r
i

e ()

L |

VolumeX, Issue X, XXX

Vli-e-Asr University

Journal of Tourism Management Studies of the Smart Era

Online ISSN: 3092-6793

of Rafsanjan

Journal Homepage: https://tmsse.vru.ac.ir/

The role of tourism development in inclusive growth
(A case study of middle-income and high-income countries)

Hadi Rafiei Darani**?, Lida Gohari Gharaei

1. Department of Tourism Economic, Institute of Tourism Research at ACECR (Academic Center for Education, Culture and

Research), Mashhad, Iran.

Article Info

Abstract

Article type:
Research Paper

Keywords:

Inclusive growth
index, Principal
component analysis,
Tourism
development, GMM-
Sys.

Received:
?

Received in revised

form:
?

In the face of simultaneous high economic growth on one hand and poverty,
inequality, and unemployment on the other, an inclusive growth strategy has
emerged as a new concept in growth economics; and it hastbeen attracting
the attention of researchers and policymakers. ‘As tourfsSm plays an important
role in economic growth, this study explores, the.imipact of tourism
development on inclusive growth. For this purposesfirstly, a composite
index for inclusive growth is calculated using the principal component
analysis (PCA) method. This method was alsocu$ed in making a composite
index for tourism by weighting threg.indices. This research used the dynamic
model based on the System Generalized“Moments Method (GMM-SYS) for
18 middle-income countries and 25_high4income countries and compared the
estimates in two separateyregressions from 2004 to 2020. The results showed
that the four indexes of tourism development had a positive and significant
impact on both middle-income and high-income countries. This effect has
been significantly higher m&middle-income countries compared to high-

Accepted: income countries. This article is the first attempt to obtain a more
? comprehensive index _for inclusive growth and investigate the impact of
pp. ?-? tourism on it.
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Extended Abstract

Introduction

In the context of rapid economic growth
coexisting with challenges such as poverty,
inequality, and unemployment, the concept of
inclusive growth has gained increasing
attention among researchers and
policymakers. Tourism, as one of the largest
and fastest-growing sectors in the global
economy, plays a crucial role in promoting
economic growth and employment creation.
This study investigates the impact of tourism
development on inclusive growth by
constructing composite indices for both
inclusive growth and tourism development,
thereby providing a comprehensive analysis
of their relationship across countries with
different income levels.

Methodology

Firstly, the dimensions of inclusive growth
were identified, and data from the World
Bank’s World Development Indicators (WDI)
and the World Wealth and Income Database
(WID) were extracted. Using _ Principal
Component Analysis (PCA), a weighted,
composite index for inclusive growth avas
created. Similarly, a “eomposite, _tourism
development index was “constructed by
weighting three key tourismyvariables: tourist
arrivals, international tourism receipts, and
international tourism expenditures in current
US dollars. The inflience of tourism
development “on \inclusive growth was
estimated using axdynamic panel data method,
specifically thesSystem Generalized Method
of Moments (GMM-SYS), for two groups of
countries: 18 middle-income countries and 25
high-income countries, over the period 2004-
2020. Separate regression analyses were
performed for the composite tourism index
and its individual components.

Results

The results indicate that tourism development
has a positive and significant effect on
inclusive growth in both middle-income and
high-income  countries.  Notably, the
magnitude of this effect is considerably
greater in middle-income countries compared

to high-income countries. This difference can
be explained by the varying roles that tourism
plays in the economic structure of countries at
different stages of development: in high-
income countries, economic activities and
income sources are more diversified, and
other economic sectors contribute relatively
more to growth. Additionally, the three
individual ~ tourism indicators  showed
consistent positive. impacts similar to the
composite  tourism development index.
Control variables demonstrated that inflation
has a significant negativegséffect on inclusive
growth, while ‘trade.@penness and capital
accumulation mexhibited a strong positive
influence on fostering inclusive growth.

Discussion and Conclusion

Tourism¢ plays a pivotal role in driving
inclusive growth, especially in middle-income
countries, where its development significantly
boosts ‘economic activity and creates

“substantial employment opportunities. Policy

implications suggest prioritizing investments
In tourism infrastructure, diversifying tourism
products, and enhancing international
competitiveness to foster more substantial and
equitable growth. Furthermore, efforts should
be made to avoid regional over-concentration
by promoting a more balanced distribution of
tourism  benefits. In addressing socio-
economic inequalities linked to tourism,
policymakers must formulate strategies to
reduce both monetary and non-monetary
disparities, such as wage discrimination and
occupational segregation, particularly gender-
based inequalities in the workforce.
Developing effective policies to address these
challenges is crucial for fostering a more
equitable tourism industry that inclusively
supports diverse social groups.

The study also underscores the importance of
macroeconomic stability by highlighting the
detrimental effects of inflation on inclusive
growth. Strategic policies that promote
investment in productive assets are essential
for driving capital accumulation, supporting
sustainable growth, and achieving fair and
inclusive economic development. In the post-
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COVID-19 era, increasing tourism investment
and revitalizing tourist attractions will be
crucial to accelerating inclusive economic
recovery.

This research represents a groundbreaking
initiative to integrate a comprehensive
measure of inclusive growth with a thorough
assessment of tourism's effects, offering
critical insights to assist policymakers in
middle- and high-income countries in
promoting more inclusive development
pathways.
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