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This study exanines the factors that detennitrc the tlemancl .[or tourisnt in Afi.ica. h stafis by analy-sirtg the
trerd irt tourisnt across the globe, foctrssing pctrticulorll' on Africa. There are severalfactors tlrut ilfllettce
the demartd for tourism. Tltis study has included both enclogertous and exogenous yariables itt cletertnining
the factors tltat inJlttence lotrrisrtt dernancl irt Africa. L sing a tlyrrornic Generolizetl Methocl of Montertts parrcl
clctta analv*sis, it w'as discovered tlut erogenous t'ctriablcs suc:lt cts political instability, crirne rate atrl
endogenous variables snclt as exchonqe rate oppreciatiotr atrcl t'ottsumer price incler are sigrriJigcutfactors
tt'lticlt tourisls cottsicler wlrcn cltoosirtg ,lfricct tts tlicir dc.ttitmiotr. 7-lte results o;f tltis stucl.,- cotrfonn witlr
lVaude and Saay-ntart (2004) ord Eilrt: o,til I.irrutt 1200-:) 11,,1to (.(iliend that political upltccn,als, cut itrcrectse
irt crime rate, among otherfactors, iu!' rsl()ntibte for the det'littc irt rhe irtflotv of rourists to lfrica. fttis
paper cortr:lrtdes that tlte erogetrorts t'oriobles rtre rlte tital tletennittants of rourist cltoices v,ith resltect to
African destinatiorts. flrc author.vlSSc.t/J ttnt for A.frico to betrcJit Jrom thc potertialities ern1tecldecl in tlte
tottrisnt sector, African leaders must strit,e to rtutirttnirt peucc otrd ltolitic:al srabilitt, tts well as recluce tle let,el
of ittcessant crinrcs in tlteir yarious courttries.
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Introduction
Tourism is one of thc rnost flourisirin_g and cmcrging
industrics in thc rvorld. Intcrnational rcccipts havc
grown by over 10 pcr ccnt in thc last tcn ycars. tvhilc
international tourisrn cxpcnditure amourltcd to ovcr
USS525 billion in 2003 (WTO, ZO04). itcsidcs irs
potential to crcate cmploymcnt opportunitics and
foreign cxcirangc in a country, it is also a means of
providing infrastructurc as lvcll as p routoring
cooperation and understanding among pcoplc tlie world
over. Tourism has bcconte a trcans through which
rnany coulttries, cspecially the dcveloping countrics,
irnprove rheir income and at tire samc time sirorvcasc
thcir rradirional hcriragc.

On the African contincnt, tourism is vicrvcd as a
rneans of cnhancing cconornic grolvth and dcvclop-rncnt
(Kester, 2003), as u,cll as irnprovilrg thc imagc oi thc
continent to the outsidc world. According to Chrisric
and Crompton (2001). thc contribution of rhc tourism

industry to tirc gross domesric producrs (GDps) anrt
cxports o1 rnany Alricair countrics have incrcascd over
tinrc. As idcntilied by a WTO (2004) rcporr, rherc has
bccu a significant growth in thc lcvcl of intcrnational
tourist arrivals in Africa. Thc Worlcl Travcl and
'l'ourisrn Council (WTTC) also puts rhc value of
US539.6 billion as ritc amount riilt was gcncratcd in
2003 liom cconomic activitics in the travcl and tourism
industry in sub-Sairaran Africa. Thc report shows that
tourisrn conrributcs about 2.5 % of th:e GDp in the
rcgion, and accounts lor about 5.5% of employment.

IIou,cvcr, in spitc of Africa's potcntial in tourism,
the contincnt's tourisln cndownrcr.rts are underdcveloped
and undcrutiliscd. ll'hc WTO (2004) rcport indicatcs
that Africa attractcd lcss tiran 5% of intcrnational
tourist arrivals in 2004, and rcccivcd lcss than 3% of
intcrnational tourism rcceipts. In ZOOI, Africa
witrrcsscd about 27.7rniltion international tourist
arrivals and got an intcrnational tourism rcccipts of

' This paper was prcsentcd at the I2rr' Atiican Economclrics Socictl, (AIiS) conle rcncc ir.r cape 'l'own, South Alrica. commcnts
and contrihutions at the conf'ercnce have bccn incorporated.
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USSl1.7 billion (Naude and Saayman, 2004). This
irnplies that there are 3.7 tourist arrivals for every 100

people. This result is very poor compared with the
world average of 1l and 44 arrivals per 100 people in
Europe.

