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A Reassessment of Tourism-Exports Led Growth Hypothesis in Africa
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In spite of Africa’s potentials in tourism, its endowments have been underdeveloped and underutilized. This is
not far from limited empirical studies on tourism issues. It is against this backdrop that | intend to determine
the effects of tourism exports on Africa’s economic growth. A panel cointegration analysis from 1990 to 2011
for thirty African countries was used to discover that tourism exports have significant positive long run effects
on growth in Africa. The policy implication is that, tourism has the potentials of accelerating long run
economic growth, while African growth can be use in the development of tourism exports.
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Introduction

It has been widely acknowledged that tourism
export is an important sector that if properly
harnessed and promoted could serve as a form of
income diversification for countries, especially
developing countries that depend largely on a
single source of foreign exchange earnings. This
sector generates a vital amount of foreign exchange
earning that also contributes to the sustainable
economic growth and development of developed
world. However, such component of growth has
not been effectively and appropriately utilized by
African countries. World Tourism Organisation
(2008) report shown that in 2007, about $856
billion was generated from 908 million of tourists
(excluding transport). In the same year, the share of
Africa in global tourist arrivals was about 5%
(about 45 million tourists), which is a positive
figure compared to what she obtained in 2005
(which 33 million tourists or 4.3%).

Tourism’s contribution to economic growth
and development could be seen from its exports,
and this according to WTO (2006) represents over
40% of all services exports, which puts it as the
highest category of global trade. WTO (2005)
estimates put tourism to have accounted for 3% to
10% of the GDP in the developing world. Thus, we
find it not surprising that tourism has become a
viable export-oriented economic growth strategy
for the creation of employment and the reduction of
abject poverty. However, despite the popularity and
increasing importance of tourism among continents
of the world and particularly Africa, it has attracted
relatively low attention in economic development
literature. Many studies that examined cross-
country growth rates and development were often
focused on the contributions of exports from either
agriculture or manufacturing sectors, rather than

those of the services sector of the economy. Even
the little literature that focuses on service sector
and more specifically on the tourism sector in
developing countries are mainly concerned with the
estimation and forecasting of tourism demand and
income generation via the multiplier process
(Naude & Saayman, 2004; Bezmen, 2006; Odularu
& Kareem, 2007, Kareem, 2008). It is against this
background that we intend to know whether
tourism exports drive growth in Africa, and to
ascertain if tourism exports could accelerate long
run economic growth.

A review of empirical literature on tourism-
export led growth (TELG) hypothesis show that
most of the studies did not evaluate the long run
relationship as between tourism and economic
growth, but rather they show the effect of tourism
exports on economic growth. Eugenio-Martin,
Morales and Scarpa (2004) consider the effect of
tourism on economic growth in Latin American
countries from 1985 to 1998 using Arrelano-Bond
dynamic panel estimation technique. Also,
Sequeira and Campos (2005) examine the
relationship between international tourism exports
and economic growth using a panel data approach.
Ledo and Iglesians (2007) evaluate the relationship
between tourism activities and local development
in the Spanish Urban Settlement using a time series
analysis. Further, Fayissa, Nsiah and Tadasse
(2007) examine the effect of tourism on economic
growth in sub-Saharan African countries with the
application of dynamic panel data analysis. Thus, it
is as a result of this explicit gap in the literature that
we intend to fill with the use of panel cointegration
test in determining the long run relationship
between tourism and economic growth in Africa.

Furthermore, it was discovered that there is a
gap in establishing the long run relationship
between tourism-exports and economic growth,
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especially at the panel data level. Balaguer and
Cantavella-Jorda (2000) evaluate the role of
tourism in the long run economic development of
Spain using Johansen time series cointegration
approach. One can understand the reason most
studies have not used panel cointegration approach
because it is relatively new in panel data analysis. It
is as a result of this that this study tends to establish
the long run relationship between tourism-exports
and economic growth in Africa.

Africa’s Tourism Trend

Tourism is one of the major global economic
activities. Tourism is said to be an important
ingredient for economic development through its
impact on employment generation, enhancement of
infrastructure provision, generation of income
taxes, exports and by acceleration global peace
(Eilat & Einav, 2004). According to Sinclair
(1999), the contribution of tourism to development
is well documented and tourism is now among the
fastest growing industries in the world.
Competition among destinations has intensified to
attract more and more tourists.

