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As previous studies concerning tourism in Turkey suggest, tourism sector is a leading sector in Turkish 
economy, playing an important role in meeting the foreign trade deficit. The present study�s empirical 

part analyzes the relationship between tourism revenues and foreign trade deficit (goods export-import) 
by using data related to Turkey's monthly tourism revenues and monthly foreign trade deficits between 
2003 and 2013. Empirical analysis made use of Johansen Cointegration Tests as well as error correction 

model tests and various results were obtained. The study�s empirical analysis suggested that there was a 
significant cointegration relation between tourism revenues and foreign trade deficit. 
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Introduction 

Tourism refers to the mobility of people in which they lodge temporarily in different places in the world, 
satisfy their needs and conduct all kinds of related activities (Önen, 2008). Today, tourism has become a 
giant industry with the participation of many people; here, interactions are experienced as a whole and 
economical, political and social relationships are played out; and this giant industry contributes greatly to 
the integration of the world (Demirkaya, 2011:15). Tourism is the fastest growing and continuously 
expanding industry in the world economy. The increase in income per capita, rapid development of 
transportation and communication technology as well as the increase in people's wealth in recent years 
made an important contribution for the improvement and rapid growth of tourism as an industry (Boz, 
2006). 

Tourism sector is a dynamic sector with a special importance especially for countries' economies 
while it involves a continuous interaction with social, cultural, economical and natural environment we 
find ourselves in.  We may even suggest that it plays the role of a fountain head for many countries, 
especially for them to survive downswings and economical depressions (Önen, 2008). Ever increasing 
importance has been attached to tourism in the recent years, and many countries have started to see it as 
one of their main industries in terms of national and regional development. The present study includes a 
general review of tourism sector and foreign trade deficit in Turkey. And empirical part of the study 
suggests the presence of a relationship between these two variables. 
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Tourism Sector in Tur!ey" and t#e Role and Im$ortance of Tourism in Tur!is# Economy 

Active foreign tourism has developed especially as of 1!80s in Turkey. As one of the sectors which 
received government promotion in scope of the program which was implemented for the economy in 
1!85, tourism sector has become one of the primary sources of income for the economy of the country 
with the increase of investments in this field ("avuz, 2006). 

The economical dimension of tourism sector is especially #uite important for developing countries 
like Turkey which possess a high capacity in this field. This industry has an important effect on national 
income and it also contributes greatly to our country in terms of creation of employment. Turkey has 
invested greatly in tourism in order to meet its foreign trade deficit with the revenue of tourism and has 
initiated a fast progress towards being a tourism center in the world by setting up the infrastructure for 
this sector ($oban and Özcan, 2013). 

While tourism activities developed rapidly all around the world, tourism sector in Turkey has 
experienced an especially fast growth both in scope of economic policies and on the micro level.  The 
importance of the sector would be obvious when the following developments are taken into account: the 
increase of investments in tourism, the increase of the share of tourism within the national income, 
t urism�s!"ec min#!an!empl yment!$ield!%ith!priority within the service sector, its positive contribution 
to the balance of payments and its function to attract foreign capital into the country (Dilber, 200%). The 
main areas of investments made in tourism sector in Turkey are as follows: 

· &nfrastructure &nvestments: 'oads, ports, waterworks, electricity, natural gas... 
· Accommodation Facility &nvestments: Camp areas, hotels, motels, resorts... 
· *ther +ervice Facilities: &ntertainment! centers'! ca$(s'! p  ls'! sp rts! $acilities'! "eaches! )*+,n'!

-im.e+!and!*+,n, 2012). 

Tourism sector in Turkey shows a great variety due to the natural and cultural features of the 
country. These are: 

1) -ealth and Thermal Tourism 
2) Winter Tourism 
3) Tableland Tourism 
/) Cave Tourism 
5) -unting Tourism 
6) Convention Tourism 
%) 4ountain7"outh Tourism 
8) "acht Tourism 
!) Faith Tourism 
10) White Water 'afting Tourism 
11) 4arine Diving Tourism 
12) Air +ports Tourism  (http:99www.kultur.gov.tr9T',232659turizm7cesitleri.html). 

