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Abstract

Purpose - This study estimated the value of tourists’ willingness to pay (WTP) to develop and
promote regional tourism and minimize external effects using the contingent valuation method
(CVM).

Design/methodology/approach - To reduce exaggeration bias, a major issue of CVM, a pilot survey
was conducted to categorize bid value. Additionally, the payment method was divided into a
tourism fund and tourism taxes, and the respondents’ answers were reaffirmed in two stages.
Findings - As a result of the analysis, the tourists’ WTP was estimated to be 5,132 KRW (3.60
USD) for the tourism fund and 1,036 KRW (0.73 USD) for tourism taxes.

Research implications or Originality - The results of this study provide implications for securing
financial resources and establishing policies in Gangwon province, which promotes special
self-governing.

Keywords: Tourism Fund, Tourism Taxes, Special Self-Governing Province, Contingent Valuation Method,
Willingness to pay
JEL Classifications: 183, Z13

1. Introduction

Tourism is a major industry that generates income for a region and nation (Afthanorhan
et al., 2017), providing a major source of overall economic activity (Mahadevan et al., 2017;
Uysal et al. 2016). Therefore, tourism is widely recognized as a positive means of promoting
economic growth (Chou, 2013), and plays an important role in regional development and
growth (Mason et al., 2000; Uysal & Sirgy, 2019). In particular, the development and growth
of regional tourism in underdeveloped areas have a higher level of spillovers (Yang & Fik,
2014). Therefore, the development and promotion of regional tourism are evaluated as tools
to reduce the gap between regions (Zhou-Grundy & Turner, 2014) and achieve balanced re-
gional development (Li et al., 2016; Seckelmann, 2002),

Tourism is a major socioeconomic force with both positive and negative effects (Uysal &
Sirgy, 2019) and it can have a negative impact in terms of the environment and culture of
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the region (Afthanorhan et al., 2017; Nawijn & Mitas, 2012), The rapid growth of regional
tourism increases regional imbalance and inequality (Li et al., 2016; Pratt, 2015) and negatively
affects social cohesion (Komlos, 2018). However, the cost of these external effects is borne
by local residents, not tourists.

Therefore, it is necessary to minimize the negative impact of tourism from a long-term and
sustainable perspective and to prevent the cost of external effects from being passed on to
local residents. In particular, tourism taxes which impose taxes on tourism-related goods and
services and funds which are voluntarily paid by tourists are used in tourism development
policies as a means to minimize negative external costs and alleviate poverty and income in-
equality in the community (Holden, 2013).

From this point of view, this study selected Gangwon province, the Republic of Korea as
the subject of the study. Gangwon province is an underdeveloped area compared to other
regions, but it is a major destination for domestic tourism. In particular, Gangwon province
has been designated as a Gangwon State and the development and discovery of various special
projects related to tourism are at an important point. Moreover, this study attempted to over-
come the limitations suggested in previous studies related to the CVM. First, in order to over-
come the limitations of the payment method, the fund and the tax method were implemented
separately. In addition, this study related to the promotion of 'special self-governing province
(state)' has policy implications, Therefore, using the contingent valuation method (CVM), this
study analyzed the intention of tourists visiting Gangwon province to pay additional costs for
the preservation and protection of the community and the development and promotion of
regional tourism,

Therefore, the results of this study can help managers and policymakers make decisions
and can provide information to stakeholders and communities about the value and importance
of regional tourism. Particularly, in the establishment of the Gangwon State, it can be used
as basic data for securing financial resources to promote special projects and establish policy.

II. Literature review

1. The Impact of Tourism

Tourism increases regional gross regional product; creates new job opportunities, labor in-
come, and tax revenues (Lacher & Oh, 2012); and provides a major source of overall economic
activity (Uysal et al., 2016), Additionally, tourism is a major industry that generates income
from regions and countries (Afthanorhan et al., 2017), and has the potential to create positive
external effects (Li et al., 2016). Especially, regional tourism development and growth in un-
der-developed regions lead to a higher level of spillovers (Yang & Fik, 2014). Therefore, tourism
is widely recognized as a positive means of promoting economic growth (Chou, 2013), this
importance of tourism has been recognized by previous studies and policymakers (Calero &
Turner, 2020),

Additionally, tourism has a socio-cultural effect through the improvement of local services,
infrastructure development, and participation in community-based tourism (Afthanorhan et al.,
2017), and can lead to the development of education and healthcare (Brunt & Courtney, 1999).
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Moreover, tourism emphasizes sustainable economic growth, quality jobs, and the alleviation
of inequality as the main goals of sustainable regional development (Kronenberg & Fuchs,
2021). The promotion and development of regional tourism are evaluated as a tool to achieve
balanced regional development by narrowing the gap between regions (Li et al., 2016;
Zhou-Grundy & Turner, 2014),

On the other hand, tourism has a negative impact in terms of the local environment and
culture (Afthanorhan et al., 2017; Nawijn & Mitas, 2012). Here, the unequal growth of regional
tourism could widen regional inequality (Li et al,, 2016; Pratt, 2015). Further, if tourism workers
are women or migrants, their situations are characterized by low pay and unstable working
conditions (Ioannides & Zampoukos, 2018). As such, tourism increases the gap between in-
come classes, paying a high social price for economic growth which, in turn, negatively affects
social cohesion (Komlos, 2018). In this regard, tourism blames the government’s plan to grow
the tourism sector for higher prices of goods and services in the region (Ormond et al., 2014),
Additionally, local residents believe that the income from tourism benefits only some people
in the community (Webster & Ivanov, 2014).

