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Abstract


This study expands the tourism development literature by examining how currency valuation and financial sector maturity influence the tourism–growth relationship. While prior research emphasizes direct or bidirectional causality, this study distinguishes itself by exploring the mediating and moderating roles of financial development and exchange rate stability. Using an instrumental variables approach and empirical data from Africa, we find that exchange rates and financial development partially mediate tourism’s effect on economic growth, particularly in economies with weaker currencies and more developed financial systems. Our results challenge the tourism–growth neutrality hypothesis by demonstrating that exchange rates not only influence tourism demand but also actively shape its growth effects. A panel ARDL analysis confirms bidirectional causality, which reinforces the interdependence between tourism and growth. However, unlike previous studies that view tourism as an isolated driver of growth, we demonstrate that its economic impact depends on a country’s financial maturity and exchange rate competitiveness. Policy recommendations aimed at enhancing economic growth through improved tourism and financial infrastructure are offered.
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1. Introduction


Tourism has long been viewed as a strategic pathway to economic development in many developing economies (Aboagye & Kwakwa, 2023; Asongu et al., 2023; Nyasha et al., 2021). This is largely due to four unique features of the sector that align with these countries’ growth challenges. First, it is relatively low-tech (Lee et al., 2021), meaning it requires less advanced infrastructure than many other industries. This is an obvious advantage for countries with limited technological capacity.



Second, tourism offers widespread employment opportunities, particularly for women and youth. The World Travel & Tourism Council (WTTC, 2019) highlights the sector’s capacity to absorb young workers (ages 15 to 24) and women, both of whom make up a significant portion of the tourism labor force. Voumik et al. (2023) found that rising tourism activities are associated with increased labor force participation among women. In Africa, this inclusivity is crucial, given persistently high unemployment rates among women and youth (Statista, 2024).



Third, the industry promotes educational and cultural tourism. African nations with rich ecological and cultural heritage can attract visitors seeking authentic learning experiences. Educational tourism, which emphasizes heritage, wildlife, indigenous knowledge, and exchange programs, offers a path to build appreciation for African values (Ankomah & Larson, 2000).



Fourth, tourism generates significant employment and income. According to WTTC (2023), prior to the COVID-19 pandemic, tourism supported over 10% of global GDP and one in five new jobs. Beyond direct employment in hospitality, travel, and retail, tourism indirectly supports local supply chains and generates broader economic benefits (Ivanov & Webster, 2007; Dritsakis, 2004; Durbarry, 2004; Akan et al., 2007). These insights are reinforced by more recent empirical studies (e.g., Cárdenas-García et al., 2024; Singh & Alam, 2024; Panagiotidis et al., 2023).



Scholars explain the tourism–growth link with three hypotheses: (1) tourism-led growth, where tourism drives growth (Haini et al., 2024; Almeida, 2023; Adeleye et al., 2022); (2) growth-led tourism, where economic expansion stimulates tourism (Khanna & Sharma, 2023; Rivera, 2017; Payne & Mervar, 2010); and (3) a reciprocal relationship, in which tourism and growth reinforce one another (Wijesekara et al., 2022; Pulido-Fernández & Cárdenas-García, 2021; Odhiambo & Nyasha, 2020; Bilen et al., 2015; Apergis & Payne, 2012).



Unfortunately, in many developing economies, significant obstacles hinder the full realization of the benefits of international tourism. These obstacles include inadequate air infrastructure, poor visa facilitation, ineffective tourism marketing, and, most critically, a weak financial system. This study argues that a well-developed financial system and a stable exchange rate regime are essential for maximizing tourism’s positive impact on economic growth. Accordingly, the central hypothesis is that exchange rate stability and country-level financial development are key drivers of the tourism–growth relationship.



Accordingly, this study aims to analyze tourism’s direct effect on growth using a continent-wide dataset, evaluate how financial development and exchange rate conditions mediate that relationship, explore moderation effects, that is, whether these conditions alter the strength of tourism’s growth impact, and reassess bidirectional causality between tourism and growth, testing both the tourism-led and growth-led views.



In a methodological departure from previous studies, we apply a two-part methodology: a static panel analysis (via Baron and Kenny’s mediation steps) and a dynamic model using an error-correction framework. Further, this work uses a much broader dataset than most existing studies, many of which focus on only a few countries on the continent. Here, we include 31 African countries spanning north and sub-Saharan regions, offering greater generalizability.




2. Exchange Rates, Financial Development, and Growth


The linkages among exchange rates, financial development, tourism, and economic growth are multifaceted and often bidirectional. While many existing studies have explored specific two-way relationships, such as tourism and exchange rate movements (e.g., Adeleye et al., 2022; Obi et al., 2016) or tourism and financial development (Aboagye & Kwakwa, 2023; Abbas et al., 2022), few have examined these connections within an integrated framework. This study fills that gap by demonstrating that both exchange rate dynamics and financial system maturity serve as critical enablers (or constraints) in the tourism–growth ecosystem.



A competitive exchange rate can substantially increase a destination’s attractiveness by improving tourists’ purchasing power. Ding and Timmer (2023) argue that favorable exchange rates increase visitor spending and length of stay, making destinations more appealing, particularly for budget-conscious travelers. As a result, countries with stable or undervalued currencies can gain a larger share of international tourism revenues (Obi et al., 2016).



In parallel, financial development influences tourism by improving access to capital and enabling efficient transactions. Research has shown that tourism can drive financial innovation in low-income economies (Khanna & Sharma, 2023; Abbas et al., 2022). Building on the financial development frameworks of Čihák et al. (2012) and Svirydzenka (2016), Aboagye and Kwakwa (2023) provide evidence that the positive effects of tourism on financial development are especially pronounced in economies with weaker financial systems. These findings support the inclusion of both exchange rate conditions and financial development as mediating mechanisms in the conceptual model proposed in this study.




3. Literature Review


The tourism sector is a critical contributor to national economies, particularly in terms of foreign exchange earnings. According to the World Tourism Organization (WTO), tourism is defined as “a social, cultural, and economic phenomenon involving the movement of people to countries or places outside their usual environment for personal or professional reasons” (IRTS, 2008, 2.9). However, tourism activity is often influenced by macroeconomic conditions, including currency fluctuations. For instance, a depreciation in the local currency can enhance the spending power of foreign visitors, thereby increasing tourist inflows (Adeleye et al., 2022). In addition to generating foreign exchange, tourism revenues are instrumental in supporting capital imports, building foreign reserves, and financing essential inputs (Matthew et al., 2021; Ehigiamusoe, 2021; Kumar Narayan et al., 2010). This literature review is structured into three thematic areas: (i) the relationship between tourism and economic growth, (ii) the connection between financial development and both tourism and economic growth, and (iii) the role of exchange rate movements in shaping tourism outcomes and their economic implications.



