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This research paper aims at analyzing the impact of tourism on economic development and also the
importance of tourism for international trade (import and export) for one of the former Soviet
Union countries — Republic of Armenia.

The aim of this paper is to find out the position and benefits of tourism in relation to other
activities (agriculture, manufacturing and mining), attempts to analyze Armenian tourism sector

interdependency and importance for the economy as a whole.
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The research focused on tourism of one of the Former Soviet Union countries -
Armenia as a tourism destination which is not well known in the world. The decline of
its economy (after becoming independent) also influenced the tourism sector.
[Fortunately, tourism development has recently taken off in Armenia.

Tourism sector growth in recent years and the fact that, unlike other spendings (buying
food, car, house), tourism spending generates not only direct but also indirect and
induced effects are the reason that this research focused on analyzing tourism of the
[Republic of Armenia.

1. Direct: the spending of tourists in tourist destinations, example; in restaurants:
food, beverages, etc.

2. Indirect: payments (profit) made to suppliers: food, beverages etc...

3. Induced: the spendings (profit) generated from the indirect effect spending.

It is well known that tourism has an interrelation with various sectors in the
economy, and this fact makes its development extremely beneficial for the countries’
economic development.

In the research Input-Output table analysis has been used. Input-Output (I1-O)
is a method of tabulating an economic system in matrix form (1-O table). The use of
the 1-O analysis to estimate economic impacts of sectors is useful because of its ability
to provide accurate and detailed information, 1-O analysis has ability to provide
information about sectors interdependency, power to influence on the other sectors (or
economy as a whole), sensitivity of sectors to the changes in the economy, as well

sectors dependence on import.

From the analysis of the Armenian Input-output table it has been observed that
service sector (Information Technology, tourism...) has high sensitivity, which means
that one unit of increase of the whole economy will lead to the growth of service
sector. This in its turn means that the growth of the service sector will lead to the
growth of the whole economy. The other important finding is the dependency on the
import: service sector is independent from import, which gives to it more

importance.
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From the data of “Travel &Tourism Direct Contribution to GDP”, “Travel & Tourism
Total Contribution to GDP”, “Visitor Exports”, “Capital Investment” it was observed
that the contribution of tourism to GDP is gradually increasing, even Global
Financial Crisis didn’t have strong influence (the value of GDP, export, etc. were
decreased, the local currency depreciated).

Average Annual Growth Rate (AAGR) of tourism’s direct contribution to GDP is
17.8%, which again shows that the tourism sector through the years has been
recording stabile growth. It is also important to mention that the AAGR of visitor
export is 18.8%, This fact also shows that the growth of tourism surely will record
direct, indirect and induced big effects in the economy (tourism products mainly
produced domestically).

From the data of hotel numbers it was observed that in 7 years (in 2005-76, in
2012-157) the number of hotels has doubled (for such a small country as Armenia it is
a quite big number), which means that investors are interested in investing in the
Armenian hotel business (tourism sector).

In recent years, not only new hotels have been constructed, but also many hotels
(which are already famous in Armenia as well in the Former Soviet Union countries)

have been rehabilitated to suit international standards.

The data of “Visitor Exports Contribution to Total Exports” (World Travel and
Tourism Council) for 2013, in % share (Belarus-2.2,Romania-3,Iran-3.1,Russian
Federation-3.4,Europe-5.3,World-5.4,Ukraine-7.1, Armenia-16.6) shows that in
Armenia Visitor Exports Contribution to Total Exports in 2013 recorded 16.6%, which
in respect and comparison with other countries export share to total export is twice to

three times bigger (important factor for the export-oriented growth strategy).

The study observed that Armenian tourism has all required factors to become a new
destination for the world tourists and boost the country’s economy, namely; rich
history, topography with beautiful mountains, rivers, lakes, old churches with its own
style of construction which will be attractive not only to Christians but also to

everyone interested in unique architectures.

The constant (still remains constant) growth of tourism will yield more and more
profit and impact on economic development.
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