As such, tourism has a significant economic, social, and environmental impact on the region
(Afthanorhan et al., 2017). From a long-term and sustainable perspective, it is necessary to
minimize the negative impact of tourism and maximize the positive impact. Particularly, the
taxation imposed on tourists can be used to address these negative externalities (Mahadevan
et al., 2017). Non-resident tourists do not pay for congestion, pollution, environmental damage,
or the use of public goods caused by their visits (Mahadevan et al., 2017). Therefore, tourism
tax can correct the balance while playing the role of placing the burden of costs on tourists
who cause these costs, Tourism taxes can also be used to alleviate poverty in the form of
more direct distribution (Mahadevan et al,, 2017). Further, unlike most other taxes, tourism
taxes have an efficiency effect and welfare losses are minimized by changes in consumer and
producer surplus caused by the tax (Gooroochurn & Thea Sinclair, 2005). Therefore, imposing
taxes on tourism-related sectors is being used in tourism development policies as a means
to alleviate poverty and income inequality (Holden, 2013). It is also used as a source of financial
resources for promoting and repairing tourist attractions (Mahadevan et al,, 2017).

Therefore, it is necessary to increase the tax rate on tourism-related products and alleviate
poverty and income gaps through direct distribution (Mahadevan et al., 2017). However, the
imposition of tourism taxes on tourists can have an overall benefit to the local economy, but
it can adversely affect the tourism industry (Forsyth et al, 2014). The compulsory taxation of
tourists can lead to psychological resistance to consumer spending. Accordingly, it is necessary
to explain the negative external effects to tourists and induce them to voluntarily pay for ex-
ternal effects. Particularly, it is possible to secure financial resources in the same form as funds.
The fund can be operated flexibly with funds accumulated for a specific purpose

2. Special Self-Governing Province and Tourism

The Special Self-Governing Province is an administrative district of the Republic of Korea,
which is almost identical in function to a province but is guaranteed high autonomy under
relevant laws, Gangwon province is the area most affected by the 1950 Korean War and is
currently the only divided local government in the world (Jung, 2019).
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Gangwon province played an important role in Korea’s security, forests, water sources, and
energy due to its geographical location and abundant natural environment, However, Gangwon
province has difficulty in securing regional development and new growth engines due to vari-
ous overlapping regulations such as military, forest, and land (Jung, 2019; Kim & Lee, 2013;
Kim, 2019). Additionally, the absence of large cities, weak regional competitiveness, and con-
tinuous population decline are a reality (Kim, 2019), requiring an opportunity for the region
to leap forward in terms of balanced national development, To this end, Gangwon province
made efforts to be designated as a “Special Self-Governing province,” As a result, on May
29, 2022, the related bill was passed at the plenary session of the Korean National Assembly.

The Special Act on the Establishment of Gangwon Special Self-Governing Province, which
was promulgated as a bill, contains declarative content that gives the status of a special self-gov-
erning province in consideration of the specificity of Gangwon province and recognizes high
autonomy. It also includes financial special cases to secure stable finances by establishing a
separate account for balanced national development for the development of Gangwon special
self-governing province (Korean Law Information Center, 2022).

Gangwon province is a major tourist destination for domestic tourism (Ministry of Culture,
Sports and Tourism, 2021). Therefore, special projects for tourism development and promotion
should be discovered and special included in the special law. Tourism is an important driver
of regional development (Calero & Turner, 2020) and plays an important role in areas without
new and alternative economic activities (Mason et al,, 2000). Thus, Gangwon province is facing
an important time in designating a ‘special self-governing province (state)’ and discovering
special projects. Additionally, it is crucially necessary to respond with ways to prepare financial
resources for promoting special projects.

Additionally, it is expected that the number of tourists visiting Gangwon State will increase
through the promotion of various special projects. Tourism revitalization plays an important
role in regional development and regional economic development (Afthanorhan et al., 2017;
Calero & Turner, 2020; Uysal et al., 2016)., However, the increase in the inflow of tourists
has a negative effect on the social and cultural environment of the region (Afthanorhan et
al., 2017; Movono et al., 2018). Therefore, policies to minimize these negative effects and
keep the local social and cultural environment pleasant are required and financial resources
should be prepared to implement them.

3. Contingent valuation method (CVM)

The contingent valuation method (CVM) is a method of presenting a hypothetical situation
and estimating the economic value of non-market goods (Carson & Hanemann, 2005; Choi
et al,, 2021). The CVM can quantitatively estimate the economic value of the resource and
can estimate both its use value and its non-use value (Jeon & Yang, 2021; Lee & Han, 2002;
Lee, 2015). As a result, using CVM can measure respondents’ WTP in both qualitative and
quantitative aspects (Lee & W. Mjelde, 2007; Portney, 1994). Therefore, CVM is useful for
estimating the economic value of tourism products or tourism resources with non-market char-
acteristics (Jeon & Yang, 2021); so it is used as empirical evidence to support the field of
tourism research (Choi et al, 2015).

The main rationale for CVM is to analyze respondents’ willingness to pay in a set hypothetical
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scenario (Choi et al,, 2021). Therefore, if the hypothetical scenario presented is not realistic,
it may complicate the respondent’s understanding (Choi et al., 2015; Park & MacLachlan, 2008).
This could lead to hypothetical bias (Hausman, 2012) and distort participants’ responses to
exaggerate WTP (Cookson, 2003). So, to reduce virtual convenience, respondents need to re-
confirm their answers through material statements such as actual payment methods (Choi et
al., 2021; Lee, 2015).

As a question form for estimating the WTP of respondents, the CVM is largely divided into
open-ended or closed-ended questioning methods (Choi et al,, 2021; Jeon & Yang, 2021),
Open-ended questions are easy to manage in a way used to reduce starting-point bias (Walsh
et al., 1984). However, because of large gaps, non-response, and protest bids by respondents
(Mitchell & Carson, 2013) problems are created that undermine the reliability of respondents’
strategic behavior and analysis results (Hanemann, 1994).

On the other hand, closed-ended questions are mainly used by DC (dichotomous choice).
The DC questions consist of questions that can be answered “yes” or “no.” DC is preferred
because it minimizes the burden on respondents (Hanemann, 1994), increases the likelihood
of responding, and is similar to actual market decisions (Lee & W. Mjelde, 2007; LeOn & Arafia,
2016), It is also frequently used to estimate respondents’ WTP to facilitate response processes
that can minimize strategic bias (Choi et al,, 2021),

The use of the CVM allows researchers to measure respondents’ WTP in both qualitative
and quantitative aspects (Portney, 1994; Lee & W. Mjelde, 2007). As a result, it is used as
empirical evidence in tourism research (Hwang et al., 2020). Previous studies have utilized
CVM to examine a variety of fields, including festivals (Andersson & Lundberg, 2013; Choi
et al., 2015), cultural heritage (Ruijgrok, 2006; Choi et al., 2021), environmental and natural
resources (Ji et al,, 2018; Jin et al,, 2019; Hwang et al., 2020), and cost estimation during
the COVID-19 pandemic (Qiu et al., 2020; Jeon & Yang, 2021).

