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Abstract: The article examines institutional challenges and development opportunities of tourism sector in Armenia within the
context of sustainable economic growth. The research focuses on the influence of institutional quality, governance effectiveness,
infrastructure development and adaptive tourism strategies on tourism performance in Armenia. A mixed-methods approach was
used, combining comparative analysis, econometric modeling and institutional assessment, using data from the Statistical
Committee of Armenia and the World Bank for the period 2007-2022. The findings confirm that tourism plays a significant role
in Armenia’s economic development. Regression analyses show that tourism income significantly contributes to GDP, and
institutional variables such as government effectiveness and infrastructure quality are strong predictors of tourism sector
development. The study identifies three institutional models: infrastructure, adaptive and imitation models, as the most
applicable frameworks for strengthening Armenia’s tourism competitiveness. The infrastructure model highlights the
importance of transport, digital connectivity and hospitality systems, while the adaptive model emphasizes resilience to
external shocks and changing tourism demand. The imitation model supports cooperation, clustering and the adaptation of
international best practices to local conditions. The findings indicate that strengthening institutional capacity, improving
governance quality and promoting public—private partnerships are essential for increasing tourism competitiveness and ensuring
sustainable tourism-led growth in Armenia. The study also highlights the importance of regional tourism development,
innovation and sustainable infrastructure investment for enhancing Armenia’s position in the international tourism market.
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INTRODUCTION

The tourism industry has emerged as one of the most dynamic and complex sectors of the global economy, increasingly
intertwined with a wide array of related industries. Despite global uncertainties, tourism continues to serve as a major
driver of sustainable growth and sustainable development (Brown, 2006; Sharpley, 2000). In rural contexts, tourism serves
as a vital mechanism for poverty alleviation and balanced development by stimulating local economies and creating
employment opportunities (Jenkins & Fan, 2025). Regions with limited agricultural potential, including mountainous areas
in Italy, Greece, Portugal, Spain, Armenia, and Georgia, exemplify how tourism mitigates social and economic
vulnerabilities by incentivizing small and medium-sized enterprises to diversify and innovate in their service offerings.

Tourist preferences are undergoing a paradigm shift. Personalized tourism, characterized by self-designed itineraries
and immersive experiences, is increasingly supplanting traditional group tours. Niche markets such as gastro-tourism
integrate culinary experiences with cultural participation, including local festivals and traditional rituals, offering
alternatives to mass tourism. Moreover, the luxury and VIP tourism segments are experiencing significant growth,
offering exclusive services such as bespoke private tours, yacht charters, and high-end accommodations designed to
cater to individualized preferences and expectations (D’Sa, 1999; Boto & Baifios, 2024). Ecotourism has emerged as a
prominent segment in response to growing environmental consciousness among travelers. Increasingly, tourists
prioritize eco-friendly destinations and activities that align with sustainable practices, such as visits to protected areas,
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eco-lodges, and community-based conservation projects (Wheeler, 2005). Similarly, wellness and medical tourism
continue to grow as travelers prioritize health and well-being. In Armenia, medical tourism in areas such as dentistry and
cosmetic surgery has become a notable driver of international arrivals. Addressing the complex challenges and emerging
opportunities in global tourism requires a targeted analysis of the institutional frameworks and structural determinants
shaping its development. This article aims to evaluate how institutional quality influences Armenia’s tourism
performance and identify models that strengthen competitiveness. The results are expected to inform public agencies,
tourism enterprises, and researchers by providing empirical evidence and strategic frameworks.

LITERATURE REVIEW

Tourism’s potential for local economic and social transformation is substantial (Katircioglu, 2009). Tourism, by
attracting foreign currency and creating jobs, acts as an invisible export, driving national output (Dwyer et al., 2004).
According to Balassa (1985) and Feder (1983), export-led growth occurs when the expansion of export sectors leads to
broader economic growth. Extensively tested in empirical literature (Brida & Risso, 2008; Katircioglu, 2009; Badulescu et
al., 2018), the Tourism-Led Growth Hypothesis (TLGH) asserts that tourism is a long-run driver of economic growth.