3.1. Tourism–Growth Relationship


Four main theoretical perspectives dominate the literature on the tourism–growth nexus: the tourism-led growth hypothesis, the growth-led tourism hypothesis, the reciprocal (or feedback) hypothesis, and the neutrality hypothesis. The tourism-led growth hypothesis argues that tourism acts as a catalyst for economic expansion by stimulating production, employment, and investment, especially in low-income countries. Meta-analyses by Alcalá-Ordóñez et al. (2023), Le et al. (2022), Naseem (2021), Songling et al. (2019), Nunkoo et al. (2019/2020), and Brida et al. (2016) affirm the predominance of this view, though most of the data analyzed relate to non-African economies. The vulnerabilities of tourism to global shocks were highlighted during the COVID-19 pandemic, as studies by Gounder and Cox (2021) and Koçak et al. (2022) illustrate its adverse economic ripple effects, particularly in tourism-dependent countries.



On the other hand, the growth-led tourism hypothesis argues that economic development enables tourism by increasing disposable income, improving infrastructure, and expanding services. Empirical support for this view comes from studies like Colacchio and Vergori (2023) in Italy, Zhang et al. (2021) in China, Rivera (2017) in Ecuador, and Oh (2005) in South Korea. The reciprocal hypothesis suggests mutual causality, in that tourism and economic growth reinforce each other. This stance is supported by Dritsakis (2004), Durbarry (2004), Balcilar et al. (2014), Nene and Taivan (2017), and Rasool et al. (2021), among others. Several studies (e.g., Chiu, 2021; Yazdi et al., 2017; Ridderstaat et al., 2014; Katircioglu, 2009; Apergis & Payne, 2012) provide evidence of such bidirectional effects.



In contrast, the neutrality hypothesis maintains that no significant causal link exists between tourism and growth. This position is supported by studies such as Katircioglu (2009) for Turkey and Tang and Jang (2009) for the United States. Notably, most of these studies focus on specific countries or small regional groups, often excluding much of Africa. This study addresses that gap by covering 31 African economies and introducing mediating and moderating variables, namely financial development and exchange rates, to investigate the conditions under which tourism can influence economic outcomes.




3.2. Financial Development, Economic Growth, and Tourism


Financial development encompasses the institutions, markets, tools, and regulatory mechanisms that facilitate efficient credit allocation and economic transactions. It plays a dual role in economic development. It does this directly by mobilizing savings for investment, and indirectly by optimizing the allocation of capital resources (Menegaki & Tiwari, 2022; Ehigiamusoe, 2021).



Two major schools of thought dominate the finance–growth debate. The supply-leading hypothesis, rooted in Schumpeter’s (1911) theory, posits that financial sector growth precedes and stimulates broader economic development. Empirical support is extensive, including studies by Levine et al. (2000), Beck et al. (2000), Kouki and Harrathi (2013), Amoro (2014), Ehigiamusoe and Lean (2018), and Menyari (2019). Alternatively, the demand-following hypothesis contends that economic expansion increases demand for financial services, leading to financial sector growth (Ghirmay, 2004; Ang & McKibbin, 2007; Blanco, 2009). Some studies also suggest a bidirectional relationship (Apergis et al., 2007; Bangake & Eggoh, 2011; Adusei, 2013; Musakwa & Odhiambo, 2022), while others find no significant link (Atindehou et al., 2005; Gries et al., 2009; Grassa & Gazdar, 2014; Chortareas et al., 2015; Musakwa et al., 2022).



In relation to tourism, financial development improves access to credit and reduces transaction costs, thereby facilitating travel, business expansion, and investment in tourism infrastructure (Al-Mulali et al., 2021). Several empirical studies, such as those by Aboagye and Kwakwa (2023), Khanna and Sharma (2023), and Shahbaz et al. (2019), highlight the positive interplay between tourism and financial development across diverse regional contexts, including BRICS, South Asia, and sub-Saharan Africa. Some of these studies found that tourism spurs financial development (e.g., Cannonier & Burke, 2017; Li & Qamruzzaman, 2022), while others suggested that financial development is a prerequisite for tourism growth (Başarir & Çakir, 2015; Katircioglu et al., 2018; Khan et al., 2019).




3.3. Tourism, Exchange Rates, and Economic Growth


Exchange rate movements directly affect the cost of travel, making them a crucial factor in determining tourism flows. A depreciated currency enhances a country’s affordability to foreign visitors, which can potentially increase tourist arrivals and expenditures (Adeleye et al., 2022). However, the tourism–exchange rate–growth relationship is complex and context-dependent.



Some studies report significant causal links among these variables. Akadiri and Akadiri (2021), for example, observed that both tourism and exchange rate movements drive economic growth in small island economies. Conversely, Garcia (2012) argued that tourism does not inherently lead to growth unless accompanied by effective policy measures for foreign exchange utilization and tax collection.



Other studies have shown mixed results. Primayesa et al. (2017) found no long-term link between exchange rates and tourism in Indonesia, while Harvey et al. (2013) reported short-term effects in Malaysia and Indonesia, and both short- and long-term impacts in the Philippines. Our study builds on these insights by analyzing the mediating role of exchange rates in the tourism–growth nexus for African economies. Unlike the previous literature, we incorporate both exchange rate conditions and financial development as potential transmission channels using robust econometric models.





4. Conceptual Model and Hypotheses


4.1. Conceptual Framework


The conceptual framework for this study is presented in Figure 1. It illustrates the complex relationship between tourism and economic growth. It also delineates the mediating influence of financial development and exchange rate dynamics. These two mediators serve as essential channels through which tourism may impact broader economic outcomes.



In particular, the framework illustrates that a country’s financial sector’s maturity and exchange rate competitiveness can significantly condition the effect of tourism development on economic growth. The logic is that financial development enhances credit access, supports business expansion, and facilitates transactions, while a favorable exchange rate boosts tourism inflows by increasing the purchasing power of foreign visitors. Collectively, these variables shape both the intensity and effectiveness of tourism-driven growth across countries.



This model integrates both mediating and moderating pathways and reflects the multifaceted role of financial and macroeconomic conditions in shaping tourism’s impact on economic performance.