Tirerc are lirnited empirical studies on tourism in
Africa despite its potentialities and endowments.
Christie and Crompton (2001) contend rhat thc lack of
ernpirical studics on tourism in Africa is largely
rcsponsible for thc poor managcmcnt of the industry.
This study intends to contribute to the existing litcrature
on tourism in Africa by including both endogcnous and
exogcnous variablcs in explaining thc factors that
determinc tire dcmand for tourism on thc contincnt,
using the dynamic Generalizcd Method of Moments
(GMM) of pancl data analysis betwccn 1995 a:nd 2004
(an update of data points by Naudc and Saayman,
2004).

Tourism in Africa
'fourism is bclicvcd to be an important ingrcdicnt for
cconomic dcvclopmcnt due to its impact on employmcnt
generation, provision of infrastructure, gencration of
incorne, taxes, cxports and the cnhanccmcnt of global
pcace (Eilat and Einav, 2003). According to Sinclair
(1998), tourism is now among the fastest growing
industries in the world. Cornpetition among dcstinations
has also intensified to attract more tourists.

The growth in tourism has been imprcssivc in
rccent years. This is revealed in thc nurnber of tourist
arrivals the world ovcr which showcascd an
unprecedented increase from 25.3 million in 1950 to
69.3 million in 1960 and later to 165.8 rnillion in 1970.
Dcspite the retardation in the growth rate of tourist
arrivals sincc 1970, world tourist ariivals multiplied by
a factor ofabout 27 betwcen 1950 and 2000, (as shown
in table 1). Thus, from 25.3 million in 1950,
international tourist arrivals reached 763.2 million in
2004 at an average annual growth rate of 6.4 per cent.
In terms of global tourism receipts, the world witnessed
an incrcase from USS2.1 billion in 1950 to USS17.9
billion in 1970, it latcr rose to USS106.5 billion in
1980. Due to the increase in tourist arrivals globally
coupled with the expendifirre, international tourism
receipts increased frorn USS106.5 billion in 1980 to
USS479.2 billion twcnty years later. The trend
continued tili 2004 when the total global tourism
receipts amounted to USS622.7 billion. This has led to
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a situation whcreby many countries are setting targets
to gain additional income, foreign investments,
cmpioyrncnt and tax rcvenues that the sector can
providc.

Table 1. International tourist arrivals, 1950-2004 (million)

Pacific East

1950 25.3 0.5 7.5 0.2 16.8 0.2
1960 69.3 0.8 16.7 0.9 50.4 0.6
t970 165.8 2.4 42.3 6.2 113.0 1.9
1980 278.2 7.3 62.3 23.6 117.5 7.5
1990 441.0 t5.z 92.8 51 .7 265.3 10.0
2000 680.6 28.2 128.2 114.9 384.1 25.2
2001 680.4 28.9 t22.1 120.'7 383.8 25.0
2002 700.4 29.5 116.6 131 .1 394.0 29.2
2003 689.7 30.8 113.1 119.3 396.6 30.0
2004 763.2 33.2 125.8 152.5 1416.4 3s.4

Source: World Tourism Organisation, 2005.

Many African countries havc startcd tapping into the
potential benefits of tourism. According to Kcster
(2003), tourism has thc potcntial to contribute
significantly to cconomic growth and dcvelopmcnt in
Africa. Naude and Saayman (2004), in the same vein,
opine that Africa's cultural and natural resource
cndowments are so numcrous that it ought to be
bencfiting largely from tourism; while Christie and
Crompton (2001) bclicve that Africa has exceptional
tourism potcntial that could contributc to thc contincnt's
GDP.