Institutional quality, which includes elements such as voice and accountability, political stability, government
effectiveness, regulatory quality, control of corruption, and the rule of law, significantly impacts tourism demand and
economic growth. Countries with higher tourism openness benefit more from tourism-led growth (Hunter, 1997).

Romer (1990) and North (1991) highlight the role of institutions, human capital, and innovation. In the context of tourism,
good governance, stable regulatory frameworks, and effective public services are critical to sustaining growth. While some
experts focus on the role of institutional quality (Sun et al., 2025), considering tourism as a vital catalyst for economic growth,
and compare it in developing and developed countries (Zielinski et al., 2020), others focus on tourism and welfare, ethics,
responsibility and sustained well-being (Hall & Brown, 2006) as well as the impacts of tourism on various fields of life
(Ratz & Puczko, 2002; Remenyi, 2004; Ashley & Mitchell, 2007). Also, many experts pay particular attention on the
peculiarities and the political economy of developing countries in boosting tourism industry (Britton, 1982; Hong, 1985;
Pattullo, 1996; Harrison, 2001). Finally, youth travel is also examined as a growing niche in tourism industry (Simpson, 2005).

The scientific literature identifies a variety of institutional models of tourism development, including Gove rnment-
led, Market-led, Public—private partnerships (PPPs), Mixed-Institutional, Cluster, Infrastructure, Adaptive, etc.
Comparative studies suggest that collaborative and place-sensitive governance models are better suited to sustainability
objectives, while purely state-led or market-driven modes may prioritize rapid growth over long-term inclusivity (Telfer
& Sharpley (2015). Public—private partnerships (PPPs) facilitate resource mobilization, infrastructure development, and
crisis response. However, their effectiveness depends heavily on institutional quality, transparency, and inclusiveness.

Destinations with robust PPPs demonstrated stronger recovery capacity after crises such as the COVID-19 pandemic
(Shahedul Alam, 2023). Conversely, weak institutional oversight risks reinforcing short-term and unequal tourism
growth. In addition, scholars discuss mixed-institutional models, which blend public, private, and community-based
mechanisms. Cluster models emphasize cooperation and synergy among tourism enterprises.

Emerging scholarship increasingly turns to adaptive governance and adaptive co-management models to address the
complexity of tourism as a socio-ecological system (Islam & Nursey-Bray, 2017).

Empirical studies in resource-sensitive contexts, such as coastal or heritage destinations, demonstrate that adaptive
governance fosters resilience and strengthens the integration of local knowledge. Infrastructural approaches highlight the
importance of complementing physical investments with institutional capacity building, such as destination management
organizations, legal frameworks, and human capital institutions.

Strong institutions enable infrastructure to generate sustainable outcomes, while weak governance may lead to
enclave-style, extractive tourism (Fayard, 2023). Likewise, the Tourism Area Life Cycle (TALC) model (Butler, 2024)
has been revisited by scholars who integrate institutional dynamics, noting that institutional adaptability strongly
influences whether destinations move toward stagnation or renewal.

Strategic Models for Tourism Development in Emerging Economies

As in many developing countries, Armenia seeks to identify key pathways for sustainable economic growth. Among
the most traditional and promising sectors is tourism, which faces the ongoing challenge of defining its niche in the
global tourism market. While Armenia has long been recognized for its historical and cultural tourism, recent strategic
initiatives have prioritized investment in emerging segments such as gastro-tourism, adventure tourism, and ecotourism.

Additionally, experts highlight significant potential in medical tourism (particularly dental and recreational services),
educational tourism, agro-tourism, and niche markets such as birdwatching and adventure-based travel. To leverage
these opportunities, it is critical to adopt suitable models of tourism development that enhance competitiveness and align
with Armenia’s comparative advantages. Recent studies emphasize the importance of infrastructure, sustainability, and
institutional support in tourism development (Ginting et al., 2021; Kalman et al., 2024).

This approach involves institutional perspectives to materialize identified strengths in the sector. Among the most
applicable frameworks are the infrastructure model, the adaptive model, and the imitation model.The infrastructure
model emphasizes the foundational role of infrastructure in enabling tourism growth and competitiveness.

