J

ournal of Environmental Management

and Tourism

Quarterly
Volume IX @SER@
Issue 4(28) rublishing

Summer 2018

ISSN 2068 — 7729

Journal DOI
http://dx.doi.org/10.14505/jemt



Summer 2018
Volume IX
Issue 4(28)

Editor in Chief
Ramona PIRVU

Editorial Advisory Board

Contents:

Supply Chain Management Evidence from Tourism Industry in Greece

How Country Image Affects Intention to Visit a Destination: Evidence from
Russian Tourists Visiting Switzerland

Tourists’ Motivations to Choose Indonesia as a Vacation Destination

Public-Private Partnership as Innovative Form of Attraction of Financial
Resources in Sphere of Tourism

The Causal Relationship between Tourist Arrivals and Economic Growth:
Evidence from Indonesia

Marketing Strategy on Community Based Tourism in Special Region of
Yogyakarta

Analysis of the Motivations and Satisfaction towards Ecotourism in a National
Recreation Area: The Samanes Park in Guayaquil, Ecuador

Entrepreneurial Clusters as a Model of Spatial Development of Russian
Tourism

Russian Experience of Concervation and Renowation of Industrial Regions’
Heritage

Formation of Ethnocultural Tourism Clusters in Russia-Kazakhstan Borderline
Territory

Smart Cities - Conditions for Creating New Quality of Life for Population



SUMMER 2018
Volume IX
Issue 4(28)

Editor in Chief
Ramona PIRVU

Editorial Advisory Board

Economic Growth, Agricultural Output and Tourism Development in Nigeria:
An Application of the ARDL Bound Testing Approach

Legal Issues for Ensuring Security in Tourism and Countering Terrorist Threats

Convergence of Cultural and Historical Heritage Financing Models as g Factor
in the Development of Knowledge-Based Economy in Russia

The Dynamics of International Tourism and Economic Growth Convergence in
ASEAN+3

Investigation of Drainage and Waste Water Quality for the Improvement of
Technological Treatment Solutions

Public-Private Partnership as a Means of Activating Russian Tourism Potential

Integrative Model of the Implementation of e-WOM, Destination Image and
Intention to Behave

Innovation Strategy the Development of Competitifeness of Eco-Based Coastal
Tourism Destination, Management Organization and Quality of Services

The Study of the Use of the Artistic Resource in Educational Tourism

Significant Changes of Tourism Industry in the Altai-Sayan Mountainous
Region

Region DFR - A New Model to Identifying Loyal Tourists on the Destination



Call for Papers
Fall Issues 2018

Journal of Environmental Management and Tourism

Journal of Environmental Management and Tourism is an interdisciplinary research journal,
aimed to publish articles and original research papers that should contribute to the development of both
experimental and theoretical nature in the field of Environmental Management and Tourism Sciences.

Journal will publish original research and seeks to cover a wide range of topics regarding
environmental management and engineering, environmental management and health, environmental
chemistry, environmental protection technologies (water, air, soil), pollution reduction at source and waste
minimization, energy and environment, modeling, simulation and optimization for environmental
protection; environmental biotechnology, environmental education and sustainable development,
environmental strategies and policies, etc. This topic may include the fields indicated above, but are not
limited to these.

Authors are encouraged to submit high quality, original works that discuss the latest developments
in environmental management research and application with the certain scope to share experiences and
research findings and to stimulate more ideas and useful insights regarding current best-practices and
future directions in environmental management.

Journal of Environmental Management and Tourism is indexed in SCOPUS, RePEC, CEEOL,
ProQuest, EBSCO and Cabell Directory databases.

All the papers will be first considered by the Editors for general relevance, originality and

significance. If accepted for review, papers will then be subject to double blind peer review.

Deadline for submission: 15" August 2018

Expected publication date: October 2018

Website: https://journals.aserspublishing.eu/jemt
E-mail: jemt@aserspublishing.eu

To prepare your paper for submission, please see full author guidelines in the following file:
JEMT Full_Paper_Template.docx, then send it via email at jemt@aserspublishing.eu.




