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The study examines the role of tourism as a potential driver of economic growthina
middle-income economy. Specifically, the study analyzes the short run relationship
between economic growth and tourist expenditures using annual time series data
from 1980 to 2015. The study is motivated by the fact that tourism is being given
priority in devising strategies for rural and national development. Botswana has en-
joyed economic growth since independence at an annual average of 9%, which is
considered one of the fastest in the world. Though mining revenues have been given
the credit for the development of the economy; it is also important to realize the con-
tribution of other important sectors like tourism in the context of an emerging econ-
omy. Using the vector auto regression approach, the study supports unidirectional
causality moving from tourist expenditures to growth. Findings show that growth
responds immediately to shocks in tourist expenditures up to six periods. However,
tourism expenditures are not a key driver of growth and their effect on growth face
diminishing returns. Demand side policies should focus on reducing inflationary
pressures, which improves demand for products by tourists and increases growth.
Supply side policies should focus on providing adequate finances to tour operators
and tax incentives. These can improve the level of innovation and infrastructure
development that are important in extending the impact of tourist expenditure on
growth beyond six periods. They will also improve the contribution by ¥p1 inflows
in improving tourist expenditures.
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Introduction

The development of tourism and its contribution to
growth and poverty reduction has gained popular-
ity in recent years. Pioneering work (Lea, 1988; Sin-
clair, 1998) shows that tourism can promote economic
growth through creating employment and income
generation. The tourism sector is still emerging and
it is highly labor intensive, which can contribute pos-

itively to the socio-economic wellbeing. The rise in
tourist revenues boosts foreign exchange income, in-
creases employment potential and brings economic
growth (Samimi, Sadeghi, & Sadeghi, 2011). The pro-
ceeds from tourist activities also act as a form of ex-
port income which can be used subsequently for in-
vestment purposes in the goods market. The national
economy benefits from taxes extracted from increased
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revenues. Tourism development brings growth in crit-
ical sectors like agriculture, manufacturing, retail and
transportation. The growth in the tourism sector is
expected to continue as countries develop and their
incomes rise. This allows people to have extra in-
come to spend on leisure, which requires countries
to develop strong tourism sectors to take advantage
of the growth patterns (McCatty & Serju, 2006). On
the global front (United Nations Conference on Trade
and Development 2013), the market share of tourist
attractions of emerging economies made a huge in-
crease of between thirty and forty seven percent in
2010. Emerging economies are growing faster than de-
veloped economies as tourist destinations for people
from developed economies. Tourist arrivals in Sub Sa-
haran Africa had grown by 14% between 2009 and
2010. This was represented by an increase from 20.5
million to 21.5 million in the two years, and this fur-
ther increased to 28 million tourist arrivals in 2015
(RETOSA, 2011). The United Nations World Tourism
Organization (2004) also shows that tourism accounts
for approximately 55% of service sector exports.

The direction of causality between tourism and
growth remains unsettled. Previous studies acknowl-
edge the potential for growth to drive tourism and,
alternatively, the existence of a tourism led growth hy-
pothesis (Makochekanwa, 2013; Holzner, 2010; Samimi
et al,, 2011). Results have been sensitive to the measure
of measures for growth and tourism, and more so on
the data set employed. This leaves policy makers in dif-
ferent countries having no proper direction to follow.
Findings generated elsewhere are not tenable in the
context of Botswana, where discussions are ongoing
on how to diversify the economy. Lack of clarity on the
direction of causality leaves room for further interro-
gation in the context of Botswana. Whilst acknowledg-
ing studies done in an African context (Padachi, See-
tanah, & Rojid, 2010; Nkurayija, 2011; Makochekanwa,
2013), this study extends the current knowledge by fo-
cusing on Botswana with a different data set and where
no similar work has been done. The connection be-
tween tourism and growth is not automatic, but it de-
pends on the national strategy, level of openness, insti-
tutional and regulatory framework. This makes results
from country studies irrelevant in the context of other
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economies. This study seeks to determine the impact
of tourism on growth in the short run, and vice versa.
It seeks to find out whether or not economic growth
leads to tourism, and vice versa? How do innovations
and shocks in tourist expenditures influence growth
in Botswana?