As Adeya & Lisle (2024) argue, tourism is both infrastructure-dependent and infrastructuring, meaning that it relies
on and simultaneously contributes to the development of infrastructure systems. The model focuses on enhancing
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physical and service infrastructure in high-demand destinations, recognizing that inadequate infrastructure is a critical
constraint on tourism sector expansion (Edensor, 2001). For Armenia, implementing this model necessitates multi-
stakeholder collaboration to assess and address factors influencing the utilization of national tourism assets, with
particular attention to transport networks, hospitality facilities, and digital connectivity.

The approach also requires a comprehensive evaluation of competencies to identify the most effective tools and
methods for improving tourism infrastructure. Emerging technologies, particularly Al-driven solutions, are expected to
play a transformative role in planning and managing infrastructure development.

The infrastructure model integrates the functional-cost approach across tourism-related sectors, including government
agencies, municipalities, and private enterprises. It also includes educational institutions such as universities, training
centers, and research organizations, which play a crucial role in developing human capital for the industry. Within the
context of the green economy, the model aligns with sustainable development principles by prioritizing eco-friendly
infrastructure investments and enhancing the capacity of local communities to provide tourism-related services.

For Armenia, practical application involves comparative analyses of anticipated services and infrastructure against
actual performance metrics to evaluate alignment with tourist expectations. The model’s effectiveness is particularly
relevant across Armenia’s ten marzes (regions), where infrastructure quality significantly determines destination
competitiveness. In the Armenian context, disparities across regions create uneven tourism development. Yerevan benefits
from relatively advanced transport, accommodation, and digital networks, while peripheral regions, such as Syunik,
Tavush, and Shirak, often face infrastructural deficits that limit their competitiveness despite rich cultural and natural
assets. Gaps persist in hospitality facilities, quality standards, and sustainable waste management at major attractions.

Importantly, infrastructure in Armenia must also align with sustainability principles. Mountainous ecosystems are
vulnerable to environmental stress, requiring eco-friendly investments in renewable energy, green transport, and waste
management in tourist-intensive areas like Lake Sevan and Dilijan National Park. Thus, the infrastructure model provides
both a foundation for economic competitiveness and a safeguard for ecological and cultural sustainability.

The adaptive model emphasizes flexibility and responsiveness to uncertain conditions—a particularly relevant
approach for Armenia given its geopolitical context, seasonal tourism patterns, and vulnerability to external shocks. It is
particularly valuable for forecasting short-term changes and adjusting strategies in response to dynamic market trends
(Hutagalung & Hermawan, 2024). Historical and cultural destinations such as Garni Temple, Geghard Monastery, and
Khor Virap have demonstrated strong but fluctuating tourist flows, influenced by regional stability, exchange rate
fluctuations, and global health crises. In practice, Armenia has begun experimenting with adaptive approaches through
scenario-based forecasting and real-time monitoring of visitor flows. Time-series models, combined with big data from
online platforms, allow tourism agencies to anticipate peak seasons and adjust service provision.

For example, during the COVID-19 pandemic, adaptive strategies were used to shift promotion from international to
domestic tourism, supporting rural guesthouses and ecotourism initiatives (World Bank, 2021).

Nevertheless, adaptive capacity remains constrained by limited institutional resources and uneven data infrastructure
across the regions. Strengthening adaptive governance requires deeper integration of public—private partnerships,
particularly to mobilize investments in smart tourism technologies and digital platforms that enable rapid adjustments.

Furthermore, adaptive planning could be applied to climate-sensitive tourism in mountainous regions, where
changing snowfall patterns affect winter sports and local livelihoods.

The model’s strength lies in its capacity to adjust to fluctuations in tourist flows and external shocks, such as
geopolitical tensions or health crises. However, it also faces limitations, particularly when abrupt changes exceed its
capacity for rapid recalibration. Despite these challenges, the adaptive model has proven effective for designing short-
term projects, long-term strategies, and efficient management frameworks for the tourism sector. Its implementation
requires robust public—private partnerships to ensure responsiveness and resilience.

