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Abstract. Tourism has a very important role in encouraging and accelerating a
nation’s economic development. Output of goods and services can increase due
to tourism activities that can create investment demand and consumption
demand. It eventually results in a rise in the output of goods and services in
Indonesia (GDP) through variables such as room occupancy rate, government
spending in the tourism sector, tourism sector workforce, number of tourists and
expenditure made by tourist. This study uses secondary data for 12 years (2011-
2022) acquired from Bureau Statistics Agency (BPS) and the Ministry of
Tourism and Creative Economy (Kemenparekraf). Using Eviews 12 software,
the data analysis method employs multiple linier regression analysis. The
analyses conducted resulted in 1) economic growth in Indonesia is influenced by
room occupancy rates. 2) government investment in the travel and tourism
industry has a detrimental and substantial influence on the economic expansion
of Indonesia. 3) the tourism sector workforce has a positive and substantial
influence on the economic expansion of Indonesia. 4) The quantity of visitors has
a significant and favorable impact on Indonesia's economic growth. 5) spending
by tourists significantly and favorably impacts Indonesia’s economic expansion.
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1 Introduction

The country’s foreigns exchange earnings, employment growth and equality, regional
development, people’s welfare and prosperyti, national culture and national identity
preservation, international frienship, patriotism and environmental function and quality
are all reasons why tourism is still being developed and improved. The way a nations’s
economic wheels turn is greatly impacted by tourism, so that tourism can be used as a
solution in increasing economic development by the government [1].

Due to its extensive supply chain, the tourism industry creates a lot of work
opportunities for the local population, which in turn raises people’s incomes through
the selling of goods and services. The more tourists who come, the more foreign
exchange will be received and in the end will encourage the development of other
tourist facilities and infrastructure [2]

Three distinct generations have contributed to the evolution of global tourist
policy, namely 1) the paradigm of mass tourism policy. The goal of this generation is
to attract as many tourists as possible. Reaching the maximum revenue and
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employment growth in the tourism industry, 2) the social welfare model for tourism
policy. This time frame started in the 1970 when global economic crices struck,
resulting in both a protracted regession and erratic economic expansion. The effects of
tourism on society, the economy and the environment have started to become
apparent during this time and the emphasis on economic expansion gas started to
reshape the industry. Tourism’s function has started to change from promoting
economic growth to advancing social wellbeing and 3) the integrated tourist policy
paradigm (holistic). During this time, it is becoming increasingly clear that the
competitive aspect is crucial to the travel and tourism sector. In order to promote
mutually beneficial interactionns between sectors

Indonesia has a variety of tourist destinations because of the characteristics of
Indonesia's territory as an archipelagic country where each region has different
natural, cultural, historical and culinary tourism between regions. This makes
Indonesia a tourist destination for tourists with a very varied choice of tourist
destinations. [3] gives an idea that tourism is an industry that has an influence on the
economy and increases economic expansion through tourism contribution.

Considering the information gathered from BPS, Indonesia experiences an increase
in economic growth every year from GDP data but only in 2020 there is a decrease of
-2.07%. This is due to the impact of covid-19 which weakens the global economy.
However, in 2021 there was an increase of 3.7% to 5.31% in 2022. The room
occupancy rate also experienced the same thing, namely a decrease in 2020 by
34.19% and in 2021 an increase of 3.71%. Government spending data in the tourism
sector has fluctuated, even during 2018-2022 it tends to decrease. The decrease in
government spending in the tourism sector from 2021 to 2022 reached 1,532.70
(billion rupiah), from 5,261.40 (billion rupiah) to 3,725.70 (billion rupiah). The
tourism sector workforce also decreased, the labor force was 16.12% in 2019 to
15.91% in 2020, but the tourism sector labor force increased to 16.22% in 2021. The
number of tourists also fluctuated, in 2019 it was 146,022,987 (thousand people),
decreased in 2020 to 19,409,333 (thousand people) and increased again in 2021 to
81,287,892 (thousand people) and in 2022 multiplied again to 100,268,386 (thousand
people). Tourist expenditure data actually decreased, in 2021 by 3,097,410 (US$) to
1,448,010 (US$) in 2022. This indicates that the increase in the number of tourists
does not correlate with the increase in tourist spending because it depends on the
purchasing power and shopping interest of tourists.