Tourism growth has been impressive in recent
years and this has shown in the number of tourism
arrivals in all countries that increased from 25.3
million in 1950 to 69.3 million in 1960 and later to
165.8 million in 1970. Despite the drag in the
growth rate of tourist arrivals since 1970, world
tourist arrival multiplied by a factor of about 27
between 1950 and 2000 (see figure 1). Thus, from
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25.3 million in 1950, international tourist arrivals
reached 980.0 million in 2011. In terms of global
tourism receipts, the world witnessed an increase in
tourism receipt from US$2.1billion in 1950 to
US$17.9billion in 1970 and later rose to US$106.5
billion in 1980. Due to more and more tourist
arrivals in the world and with their accompany
expenditure, international  tourism  receipts
increased from US$105 billion in 1980 to
US$479.2 billion twenty years after. This
increasing trend continues till 2010, where the total
global tourism receipts amounted to
US$919.0billion (see figure 2). Thus, tourism is
one of the most flourishing sectors in the world
given that its global receipt have grown by 12 per
cent over the last ten years (Durbarry, 2001). This
has led to the case where many countries are setting
targets in attempts to gain the additional income,
foreign currency, employment and tax revenue that
the sector can provide.

It is as a result of this that many African
countries have started tapping the potentialities that
is embedded in tourism and hospitalities.
According to Kester (2003), tourism has the
potential to contribute significantly to economic
growth and development in Africa. Naude and
Saayman (2004) opined that Africa’s cultural and
natural resource endowment are such that it ought
to be benefiting largely from tourism, while
Christie and Crompton (2001) believe that African
has “exceptional” tourism potentials and that it is
increasingly contributing to the continent’s gross
domestic  products (GDP) and  exports.
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Figure 1. World tourism arrivals, 1950-2011 (Million). Source: World Tourism Organisation World Tourism Barometer

(Several Issues).
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Figure 2. World tourism receipts, 1950 — 2010 (Billion). Source: World Tourism Organisation Highlights (Several Issues).

International tourist arrivals to Africa destinations
increased from just 500,000 in 1950 to over 15
million in 1990 (see Figure 3). This increase in
arrivals continued, reached 28.2 million in 2000
and later rose to 49.8 million in 2011. This really
shows that Africa tourist arrivals have been
growing overtime. According to WTO (2003)
figures, Africa tourism has grown significantly
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since 1990. In terms of the continent’s receipts on
global tourism, figure 4 shows that African’s
receipts on international tourism rose from US$100
million in 1950 to US$3.4 billion in 1980, which
later increased to US$6.4 billion in 1990. By 2000,
African  tourism  receipts have risen to
US$10.6billion and reached US$31.6 billion in
2010.

Africa's Tourism Arrivals (1950 - 2011)
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Figure 3: Africa’s Tourism Arrivals, 1950 -2011 (Million).
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Figure 4. Africa’s tourism receipt, 1950 — 2010 (Billion). Source: World Tourism Organisation Highlights (Several Issues).



Literature Review

As it is in the export-led growth hypothesis, a
tourism-led growth hypothesis postulates the
presence of several arguments for which tourism
export would become a main determinant of overall
long run economic growth. Hitherto, it is argued
that tourism brings in foreign exchange that can be
used to import capital goods in order to produce
goods and services in the economy, which in turn
leads to economic growth. This means that it is
possible for tourism to provide a remarkable part of
the necessary development financing. If the
earnings from tourism could be used to import
capital goods or basic inputs for producing goods in
any area of the economy, then, one can say that
earnings from tourism are playing a fundamental
role in economic development. Of course, given
these potentials of tourism, it’s obvious that non-
tourist regions will also gain from it, as a result of
the distribution of the country’s wealth.