The share of tourism revenues within the Gross ;ational <roduct (G;<) has continuously increased. 
As a result of the investments, revenues from tourism, and the important effects of tourism sector in 
creating employment, the share of this sector in G;< has increased every passing year and reached up to 
/.2= in 2013.  &n 2008, the ratio of tourism revenue in G;< was 3./=> in 200!, this was /.1=> in 2010 
3./=> in 2011 3.6=> in 2012 3.%=, and finally in 2013, this rate was up to /.2=. / '! t urism!sect r�s!

share in Turkish economy has been constantly increasing (Dilber, 200%).  
There has been an almost constant increase every year in the number of tourists coming to 
Turkey as well. As a result of the investments made in this sector since 1!80s, Turkey has 
become a known and recognized country in the world. Conse#uently, number of tourists who 
prefer Turkey has shown a faster increase compared to other countries and exceeded 3! millions 
in 2013 with a great success in the field. 
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Ta le!": Tourism !ncome and "umber of Departing #isitors in Turkey. 

$ears  Tourism!income#$$$%&!!! Num er!of!de'artin(!)isitor!

2001 Annual  10 %50 &28  13 %50 12& 

2002 Annual  12 %20 51'  15 21% 51% 

2003 Annual  13 85% 868  16 302 053 

200% Annual  1& 0&6 60'  20 262 6%0 

2005 Annual  20 322 111  2% 12% 501 

2006 Annual  18 5'3 '50  23 1%8 66' 

200& Annual  20 '%2 501  2& 21% '88 

2008 Annual  25 %15 06&  30 '&' '&' 

200' Annual  25 06% %81  32 006 1%' 

2010 Annual  2% '30 ''6  33 02& '%3 

2011 Annual  28 115 6'%  36 151 328 

2012 Annual  2' 00& 003  36 %63 '21 

2013 Annual  32 308 ''1  3' 226 226 

!!!!!!!!!!!!!!!!!!!!!!Source:!Turkish (tatistical !nstitute )http:**www.turkstat.gov.tr*(tart.do+ 

As seen in Table 1, the number of departing visitor has continuously increased in the last 10 years in 

Turkey. -a/or increases in departing visitor numbers have been seen especially after 2000s due to the 

advantages of close relationships with E4, visa facilities for other countries of the world, and tourism 

advertisements etc. 

O)er)iew!of!Forei(n!Trade!Deficit!of!Tur*ey!

Turkey has been experiencing ma/or problems in meeting foreign trade deficits for many years. Foreign 

resource dependency is especially high in the field of energy.  nd! this"! in! turn"! un#alances! Tur$ey�s!

foreign trade. Turkey has made a leap forward in foreign trade after 2002. The most important 

importation dependency of Turkey is in the field of industry sector. A ma/or part of the energy which is 

used as a raw material in the industry is provided through import. And this, in turn, results in current 

de%icit! &'(iy)$"! *+,*-. Exportation has shown a great increase in the last ten years; the growth has 

accelerated; and significant increases in national income and income per capita have been experienced. 

But this economical development has also increased foreign trade deficit. Along with the increase in 

exportation, importation has escalated to high levels in the last decades. This situation impairs the 

structure of the economy )Bahar, 2006+. 

There are many reasons for the foreign trade deficit of Turkey. An important factor in the creation of 

foreign trade deficit in our country is the importation of oil and natural gas.  And another factor is the 

provision of intermediate goods for the export products through importation, regardless of our exportation 

targets. Turkey invests in the industry in order to grow domestically.   But this growth attempt results with 

high deficits in foreign trade due to the scarcity or lack of production of energy as the raw material of the 

industry and intermediate goods. There!isn�t!en)u/h!e0p)rt!re1enue!t)!meet!these!de%icits!&2ar34ay"!*+,*-.  

As the Table 2 shows, there is an increasing deficit in the foreign trade balance of Turkey in the last 

20 years approximately. The increase in import is observed to be higher than the increase in export. !n 

order to meet these deficits, Turkey is in search of alternative energy sources in the field of energy and 

invests greatly in the fields such as tourism which provide higher foreign currency inflow with lower 

costs compared to other sectors. 
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Ta le!"# Balance of Foreign Trade of Turkey. 