Economic growth is a measure of a region's economic health throughout a given
time period. The process of altering a region's ability to produce products and services
in order to improve its state over time is known as economic growth. Increasing
national income and per capita income through the supply and mobilization of
production factors is the aim of economic growth. The success of economic
development in people's lives is demonstrated by economic growth.. Tourism can
trigger economic growth because it is a key component of the economy in the service
sector. Tourism is expected to be a sector that continues to grow as humans become
more mobile and prosperous today [4]. As the number of visitors and their spending
increased, so did Indonesia's contribution to the tourism industry. The contribution of
tourist industries (GVATI) grew when considering the supply of tourism products,
indicating that Indonesia's tourism industry made an effort to meet demand [5].
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Room occupancy rates have an influence on tourism sector revenue on economic
growth. This is emphasized [6] which states that tourist visits and long stays in hotels
have a significant effect on tourism sector income and economic growth. This
statement is also supported [7] which concludes that the occupancy rate of lodging
has a significant and favorable correlation with economic growth in Java Province. [8]
stated that hotel room occupancy rates only have a substantial effect on economic
growth so that the government's attention is needed to optimize services in the
hospitality sector. [9] stated that the room occupancy rate partially had no effect on
economic growth but simultaneously the variables of the number of tourists,
attractiveness and room occupancy rate had a significant effect on economic growth
in Wakatobi Regency.

Capital expenditure is an expenditure made by the government for capital
formation that increases fixed assets/inventory that provides benefits for a period of
more than one period [10]. The capital expenditure in question is the government's
capital expenditure for tourism affairs which is spent through the budget for state
revenue and expenses and is one of the factors influencing economic growth in the
context of tourism and shows a significant level of influence [11]. Government
expenditure allocated to the tourism sector will obtain positive results both in the
short and long term so it must be an important part of the government's strategy for
tourism development [12].

The development of the tourism sector is able to absorb a large workforce. Tourism
development is able to add new jobs and business and employment opportunities that
will increase. The tourism sector is a sector that absorbs labor, involving people's
economic efforts and tourists [13]. Research conducted by [14] also states that labor
absorption and economic growth are influenced by the tourism sector. In contrast to
the statement made [15] that the number of workers in the tourism industry has an
adverse impact on Indonesia's economic expansion.

Tourists will carry out shopping activities so that it will cause direct demand for
goods and services (fourism final demand). [16] stated that there is a positive and
significant coefficient for tourist arrivals in both in the short and long terms but there
is a significant negative influence between tourism and stable long-term economic
growth. Efforts to support the increase in the number of tourists visiting are needed so
that tourism development that leads to an increase in order to boost local and regional
income, tourism's contribution to economic activity can generate jobs and business
prospects. [17]. The rise in both local and foreign visitor numbers reflects the growth
of the tourism industry. Prosperity and welfare for the local community can be
obtained from the arrival of tourists in their area [18]. [19] concluded that tourist
visits have a significant influence on economic growth in Bali. [20] Regional
economic growth in Sabang City is positively and significantly influenced jointly or
partially through the variable number of tourists. In line with research [21] that
tourism significantly and favorably impacts economic growth. However, [22] said
that there was no discernible and beneficial relationship between Central Java's
economic growth and the amount of visitors.

Tourist expenditure is a form of tourist consumption of goods and services to meet
their needs while carrying out tourist activities such as accommodation, food and
drink, transportation, souvenirs and so on. Every expenditure made by tourists will
encourage economic activities in the area visited by tourists in order for it to influence



Analysis of the Role of Tourism in Indonesia’s Economic Growth 7

economic growth in the area. Tourist expenditure is considered as a stimulus for
consumption obtained from tourists [23] so that there is an increase in production and
income that will increase economic growth [24].

2 Method

2.1 Data Types and Data Sources

¢, government spending in the tourism sector, tourism sector workforce, the number
of tourists and tourist expenditure and GDP data for 12 years (2011-2022) in
Indonesia. Data on room occupancy rates, government spending in the tourism sector,
the number of tourists and tourist expenditure as well as GDP data are obtained from
the Indonesian Central Statistics Agency (BPS) while labor data in the tourism sector
is obtained in tourism statistics and the creative economy (Kemenparekraf).

2.2 Collecting Data

This study uses a literature review method on a data collection method involving
tourism statistics in Indonesia and a review of related research findings.

2.3  Data Analysis

This research employs a quantitative methodology. This method clarifies how the
influence of room occupancy rates, government spending in the tourism sector,
tourism sector workforce, number of tourists and tourist spending on economic
growth in Indonesia. [25] that from the outset to the development of the research
design, the requirements for quantitative research are methodical, organized, and
well-structured. Additionally, [26] characterized quantitative research as any study
that necessitates the use of numerical data, from data collection and analysis to the
interpretation of analysis findings.