I, Methodology

1. Research Design and CVM Setup

This study developed a questionnaire to measure the WTP of tourists. In the questionnaire,
a hypothetical scenario was set considering the study purpose. The questionnaire is organized
to include measurement items that can affect tourists’ WTP and, to secure the measurement
items’ consistency, reliability, and validity was based on criteria used in previous studies, The
questionnaire was largely composed of four sections. The first section asked respondents for
their consent to proceed with the survey. Respondents were informed about the purpose of
this study and that their identities would remain anonymous under “Article 33 (Secret
Protection) of the Statistics Act,”

The second section focused on tourists’ perceptions. Considering this study’s purpose and
its focus on the payment method, it paid attention to the constructs that may affect tourists’
willingness to pay. The measurement items of each construct were derived through reviews
of previous studies (Rathnayake, 2016; Choi et al., 2021; Sadiq et al., 2021; Hassan & Meyer,
2022) and adjusted according to the study’s purpose. Each item was verified by experts in
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the field of tourism. Each of the construct items was measured using a five-point Likert scale
(1=strongly disagree, S=strongly agree) and 9 items were finally selected and the constructs
captured.

The third section consisted of questions about willingness to pay. A hypothetical scenario
in which WTP could be determined was used to tell the respondents about the environment
(Choi et al., 2021; Rathnayake, 2016). If the hypothetical scenario is exaggerated, it can affect
the payment intention, making it difficult to estimate the actual WTP value (Jeon & Yang,
2021; Lee, 2015). Therefore, it should be based on realistic situations that are likely to occur
(Choi et al., 2021). Therefore, the hypothetical scenario of this study was developed considering
the purpose of the study and the situation of reality. The contents of the hypothetical scenario
are as follows:

“Currently, Gangwon province has been designated as a special self-governing province and
is making efforts to launch this, Gangwon Province is required to raise financial resources
to promote various projects as a special self-governing province, In particular, to discover and
promote special projects for regional tourism development and promotion, measures are re-
quired to raise financial resources,

In addition, Gangwon province is a major tourist destination in Korea and the number of
tourists visiting Gangwon province is expected to continue to increase as the special self-gov-
erning province is promoted, However, practical measures and policies are needed to ease
the burden of traftic congestion and household waste disposal costs due to the increase in
tourists as well as to preserve local culture and the environment,

Therefore, it is urgent to find policies to preserve the social and cultural environment in
the region as well as to develop and promote local tourism and to raise financial resources
to implement them,”

Such a hypothetical scenario may cause respondent bias, which may overestimate the WTP
(Choi et al,, 2021; Hausman, 2012), Therefore, to minimize respondents” bias, the means of
payment were set to “Tourism Fund” and “Tourism Taxes” that can actually be paid, The bid
value is presented as the total of twelve categories through the results of the pilot test (200
sample) of open-ended questions and expert review; (A) was randomly presented to the re-
spondents (Tourism Fund: 2,500 KRW, 5,000 KRW, 7,500 KRW, 10,000 KRW, 12,500 KRW,
15,000 KRW; Tourism Taxes: 500 KRW, 700 KRW, 1,000 KRW, 1,500 KRW/, 2,000 KRW, 2,500
KRW).

Therefore, this study set up a DC of “yes” or “no” answers to examine whether tourists
are willing to pay the proposed bid value (A) as Q1. This two-step approach can be considered
to reduce the bias of CVM and increase the reliability of responses (Choi et al., 2021). That
is, if the respondents’ answer was “yes” to Q1, the second question (Q2) using a realistic sit-
uation was asked to ensure the reliability of the first response.

Q1: If you had to pay (A) for the development and promotion of tourism and the preservation
of the social, cultural, and environmental in the region you visit for tourism, would
you be willing to pay for it?

O No @ Yes
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Q2-1 (Tourism Fund): (If you answered yes' to Q1) If the bid value (A) is the Tourism
Promotion and Environmental Conservation Fund’ (once a year), would you be willing
to pay for it?

@ No @ Yes

Q2-2 (Tourism Taxes): (If you answered yes' to Q1) If the bid value (A) is Tourism Taxes’
to be paid whenever you visit tourist attractions or facilities designated by the Governor
of Gangwon province, would you be willing to pay for it?

O No @ Yes

The last section of the questionnaire is an item for distinguishing the socio-demographic
characteristics of respondents, These constructs can potentially affect tourists’ WTP and have
been used as important constructs in previous studies (Broberg, 2010; Choi et al., 2021; Jeon
& Yang, 2021; Lee & Han, 2002; Qiu et al., 2020; Seetaram et al., 2018).

2. Measurement model

In this study, the DC-CVM was used to provide information about secure financial resources
for special projects related to tourism in the process of establishing Gangwon State (special
self-governing province) and estimating tourists’ economic willingness to pay for regional tour-
ism promotion and environmental conservation. The respondents’ answers in the CVM are
based on the utility maximization theory (Manski, 1977). Here, the respondents are likely to
compare the utility generated by “agree” or “disagree” to pay for a given value and choose
a utility with greater value (Choi et al., 2021; Lee, 2015). Therefore, the utility function for
willingness to pay the randomly given bid value (A) can be presented as equation (1)
(Hanemann, 1989), and the probability formula can be expressed as equation (2).

u;=vyq Y. S, P)te;, j=1,0 0

vo(qy Y5 S, P)tey <vi(q, Y—A, S P)+e (2)

where v is an indirect utility that is explained by an observable variable; Y represents the
individual's monthly income; A denotes a payment amount to ‘tourism fund” or “tourism taxes;”
S symbolizes individual social and economic characteristic vector (gender, age, marital status,
educational level, monthly income); P stands for the perception rating of respondents (tourists’
attitude, social contribution, environmental conservation); € is independently distributed ran-
dom variables with 0 means.

