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ABSTRACT

Tourism, which has become one of the mostimportant sectors in many developing countries,
is one of the largest and fastest growing service sectors in the world. The effect of tourism on
economic growth is a proven fact both in the literature and in practice. The main purpose of this
study is to investigate the effect of tourism on economic growth in Azerbaijan within the
framework of tourism economy. In this context, data for the years 1995-2020 were obtained from
UNWTO. Systematic approach, analysis and synthesis methods were used in the study. As a result
of the research conducted in the context of the analyzed years, the highest number of tourists
came to Azerbaijan (3.17 million people) in 2019, tourism revenues were maximum (3.21
million US dollars) in 2017, and per capita tourist expenditures were highest (993 US dollars) in
2018. found. In addition, it has been determined that the share of tourism in the Gross National
Productin Azerbaijan was the highest (7.5%) in 2016.
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INTRODUCTION

Tourismis one of the largestand fastest growing industries in the world. Tourism has become
one of the mostimportant sectors in many developing countries. Tourism is an activity with great
potential due to the formation of economic dynamics and its capacity to absorb the workforce.
Tourism is linked to many service sectors and the performance of the tourism sector also affects
the performance of other related sectors. The tourism sector has a wide range of services offered
in many areas such as accommodation, food and beverage, and agency, and also provides
employment opportunities for many people [1].

[t can contribute to a country's economic growth by creating more employment
opportunities, increasing investment in new infrastructure, and increasing a country's tax
revenues and foreign exchange revenues [2]. Today, tourism has become a popular phenomenon
and one of the largest industries in the world. Thanks to the great socio-economic contributions,
tourism has become an important economic sector for many countries around the world.
Tourism is one of the important economic activities that not only provides a major source of
income for the economy, butalso creates many jobs and develops services and infrastructure.

Tourism plays an important role in increasing socio-economic growth, especially in
developing countries. Therefore, tourism policies and their implementation are of central
importance for World Bank countries. However, the fact that tourism is closely interconnected
with other sectors such as environment, education, health and transportation makes it even
more difficult to reach the targets that countries have set for the sector. For example, the tourism
sector relies heavily on local human capital; this means that tourism and accommodation
workers must be properly trained for specific jobs (education sector) and mobility must be
facilitated both in terms of infrastructure and public transport (transportsector) [ 3].

In the recent years, tourism business development has been the focus of study and research.
In the analysis of tourism, economists emphasize the economic effects of tourism on the
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economy. The speedy growth of tourism causes an increase of household incomes and
government revenues through multiplier effects, improvements in the balance of payments, and
growth of the tourism industry.

METHODOLOGY

The main purpose of this study is to investigate the effect of tourism on economic growth
within the framework of tourism economy. However, the development of the tourism sector in
Azerbaijan in 1995-2020 was investigated in the study. In this direction, studies on the impact of
tourism on economic growth in the literature have been compiled in a systematic manner, all of
them have been examined within the scope of the year, country, and topic, and the results have
been analyzed. Both qualitative and quantitative methods were used in the study. Systematic
approach, analysis and synthesis methods were used in the study. Qualitative data were obtained
fromacademicliterature and quantitative data from UNWTO.

According to UNWTO [4], anyone who spends atleast one night in a country, but does notlive
there for more than 12 months, is considered a tourist. According to UNWTO's methodology,
those who take part in business trips and other non-tourism trips are not taken into account in
the statistics. In addition, the number of people who pass through during the same day, such as
crew members of ships or flights, are also not considered tourists in most countries. If the same
person enters more than once in the same year, each visitis counted again.

TOURISM SECTOR AND INDUSTRY

Tourism is one of the fastest growing sectors of the global economy. Most countries that
invest in tourism and see it as a key sector for their development rely on tourism for their
economic growth. Various initiatives have been taken by national governments over the past
decade, such as reviewing tourism strategic plans, tourism communication campaigns, and the
creation of national tourism brands.

Almost all international tourists carry out three activities that are common to them and from
which we can measure the international tourism dimension [5]. The activities of these tourists
are: crossing international borders, exchanging the national currency and spending time abroad,
thatis, staying in some kind of facility foraccommodation.

Many countries are trying to take advantage of their natural qualities and attractions, such as
historical heritage, exoticlandscapes, and a convenientlocation for shopping and entertainment,
which drive economic growth and further support this sector [6]. The earnings from the tourism
sector therefore not only affect the economic growth of a country or region, but also lead to job
creation in different sectors, foreign exchange accumulation and improvement of the long-term
economicinfrastructure [7].

