Increased support of the tourism industry is key for sustainable growth. 
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This study sets out to investigate the differences in the impact of tourism, economic and governance indices on economic growth in tourism-dependent and high-earning countries. Specifically, it sought to identify the effect of governance indices on tourism-led growth. Pooled OLS, fixed effects, REs and system GMM estimators were used to analyse the data in the study. The robustness of the results is confirmed by applying a Dumitrescu–Hurlin panel causality test. The results confirm the presence of the TLGH among the two country groups. While infrastructure also contributes to economic growth, its impact is slightly higher in top earners than in tourism-dependent economies. Furthermore, the influence of governance on tourism through an interaction term between institutional quality and tourist arrivals was found to reverse the impact of tourism on growth from positive to negative in both high-earning and tourism-dependent countries. The results suggest that weak institutions in both country groups allow corrupt practices, which divert the positive impact that tourism should have on economic growth.
From a policy standpoint, it is greatly desirable that more effective measures be employed to curb corrupt practices, especially in the tourist industry, so as to prevent the diversion of tourism revenue for private gain. Findings show that in the absence of poor governance, tourism is a major contributor to economic growth in both the tourism-dependent and high-earning countries. As such, strengthening institutions remains of great importance in the 51 countries studied. More specifically, the takeaway from our study of non-governmental organisations (NGOs) and destination marketing organisations/agencies (DMOs) is that it can be gleaned from the empirical findings we present that tourism-dependent economies and high earners from tourism are pertinent to sustainable economic growth. Thus, NGOs, DMOs and other stakeholders in the tourism industry can form strategies and provide specific promotion for certain destinations in light of institutional quality.
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