4.2. Research Objectives


This study is guided by three key objectives. The first is to investigate how exchange rate movements influence the relationship between tourism development and economic growth. The second is to evaluate the mediating role of financial development in shaping the tourism–growth linkage. The third objective is to explore the dynamic interactions among the variables using a panel-based estimation model that captures both short-run and long-run effects across countries.




4.3. Research Hypotheses


From the conceptual framework and research objectives, the following four hypotheses are proposed:




	
H1: The impact of tourism development on economic growth is contingent on the country’s level of financial development and exchange rate conditions.



	
H2: Financial development and exchange rates moderate the relationship between tourism and economic growth, such that the strength or direction of the relationship varies depending on these contextual factors.



	
H3: Tourism development positively influences economic growth in both the short and long run when exchange rate dynamics are accounted for in the model.



	
H4: Economic growth positively influences tourism development over both short- and long-term horizons, contingent on currency valuation effects.










5. Data and Methodology


This study employs a cross-country panel dataset comprising 31 African nations, selected based on the availability of consistent data in the period 2000–2020. While the initial sample included all 54 countries on the continent, incomplete records led to the exclusion of some economies, particularly those lacking continuous time series data for the variables of interest. The final sample includes a mix of countries from both North and sub-Saharan Africa, allowing for a more holistic continental analysis.



Data were sourced from a variety of authoritative databases. Real GDP and exchange rate indicators were extracted from the World Bank’s World Development Indicators (WDI), while data on tourist arrivals and tourism receipts were obtained from the United Nations World Tourism Organization (UNWTO). The level of financial development in each country was proxied using the IMF’s Financial Development Index.



To control for other macroeconomic factors that may affect economic performance, we included inflation (measured by the consumer price index), population growth, and political stability. These control variables are consistent with those used in recent empirical studies examining tourism and economic growth dynamics (e.g., Singh & Alam, 2024; Albaladejo et al., 2023; Panagiotidis et al., 2023). Table 1 summarizes all variables used in the analysis, along with their descriptions and data sources.



5.1. Model Specification


The analytical approach that we used is grounded in the neoclassical growth model originally developed by Ramsey (1928) and later extended by Solow (1956). This framework suggests that capital accumulation, including discretionary spending such as tourism-related consumption, contributes to economic expansion through multiplier effects. To capture the direct and indirect relationships, we estimated several equations. The baseline model in Equation (1) measures the direct effect of tourism receipts (TR) on economic growth (GR), controlling for other macroeconomic variables. Subsequent models introduce the exchange rate (FX) and financial development (FD) as mediators.


    G R   i t   =   α   0   +   α   1     T R   i t   +   α   2     c o n t r o l s   i t   +   μ   t   +   ω   i   +   ε   i t   ,  



(1)




where GR refers to economic growth, measured by real per capita GDP, and TR refers to tourism receipts. Similar to the specifications in Aduba et al. (2023) and Panagiotidis et al. (2023), the control variables include the inflation rate, measured as the change in consumer price index, population growth, and political stability, and the time-dependent error term is     μ   t    , while     ω   i     and     ε   i t     are the group-specific and idiosyncratic   i i d   error terms, respectively.



Equations (2) and (3) present the mediation structure for FX and FD, respectively.


    G R   i t   =   α   0   +   α   1     T R   i t   +   α   2     F X   i t   +   α   3     c o n t r o l s   i t   +   μ   t   +   ω   i   +   ε   i t    



(2)






    G R   i t   =   α   0   +   α   1     T R   i t   +   α   2     F D   i t   +   α   3     c o n t r o l s   i t   +   μ   t   +   ω   i   +   ε   i t    



(3)







The coefficients     α   1     and     α   2     measure the direct effects of the associated regressors. To test for mediation effects, we followed Baron and Kenny’s (1986) four-step procedure, widely adopted in econometric studies (e.g., Truong & Berrone, 2022; Aduba et al., 2023). The models were initially estimated using a fixed effects (FE) panel approach to control for country-specific heterogeneity. However, since endogeneity was a concern, we also employed a two-stage least squares (2SLS) method, using lagged variables and theoretically justified instruments to mitigate bias. The mediation steps are outlined as follows:



Model 1, TR should significantly affect GR:


    G R   i t   =   α   0   +   α   1     T R   i t   +   α   2     c o n t r o l s   i t   +   ω   i   +   ε   i t    



(4)







Model 2a, TR should significantly affect FD:


    F X   i t   =   α   0   +   α   1     T R   i t   +   α   2     c o n t r o l s   i t   +   ω   i   +   ε   i t    



(5)







Model 2b, TR should significantly affect FX:


    F D   i t   =   α   0   +   α   1     T R   i t   +   α   2     c o n t r o l s   i t   +   ω   i   +   ε   i t    



(6)







Model 3a, FD should affect GR:


    G R   i t   =   α   0   +   α   1     F X   i t   +   α   2     c o n t r o l s   i t   +   ω   i   +   ε   i t    



(7)







Model 3b, FX should affect GR:


    G R   i t   =   α   0   +   α   1     F D   i t   +   α   2     c o n t r o l s   i t   +   ω   i   +   ε   i t    



(8)







The mediator should significantly affect GR in the following final estimation models, presented earlier as Equations (2) and (3):



Model 4a:


    G R   i t   =   α   0   +   α   1     T R   i t   +   α   2     F X   i t   +   α   3     c o n t r o l s   i t   +   μ   t   +   ω   i   +   ε   i t    











Model 4b:


    G R   i t   =   α   0   +   α   1     T R   i t   +   α   2     F D   i t   +   α   3     c o n t r o l s   i t   +   μ   t   +   ω   i   +   ε   i t    











In Equations (2) and (3), the effect of FX and FD on GR (    α   2    ) should remain significant. However, the effect of TR on GR (    α   1    ) should decrease if partial mediation or become non-significant if full mediation. Similar to the design in Truong and Berrone (2022), our analysis initially used the fixed effects model in order to control for heterogeneity across groups. However, the additional problem of endogeneity is likely to persist due to correlations between the regressors and the error term. To address potential endogeneity, Wu et al. (2020) and Shaver (2005) suggested using a two-stage least squares (2SLS) regression with lagged regressors as internal instruments or any suitable internal instruments. The sufficiency of internal instruments was also noted by Roodman (2009).



To explore moderating effects, we introduced interaction terms between TR and the two mediating variables (FX and FD), as shown in Equations (9) and (10). This allowed us to assess whether the strength of the tourism–growth relationship is influenced by exchange rate dynamics or financial sector development. The strength of moderation is measured by the size, sign, and statistical significance of     α   3     (Azmy et al., 2023; Hayes, 2017).