However, recently, it is now acknowledged

that tourism could contribute to a rise in income
and economic development as it is in the export-led
growth hypothesis (Adnan Hye and Ali Khan,
2013; Bouzahazah and El Menyari, 2013; Tang and
Tan, 2013). First, it has the potential of enhancing
efficiency through increased competition among
firms and other international tourism destinations
(Bhagwati and Srinivasan, 1979; Krueger, 1980;
Balaguer and Cantavella-Jorda, 2000), and
secondly, it facilitates the exploitation of
economies of scale in local firms (Helpman and
Krugman, 1985).
Further, it is seen that the bulk of the tourist’s
expenditure is spent on the consumption of non-
traded goods and services in the host country and
there exist factors that can either have a positive
role or an unfavourable impact on economic
growth. These non-traded goods and services are
not exportable in the traditional sense due to the
fact that their prices are not determined in the
global market, but rather in the domestic market.
The consumption of these non-tradable goods and
services by tourists has effect on the relative price
and availability of these non-tradable goods and
services for the domestic consumers.

In the literature, a lot of articles have been
written on the relationship between tourism growth
and welfare where tourists consume non-tradable
goods and services and these studies adopt mostly
static framework. In a Komiya (1963) type first-
best model, tourism is always welfare improving.
Also, Hazari and Ng (1993) show that in a
monopoly power framework, tourism may be
welfare reducing, in another article, Hazari and
Sgro (1995) developed a dynamic model in which a
favourable impact of a buoyant world demand for
tourism would have a positive effect on the long
run growth of a small economy. This favourable
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impact is generated by tourism behaviour as a time-
saving device that allows domestic population to
consume now rather than later due to the
requirement of a lower saving rate. Similarly, the
long run development impact of tourism in the
developing countries was examined by Samimi,
Sadeghi and Sadeghi (2011) using P-VAR
approach during 1995 — 2009. They find that there
is a bilateral causality and positive long run
relationship  between growth and tourism
development. These findings confirm the tourism-
led growth hypothesis.

A study on African country was conducted by
Akinboade and Braimah (2010) using granger
causality test to determine the impact of international
tourism on economic development in South Africa
from 1980 — 2005. The study demonstrates the
direction of causality between international tourism
earnings and long run economic growth of South
Africa. They found a unidirectional causality
running from tourism earnings to real GDP, both in
the short run and long run. The error correction
mechanism that was estimated supported this
causality. Similarly, Fayissa, Nsiah and Tadesse
(2007) examine the impact of tourism on economic
growth and development in Africa using a panel
data analysis. They discovered that tourism receipts
significantly contributed to the current level of
gross domestic product and the economic growth of
sub-Saharan African countries as with investment
in physical and human capital. Their findings
indicate that African economies could enhance
their short-run economic growth by strategically
strengthening their tourism industry. Similar results
were discovered by Bouzahazah and ElI Menyari
(2013) when they examine the relationship between
international tourism and economic growth in
Morocco and Tunisia using the error correction
model, cointegration and granger causality test
between real tourism receipts, real effective
exchange rate and economic growth from 1980 —
2010. They concluded that the hypothesis is only
valid in the short run and that the reverse of the
hypothesis is the case in the long run.

A disaggregated study was conducted by Brida
and Giuliani (2012) by empirically evaluating
tourism-led growth hypothesis for “Tirol — Sudtirol
— Trentino” Europaregion. The study looked at the
sub-national transfrontier economies instead of
national economies as often done in most studies.
They concluded that the direct comparison amongst
the results across the border regions that have a
similar international tourism market provides
insights in the understanding of tourism — led
growth hypothesis. Further, Ledo and Iglesias
(2007) study the tourist activities and local
development in the Spanish urban settlement
system. They intend to find out the relationship
between the function of tourism, population growth
and the socio-economic development, taking into
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account the type of tourist activity which is
dominant. The study finds that tourism is running
as an urban and territorial development factor,
generating significant changes in the system of
settlement.

A recent investigation of the tourism — led
growth hypothesis by Adnan Hye and Ali Khan
(2013) for Pakistan between 1971 — 2008 find a long
term relationship between income from tourism and
economic growth, but concluded that income from
tourism has led to economic growth except in 2006 —
2008. They use autoregressive distributed lag model,
while estimating with Johansen cointegration and
rolling window bound testing approach to check the
stability of the model. Brau, Lanza and Pigliaru
(2006) analysed the empirical relationship between
growth, country size and tourism specialization
using a dataset covering the period 1980-2003.
They discovered that tourism countries grow
significantly faster than all the other sub-groups
considered in the analysis. Tourism appears to be
an independent determining factor for growth, the
reason for that is neither because they are poorer
than the average, nor because they are very open to
trade. They also found that small states are fast
growing only when they are highly specialized in
tourism, this finding contradicting with some
previous conclusions in the literature that smallness
per se is not good for growth.

