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How consumer confidence is reshaping the outbound
tourism expenditure in China? A lesson for
strategy makers!

Chi-Wei Sua , Muhammad Umara and Tsangyao Changb

aSchool of Economics, Qingdao University, Qingdao, Shandong, China; bDepartment of Finance, Feng
Chia University, Taichung, Taiwan

ABSTRACT
Tourism is a rapidly rising sector that contributes significantly to
economies. In this paper, we apply a bootstrap full-sample causality
test, parameter stability test, and quantile-on-quantile approach test
so as to examine the relationship between consumer confidence
index (CCI) and outward tourism expenditure (OTE) for the period
between 1998:Q1 to 2021:Q4. The results of the findings reflect that
CCI tends to exert a positive impact on the OTE in most of the quan-
tiles. This essentially implies that consumer confidence in China can
act as a compound for outbound tourism expenditure in nature.
Therefore, it can be affirmed that the OTE tends not to have an effect
on the CCI, thus extending the implication that an alteration in the
private outbound tourism spending in most likely to be insufficient
for the modification of the factor of consumer confidence. To ensure
the robustness of the results, we have employed the quantile-based
granger causality to investigate the causal relationship in quantile
between CCI on the OTE. The results of this study tend to educate
the foreign tourism policymakers, while at the same time making
forecasts of the tourism arrivals from China. Policymakers can then
plan their tourism strategies, ideally including the CCI.
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1. Introduction

In the last few decades, tourism is becoming more significant as revenue and foreign
exchange earnings. The tourism demand literature is skewed toward studies that focus
exclusively on inbound tourism, ignoring outbound tourism. This is due to the eco-
nomic benefits accrued from inbound travel receipts instead of the capital flight
incurred from outbound tourism. However, it is critical for domestic and inter-
national tourism stakeholders to understand the factors that influence outbound tour-
ism demand to be well-versed in external competition. Tourism is also referred to as
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a “smokeless business”, as it provides a considerable boost to the socioeconomic
development of a country (Athari et al., 2021; Huang & Wei, 2018). As the percep-
tion of the consumers tends to fluctuate and change over time, the confidence index
also reflects these changes and shifts according to an individual’s financial condition
and the corresponding macroeconomic environment (Chatziantoniou et al., 2016;
Tachochalalai & Romprasert, 2019). It is noteworthy that the consumer confidence
shows changes primarily due to the uncertainty in the economic or political
conditions and particularly evident with the preservation of safety, e.g., epidemio-
logical situation.

In addition to this, the variations in the consumer confidence index (CCI) might
also influence the demand for travel (Teyssier, 2012). The presence of consumer confi-
dence in the present and the future conditions of an economy would ideally provide
critical insights into why people decide to pursue travelling (Dogru, 2016). It is
observed that consumers will tend to increase their spending on tourism particularly
when they are optimistic about their financial position, as well as the macroeconomic
situation (Godil et al., 2020; Li et al., 2010). On the other hand, visitors who have little
confidence in their career prospects are likely to spend less on vacations, as well as
shopping, thus resulting in a decline in the spending on tourism (Almeida & Garrod,
2017). In addition to this, the emotional side of things, or in other words the ‘animal
spirits’, tend to exert an influence on the decision making capabilities of the economic
agents. This can essentially predict the trends that are to follow in the aspect of con-
sumer spending as well as tourism expenditure (Dogru, 2016; Ludvigson, 2004).

One must acknowledge that the economic implications presented by the tourism
industry, in both the origin and the destination countries are of the utmost import-
ance to the society (Jin et al., 2018). Therefore, the expansion of the tourism industry
has given way to a considerable amount of economic growth, that too on a global
level, specifically when it comes to the emerging economies that can bank on their
ample natural features when attracting the attention of tourists. Thus, we can affirm
that consumer confidence tends to have a definite impact on the demand for out-
bound tourism (Jucan & Jucan, 2013; Pham et al., 2017). Due to this, we can make a
calculated deduction that consumer confidence may very likely be linked to the asso-
ciated with outbound tourism expenditures (OTE) (Gholipour et al., 2022; Su et al.,
2022). Therefore, when taking into consideration the implementation of the tourism
growth strategies and its relevant policy measures, this particular study puts forth the
suggestion that the authorities dedicated to travel in different counties must pay heed
to the consumers’ confidence in the country of origin.

