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Economic Policy Uncertainty and Profit Dynamics in Taiwan's
Tourism Industry: A Nonlinear Threshold Analysis

The study examines how global economic policy uncertainty affects profit persistence in Taiwan’s
tourism industry. When the GEPU Index exceeds 286.0371, the influence of past profits weakens
(0.9644 → 0.8927), showing that high uncertainty reduces profitability momentum.
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Empirical results show strong profit persistence in Taiwan’s
tourism industry, but with heterogeneity, time dependence,
and asymmetric threshold responses to GEPU changes.
 When GEPU exceeds 286.0371, the effect of past
profitability weakens (from 0.9644 to 0.8927), indicating
that heightened global uncertainty reduces profit
momentum.
 The study highlights how policy uncertainty shapes
profitability dynamics and provides risk-warning indicators
and strategic guidance for tourism policymakers and
industry practitioners.

Global disruptions have increased economic
policy uncertainty, leaving the tourism industry
highly vulnerable despite partial recovery.
Taiwan has introduced post-pandemic strategies
—such as digital transformation, sustainability,
and global market expansion—to boost industry
resilience.
Because prior research rarely examines the long-
term nonlinear link between uncertainty and profit
persistence, this paper uses the STAR model to
analyze GEPU’s moderating effects.
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To advance this field, scholars can apply panel smooth
transition regression with firm- and industry-level panel
data to capture heterogeneous, time-varying threshold
effects across different GEPU levels; examine the tourism-
related food and beverage sector to evaluate its nonlinear
profit dynamics and compare the risk resilience of different
business models; and analyze how business strategies and
policy tools moderate GEPU’s threshold effects and help
mitigate uncertainty’s negative influence on long-term
industry stability.
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