The study confirms that tourist expenditures’ Gran-
ger-cause growth. The latter responds immediately to
shocks in later, up to six periods. The study suggests
the existence of diminishing returns to scale which
suggests that effective policies are required to sustain
the impact of tourism expenditure on growth. Tourism
expenditure is not a key driver of growth in Botswana,
but it is making marginal contributions despite the
potential that it has. The level of Foreign Direct In-
vestment (FDI) is important in increasing the level
of tourist expenditures in the short term. Policies at-
tracting D1 will subsequently improve indirectly as
it works through attracting more tourists. In the case
of Botswana, keeping low levels of inflation has a two-
fold effect: Improving the level of growth and attract-
ing more tourist expenditures. These are all benefi-
cial to the economy as confirmed by the results on
causality. The rest of the study is organized as fol-
lows: Section two explains the developments in the
tourism sector and connection with growth, section
three reviews literature on the connection between
economic growth and tourism development, section
four explains the data methodology employed in this
study, section five discusses the results and section six
concludes and gives policy recommendations.

Tourism Expenditure and Economic Growth

in Botswana

Botswana is a middle-income country, within the
Southern Africa Development Community (SADC),
with a population of about two million. Tourism is
one avenue for addressing poverty without reliance
on diamond revenues. The country has many wildlife
species in Chobe and the Okavango Delta which gen-
erate tourist activities. The Botswana Tourism Master
Plan (2000) shows that 17% of the country is desig-
nated as national parks and game reserves, and at least
20% are wildlife management areas. The Okavango
is the largest inland wetland habitat in the world oc-
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cupying 13,000 km®. The other national parks, like the
Central Kalahari Game reserve and Kgalakgadi Trans- 25
frontier Park are not visited frequently by tourists.
The country is recognized as a global tourism des- A
tination of choice, thus the need to exploit the tourism = A\ / \
potential. Tourist expenditure comes from those in M

transit, business, leisure, and those visiting friends
and relations (Ministry of Environment, Wildlife and
Tourism, 2007; Joseph et al., 2010). The tourism sec-
tor witnessed an increase in holiday makers of 90%
between 1993 (106,800 visitors) and 1998 (203,172 vis-
itors). The number of rooms grew by 33% during the
same period. In 1998, employment within the sector
was around 4.5% of the employed labor force. Thus,
the contribution of tourism to economic growth has
been in the form of visitors’ expenditure, national out-
put, foreign currency earnings, creation of employ-
ment and improved government revenues (Botswana
Tourism Master Plan, 2000). The amount of tourist
expenditures (T TE) as a percentage of Gross Domestic
Product (GDP) has increased over the years (Figure 1).
It has increased from below 3% in 1980 to 11% in 2015.
This has performed better than the contribution of to-
tal tourist expenditure in sapc (TTEsDC) which has
increased from 2% to 9% over the same period.
Tourist expenditure patterns as a percentage of
GDP have been improving over the years. Figure 2
shows that domestic tourism expenditure (DTs) has
contributed more as compared to other types of ex-
penditure like business tourism expenditure (BTE)
and leisure tourism expenditure (LTE). The highest
contribution of 4.1% has been made by pTs, while
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Figure3 Botswana GDP Growth Rate (Percentage)

BTE contributed only 1%. A huge potential on driving
growth may be received from pTs and LTE, which
can be sources for diversification. During the years
of the global financial crisis (2008/2009) expenditure
patterns fell, but they show improvements after 2010.

The growth rate in GpP (Figure 3) has remained
positive since the year 1980, however it fell from be-
ing above 15% (1988) per annum to the current level of
about 3.5% (2015). In 2009, it fell to negative 8.5%, due
mainly to the effects of the global financial crisis and a
huge recovery was made within a year to positive 7.6%.
The growth rate in GDP is projected to remain below
5% beyond 2015, and it has been unstable, which can
be explained by changes in commodity prices.

Review of Literature
The connection between tourism and growth has been
given attention by several researchers. Basically, there
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are three strands in literature: The first supports a
tourism led growth hypothesis. Evidence from the
World Travel and Tourism Council (see www.wttc.org)
shows that tourism expenditure contributes to growth
by generating income, employment, investment and
exports. It can have both negative and positive ef-
fects, depending on the level of planning and devel-
opment in a nation. Similarly, Nkurayija (2011) shows
that tourism provides potential for diversification by
attracting foreign direct investment, creating employ-
ment and boosting other government revenues. This
is critical in the context of Botswana.

