3.54 -2.01* 2.24*
D(EnPR)e-1 (0.82) (0.87) (0.96) (1.02)
—6.05 *** —5.54 *** —6.02 *** —2.50 *
D(LnPR);— (1.00) (0.89) 1.17) (1.03)
—1.41** -1.43
D(LnPR)e—s (0.58) (0.90)
0.48 —1.77 *** 0.20* -0.12
*
D(LnGLOB*LnPR); (0.26) (0.23) 0.11) 0.21)
—1.38 ** —0.59 *** 0.50 *** 0.57 ***
3
D(LnGLOB*LNPR)¢- (0.30) (0.14) (0.11) (0.16)
—1.85 *** —1.35 *** -0.36 *
D(LnGLOB*LNPR); (0.25) (0.18) (0.18)
—-0.58 * —0.34 **
D(LnGLOB*LnPR);_; 0.22) 0.13)
ECT(-1) —1.39 *** —2.97 *** —1.46 *** —1.47 *** —1.20 *** —0.99 *** —1.51 *** —1.36 ***
(0.20) (0.40) (0.17) (0.19) (0.20) (0.18) (0.19) (0.19)

Notes: Standard errors are in parentheses. ***, **, and * indicate that the parameters are significant at the 1%, 5%, and 10% levels, respectively. To save space, we only report the short-run
coefficients of globalization, country risks, and ECT (-1).
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5.3. The CUSUM and CUSUMSQ Tests of Stability

We applied the cumulative sum (CUSUM) of recursive residuals and the CUSUM of square
(CUSUMSQ) tests to assess parameter stability. The test results show that plots of the CUSUM and
CUSUMSAQ) statistics fall inside the critical bands of the 5% confidence intervals of parameter stability,
indicating the absence of any instability of these coefficients. To save space, this study does not report
the results of CUSUM and CUSUMSQ) tests.

6. Discussion and Implication

Tourism and its associated economic repercussions have taken place within a wider context of
globalization of the world economy [44]. It is thus logical to consider tourism as a main component in
the process of globalization [14], but trade in tourism services and the benefits of free trade in these
services are topics that have received less attention in international economics. This study looks to
provide an empirical explanation for the relationships between tourism service trade, globalization,
and country risks in China by using the ARDL model.

In the long run, we find that globalization has negative effects on the exports of tourism service trade,
but positive effects on its imports, thus exacerbating the tourism service trade imbalances. The positive
impact of globalization on tourism service imports found in our study is roughly consistent with the
findings of Javid and Katircioglu [23] for a sample of 133 countries and of Ivanov and Webster [10]
for 167 countries. However, both of them also found a positive impact of globalization on tourism
service exports, which is completely opposite to our findings. This indicates that compared with
other countries, the impact of globalization on China’s tourism service trade has certain characteristics.
The auses for this may be as follows. First, with the development of information and communications
technology (social globalization), tourists could easily gather information on destinations, products,
and services, which expands their choices [69,70]. The international competitiveness of China’s tourism
service trade is low [8]. Tourism infrastructure, products, and services of the country cannot meet the
needs of the international tourism market, thus inhibiting the exports of tourism service trade.

Second, the globalization of liberalization of trade (economic globalization) creates new markets
and new sources of competition for the tourism industry [15]. Some countries provide characteristic
tourism services and products to expand the market. For instance, South Korea specifically attracts
high-end Chinese female consumers through department stores, shopping outlets, and some famous
attractions [8]. Furthermore, some countries also have succeeded in attracting Chinese tourists by
adopting clear tourism development policies, such as easier visa facilitation (political globalization),
shopping tax exemption (economic globalization), the opening of air rights, low-cost routes (social
globalization), etc. [71]. Therefore, the choice of a large number of Chinese tourists to travel abroad
increases the country’s tourism service trade imports.

Some implications did arise from our findings. In the area of policy, knowledge of the facts
herein can assist regulators and policy makers in determining and executing suitable effective policies.
First, the government should promote sound economic policies and good governance, which can
help build buffers against the adverse effects of globalization on tourism service exports and trade
balances. Second, the government should fully exploit the advantages of tourism resources and build
a multinational boutique tourism route system. Third, the government should continue to promote
easier visa facilitation and a tax refund policy for shopping by foreign tourists. Fourth, in respect of
social globalization, the government should also strengthen online interactive marketing and build
an “Internet +” overseas tourism promotion system. Fifth, in terms of country risks, the government
needs to maintain the stability of country environments since the role of country risks in moderating
the relationship between globalization and tourism service trade is important. At the same time, they
should improve their ability to quickly deal with earth-shattering events such as COVID-19, so as to
ensure the sustainable development of tourism service trade after being shocked.

The limitation of this study is that we adopted aggregated data, which could not consider the
differences between the effects for the individual tourism services trading partners, bringing about
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aggregation bias. In the future, we could adopt disaggregated data, i.e., the bilateral tourism services
trade, to explore the effects of globalization on the bilateral tourism services trade (i.e., export, import,
and trade balance) for China and other individual countries.
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