Katircioglu (2011) investigates the tourism —
led growth hypothesis in Singapore using the
bound test to cointegration, error correction model
and granger causality test for the period from 1960
— 2007. His results confirm the existence of long
term equilibrium relationship between international
tourism and economic growth using the real
income growth, which converges to its log — term
equilibrium level. A cross — country analysis was
carried out by Cortes- Jimenez (2006), who studied
the importance of the tourism sector expansion at
the regional level; by focusing on two of the world
wide countries with respect to tourism. The study
analyzed not only the effect of international
tourism but also the importance of domestic
markets. Apart from analyzing the Spanish and
Italian regions separately and collectively, it also
took into account some criteria such as
geographical location of regions. The data for the
study covers the period from 1990 to 2000 using a
dynamic panel-data model of the Arellano-Bond
(1991) and also applied the Bruno (2005) finite
sample correction. The result of the analysis shows
that both domestic and international tourisms have
a significant and positive role in regional economic
growth, despite the fact that each of them becomes
important in different scenario. Thus, domestic
tourism is important for Spanish regions whilst
international tourism is important in Italian regions.
Furthermore, for the coaster regions and
Mediterranean coast region, both domestic and

international are important factors, whereas for
internal regions, only domestic tourism is
important.

Tang and Tan (2013) contributed to the tourism
—led growth hypothesis literature by adopting the
newly developed combined cointegration test and
the recursive granger causality test to re-assess the
stability of the tourism — led growth hypothesis in
Malaysia for 12 different tourism markets. The
finding suggests that growth is conintegrated with all
the 1 selected tourism markets. Also, the recursive
granger causality test shows that this hypothesis in
Malaysia is valid and stable with respect to tourism
arrivals from only 8 out of 12 tourism markets. The
study concludes that not all international tourists
could effectively drive the growth in Malaysia
economy. Similarly, Cortes-Jimenez and Pulina
(2006) assessed if exports and tourism have really
promoted growth by means of the export-led growth
hypothesis and the tourism-led growth hypothesis.
The study used Italy and Spain as the case studies
because of the fact that these countries are the main
developed countries in the Mediterranean area and
important countries regarding the expansion of
tourism. They applied cointegration technique and
multivariate granger causality test. The outcome of
the analysis revealed that exports cause economic
growth in the long run for both countries whilst
only in Spain that tourism appears as a factor that
influences economic growth in the long run.

Sequeira and Campos (2005) evaluate the
effect of international tourism on economic growth
using a panel data analysis. They found that on
average, tourism-specialized countries grow more
than others. This fact is inconsistent with economic
theory as in the endogenous growth theory that
suggest that economic growth is linked with sectors
with high intensity in research and development
(R&D) and thus high productivity as well as large
scale. This study concluded that tourism, on its
own, cannot explain the higher growth rates of
these countries.

Katircioglu (2008) empirically investigated the
role of international tourism in the long run
economic growth of Malta. The cointegration as
well as granger causality techniques were applied
as the main tool to identify the effect of tourism on
growth on the Maltese long-run economic growth
over the period 1980 to 2004. The result of the
study reveals that tourism has a positive and elastic
impact on the Maltese economy. Real exchange
rates depict inelastic effect on growth of Malta. The
granger causality test confirms the bidirectional
causality between tourism growth and economic
growth in Malta. While unidirectional causation
runs from external competitiveness to tourist
arrivals in Malta.

Alper, Muhittin and Ferit (2008) studied the
supply side to the determination of demand for
tourism in Turkey by using factors such as



infrastructure in networks and accommodation
capacity in the hosting country. They used a
dynamic model to estimate the demand function of
tourism in Turkey with respect to its nine major
clients. The conclusion of the study is that there is a
minor word-of mouth effect on the consumer
decision in favour of the destination. Venegas Sr.
and Croes (2007) examined the causal relationship
between tourism expansion and poverty for the
Nicaraguan economy. Using cointegration and
causality tests, the study’s result lend support to the
proposition that tourism has a significant positive
impact on Nicaragua’s economic expansion and
development. The study actually used a regression
analysis to carry out its analysis.