Since the year 2012, China has managed to establish itself as the world’s top mar-
ket for tourism. Therefore, in this regard, its impact on the expenditures associated
with outbound tourism are such that cannot be taken for granted (Xie & Tveterås,
2020). Sources of information have also affirmed that China has superseded the
United States as the world’s largest consumer of outbound travel (Cavlek, 2020), and
OTE went up to USD 254 billion in 2019. This is primarily due to the fact that
Chinese tourists have exsperienced an increase in their purchasing power, and several
tourist spots and locations have gone an extra mile to attract these tourists (Dogru,
2016). Having observed this, it has also been noticed that there is little research that
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has been undertaken regarding the impact of the CCI on the OTE. Moving on with
the same context, the factor of CCI is deemed to be a viable economic indicator that
is impacted by the current as well as the future state of the economy. Besides, the
demand for tourism has shown a tremendous decline in different time periods that
have been defined by a high CCI in China (Xie et al., 2021). It has also been observed
that consumer confidence has reached an all-time low in periods where the global
financial crisis has taken over the economy, specifically referring to the 2008 and
COVID-19 pandemic (G€ossling et al., 2020).

This study contributes to the extant literature in many ways. The first one of these
is that even though there has been a plethora of research conducted on the effects of
consumer confidence on the outbound tourism (Cavlek, 2020; Dragouni et al., 2016;
Gholipour & Tajaddini, 2018), there has been negligible research that has been under-
taken on the functionality of CCI, specifically in China’s outbound tourism market.
Moreover, after the crisis that have been experienced in the past few years, the role
and function of CCI has become even more critical for the policymakers, primarily
because the customers have become increasingly irrational, solely relying on their per-
sonal psychological prompts and understanding when making holiday purchases
(Kock et al., 2020; Lahiri et al., 2016). Therefore, as a result, this particular research
tends to look into the relationship dynamics between CCI and OTE, specifically keep-
ing China as a case in point, so as to better address this gap in the literature. Second,
a vast chunk of the extant literature written on this discipline has primarily observed
the causal relationship between CCI and OTE in a full-sample causality (Cavlek,
2020; Dragouni et al., 2016; Gholipour & Tajaddini, 2018; Gunter & Smeral, 2017).
However, it is noteworthy that when the structural relationships of the considered
variables tends to change or alters, the linkages between CCI and OTE may end up
becoming time variant.

The purpose of this was to fill the gaps that reveal a dynamic causal relationship,
and confirm the presence of structural changes in the series. Therefore, First, we have
resorted to the employment of the bootstrap full-sample causality test, parameter sta-
bility test, and quantile-on-quantile approach test so as to examine the relationship
between of CCI and OTE. This approach has led to the identification of the relation-
ship between the variables placed in the different quantiles of the data. Moreover, the
choice of this specific approach is strongly validated by the CCI data structure.
Because CCI data is only provided monthly, there is a risk that high-frequency data
fluctuations may be disregarded. Thus, studying high-frequency crescendos of the
link between CCI and OTE is lost, especially when other conventional methodologies
are used. Second, to ensure the robustness of the results, we have employed the quan-
tile-based granger causality to investigate the causal relationship in quantile between
CCI on the OTE. In this regard, the empirical results of the study have indicated that
CCI tends to exert a positive impact on the OTE, that too in most of the samples
that have been taken into consideration. This is then affirmed by the gravity model,
this pointing towards the indication that the two variables that have been considered
essentially move in the same direction. This has resulted in the realization that OTE
tends to have no effect on the CCI in the economic situation of China which may
occur in the future.

ECONOMIC RESEARCH-EKONOMSKA ISTRAŽIVANJA 3



The remaining paper has been structured as follows. The literature review of the
study has been displayed in segment 2. Next, model, methodology and data has been
presented in segment 3, in order to explicate the association between CCI and OTE.
Following this, empirical results have been presented in segment 4 and segment 5
provided detailed discussion of the results. Moving further, segments 5 presented
conclusion, policy implication, and future research of the paper.

2. Literature review

Extensive literature has investigated tourism determinants of tourism but the litera-
ture between CCI and OTE is limited and lacks research consensus. According to
(Wang et al., 2006), the consumption behavior of tourists is influenced by a wide
range of elements that can be divided into economic restrictions, sociodemographic
factors, trip-related factors, and psychographic traits. The evidence on economic
restrictions overwhelmingly supports that income has a positive and considerable
impact on visitor expenditure (Almeida & Garrod, 2017; Bernini et al., 2021). Other
factors such as prices, ownership of economic assets, indicators of financial distress,
and healthcare costs may have a substantial impact on spending, contributing to the
formation of limits on leisure-time choices (Arain et al., 2020; Belenkiy & Riker,
2013; G€ossling et al., 2020). Personal income, measured by GDP per capita, or aver-
age earnings, is one of the most significant motivations to take a vacation trip in the
outbound tourism demand literature (Chi, 2016). (Motamed-Jahromi et al., 2017)
found that capital earnings have a major impact on the decision to travel to other
regions of the world for vacation. Household members tend to take fewer vacations
abroad when the CCI is low, which reduces OTE