    G R   i t   =   α   0   +   α   1     T R   i t   +   α   2     F X   i t   +   α   3   (   T R x F X )   i t   +   α   4     c o n t r o l s   i t   +   μ   t   +   ω   i   +   ε   i t    



(9)






    G R   i t   =   α   0   +   α   1     T R   i t   +   α   2     F D   i t   +   α   3   (   T R x F D )   i t   +   α   4     c o n t r o l s   i t   +   μ   t   +   ω   i   +   ε   i t    



(10)








5.2. Dynamic Panel Data Estimation with Error Correction


To complement the static mediation models, we implemented a panel autoregressive distributed lag (ARDL) model in its error correction form. This dynamic specification allowed us to account for both short- and long-run relationships between variables, with heterogeneous short-run coefficients across countries but homogeneous long-run effects. The pooled mean group (PMG) estimator, developed by Pesaran et al. (1999), was employed for this purpose. The general form of the ARDL model is described in Equations (11) and (12) below:


     ∆ G R   i t   =   ∑  k = 1   p − 1      λ   i     ∆ G R   i t − k     +   ∑  k = 0   q − 1      δ   i     ∆ T R   i t − k     +   ∑  k = 0   r − 1      γ   i     ∆ F X   i t − k        +   φ   i       G R   i t − 1   −   β   1 i     T R   i t − 1   −   β   2 i     F X   i t − 1     +   ω   i   +   ε   i t     



(11)







And with FD included in the model,


     ∆ G R   i t   =   ∑  k = 1   p − 1      λ   i     ∆ G R   i t − k     +   ∑  k = 0   q − 1      δ   i     ∆ T R   i t − k     +   ∑  k = 0   r − 1      γ   i     ∆ F D   i t − k        +   φ   i       G R   i t − 1   −   β   1 i     T R   i t − 1   −   β   2 i     F D   i t − 1     +   ω   i   +   ε   i t     



(12)







Equations (11) and (12) are re-examined for reverse causality by specifying TR as the target variable in the following models:


     ∆ T R   i t   =   ∑  k = 1   p − 1      λ   i     ∆ T R   i t − k     +   ∑  k = 0   q − 1      δ   i     ∆ G R   i t − k     +   ∑  k = 0   r − 1      γ   i     ∆ F X   i t − k          φ   i       T R   i t − 1   −   β   1 i     G R   i t − 1   −   β   2 i     F X   i t − 1     +   ω   i   +   ε   i t     



(13)







And with FD included as a regressor,


     ∆ T R   i t   =   ∑  k = 1   p − 1      λ   i     ∆ T R   i t − k     +   ∑  k = 0   q − 1      δ   i     ∆ G R   i t − k     +   ∑  k = 0   r − 1      γ   i     ∆ F D   i t − k        +   φ   i       T R   i t − 1   −   β   1 i     G R   i t − 1   −   β   2 i     F D   i t − 1     +   ω   i   +   ε   i t     



(14)







The short-run coefficients are     λ   i    ,     δ   i    , and     γ   i    , while the long-run coefficient is     β   i    . The error-correction term in the parenthesis is the long-run representation in the unrestricted ECM. Its coefficient,     φ   i    , is the speed of adjustment to equilibrium. With the PMG estimation, the short-run coefficients (    λ   i    ,     δ   i    , and     γ   i    ) and the speed of adjustment (    φ   i    ) can be examined for causality in the entire panel as well as across the countries.



Overall, this framework enabled us to test bidirectional causality between tourism and growth while accounting for the influence of financial development and exchange rate competitiveness. Prior to estimation, unit root tests were conducted to ensure that none of the variables were integrated by an order two or higher, which could invalidate the ARDL approach. The model’s design allowed for a mix of I(0) and I(1) variables, which made it well suited for macroeconomic panel data.





6. Results


This section presents the empirical findings in four parts: (1) summary statistics and data characteristics, (2) analysis of the mediating roles of exchange rate and financial development, (3) examination of moderating effects through interaction terms, and (4) dynamic panel results based on the ARDL cointegration framework.



6.1. Descriptive Statistics


Table 2 reports the descriptive statistics for all key variables. The GDP figures, both total and per capita, exhibit considerable dispersion. For instance, real GDP ranges from $0.14 billion to over $500 billion, with a mean of $53.6 billion and a standard deviation nearly twice that value, indicating significant heterogeneity among the sampled countries. Similar patterns are observed for tourism receipts and tourist arrivals, where the distributions are positively skewed, suggesting that most countries have relatively low values, with a few outliers reporting very high figures. This disparity is further emphasized in the kurtosis and skewness statistics, which highlight the clustering of countries at the lower end of the economic and tourism performance spectrum. These characteristics suggest that tourism may serve as a significant growth lever for lower-income countries. Appendix A shows that countries with the highest tourism receipts per capita generally correspond with those that have the highest GDP per capita, suggesting a potential link between tourism development and economic performance.




6.2. Correlation Analysis


The correlation matrix presented in Table 3 provides insights into variable relationships. Notably, tourism receipts and population growth exhibit strong positive correlations with real GDP, implying their relevance in explaining economic performance across the sample. Tourism-related variables such as tourist arrivals and tourism receipts are also highly correlated with each other, which may pose multicollinearity concerns in regression models. Similarly, positive associations are observed between financial development and both GDP and tourism metrics. These correlations validate the inclusion of these variables as mediators in the tourism–growth framework. Additionally, the matrix helps identify potential substitutes for robustness checks, e.g., using tourist arrivals in place of tourism receipts, where applicable.




6.3. Mediating Analysis: Exchange Rate and Financial Development


The mediation analysis, presented in Table 4, followed Baron and Kenny’s (1986) four-step framework. First, the direct effect of tourism receipts on economic growth was estimated, yielding a statistically significant and positive coefficient (0.0258, p < 0.01), thereby confirming the tourism-led growth hypothesis (Model 1).



Next, we assessed whether tourism significantly affects the two mediating variables. The results show that tourism receipts are negatively associated with FX(Model 2) and positively associated with FD(Model 3), consistent with theoretical expectations: more tourists strengthen the local currency and encourage financial sector expansion.



In the third step, we tested the impact of each mediator on economic growth, excluding tourism from the model. Both FX and FD exhibit positive and statistically significant effects on growth, supporting their roles as channels through which tourism exerts economic influence (Models 4 and 5, respectively).