Years! E$%ort! Im%ort! &alance!of!Forei'n!Trade!

1!!" 18 105 8#2 23 2#0 01! -5 16" 1"# 

1!!5 21 63# 0"1 35 #0! 011 -1" 0#1 !#0 

1!!6 23 22" "65 "3 626 6"2 -20 "02 1#8 

1!!# 26 261 0#2 "8 558 #21 -22 2!# 6"! 

1!!8 26 !#3 !52 "5 !21 3!2 -18 !"# ""0 

1!!! 26 58# 225 "0 6#1 2#2 -1" 08" 0"# 

2000 2# ##" !06 5" 502 821 -26 #2# !1" 

2001 31 33" 216 "1 3!! 083 -10 06" 86# 

2002 36 05! 08! 51 553 #!# -15 "!" #08 

2003 "# 252 836 6! 33! 6!2 -22 086 856 

200" 63 16# 153 !# 53! #66 -3" 3#2 613 

2005 #3 "#6 "08 116 ##" 151 -"3 2!# #"3 

2006 85 53" 6#6 13! 5#6 1#" -5" 0"1 "!8 

200# 10# 2#1 #50 1#0 062 #15 -62 #!0 !65 

2008 132 02# 1!6 201 !63 5#" -6! !36 3#8 

200! 102 1"2 613 1"0 !28 "21 -38 #85 80! 

2010 113 883 21! 185 5"" 332 -#1 661 113 

2011 13" !06 86! 2"0 8"1 6#6 -105 !3" 80# 

2012 152 "61 #3# 236 5"5 1"1 -8" 083 "0" 

2013 151 802 63# 251 661 250 -!! 858 613 

!!!!!!!!!!!!!!!!!!!!!!!!!Source:!Turkish $tatistical %nstitute (http:&&www.turkstat.gov.tr&$tart.do) 

T(e!Effect!of!Tourism!Sector!on!Forei'n!Trade!Deficit!of!Tur)ey!

Turkey is a constantly growing country in almost all its sectors. Both export and import are increasing 

along with this growth. The increase in import is observed to be higher than the increase in export. This 

condition creates a constantly increasing deficit in the foreign trade balance of Turkey. Therefore, a 

corresponding amount of foreign currency is needed to make the international payments. But export has 

not reached to the ade'uate level as to obtain the necessary foreign currency. Foreign currency inflowing 

to our country for investments in financial sectors brings with it the risk of leaving the country at once in 

case of economic fluctuations.   Tourism revenues, conse'uently, have a vital importance in providing 

recurring revenue within the country and meeting the foreign trade deficits originating from the import 

surplus !"etin#a$ and %e&ta$' ())*+,  

Tourism in Turkey is a continuously developing sector in general. *evenues thereof have a great 

importance in terms of meeting the deficits emerging in the balance of payments. As we mentioned 

above, tourism sector has entered a new era as of 1!80s and the way for investments in this field has been 

paved. $o, Turkey has to seize the opportunities of this sector with a great potential in the best way 

possible in order to finance its deficits in foreign trade (Boz, 2006).  

We see tourism revenues and foreign trade deficit figures of 33 years in the below Table 3. Tourism 

sect-r�s share in meetin. the /-rei.n trade de/icit in 01*) is -#ser2ed t- #e 3uite low, at the level of 6+.  

After approximately 5 years, tourism revenues have increased " times as much as a result of the 

investments in this sector. Tourism revenues have increased constantly almost every year. The increase in 
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foreign trade has also been at high levels. The share of tourism revenues in meeting the foreign trade 
deficit has increased continuously despite occasional fluctuations. 

Ta le!"# The Effect of Tourism !ector on Foreign Trade Deficit of Turkey. 

! 
Years!

!

Forei$n!Trade!Deficit!

%&&&!'( 

!

Tourism!re)enues!

%&&&!'( 

!

S*are!of!tourism!re)enues!in!meetin$!