THE IMPACT OF TOURISM ON ECONOMIC GROWTH

The causality between tourism growth, relative prices and economic growth has also been
discussed in theliterature [8]. The idea of economic growth, which is also areflection of the rise in
real per capitaincome, essentially relates to the production capacity, which is associated with the
supply side of the economy and defineslong-term gains [9].

That is, Dritsakis and Athanasiadis [10] applied causality tests based on the VAR model for
Greece, based on the data of the 1960-2000 period. As a result of the study, it was found that TLG
is supported and there is a long-term cointegration relationship between tourism and economic
growth. Giindiiz and Hatemi [11] applied leveraged bootstrapping causality tests for Turkey
during the 1963-2002 period. As aresult of the study, they found unidirectional causality running
from international tourism to economic growth. Ozdemir and Oksiizler [12] investigated the
causal relationship between tourism earnings and economic growth using the Johansen
technique and VECM in the 1963-2003 sampling period in Turkey. As a result of the study, it has
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been proven that there is both short-run and long-run unidirectional causality from tourism to
GDP.

In a study by Khalil, Kakar, and Malik [13], the role of tourism revenues in short-term
economic developmentin Pakistan between 1960 and 2005 was examined through the ECM. As a
result of the study, it has been revealed that economic expansion is necessary for tourism
development in Pakistan. Kizilgél and Erbaykal [14] examined the relationship between tourism
revenues and economic growth for Turkey in the 1992-2006 period using the Toda-Yamamoto
causality method. As a result of the study, it has been proven that there is unidirectional causality
from economic growth to tourism revenues.

In a study by Gautam [15], the relationship between tourism and economic growth in Nepal
was examined. As a result of the study, it was found that the cointegration test for the
determination of the long-term relationship and the error correction method for the short-term
dynamics were performed, and it was determined that tourism (represented by foreign exchange
income) causes economic growth in both the short and long run. A study by Snyman [16]
examined the role of tourism employment in poverty reduction in Botswana, Malawi and
Namibia. As a result of the study, it was found that employment in tourism in rural communities
helps to involve residents in the market economy, while income from tourism employment
allows households to investin assets, education and investment.

Aslan [17] investigated the causality relationship between tourism development and
economic growth by using the panel Granger causality tests newly developed for the 1995-2010
period in Mediterranean countries. As a result of the study, the EDTG hypothesis was supported
for Spain, Italy, Tunisia, Cyprus, Croatia, Bulgaria and Greece. However, TLG hypothesis valid for
Turkey and Israel, BC hypothesis accepted for Portugal, NC hypothesis accepted for Malta and
Egypt. Pavlic, Svilokos and Tolic [18] examined the causal relationship between tourism and
economic growth by applying the Johansen Maximum Likelihood cointegration technique and
VECM covering the period 1996-2013 in Croatia.

A study by Hesami, Rustamov, Rjoub, and Wong [19] examined the impact of oil prices on
tourism revenue in countries that heavily relied on crude oil exports from 2000 to 2017. As a
result of the study, it was found that oil prices and tourism revenues are cointegrated, the
existence of long-term equilibrium relations and a unidirectional Granger causality from oil
prices to tourism revenues. Karimi, Khezr, and Razzaghi's [20] study of the effects of regional
conflicts on tourism in Middle Eastern and African countries revealed the contradictory spread
of domestic and foreign prices in the effects of relative prices on tourist arrivals. While rising
prices in neighboring countries attracted more domestic tourists, it also revealed that higher
domestic prices are indicative ofimproved tourism structures and more tourists.

DEVELOPMENT OF THE TOURISM SECTOR IN AZERBAIJAN
The years with the highest tourism income in Azerbaijan are 2017, 2016 and 2018
respectively. However, the years with the largest share of the tourism sector in the GNP are 2016
(7.5%),2018 (6.05%) and 2017 (4.9%), respectively.
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Figure 1. Number of tourists in Azerbaijan (1995-2020)
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Source: UNWTO (2023)

When looking at the total number of tourists who visited Azerbaijan, it appears that the year
2019 saw the highest number of visitors (3.17 million), followed by 2018 (2.85 million), and
2017 (1.77 million) (2.7 million people). The year 2018 saw the largest amount of money spent
by tourists per person (993 USD), followed by 1995 (935 USD),and 2011 (670 USD).