Finally, when both tourism and the mediators are included in the model, the coefficients for FX and FD remain significant, while the coefficient for tourism declines—indicating partial mediation (Models 6 and 7). For instance, tourism’s coefficient drops from 0.0258 to 0.0216 in the FX model (a 16.35% reduction), and to 0.021 in the FD model (an 18.4% reduction). These results confirm H1, that the tourism–growth effect is shaped by both financial development and exchange rate conditions. The two-stage least squares (2SLS) estimation was used to address endogeneity. Instrument validity was confirmed through strong F-statistics and Hansen J-statistics, indicating robust identification and reliable inference.




6.4. Moderating Effects: Interaction Analysis


Table 5 presents the results of moderation analysis using interaction terms between tourism receipts and each mediator. In Panel A, the interaction term (TR × FX) is positive and significant at the 1% level, suggesting that tourism’s impact on growth is amplified in countries with more favorable exchange rates. The main effect of FX becomes negative, likely due to multicollinearity with the interaction term—a common occurrence in moderation analysis.



In Panel B, the interaction between tourism receipts and financial development (TR × FD) also shows a strong and positive effect on growth. This implies that tourism is more effective in stimulating economic activity in countries with more advanced financial systems. These findings support H2, confirming that both exchange rate and financial development condition the strength of the tourism–growth relationship.




6.5. Dynamic Panel Analysis: ARDL Cointegration Model


To capture long-term relationships and short-term dynamics, we estimated a panel ARDL model using the pooled mean group (PMG) estimator. The specification included both tourism receipts and the two mediators, as well as control variables. Stationarity test results are summarized in Table 6, while the panel ARDL results are presented in Table 7 and Table 8.



The results confirm cointegration among the key variables, indicating the existence of long-run equilibrium relationships. In the long term, both tourism and financial development are positively associated with economic growth (Table 7). Reverse causality tests, the case where tourism is treated as the dependent variable (Table 8), reveal that economic growth also influences tourism receipts, especially in the long run. The error correction term is negative and significant, validating the adjustment process toward long-run equilibrium. These findings support H3 and H4, and thus provide evidence of bidirectional causality within the tourism–growth argument when financial and macroeconomic factors are taken into account.



Overall, the results confirm the presence of both tourism-led growth and growth-led tourism, regardless of the model used to analyze the interrelationships. In all cases, currency valuation and financial development play a significant role in that dynamic. Evidence of cointegration between tourism and growth was found in nearly all countries, as shown in Table 9. However, the speed of adjustment varies widely, reflecting different levels of economic growth and tourism development across the continent. Table 10 presents a summary of the confirmation of the four hypotheses of this study.





7. Robustness Checks


To ensure the reliability and consistency of the empirical findings, we conducted several robustness checks by modifying model specifications, testing alternative proxies, and re-estimating results with different estimation techniques.



7.1. Alternative Measures of Tourism Development


To validate the role of tourism in economic growth, we substituted tourism receipts with tourist arrivals as an alternative proxy for tourism activity. Although these two indicators are highly correlated, they capture slightly different aspects of tourism’s economic impact, namely, monetary inflow versus volume of visits. The re-estimated models using tourist arrivals yielded results consistent with the original findings: a positive and statistically significant effect of tourism on economic growth, both directly and indirectly, through the mediating channels of financial development and exchange rate. This reinforces the robustness of the tourism–growth linkage and affirms the reliability of the original variable choice.




7.2. Use of per Capita Measures


In an additional robustness exercise, we normalized both GDP and tourism receipts by population to examine whether the results hold up when considering economic and tourism activity on a per capita basis. This adjustment helps to account for differences in population size across countries, which can otherwise skew aggregated metrics. The mediation and moderation results remained largely unchanged when per capita data were used. Tourism continued to show a statistically significant effect on growth, with partial mediation through both financial development and exchange rate. These outcomes support the conclusion that the observed relationships are not driven by scale effects or population biases.




7.3. Alternative Estimation Techniques


To further validate our findings, we re-estimated the core models using the generalized method of moments (GMM). These estimators are particularly effective in addressing potential endogeneity issues in dynamic panel data contexts and provide robustness to serial correlation and measurement error. The GMM-based results reaffirmed the main conclusions drawn from the 2SLS and PMG estimators. Tourism retained a positive and significant impact on economic growth, while both exchange rate and financial development continued to exhibit significant mediating and moderating effects. The direction, magnitude, and significance of the coefficients were largely in line with those obtained through previous estimation methods.




7.4. Inclusion of Additional Controls


Finally, we expanded the set of control variables by including trade openness, which is sometimes used in growth regressions. The inclusion of these controls had minimal impact on the primary relationships under investigation. Tourism remained a significant driver of growth, with exchange rate and financial development maintaining their roles as key mediators and moderators.




7.5. Summary of Robustness Tests


Across all robustness checks, whether through alternative proxies, per capita adjustments, estimation techniques, or added control variables, the results consistently point to a stable relationship between tourism, financial development, exchange rate, and economic growth. These robustness exercises enhance the credibility of our empirical results and underscore the broader applicability of our findings across different model specifications.





8. Conclusions


This study set out to investigate the role of financial development and exchange rate dynamics in shaping the relationship between tourism and economic growth in Africa. By integrating both mediating and moderating variables into a comprehensive empirical framework, the research offers new insights into how tourism contributes to economic performance under varying macro-financial conditions.



Using a panel of 31 African countries over the period 2000–2020, the analysis employed both static (2SLS) and dynamic (panel ARDL) estimation techniques to explore causal linkages. The findings confirm that tourism has a significant and positive effect on economic growth. More importantly, the results show that this effect is not uniform, but is strongly conditioned by a country’s exchange rate environment and the maturity of its financial sector.



Exchange rates influence tourism primarily through their impact on travel affordability and international competitiveness, while financial development enhances tourism’s impact by supporting transactions, credit access, and investment. The mediation and moderation analyses show that both variables strengthen the tourism–growth linkage when functioning effectively.



By highlighting the conditional nature of tourism’s economic impact, this study contributes to the literature in three important ways. First, it expands the tourism–growth framework by empirically testing the roles of exchange rate and financial development as transmission mechanisms. Second, it offers a continental perspective, drawing from a diverse sample of African economies rather than focusing on a single country or sub-region. Third, it underscores the importance of aligning tourism strategies with broader macroeconomic and financial reforms.