Therefore, the probability of responding “yes” to the (A) is expressed by equation (3). As
demonstrated in equation (4), it is possible to compare the utilities between “yes” and “no”
for WTP (A).

P =PAWTP} = Piv(q, Y—A, S P)+e; = vyqp Vs S, P)te) (3)

szvl(ql, Y—A4, S, P) - vg(qo, Y, S, P) (4)
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The respondents are asked to answer “yes” or “no” to whether to pay the given value (A).
Therefore, the dependent variable is discrete data with 0 or 1; a logit model by maximum
likelihood estimation (MLE) is used to estimate the probability of a given bid value (A) (Choi
et al., 2021; Jeon & Yang, 2021; Lee & Han, 2002). In particular, the truncated mean WTP
is preferred because it satisfies the conditions of efficiency with aggregation ability, statistical
consistency, and theoretical constraints (Duffield & Patterson, 1991). In this study, the WTP
truncated mean was also employed to estimate tourists WTP as follows,

B Max A . 1 1+exp (OC)
WTPtv'unmted - \/0\ fU(AU)d B ﬁ In 1 +exp (a +ﬁ Max A)

5)

3. Data collection

The survey for data collection was conducted twice, divided into a pilot test and main survey.
The expression and appropriateness of the initial instrument of the survey were reviewed by
academic experts. A pilot test was conducted with tourists (200 samples) who visited Gangwon
province within one year. This pilot test included open-ended questions to derive a range
of bid values. Then, the questionnaire of the survey was finally confirmed by refining construct
reliability and validity, derived from the range of the bid value.

The main survey adopted an online survey method. This method can increase response
rates by keeping survey costs low and increasing their ease of use (Kim et al,, 2018), In partic-
ular, online surveys have the advantage of easily accessing hard-to-reach populations (Kim
& Li, 2009). According to Stanton (1998), online surveys have no more risk than other types
of non-probability samples in terms of the potential for self-selection bias (Kim et al,, 2018).
Thus, online surveys are believed to be the best sampling method for this research.

For sampling, allocation sampling by region, age, and gender according to the Korean pop-
ulation census was used. The survey was commissioned by a survey company specializing
in online surveys. The online survey was conducted from September 13 to October 10, 2022,
An e-mail invitation that explained the purposes of the research and provided a link to the
web-based survey was distributed to a panel that belongs to the online survey company. A
total of 3,650 questionnaires were distributed and retrieved. Additionally, ineligible and invalid
responses were removed during data processing, and 3,636 observations were finally used
for analysis,

IV, Results

1. Demographic Profile

Respondents’ socio-demographic characteristics are shown in Table 1. For both types (Tourism
fund and Tourism taxes), the proportion of males was slightly larger (51.0%, 51.8%) than females
(49.0%, 48.2%). In terms of age, the respondents in their 50s (30.0%, 28.3%) and 40s (22.5%, 21.7%)
were higher than other ages, and more than half of the respondents were married (58.1%, 59.0%).
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Most respondents had a beyond university education and earmed 2.00-3.99 million KRW
(approximately 1,400 - 2,800 USD) monthly,

Table 1. Respondents’ demographics characteristics

Tourism Fund (n=1,815) Tourism Taxes (n=1,821)

Variable Category
g n % n %
Male 926 51.0 943 51.8
Gender
Female 889 490 878 48.2
20-29 330 18.2 365 20.0
30-39 368 203 349 19.2
Age(years) 40-49 408 225 395 21.7
50-59 544 30.0 515 283
> 60 165 9.1 197 10.8
- Single 760 M9 747 410
Maritial status
Married 1055 58.1 1074 59.0
High school diploma 330 18.2 353 19.4
) University student 133 73 145 8.0
Education
Graduated from university 1164 64.1 1158 63.6
Master’s or doctoral degree 188 104 165 9.1
Below 200 174 9.6 193 10.6
200 ~ 299 550 30.3 515 283
Monthly income 300 ~ 399 297 164 296 16.3
(Ten thousand 400 ~ 499 275 15.2 264 145
KRW) 500 ~ 599 168 93 185 102
600 ~ 699 140 77 146 8.0
More than 700 211 11.6 222 12.2

2. Reliability and Validity of the Measurement

In this study, tourists’ perceptions were included in addition to socio-demographic variables
as factors affecting WTP, Tourists’ awareness was classified into the attitude of tourists, social
contribution, and environmental conservation by referring to previous studies. As there are
more than two constructs, it is necessary to secure reliability and validity.

Cronbach’s alpha and CFA (confirmatory factor analysis) were used to test the reliability
and validity of the measurement of the awareness of tourists, Table 2 shows the results of
the reliability and validity tests., All Cronbach’s d’s exceeded 0.7. Therefore, the constructs
were reliable (Hair et al. 2014, 2014). CAF was used to test the validity and reliability of the
measurement model (Hair et al., 2014). The CFA results indicating the index values that ensure
the adequacy of the measurement model are presented in Table 2. These results are satisfactory
based on the recommended level of goodness-of-fit, which means that the measurement model
fits the sample data (Hair et al., 2014).
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Table 2. Validity and relability measurements

Tourism Fund Tourism Taxes
Constructs Cronbac Cronbac
and items h's Std. h's Std.
alpha Loading Lt Al alpha Loading A2
(o) (a)

Social Contribution (SC) 721 601 818 719 569 796
Tourism _contrlbutes to the local 724 737
community
Regional tourism contributes to the
expansion of employment in local 765 746
community
The profits generated from regional
tourism are returned to the local 670 571
community
Environmental Conservation (EC) 871 .780 914 856 769 909
Tourists should try to reduce waste 775 742
and save energy in the region ’ '
Regional tourism should be 872 871
environmentally friendly : ’
Tourists should try to reduce 856 844
environmental pollution : ’
Attitude (AT) 851 0.781 914 855 777 913
[ think regional tourism is a positive 807 813
move
[ thlnk tourism is a valuable act for 833 841
region
[ think regional tourism is a 792 793

beneficial action

Note: Goodness-of-fit indexes (Tourism Fund): x2/df=6.852, CFI=0.983, GFI=0.980, NFI=0.980, TLI=0.974 ,
RMR=0.019, RMSEA=0.057.
Goodness-of-fit indexes (Tourism Taxes): x2/df=6.359, CFI=0.984, GFI=0.982, NFI=0.981, TLI=0.976,
RMR=0.018, RMSEA=0.054.
All loadings of the reflective measurement model are significant (p< .001). CR=construct reliability;
AVE=average variance extracted.