(Gunter & Smeral, 2017) observed that during the time periods when the economy
was facing distress and the CCI was believed to be on the lower side, European con-
sumers tended to avoid planning holidays abroad, and rather preferred to increase
their consumption of basics and at the same time save up for the rainy days as well.
Moreover, Gholipour and Tajaddini (2018) also discovered that when the European
people are going through a period of low confidence in the economic situation, they
tend to cut back on the OTE, and vice versa. In this regard, the issue of a positive or
favorable impact from CCI to the OTE, is not always highlighted or brought into the
lime light. In a study, (Latzko, 2005) found that the consumers’ confidence does not
highly correlate with the movements of tourism, especially when taking into account
similar movements from Japan to Hawaii. In the same context, (Heim, 2010) also
gave an explanation that the consumption of non-durable and perishable products
and services, and the advent of outbound tourism, were factors that are essentially
not driven by a strong consumer confidence. It is also noteworthy that the inbound
tourism to places such as Greece has been unaffected by the changes in the consumer
confidence in the origin countries of the tourists (Gounopoulos et al., 2012).

Furthermore, (Claveria & Torra, 2014) suggested that the consumer confidence in
the countries of origin, such as the likes of France, United Kingdom, Germany, and
Italy, has no influence or comportment on the demand for outbound tourism in
Catalonia. Also, (Gorlevskaya, 2016) also gave evidence that the consumer confidence
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tends to leave a rather miniscule impact on tourism spending and expenditures on a
global level. Data pertaining to travel and tourism also shows that the Chinese out-
bound tourists tend to decrease by a significant amount during the periods where
there has been low disposable incomes and as a result low economic growth paired
with a low CCI (Raza & Shah, 2017). At the same time, a study by (Zuo & Lai, 2020)
propagated that when Chinese consumers tend to develop a more trusting relation-
ship with their financial positions, they are able and willing to spend more on tour-
ism related activities. According to a recent study by Gholipour et al. (2022), a
progressive improvement in China’s CCI leads to a positive impact on the outbound
travel to 25 African countries. Nonetheless, in China, the perception of a positive
association between CCI and OTE does not always stand accurate. For instance, it
was observed that during the global financial crisis, CCI on a global level was at an
all-time low, however, the Chinese outbound tourism told another story. At that time
as well, not only the OTE experienced an increase, but the RMB also appreciated,
thus making outbound and overseas travel more approachable for consumers (Li
et al., 2010). Due to this high CCI, an increasing number of consumers in China
have been looking to save and invest their money(Zipser et al., 2016), primarily
because this may lead to a significant reduction in the expenses that they incur on
outbound travelling. During periods of high CCI, the demand for Chinese tourism
has also been observed to decline considerably (Xie et al., 2021).

It can be affirmed that despite the fact that there has been little research that has
shown linkages between consumer confidence and outbound tourism (Cavlek, 2020;
Dragouni et al., 2016; Gholipour & Tajaddini, 2018; Gunter & Smeral, 2017), there is
no evidence of a study that has investigated this very correlation in the context of
China. Therefore, we have set out to investigate the correlation between CCI and
OTE in this study in order to analyze how the consumer confidence impacts the
Chinese outbound tourism. Furthermore, a significant chunk of the extant literature
has overlooked the structural breakdowns that exist in the time series, thus making it
difficult to study the dynamic causal linkages between the CCI and OTE. Therefore,
as a result, this research aims to fill in the gaps presented by the existing literature.
For this purpose we have applied the quantile-on-quantile method and quantile-based
granger causality tests to investigate the factor of causality between CCI and OTE, by
taking into consideration the inconstant parameters. We can therefore make use of
this test in order to evaluate if the Chinese consumer confidence behaves as a stimu-
lating factor for outbound tourism spending and expenditures in China.

3. Model, methodology, and variable description

3.1. Model

For the purpose of this paper, the gravity model with its suitable extensions, has also
been taken into consideration in order to thoroughly investigate the determinants
that define the flow of tourism, while the independent variables comprise of the vari-
ous features of the origin and destination countries, which are deemed to be either
fixed or variable in nature (Athari et al., 2021). In addition to this, the model has
been presented to be a stable, as well as a reliable measure for investigating the
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outbound travel (Balli et al., 2020; Ullah et al., 2019). This research also makes use of
Rodrigue’s gravity model, a measure that has been altered accordingly in order to
assess China’s outbound tourism. As a result, the basic outlines of the gravity model
for outbound tourism are as follows:

Xodt ¼ k
MoMd

D2
od

(1)

Here, China is characterized by the symbol o, the country of destination has been
denoted by the symbol d, while the time index is denoted by the symbol t.
Moreover, k is shown as a constant, while the flow of tourists from China have been
denoted by Xodt , to the destination country d, during the time period denoted by t:
Moreover, the elements that can be used to generate the flows of outbound tourism
from China have been articulated by Mo: Md specifies the factors that are capable of
attracting the inflows of international tourism to the destination country that is
denoted by the symbol d: In addition to this, the distance between China and the
destination country that is chosen by the consumers is denoted by the symbol Dod: It
can be affirmed that CCI is a significantly critical factor that is capable of boosting
the outbound tourism flows in the source country (Huang & Wei, 2018). The hypoth-
esis for CCI and OTE is developed based on literature review and model. The
hypothesis is developed as below:

H1: CCI might have a positive impact on OTE and vice versa.

