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Abstract: Tourism has been identified as one of the key industries in promoting economic growth and development in South Africa . The aim of this study is to analysis the role of international tourism in economic growth of South Africa by investigating the long -run and short-run dynamics of the relationship between tourism and economic growth using ARDL bounds testing Approach. The annual time series data were obtained for the period spanning from 1995 to 2013. The results shows that there isn't  long run relationship between the two variables. In particular, result doesn't confirms the tourism-led economic growth hypothesis. The finding validates the need of government involvement in promoting and increasing international tourism demand to attain sustainable growth and development in the industry.
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2- Introduction:
Over the years, tourism has been identified as one of fastest growing economic sectors in the World. According to the united nation world tourism organization (UNWTO), international tourist arrivals expanded at an annual rate of 6.2%, growing from 25 million to 1035 million from 1950to 2012, and also increased
Revenues collected from these tourists, at US dollar current prices, from2.1 billion dollars to 1.076 million dollars during the same period, or equivalent to average annual growth rate of 10%; a rate far in excess of the growth rate of the global economy as a whole (UNWTO, 2014).As a result, many developing countries have given prominent precedence to the industry in pursuing economic growth and development. Tourism is considered as the industry which not only generates foreign exchange income to the host country, but also creates employment opportunities in various sectors, stimulates the development of services and economic growth. Moreover, benefits of tourism are spread over a wide section of society comparatively to other sectors of the economy.
South Africa is one of the major tourist attraction destinations in sub- Sahara  Africa  region. The country has unique opportunities for various kinds of tourism including traditional tourism, adventure tourism, coastal tourism, wildlife tourism safari tourism, cruise tourism and cultural tourism etc. Its geographical location, natural beauty and historical and heritage values have made additional potential for promoting tourism in the country (Sanetee2007), (lue 2004), (Sarah. I 2005) .
 After the economic and political reforms in 1994, the successive Governments have implemented various attractive policies and programs to promote tourism in pursuing economic growth and development. In particular, the country witnessed a strong upsurge in tourism in 1996 after the Department of Environmental and Tourism Affairs (DEAT)published the White Paper on the Development and Promotion of Tourism (Harold 2002) .In the White Paper, the government identified tourism as a sector which could provide the nation with an engine of growth, capable of dynamiting and rejuvenating other sectors of the economy (DEAT, May 1996). In October 2010 the new National Department of Tourism (NDT), under the direction of the Minister of Tourism, initiated and managed an inclusive process to draft a National Tourism Sector Strategy (NTSS) to inspire and accelerate the responsible growth of the tourism industry from 2010 to 2020 and to be a one of the Top 20 tourism destinations in the world by 2020 (NDT, Feb. 2011).
 According to Tourism statistics of south Africa ,the number of tourist arrivals increases from 7152246 in 1995 to20245051 in 2013 (SSA, Tourism 2013),South Africa’s international tourist arrivals grew at an annual average growth rate of 7.4% between 2011 and 2013 ,well above the global average of 4.5% during this period (NDT ,May 2014).Tourism  plays a significant role in the economy of south Africa ,The total contribution of Travel & Tourism to GDP was ZAR323.0bn (9.5% of GDP) in 2013, its total contribution to employment, including jobs indirectly supported by the industry, was 10.1% of total employment (1,404,000 jobs). Visitor exports generated ZAR97.8bn (9.4% of total exports) ,and Travel &Tourism investment in 2013 was ZAR56.8bn, or 8.6% of total investment(WTTC ,2014). 
Although the relationship between tourism development and economic growth has been examined in a number of countries, the majority of these studies have been concentrated mainly in Asia and Latin America. Very few studies have been conducted in sub-Saharan Africa. Moreover, the majority of the previous studies suffer from major limitations because most of them were based mainly on either 
the Engle-Granger residual-based co integration approach or the Johansen-Juselius maximum likelihood test. Yet, these tests have been found to be unreliable – especially when the sample size is too small. In view of the weaknesses associated with the previous studies, the current study attempts to examine the relationship between tourism and economic growth using the recently introduced ARDL-bounds test approach  . The remainder of the paper is organized as follows: section 2 highlights the literature review. Section 3 presents the econometric methodology, section 4 contains empirical results and discussion, and finally, concludes are drawn in section 6.
3- literature Review