Construct validity was determined by testing convergent validity and discriminant validity
(Fornell & Larcker, 1981; Ping, 2004). Convergent validity was tested by calculating CR
(construct reliability) and AVE (average variance extracted), The CR met a value of 0.7 or
higher as presented by Hair et al, (2014) and the AVE value exceeded the threshold of 0.5
recommended by Fornell and Larcker (1981). These results ensure convergent validity as shown
in Table 2,

The discriminant validity was evaluated through AVE and compared with the squared correla-
tions between the constructs, As a result of the analysis (Table 3), the squared correlations
did not exceed the AVE, ensuring discriminant validity (Fornell & Larcker, 1981; Ping, 2004).
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Table 3. Construct validity of the measurement model

Tourism Fund Tourism Taxes
SC EC AT '\(";3;‘ SC EC AT '\("gg;
Social Contribution (SC) 775 (03&36) 754 (03_5&)
Environmental Conservation (EC) .500 883 (é '72231) 483 877 (é ;62976)
Attitude (AT) 6¥ s s 0L e 53 sl OO0

Note: The bold numbers on the diagonal are the AVE. Off-diagonal numbers are the squared correlations
among constructs. All correlations are significant at the 0.01 level or higher.

3. Determinants and Estimating value of WTP

In the process of establishing a Gangwon State and promoting special projects, tourists were
asked about their WTP for additional costs to develop and promote regional tourism, and
preserve the local society, culture, and environment, Table 4 and Figure 1 show the re-
spondents’ answers to the questions about WTP and information on the probability,

Additionally, questions were asked in two steps to minimize respondents’ hypothetical bias
and ensure the reliability of their responses, Those who answered “yes” to WTP_1 presented
only with bid value (A) were presented again with the actual payment method options “Tourism
Fund” or “Tourism Taxes” and asked questions, It was found that the response rate to WTP_2
was high when the bid value was low, such as WTP_1. Additionally, the WTP_2 graph line
was lower than the WTP_1 graph line, The lower “yes” response rate and the decrease in
the lower line in the question over two steps that present the actual payment method can
be interpreted as a reduction in the exaggerated bias in the hypothetical scenario (Choi et
al., 2021).

A binomial logit model was used to estimate tourists WTP for additional costs, The analysis
results are presented in Table 5. In WTP_1 and WTP2 of the two payment methods, bid value,
social contribution, gender, education background, and monthly income were found to have
a statistically significant effect, The higher the bid value and education background, the more
negatively it affects WTP, and the awareness of social contribution and monthly income were
found to have a positive effect on WTP,

Further, the value of the additional cost that tourists want to pay was estimated according
to the payment method. The WTP truncated means are shown in Table 6 and Figure 2. In
WTP_1, the Tourism Fund was estimated to be 9,907 KRW (6,95 USD) and the Tourism Taxes
was estimated to be 2,282 KRW (1.60 USD). For WTP_2, the actual payment method, the
Tourism Fund was reduced to 5,132 KRW (3.60 USD) and Tourism Taxes to 1,264 KRW (0.89
UsD),
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Table 4. Response ration per bid value

Bid value WIP_1 WIP_2
(KRW) samele Yes No Yes(%) Yes No Yes(%)
2,500 302 145 157 480 118 184 39.1
5,000 302 156 146 51.7 120 182 39.7
7,500 303 138 165 455 103 200 340
Tourism 40,000 302 123 179 407 83 219 275
Fund
12,500 302 123 179 40.7 93 209 308
15,000 304 107 197 352 72 232 237
Total 1815 792 1,023 43.6 589 1,226 325
500 305 188 17 61.6 145 160 475
700 304 168 136 55.3 130 174 428
1,000 303 183 120 60.4 1141 162 465
Tourism 4 50 303 172 131 568 129 174 026
Taxes
2,000 302 164 138 543 123 179 40.7
2,500 304 159 145 52.3 122 182 40.1
Total 1821 1,034 787 56.8 790 1,031 434
Note: 1,000 KRW = approximately 0.70 USD.
Fig. 1. Probability of “yes” response regarding WTP
1000 Tourism Fund :::' 1900 Tourism Taxes :::‘
00 180 s w0 9

Note: X axis is bid value (KRW), Y axis is the percentage of

“yes” responses.
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Table 5. Result of the logit models for WTP

Tourism Fund Tourism Taxes
WTP_1 WTP_2 WTP_1 WTP_2
Coeff. Wald Coeff. Wald Coeff. Wald Coeff. Wald
Bid value -0.00005™  17.92 -0.00006™  23.907 -0.00017"" 6.12  -0.00015" 5.06

Social

" 0.35271™ 1223 042457 15.196  0.38004™" 15.22  0.45294™ 20.85
Contribution

Environmental

cnvronmental  pooges 001 010709 1242 014721 279 0.12051 182
Attitude 0.13416 155 012614 1247 017476 280 0.15402 202
Gender 0279907 808 -039819"" 14083 -008254" 071 0265917  7.03
Age 000838 281 000142 1267 000351 051 000318 233
Marital status ~ 0.08615 046 012591 046 -003190 006 017274 0.46
Eggﬁ;:fu”n o 0NIST 424 0157 6180 -D0B0T 213 011819 407
Monthly income 009516 1180 009585™ 12467 006957 649 007830" 1052
Constant 107665 649 -2441407 47580 -228553" 2909 2931217 6180
2L og-likelihood 2410868 2183.334 2406.755 2390.555
Cox & Snell R2 0041 0.056 0.045 0.054
Nagelkerke R2 0.055 0078 0.061 0073

Note: " p < .05, ™ P < .01, ™ p < 0.001.