3.2. Methodology

The methodology that this particular research has undertaken is twofold. First, we
have resorted to the employment of the bootstrap full-sample causality test, parameter
stability test, and quantile-on-quantile approach test so as to examine the relationship
between CCI and OTE. This approach has led to the identification of the relationship
between the variables placed in the different quantiles of the data. Moreover, the
choice of this specific approach is strongly validated by the CCI data structure.
Because CCI data is only provided monthly, there is a risk that high-frequency data
fluctuations may be disregarded. Thus, studying high-frequency crescendos of the
link between CCI and OTE is lost, especially when other conventional methodologies
are used. Second, to ensure the robustness of the results, we have employed the quan-
tile-based granger causality to investigate the causal relationship in quantile between
CCI on the OTE. An in-depth analysis of each set of the methodologies taken into
consideration has been provided henceforth.

3.2.1. Bootstrap full-sample causality test
The Granger causality test statistics are developed on the basis of the vector autore-
gression (VAR) model, and do not typically adhere to the traditional asymptotic dis-
tributions. As a result, when using the VAR model, Granger causality tests are often
confronted with difficulty. (Toda & Yamamoto, 1995) suggested an improved Wald
test that typically uses an expanded VAR model with I (1) variables, so as to achieve
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the usual asymptotic distribution of the Wald test. The Granger causality test, accord-
ing to (Shukur & Mantalos, 2000), thus fails to produce effective and reliable results,
especially when the residual-based bootsrap (RB) approach is not eligible to be
applied. Furthermore, the likelihood ratio (LR) test tends to be completely applicable
in small samples. Moreover, (Mantalos, 2000) examined the properties of the Wald,
corrected-LR, and the bootstrap tests, in cointegration and non-cointegration proc-
esses using the Monte Carlo methods. Following this, they demonstrated that, regard-
less of the type of the cointegration, the bootstrap test performed best in the majority
of the circumstances. As a result, the modified LR tests based on the RB method
have been used in this study to investigate the causality between CCI and OTE.
Equation (1) can therefore be used to construct the VAR (p) model, with a lag value
of p that has been determined using the Schwarz Information Criterion (SIC):

xt ¼ u0 þ u1xt�1 þ :::þ upxt�p þ et t ¼ 1, 2, ::::::T (2)

Here, the function, et ¼ e1t , e2tð Þ0 is a white noise process. The VAR is extended
with exogenous variables, so as to allow for the addition of unmodeled variables that
are decided outside of the VAR (Nicholson et al., 2017). In the econometrics litera-
ture, these models are known as ‘‘VARX", but they are also known as the ‘‘transfer
function" or the ‘‘distributed lag" models. Taking this into account, the primary goal
of this paper is to closely investigate the interactions that occur between the CCI and
OTE. Equation (1) can thus be expressed as Equation (2), by translating the variable
x to CCI and OTE :

CCI1t
OTE1t

� �
¼ u10

u20

� �
þ u11 Lð Þ u12 Lð Þ

u21 Lð Þ u22 Lð Þ
� �

CCI1t
OTE2t

� �
þ e1t

e2t

� �
(3)

3.2.2. Parameter stability test
One of the assumptions that has been designed for the full-sample test is that the
parameters in the VAR model are constant. As a result, the outcomes will be zero,
and the causality will be unstable, especially when the time series’ structure tends to
show changes (Balcilar & Ozdemir, 2013). It is therefore crucial to check whether the
settings are stable. On one hand, in order to check the stability of the short-run
parameters, we have used the tests of Sup� F, Mean� F and Exp � F: These tests
can be used to observe the short-term stability of the parameters. The Lc statistic, on
the other hand, has been used to examine the long-term stability of the parameters
(Nyblom, 1989).

3.2.3. Quantile on quantile approach
It has been sometime since the researchers studying this discipline have come to the
realization that the Quantile Regression Analysis, originally coming from the teach-
ings imparted by of (Koenker & Bassett, 1978), carries a significant amount of
importance, particularly in terms of its comparative preeminence and competency
over the linear regression model. However, even though it is able to make estimations
and analyze the heterogeneous association at different quantiles of the conditional
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distribution, it is affirmed that the QRA is incapable of catering to any probability of
varying relationships that are most likely caused by the level and type of uncertainty.
Therefore, in order to concern specifically, Sim and Zhou suggested a unique
approach, i.e., the Quantile on Quantile (QQ). Therefore, taking this very approach
forward, we then demonstrated the association between CCI and OTE while using
the QQ methodology for this paper. It is noteworthy that this approach is deemed to
be proficient in terms of providing a detailed analysis at varying quantiles of the con-
ditional distribution. Therefore, the nonparametric model that is primarily based on
the quantile regression must ideally be put forth in the following function;

OTEt ¼ bhUt�1 þ uht (4)

Here, OTEt denotes the outward tourism expenditure during the time period t;
while Ut can take that represent the variable consumer confidence index, which can
be captured through (CCI), at day t: Moreover, h is the hth quantile of the condi-
tional distribution of OTEt , while uht is a quantile error term, whose conditional hth
quantile may be deemed to be equal to zero. For further details on the methodology,
interested readers can pursue.