Table 2. International Tourism Receipt, 1950-2004 USS (billion)

19s0 2.1 0. i
1960 6.9 0.2

1.1 0.04
2.5 0.2

0.9 0.03
3.9 0. r

11.0 0.4
63.7 3.5
145.6 5. 1

231.6 15.6

226.7 15.5

241.2 t5.7
282.9 16.8
326.7 zt.O

1970 17.9 0.5 4.8 1.2
1980 106.5 3.4 24.7 li.3
1990 273.2 6.4 69.3 49.7
2000 479.2 10.6 131.0 90.4
2001 467 .0 I 1 .5 I 19.8 93.5
2002 48 r.6 I 1.8 113.7 99.1
2003 524.2 r5.5 I 14.1 94.9
2004 622.7 18.3 t3t.7 125.0

Source: World Tourism Organisation, 2005

International tourist arrivals to African destina-tioiis
incrcased from just 500,000 in i950 to over 15 miilion
in 1990 (sce table 1). The number of arrivais, which
was 28.2 rnillion in 2000, rose to 33.2 million in20O4.



This clearly shows that Africa's tourist arrivals have
grown over time. According to WTO figures (2003),
Africa's tourism has grown significantly since 1990,
and in terms of the continent's receipts on global
tourisrn, table 2 reveals that Africa's international
tourism receipts rose from USS100 miilion in 1950 to
USS3.4 billion in 1980 and to USS6.4 billion in 1990.
By 2000, Africa's tourism receipts had risen to
USS10.6 billion and USS18.3 billion in2004. Africa's
tourist arrivals and receipts literally depicts Africa an
increase, but its share is still small, increasing from
1.98 per cent in 1950 to 4.25 per cent in 2001. The
latter figure fell in 2002 to 4.21per cent and picked up
in2004 to 4.4 per cent of the global tourist arrivals (sce
fig.l). In terms of growth rate, the contincnt rccorded
a decline of about 42 per ccnt of the previous nulnbcr
arrivals in 1960.

Subsequently, therc was a positive growth ratc of
about 81 per cent in 1980, which marked the peak of
growth. Since then, there had been a drastic fall in the
growth rate till 2001, after which there was a slight
increase bctween 2002-2003 which fcll again in 2OO4
(as shown in fig. 2).

The case of the growth rate of Africa's tourist arrivals
is not diffcrent from that of its rcccipts. Figurc 4
indicates that Africa experienced a ncgative growth rate

A Patrcl Data Analysis of Dennnd for Tourism in Africa

of 39 pcr cent in i960 which reduced to -27 per cent in
1990 and later to -0.7 pcr cent in 2004.
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Figure 1. Africa's share of global tourist arrivals
Source: World Tourism Organisation, 2004
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Figure 2. Gro.rvth in Africa's tourist arrivals markct share
Source; Computed from World Tourism Organization, 2004.
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Figure 4. Africa Tourism Receipts Performance
Source: Computed frorn World Tourism Organization, 2004.

Moreover, tourist arrivals in different regions of Africa
vary. According to WTO figures (2003), there has been

a considerable improvement in tourism in Africa,
especially in 1990.Of particular interest is that of
Southern Africa, which grew by almost 300% between

1990 and 2002 (as shown in table 3). North Africa,
however, still remains the most attractive regional

destination, capturing t.5% of the total international
tourism market share (Naude and Saayman, 2004). It is
worthwhile to note that as the tourist arrivals in Africa
increased in 2001 while that of the world tourism
decreased during that period.

1990 R95 2000 2002 2003 2004 19958 2004*

Africa 15,160 20,438 28,154 29,492 30,763 33,222 r00 100

North 8.398 7,271 10.202 10,407 11,092 12.791 35.6 38.5

Africa

W e s t 1,352 1,913 2,451 2,728 2.762 2,960 9.4 8.9

Africa

Cent. 365 357

Africa
627 677 788 1.7

E a s t 2,842 4,906 6,600 6,927 7,251 7,483 24.0 22.5

.4,frica

S o u t h 2,203 5,991 8,235 8,804 8,980 9, 199 29.3 27 .7

Africa
Soarce.' World Tourism Organisation. 2004
* Denotes percenage increase to the previous year
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Central Africa had the least tourist arrivals on the

continent, followed by West Africa. This might be due

to the inadequate infrastructures that are available for
tourism in these countries compared to what obtains in

the North, South and East African regions.