FTD!%+( 
1"80 #.""" 326,$ 6,5 

1"85 2."$5 1.#82 #",81 

1"86 3.6#8 1.215 33,30 

1"8$ 3."68 1.$21,1 #3,3$ 

1"88 2.6$3 2.355,3 88,11 

1"8" #.16$ 2.556,5 61,35 

1""0 ".555 3.225,0 33,$5 

1""1 $.326 2.65#,0 33,52 

1""2 8.1"1 3.63",0 #5,12 

1""3 1#.160    3."5",0 2$,"5 

1""# #.216 #.321,0 102,#" 

1""5 13.212 #."5$,0 3$,51 

1""6 1".#2# 5."62,1 30,6" 

1""$ 21.315 8.088,5 3$,"# 
1""8 12."25 $.808," 60,#1 

1""" ".##3 5.203,0 55,0" 

2000 22.3$5 $.636,0 3#,12 

2001 #.606 10 #50 $28 218,55 

2002        8.5"0        12 #20 51" 138,5# 

2003          16.230        13 85# 868 56,6 

200#          32.3$2        1$ 0$6 60" #",0 

2005         #3.2"$        20 322 111 #2,0 

2006         5#.0#1        18 5"3 "50 31,1 

200$          62.$"0        20 "#2 501 2",# 

2008         6".800        25 #15 06$ 31,3 

200"         38.$85        25 06# #81 5#,$ 

2010        $1.661        2# "30 ""6 2",0 

2011      105 "3# 80$        28 115 6"# 26,5 
2012        8# 083 #0#        2" 00$ 003 3#,5 

2013        "" 858 613        32 308 ""1 32,3 

!!!!!!Source:!Turkish !tatistical %nstitute (http:&&www.turkstat.gov.tr&!tart.do) 

,iterature!!

Below are some reviews of the studies conducted in the literature concerning tourism and foreign trade:      
Balaguer and Cantavella-Jorda (2002) have concluded in their study that tourism revenues of !pain 

played an important role in meeting the foreign trade deficit in the last 30 years. 
 eli!"#$u%"&'()*+"has"put",-rth"a"si.ni,icant"causal"relati-n"/et0een"t-urism"re1enues"and",-rei.n"

trade deficit in Turkey by using Granger causality test and Johannes cointegration tests. 
Özk'k et al. &'((2+"made"use"-,"Tur!ey�s"t-urism"data"and"current"deficit data of 10 years and have 

concluded that tourism revenues had a positive effect on current deficit through Granger causality test. 
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The conclusion of the study of G!nd!z and "atemi (2005) suggested that tourism revenues of the 

year 2005 was one of the most important foreign currency sources of Turkey and this source alone 

provided foreign currency amounting to #2$ of the foreign trade deficit. 

%ara, &'mlek*i and %aya (2012) have created 3 models in order to estimate the relation of tourism 

revenues with macro economic variables. The first model concerned the evaluation of the relation 

between tourism revenues and economic growth; the second model concerned the evaluation of the 

relation between tourism revenues and current balance; and the third model concerned the evaluation of 

the relation between real exchange rates and tourism revenues. Engle-Granger, +A/ analysis and 

Granger causality analysis have been applied on all three models. The results of analyses have suggested 

a one-way causal relation going from growth to tourism; a two-way causal relation going from tourism 

revenues to current balance and a one-way causal relation going from exchange rates to tourism revenues. 

The results of causality analyses have also been verified through impulse-response and variance analyses. 

&ilyavuz (2006) has studied the effect of the increase in tourism revenues of Turkey on its economic 

growth in the period between 1442:71 and 200#:7#. The unit root test of 8ivot and Andrews (1442) has 

been used to determine the presence of structural break, along with conventional unit root test 

(Augmented Dickey Fuller). The results !" #i$!t and %ndre&s� test ha$e su''ested that 'r!ss d!mestic 

product and tourism variables were trend stationary, by contrast with ADF. According to standard 

Granger causality test results and Toda-9amamoto (1445) approach, there was no causal relation between 

tourism revenues and economic growth. 

Bahar (2006) has analyzed the time period belonging to the variables created by tourism revenues 

and G<= for the period of 1463(200# through +A/ model. The empirical results have suggested that 

tourism had a positive effect on economic growth and according to the cointegration test, there was a 

reciprocal relation between the two variables in the long run. 

Em irical!Analysis!!!!!