3.2.4. Quantile-based granger causality test
Our analysis based on the Wavelet based quantile on the Quantile analysis has been
further complimented by taking into account the quantile-based granger causality.
Based on the (Granger, 1996), if a series Zt does not make a viable contribution
towards predicting another series Yt , then it is affirmed that Zt does not granger-
cause Yt: In more mathematical terms, let there be an explanatory
vector It¼def IYt , IZt

� �0 2 R
d, where d ¼ sþ q, and IZt , which is the prior information set

of Zt, IZt :¼ ðZt�1, ::::,Zt�qÞ0 2 R
q: The mathematical equation for the null hypothesis

of granger non-causality from Zt to Yt is therefore given as follows:

H0 : FY yjIYt , IZt
� � ¼ FY yjIYt

� �
, for all y 2 R (5)

3.3. Variable description

When taking into account the data pertaining to this research, we have taken
monthly data of consumer confidence index (CCI) and outbound tourism expend-
iture (OTE) from 1998:Q1 to 2021:Q4. It was observed that after the Asian financial
crisis that was initiated from Thailand in July 1997, there was a slowdown in the
Chinese economy, which then lead to widespread uncertainity amongst the people.
This eventually resulted in a dramatic decline in the consumer confidence. CCI has
been referred to in this study as a measure to people’s approach and attitudes, along
with their expectations about the economy, paired with their income levels as well.
The index that has been developed ranges from 0 to 200, with 0 showing a “very pes-
simistic” scenario, while 200 representing “very optimistic” circumstances. In this
regard, the greater the extent of CCI, the more positive the consumer is expected to
be regarding the future of the economic conditions and the amount of income that
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they may have to spend, and vice versa. The Chinese OTE hit a considerably low
point in the year 1998, as it was a newly emerging outbound travel market back then.
This could primarily be due to the unstable economic situation that China was in at
that point in time, as stated by the historians keeping who analyzed the economic
conditions in China at the time (Zhang & Heung, 2002).

The trends and transform series of the selected variables that have been observed
in Figures 1 and 2. It can be observed that the CCI experiences a dramatic increase
after China took oath with the World Trade Organization (WTO), in the year
2001. However, at the same time, the OTE still shows a slow rising trend (Guo
et al., 2007). One of the factors influencing this slow rise could be the outbreak of
the Severe Acute Respiratory Syndrome (SARS) disease in the year 2002, which
caused a drop in the OTE, and the consumer trust was severely damaged.
According to (Ayob & Masron, 2014), concerns regarding the wellbeing and safety
contributed to the drop in the level of OTE at the time. Then, in the year 2004,
the stock market in China experienced a considerable level of instability. It was at
this time that the Shanghai and Shenzhen component indexes experienced a sharp
decline, thus causing the consumers to become cautious about how and where to
spend their money, ultimately faltering their confidence in the economic condi-
tions of the country. At the same time, the OTE remained at a low level as well.
Then, in the year 2013-2014, the OTE from China was observed to be more prom-
inent and evident.

As the CCI experienced an increase, surpassing that of Germany and the United
States in terms of the OTE, it can be affirmed that it was perhaps catapulting to a
top position around the globe. Then in the year 2015, due to the economic

Figure 1. The trend of CCI and OTE.
Source: Author’s Estimation.
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uncertainity that was experienced on a global level, it was seen that China’s economic
development also started to decline. At the same time, the OTE was also showing a
declining trend, along with a low CCI. Both the CCI and the OTE during this time
period, were observed to decline which then continued towards the Sino-US trade
war in 2017–18. After this time period, the emergence of the novel Covid-19 virus
also shattered the consumer confidence, causing a tremendously dramatic decline in
the OTE in the year 2020 (G€ossling et al., 2020). The CCI and the OTE on the other
hand do not move at the same rate. That is to say that when the global financial cri-
sis began in the fall of the year 2008, and the global economy went into a recession-
ary phase, the CCI also fell rather quickly during this time period. However, because
there was so appreciation of the RMB during this time period, travelling outside of
China was a relatively inexpensive phenomenon, and at the same time, the OTE kept
on rising even amidst a global crisis (Li et al., 2010). Following this era, the economic
development was again hampered by the European debt crisis, which began in the
year 2010 (Hou et al., 2012), thus resulting in a slowdown of the CCI. The OTE
climbed up again the year 2011-2012, as the RMB experienced an appreciation. As a
result of these developments, the value of RMB might have affected the OTE, and its
eventual appreciation would have caused the OTE to incline.