According to Makochekanwa (2013), tourism con-
tributes to economic growth in varying proportions
within different countries. The impact of tourism on
growth was more significant in the Seychelles and
Mauritius. The study found that a 1% increase in tour-
ism led to a 0.16% increase in GDP within the sapc.
Again, Narayan, Narayan, Prasad, and Prasad (2010)
found that a 1% increase in tourism exports led to
a 0.72% and a 0.24% increase in GDP in long and
short runs respectively. These results are supported by
Aleemi and Qureshi, 2015, who showed that tourism
receipts have a significant and positive effect on GDP.
They are contributing at least 0.24% of the GpP for
Pakistan. Similarly, Wang and Xia (2013) support the
existence of a dynamic long run relationship between
tourism and economic growth. However, the study
shows that, in the short term, GDP Granger causes
tourism revenue and not vice versa. Tourism was
found to benefit tourism dependent countries by caus-
ing average economic growth rates through high in-
vestment in capital in the form of infrastructure (Holz-
ner, 2010).

On the other hand, Adamou and Clerides (2009a)
argue that tourism specialization brings high growth
rates at low levels of specialization. This is followed by
diminishing returns, which results in tourism mak-
ing a small contribution to growth. Hence, tourism
led growth fails to be sustainable beyond a certain
level of growth, which calls for other factors to take
growth forward. Tourism (Eugenio-Martin, Morales,
& Scarpa, 2004) is adequate for growth in medium
income countries and low-income countries, but it is
not necessary for developed nations. Their study ar-
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gues that tourism only benefits countries where there
is adequate infrastructure and human capital.

The second strand focuses on a fed back hypoth-
esis which supports bidirectional causality between
the two variables. Work has been done by several re-
searchers and summarized as follows: Samimi et al.
(2011) examined a causality and long run relation-
ship between economic growth and tourism develop-
ment using panel data and panel vector autoregression
(panelvar) approach. The study shows bidirectional
causality between the two variables in the short term
and supports the positive impact of tourism develop-
ment on growth. Similarly, Padachi et al. (2010) used a
panel VAR approach and found bidirectional causal-
ity between the two variables using selected African
countries.

The third strand argues that economic growth
and tourism sector development have an insignifi-
cant relationship. McCatty and Serju (2006), show
that the output multiplier for economy was small, such
that, for every one dollar spent in the tourism sector,
there would be one dollar increase in output which
would drive employment by only 0.3 percent. Simi-
larly, Homafar, Honari, Heidary, Heidary, and Emami
(2011) examined the role of tourism on economic de-
velopment, and their findings show that the impact of
tourism on income production was minimal. Further-
more, Ekanayake and Long (2012) examined the link
between the variables using data for developing coun-
tries. Results fail to provide evidence in support of the
tourism led growth hypothesis. The positive elasticity
of tourism revenue with respect to real income was
statistically insignificant.

Data and Methodology

This study employs annual time series data for Bo-
tswana for the period 1980 to 2015. The period was
chosen based on the availability of data on key vari-
ables. The study employed a vector autoregression ap-
proach after establishing that the two main variables
(economic growth and tourism expenditure) were not
cointegrated. The study employed the method by Jo-
hansen to test for cointegration (1995). Impulse Re-
sponse Functions (IREF) were used to test how each
variable would respond to shocks made on another,
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and Forecast Error Variance Decompositions (FEVD)
were used to test whether or not tourism expenditure
was a key driver of economic growth. The variables
employed, as explained hereunder, are as follows:

Economic growth (GDPG)

= f(TO, TTE, FDI, CPI). (1)

In this study, the vector autoregression (VAR) tech-
nique has been employed to explain the interdepen-
dences among variables. It is useful in examining the
dynamic behavior of economic time series and for pol-
icy analysis. In a VAR system of equations, the behav-
ior of a variable can be caused by its own changes in
the past or by changes in other variables (Green, 2012).
The causality between growth and tourism can be esti-
mated using a bivariate auto-regression stationary se-
ries. In this study, there are three control variables,
and, as such, a multivariate VAR is specified as follows:

p p
GDPG; = f3, + ZﬁkTTEt—k + Z YKTO—k
k=1 k=1

p p
+ Z ViEDI;_f + Z PrCPL;_k
k=1 k=1

P
+ Z WkGDPG;_k + &. (2)
k=1

p p
GDPG; = @ + Z akGDPG_k + Z O0xTOs_k

k=1 k=1
P P
+ Z OLFDI;_j + Z QKCPL;_k
k=1 k=1
p
+ Z NkTTEk + &t (3)

k=1

where B, is a constant, coeflicients are represented
by B8, ¥, v, ¢, w, @, 8, 6, ¢, 7 and & is an error term.
Economic growth is represented by growth in Gpp
(cpPG). This is measured as an annual percentage
growth rate of GDP at market prices based on constant
local currency. GDP is the sum of gross value added by
all resident producers in the economy, plus any prod-
uct taxes and minus any subsidies not included in the
value of the products. Trade Openness (T0) was mea-
sured as total exports and imports divided by total
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Table1 Pairwise Correlation