Figure 2. Tourism revenues in Azerbaijan and
the share of these revenues in the GNP (1995-2020)
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The COVID-19 epidemic has had a more detrimental effect on certain parts of the economy,
including the tourism industry, which is one of those parts. The year 2020 saw the lowest annual
total for the number of tourists visiting Azerbaijan during the previous 18 years. The amount of
money spent by tourists per person during the epidemic was 427 USD, which is higher than the
average amount spent per person in the years before to the pandemic. This is reflected in the
earnings generated by tourism (340 million USD) in 2020. It is important to mention that the
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touristindustry contributed 0.8% of the total gross national productin 2020.

Both the country's total tourism income and the tourism industry's contribution to the gross
national product saw significant growth in 2011 and 2012. The peak of tourism income in
Azerbaijan wasin 2017, and the peak of the share of the tourism sectorin GNP wasin 2016.

Figure 3. The number of tourists and the receipts
per tourist in Azerbaijan (1995-2020)
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According to UNWTO [4], each of the tourists who came to Azerbaijan in 2020 spent about
361 US dollars on average. Azerbaijani residents spent an average of 319 dollars per year while
vacationing abroad.

CONCLUSION

International tourism is a category of tourism in which tourists have a longer radius of
movement outside the national borders of their permanent residence and the economic effects
of this type of tourism are significantly higher than those of domestic tourism [21]. A different
tourism policy created by various states is one of the primary factors for the existence and
development of tourism together with the natural and anthropogenic resources of the
determined destinations.

Tourism is indeed a largely service-based industry, ranging from travel, accommodation,
transportation, activity planning and catering, but also to the conservation, conservation and
exploitation of resources. Tourism in the service sector has been growing dynamically over the
past two decades, mainly due to the influx of foreign direct investment, the improvement of
infrastructure and the development of tourist offers. The tourism sector contributes
significantly to GDP growth, employment and local development. An important factor in a
country's development and prosperity is economic growth. Every country seeks to achieve
economic progress. As a consequence, several macroeconomic factors have an impact on
economic growth [22]. In order for the tourism industry to be sustainable in the future, an
effective policy and planning must be established today. The creators of tourism policy and
strategies should be able to identify tourism trends and propose adequate mechanisms aimed at
the development of high-quality tourism products and services. Tourism policy basically means
planning aimed at guiding tourism that needs to progress inits development [23].

As a result of the research, some important information was obtained. Analysis of data on
Azerbaijan for the years 1995-2020 reveals that the tourism sector has developed in the country.
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Thus, in 1995, tourism revenues in Azerbaijan amounted to 87.00 million US dollars or
approximately 3.6 percent of the gross national product. This corresponded to about 93,000
tourists at the time and about US$935 per person. Over the past 25 years, the country's
dependence on tourism has increased somewhat. Before the start of the COVID-19 pandemic,
sales were $2.00 billion, 4.2 percent of gross national product. Thus, each visitor spent an
average of 632 dollars on his vacation in Azerbaijan. In 2020, due to the COVID-19 pandemic,
tourist arrivals in Azerbaijan, like the rest of the world, have sharply decreased. Thus, in
Azerbaijan in 2020 ($340.00 million) it decreased by 83 percent ($2.00 billion) compared to
2019.

According to the results of the research, it should be noted that the highestnumber of tourists
came to Azerbaijan (3.17 million people) in 2019, tourism revenues were maximum (3.21
million US dollars)in 2017, and tourist expenditures per capita were found to be the highest (993
US dollars) in 2018. In addition, it has been determined that the share of tourism in the Gross
National Productin Azerbaijan was the highest (7.5%) in 2016.

Globalization has had the greatest impact, both favorably and unfortunately, on the travel
and tourism industry. People are now more interested in the world around them and have a
greater desire to learn about cultures they are unfamiliar with, visit locations they have never
been to before, and sample foods and beverages they have never tried before [24]. This is due to
the fact that their awareness of the wider world has increased. The research by Khan, Naseem,
and Khan [25] demonstrates that there is a twofold causation between the amount of money
spent on tourism and the growth of the industry. One of the primary responsibilities of
governments is to seek out and support economically viable industries as a means of addressing
issues of economic expansion, unemployment, and fiscal and monetary imbalances. When seen
in this light, policymakers consider the tourist industry to be one of the most significant industry
sectors supporting overall macroeconomic success [26].