Table 6. Value estimation for WTP truncated mean (KRW)

Tourism Fund Tourism Taxes
WTP_1 truncated mean 9,907 KRW (6.95 USD) 2,282 KRW (1.60 USD)
WTP_2 truncated mean 5,132 KRW (3.60 USD) 1,264 KRW (0.89 USD)

Note: 1,000 KRW = approximately 0.70 USD

Fig. 2. Comparison of WTP by Payment

“Tousiem Fund
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som
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V. Discussion and Conclusion

1. Theoretical implications

The main purpose of this study is that in light of Gangwon province being designated as
a ‘state (special self-governing province)’, it estimates the value of securing financial resources
to develop and promote regional tourism projects, and minimize negative external effects that
occur in the local community. Additionally, a two-step approach and pilot survey were used
to reduce and minimize the problem of exaggeration frequently occurring in CVM,

Through this, the tourism fund was estimated to be 5,132 KRW (3,60 USD) and Tourism
Taxes was estimated to be 1,64 KRW (0,89 USD). Further, tourists’ perception variables were
statistically analyzed along with their willingness to pay, and the higher their perception of
social contribution, the more positive the WTP was,

The results of this study provide the following implications for literature in the field of
tourism. They suggest that regional tourism is being used as a strategy to achieve sustainable
economic growth, quality jobs, inequality mitigation (Kronenberg & Fuchs, 2021; Zhou-Grundy
& Turner, 2014), and balanced development in tourism (Li et al., 2016; Seckelmann, 2002).
However, previous studies on how to secure financial resources for revitalizing regional tourism
are insufficient, Additionally, it is necessary to introduce a tourism tax to solve the cost of
negative external effects on the community due to the increase in tourists (Holden, 2013;
Mahadevan et al,, 2017). However, there is little research on how and how many financial
resources will be collected, Most of the previous studies on this subject focus on tourists’ per-
ception, satisfaction, and intention to visit, so research dealing with economic value is
insufficient. From this point of view, this study expanded existing research to the areas of
behavior and economics in tourism and analyzed the effect of tourists’ perception on payment
intention and WTP to support theoretical and empirical evidence.

Moreover, another academic contribution of this study was to minimize the exaggeration
bias occurring in CVM research by applying a pilot survey (setting the categories of “given
bid value (A)") and a two-stage approach. Additionally, the relationship between tourist percep-
tion and payment intention was empirically verified. Particularly, the payment method was
divided into tourism funds and tourism taxes and the difference in WTP according to the pay-
ment method was presented so that it could be easily recognized. The process of adopting
and carrying out these research methods further strengthens and supports the results of previous
studies.

Additionally, it was found that tourism’s social contribution plays an important role as a
factor affecting tourists’ WTP. These results are in the same context as the results of previous
studies that emphasize the importance of tourism’s social contribution and provide empirical
support. Therefore, this study supports the role and importance of social contribution in the
behavior of individual tourists who participate in local tourism,

Furthermore, major socio-demographic factors affecting WTP were presented. In particular,
bid value supports the results of previous studies (Armbrecht, 2014; Choi et al., 2021; Jeon
& Yang, 2021; Qiu et al., 2020) that show bid value has a negative relationship with re-
spondents’ WTP, Additionally, monthly income is also a determinant that has a positive effect
on WTP, reflecting the same context as in previous studies (Broberg, 2010; Hanemann, 1994;
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Seetaram et al., 2018). Therefore, the importance of bid value and monthly income is empha-
sized as determinants in estimating the WTP of tourists,

2. Practical implications

This study confirmed respondents’ WTP to secure financial resources for regional tourism
development projects and minimize the external effects on the local community caused by
tourism, The results of this study have the following implications for policy establishment and
the tourism sector,

First, it was confirmed that respondents’ perceptions of social contribution affected WTP,
These findings suggest that it is important to minimize the negative impact of regional tourism
and achieve sustainable tourism. Regional tourism should reflect an alternative consumption
paradigm that brings common benefits to the local community. So, in establishing policies
for regional tourism, tourists should be informed of the positive impact on the local community
through regional tourism and be encouraged to contribute to the local community, Therefore,
it is necessary to continuously inform tourists of the necessity and positive impact of local
tourism and increase understanding, To this end, tourism programs for community con-
tributions can be discovered and provided to tourists,

Especially, it is necessary to present tourism programs in connection with "ESG," which
have recently attracted attention, to emphasize the benefits provided by tourism to the local
community. At this level, tourism companies can use locally produced products and attempt
campaigns to preserve the environment and social.

Additionally, Gangwon province can be used as a basic data source to secure financial re-
sources for the creation of ‘state (special self-governing province)’, Particularly, this study pre-
sented the WTP of one tourist by dividing it into a tourism fund and tourism taxes. These
results can be used as basic data for Gangwon province to establish policies to organize finan-
cial resources for establishing ‘state’ and promoting various special projects,

Further, these financial resources for tourism can be used to alleviate poverty and income
inequality in the local community and to renovate tourist attractions and tourist facilities, Here,
the cost of phenomena (such as overtourism and touristification) and negative external effects
caused by the increase in tourists may not be passed on to local residents. This can secure
sustainability and strengthen the local community,

The amounts for the tourism fund or tourism taxes presented in this study are relatively
low. However, resistance from tourists may occur in situations where additional expenses are
to be paid. Securing such financial resources may generate overall profits in the region but
may negatively affect the regional tourism industry, Therefore, it is necessary to increase tou-
rists’ stay time and expand consumption expenditure to maximize the positive impact on the
region, For example, the increase in local consumption expenditure can be induced by present-
ing the amount (or in proportion) of tourism funds or tourism taxes paid by tourists visiting
the region in the same amount of local currency.

3. Limitations and suggestions for future studies

This study has several limitations, This study was conducted in Gangwon province, Republic
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of Korea, Above all, this study reduced the negative external effects that occurred in the process
of Gangwon province being designated as a ‘state (special self-governing province)' and esti-
mated the WTP of tourists for regional tourism development and promotion, However, ‘state
(special self-governing province) is a system implemented in the Republic of Korea and may
manifest different patterns in other nations, Thus, this study has limitations on generalization
and universality.