While this study provides robust evidence of the tourism–growth nexus under specific financial and macroeconomic conditions, there remain opportunities for further exploration. Future research could extend this analysis in at least three specific ways. First, by disaggregating tourism into sub-sectors (e.g., eco-tourism, education tourism, medical tourism) to assess sector-specific impacts; second, by exploring non-linear effects or threshold levels of financial development; and third, by investigating institutional quality as a potential third mediator in the tourism–growth relationship.




9. Discussion and Policy Implications


The empirical evidence presented in this study highlights the nuanced and interconnected relationship between tourism development, financial system maturity, exchange rate dynamics, and economic growth in African economies. Our findings demonstrate that tourism can be a powerful engine of growth, but its effectiveness depends significantly on the broader macro environment.



9.1. The Conditional Impact of Tourism on Growth


The results confirm that tourism has a direct and statistically significant effect on economic performance, consistent with the tourism-led growth hypothesis. However, this relationship is not uniform across countries. The mediating and moderating effects identified in the analysis suggest that tourism’s contribution to growth depends heavily on the stability of exchange rates and the development of financial infrastructure. In particular, the presence of a well-functioning financial system enhances the ability of the economy to absorb and allocate tourism-related revenues efficiently. Likewise, a competitive or favorable exchange rate increases the attractiveness of a country to international tourists, particularly those seeking cost-effective destinations.




9.2. Implications for Financial Sector Reform


Given the significant mediating role of financial development, policymakers should prioritize strengthening domestic financial systems. This includes expanding access to credit, encouraging financial inclusion, improving regulatory frameworks, and promoting investment in financial technologies that support tourism-related businesses. Developing a sound and inclusive financial sector can have a multiplier effect not only enhancing tourism’s direct impact but also stimulating entrepreneurship, job creation, and infrastructure development in tourism-related sectors.




9.3. Exchange Rate Management for Tourism Competitiveness


The findings also emphasize the importance of exchange rate stability in shaping tourism flows and associated economic benefits. Countries with undervalued or stable currencies are more likely to attract inbound tourism, which in turn can boost local businesses, increase foreign exchange earnings, and support broader economic activity. However, policymakers must balance tourism competitiveness with macroeconomic stability. Exchange rate management strategies should consider inflationary pressures, trade balances, and monetary policy goals while seeking to maintain an environment favorable to international tourism.




9.4. Strategic Positioning of Tourism in National Development Agendas


This study’s results support the argument that tourism should not be viewed in isolation from other structural and macroeconomic factors. Rather, it should be integrated into broader national development strategies, particularly those focused on sustainable growth, employment generation, and trade. Countries with strong governance structures, effective institutions, and strategic investment in infrastructure are more likely to realize the long-term benefits of tourism. Moreover, cross-sectoral policies, which link tourism with finance, trade, education, and technology, can enhance spillover effects and ensure more inclusive growth.




9.5. Relevance for the African Context


Given the diversity of African economies and the continent’s growing appeal as a tourism destination, these findings are especially relevant. The continent’s abundant cultural and ecological assets offer strong potential for tourism-driven development, but realizing this potential requires addressing constraints related to capital markets, foreign exchange volatility, and weak institutional frameworks. This research offers valuable insights for regional economic communities and development agencies focused on promoting intra-African tourism, facilitating cross-border investment, and harmonizing financial sector policies.



In summary, this study demonstrates that tourism, while important in its own right, achieves greater developmental impact when supported by sound financial systems and stable macroeconomic conditions. Policies aimed at enhancing financial access, exchange rate stability, and institutional capacity can materially amplify the positive economic effects of tourism across Africa.



While not directly addressed in our empirical model, ancillary but important issues that impede tourism growth in Africa include inadequate air infrastructure, restrictive visa policies, and insufficient global marketing. To tackle these challenges, governments should invest in modernizing airports and, importantly, in training airport and airline staff to provide a welcoming and tourist-friendly experience, as they represent the primary point of contact for inbound tourists. That initial interaction can significantly shape both the first and lasting impressions of a tourist upon arrival. Simplifying visa procedures, such as offering visa-free entry for visitors from high-income countries, visa-on-arrival, and e-visas, could significantly boost inbound tourism. Additionally, national tourism boards should implement digital marketing strategies, including partnerships with travel influencers and targeted social media campaigns. By taking these measures, African nations could enhance their competitiveness as global tourism destinations.
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Appendix A. GDP and Tourism Receipts, Ranked by Tourism Receipts per Capita




	
Country

	
Real GDP per Capita (2023)

	
Tourism Receipts per Capita (2019)

	
Tourism Rank




	
Seychelles

	
$17,879.24

	
$6330.35

	
1




	
Mauritius

	
$11,416.86

	
$1598.76

	
2




	
Cape Verde

	
$4321.58

	
$982.62

	
3




	
São Tomé and Príncipe

	
$2601.79

	
$321.37

	
4




	
Botswana

	
$7249.80

	
$284.99

	
5




	
Morocco

	
$3441.99

	
$274.04

	
6




	
Tunisia

	
$3747.42

	
$222.67

	
7




	
Namibia

	
$4742.78

	
$184.33

	
8




	
South Africa

	
$6253.16

	
$170.72

	
9




	
Egypt

	
$4295.41

	
$134.98

	
10




	
Ghana

	
$2238.16

	
$47.27

	
11




	
Tanzania

	
$1211.06

	
$43.83

	
12




	
Kenya

	
$1949.90

	
$34.58

	
13




	
Madagascar

	
$528.65

	
$34.54

	
14




	
Uganda

	
$1014.21

	
$32.60

	
15




	
Togo

	
$1012.97

	
$32.03

	
16




	
Ethiopia

	
$1293.78

	
$30.92

	
17




	
Senegal

	
$1745.97

	
$30.54

	
18




	
Cameroon

	
$1673.65

	
$26.41

	
19




	
Sudan

	
$2272.49

	
$23.76

	
20




	
Libya

	
$6716.10

	
$23.52

	
21




	
Ivory Coast

	
$2728.80

	
$21.05

	
22




	
Gabon

	
$8420.10

	
$17.94

	
23




	
Eswatini

	
$3797.30

	
$12.23

	
24




	
Angola

	
$2309.52

	
$12.21

	
25




	
Mali

	
$897.45

	
$10.36

	
26




	
Burkina Faso

	
$874.12

	
$8.26

	
27




	
Nigeria

	
$1621.12

	
$7.24

	
28




	
Niger

	
$618.29

	
$5.55

	
29




	
Malawi

	
$672.87

	
$3.29

	
30




	
Benin

	
$1434.66

	
$2.98

	
31




	
Data source: World Development Indicators (World Bank).
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Figure 1. Conceptual model illustrating the mediating roles of financial development and exchange rate in the tourism–growth nexus (source: authors’ own work). 
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Table 1. Variable definition and data sources.