Variable  Loggdppc TTE TO EDI
Logdppc 1

TTE 0.7833% 1

TO 0.0553 —0.0076 1

FDI 0.1615 0.1669 -0.334 1
Notes * Significant at 5% level.

GDP. Foreign Direct Investment (FDI) was measured
as total foreign capital net inflows on investment. In-
flation was measured by the Consumer Price Index
(cpi). It reflects the annual percentage change in the
cost to the average consumer of acquiring a basket of
goods and services that may be fixed or changed at
specified intervals, such as yearly. Data for all the pre-
ceding four variables were obtained from The World
Bank (http://data.worldbank.org). Total tourist expen-
diture as a percentage of GDP (TTE) was used to cap-
ture the effect of tourism on economic growth. This
was obtained from World Travel and Tourism Coun-
cil (see www.wttc.org) and (see www.gov.bw).

The estimations proceeded as follows. We first
tested for the presence of multicollinearity, using pair-
wise correlation, in the variables to avoid having spu-
rious results. Stationarity tests were done using aug-
mented Dickey Fuller (1979), the optimal lag length
was tested using the Akaike Information Criterion
(a1c) and causality tests were done using the method
by Granger (1969).

Discussion of Findings

The results using pairwise correlation (Table 1) show
that there was no problem of multicollinearity in the
data. A positive correlation is suggested between eco-
nomic growth and all three variables. This suggests
that as the variables increase economic growth is ex-
pected to rise.

The summary statistics (Table 2) were used to
explain the behavior of variables during the period.
There was a total of 36 observations with mean values
ranging between 3.17 and 102.69, being for FpI and
TO respectively. The average growth rate was 5.40%
per annum during the period. Trade openness showed
the highest volatility, which shows that the flow of
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Table 2 Summary Statistics Table 4 Test for Cointegration: Johansen Method

Item Loggdppc TTE TO FDI (1) (2) (3) (4) (5)
Mean 3.6274 8.8925 97.2128 3.1386 None 0.549676 64.87093 69.81889 0.1165
Min 3.3079 5.7315 85.8304 0.0377 At most 1 0.434117 37.74617 47.85613 0.3132
Max 3.8753 12.2221  123.7871 13.4551 At most 2 0.280746 18.38769 29.79707 0.5376
SD 0.1862 2.3569 10.1030 3.2318 At most 3 0.139328 7.183301 15.49471 0.5565
Kurtosis 1.4280 1.4418 3.1628 5.2149 At most 4 0.059394 2.081861 3.841466 0.1491
Skewness 0.0401  —0.0248 0.9532 1.6240 Notes Unrestricted cointegration rank test (trace). Column
Notes N = 29. headings are as follows: (1) hypothesized No. of ck(s), (2)

Table 3 Results for Unit Root

Variables Levels First difference

(1) (2) (1) (2)
TTE -1.093 0.7076 -6.1798 0.0000
GDPG -3.843 0.0058
TO -1.921 0.3189 -5.0278 0.0002
FDI -3.955 0.0044
CPI -2.434 0.1402 -8.542 0.0000
Notes Column headings are as follows: (1) test statistic, (2)

probability.

trade between Botswana and her trading partners was
not stable during the period. The least variable was
economic growth, which remained around 5.09 on
average. FDI, cPI and GDPG were distributed nor-
mally, while the other variables were not distributed
normally since their value of kurtosis was below 3. Ev-
idence shows that all variables were skewed positively.

Table 3 shows that TTE, TO and cPI became sta-
tionary after first differencing. The probabilities given
by Mackinnon were below 1%. The other two variables
(cDPG and FDI) were stationary at level. Variables
were used in estimations at their level of stationarity.

Table 4 shows that the variables are not cointe-
grated. The p-values were higher than 5%. This means
that economic growth and tourist expenditure are re-
lated in the short term. This result suggests that the
method by Granger (1969) should be employed in the
analysis.

