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Received: 2025-01-10 Tourism lies at the very bedrock of human civilization, and tourism is no longer
Revised: 2025-02-04 a means to merely satiate one basic needs, as it fulfilled needs for water, fodder,
Accepted: 2025-04-10 food etc, to human beings and accompanying pets in ancient times. Nowadays,

it is being presented as a well-crafted product. Nonetheless tourism as a product
is quite different when compared to factory outlets. This paper is an attempt to
develop a mathematical model. It introduces a measure of tourism susceptibility
x, and how tourism as a product is carved out of integrating various services,
viz. travel, accommodation, fitness, culture, adventurism, health, ecotourism,
pilgrimage sites etc. Through this model, stages of growth of tourism and all its
integrands could be efficiently and effectively managed, risk could be
minimized, and the welfare of hosts could be assured. It analyses the saturation
point, i.e.,, the maximum growth of tourism until physical carrying capacity is
achieved. It estimates that the velocity of money, shows that it increases as
tourism grows, provided ample physical infrastructure to support it at the
destination is easily available. Expression for Seigniorage revenue out of
tourism is being established; this model also predicts that tourism gain could be
realized and sustained through a monetary feedback mechanism responsive to
coupling effects and sustainable development of the natural environment.
Keywords: Tourism susceptibility, Tourism development model, Carrying
capacity, Seigniorage revenue, Sustainable tourism

INTRODUCTION

During the prehistoric age, when human beings were leading a nomadic life, they initially
practiced hunting and gathering, and the cultivation of crops enforced a settled human life.
However, during the primitive phase of agriculture, humans practiced shifting cultivation of crops,
i.e., slashed and burned a patch of forest cultivated crops of their needs until the land turned
infertile, the yield of these crops hardly fulfilled their basic needs, so he struggled for his existence,
over time human excelled in cultivation, now he could produce beyond his needs, diversification in
his choices underwent, barter system of exchanging goods came into existence, now he could create
and store some material wealth, God and religion emerged as society became complex, the fact that
religion was not divinely or supernaturally inspired and was, in fact, a product of society
(Durkheim, 1982). Growth in religious ritual up Some religious faiths propounded that touring and
charity are a must for salvation, e.g., Muslims visit Mecca and Medina, Hindus visit Char Dhams,
Christians visit Jerusalem etc. for their salvation. Therefore, pilgrimage tourism was the only
prominent form of tourism apart from travel for conquests. As of today, pilgrimage tourism is one
of the largest forms of tourism being performed on the globe. The tourism industry, as of now, is not
a standalone industry. Rather, it is a confederation of industries viz (Widiatmoko et al., 2023). the
travel industry, hotel industry, food, finance, spiritual services providing temples, mosques,
churches etc., recreation industry, parks ecosystem, health, hospitality, hospitals, sightseeing,
handicrafts, toys, leisure and luxury, geographic expeditions, business expeditions etc. Before the
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invention of currency, people exchanged human labor or some goods for other goods during
entourage to pay homage.

When inhabitants of one country became more dependent on those of another, and they
imported what they needed and exported what they had too much of, money necessarily came into
use (Kinley, 2003); it is the invention of money that made travel and tourism easier and diversified.
Money, not merely eased exchange but also became an instrument of parking wealth. In the absence

of diverse choices, free money is being parked; the equation of exchange V = ;—T, where V is the
1

velocity of the money, implies V would decrease because the real value of transactions T decreases,

decrease in T would weaken the supply over time resulting in into stabilizing price level, therefore

V would decrease as free money M; with peoples remains constant. Since most forms of tourism are

intended to satisfy higher needs of love and belongingness, self-esteem, and self-actualization needs

apart from essential needs, viz. biological and physical needs (Maslow, 1943). So huge quantum of
tourist expenditures is on satisfying love and belongingness, self-esteem and self-actualization
needs. Expenditures on aforementioned higher needs lower his overall parked free money because
this expenditure is beyond the expenditures on satisfying essential needs of biological and physical
needs, irrespective of whether he makes a tour or not. Consequently, T increases. When the supply
of essential commodities at the destination place matches with demand, price level P remains
constant. Therefore, V increases provided M; remains constant. In case a huge quantity of money
arrives from abroad, M; will increase Canto (2018), leading to disruption of the equation of
exchange. So, in the absence of tourism and growth, the economy is being slashed. However, there
are too many tourists at a destination with poor supply side of essential goods and services. In that

case, it will result in inflation because too much money is chasing a few goods and services in a

reverse situation when few tourists reach to destination and the supply side is strong, then deflation

takes place (Sharpley & Telfer, 2014). in such a situation, the price level P would change, making it
difficult to ascertain V and real change in revenue.