Brida and Risso (2008) investigated the
relationship between tourism and economic growth
for the South Tyrolean economy by using the
Johansen Cointegration technique to obtain a co-
integrated vector among the relevant variables.
They used data from 1980 to 2006 of the GDP of
South Tyrol, the number of foreign tourist in South
Tyrol and the relative prices (RP) between south
Tyrol and Germany. The study found that the
estimated long run elasticity of the real GDG with
respect to tourism demand is inelastic while the
granger causality test shows that causality goes
unidirectionally from tourists and RP to real GDP.
They concluded that tourism —led growth hypothesis
is supported empirically in the case of South Tyrol.

Kaplan and Celik (2008) investigated the
impact of tourism on economic performance in
Turkey over the period 1962-2006. The empirical
analysis of the study was carried out with the use of
VAR procedure. The result shows that there is a
cointegrating vector among real output, real
tourism receipts and real effective exchange rate;
which simply means that tourism has a long-run
effect on output. They also found that the presence
of one-directional causality, indicating that tourism
and exchange rates cause output.

Fayissa, Nsiah and Tadesse (2009) evaluated
the effects of tourism on economic growth in Latin
American countries (LAC). The study used a panel
data of 17 Latin American Countries for the years
that span from 1995 to 2004, which was done
within the conventional neoclassical growth model
framework. They discovered from empirical
analysis that revenue from the tourism industry
positively contributed to both the current level of
gross domestic product and the economic growth of
LAC as to investment in physical and human
capital. The implication of their findings is that
Latin American economies may enhance their
economic growth by strategically strengthening the
tourism industry while not neglecting the other
sectors that promote growth.

Brida and Risso (2009) studied the relationship
between tourism and economic growth for the
South Tyrolean economy by using the Johansen
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cointegration analysis to obtain a cointegrated
vector among the relevant variables and using the
Granger causality to investigate the causality. They
used annual data from 1980-2006 of the GDP of
South Tyrol and the relative prices (RP) between
South Tyrol and Germany. They discovered that
the estimated long-run elasticity of the real GDP
with respect to tourism demand is 0.29 and the
Granger causality test shows that causality goes
unidirectionally from tourism reinforces economic
growth rate but economic growth does not
reinforce tourism. The impulse response analysis
shows that a shock in the number of tourists and
relative prices produce a continuous and sustained
positive effect.

Seetanah, Padachi and Rajid (2011) use the
panel vector autoregressive framework to investigate
the dynamic and endogenous contribution of tourism
to growth in 40 Africa countries in the period from
1990 — 2006. The study found that African
development is influenced by tourism, although
private investment openness, and human capital
remain the main drivers. Also, Dbi-directional
causality exist between national income and tourism
development. A country specific study was carried
out by Salazar (2009) evaluates Tanzania’s tourism
development by looking at the troubled past, the
present challenges and the prospect in the future. He
opined that despite the potential of tourism in Africa,
it has been operated below its potentials. Using the
anthropological approach, he argued that tourism in
Tanzania is firmly embedded in encompassing
processes of localization, nationalization,
regionalization and globalization. A  good
understanding of how these different scales are
connected, disconnected, and reconnected and by
taking into account the interest of all stakeholders
involved, is the basis to integrate Africa hospitality
industry that is sustainable as well as economically
beneficial. The study combines archival records and
recent ethnographic data to show the kinds of
challenges and opportunities this poses in Tanzania.

Research Methodology

This study adapts the export-led growth hypothesis,
which postulates that exports are essential
ingredient for the enhancement and acceleration of
long run economic growth. Theoretically, a lot of
argument had been put forward to justify the
export-led growth hypothesis. There are two
perspectives to this hypothesis: the demand and
supply side. The demand-side perspective argued
that demand growth sustainability cannot be
maintained in a domestic market that is small,
given the fact that economic impulse based on the
expansion of domestic demand is bound to be
exhausted quickly. In contrast, export market
cannot be exhausted and do not involve growth
restriction on the demand side. Agosin (1999)
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opined that as a component of growth, exports
could be a catalyst of output growth. The supply-
side of export-led growth hypothesis, the expansion
of exports could promote and enhance economic
growth through a rise in the total factor
productivity (TFP). This begins with the fact that
an expansion in exports might enhance and
encourage specialization in sectors that have
comparative advantage in the country and it will
lead to reallocation of resources from a relatively
inefficient non-trade sector to the more productive
export sector. Also, Helpman and Krugman (1985)
opined that the growth of exports can increase
productivity by offering larger economies of scale.
In addition, export growth might affect total factor
productivity through dynamic spillover effects on
the rest of the economy (Feder, 1983).