The Table 1 presents a summary of the values and figures for the CCI and OTE.
Due to the element of positive skewness, the CCI and OTE both are observed to have
right-skewed distributions. The Jarque-Bera test demonstrates that the CCI and OTE
have non-normal distributions at a 1% significance level. In order to avoid any factor
of heteroscedasticity, the variables are transformed by using natural logarithms (Qin
et al., 2020; Su et al., 2020).

Figure 2. Transform series of variables.
Source: Author’s Estimation.
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4. Empirical results

In order to assess the factor of stability of the CCI and OTE, we have resorted to the
use various tests, such as the Augmented Dickey-Fuller test (Dickey & Fuller, 1981),
the Phillips-Perron test (Phillips & Perron, 1988), and the Kwiatkowski-Phillips-
Schmidt-Shin (Kwiatkowski et al., 1992). The results of these extensive tests have
been shown in Table 2, where it is evident that the four variables after the first differ-
encing are deemed to be stable under the ADF, PP, and KPSS tests, and they are
also I(1).

As a result of these developments, we have established the VAR model by taking
into account the first – order difference of all the variables and performing the
Granger causality test in accordance. The above mentioned VAR model has been
referred to in order to investigate, as well as analyze the causal relationships that exist
between the variables under consideration, which are CCI and OTE. The optimal lag
length of the two variables, according to SIC, is affirmed to be at a value of 4.
Moreover, the null hypothesis which states that CCI does not Granger cause OTE,
cannot be rejected at a 10% significant level, as also evident in Table 3. Due to these
results, we can conclude that there is no Granger causality present from CCI to OTE,
which refutes the previous research that has been carried out in this regard (Dogru,
2016; Su et al., 2022).

Table 1. Descriptive statistics for CCI and OTE.
CCI OTE

Mean 109.579 239.300
Median 109.350 113.040
Maximum 126.600 749.240
Minimum 97.000 14.180
Standard Deviation 6.724 243.517
Skewness 0.604 0.887
Kurtosis 2.928 2.213
Jarque-Bera 5.622 14.369���
Note: ��� represents significance at 1% level.
Source: Author’s Estimation.

Table 2. Unit root tests.
ADF PP KPSS

Level CCI �1.911(1) �1.845[7] 0.223[6]
OTE �1.918(1) �1.818[8] 1.199[7]

First difference CCI �8.377(1) ��� �9.991[15] ��� 0.175[15]
OTE �3.444(1) ��� �14.079[1] ��� 0.303[10]

Note: ��� signifies significance at 1% level.
ADF: Augmented Dickey-Fuller, PP: Phillips-Perron, KPSS: Kwiatkowski-Phillips-Schmidt-Shin.
Source: Author’s Estimation.

Table 3. Full-sample Granger causality tests.

Tests

H0: CCI does not Granger cause OTE H0: OTE does not Granger cause CCI

Statistics p-values Statistics p-values

RB Bootstrap LR Test 2.715 0.220 1.791 0.731

Notes: p-values is calculated from 10,00 bootstrap repetitions.
Source: Author’s Estimation.

ECONOMIC RESEARCH-EKONOMSKA ISTRAŽIVANJA 11



Moving on, we can also observe that the entire sample is presumed to have a lack
of structural changes in the time series, and also the casual linkages between the two
variables is such that is consistent and stationary over the entire time period that has
been taken into consideration (Balcilar et al., 2010). However though, when the struc-
tural breaks do experience an exit in the series, the level of causality between the CCI
and the OTE is not consistent and reliable anymore. The parameter stability test can
be used to govern the constancy of time series data. Therefore, as mentioned before,
we resort to the use of the Sup-F, Ave-F, Exp-F, and L c tests in order to ensure par-
ameter stability. According to Table 4, the null hypothesis of the parameter constancy
is thus rejected for CCI significance level of 1% for the Sup-F and Exp-F tests, and at
a 5% level of significance for the Ave-F tests. Moreover, the null hypothesis is also
overruled and rejected at a 1% significance level for CCI when using the Sup-F, Ave-
F, and Exp-F tests. Thus, as a result, the time series of the CCI and OTE can be
therefore be deemed to be non-constant in nature. Furthermore, the significant Lc
statistics show that the time series in the VAR model are unstable in nature. As a
result, we can conclude that the full-sample causality test is unreliable due to the
structural changes and the non-constant parameters.