Literature Rcview
In general, reviews of existing literature have focussed

on analyzing the impact of the determinants of tourism

on the sector and the accurate forecast offuture tourism

demand. The present study pays particular attention to

the underlying determinants of tourism demands. The

comprehensive reviews of the literature on tourism

demand by Crouch (I994a, I994b, 1995), Witt and

Witt (1995), Lim (1997, 1999) and Li et al. (2005)

suggest a substantial agreement rcgarding both tourism

demand measures and the variables that are important

in explaining international tourism flows. A lot of these

existing works have uscd tourist arrivals/departures and

tourism receipts/expendihrres as depcndent variables.

The number of tourists that stay ovcrnight in their

destinations and the average length of their stay have

also been studied. As for the explanatory variables,

models of tourism dcmand borrow heavily from the

consumer theory, which predicts that the level of
consumption depends on the consumer's income, the

price of the good/service in question, the prices of
related goods (substitutes and complements) as well as

other demand shifters. As a result, income and prices

are the most commonly used variables in terms of the

major factors influencing tourism demand.

Given that leisure tourism is generally regarded as

a luxury good, the income remaining after expenditures

on necessities, or the so-called discretionary income,

would be the preferred income variable. However,
discretionary income is a subjectivc variable and is not

precisely measurable. Therefore, most researchers have

relied on the nominal or real (per capita) personal,

disposable, or national income, as well as GDP as

measures of income in origin countries.

The demand for tourism includes two price
elements: the cost of travel to thc destination and the

cost of living in the tourist destination. Also, existing
literature shows that the most often employed variablcs

aimed at mcasuring the cost of living at the tourist
destination relativc to the origin country (and possibly

to alternative destinations) have been relative consulner

price indices. However, their deficiency comes from

2.4



the fact that the expenditure patterns of a tourist might
be quite specific and therefore different from that of the

average household in a certain country. As a rcsult,
some sfirdies have used specific price indiccs such as

hotel, drink and tobacco, shopping, mcals, cntcrtain-
ment and other variables. I{owevcr, the work of Martin
and Witt (1987) has shown that such tourism-spccific
indices are no better than the overall price indices.

The exchange rate in the tourism demand modcI, in
addition to/or combined with the rclative price
variables, are often empioycd in many studics. Sorne

authors have argucd that tourists respond to exchange

rate movcments much more than to changcs in rciativc
inflation rates when they make decisions on travcl
destinations (Artus, 1972). Howcver, Martin and Witt
(1987) argue that cxcirange rate aionc rs not an

acccptablc lncans of dctcnnining tourisrn costs. Most
crnpirical works on tourism dernand modcls have uscd

thc cxchangc ratc adjustcd for rclativc priccs (ic, rcal
excirange rate) to capturc thc substitution bctwccn
domcstic vacations and internationai travel. In this way,
the impact of (rclativc) inflation and cxchange rate

movcments arc lncasurcd using a singie variablc.
Lcss attcntion has bccn paid to transportation costs

due to thc fact that thcre is lack data to accuratcly
measure transportation costs. In countrics whcrc most
of the tourists arrive by car, the proxies are usually oii
or gasoline prices, whilc in tirc casc of far-off
destinations, airline fares is the prcferablc altcrnative.
in the lattcr case, according to Mcrvar and Payne
(2007), data problerns arise due to the varied costs of
airline tickets, which are difficuit to collcct and use for
an empirical analysis. Furthcrmore, multicollincarity
bctwccn the transportation cost and_incomc variablcs
presents an often citcd reasorl for ornitting thc
transportation cost variable from tourism studics (Lirn,
1999).

Furthcrmorc, the dclcterious cffccts of supply
constraints in form of shortagcs in hotcl accotn-
rnodation, passcnger transportation capacity and traincd
staff, cannot be adjustcd rapidly. Sornctimcs, a rirnc
trcnd is included to capture qualitativc factors in tourist
destinations. Also, duminy variablcs arc cmploycd in
ordcr to capture tire irnpact of rvar, political criscs or
natural disastcrs, as wcll as scasonal variations.