The economic impact of tourism has been widely studied in the both developed and developing countries since tourism connects with wider range of industries and creates benefits to various parts of the society. Researchers argue that tourism has a positive impact on household income, government revenues and balance of payment. Therefore, it is widely accepted that tourism has a positive impact on economic growth of the host countries (Khan et al.1990; Lim, 1997). The causal relationship between tourism and economic growth can be explained by three varying views. The first view maintains that tourism is a major driver of economic growth, and this view is referred to as the tourism-led growth hypothesis. The second view is that economic growth strongly contributes to the growth in the tourism sector, which is referred to as the growth-led tourism hypothesis. The third view, however, argues that both tourism and economic growth drives each other ( Obadiah N. Kibara,et al., may2012).  Studies that are consistent with the tourism-led growth hypothesis are Katircioglu (2010), who finds the existence of a long-run equilibrium relationship between international tourism and economic growth, hence confirming the tourism-led growth hypothesis in the long run. Belloumi (2010) examines the causal relationship between international tourism earnings and economic growth in Tunisia using annual data for the period 1970-2007. The study shows that there is a one-way causality from tourism to economic growth.
P. Srinivasan et.al (2012) used Autoregressive Distributed Lag (ARDL) bounds testing approach to examine the impact of tourism on economic growth in
Sri Lanka during the period from (1969 to 2009).and find that tourism has a
positive impact on economic growth in Sri Lanka both in the short run and long-run. Akinboade and Braimoh (2010) examine the direction of causality between international tourism earnings and long-run economic growth in South Africa using Granger causality test. The results support a uni-directional causality from international tourism earnings to real GDP in the short and long run.Using panel data of 42 African countries for the period 1995-2004, Fayissa et al. (2008) examine the potential contribution of tourism to the economic growth of African economies. The results indicate that tourism greatly contributes to the current level of GDP and the economic growth of sub-Saharan African countries.
Studies that are consistent with the growth-led tourism hypothesis include Odhiambo (2011) ,who examines the relevance of the tourism-led growth hypothesis for Tanzania. The author finds that there is a short-run bi-directional causality between tourism development and economic growth and a distinct long-run uni-directional causal flow from economic growth to tourism development. The study concludes that tourism-led growth is only applicable to Tanzania in the short run; however, in the long run, it is growth-led tourism hypothesis that dominates. Lee (2008) examines the short and long-run relationship between tourism and economic growth in Singapore. The findings of the study show that there is a uni-directional Granger causality from economic growth to tourism, thereby supporting the growth-led tourism hypothesis in Singapore. Oh (2005) examining the contribution of tourism development to economic growth in the Korean economy and finds that the hypotheses of tourism-led economic growth (TLG) could not be verified in the case of the Korean economy. The results of this study, therefore, imply a one-way causal flow from economic growth to tourism growth.
Studies that are consistent with the bi-directional causality between tourism and economic growth include Kim et al. (2006) who tested the causal relationship between tourism expansion and economic development in Taiwan. The results prove a long run equilibrium relationship and bi-directional causality between the two variables. Ongan and Dimiroz (2005) examined the contribution of tourism to the long run Turkish economic growth, they found that there is a bidirectional causality between international tourism and economic growth .Durbarry (2004) investigated the relationship between tourism and economic growth in Mauritius using the error-correction model, and found a distinct bidirectional causality between tourism and economic growth .Katircioglu (2009) analyzed the relationship between international tourism and economic growth in Malta and the direction of causality. The author concluded that both the tourism-led growth and output-driven tourism hypotheses can be inferred for Malta.
 From the above literature survey, it is clear that most of the empirical studies were mainly focused on emerging economies. However, studies regarding South Africa are found to be meager. Besides, the majority of the previous studies have mainly used either the residual based co- integration test associated with “Engle and Granger” or the maximum likelihood test based on “Johansen” and “Johansen&Juselius”. Yet it is now well known that these co integration Techniques may not be appropriated  when the sample size is too small. The present Study attempts to investigate the impact of tourism on economic growth in south Africa using the newly developed ARDL-Bounds testing approach. Unlike other co integration techniques, the ARDL does not impose a restrictive assumption that all the variables under study must be integrated of the same order. Secondly, while other co-integration techniques are sensitive to the size of the sample, the ARDL test is suitable even if the sample size is small.
4- Methodology
The Autoregressive Distributed Lag (ARDL) bounds testing approach has been employed in this paper to examine the impact of tourism on economic growth in South Africa. The ARDL modeling approach was originally introduced by Pesaran and Shin (1999) and further extended by Pesaran, Shin and Smith (2001) . The autoregressive distributed lag model (ARDL) is the major workhorse in dynamic single-equation regressions. Its popularity in applied time series econometrics has even increased, since it turned out for non stationary variables that co integration is equivalent to an error-correction mechanism, By differencing and forming a linear combination of the non stationary data, all  variables are transformed equivalently into an error correction (EC) model with stationary series only (Hassler&Walters 2005).  The idea of this model depend on including  lagged values of the dependent variable and current and lagged values of one or more explanatory variables ,Where the model takes in its general form  ADL(p, q1, q2, · · · , qk) the following formula:


A(L)yt= m +B0(L)yt-n +B1(L)x1t + B2(L)x2t + · · · + Bk(L)xkt+ ut,
where:

a(L) = 1 - a1L -……- apLp;

b(L) = b0 + b1L + : : : + bn Ln

.ARDL-UECM used in the present study has the following form as expressed in Equation (1):
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where, G and T are gross domestic product and tourism receipts ,respectively; Δ denotes a first difference operator; it represents natural logarithmic transformation; β0 is an intercept and εt is the error term.
The first step in the ARDL bounds testing approach is to estimate Equation (1) by ordinary least squares in order to test for existence of a long-run relationship among the variables by conducting an F-test for the joint significance of the coefficients of the lagged level variables, i.e., H0: β1 = β2 = 0 against the alternative H1: β1  β2 0.Two sets of critical value bounds for the F-statistic are generated by Pesaran, et al. (2001). If the computed F-statistic falls below the lower bound critical value, the null hypothesis of no-co integration cannot be rejected. Contrary, if the computed F-statistic lies above the upper bound critical value; the null hypothesis is rejected, implying that there is a long-run co integration relationship amongst the variables in the model. Nevertheless, if the calculated value falls within the bounds, inference is inconclusive .Once the long-run relationships have been identified. In the second step, once co integration is established, the conditional ARDL long-run model for Gt can be estimated as:
[image: ]
Where, all variables are previously defined. This involves selecting the orders of the ARDL (p, q) model using Schwarz Bayesian Criterion (SBC).

 Data Sources: Annual time series data for the two variables under consideration, namely the real Gross Domestic Product (GDP) and the official tourist receipts of South Africa (both in US $ million), have been carried out from the year1995 to 2013. The data on tourism receipts are collected from the annual report of (UNWTO) whereas the real Gross Domestic Product (GDP) of South Africa are obtained from the World Bank database. And these data is illustrated in table 1 and figure 1  
Table 1
GDP and tourism receipts in South Africa during 1995-2013

	Years
	GDP
	tourism receipts

	1995
	178,122,379,80 
	2,654,000,000 

	1996
	186,095,911,072 
	3,137,000,000 

	1997
	191,021,431,247 
	3,422,000,000 

	1998
	192,009,743,167 
	3,419,000,000 

	1999
	196,537,579,834 
	3,407,000,000 

	2000
	204,702,907,566 
	3,338,000,000 

	2001
	210,302,398,288 
	3,256,000,000 

	2002
	218,015,948,749 
	3,695,000,000 

	2003
	244,445,401,336 
	6,674,000,000 

	2004
	234,667,864,557 
	7,571,000,000 

	2005
	247,051,562,310 
	8,629,000,000 

	2006
	260,895,634,418 
	9,211,000,000 

	2007
	275,369,490,017 
	10,226,000,000 

	2008
	285,343,656,576 
	9,178,000,000 

	2009
	280,988,794,152 
	8,684,000,000 

	2010
	289,811,738,504 
	10,308,000,000 

	2011
	300,242,871,561 
	10,707,000,000 

	2012
	307,649,471,369 
	11,201,000,000 

	2013
	313,465,966,138 
	10,468,000,000 


	Source;   - the world bank, world bank database, www.worldbank .org 
- United nation World Tourism organization (UNWTO), Annual Report, various issues , (Madrid:  UNWTO).

Figure 1
GDP and tourism receipts trend in south Africa during 1995-2013




Source:  from table 1 .

4-Empirical Results and Discussions:
Before we proceed with the ARDL bounds test, we test for the stationary status of the selected time series data to determine their order of integration. This is to ensure that the variables should not be stationary at an order of I(2) because the computed F-statistics provided by Pesaran, Shin and Smith (2001) are valid only when the variables are I(0) or I(1). Therefore, we conducted the Augmented Dickey-Fuller (ADF) test for both variables and its result is presented in Table 2 and 3 . The unit root test results reveal that the tourism receipts and gross domestic product series are found to be integrated at an order of I(0) and I(1), respectively. Then, we employed Autoregressive Distributed Lag (ARDL) bounds testing approach to examine the impact of tourism receipts on economic growth.