It is possible to say that the development of tourism in Azerbaijan will have a positive effect
on GDP, based on both the analysis of the data on Azerbaijan between the years 1995-2020 and
the relevant literature. Based on the findings obtained within the framework of the research, it
can be said that tourism revenues are important and that Azerbaijan can increase tourism
revenues by taking advantage of its tourism potential.
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AZORBAYCANDA TURIZMIN iQTiSADI INKiSAFA TOSIRININ ARASDIRILMASI
Boahman HUSEYNLI

XULAS9

Inkisaf etmakda olan bir ¢ox élkeds an miihiim sektorlardan birina ¢evrilen turizm,
diinyanin an boytik va siiratle inkisaf edan xidmat sektorlarindan biridir. Turizmin iqtisadi
artima tasiri hom adabiyyatda, ham da praktikada siibut olunmus faktdir. Bu tadqigatin asas
moaqsadi turizm iqtisadiyyati ¢arcivesinde Azarbaycanda turizmin iqtisadi artima tasirini
arasdirmaqdir. Bu kontekstdo UNWTO-dan 1995-2020-ci illar ligiin malumatlar alds edilmisdir.
Tadqgiqatda sistemli yanasma, analiz va sintez metodlarindan istifadsa edilmisdir. Tahlil olunan
illar kontekstinda aparilan arasdirmalar naticesinda Azarbaycana an ¢ox turistin 2019-cu ilda
(3,17 milyon nafar) galdiyi, turizm galirlorinin maksimum 2017-ciilda (3,21 milyon ABS dollar1)
oldugu, adambasina diisan turist galirlarinin an yiiksak 2018-ci ilde (993 ABS dollar1) oldugu
miioyyon edilmisdir. Bundan alave, Azarbaycanda turizmin Umumi Milli Mahsulda xiisusi
¢okisinin 2016-c1ilda an yiiksak (7,5%) oldugu miiayyon edilmisdir.

Acar sozlar: turizm, turizm iqtisadiyyati, iqtisadi inkisaf, UMM, Azarbaycan.

WCCJIEAOBAHUE BJIUAHUS TYPU3MA HA
3KOHOMUYECKOE PA3BUTHUE B A3BEPBAW/IXKAHE
Baxman 'YCEUHJIU

SUMMARY
Typusm, cTaBIIMKA OAHUM U3 HauboOJiee BaXKHBIX CEKTOPOB BO MHOTHUX Pa3BUBAIOIUXCS
CTpaHax, IBJSIETCS OJHUM U3 KPyNHEWUIIUX U HauboJjiee ObICTPOPACTYLIMX CEKTOPOB YCJAYT B
Mupe. BiusHue Typu3Ma Ha 3KOHOMHUYECKHHM pOCT SIBJsETCS JO0Ka3aHHbIM (aKTOM KaK B
JYTepaType, TaKk U Ha npakTuke. OCHOBHOU LieJIbI0 JAHHOTO MCCJeJOBaHUSA SBJISAETCS
V3y4yeHHe BJIUSAHUSA TYpU3Ma Ha 9KOHOMUYECKU M pOCT B A3epbaii/P)kaHe B paMKaX 3KOHOMUKH
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TypusMa. B aToM KOoHTeKcTe JjlaHHble 3a epuof 1995-2020 rr. 6b11u nosaydyens! ot OHBTO. B
MCC1elOBAaHUY IPUMEHSIMCh CUCTEMHBIN MTOX0/, METO/bl aHa/IN3a U CUHTe3a. B pesysibTaTe
McCeloBaHUM, IPOBe/IeHHbIX B pa3pe3e aHaJIu3MpyeMbIX JIET, yCTAaHOBJIEHO, YTO Haub o Ibllee
KOJINYECTBO TYPUCTOB npubblaIo B Azepbaigkan B 2019 rogy (3,17 MJH 4yesioBeK),
MaKCUMaJIbHbIM J10X0/ OT Typu3Mma 6bi1 B 2017 roay (3,21 muH gosuiapos CIIA), cambiit
BbICOKUH TYyPUCTUYECKUU J0X0/ Ha Ay11y HaceseHUs coctaBua B 2018 . (993 poss. CIIA) Broga.
Kpome Toro, 6b110 yCTaHOBJIEHO, YTO y/leJIbHBIM BeC Typu3Ma B BaJIOBOM HALlMOHAJIBHOM
npoaykTe Azep6aiii>kaHa 6b1J1 caMbIM BbICOKUM (7,5%) B2016 roay.

Kalouesble cao08a: mypusm, mypucmu4eckasi 3KOHOMUKA, 3KOHOMuUYeckoe pazgumue, YMM,
Azepb6atidicaH.
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