Several studies have concentrated on the rate at
which countries bridge the gap between their current
positions and their destined long-run growth paths.
However, to examine the responsiveness of income
growth rate to revenue generated from tourism and
typical sources of economic growth, we specify a
neo-classical Cobb-Douglass production that was
adapted from Herzer, et el. (2004) with some
modifications in line with this study.

On the basis of the above theoretical
background, the empirical model of the study will
start with a Cobb-Douglas neo-classical production

function, given the fact that Krugman and Obstfeld
(2000) agreed that neoclassical model is a better
model to work with than the classical and specific
factor models.  Since it conveys a deeper
understanding of how resources may drive trade
patterns. Therefore, we adopt Herzer, et al (2004)
neoclassical Cobb-Douglas production function
with some maodifications, in terms of inclusion of
some vital variables;

Y, = AK Lrﬂ (1)
Where Y, denotes the aggregate output of the
economy at time t, (GDP), and A; K, L; are the
levels of total factor productivity, the capital stock,
and the stock of labour, respectively. Given the fact
that we want to know if exports affect economic
growth through increasing productivity, then we
assume that total factor productivity (TFP) could be
expressed as a function of oil and non exports,
capital goods import, investment, education and
energy consumption. The rationale for inclusion of
these variables is to prevent spurious conclusions
regarding ELG hypothesis and to endogenize growth
equation. According to Shan and Sun (1998) any
study that does not consider the endogenous nature
of the growth process, to a large extent, are liable to
simultaneity bias and would give unreliable
conclusions. Therefore, the total factor productivity
is expressed as:

Yo =V, +aoK,, + gL, +~aT,, +bEi+cCY;,_, +dC,, + € .......... (@=))

Where Y, is the real gross domestic product of
country i in time t, |, is country i gross capital
formation at time t, | is the labour at time t in
country i, T, is the total tourist arrivals for country
i, Eitis total energy consumption, v, _, Is the past

value of the real gross domestic product while C,

is the final consumption expenditure of tourists in
destination i at time t. Theoretically, in the growth
equation (2), we expect each of the explanatory
variables to have a direct effect on the real GDP,
that is, the coefficients oc, 5, a, b, ¢, d > 0. The
dynamic panel estimation technique was adopted”,
while efforts were made to test the panel properties
of the panel data through panel unit test?, however,
long run relationship in the model was ascertain

Table 1. Descriptive analysis.

through Pedroni panel cointegration test>.This
study covers the period from 1990 — 2011 for thirty
African countries.

The Results

The descriptive result is shown in table 1 below.
From the table, it could be seen that the average
real GDP for the 35 selected African countries in
this study is about $17.4 billion during the period
under review, while the corresponding tourist
arrivals and total consumption expenditure for
Africa are 1.02 million and $13 billion,
respectively. There is high disparity in the real
GDP of the selected countries and this could be
seen in the standard deviation which is high,
though this is relatively low for tourist arrivals.

Y T, (O K L. Eit

Mean 17385.99 1.019681 13043.42 3560.996 7308440. 20853.83
Median 4784.875 0.277000 3318.135 1127.580 4073154. 8530.000
Std. Deviation 33964.93 1.916097 28013.78 6923.191 9652643. 33331.31
Skewness 3.461513 3.025010 4.623674 3.726204 2.587045 2.976994
Kurtosis 17.25593 13.04629 31.42325 20.87680 11.22560 12.87093
Jacque-Bera 4353.436 2309.369 15597.18 6564.570 1648.620 1528.180
Observation 416 403 419 420 419 276




The Dynamic Panel Result

This study used two different outcomes of the
dynamic generalised method of moment (GMM)
analysis, vis a vis, difference and the orthogonal
deviation. The dynamic analysis shows that

Table 2. Dynamic panel result.
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virtually same results were obtained for both
outcomes of the model®. Except for the fact that in
the difference equation result, the lagged real gross
domestic product is not statistically significant,
while in the orthogonal deviation, all the
explanatory variables are statistical significant.