The technological process of analyzing data that has been gathered and
collated by software or manual computations is known as the data analysis method.
[27]. Often referred to as decision support systems (DSS), analysis techniques are one
type of decision-making assistance system. A model, approach, strategy, or procedure
used to make or support a decision is called a decision support system. Using the
eViews 12 statistical tool, multiple regression analysis was employed in this study's
data analysis. Variable Y is economic growth in Indonesia obtained from GDP data
while variable X1 is the room occupancy rate (ROR) and variable X2 is government
expenditure in the tourism sector (GE), X3 is the tourism sector workforce (WF),
variable X4 is the number of tourists (NT) and variable X is tourist expenditure (TE).
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3 Results and Discussion

3.1 Results and Discussion

4
Series: Residuals
Sample 2011 2022
3 Observations 12
Mean -4.62e-
Median 0.6079
2 Maximum 3.3597
Minimum -3.333¢
Stdl. Dev. 2.1961
1 Skewness 0.2767
Kurtosis 1.8762

Jarque-Bera 0.7844

Fig. 1. Normality Test Results

Based on the diagram above, it is known that the Probability value is 0.675536 >

0.05, so it can be concluded that the data has been distributed normally or passed the
normality test.

3.2  Multicollinearity Test Results

Table 1. Multicollinearity Results

Sample: 2011 2022
Included observations: 12

Coefficient Uncentered Centered
Variable Variance VIF VIF
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C 3632.583
X1 (ROR) 8.148254
X2 (GE) 2.06E-05
X3 (WF) 24.32357
X4 (NT) 4.70E-05
X5 (TE) 0.001679

4930.042
187.1706
223.2545
200.8365
233.2666
4542.151

NA

1.577937
1.104946
2.821067
1.360078
2.178451

Based on the table above, it is known that the VIF value of the room occupancy
rate variable (X1) is 1.577937, The government spending variable for the tourism
sector's VIF value (X2) is 1.104946, the VIF value of the labor variable (X3) is
2.821067, the VIF worth of the number of tourists variable (X4) is 1.260078 and the
VIF value of the tourist expenditure variable (X5) is 2.178451. The VIF value of each
independent variable < 10, then it is concluded that the multicollinarity test of
variables X1, X2, X3, X4 and X5 has been fulfilled or passed the multicollinearity

test.

3.3 3.3 Heteroscedasticity Test Results

Table 2. Heteroscedasticity Results

Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity

F-statistic 0.536190 Prob. F(5,6)

Prob. Chi-
Obs*R-squared 3.705975 Square(5)

Prob. Chi-
Scaled explainedSS 0.405937 Square(5)

0.74
46

0.59
25

0.99
52

Based on the heteroscedasticity results in table 2, The Probability Obs*R-squared
value is known to be 0.5925 > 0.05, so it can be concluded that the heteroscedasticity
test assumptions have been met or the data of heteroscedasticity test is successful.

3.4 Autocorrelation Test Results

Table 3. Autocorrelation Results

Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 2 lags
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F-statistic 0.494720 Prob. F(2,3) 0.6521
ProbChi-
Obs*R-squared 2.728163 Square(2) 0.2556

Based on the table above, it is known that the probability value of the room
occupancy rate variable (X1), government expenditure variable (X2), labor variable
(X3), tourist number variable (X4) and tourist expenditure variable (X5) has a value
0f 0.2556 > 0.05, so the data has passed the autocorrelation test, it may be said..

3.5 Multiple Linear Regression Analysis

An technique known as multiple regression expands the number of free variables
from one to two or more. To ascertain the direction and impact of the independent
variable on the bound variable, multiple linear regression analysis was conducted.
[28]. Multiple linear regression analysis aims to predict the value of the dependent
variable when the value of the independent variable is known.

Table 4. Multiple Linear Regression Analysis

Sample: 2011 2022

Included observations: 12

Variable Coefficient Std. Error t-Statistic Prob.