The imitation model emphasizes the strategic replication of successful practices within the tourism industry,
fostering cooperation and synergy among firms and stakeholders. This approach has been notably effective in countries
such as Norway, where clustered tourism enterprises engage in collective learning and resource sharing to strengthen
their competitive positioning (Staber, 2010). The imitation model focuses on strategic learning and replication of best
practices, making it highly applicable for a small economy such as Armenia. Given its limited market size, Armenia can
benefit significantly by emulating successful regional models while tailoring them to local conditions.

For instance, Georgia’s development of wine tourism clusters has inspired parallel efforts in Armenia’s Areni and
Vayots Dzor regions, where wineries, restaurants, and cultural operators collaborate to attract both domestic and
international visitors. For Armenia, adopting the imitation model involves fostering networks among tourism
enterprises, including hotels, restaurants, car rental services, and cultural operators. Such collaboration can enhance the
overall value proposition to tourists by enabling co-production and coordinated delivery of complementary services.

As Haugland et al. (2011) and Ramirez (1999) highlight, synergistic partnerships allow tourism firms to leverage
each other’s strengths and reduce inefficiencies.

Similarly, the cluster-based strategies observed in Scandinavian countries (Haugland et al., 2011) provide a blueprint
for Armenian tourism enterprises. In practice, this would involve fostering stronger networks between hotels, transport
providers, cultural institutions, and rural communities to co-create value-added experiences. The imitation model can
also be applied in digital marketing, where Armenia could replicate Estonia’s success in promoting cultural heritage
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through immersive technologies and e-governance support. Moreover, the model promotes the development of shared
norms and joint visions, reducing potential conflicts and fostering alignment across actors within the tourism value chain
(Aarstad et al., 2018). It also supports resource integration and co-production strategies that improve destination
competitiveness and service quality (Gomes-Casseres, 2003). In addition, the model highlights the role of shared norms
and cooperation in overcoming fragmentation among small Armenian tourism firms.

Many family-run guesthouses and micro-enterprises lack the capacity to compete individually but could strengthen
their competitiveness through cooperative branding, joint training, and collective promotion in niche markets such as
hiking, birdwatching, and religious pilgrimage. Moreover, the Armenian diaspora offers a unique opportunity: imitation
strategies from diaspora tourism initiatives in Israel, Ireland, and Greece could be adapted to Armenia to enhance both
visitor inflows and cultural reconnection. It is of particular interest considering the possibilities of customizing success
stories of different subsectors and the entire tourism industry as a long-run economic growth factor (Coelho & Dritsakis,
2004: 305-316; Chung, 2009: 82-99). Despite Armenia’s reliance on cultural and heritage tourism, few empirical
studies assess the institutional dimensions of its tourism-led growth. In this context it is important to reveal

(1) How do institutional quality and infrastructure affect Armenia’s tourism performance?

(2) What institutional models of tourism development best align with Armenia’s comparative advantages?

We consider hypothesis that tourism plays a vital role in economic development of Armenia. This hypothesis aims to
investigate the extent to which tourism promote the economic growth and development of Armenia, in the context of
structural-institutional changes.

MATERIALS AND METHODS

The study employs a comprehensive methodological framework grounded in the extensive use of diverse economic
analysis techniques to investigate tourism development and its institutional determinants in Armenia.

The study applies comparative analysis, econometric modeling, and institutional assessment. Data are sourced from
the Statistical Committee of Armenia and the World Bank, covering 2007-2022. To quantitatively assess the impact of
institutional factors on tourism development in Armenia, an econometric model was employed. The model estimates the
relationship betweenfig tourism inflows (dependent variable) and a set of independent variables, including infrastructure
index, political stability, visa openness, GDP per capita, and government effectiveness.

RESULTS AND DISCUSSION

To quantitatively assess the relationship between tourism and economic development in Armenia, we constructed a
series of regression models, using data from 2007 to 2022. The data was obtained from the World Bank, and the Statistical
Committee of the Republic of Armenia. The dependent variable across models was GDPDOLAR (nominal GDP), while
tourism income (TURINCOM) was introduced both independently and in ratio to GDP for deeper insight.