The tourism demand modcl is usually cstimatcd as

a function of income of the tourists' origin country.
transportation costs bctwccn dcstination and origin,

A Pattel Data Atta\'sis of Dernarul for ToLtrisnt irt Africa

cxchange rates, relativc priccs, dummy variablcs and

the dctcnnining factors. In thc past studics on tourism
dcmand, annuai data wcrc oftcn cmploycd, but thcrc
has bccn an incrcasing usc of quartcrly data in rcccnt
Iitcrature which is in linc with thc grorving intcrest in
thc scasonality of global tourism flows (Lirn ct al,
2005). In tcrms of thc cstirnation techniqucs, thc log-
linear regrcssions arc thc most frcqucntly crnploycd
functional forms, as thc estimatcd cocfficicnts can bc

intcrpretcd as elasticitics. Ifowcvcr, while traditional
cconomctric tcchniqucs dominatcd studics up to thc
mid-1990s, thc usc of cointcgration, vcctor autorc-
grcssive rnodcls, almost idcal dcrnaud systems, and

tirnc-varying paralnetcr modcls havc sincc bccourc

fanriliar approachcs. Thus, givcn thc fact that the trcnd
parallcls the ovcrall trcnd in applicd cconoinctric
studics, it has sincc bccn shown that most titnc scrics

data are not stationary. Thcrcforc, thc usc of traditional
cconomctric tccirniqucs may scriously affcct the

crcdibility of thc rcsults (Mcrvar and Paync, 2001).

Somc studies, howcver, havc attctnptcd to forccast
thc dcrnand for tourisrn at a particular pcriod of timc
using various forccasting lnctlrods. Martin and Witt
(1989) cornparc thc accuracy of scvcrai quantitativc

lncthods in forccasting tourism dctnand in an

intcrnational corltcxt; Johnson and Ashrvorth (1990)

h.ave survcy articles on the dctcnninants of tourism
dcmand; Witt and Witt (1995) havc rcvicr,vcd about 65

crnpirical studics on tourisrn dcmand; while Sinclair and

Stablcs (1997) makc a synthcsis of scvcral tourism
analyscs, discussing particularly thc usc of diffcrcnt
kinds of rnodcls, rvith cxplicit considcration of thc

single cquation and systcm of cquations approachcs,

and thcir rcspectivc advantagcs and disadvantagcs.

Studics on thc dctcrininants of tourisrn dcmand arc

subjcctcd to spccific problcms. Thc rcasons for thc
problcms, according to Mcllo et ai. (1999), arc

twofold: thc spccial naturc of thc dcrnand for tourisrn,
wirich can bc attributcd to thc cornplcxity of thc
motivational structurc undcrlying thc dccision-rnaking
proccss, and thc scarcity of rclcvant data that are
fundamcntal in cconomctric rnodcliing. i'hc quantitativc
studics of tourism dernand requirc a formal
mathcmatical rnodel that can providc cstimatcs of thc
scnsitivity of demand to changcs in thc variables on
which it depcnds. Econometric rnodelling can supply a

good basis for an accurate forecast which is of
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considerable value for policy making and an important
element in public and private investment decisions.

However, tourism demand rnodelling is not easy

due to the complexity of the decision-making process,

the multiplicity and heterogeneity of the products and

services specified, the fact that transportation plays a

role in tourism consumption, the inter-temporal
dependence of current demand on its past and future

values, and the non-separability between leisure

consumption and labour supply and/or between tourism

demand and the demand for othcr goods and services.

These difficulties in the spccification of a

comprehensive and reliable model of demand for
tourism are compounded by the existence of
unquantifiable factors influencing demand. as well as

the inaccuracy or unavailability of data for those that

are, in principle, measurable.

Thus, the conceptual and practical problems

underlying tire empirical studies in this area account for
the simplifying assumptions made by researchers in

their attempts to specify econometric models for
explaining the behaviour of tourism demand. As long as

the assumptions do not distort the estimated results,

they perform an important role in facilitating the

provision of information which can be useful for policy

formation and decision making. When the assumptions

are inadequate and questionable, they give rise to

models that rnay ernbody misspecification bias, leading

to inaccurate and unreliable estimation results that

cannot be used for any sound inference and forecasting

for policy purposes.

The major examples of this latter type of model can

be found in the single equation approach within a static

context. 'fhese ad hoc modcls lackthe theorcticai basis

for which a reasonable testable hypothesis of consumer

theory can be included, and gcneraliy neglcct the

possible interdepcndencics among compcting

destinations (Mello et al, 1999).These cquations usually

ignore the dynamic nature of dernand for tourism,

disregarding the possibility that the scnsitivity to

tourism demand by its determinants may differ betwcen

different time periods. Modelling proccdures

constrained by these theoretical faults lead to empiricai

inadequacies such as the omission of relcvant variables

and incorrect functional form that rcsuit in wrong

models and biassed estimates.