C 3396.220 60.27091 56.34924 0.0000
X1 12.13664 2.854515 4.251735 0.0054
X2 -0.010927 0.004534 2.409763 0.0526
X3 36.23584 4.931893 7.347248 0.0003
X4 0.014810 0.006853 2.160948 0.0740
X5 0.103822 0.040971 2.534028 0.0444

LnY =3396 +12.14 LnX1 - 0.01 LnX2 + 36.24 LnX3 + 0.01 LnX4 + 0.10 LnX;

The interpretation of the above equation is 1) if all independent variables are of
constant value, then Indonesia's economic growth will positively increase by 3396%.
2) If the room occupancy rate increases by 1%, then economic growth increases by
12.14%. 3) If government spending in the tourism sector increases by 1%, then
economic growth decreases by 0.01%. 4) if the tourism workforce increases by 1%,
then economic growth will increase by 36.24%. 5) If the variable The number of



Analysis of the Role of Tourism in Indonesia’s Economic Growth 11

visitors rises by 1%, then Indonesia's economic growth will increase by 0.01%. 6) If
the variable of tourist expenditure increases by 1%, then economic growth will
increase by 0.10%.

The effect of room occupancy rate on Indonesia's economic expansion.

Considering the multiple linear regression analysis carried out, It was determined
that Indonesia's economic growth is positively and significantly impacted by the room
occupancy rate.. The increase in room occupancy will lead to an increase in taxes and
hotel revenues which will increase regional revenues. Indonesia's economic growth
will increase through regional revenues from hotel taxes. This research corroborates
[29] [30] [31] [32] also states that room occupancy rates have a major and favorable
impact on economic expansion.

The effect of government spending on Indonesia's tourism industry and
economic growth.

The outcomes of the analysis of multiple linear regression is located that
government spending in the tourism sector has a negative and have a major impact on
Indonesia's economic expansion. This suggests that Indonesia's economic growth will
be slower the more money the government spends on the travel and tourist industry.
The findings of this investigation contradict Keynes' theory which states that
government spending will have an impact on the domestic economy. Government
expenditure in the tourism sector is the smallest compared to other sectors. During the
period 2011-2022, there was a fluctuating government expenditure in the tourism
sector. This explains why spending in the tourism sector hasn't been able to boost
Indonesia's economic growth. The results of this study are consistent with previous
research [33] that government spending has a negative impact on economic growth
both in the long and short term. [34] Government spending is high but economic
growth is still small. It is different [35] that government spending in the tourism
sector has a positive effect on economic growth. It is necessary to increase the
allocation of government expenditure budget in the tourism sector to increase
sustainable economic growth [36].

The influence of labor on the economic growth of Indonesia.

The labor force has a favorable and significant impact on Indonesia's economic
growth, according to the findings of multiple linear regression analysis. Tourism
activities will encourage the community to take advantage of business and
employment opportunities, such as lodging businesses, restaurants, trade,
transportation and services. The use of these business and work opportunities will
increase people's income so that People have more money to spend. The public's
considerable purchasing power will have an impact on economic expansion. The
tourism sector is a sector that is ready to absorb labor because tourism can create new
jobs around tourist destinations [37]. This statement is emphasized by [38] which
states that labor absorption and economic growth have a positive impact from tourism
activities.
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The effect of the number of tourists on Indonesia's economic expansion .

Taking into account the multiple regression analysis findings, it was determined
that the quantity of visitors has a positive but not have a major impact on Indonesia's
economic expansion. Indonesian tourists dominate tourism in Indonesia, where the
characteristics of Indonesian tourists tend to travel close to where they live and the
tourist time used is faster so that there is no need to do expensive lodging. In addition,
many Indonesian tourists do not shop for their needs but have been prepared before
going on a tourist trip. This research is in line with [39] It claims that economic
growth is not significantly impacted by the amount of touristsc. Other studies in line
with this study were conducted [40], It claimed that the quantity of visitors had a
minor but favorable impact on economic growth.

The effect of tourist spending on Indonesia's economic expansion.

Based on the findings of multiple regression analysis, it was shown that tourism
spending significantly and favorably affects Indonesia's economic growth. This study
aligns with previous studies [41] tourist spending has a substantial and favorable
impact on economic growth.. Tourist expenditure determines the level of tourism
income, so that the higher tourist expenditure will increase tourism income which is
able to encourage economic growth [42].

4 Conclusion

Tourism has an important role in economic growth in Indonesia. 1) The room
occupancy rate is favorable and significantly influences Indonesia's economic
growth.. 2) Government expenditure has a negative and substantial impact on
Indonesia's economic expansion. 3) Labor is beneficial and significantly influences
Indonesia's economic growth. 4) the number of tourists has a positive and not
substantial impact on Indonesia's economic expansion.. 5) Spending by tourists is
beneficial and significantly influences Indonesia's economic growth.
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