Table  (2)
Unit Root Test Results for (GDP)
.
	                        ADF-GLS tests for variable GDP                        
       The Dickey-Fuller regressions include no intercept and no trend        
**************************************************** 17 observations used in the estimation of all ADF regressions.
 Sample period from 1997 to 2013
****************************************************
        Test Statistic          LL         AIC         SBC         HQC
 DF        -.24183         -450.2881   -451.2881   -451.7047   -451.3295

	
 ADF(1)     .23409         -448.5426   -450.5426   -451.3758   -450.6254
****************************************************LL  = Maximized log-likelihood      AIC = Akaike Information Criterion
 SBC = Schwarz Bayesian Criterion    HQC = Hannan-Quinn Criterion



Table  (3)
Unit Root Test Results for (tourism receipts)

	             ADF-GLS tests for variable TOURISM, RHO =    .63158              
      The Dickey-Fuller regressions include an intercept but not a trend      
****************************************************
 17 observations used in the estimation of all ADF regressions.
 Sample period from 1997 to 2013
****************************************************
        Test Statistic          LL         AIC         SBC         HQC
 DF        -.36857         -374.5948   -376.5948   -377.4281   -376.6777
 ADF(1)    -.75054         -374.3427   -377.3427   -378.5925   -377.4669
**************************************************** LL  = Maximized log-likelihood      AIC = Akaike Information Criterion
 SBC = Schwarz Bayesian Criterion    HQC = Hannan-Quinn Criterion.



Table 4 presents the result of ARDL bounds test for the co -integration relationship based on equation (1). The appropriate lag length was selected on the basis of Schwarz Bayesian Criterion (SBC) for the conditional ARDL-UECM. The Table result reveals that the computed F-statistic is obviously below the lower bound critical value at the five per cent significant level. Thus, the null hypothesis of no co-integration cannot be rejected, indicating there isn't a stable long-run co integration relationship among the tourism receipts and economic growth in South Africa.

Table  (4)
Results of Bounds Test Approach to Co- integration
	
Testing for existence of a level relationship among the variables in the ARDL model
****************************************************
 F-statistic  95% Lower Bound  95% Upper Bound  90% Lower Bound  90% Upper Bound
    1.1725          3.9073          4.8388          2.8295          3.7314

 W-statistic  95% Lower Bound  95% Upper Bound  90% Lower Bound  90% Upper Bound
     .0000          7.8145          9.6776          5.6590          7.4629
****************************************************
 If the statistic lies between the bounds, the test is inconclusive. If it is above the upper bound, the null hypothesis of no level effect is rejected. If it is below the lower bound, the null hypothesis of no level effect can't be rejected. The critical value bounds are computed by stochastic simulations  using 20000replications.







5- Conclusion
 Autoregressive Distributed Lag (ARDL) bounds testing approach was employed to examine the impact of tourism on economic growth in South Africa . The analysis reveals that there isn't a stable long-run co integration relationship among the tourism receipts and economic growth in South Africa. In particular, result doesn't confirms the tourism-led economic growth hypothesis .This means that the tourism  sector doesn't  connect with  other sector in the economy  and doesn't  create benefits to various parts of the society .this may attributes to the fact that the tourism sector doesn't represent a leading sector in South Africa , and  its economy depends mainly on specific sectors such as mining , manufacturing,  and information and communications technology . Overall, our study implies that South Africa can improve her economic growth performance, not only by investing in the traditional sources of growth such as investment in physical and human capital as well as through technological advancements but can also strategically harness the contribution of the tourism industry towards such economic growth. Therefore, it is recommended that special emphasis be paid to the domestic tourism industry as  a mean of fostering higher economic growth, and hence policymakers are advised to consider integrating tourism development programs into major economic development plans such as the highly popularized Millennium Development Goals (MDG). In particular, sustainable developments within the local tourism sector can assist in addressing the MDG’s global challenges such as poverty, hunger and unemployment through the direct contribution which the tourism adds to economic growth. Therefore, by generating wealth, the South African tourism sector can play a significant role in the achievement of MDG goals by creating opportunities for entrepreneurship, opportunities for employment and, via its multiplier effects, generate income from the primary sector of the economy inclusive of trade, manufacturing, construction and agriculture. The finding validates the need of government involvement in promoting and increasing international tourism demand to attain sustainable growth and development in the industry.
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