This paper will investigate, how tourism affects reducing parking of free money, velocity of
money, and revenue accrued. This paper will investigate and develop a mathematical model of
tourism growth, saturation and its impact on the velocity of money, and find ways to optimize
seigniorage revenue.

Some findings about the tourism industry:

1. Tourism is mostly based on satisfying higher needs apart from consumption for survival.

2. Religious faiths are the biggest contributor to sustained tourism, i.e., pilgrimage. However, it is
not easy to separate pilgrimage from leisure and holiday tours (Griffin & Raj, 2017).

3. Asia and the Pacific are considered the regions of the world with the greatest number of pilgrims
and travelers for religious events, for both international and domestic tourism. According to
UNESCO, 60% of the world population practices a religion, and these believers form the
demographic base for pilgrimage tourism. Approximately 600 million national and international
religious and spiritual pilgrimages take tours each year in the world, of which 40 % take place
in Europe and about 50% in Asia (UNWTO, 2012).

4. Growth in the number of tourists at a destination increases the inflow of finances and boosts
infrastructure.

5. Boost in infrastructure, leisure and luxury amenities at a tourist site increases tourist visits to a
destination. Representing 14.47 percent of the world's population, advanced economies receive
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65 percent of world tourism earnings and create 60.22 percent of world tourism spending (UN
WTO, 2010).

Wherever pilgrimage, site seeing, ecotourism, etc. are seasonal, during peak season huge influx
of money overweighs supply, resulting in inflation, and during lean seasons, there is too much
supply for few visitors, so prices of perishable decline, putting locals in jeopardy (Sharpley &
Telfer, 2014).

If local industries are not in mutualism with tourism, they get destroyed in lean seasons, putting
locals in jeopardy (Gal et al., 2010).

Despite ample attraction and robust supply side, tourism also depends on the exchange rate of
currency, inflation, security at the destination, govt. Taxation policy, visa policy, and overall
peace and stability in the region (Sharpley & Telfer, 2014). For example, tourism in the Indian
state of Jammu and Kashmir has declined since the growth of militancy in the 1990s. Tourists
from developed countries prefer to travel to developing countries, and Indians prefer to go to
Nepal, Indonesia etc., due to the favorable exchange rates. However, Indians do not prefer to
travel to Pakistan despite the favorable exchange rate due to security and visa-related issues.

In convergence theory, tourism is seen as bringing the different economic growth rates in the
developed and less developed areas close together. Here, tourism which is directed towards less
developed countries or peripheral regions rich in tourist attractions (natural or social and
cultural), leads to redistribution of national income to benefit the host destination. As per this
theory, tourism redistributes development away from the city center towards regions that have
been less developed (Williams & Shaw, 1988).

Tourism directly or indirectly provides up to 6-9 % of global employment (UNWTO, 2011).
Environmental goods which have no valuation earlier are valuated with the development of
tourism.

During the first development stage of tourism, also known as Butler's exploration stage Butler
(1980), development is spontaneous neither supported by a tourism development policy or
intensive capital investment. At this stage average capital-output ratio of the tourism sector is
nearly zero, well below the national average.

In the second developmental stage number of visitors increases, the tourism business expands,
and it is politically supported with investment in infrastructure and superstructure. Due to the
time lag between invested input and generated output out of tourism, in this phase capital-
output ratio sometimes exceeds the overall economy's average, resulting in slow economic
growth.

At the third stage of tourism development average tourism capital-output ratio falls. These falls
occur due to the benefit of past investment in infrastructure- superstructure being realized,
encouraging higher levels of tourism consumption, and contributing to economic growth (Word
Bank, 1991).

Finance interactively influences tourism, and there exists coupling coordination between finance
and tourism (Liao et al., 2018).

The coupling degree between the tourism economy and the ecological environment in inner
Mongolia has changed from mild in 2012 to medium coupling, despite the lower developing
level of the tourism economy vis-a-vis the ecological environment (Liu, 2019).

In the case of the huge influx of money from abroad, the velocity of money has three degrees of
freedom due to uncontrolled change in P, T and M_1 (Canto, 2018).
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