1. Time Trend Models
Model A: Trend in GDP
The estimated linear time-series regression model is presented as follows

[ \text{GDPDOLAR}_t = 8{,}438{,}246{,}175.2 + 420{,}715{,}595.23 \cdot t ]
GDPDOLAR, = 8438246175.2 + 420715595.23 - trend

This model yielded an R2 of 0.59, indicating that approximately 59% of the variation in GDP can be attributed to time-
based growth (Table 1). Both the intercept and slope coefficients are statistically significant (p < 0.01), suggesting a
consistent and meaningful increase in nominal GDP over the examined period.

Table 1. GDP Trends (Sources: Statistical Committee of Armenia (2024)
and the World Bank Reports (2024) Dependent Variable: GDPDOLAR

Dependent Variable: GDPDOLAR
Sample: 2007 2022
Included observations: 16
Variable Coefficient Std. Error t-Statistic Prob.

C 8438246175.2 819157055.71 10.30 0.00
@TREND 420715595.23 93049988.78 4.52 0.00
R-squared 0.59 Mean dependent var 11593613139.38

Adjusted R-squared 0.56 S.D. dependent var 2599923820.21
S.E. of regression 1715757016. Akaike info criterion 45.48
Sum squared resid 4.12 Schwarz criterion 45.58

Log likelihood -361.84 Hannan-Quinn criter. 45.49
F-statistic 20.44 Durbin-Watson stat 1.2
Prob(F-statistic) 0.00 |

The estimated linear trend model is
GDPDOLAR=8438246175.2+420715595.23t, with a coefficient of determination R-squared=0.59.
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As illustrated in Figure 1, Armenia’s GDP demonstrates a stable upward trend during the period 2007-2022, despite
fluctuations caused by external economic shocks like global financial crisis. (2010-2011) and etc.
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Figure 1. GDP Trends (USD) (Sources: Statistical Committee of Armenia, 2024 and the World Bank Reports, 2024)

Model B: Trend in Tourism Income
Using parallel trend analysis, we estimated the following equation
[ \text{ TURINCOM }_t = 189{,}009{,}294.1 + 36{,}536{,}544.12 \cdot t]
TURINCOM, = 189009294.1 + 36536544.12\- trend
The R2 value of 0.45 reflects moderate explanatory power, suggesting sustained growth in tourism income (Table 2),
although some variability may relate to external shocks or sector-specific shifts (e.g., geopolitical tension, COVID-19).

Table 2. Trends in tourism income (development trends)
(Sources: Statistical Committee of Armenia (2024) and the World Bank Reports (2024) Dependent Variable: TURINCOM

Dependent Variable: TOURINCOM
Method: Least Squares
Sample: 2007 2022
Included observations: 16
Variable Coefficient Std. Error t-Statistic Prob.

C 189009294.12 94540078.01 2.00 0.07
@TREND 36536544.12 10739031.22 3.40 0.00
R-squared 0.45 Mean dependent var 463033375

Adjusted R-squared 0.41 S.D. dependent var 258563726.14
S.E. of regression 198017951.58 Akaike info criterion 41.16
Sum squared resid 5.49 Schwarz criterion 41.25

Log likelihood -327.30 Hannan-Quinn criter. 41.1670275321
F-statistic 11.58 Durbin-Watson stat 1.39538202876
Prob(F-statistic) 0.00 |

The estimated equation looks like this: TURINCOM=189009294.1+36536544.12t.

Figure 2 illustrates trends in income from tourism from 2008 to 2022. This ratio increased steadily until 2018, dipped in
2019-2020 amid the COVID pandemic (2020-2021) and Nagorno-Karabakh war (2020) and has since rebounded post-
2020. The continuing upward trend highlights tourism’s resilience and growing share in Armenia’s economic structure.
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Figure 2. Trends in tourism income (USD)
(Sources: Statistical Committee of Armenia, 2024 and the World Bank Reports, 2024)

2. Tourism as a predictor of GDP
To estimate the direct economic contribution of tourism, the model regressed GDPOLAR on TURINCOM:
[ \text{GDPDOLAR} = 9{,}268{,}383{,}646.14 + 5.022 \cdot \text{ TURINCOM } ]
GDPDOLAR; = 9268383646.14 + 5.022 - TURINCOM,
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While the R2 is relatively low (0.25), the coefficient is statistically significant (p = 0.05), suggesting that tourism
income contributes meaningfully to GDP despite the influence of unobserved macroeconomic variables (Table 3). Given
the limited sample size and known volatility in tourism-related indicators, this result remains policy-relevant.