When taking into account the structural changes, quantile-on-quantile approach
aids in the establishment of a reliable bidirectional causal relationship between CCI
and OTE. The values observed on the z-axis capture the effect of the nth quantile
of CCI (OTE), on the nth quantile of OTE (CCI), at varying scaling coefficients.
Figure 3a shows that CCI’s strong positive effect on OTE is found in the upper quan-
tiles. The positive effects are consistent with those that were keenly observed by
Gholipour and Tajaddini (2018) and Gholipour et al. (2022).

Figure 3b shows that OTE’s does not induce CCI is most of the quantiles.
Moreover, the changes observed in the OTE are not entirely able to give a plausible
explanation for the way the CCI is moving, thus implying that the alterations in the
outbound tourist expenditure have a negligible impact on the consumers’ expectations
for the economic conditions in the future. This realization is in accordance with the
observations shared by Heim (2010), who was of the view that private consumption
tends to have a negligible impact on the consumer confidence.

This study also uses the quantile-based Granger causality approach to ensure
robustness to assess the causation between the variables. This technique enables us
to analyze data for causality measures evaluated on multiple quantiles. Tables 5
describe the findings of the joint significance test in this respect. According to the
test, the non-causal association is rejected by most of the quantiles [0.05� 0.95,

Table 4. The parameter stability test.

Tests

CCI OTE VAR system

Statistics p-value Statistics p-value Statistics p-value

Sup-F 40.842��� 0.000 42.644��� 0.000 27.567��� 0.003
Ave-F 8.078�� 0.012 12.429��� 0.000 11.428�� 0.024
Exp-F 16.296��� 0.000 17.244��� 0.000 10.995��� 0.002
Lc 1.511�� 0.031

Notes: p-values is calculated from 10,00 bootstrap repetitions.���and �� represent significance at 1% and 5% levels, respectively.
Source: Author’s Estimation.
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0.60� 0.80, 0.80� 0.95], demonstrating that one way relationship between CCI
and OTE.

5. Discussion

The results of the study show us that the positive effects that CCI exerts on the OTE
reflect that the consumer confidence in China is capable of acting as a catalyst for the
outbound tourist expenditure. Data shows that after quite an unstable period in time,

Figure 3. (a): Q-Q estimates (CCI and OTE); (b): Q-Q estimates (CCI and OTE).
Source: Author’s Estimation.
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the stock market in China experienced a sharp rise since the first half of the year
2005. Moreover, Since January 2006, it has been witnessing an astonishingly positive
bull market as well. It is widely believed that the bull stock market tends to seep in
the element of consumer confidence in the economy and the income levels of the
consumers (Chen, 2012). Therefore, during such a situation where the consumer con-
fidence is high, households usually tend to possesses more disposable income, and at
the same time spend more as well that too on luxury items as well as services such as
the outbound tourism (Gholipour & Tajaddini, 2018).

In the year 2010, the Chinese outbound tourism was still continuing to experience
growth, and the OTE was also at a position that would be considered to be at an all-
time high. Now, because both CCI and OTE experienced a rise in the time period
pertaining to 2010:Q1 to 2010:Q2, the positive relationship between the CCI and
OTE can be recognized. Due to the stability in the economic growth, as well as the
efficacious execution of the supply-side structural reforms in the year 2016, the con-
sumers from China became increasingly confident regarding the macroeconomic situ-
ation that they came face to face with, back in the year 2016 (Khan et al., 2021). Due
to the fact that the GDP has been high, the disposable income per Chinese resident
has reached till 23,800 yuan, which is a staggering 6.3 percent from the preceding
year. In addition to this, the CCI also increased by a significant amount between the
time periods pertaining to 2016:Q2 and 2016:Q4, primarily because of the positive
and favorable macroeconomic as well as personal financing conditions of the con-
sumers. Typically, when the CCI is on the higher side, households will tend to recon-
sider and re-evaluate their disposable incomes and at the same time increase their
spending on luxury items and services, which includes the need for tourist activities.
As a result, an increase in the OTE, as propagated by Dragouni et al. (2016). In the
year 2016, the OTE coming from China experienced a sharp and significant decline.
The value reached to a staggering 109.8 USD, which was a 5.1 percent increase as
compared to the previous year. In the year 2019, the total GDP coming from China
was still considered to be the highest in the world, with the GDP per capita reaching
to a staggering 71,000 Yuan. In addition to this, the stable macroeconomic environ-
ment paired with the encouraging financials also remained unchanged and unhinged.
At the same time, the CCI also remained at a high level during this time. With
regards to this, according to Gholipour et al. (2022), the Chinese consumers are such
that they are usually willing to travel abroad when they feel optimistic about the
economy of their country. In the year 2019, China experienced the highest number of
outbound tourists, with the highest outbound tourism expenditure in the world.