Variable Difference Orthogonal Deviation
Coefficient T-Statistic Coefficient T-Statistic
T 10.1526 12.1086 4.3259 12.7793
it (0.0000)*** (0.0000)***
K 0.7358 3.9960 0.7633 7.1574
it (0.0001)*** (0.0000)***
Eit 0.6003 10.8538 0.7487 18.4882
(0.0000)*** (0.0000)***
Y. 0.0585 0.8014 0.5135 10.0642
it (0.4238) (0.0000)***
|_i -0.0006 -4.4157 -0.0010 -9.5659
t (0.0000)*** (0.0000)***
C -0.1023 1.8384 -0.2455 6.9641
it (0.0547)** (0.0000)***
J-Statistics 56.1870 175.8193

Note: *, ** and *** denote 10%, 5% and 1% level of significant.

The dynamic GMM results indicate that the
international tourist arrivals, a measure of tourism
export has a significant direct relationship with
African economic growth, such that for every
tourist arrivals there will be 10% and 4% increase
in the level of economic growth for the difference
and orthogonal deviation, respectively. This result
conform with the studies of Vanegas Sr and Croes
(2007), Eugenio-Martin, Morales and Scarpa
(2004), Fayissa, Nsiah and Tadesse (2009). Also,
the gross capital formulation has a significant
positive relationship with growth in African, that is,
for every 100% increase in gross capital formation
there will be about 74% rise for difference
equation, while that of orthogonal deviation is 76%
rise in African growth.

The level of energy consumption in Africa
increases as economic growth rises. This shows
that there has been considerable increase in the
level of economic activities in the continent,
though; they might be from the non-industrial
activities, such as individual or domestic energy
consumption. The proportion change that will
occur to economic growth due to addition increase
in the level of energy consumption on the average
of both models is about 68%. It could be seen from
table 2 that economic growth in the present period
responded positively to its past values. This means
that, the previous values of the real GDP positively
determines the present value of the real GDP.
However, labour force is inversely related to
African economic growth. This is due to the fact
that there are pools of unemployed youths in the
continent. Both models (difference and orthogonal
deviation) give same results that the more the

number of people in the bracket of labour force, the
lower growth level experienced (see Kareem 2008).
As many of the unemployed people take to anti-
social vices in getting their livelihood, such as
crime, fraud, rent-seeking, militancy (e.g. Niger
Delta of Nigeria), etc. It is interesting to know that
the level of total consumption expenditure in Africa
is inversely related to economic growth. This
reason that is easily available for the result is that,
most of expenditures that were made in Africa
were channelled to unproductive economic
activities, such that it did not have any meaningful
growth impact of African economies. The
democratic structures of most African governments
are too expensive, which give room for corruption
and misappropriation of public funds that ought to
have been used for the provision of infrastructures
that would the growth of tourism and other sectors
of their economies.

The result of the panel data properties shows
that real gross domestic product (y, ), tourist

arrivals (T, ), gross capital formulation (<, ),
number of labour force (L, ), total consumption
expenditure (c, ) and total energy consumption (

E. ) are integrated of I(1) in the Levin, Lin and
Chu t*, and Im, Pesaran and Shin panel unit root
tests. But using the Hadri Z panel unit root test,
they are all integrated of order zero, i.e. 1(0)
variables. This means that these variables that are
integrated of order one, i.e. I(1) in the LLC and IPS
unit root tests have their probability values not
statistically significant at the conventional 5%
significant level in the level but rather significant at
their first difference (see table 3).
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Table 3. Summary of panel unit root result.

Variable Levin, Lin and Chu t* Im, Pesaran and Shin Hadri Z
Level 1% Dif. Order Level 1'Dif. Order Level 1%Dif. Order

Y 0.87 0.00 1() 1.00 0.02 1(2) 0.00 - 1(0)
T, 0.10 0.00 1() 0.99 0.00 1(2) 0.00 - 1(0)
Eit 0.99 0.00 1(1) 1.00 0.03 1(2) 0.00 - 1(0)
K, 0.25 0.03 1(1) 0.50 0.04 1(2) 0.00 - 1(0)
L, 0.76 0.02 [() 0.82 0.01 1(2) 0.00 - 1(0)
C. 0.37 0.00 1() 0.99 0.04 1(2) 0.00 - 1(0)

it

Note: The figures in the tables are probability values

Table 4 shows the result of the Pedroni panel
cointegration test. We have used the individual
intercept as the deterministic trend specification
and the kernel method-Bartlett has been used for
the spectral estimation, while the Newey-West

Table 4. Pedroni (Engle-granger based) cointegration result.

automatic has been selected for the Bandwidth. The
Pedroni panel cointegration test provides eleven
test statistics for the panel cointegration, which
evaluates the null hypothesis against both the
homogenous and heterogeneous alternatives.