Volume IX, Issue 4(28) Summer 2018

JASERS
Publishing

DOI : http://dx.doi.org/10.14505/jemt.v9.4(28).12

Economic Growth, Agricultural Output and Tourism Development in Nigeria: An
Application of the ARDL Bound Testing Approach

Adedoyin Isola LAWAL
Landmark University, Nigeria
lawal.adedoyin@I|mu.edu.ng; adedoyinisola@gmail.com

Abiola John ASALEYE
Landmark University, Nigeria
abiola.asa@Imu.edu.ng

Joseph ISEOLORUNKANMI
Landmark University, Nigeria
Joe.iseolorunkanmi@Imu.edu.ng

Olabisis Rashidat POPOOLA
Covenant University, Nigeria
ola.bisi@covenantuniversity@edu.ng

Suggested Citation:

Lawal, A. I., Asaleye, A. J., IseOlorunkanmi, J, Popoola, O.R. (2018). Economic Growth, Agricultural Output and Tourism
Development in Nigeria: An Application of the ARDL Bound Testing Approach. Journal of Environmental Management and
Tourism, (Volume IX, Summer), 4(28): 786-794. DOI:10.14505/jemt.v9.4(28).12

Article’s History:

Received April 2018; Revised May 2018; Accepted June 2018.
2018. ASERS Publishing®©. All rights reserved.

Abstract:

Drawing from three tourism-growth theories: tourism led growth theory; growth led tourism theory; tourism — growth neutrality
theory; and one agriculture-growth nexus theory — agriculture overlapping theory, this study used the autoregressive
distributed lag (ARDL) bound testing approach to examine whether or not cointegration exist among economic growth,
agricultural output and tourism development in Nigeria. We intend to know what policy instruments need to be manipulated so
as to achieve economic growth, increase agricultural output and enhance tourism development. From the results, it is evidence
that a two —way cointegration exists between economic growth and agricultural output on the one hand, and between economic
growth and tourism development on the other hand. The study also observed that a compelling long run relationship exist
between agricultural output and tourism development. To achieve sustainable economic growth, policy makers are advised to
pursue heavy investment in the tourism industry, adopts improved farming strategies driven by simple technology among
others

Keywords: tourism; economic growth, agricultural output; Nigeria; ARDL.
JEL Classification: G10; E20; Z32.
Introduction

In the recent, tourism is fast becoming a major global growth driven sector. This has motivated the government of
various emerging economies to calibrate tourism into their future growth driven policies. For instance, the Nigerian
government in the year 2004 to identified tourism development as key to achieving her objective of being one of
the first largest economies by the year 2020. In the same vein, agricultural sector remains a major player in the
non-oil sector of the Nigeria economy. The ability of tourism development and/or agricultural development to
advance growth remains an inconclusive but interesting debate among scholars.to influence economic growth in
emerging economies has been a subject of hot discussion and remains inconclusive. Drawing from three tourism-
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growth theories: tourism led growth theory; growth led tourism theory; tourism — growth neutrality theory; and one
agriculture-growth nexus theory — agriculture overlapping theory, this study used the autoregressive distributed lag
(ARDL) bound testing approach to examine whether or not cointegration exist among economic growth, agricultural
output and tourism development in Nigeria. the study is set out to investigate what policy instrument is to be
adjusted in order to promote economic growth, increase agricultural output as well as enhancing tourism
development. We intend to know what policy instruments need to be manipulated so as to achieve economic
growth, increase agricultural output and enhance tourism development. From the results, we could observed that
a bi-cointegration run between economic growth and agricultural output as well as between economic growth and
tourism. it is evidence that a two - way cointegration exists between economic growth and agricultural output on
the one hand, and between economic growth and tourism development on the other hand. The study also noted
the existence of significant long run linkages between agricultural output and tourism development. Observed that
a compelling long run relationship exist between agricultural output and tourism development. To promoted growth,
it is advisable that the government pursue to achieve sustainable economic growth, policy makers are advised to
pursue heavy investment in the tourism industry, adopts improved farming strategies driven by simple technology
among others.

1. Literature Review
Theoretical Foundations
Tourism - Growth Hypothesis

The theoretical note that described the linkage between growth and tourism can best be classified into three viz:
Tourism — led growth; growth —led tourism; and tourism — growth neutrality theories. The tourism —led growth theory
is an offshore of the export — led growth hypothesis of the classical economists (Perles-Ribes, Ramon-Rodriguez,
Rubia and Moreno-Izquierdo 2017).The theory is premised on the fact that it is tourism that engenders growth
(Antonakakis, Dragouni and Fillis 2015; Brida, Cortes-Jimenez and Pulina 2016; Cheam, Mahmood, Abdullah and
Ong 2013; Chou 2013).