Met"odolo#y!

Cointegration between series, and their relations in long and short run have been analyzed through Engle 

and Granger (14>?) method. @n this method, it has been stated that a linear integration of the series 

belonging to two or more economic variables could be stationary even though these series themselves 

aren�t )*n'le and +ran'er, -./012 This linear integration, which could also be called as a long run 

relation, is termed as cointegration eHuation. Any balance relation between non-stationary variables 

enables their stochastic trends to be related and thus makes their cointegration necessary and enables their 

movement to be dependent on each other. @n the long term, however, the dynamic behavior of the 

variables which move together may show some deviation from the balance relation. This is a key feature 

of cointegrated variables and plays a determinant role in the short run dynamics (Johnston and Dinardo, 

144?). The dynamic model emerging through this process is termed as error correction model. @n error 

correction model, a negative and statistically significant coefficient for the error correction term is 

desired. This shows that the short term deviations between series that move together in the long run are 

eliminated and series converge once more in the long run balance value. A positive coefficient, on the 

!ther hand, indicates that an impact e""ectin' !ne !" the series didn�t diminish and series di$er'e "r!m 

their balance value (Enders, 1445: 356; +ogelvang, 2005: 265). !

An analysis to be conducted with cointegration and error correction models consists of the following 

stages (Enders, 1445: 365-366): First of all, the integration (stationarity) degree of the variables is 

determined. The most important limitation of this method is the necessity for all included series not to be 

stationary in their level values but to become stationary when their first difference is taken (Engle- 

Granger, 14>?). Then, regression in the long run is estimated with the level values of series. Iong run 

model is as below:  
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Then, an error terms series belonging to the regression in the long run is obtained and ADF 

(Augmented Dickey Fuller) stationarity test is counducted on this series.ADF test statistics obtained from 

stationarity test and C!DW (Cointegration !egression Durbin-Watson) test values obtained from long 

run relation are compared with Engle and Granger (1"8#) table values. When the resulting test values are 

higher than table values, a cointegration relation between series is considered to be present. Finally, error 

correction model is created with the series that have become stationary. Error correction model is as 

follows: 

 

This model also gives the relation in the short run. 

$ere,   is the error correction term. 

Data Set 

The present study includes tourism revenues (T!) and foreign trade deficit (%&) data in the model. Data 

have been gathered from Turkish 'tatistical *nstitute (http:++www.turkstat.gov.tr+'tart.do) on a monthly 

basis. 

Model 

When data have been converted into an econometric model: 

/ 0t   has been obtained. 

Stationarity Tests 

 n! "rder! #"r! a! time! series! t"! $e! stati"nary%! its! mean! and! &ariance! sh"uldn�t! chan'e! in! time! and! the!

covariance between two periods should only be dependent on the distance between the two periods, and 

not on the period in which this covariance is calculated (Gu2arati, 1""": #13). Due to the problem of 

spurious regression in the model estimated with non-stationary time series (Granger and %ewbold, 1"#4), 

"$tained!results!d"n�t!re#lect!the!real!relati"n(  

*n such a case, t and F tests lose their validity. The stationarity of series in the present study has been 

analyzed through ADF and 55 tests. Dickey-Fuller (DF) test may be conducted based on three e6uations: 

Test !"r a unit r""t                                       

Test !"r a unit r""t #it$ dri!t                        

Test !"r a unit r""t #it$ dri!t and trend         

DF statistics obtained as a result of these tests are compared with 7ac 9innon (1"";) critical values 

and null hypothesis ( ) is tested against alternative hypothesis (

(

). %ull hypothesis 

indicates the non-stationary state of the series, in other words, that it has a unit root while alternative 

hypothesis indicates that the series is stationary. When the error term ( ) is internally correlated, the 

e6uation (<) is reformulated as follows: 

 

)ere!m!indicates!the!len'th!"#!la'%!*hile!+!indicates!di##erence!operator. The length of lag depends on 

obtaining a model without internal correlation.  This test is known as Augmented Dickey Fuller: ADF 

test. The results obtained through ADF test is shown in Table 4. 
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Ta le!"# ADF Test !esults. 