Table 1. Variable definition and data sources.





	Variable
	Description
	Source





	GR
	Real GDP per capita (economic growth measure)
	World Bank—WDI



	TR
	Tourism receipts (current USD and per capita)
	UNWTO



	TA
	Tourist arrivals
	UNWTO



	FX
	Real exchange rate (local currency per USD)
	World Bank—WDI



	FD
	Financial Development Index
	IMF



	CPI
	Inflation rate (Consumer Price Index)
	IMF



	POL
	Political Stability Index
	WGI



	POP
	Population growth rate
	World Bank—WDI







WDI: World Development Indicators; WGI: World Governance Indicators; UNWTO: United Nations World Tourism Organization.













 





Table 2. Descriptive statistics.






Table 2. Descriptive statistics.


















	
	GDP
	GDP-PC
	TR
	TR-PC
	TA
	FX
	FD
	POL
	CPI
	POP





	Mean
	$53,617,186,586
	$2951
	$1,254,420,391
	$244
	1,792,530
	393
	0.18
	−0.38
	118.59
	26,244,108



	Median
	$15,332,394,848
	$1520
	$374,000,000
	$25
	681,000
	86
	0.12
	−0.26
	100.00
	16,436,120



	Std. dev.
	$94,209,317,584
	$3251
	$2,413,525,876
	$811
	3,005,261
	654
	0.12
	0.89
	158.48
	34,315,475



	Kurtosis
	7.90
	4.87
	8.55
	29.11
	6.08
	8.97
	1.35
	−0.54
	340.50
	8.06



	Skewness
	2.87
	2.12
	2.98
	5.23
	2.56
	2.82
	1.46
	−0.38
	16.54
	2.63



	Minimum
	$138,248,375
	$255
	$3,000,000
	$0.11
	7100
	0.51
	0.05
	−2.67
	2.91
	81,131



	Maximum
	$509,371,727,736
	$19,482
	$14,256,000,000
	$6330
	15,121,000
	3788
	0.59
	1.28
	3539
	208,327,405



	Count
	651
	651
	651
	651
	645
	651
	651
	651
	651
	651







GDP: real GDP; GDP-PC: real GDP per capita; TR: tourism receipts; TR-PC: tourism receipts per capita; TA: tourist arrivals; FX: real exchange rate; FD: financial development; POL: political stability; CPI: consumer price index; POP: population growth.













 





Table 3. Correlation matrix.






Table 3. Correlation matrix.


















	
	GDP
	GDP-PC
	TR
	TR-PC
	TA
	FX
	FD
	POL
	CPI
	POP





	GDP
	1.00
	
	
	
	
	
	
	
	
	



	GDP-PC
	0.08
	1.00
	
	
	
	
	
	
	
	



	TR
	0.62
	0.11
	1.00
	
	
	
	
	
	
	



	TR-PC
	−0.13
	0.69
	−0.03
	1.00
	
	
	
	
	
	



	TA
	0.72
	0.12
	0.92
	−0.08
	1.00
	
	
	
	
	



	FX
	−0.17
	−0.33
	−0.16
	−0.16
	−0.22
	1.00
	
	
	
	



	FD
	0.41
	0.54
	0.57
	0.35
	0.59
	−0.38
	1.00
	
	
	



	POL
	−0.35
	0.38
	−0.06
	0.34
	−0.08
	−0.10
	0.34
	1.00
	
	



	CPI
	0.07
	−0.03
	0.03
	−0.03
	0.01
	0.00
	−0.03
	−0.15
	1.00
	



	POP
	0.82
	−0.22
	0.37
	−0.20
	0.42
	0.01
	0.08
	−0.56
	0.11
	1.00







GDP: real GDP; GDP-PC: real GDP per capita; TR: tourism receipts; TR-PC: tourism receipts per capita; TA: tourist arrivals; FX: exchange rate; FD: financial development index; POL: political stability index; CPI: consumer price index; POP: population growth. The two GDP variables are alternate measures of economic growth (GR) in the estimation models.













 





Table 4. Estimation results of the mediating effects of exchange rate and financial development.
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	Model 1
	Model 2
	Model 3
	Model 4
	Model 5
	Model 6
	Model 7





	
	Step 1
	Step 2a
	Step 2b
	Step 3a
	Step 3b
	Step 4a
	Step 4b



	Target variable:
	GR
	FX
	FD
	GR
	GR
	GR
	GR



	TR
	0.0258 ***

(0.0087)
	−0.0804 ***

(0.0201)
	0.0232 **

(0.0098)
	
	
	0.0216 **

(0.0088)
	0.0210 ***

(0.0085)



	FX
	
	
	
	0.0820 ***

(0.0176)
	
	0.0639 ***

(0.0176)
	



	FD
	
	
	
	
	0.2125 ***

(0.0348)
	
	0.2043 ***

(0.0348)



	POL
	0.0786 ***

(0.0120)
	0.1850 ***

(0.0259)
	−0.0064

(0.0136)
	0.0755 ***

(0.0119)
	0.0853 ***

(0.0116)
	0.0936 ***

(0.0116)
	0.0799 ***

(0.0117)



	CPI
	−0.0002 ***

(0.0001)
	0.0012 ***

(0.0012)
	−0.0002 **

(0.0001)
	−0.0003 ***

(0.0001)
	−0.0002 ***

(0.0001)
	−0.0003 ***

(0.0001)
	−0.0003 ***

(0.0001)



	POP
	1.7858 ***

(0.0409)
	0.3105

(0.1903)
	0.5836 ***

(0.0461)
	1.7458 ***

(0.0415)
	1.7046 ***

(0.0422)
	0.9213 ***

(0.0819)
	1.6665 ***

(0.0447)



	Constant
	−5.3862 ***

(0.6479)
	−0.6332

(3.0718)
	−11.435 ***

(0.7306)
	−4.9831 ***

(0.6391)
	−3.5773 ***

(0.7177)
	8.3932 ***

(1.3190)
	−3.0495 ***

(0.7459)



	Observations (n)
	651
	651
	651
	651
	651
	651
	651



	Method
	FE
	FE
	FE
	FE
	FE
	2SLS
	2SLS



	F stat (p-value)
	491 (0.00)
	484 (0.00)
	431 (0.00)
	98 (0.00)
	451 (0.00)
	92.58 (0.00)
	90.74 (0.00)