Thus, given the above, it has been discovered that

in the empirical studies of tourism, there are two tnain
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types of models. The first involves the studies that

employ modern time series and cointegration techniques

in the attempt to model and forecast the dependent

variable between one or more countries (Song et al,

2000; Kulenderan and Witt, 2001:- Seddighi and

Theocharous,2002; Song et aL.,2003 and Dritsakis,
2004). The second type includes the studies that

estimate the determinants of international tourism

demand using classical multivariate regressions

(Crouch, 1994b; Witt and Witt, 1995; and Lim, 1997).

This study will therefore explore these two modcls

vis a vis the single equation and system of equation

using annual panel data. The use of these two models is

expected to provide a comparative analysis on the

outcome of the two results so as to really know the

rnodel that suits the explanation of the demand for
tourism.

Mcthodology
The modcl for specification in this study shali follow
the empirical model of Halicioglu (2004), which

examines the influence of world income, relative prices

and transportation cost on tourist arrivals. In this

model, the political dimension to tourism on the African
continent, which was not considered in the Halicioglu's
modcl (2004), is discussed. Thus, this model is

readjusted to include a political dimension to tourism

demand, it includes crimc rate, political instability and

tcrrorist attacks ctc. (Naude and Saayman, 2004;

Odularu and Kareem , 2007). Infrastructure variables

such as the number of fixed and mobile

telecommunication services available for tourists on the

continent are also included. Thus, we specify the

systcm equation model as foliows:

IttT'A,, : dia + dit InW,,+ a,. IttCPI,, + u,rInEXC,, +
a,rlnCR,, + a,rPOL,, * a,ulrtT'EL,,* d,rIttTA,, -

1 * t,, ... (l),,

where, 77 stands for the totai tourist arrivals in Africa,
WY: the rcal world income, CPI; the exchange rate

adjusted to relativc prices betwcen Africa and the rest

of the world, CR ;the crime rate measured by the

incidence of recorded crime in Africa, POL; the

measure of political instability and TEL; thc number of
fixed and mobile telecommuni-cation services. Whiie



I,

I : 1. . N represents the 20 countries that were

selected for the study. We expect that a,, cu > 0, and

.a2, a3, aq, a5 I 0. The study covers 1995 to 2003.

5. Estimation Technique
Panel data analysis is used in the study to estimate the

demand for tourism in Africa. The use of panel data

technique will enable us to address the local
econometric problems in cross-country regression such

as unobserved country effects, outliers, dynamics and

model uncertainty. Its specification is given as:

X:Vb'la*N

X is the tourist arrivals of countryT in period r. D is a 1

x k vector of explanatory variables. a reprcscnts thc

fixcd cffect estimatcs. For : 1,. , Zand t : 2,

. 7". Thc fixed effect cstimator will allow us ro sirow thc

short tcrm and specific country/cross-section cffccts.

Generalizcd method of momcnts (GMM) is uscd in
order to dcal with the problcm of cndogcncity that rnay

arise.

Empirical Results
The GMM was adopted as the estirnation technique in
this study bccause it can corrcct endogcncity and

hcterosccdascity problems that may arisc from tirc use

of other pancl data estimation tcchniqucs. According to

Grecnc (2004), dynarnic GMM provides an cstimation
framcwork that involvcs a mcthod of formulating
modcls and irnplicd estimators without making strong
distribution assumptions.

Tabie 4 shows the result of thc dynamic panci
data techniques uscd in this study. Thc dynamic rcsuit
givcs four diffcrcnt outcomcs of thc tcchnique vis a vis
fixcd cffcct, random cffect, difference and the

orthogonal dcviation. The dynamic results show that in
all thc four outcomes of the model, consumer price
index, which is a measure of rclativc pricc in the

destinations, is inverscly related to the number of
arrivals. The significance of this variable in all the

outcomes, rvith the cxception of the diffcrcncc modcl,
indicates that price is an important factor that tourists
consider in their choice of destinations in Africa, and

the degrec of responsiveness of tourists to changcs in
prices is inelastic in the models of the dynamic panel

analysis.

