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Abstract

As a conceptual theoretical paper, this study focuses on the dynamic impact of
tourism dominance on economic resilience—a research gap insufficiently ad-
dressed in existing literature. Tourism-driven development represents a prev-
alent growth strategy adopted by numerous small island nations worldwide. By
integrating specialization theory, path dependence theory, and industrial lock-
in theory, this paper constructs an analytical framework delineating the linkage
between tourism dominance and economic resilience, and systematically un-
packs the evolutionary logic of economic resilience within tourism-dominated
economies. Theoretically, this study proposes a theoretical hypothesis of an in-
verted U-shaped nonlinear relationship between tourism dominance and eco-
nomic resilience: as tourism dominance rises, economic resilience evolves across
two qualitatively distinct stages. During the early phase of tourism expansion,
three positive mechanisms—resource agglomeration effects, knowledge spillo-
ver effects, and institutional adaptation effects—jointly generate specialization
dividends, which strengthen the economic system’s resistance and recoverabil-
ity. Once tourism dominance surpasses a critical threshold, three countervail-
ing mechanisms (industrial structural rigidity, asset specificity traps, and insti-
tutional-cognitive lock-in) trigger path dependence and trigger a sustained de-
cline in economic resilience. This paper further identifies three heterogeneous
post-shock recovery trajectories: rapid V-shaped recovery, slow U-shaped re-
covery, and prolonged L-shaped recession. It also disentangles the divergent
evolutionary characteristics of economic resilience across its three core dimen-
sions: resistance, recoverability, and transformability. This theoretical frame-
work offers a systematic interpretation for the sustainable development of tour-
ism-dependent economies, while providing analytical support for setting early-
warning thresholds of tourism reliance and designing forward-looking indus-
trial diversification strategies.
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1. Introduction

Tourism has become the core engine for economic take-off in many countries,
especially small island nations with relatively homogeneous resource endow-
ments. From African island states and Caribbean island nations to Mediterranean
coastal countries in Europe, from Southeast Asian tourist destinations to Pacific
islands, the tourism-dominated economic model has created growth miracles for
many late-developing economies. However, the COVID-19 outbreak in 2020 dealt
a devastating blow to the global tourism industry. Countries highly dependent on
the tourism economy generally experienced far deeper recessions than other
countries. This extremely natural experiment formed by an exogenous shock, has
profoundly exposed the structural vulnerabilities of tourism-dominated econo-
mies, triggering fundamental reflections in academic and policy circles on the
tourism-led development model.

Existing research has long been divided over the economic effects of tourism
dominance. Optimistic views emphasize the positive contributions of tourism
such as export earnings, job creation and infrastructure improvement, arguing
that tourism dominance is an effective path for late-developing economies to
achieve economic catch-up. Pessimistic views focus on negative effects such as the
“Dutch disease” effect, factor crowding-out and price distortion, warning that ex-
cessive dependence on tourism may fall into the “resource curse” trap.

This paper aims to construct an analytical framework for the evolutionary
pattern of economic resilience in tourism-dominated economies, and answers
three core theoretical questions: First, what is the internal mechanism by which
tourism dominance affects economic resilience? Through which channels do
positive and negative effects exert their influence respectively? Second, is there a
phased transition between tourism dominance and economic resilience? Third,
what differentiated characteristics do the three dimensions of economic resilience
(resistance, recoverability and transformability) present in different development
stages?

It should be noted that this paper is a purely conceptual theoretical study based
on theoretical deduction and systematic literature synthesis. All propositions and
evolutionary trajectories proposed herein are theoretical hypotheses that await
further empirical testing. In terms of scope of applicability, this framework is pri-
marily applicable to small island developing states and medium-sized coastal
economies where tourism serves as a pillar industry of the national economy. It
may also be extended to regional economies within larger countries that rely on
tourism development, with necessary adjustments to be made according to differ-

ences in economic scale and initial industrial endowments.
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2. Literature Review and Theoretical Foundation
2.1. Research on the Concept of Economic Resilience

The evolution of the concept of economic resilience forms the theoretical corner-
stone of this paper. Holling (1973) introduced resilience into ecology, distinguish-
ing between “engineering resilience” (the speed at which a system returns to its
pre-disturbance equilibrium) and “ecological resilience” (the magnitude of dis-
turbance a system can absorb before changing structure and entering a new equi-
librium). Subsequently, Walker et al. (2004) proposed “evolutionary resilience,”
emphasizing a system’s capacity for change, adaptation, and transformation in
response to pressures.