Table 5. Quantile causality test: CCI and OTE.
Quantile interval lag Order CCI 6¼OTE lag Order OTE 6¼ CCI

[0.05� 0.95] 1 11.638��� 1 5.661
[0.05� 0.20] 1 1.093 1 0.190
[0.20� 0.40] 1 2.220 1 4.174
[0.40� 0.60] 1 1.231 1 3.608
[0.60� 0.80] 1 8.568��� 1 4.875
[0.80� 0.95] 1 11.895��� 1 5.786

Note: ��� shows the significance level at 1 percent.
Source: Author’s Estimation.
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Meanwhile, the results of OTE on CCI is also noteworthy that the confidence of
the Chinese consumers varies, and mostly depends upon several factors. This includes
the expectations regarding the present economic situation, the economic prospects,
the level of income, and the expectation (Xie et al., 2021). Records and studies also
tell us that after the global financial crisis, China’s consumer confidence continued to
remain strong and resilient, a phenomenon that was mostly true due to the increase
in the wages, along with a low level of unemployment (Zipser et al., 2016). As a result
of these intricacies, we may affirm in the conclusion that a shift in the level of out-
bound tourism spending in China tends to have a little effect on the individuals’ con-
sumer confidence, and hence, CCI is linked to the macroeconomic climate and a
private financial situation. After analyzing the results, it can be concluded that the
entire sample result accept the model hypothesis, as well as the earlier investigations
in this regard (Gholipour et al., 2022;; Su et al., 2022). It makes logical sense to
explain that when the parameters are not constant in nature, the bidirectional quan-
tile-on-quantile approach is effective, as observed by the study of causality between
the variables CCI and OTE.

6. Conclusion, policy implication and future research

For the purpose of this research, the study used the bootstrap full-sample causality
test, parameter stability test, and quantile-on-quantile approach test so as to examine
the relationship between CCI and OTE. Second, to ensure the robustness of the
results, we have employed the quantile-based granger causality to investigate the
causal relationship in quantile between CCI on the OTE. The result of full sample
causality show that there is in no link between the CCI and OTE. Due to the realiza-
tion that this result might be deemed to be unreliable and unstable because of the
structural changes have been taken into account. Moving on, the quantile-on-quantile
approach reveals that a positive trend from CCI to OTE. Therefore, we can come to
a conclusion that the CCI is the main driver that stands sturdy behind the concept of
outbound travel. That is to say that when the CCI is at a high level, consumers will
raise their spending on outbound travel, and vice versa. Moreover, the conclusion is
deemed to be generally consistent with the gravity model, which suggests that the
CCI and OTE change in a lockstep. However, during the times where the economy
has been under financial distress, the CCI and OTE have had a negative link with
each other, primarily because a lower value of the CCI is unable to lead to a decline
in the outbound tourism spending as the RMB has appreciated during such times.
On the other hand, the empirical ultimatum of the result shows that the OTE has no
effect on the CCI, which essentially means that the changes experienced in the out-
ward tourism expenditure tend to have no impact on the consumer confidence.
Moreover, the consumer confidence is not entirely influenced by the private con-
sumption of the consumers, as it is a perspective of the future microeconomic envir-
onment and the financial conditions that are being faced at the time. It is noteworthy
that is a foreign tourism administration, authority or market wants to gain some
financial strength from a Chinese tourist, they should thoroughly study the relation-
ship between CCI and OTE, particularly in China.

ECONOMIC RESEARCH-EKONOMSKA ISTRAŽIVANJA 15



To begin with, when the development and the implementation of a targeted tourist
policy is underway, especially for Chinese consumers, the consumer confidence in the
macroeconomic scenario, and the financial standing should be a factor that must be
taken into consideration. In more specific terms, during the times when the CCI is
high, the government can extend its support for the protection and promotion of
tourism, and at the same time create a unique travel plan for Chinese tourism.
Secondly, during the times when the CCI is high, foreign markets can also chalk out
specific and targeted marketed strategies for goods and services that are specifically
aimed towards the travel interests of Chinese tourists. These essentially include
encouraging entertainment and various shopping related activities. This also has cer-
tain consequences for Chinese travel agencies which deal with outbound tourism, spe-
cifically in terms of planning international holiday packages. That is to say that when
there is a high level of CCI in China, these agencies may create appealing and exclu-
sive travel packages for Chinese consumers only.

This study’s findings need to be interpreted in the context of its limitations. For
the purposes of this analysis, we solely employ macro (or country-level) datasets,
which often do not include controls for individual variables. Using survey data
acquired from individual visitors, it may be possible to investigate the link between
the consumer confidence and outgoing tourism expenditures in future study. Aside
from that, due to a lack of solid data, the econometric model only incorporated a
restricted number of variables. Market research components, political considerations,
especially health policy, which is a significant influencer of tourism demand, were
excluded from the model. Researchers are invited to replicate the study in the future,
assuming that a complete data collection spanning a greater number of nations
becomes accessible. This will allow them to get a deeper knowledge of the factors
that influence outbound tourism.
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