Alternative Hypothesis: Common AR Coefs. (Within-Dimension)

Test Statistic Prob. Weighted Prob.
Statistic

Panel V- Statistic -3.010370 0.0043 -3.023768 0.0041
Panel rho- Statistic 5.742668 0.0000 4.387820 0.0000
Panel PP- Statistic 1.956146 0.0539 -4.978444 0.0000
Panel ADF- Statistic 2.310925 0.0276 1.482222 0.1330
Alternative Hypothesis: Individual AR Coefs. (Between-Dimension)
Group rho-Statistic 6.506463 0.0000 - -
Group PP-Statistic -7.983015 0.0000 - -
Group ADF-Statistic 1.313668 0.1683 - -

In this study, nine of the eleven statistics in the
Pedroni panel cointegration test reject the null
hypothesis of no cointegration at the conventional
size of 0.05. This means that there is cointegration
in the study, which establishes long run relationship
between international tourism exports and
economic growth in Africa. Also, the forecast
ability of the tourism-export led growth hypothesis
has been established in this study. That is, tourism
exports could be used to forecast future economic
growth in Africa and there will not be loss of
information in the prediction. Thus, there is long
run relationship between international tourism-
exports and economic growth in Africa. Kaplan and
Celik (2008) and Eugenio-Martin, Morales and
Scarpa (2004) got similar results.

Conclusion

In this study, we have examined the degree of
association and direction of causality between
international tourism exports and economic growth
in Africa and at the same time show whether there
is long run relationship between them. The trend of
Africa’s tourism-exports has been shown in
comparison with other regions of the world. Further,

African sub-regional tourism exports analysis is
done in order to show the sub-region that accounts
for the highest tourist destinations in Africa.

The study discovered that there is a significant
positive relationship between international tourism
exports and economic growth in Africa. The result
further shows that African growth will multiply on
the average, seven times the number of tourism
exports to the destinations. However, after using
the panel cointegration test that is put forward by
Pedroni (1999, 2004), we were able to establish
that there is long run relationship between tourism-
exports and economic growth in Africa, which
simply means that tourism could be used by
African countries to drive economic growth in the
continent. Also, it is discovered in this study that
there is feedback causality between international
tourism exports and economic growth. This is
expected because most African countries still use
their income to improve the level of tourism
infrastructure and sites that are available in their
countries in order to woo tourists to their
destination so that there will be increase in the level
of economic activities in the sector, which will
thereby accelerate long run economic growth. The
implication of this result is that tourism could be



used to propel long run economic growth,
especially with the recent drive of most African
countries to diversify their economies from the
natural resources dependence. Further, countries
could use their growth to improve and propel
tourism development.

Thus, the study concludes that African
international tourism exports have the potentials of
translating to long run economic growth and that
the economic growth that is experienced by African
countries especially the mineral exporting ones
could be wused to enhance tourism exports.
Therefore, African countries should embark on the
provision of tourism infrastructure, sites, facilities
e.t.c. that can enhance tourists’ choice of African
destinations. Enabling tourism environment that
will attract investors in the tourism industry in
African destination should be put in place. While
the issue of security of lives and properties of
potential tourist and other factors that will enhance
tourism-exports should be given utmost attention.
To this end, a clear policy is necessary in order to
guide the development of the sector in line with the
macroeconomic aspiration of each country.

Notes

1.  See Arellano and Bond (1991) for detail specification.

2. For detail analyses see Maddala and Wu (1991); Hadri
(1999); Choi (1999); Bharagava et al. (1982), Quah
(1994), Levin & Lin (1992), Im, Pesaran & Shin (1997), etc.

3. Pedroni (1999 & 2004) give adequate information on panel
cointegration analysis.

4.  This is in terms of the signs of the degree of association
and the significancy of the variables.
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