The proponents of the economic growth — tourism hypothesis are of the views that economic growth is what
induces tourism development. This is premised on the fact that tourists, like other rent seeking economic agents
are engender to economies with potential investment opportunities (Ohlan 2017; Tang 2011; Tang 2013; Tang and
Tan 2013; 2015; Tang and Abosedra 2016; Tang, Tiwari and Shahbaz 2016; Sebri and Abid 2012).

The tourism — growth neutrality hypothesis proposed that the link between tourism and growth are at best
described to be neutral, in other words, a zero-sum connection exists between the two are of the view that no
relationship exist between tourism and growth. This hypothesis states that economic growth and tourism
development independently evolve (Perles, Ramon, Rubia and Moreno 2016; Kadir and Karim 2012; Othman et
al. 2012; Cheam et al. 2013; Tang and Jang 2009).

The theoretical notes connecting agriculture to growth can be found in agriculture overlapping theory which
rely on Cobb-Douglas production function to explain the impact of labour, capital and land in increasing agricultural
output needed to grow the economy (Collier and Dercon 2014; Dorosh and Thurlow 2013; Dorosh and Thurlow
2014; Dorosh and Thurlow 2016; Feng, Wang, Liu and Huang 2017; Hazell 2013; Inwood 2017; Yamaguchi and
Kinugasa 2014; Streifeneder 2016).

Empirical literatures on the link between each of these constructs are best mixed and remain inconclusive.
Table1 below presents a brief of some of the notable empirical works on the links between tourism and growth
framework the summary of some empirical works on tourism-growth nexus, while Table 2 presents the summary
of some empirical notes on agriculture-growth nexus. From the Tables, it is evidence that the discussion on the
link among the variables remains inconclusive.

787



Volume IX, Issue 4(28) Summer 2018

Table 1. A brief presentation of empirical works on Tourism — Growth framework Summary of Literature on Tourism - Growth

hypothesis
Authors Method used SRR D |rec.t|on i
Relationship

Tang, (2011) 1995M1 — 2000M2 ECM based ttest, Granger | £, 1oyR
causality

Kadir and Karim, (2012) | 1998 - 2005 Eaegsrgﬁtlyt%t’ Panel Granger | rour _, EG

Othman et al,(2012) 1970 - 2010 ARDL, Granger causality TOUR < EG

Cheam et al, (2013) 1974 - 2010 Johansen test,  Granger | 15 ., Fg
causality

Tang, (2013) 1974 - 2009 ARDL, Granger causality TOUR & EG
Combined cointegration

Tang and Tan, (2013) 1995M1 - 2009M2 test, Recursive Granger | TOUR — EG
causality test

Cortes-Jimenez and Pulina, 1960 — 2004 AD.F, EP, Johansen TOUR < EG

(2010) Cointegration

Perles, Ramon, Rubia and | 1gg 5914 Unit root tests TOUR < EG

Moreno, 2016
Source: Authors compilation 2018

Table 2. A brief presentation of empirical works on Summary of Literature on Agriculture - Growth hypothesis

Findings/ Direction of

Authors Period Method used . ;
Relationship

Dorosh and Thurlow, (2016) | 1998 — 2010 CGE model stts'gn'fma”t relationship
Collier and Dercon, (2014) | 1962 — 2012 CGE, SAM A—EG

Alary et al, (2016) 2000 - 2010 Calibration model, Scenario | » ¢

Analysis
Sebri and Abid, (2012) 1980 — 2007 Granger causality tests A—EG
Inwood (2017) 2012 Census ANOVA EG— A

Source: Authors compilation 2018
2. Methodology

Data used in the study consist of annual data sourced from year 2000 to 2016. Data on tourism are sourced from
World Tourism Council data base online, while data on economic growth and agricultural output were obtained
from the publications of the Central Bank of Nigeria Statistical Bulletin (various issues). Equation (1) represents
the economic growth-tourism-agricultural nexus.

RGDP=f (TOUR, AGRIC) (1

where RGDP represents economic growth is a proxy for economic growth, TOUR is a proxy for tourism
development and AGRIC is a proxy for agricultural output.