Findings on Causality
The results (Table 5), show that there is unidirectional
causality moving from tourist expenditures to eco-
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eigenvalue, (3) trace statistic, (4) 0.05 critical value, (5) prob-
ability (MacKinnon-Haug-Michelis (1999) p-values).

Table 5 Granger Causality Wald Tests

Equation Excluded X DF Prob. < y*
p_loggdppc D.TTE 17.444 4 0.002
p_loggdppc D.TO 3.387 4 0.495
p_loggdppc D.FDI 15.570 4 0.004
p_loggdppc All 30.315 12 0.003
D_TTE p.loggdppc 21.230 4 0.000
D_TTE D.TO 8.004 4 0.091
D_TTE D.FDI 6.883 4 0.142
D_TTE All 51.837 12 0.000
D_TO p.loggdppc 25.411 4 0.000
D_TO D.TTE 40.076 4 0.000
D_TO D.FDI 25.667 4 0.000
D_TO All 70.479 4 0.000
D_EDI p.loggdppc 11.482 4 0.022
D_FDI D.TTE 6.606 4 0.158
D_FDI D.TO 2.189 4 0.701
D_FDI All 22.772 4 0.030

nomic growth and not the other way round. This
shows that the level of economic growth is sensitive
to the level of expenditure by tourists. Specifically, the
study shows that tourism expenditure has a positive
impact on economic growth in the short term. The
level of tourist expenditures can be useful in predict-
ing the level of economic growth. Results in this study
are consistent with previous studies (Nkurayija 2011;
Makochekanwa, 2013; Adamou & Clerides, 2009b;
Aleemi & Qureshi, 2015) which show that growth is
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driven by expenditure on tourism. The increase in the
level of growth is less than the proportional to the in-
crease in tourist expenditures. The small contribution
to growth is as a result of diminishing returns that are
experienced in the short term. Findings show that the
increase in growth from tourist expenditures may not
be sustainable beyond certain levels. This finding is ex-
plained further by results from the Impulse Response
Functions (1RF) discussed below.

The other key observation from the study is that
growth can be explained by inflation. The study shows
that causality between inflation and growth is unidi-
rectional. It moves from the former to the latter. The
study also shows that inflation can be helpful in pre-
dicting the levels of tourist expenditures in the short
run. Causality moves from the latter to the former,
which shows that the level of tourist expenditures is

explained by inflation. The expectation is that low
levels of inflation would attract more expenditure by
tourists since services would be cheaper. This would
eventually result in higher growth rates in the short
term. These results have policy implications for mon-
etary authorities.

The other important finding is that Foreign Direct
Investment is useful in explaining the level of tourist
expenditures. The former may provide opportunities
for improving infrastructure which is critical for de-
velopment of the tourism sector. In the event that Fp1
is used for improving infrastructure, it will be possible
have high growth.

This is consistent with evidence from previous
studies (Holzer, 2010; Malaj & Kapiki, 2016). These
studies show that investment in infrastructure is one
way of extending the influence of tourist expenditures
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Figure 5 Forecast Error Variance Decomposition (Variance Decomposition +2 SE)

on growth. It also increases the flow of tourists into
a country as they enjoy better facilities. The level of
openness has not been found to influence levels of
growth and tourist expenditures during the review pe-
riod.

Impulse Response Function & Variance Error Factor
Decomposition

The study also tested how changes in TTE would af-
fect growth and vice versa. The findings in Figure 4
show that tourist expenditures respond significantly
to shocks from growth and changes to its own levels.
Shocks from the growth are expected to have imme-
diate impact on TTE until the seventh period. Again,
TTE is expected to respond immediately and signif-
icantly to its own changes until the 8th period. The
study shows that TTE would not respond to shocks in
growth and its own levels after the 8th period. This
may mean that other factors may be important in sus-
taining the growth in TTE. On the other hand, shocks
to TTE would have an effect on growth starting from

the same period. The impact of TTE on growth would
last until the 6th period. This may be the time at which
diminishing returns set in, as suggested by Adamou
and Clarides (2009b). Again, shocks to growth are im-
portant in explaining the levels of growth in the future.
The impact of changes of growth rate on growth is im-
mediate, but it would subside after the 6th period.