Moreover, there are some limitations to be addressed in future studies. Factors affecting
tourists’ WTP vary depending on the research subject, This study extracted and used factors
from similar previous studies according to the purpose of the study. In future studies, various
additional candidate structures should be considered through a thorough review in terms of
behavioral economics in the tourism field.

References

Afthanorhan, A, Awang, Z., & Fazella, S (2017). Perception of tourism impact and support tourism
development in Terengganu, Malaysia. Social Sciences, 6(3), 106.

Andersson, T. D., & Lundberg, E. (2013). Commensurability and sustainability: Triple impact assessments
of a tourism event. Tourism Management, 37, 99-1009.

Armbrecht, ] (2014). Use value of cultural experiences: A comparison of contingent valuation and travel
cost. Tourism Management, 42, 141-148.

Broberg, T (2010). Income treatment effects in contingent valuation: The case of the Swedish predator
policy. Environmental and Resource Economics, 46(1), 1-17.

Brunt, P., & Courtney, P (1999). Host perceptions of sociocultural impacts. Annals of Tourism Research,
26(3), 493-515.

Calero, C, & Turner, L. W (2020). Regional economic development and tourism: A literature review
to highlight future directions for regional tourism research. Zourism Economics, 26(1), 3-26.

Carson, R. T, & Hanemann, W. M (2005). Chapter 17 Contingent valuation. In; Valuing Environmental
Changes K.-G. Méler & J. Vincent (Eds.); Elsevier B.B, 2, 821-936.

Choi, Y, Lee, W. S, Lee, C. K, & Dattilo, ] (2015). Valuation of mudflats in nature-based tourism: Inclusion
of perceived value of festival experiences. Tourism Economics, 21(4), 833-851.

Choi, Yj, Lee, W. S., Moon, ], & Kim, K. B (2021). The value of preserving endangered folk games using
the contingent valuation method. Current Issues in Tourism, 24(9), 1319-1330.

Chou, M. C (2013). Does tourism development promote economic growth in transition countries? A
panel data analysis. Economic Modelling 33, 226-232.

Cookson, R (2003). Willingness to pay methods in health care: A sceptical view. Health Economics, 12(11),
891-894.

Duffield, J. W, & Patterson, D. A (1991). Inference and optimal design for a welfare measure in
dichotomous choice contingent valuation. Land Economics, 67(2), 225-2309.

Fornell, C,, & Larcker, D. F (1981). Evaluating structural equation models with unobservable variables
and measurement error. Journal of Marketing Research, 18(1), 39-50.

Forsyth, P., Dwyer, L., Spurr, R, & Pham, T (2014). The impacts of Australia’s departure tax: Tourism
versus the economy?. Tourism Management, 40, 126-136.

Gooroochurn, N, & Thea Sinclair, M. T (2005). Economics of tourism taxation. Annals of Tourism Research,
32(2), 478-498.



A Study on the Estimation of the Value of Tourists’ WTP by Payment Method: Focusing on the Gangwon State 267

Hair, J. F, Jr, Black, W. C, Babin, B. ], & Anderson, R. E (2014). Multivariate data analysis, 10 (pp. 1-292).
London: Pearson Education Limited. ISBN.

Hanemann, W. M (1989). Welfare evaluations in contingent valuation experiments with discrete response
data: Reply (Reply). American journal of Agricultural Economics, 71(4), 1057-1061.

Hanemann, W. M (1994). Valuing the environment through contingent valuation. journal of Economic
Perspectives, 8(4), 19-43.

Hassan, A. S., & Meyer, D. F (2022). Does countries’ environmental, social and governance (ESG) risk
rating influence international tourism demand? A case of the Visegrad Four. journal of Tourism
Futures.

Hausman, ] (2012). Contingent valuation: From dubious to hopeless. journal of Economic Perspectives, 26(4),
43-56.

Holden, A (2013), Tourism, poverty and development. Hoboken, NJ: Taylor & Francis.

Hwang, Y. T., Moon, ], Lee, W. S, Kim, S. A, & Kim, ]. (2020). Evaluation of firefly as a tourist attraction
and resource using contingent valuation method based on a new environmental paradigm. journal
of Quality Assurance in Hospitality and Tourism, 21(3), 320-336.

loannides, D., & Zampoukos, K (2018). Tourism’s labour geographies: Bringing tourism into work and
work into tourism. Tourism Geographies, 20(1), 1-10.

Jeon, C. Y, & Yang, H. W (2021). The impact of the covid-19 pandemic on tourists’ wtp: Using the
contingent valuation method. /nternational journal of Environmental Research and Public Health,
18(16), 8605.

Ji, S, Choi, Y., Lee, C. K, & Mjelde, ]. W. (2018). Comparing willingness-to-pay between residents and
non-residents using a contingent valuation method: Case of the Grand Canal in China. Asia Pacific
Journal of Tourism Research, 23(1), 79-91

Jin, M,, Juan, Y., Choi, Y., & Lee, C. K. (2019). Estimating the preservation value of world heritage site
using contingent valuation method: The case of the Li River, China. Sustainability, 11(4), 1100.

Jung, K. S (2019). The construction of the Cold War landscape and tourism. journal of Asian Sociology,
48(3), 287-320.

Kim, H. K (2019). Exploring social innovation and time bank: Focus on the elderly healthcare in the
Gangwon Province. Asian Journal of Innovation and Policy, 8(2), 208-237.

Kim, J. Y, & Lee, J. Y (2013). Development of local cultural resources based on the concept of ecomuseum
—TFocusing on Cheorwon, Gangwon Province. International Journal of Multimedia and Ubiquitous
Engineering, 8(5), 297-302.

Kim, Y. G, & Li, G (2009). Customer satisfaction with and loyalty towards online travel products: A
transaction cost economics perspective. Tourism Economics, 15(4), 825-846.