A Panel Data Analysis of Demand for Tourism irr Africa

Exchange rate in all these models is also

inversely related to tourist arrivals, indicating that the

value of destinations' currencies often discourages
prospective tourists from coming to Africa. It is

important to note that this variable is significant at 5 per

cent level for all the rnodels and it is highly inelastic.

The crime rate on thc continent also has an

inverse effect on tourist arrivals. As the incidence of
crime increases in the destinations, there will be a
reduction in the inflow of tourists to these destina-tions.

Table 6: Panel GN{M Result - Dynamic
Variable Fixed Random

Effect Effect
Difference Orthogonal

Deviation

Constant -8.1934 -0.1205
(-1.94)x (-0.s4)

ln TA (-1) 2.2612 1.0512 2.6020
(2.93)** (34.66)*** (2.53)r+8

cPr -0.0024 -0.0007 -0.0018
(-2.471** (3.35;*xx (-I28)

Exc -0.0002 -3.458-05 -0.0002
(-2.361** C2.05;x* (-1.94)**

lnCrime -0.1486 (- -0.0386 -0.0490
1.61) C2.35;** (0.43)

lnTeline 0.6588 0.1187 0.67'74

(3.911*** (_2.86;*** (5.74;*x*

Pol -0.0782 0.0322 -0.0131
(-0.68) (1.0081) (-0.14)

wY 0.0701 0.0157 0.0451
(1.10) (0.82) 0.77)

Adj R2 0.94 0.86 0.84

2.2612
(2.62)*+*

-0.0024
(-2.621x*

-0.0002
(-2-451**

-0.1486
(-1.38)

0.6588
(5.911x*x

-0.0782
(-0.60)

0.0701
( 1. 10)

0.86

Soalr:e.' Author's calculation. 2007

Note: +. +* and +t* denote l0%, 5% and 1% level ofsignificant.

The laggcd value of tourist arrivals (which is the

number of previous tourist arrivals), the number of
available telephone lines and world income all irave an

effect on the numbcr of tourist arrivals. 'fhe number of
telephone lines for the four outcomes arc statistically
significant. This indicates tirat it is an irnportant factor
that influences tourists' choice of dcstinations.

The samc can be said of the prcvious number of
tourist arrivals on the continent, as ail the outcomes

show that this variablc is a rcicvant detcrminant of
tourist demand. Onc interesting thing is that this
autonomous variabie revcals that if African countries do

not make an cffort to devciop tourism through
infrastructural devclopmcnt, rcduccd crime rate and

stable political situations, thcrc will be a reduction in
the number of tourist arrivals in Africa.

4l
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Therefore, the dynamic panel data analyses are
considered to be more reliable and realistic. Thus, they
are better techniques in explaining the factors that
influence tourism dernand in Africa since it is usually
employed to correct endogeneity problems, the issue of
heteroscedasticity and dynamics of the variables.

Conclusion
We have attempted in this study to determine the
factors that influence the demand for tourism in Africa.
Analyses were carried out on the struclure, pattern and
trend of African tourism. Both thc endogenous and
exogenous variables were considered, that is, rve have

selected the economic variables as wcll as socio-
political variablcs that influence tourists' choicc of
destinations.

Panel data analysis was adopted rr,'rtir the dynamic
generalized method of moments estirnation tcchnique.
The findings of the study indicate that politicai
instability, crime rate, exchange rate appreciation and
consumer price index serve as signals to prospcctive
tourists to the contincnt. However, the previous tourist
arrivals, number of telephone lines, a measure of
infrastructure, and world income positively influence or
determine tourist arrivals to Africa. Another interesting
finding of the srudy is that the results of the dynamic
GMM estimations arc bcttcr than that of the pooled
panel regression analysis that rvas used by Witt and
Witt, i995; and Lim, 1997. Thus, this study's results

conform with the Naude and Saayman (2004) and Eilat
and Einav (2003).

The study concludes that the exogenous variables
such as political instability and crime rate in each

African destination are the \ital determinants of
tourists' choice. The irnplies that for African
destinations to realize the potentialities embedded in the
tourism sector, African governments must be able to
maintain peace and political stability as well as rcduce
the level of crime in their various countries.
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