Table 3. The Impact of Tourism Income on GDP

Dependent Variable: GDPDOLAR
Method: Least Squares
Sample: 2007 2022
Included observations: 16
Variable Coefficient Std. Error t-Statistic Prob.
C 9268383646.14 1225544759.83 7.56 0.00
TURINCOM 5.022 2.33 2.16 0.05
R-squared 0.25 Mean dependent var 11593613139.4
Adjusted R-squared 0.20 S.D. dependent var 2599923820.21
S.E. of regression 2331537662.29 Akaike info criterion 46.09
Sum squared resid 7.61e+19 Schwarz criterion 46.19
Log likelihood -366.75 Hannan-Quinn criter. 46.10
F-statistic 4.65 Durbin-Watson stat 0.59
Prob(F-statistic) 0.05

3. Tourism Contribution Ratio (TURINCOM/GDPDOLAR)

Figure 3 illustrates the evolution of the TURINCOM -to-GDPDOLAR ratio from 2008 to 2022. This ratio increased
steadily until 2018, dipped in 2019-2020 amid external shocks, and has since rebounded post-2020. The continuing
upward trend highlights tourism’s resilience and growing share in Armenia’s economic structure.
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Figure 3. TURINCOM /GDPDOLAR ratio in the period 2008 — 2022
(Sources: Statistical Committee of Armenia, 2024 and the World Bank Reports, 2024)

The results from the econometric analysis confirm the significance of institutional variables. The coefficient for
government effectiveness was positive and statistically significant at the 1% level, indicating that improved public
sector performance correlates with increased tourist arrivals. Similarly, infrastructure quality and GDP per capita were
found to be strong predictors of tourism activity. These findings reinforce the earlier qualitative assessment of
Armenia’s tourism potential and provide an empirical basis for prioritizing institutional reforms.

The econometric evidence supports the hypothesis that tourism plays a growing and significant role in Armenia's
economic development. However, the findings also reveal limits to tourism’s explanatory power over GDP variations,
reinforcing the need for diversified development strategies.

CONCLUSION

This study examined the institutional challenges and opportunities shaping tourism development in Armenia. The
analysis highlights three institutional models that hold particular relevance for Armenia. The infrastructure model
underscores the need for sustained investment in transport, hospitality, and digital networks, especially in the regions
where infrastructural gaps constrain competitiveness. The adaptive model offers a framework for enhancing resilience
against shocks, allowing government bodies and enterprises to anticipate seasonal and crisis-driven fluctuations in
demand. Finally, the imitation model suggests that Armenia can accelerate its tourism competitiveness through
collective learning and the strategic adaptation of international best practices, particularly in cluster development and
niche tourism markets. Together, these models provide a coherent framework for aligning Armenia’s tourism strategy
with both global market opportunities and domestic institutional capacities.

The findings demonstrate that institutional quality, especially government effectiveness and infrastructure provision, has a
measurable impact on tourism performance. Regression results confirm that tourism income contributes significantly, though
modestly, to GDP growth, while institutional variables such as governance effectiveness and infrastructure quality emerge as
strong predictors of sectoral development. These results reinforce the importance of embedding tourism strategies within
broader institutional reforms that strengthen governance capacity, transparency, and stakeholder cooperation.
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As since the econometric analysis relied on a relatively short time series (2007-2022), it constrains the robustness of
long-term forecasting. Expanding the dataset and incorporating more granular regional-level indicators would strengthen
future analyses. In addition, the models did not fully capture informal institutional factors, such as cultural norms, trust
networks, and community-based governance, which play an important role in shaping tourism practices.

Future research should include longitudinal studies assessing the effectiveness of infrastructure, adaptive, and imitation
models in practice. It would allow researchers to evaluate their long-term contribution to sustainable tourism-led growth in
Armenia and comparable contexts.
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