	J stat (p-value)
	
	
	
	
	
	27.08 (0.95)
	46.72 (0.93)



	Adj r2
	0.7904
	0.801
	0.7680
	0.4277
	0.9947
	0.9945
	0.9945



	No. of countries (N)
	31
	31
	31
	31
	31
	31
	32



	No. of years (T)
	21
	21
	21
	21
	21
	21
	21







Model 1 confirms that TR significantly affects GR. Models 2a and 2b confirm that TR affects each of the mediators (FX and FD). Models 3a and 3b confirm that FX and FD significantly affect GR without TR in the model. Models 4a and 4b confirm that FX and FD are significant in the complete model, providing partial mediation since TR remains significant but with lesser impact (lower coefficient values). GR: real GDP per capita; TR: tourism receipts; FX: real exchange rate, in units of the local currency; FD: financial development index; POL: political stability; CPI: consumer price index (2010 = 100); POP: population growth. All variables are in the natural log except for POL and CPI. Robust standard errors are in parentheses. *** and ** indicate statistical significance at the 1% and 5% levels, respectively.













 





Table 5. The moderating effects of FX and FD.
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Target Variable: GR

	
Target Variable: GR




	
Panel A

	

	
Panel B

	






	
TR

	
0.0400 **

(0.0188)

	
TR

	
0.1949 ***

(0.0309)




	
FX

	
−0.1427 *

(0.0747)

	
FD

	
−1.3020 ***

(0.2555)




	
TR × FX

	
0.0162 ***

(0.0039)

	
TR × FD

	
0.0833 ***

(0.0131)




	
POL

	
0.0401 ***

(0.0139)

	
POL

	
0.0806 ***

(0.0139)




	
CPI

	
−0.0003 ***

(0.0001)

	
CPI

	
−0.0011 ***

(0.0001)




	
POP

	
1.1207 ***

(0.0514)

	
POP

	
1.6171 ***

(0.0585)




	
Constant

	
3.9811 ***

(0.8354)

	
Constant

	
−5.8096 ***

(1.0475)




	
Observations (n)

	
620

	
Observations (n)

	
620




	
F value

	
352.79 ***

	
F value

	
3419.97 ***




	
Adj r2

	
0.771

	
Adj r2

	
0.995




	
Method

	
2SLS

	
Method

	
2SLS




	
1st stage F stat

	
604.46

	
1st stage F stat

	
1496.82




	
p-value

	
0.00

	
p-value

	
0.00




	
Hansen J stat

	
38.38

	
Hansen J stat

	
53.84




	
p-value

	
0.99

	
p-value

	
0.97




	
Number of countries (N)

	
31

	
Number of countries (N)

	
31




	
Number of years (T)

	
20

	
Number of years (T)

	
20








GR: real GDP per capita; TR: tourism receipts; FX: real exchange rate, in units of the local currency; FD: financial development index; POL: political stability; CPI: consumer price index (2010 = 100); POP: population growth. All variables are in the natural log except POL and CPI. Robust standard errors are in parentheses. ***, **, and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively.













 





Table 6. Panel unit root test summary.
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	GDP
	GDP-PC
	TR
	TR-PC
	TA
	FX
	FD
	POL
	CPI
	POP





	Levin, Lin & Chu
	I(0) ***
	I(0) ***
	I(1) ***
	I(0) **
	I(0) **
	I(1) ***
	I(0) ***
	I(0) ***
	I(1) *
	I(0) ***



	Im, Pesaran and Shin
	I(1) ***
	I(1) ***
	I(1) ***
	I(0) **
	I(1) ***
	I(1) ***
	I(1) ***
	I(0) ***
	I(1) **
	I(1) ***



	ADF—Fisher Chi-square
	I(1) ***
	I(1) ***
	I(0) **
	I(1) ***
	I(1) ***
	I(1) ***
	I(1) ***
	I(0) ***
	I(1) ***
	I(0) ***



	PP—Fisher Chi-square
	I(1) ***
	I(1) ***
	I(1) ***
	I(1) ***
	I(1) ***
	I(1) ***
	I(1) ***
	I(0) ***
	I(1) ***
	I(0) ***







GDP: real GDP; GDP-PC: real GDP per capita; TR: tourism receipts; TR-PC: tourism receipts per capita; TA: tourist arrivals; FX: exchange rate; FD: financial development index; POL: political stability index; CPI: consumer price index; POP: population growth. All variables in natural log. Results show the order of integration for each variable. ***, **, * significance levels at 1%, 5%, and 10%, respectively.













 





Table 7. Panel ARDL esults (arget ariable: GR).
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Panel A. Long Run Estimates:




	
Regressor

	
Coefficient

	
Std. Error




	
TR

	
0.0008 ***

	
0.0001




	
FX

	
0.0013 ***

	
0.0004




	
Panel B. Short Run Estimates:




	
Regressor

	
Coefficient

	
Std. Error




	
     E C T   t − 1     

	
−0.0506 **

	
0.0249




	
ΔTR

	
0.0018 **

	
0.0009




	
ΔFX

	
−0.0002

	
0.0035




	
Constant

	
1.2487 **

	
0.6102








GR: real GDP, TR: tourism receipts per capita, FX: exchange rate in local currency units. *** and ** indicate statistical significance at 1% and 5% levels, respectively.













 





Table 8. Panel ARDL esults (arget ariable: TR).
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Panel A. Long Run Estimates:




	
Regressor

	
Coefficient

	
Std. Error




	
GR

	
14.8025 ***

	
1.2416




	
FX

	
−0.0309 **

	
0.0137




	
Panel B. Short Run Estimates:




	
Regressor

	
Coefficient

	
Std. Error




	
     E C T   t − 1     

	
−0.3102 ***

	
0.0525




	
ΔGR

	
763.9066 **

	
358.3596




	
ΔFX

	
−9.3784

	
6.2758




	
Constant

	
−64.6363

	
39.8043








GR: real GDP, TR: tourism receipts per capita, FX: exchange rate in local currency units. ***, and ** indicate statistical significance at 1% and 5% levels, respectively.













 





Table 9. Cross-section cointegrating coefficients.
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	Country
	      E C T   t − 1      
	p-Value





	Libya
	−0.7441
	0.0020



	Botswana
	−0.6916
	0.0006



	Madagascar
	−0.6404
	0.0011



	Cape Verde
	−0.4507
	0.0011



	South Africa
	