The ARDL estimation techniques:

The current study employed the ARDL in preference to other cointegration techniques like Johansen 1991,
Engle and Granger 1987, because: (i) it can be employed irrespective of the order of the regressor applied
regardless of the order of the regressor; (ii) it is better off when the database is relatively small faced with small
data size as currently experienced; (iii) it accommodates different optimal lag for the variables modeled allows
variables to have different optimal lag; (iv) it employs a single reduced form equation for determining both long and
short runs relationship among the variables (Asaleye et al. 2018; Oye et al. 2018; Babajide and Lawal 2016;
Babajide, Lawal and Somoye 2015; Lawal, et al. 2016a; Lawal et al. 2016b".

The ARDL framework for the study is as follows:

"1t is the results of the unit root tests that determine whether or not ARDL will be used. The study employed a number of unit
root test ADF, PP and Lee and Strazicih test and observed that all the variables are stationary at integrated order 0 and 1.
Results of the Unit root tests are available on demand.
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AInRGDP, = By, + X™, B11 AINRGDP;_; + Y1, B1» AInNTOUR,_; +
Y720 B1z AAGRIC,_; + ¢1;InRGDP,_; +
$12InTOUR;_; ¢13AGRIC,_; €41 (2)

where, In represents the log of the variables Where In is the log of the variables, RGDP represents Real
Gross Domestic Product, TOUR represents tourism development and AGRIC connotes agricultural output were
as earlier defined, A and Bor equals the first difference operator and the constant terms respectively, B11 ....p13 are
the short run coefficients, ¢4 .....¢p13 represents the long run coefficients, n1 ....nzrepresents the lag length while
€w1is the white noise error terms_ In order to test for the existence or otherwise of the short run 1 and the long run
¢+, the authors formulated the HO and H1 hypothesis as shown below. 34, represents the first difference operator,
Bo1 is the constant terms; B11 ....B13 represents the short run coefficients, ¢4 .....¢p1 3 are the long run coefficients,
ni ....n3 are the lag length and €1 represents the white noise error terms.

We formulate the Hp and Hi hypothesis as shown below so as to test for existence of short run 4 and long

rungs.

Ho: no long-run relationship H1: a long-run relationship
b1 =Ppr=¢13=0 PruFPnF prs#F0
P21=p=¢dn=0 P # P # Ppa#0
¢31=p2=¢3=0 P31 # P # P33 #0

P11 = Pra=hs3=0 Pu# P # Pss#0

Ho: no short-run relationship Hi: a short-run relationship
B11=P12=P13=0 P11 #Pr2# P13 #0

B21 = Pa2=Ps=0 Bot P # P2z # 0

P31 =P32=P33=0 B3t # P2 # Pas #0
Ba1=Pa2=Paz=0 Bar # P # Bas # 0

Deciding on either to reject or accept Ho (no co-integration among the variables) is based on the following
criteria:

If F- Statistics (Fs) > upper bond, then we reject Ho, thus the variables are co-integrated;

If Fs < lower bound, then we accept Ho, thus we conclude that the variables are not co-integrated.

But if Fs = lower bound and < Upper bound, under this condition, the decision is inconclusive (Lawal et al.
2016c¢; Lawal et al. 2017; Lawal et al. 2018).

3. Research Findings:

Table 3 presents the results of the long run relationship among the variables. In order to address the problem of
endogeneity, we re-estimated each of the variables as independent variables. The results as shown in Table 3
shows that when we normalized the regression in the InRGDP, InTOUR and InAGRIC, evidence reveals that a
significant long run relationship exist among the three constructs. a compelling long run relationship exists among
the variables when the regression is normalized in the INRGDP, InTOUR and InAGRIC implying that the variables
are cointegrated.

Table 3: F-Statistics for testing existence of a long run relationship among the variables

Model F — statistic Decision.
Finreor(INRGDP/INTOUR, INAGRIC) 4.2316* Co - integration exist
Fintour(INTOUR/INRGDP,InAGRIC) 5.3246* Cointegration exist
Finacric(INAGRIC/INnRGDP,InTOUR) 6.1103* Cointegration exist

Source: Author's Computation (2018)