 A!" #$ #% #$& 

'(T) *+,-%&.-+ *-,/0+&-% *+,00/$&1 *+,%2000/ 

'((3 *-,$$2$++ */,&-&$%2 *-,///2%. *-,$/2++$ 

 LNTR *$$,$-2/. *-,/0+&-% *+,00/$&1 *+,%2000/ 

 LNN! *$.,22-&% *-,/0$+$2 *+,00-2%- *+,%20.1/ 

"ote: Akaike information criterion (A#C) has been used as test statistics.   !r"the"si#ni$icance"le%el&"'ac"(inn!n�s"

(1$$6) critical values have been used. 

When the results in Table % are analyzed, tourism revenues and foreign trade balance have been seen 

to be stationary in their first difference. ADF test assumes that error terms are statistically independent 

and have constant variance. #n this case, cointegration analysis could be conducted with Johansen &ystem 

Cointegration Test method. 

$on%!Run!Analysis!

'ong run analysis is conducted with level values of series. Below is the long run model adapted to the 

present study: 

 

'ong run models of the data included in the analysis have been estimated with E** and the results are 

shown in Table 5. 

Ta le!&# 'ong !un Analysis. 

 

 

When the results shown in the table are analyzed, short run deviations between tourism revenues and 

foreign trade deficit are observed to be eliminated and tourism revenues are predicted to converge with 

foreign trade deficit in the long run in the balance value. 

Cointe%ration!Relation!

Error term series have been obtained through long run analyses of the countries and these series have 

been sub+ected to ADF and C!DW tests. #f the calculated test statistics are greater than the critical values 

in the table as absolute value, this would indicate the presence of a cointegration relation between series. 
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Ta le!"# Cointegration !elation. 

"ypothesized 

#o. of CE(s) 

 

Eigenvalue 

Trace 

$tatistic 

0.05 

Critical %alue 

&rob.'' 

 

#one ' 0.08*+1+ 16.+,5+3 15.+,+*1 0.0352 

-nrestricted Cointegration !ank Test (/aximum Eigenvalue) 

"ypothesized #o. of 
CE(s)              

        

Eigenvalue Trace 

$tatistic 

0.05 

Critical %alue  

&rob.'' 

#one  0.08*+1+ 11.61*0, 1+.26+60 0.02*2 

The presence of a cointegration relation between series has been established after the analysis of 
Table 6. Based on this4 series are determined to move together in the long run and analyses to be 
conducted with these series are considered not to include spurious regression. After observing a long term 
relation between series4 the presence of a short term relation may be analyzed. The presence of short term 
causal relati n! "et#een! $aria"les! may! "e! analy%ed! "y! usin&! '(ect r! )rr r! * rrecti n+! m del! ,Tar-.!
/-ld-r-m.!0112341567 

Conclusion!

Tourism sector which has become significantly important for the economies in the world in recent years is 
known as the top foreign currency source after exportation within Turkish economy. Tourism revenues 
have a ma7or importance in meeting foreign trade deficits of our country. The present study conducted an 
empirical!analysis! n!the!relati n!"et#een!Tur8ey�s!t urism!re$enues!and!its!9 reign trade deficit4 using 
monthly data of the period of 200392013.  The results of the empirical study suggested that there was a 
significant cointegration relation between tourism revenues and foreign trade deficits. Thus4 the 
importance of tourism revenues in meeting foreign trade deficits of Turkey has been observed. That is 
why the importance attached to tourism sector in our country should be increased in order to reduce our 
foreign trade deficits more effectively. Turkey has a great potential in the field of tourism. But some 
investments need to be made in this field in order to obtain much more tourism revenue in the future. 
:ncreased tourism revenues will not only balance the payments but also will help in reducing the current 
deficit which has been a ma7or problem of our country for decades4 and by doing so4 it will also provide a 
competitive advantage to our country in the international arena. As previous empirical studies show4 as 
the second ma7or foreign currency source4 tourism contributes greatly! t ! ur!c untry�s!ec n my7!: re!
importance should be attached to winter tourism since tourism sector in Turkey has more of a seasonal 
character.  We could make better use of our existing potential if tourism revenues spread through the year 
more evenly since this would in turn create increase in revenue.  
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