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: The High influenc of foreign exchange fluctuations on the tourism sector and
: different levels of tourism development in provinces of Iran makes distinct the
: impacts of tourism on the economic growth of the provinces Towards each

: other. Studying this issue in terms of determining the effects of tourism
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Regime-Switching on the economic growth of provinces will improve the

: perspective of regional planners. Therefore, this study investigates the
: hypothesis of economic growth based on tourism and Regime-Switching
: Effects of tourism on regional growth of four of most great tourist-friendly

: provinces (Isfahan, Khorasan Razavi, Fars and Gilan). In order to, by applying
: nonlinear techniques, it was reviewed that whether tourism activity leads — in
: the long run — to economic growth, or, economic growth leads to tourism
: growth. For this purpose, the validity of the hypothesis of nonlinear
: relationship between tourism and economic growth using smooth transition

: autoregressive model (STAR) was investigated. Also, Granger causality has
¢ been used to investigate the research hypothesis in period 2008-2017. The
¢ results have confirmed the non-linear effects between tourism and economic
: growth, so that inter-provincial results showing distinct behavior and different
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: effects. The results showed that tourism has no effect on value of regional
¢ product for provinces of Isfahan and Fars. Moreover, the linearity of this
: relation is rejected for provinces of Khorasan Razavi and Gilan; and tourism
: has a great effect on value of gross domestic product these provinces. The

: nonlinearity Granger causality tests confirm in all cases the causality from
¢ value of gross domestic product to tourism. Therefore, value of gross domestic
. product has considerable effect on tourism in all provinces of Isfahan,
: Khorasan Razavi, Fars and Gilan. So, it can be advised that it was tried by
" improving economic growth for tourism development. Also, economic

decision-makers in a dynamic non-linear relationship between tourism and
economic growth to the threshold level of the potential benefits of tourism
should be considered in future planning.
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Extended Abstract

Introduction
One of the important factors in achieving

sustainable economic growth and development
is the attention to the tourism sector, which is
the most important policy goal in attracting
domestic and foreign tourists. Considering the
importance of the Iran economy's dependence
on foreign exchange earnings from crude oil
and its products, the role of tourism
development in reducing this dependency and
its position in the country's economic
development plans is very important.
Therefore, examining the impact of tourism on
economic growth, especially in the regional
economies, is important for different countries.
In this regard, due to the wide impact of
currency fluctuations on tourism sector and
different levels of tourism development in
different provinces of Iran, it makes distinct
the effects of tourism on provincial economic
growth. Studying this issue in terms of
determining the effects of tourism Regime-
Switching on the economic growth of
provinces will improve the perspective of
regional planners. Therefore, this study
investigates the hypothesis of economic
growth based on tourism and Regime-
Switching Effects of tourism on regional
growth of four of greatest tourist-friendly
provinces (Isfahan, Khorasan Razavi, Fars and
Gilan).

Methodology:

In this study, the purpose of tourism Regime-
Switching is changes from linear to nonlinear,
and the effects of this changes will be
analyzed. For this purpose, the validity of the
hypothesis of nonlinear relationship between
tourism and economic growth using smooth
transition autoregressive model (STAR) was
investigated. To identify the nonlinear model,
we use a framework developed by Terasvirta
(1994). Also, Granger causality has been used
to investigate the research hypothesis in period
2008-2017. One of the simple and reliable
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methods for finding the roots of nonlinear
equations is the Grid Search method, which
we do here is similar to the study of Awokuse
& Christopoulos (2009). The Data required in
this study includes the GDP per million rial for
the target provinces (Isfahan, Khorasan
Razavi, Fars and Gilan) and the number of
tourism trips in these provinces, which were
obtained from the Iranian Statistical Center.

Findings:

Linear causality "from tourism to production”
and "from production to tourism™ were studied
separately. The results show that the linear
relationship "from tourism to production™ is
rejected for all four targeted provinces.
Regarding the linear relation "from production
to tourism"”, the results show that this
relationship is not rejected for Khorasan
Razavi and Isfahan provinces but for Fars and
Guilan provinces the linear relation "from
production to tourism™ is rejected. Overall, it
can be said that the results of the study
confirm the nonlinear effects of tourism and
economic growth, so that inter-provincial
results showing distinct behavior and different
effects. The results of survey linear relation
and nonlinear relation showed that tourism has
no effect on value of regional product for
provinces of Isfahan and Fars. Moreover, the
linearity of this relation is rejected for
provinces of Khorasan Razavi and Gilan; and
tourism has a great effect on value of gross
domestic product these provinces. The
nonlinearity Granger causality tests confirm in
all cases the causality from value of gross
domestic product to tourism. Therefore, value
of gross domestic product has considerable
effect on tourism in all provinces of Isfahan,
Khorasan Razavi, Fars and Gilan

Conclusion:
Based on the results of the research, it can be
analyzed that:
The absence of a linear relationship from
tourism to regional GDP in the provinces that
are the greatest tourist-friendly provinces in
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the Iran can be due to two factors: First, the
form of the relationship may not be correct
and the linear relationship must be changed to
a nonlinear relationship. Second, in provinces
where are not the final destination for travel
and the overnight stays is low (generally,
central provinces or border small provinces),
tourism is not a significant factor in regional
development (increasing regional GDP).
Khorasan Razavi and Isfahan provinces are
highest ranking of provinces with foreign
tourist attraction, respectively, due to the
fluctuations in foreign tourist arrivals during
the years studied (mainly due to political
events), in fact linear models cannot represent
tourism  behavior in these provinces.
Khorasan Razavi province have higher length
of stay than other provinces and on the other
hand, due to the geographical extent of this
province and the higher person-overnight stays
than other provinces, tourism density is higher.
It also has the highest tourism infrastructure in
the entire Iran provinces, which can be
attributed to the linear link between production
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and tourism. The same argument, albeit less
strongly, is also applicable to the Isfahan
province to confirm the linear link from
production to tourism.

By changing the linear situation to the
nonlinear situation, there is a causal
relationship between tourism and economic
growth in Khorasan Razavi and Gilan
provinces. In contrast, for the other two
provinces this situation is not due to the high
share of tourism in the two provinces and the
high persistence of tourism in these provinces.
The higher length of stay of these two
provinces is important because the peak
periods of tourism in these provinces are not
limited to a specific season or a few specific
days of the year and tourism has a wider
distribution throughout the year.
In sum, it is worth noting that economic
decision-makers in a dynamic non-linear
relationship between tourism and economic
growth to the threshold level of the potential
benefits of tourism should be considered in
future planning.
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