The relevant critical value bounds presented in this table are obtained from Pesaran and Shin (1999),
Pesaran et al. (2001). The Critical values for all the regressions with intercept and trends are 2.762 — 3.428 at 10%
significance level and 3.084 — 4.219 at 5% significance level. *, ** denotes 5%, 10% significance levels respectively.
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Having proved that the variables are cointegrated, we estimated the long run and short run ARDL model
based on Schwartz Bayesian Criteria. The results are presented in Table 4. As shown in the Table, it is evidence
both at the long run and short run that the connection between tourism and economic growth is positive and
significant a positive and significant relationship exist both at long and short run between tourism and economic
growth, as well as between tourism and agricultural output in the long run, though no relationship exist in the short
run. Our findings further reveals that the connection between agriculture and economic growth is positive and
significant. The result also show that a significant and positive relationship exist between agriculture and economic
growth. The findings are in line with the findings of Kadir and Karim (2012); Tang and Tan (2013) but contradict
Dorosh and Thurlow (2016) and Tang (2011).

Table 4. Estimated long —run and short run coefficients using the ardl selected based on schwarz bayesian criterion

Regressors
INnRGDP INAGRIC
LR
0.7108 0.3647 0.1273 0.0887
INRGDP
[3.0805] [0.6219] [2.0168]* [0.4884]
0.3506 0.0070 0.3244 0.10721
INTOUR
[1.8703]* [0.4071] [2.9698]* [2.3504]*
0.32659 0.26570 -2.0341 0.1640
INAGRIC
[3.7576] [0.8979] [-0.334] [0.8440]
Trend 0.0049 0.0105 0.0798 -0.0102 0.0232 0.0032
ren
[0.8739] [2.142] [1.1516] [-1.877] [2.9174] [4.4219]
-0.5380 0.1348 -0.1389
ECM (-1)
[-3.09]* [2.9623] [-3.271]*
Note: t-statistics are presented in squared brackets. Asterisks ***, *** represents 1%, 5% and 10% significant levels
respectively.

Source: Author's Computation (2018) using Microfit 4.0

With respected to the magnitude of elasticity in the model, the result shows that the impact of tourism on
RGDP in the long run is about 0.35 at 5% level of significance. The implication is that a 1% change in tourism will
induce at least 35% changes in RGDP. On the degree of elasticity among the variables, the result shows that the
long run impact of tourism on RGDP is about 0.35 and is statistically significant at 5% level. The implication is that
a 1% change in tourism will lead to about 35% changes in RGDP in the same direction. The ECM term is negative
and significant. From the result, it is evidence that the coefficient of the dependent variable (RGDP) is negative
and significant at 1% when RGDP is the dependent variable, the coefficient is negative and significant at 1% level
of significant with a speed of adjustment of 53.8%

It is a common practice in literature, when using the ARDL model to test the long run coefficients with that
of the short run (see Lawal et al. 2016; Babaijide et al. 2015). The authors used the Cumulative Sum of Recursive
Residuals (CUSUM) as well as the Cumulative Sum of Squares (CUSUMQ) to test the stability of our model. It is
expected that for stability of model to be upheld, the plots of both CUSUM and CUSUMQ lies with the range of 5%
significant level. Given this condition, we accept the null hypothesis that the coefficients of the error correction
models are stable, otherwise we accept the alternative hypothesis that the model is not stable.
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Figure 1a. Plot of Cumulative Sum of Recursive Residuals
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Figure 1b. Plot of Cumulative Sum of Squares of Recursive Residuals
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Conclusion

The study investigated the linkages among economic growth, tourism and agriculture with focus on Nigeria by
employing the ARDL estimation techniques and observed that significantly, long run and short run linkages exist
among the constructs. the relationship among economic growth, tourism and agriculture in Nigeria by employing
the ARDL estimation techniques and observed that a compelling long run and short run relationship exist among
the variables. This implies that each of tourism and agricultural output largely contributes to economic growth.
Since Nigeria targets to be among the first twenty largest economies in the world by the year 2020, concerted effort
should be made to expend the tourism industry; bottleneck militating investment in the tourism sector should be
eliminated. Tourism incentive packages like easy tourist visa, tourism development fund to provide infrastructure
in the tourists’ sites, promotion of security that guarantee safety of tourists among others should be pursued. In the
same vein, policy makers should ensure that concerted effort is channel to the agricultural sector, food security
agenda of the government should pursue with utmost tenacity. Credit facilities as well as Produce-buy-back
guarantee scheme should be provided to farmers to boost their production capacity.
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