The study used FEVD tests to establish the main
drivers of growth and tourist expenditures. Findings
(Figure 5) show that tourist expenditures are not the
main driver of economic growth. The study shows that
increased expenditures by tourists explain around 10%
of changes in growth. The changes in growth are ex-
plained mainly by its own changes, which accounts for
over 80% of variations. The study also shows that eco-
nomic growth does not explain many of the variations
in TTE. In other words, the former is not a key driver
of the latter. Evidence shows that changes in TTE are
driven mainly by its own changes. Again, TTE is ex-
plaining over 80% of its own changes. Findings in this
study have key policy implications.
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Conclusion and Policy Recommendations

The study sought to determine the impact of tourism
development on economic growth and vice versa, to
examine the response of economic growth to shocks
in tourism expenditure and vice versa, and to test
whether or not tourist expenditures are a key driver
of economic growth. The study employed a vector
auto regression approach to explain the dynamic re-
lationship between economic growth and tourist ex-
penditures. The key findings of this study support the
tourism led growth hypothesis. This is not consis-
tent with results by Rajapakse (2016a; 2016b), which
show that GbP Granger causes tourism development.
Tourism expenditures are important in explaining the
short run growth. Tourism expenditures have a sig-
nificant and positive impact on economic growth.
In other words, tourism expenditure Granger causes
short term growth. This is consistent with previous
findings (Mazghouni & Goaied, 2015; Gupta, 2015),
which show that tourism is a key sector in develop-
ing economies, as it improves inclusive growth. The
contribution of tourist expenditures to growth suf-
fers from diminishing returns. This is shown by the
IRF result, which provides evidence that tourist ex-
penditures affect growth positively for up to six pe-
riods. The level of growth in previous periods was
found to be important in explaining future levels of
growth. This is also supported by 1RF results, which
show that growth responds quickly to its own shocks
for up to six periods. The study showed that the main
driver of growth was its own expenditure. This evi-
dence is given by FEVD results, which show that pre-
vious levels of growth explain at least eighty percent of
changes in future growth. Consistent with Rajapakse
(2016a; 2016b), the level of tourist expenditures (TTE)
is explained by FDI, which is important for putting
in place suitable infrastructure. Lack of adequate in-
frastructure (Abdin, 2016) has been seen as a major
hindrance to influx of tourists and, hence, low tourist
expenditures. Causality moves from Fp1 to TTE. The
former is important, particularly in sustaining the
contribution of TTE to growth. Surprisingly, TTE was
not found to be the key driver of growth. This re-
sult could have been obtained because of the lim-
ited number of control variables used in the model.

Do TouRrisT EXPENDITURES MATTER FOR GROWTH?

TTE is driven mainly by its own levels in the previ-
ous periods, and they respond to shocks in growth
immediately. The study provides several policy impli-
cations: The government should focus on containing
any inflationary pressures in the economy as this im-
proves short growth and levels of TTE. Inflation affects
growth directly by improving output, and indirectly
by improving expenditures by tourists as they enjoy
lower prices for services. Policy makers should focus
on attracting more FDI, as this sustains the contribu-
tion of tourist expenditures on growth. FpI inflows
extend the effect of tourist expenditures on growth
beyond the suggested six periods. Economic growth
can be underpinned by revenues received from the
tourism sector. The upgrading and maintenance, by
using FDI flows, of tourist facilities, attracts more visi-
tors, who will then spend more as they come for leisure
and business trips. The country needs to take advan-
tage of the more tourist attractions available by giving
more incentives for people to stay longer at tourist
facilities and spend more while in the country. Ex-
penditures can be improved by focusing on the supply
side. This means better quality products and services
in line with tourists’ taste should be made available.
Incentives should be given to support innovation by
tourist operators, and competition should be encour-
aged, as this improves quality and competitive pricing.
Tax concessions can be given to new tour operators to
promote entry into and stabilization in the industry.
Availability of finance by local financial institutions
can be channeled to the tourism sector to increase
the capacity to develop more infrastructures, which
brings growth to the economy. Infrastructure can be
in the form of more tourist facilities, health care and
roads. Continuous improvement of immigration laws
will promote entry by visitors who are coming on holi-
day and/or business. According to Gupta (2015), it will
also attract more FDI into the sector, which is vital
for growth. Generally, the study supports the possibil-
ity of diversifying the economy using non-traditional
sources of growth, tourism development. More stud-
ies may need to focus on exploring the potential of
tourism development on growth and diversification.
This may be done by considering the contribution of
different flows from tourism, which can be business,
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leisure, domestic and foreign. It is still plausible to look
at how tourism can contribute to social development.
Studies can look at how tourism can improve welfare
and reduce levels of economic ills like unemployment.
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