Kim, Y. G, Woo, E., & Nam, ] (2018). Sharing economy perspective on an integrative framework of
the NAM and TPB. International Journal of Hospitality Management, 72, 109-117.

Komlos, ] (2018). Hollowing out of the middle class: Growth of income and its distribution in the US,
1979-2013. Challenge, 61(4), 303-324.

Korean Law Information Center (2022). The Special Act on the Establishment of Gangwon Special Self-Governing
Province. Retrieved from https://www.law.go.kr.

Kronenberg, K, & Fuchs, M (2021). The socio-economic impact of regional tourism: An occupation-based
modelling perspective from Sweden. Journal of Sustainable Tourism, 1-21.

Lacher, R. G, & Oh, C. 0 (2012). Is tourism a low-income industry? Evidence from three coastal regions.
Journal of Travel Research, 51(4), 464-472.

Lee, C. K, & Han, S. Y (2002). Estimating the use and preservation values of national parks’ tourism
resources using a contingent valuation method. 7ourism Management, 23(5), 531-540.



268 Asia-Pacific Journal of Business Vol. 14, No. 3, September 2023

Lee, C. K, & W. Mjelde, ]. W (2007). Valuation of ecotourism resources using a contingent valuation
method: The case of the Korean DMZ. Ecological Economics, 63(2-3), 511-520.

Lee, ]. S (2015). Measuring the benefits of the intangible cultural heritage hall in Jeonju Korea: Results
of a contingent valuation survey. journal of Cultural Heritage, 16(2), 236-238.

Ledn, C. ], & Arana, J. E (2016). The economic valuation of climate change policies in tourism: Impact
of joint valuation, emotions, and information. journal of Travel Research, 55(3), 283-298.

Li, H, Chen, J. L, Li, G, & Goh, C (2016). Tourism and regional income inequality: Evidence from China.
Annals of Tourism Research, 58, 81-99.

Mahadevan, R, Amir, H, & Nugroho, A (2017). How pro-poor and income equitable are tourism taxation
policies in a developing country? Evidence from a computable general equilibrium model. journal
of Travel Research, 56(3), 334-346.

Manski, C. F (1977). The structure of random utility models. 7heory and Decision, 8(3), 229-254.

Mason, P., Johnston, M., & Twynam, D. (2000). The world wide fund for nature arctic tourism project.
Journal of Sustainable Tourism, 8(4), 305-323. doi:10.1080/09669580008667366.

Ministry of Culture, Sports and Tourism (2021). Korea national tourism survey (pp. 3-6). Seoul, Korea:
Korea Culture & Tourism Institute.

Mitchell, R. C,, & Carson, R. T (2013). Using surveys to value public goods: The contingent valuation method,
New York: Rff Press.

Movono, A, Dahles, H.,, & Becken, S (2018). Fijian culture and the environment: A focus on the ecological
and social interconnectedness of tourism development. journal of Sustainable Tourism, 26(3), 451—
469.

Nawijn, ], & Mitas, O (2012). Resident attitudes to tourism and their effect on subjective well-being:
The case of Palma de Mallorca. journal of Travel Research, 51(5), 531-541.

Ormond, M., Mun, W. K, & Khoon, C. C (2014). Medical tourism in Malaysia: How can we better identify
and manage its advantages and disadvantages?. Global Health Action, 7(1), 25201.

Park, J. H, & MacLachlan, D. L. (2008). Estimating willingness to pay with exaggeration bias-corrected
contingent valuation method. Marketing Science, 27(4), 691-698.

Ping, R A (2004). On assuring valid measures for theoretical models using survey data. journal of Business
Research, 57(2), 125-141.

Portney, P. R (1994). The contingent valuation debate: Why economists should care. journal of Economic
Perspectives, 8(4), 3-17.

Pratt, S (2015). Potential economic contribution of regional tourism development in China: A comparative
analysis. International Journal of Tourism Research, 17(3), 303-312.

Qiu, R. T. R, Park, ], Li, S.,, & Song, H (2020). Social costs of tourism during the COVID-19 pandemic.
Annals of Tourism Research, 84, 102994.

Rathnayake, R. M. W (2016). Pricing the enjoyment of “elephant watching”at the Minneriya National
Park in Sri Lanka: An analysis using CVM. Tourism Management Perspectives, 18, 26-33.

Ruijgrok, E. C. M. (2006). The three economic values of cultural heritage: A case study in the Netherlands.
Journal of Cultural Heritage, 7(3), 206-213.

Sadig, M., Adil, M,, & Paul, ] (2021). An innovation resistance theory perspective on purchase of
eco-friendly cosmetics. Journal of Retailing and Consumer Services, 59, 1023609.

Seckelmann, A (2002). Domestic tourism—A chance for regional development in Turkey?. Zourism
Management, 23(1), 85-92.

Seetaram, N., Song, H, Ye, S, & Page, S (2018). Estimating willingness to pay air passenger duty. Annals
of Tourism Research, 72, 85-97.

Stanton, J. M (1998). An empirical assessment of data collection using the Internet. Personnel Psychology,
51(3), 709-725.



A Study on the Estimation of the Value of Tourists’ WTP by Payment Method: Focusing on the Gangwon State 269

Uysal, M,, & Sirgy, M. ] (2019). Quality-of-life indicators as performance measures. Annals of Tourism
Research, 76, 291-300.

Uysal, M,, Sirgy, M. ], Woo, E, & Kim, H. L (2016). Quality of life (QOL) and well-being research in
tourism. Tourism Management, 53, 244-261.

Walsh, R. G, Loomis, J. B, & Gillman, R. A (1984). Valuing option, existence, and bequest demands
for wilderness. Land Economics, 60(1), 14-29.

Webster, C., & Ivanov, S (2014). Transforming competitiveness into economic benefits: Does tourism
stimulate economic growth in more competitive destinations?. Zourism Management, 40, 137-140.

Yang, Y., & Fik, T (2014). Spatial effects in regional tourism growth. Annals of Tourism Research, 46,
144-162.

Zhou-Grundy, Y., & Turner, L. W (2014). The challenge of regional tourism demand forecasting: The
case of China. Journal of Travel Research, 53(6), 747-759.