Reggiani et al. (2002) were the first to introduce resilience into spatial econom-
ics, employing the concept of multiple equilibria from ecological resilience theory
to explain agglomeration phenomena in real economies. Martin (2012), drawing
on complex adaptive systems theory, defined regional economic resilience as a
region’s capacity to mitigate the impact of shocks and maintain development
through adaptive restructuring of its industrial, technological, and institutional
structures. Martin and Sunley (2015) further decomposed resilience into four di-
mensions: vulnerability, resistance, adaptability, and recoverability. Simmie and
Martin (2010) emphasized resilience as a dynamic process rather than a static at-
tribute. Boschma (2015), from an evolutionary economic geography perspective,
argued that resilience encompasses not only the capacity to buffer shocks but also
the long-term capacity to develop new growth paths.

Li et al. (2019) systematically sorted out the evolution of the resilience concept
from engineering resilience to ecological resilience and then to evolutionary resil-
ience, noting that evolutionary resilience abandons equilibrium assumptions and
emphasizes a system’s dynamic adjustment to environmental change and sus-
tained growth. Zeng (2020) proposed three paradigms—engineering resilience
(single equilibrium), ecological resilience (multiple equilibria), and evolutionary
resilience (dynamic non-equilibrium).

Regarding measurement approaches, Martin et al. (2016) employed sensitivity
indices and peak-to-peak methods to measure regional resilience across different
UK regions. Liu et al. (2021) constructed risk absorption intensity and absorption
duration indicators to measure China’s macroeconomic resilience. Chen and
Ding (2020) developed a five-dimensional evaluation framework encompassing
industrial agglomeration, economic growth, inequality, industrial structure opti-

mization, and economic sensitivity.

2.2. The Relationship between Industrial Structure and Economic
Resilience

Frenken et al. (2007) proposed the concept of “related variety,” arguing that di-
versity among related industries facilitates knowledge spillovers and economic
growth, while unrelated variety fails to generate such benefits due to excessive cog-

nitive distance. Boschma and Iammarino (2009) empirically demonstrated that
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related variety promotes innovation and enhances regional capacity to cope with
shocks by strengthening inter-industrial linkages.

Xuand Zhang (2019) employed a GMM-SL-SAR-RE model to measure the eco-
nomic resilience of 230 Chinese cities and found that large cities with diversified
industrial structures were better able to withstand risks, and that more diversified
cities demonstrated stronger adjustment capabilities during recovery periods,
achieving more robust resilience through the development of “new economy” sec-
tors. Hu (2019) noted that industrial diversity and specialization each have ad-
vantages and disadvantages, with diversity facilitating risk diversification and in-
novation, while specialization promotes efficiency and deeper knowledge accu-
mulation.

Hu and Zhang (2022), using shift-share analysis to decompose urban economic
resilience into industrial structure resilience and regional competitiveness resili-
ence, found that educational human capital influences industrial structure resili-
ence through collaborative innovation and labor mobility effects, while health hu-
man capital operates through labor productivity effects. Li et al. (2022), analyzing
dozens of cities, demonstrated that related variety, specialization, government
governance, and the share of tertiary industry significantly promote economic re-

silience, while traditional development models impede resilience enhancement.

2.3. Tourism Economic Resilience

Wang et al. (2020) defined tourism economic resilience as a tourism economic
system’s capacity to maintain stability and recover after shocks, constructing an
evaluation system across four dimensions—resistance, recoverability, reconstruc-
tion capacity, and renewal capacity—and found that China’s tourism economic
resilience showed a slow upward trend and its spatial pattern showed a “n-shape”
with significant regional disparities. Sheng and Chen (2026) empirically demon-
strated that opening-up enhances tourism economic resilience by upgrading the
natural and humanistic environments. Xing et al. (2025), employing an undesira-
ble output SBM model and system GMM estimation, found an inverted U-shaped
relationship between tourism economic efficiency and resilience. Yang et al.
(2025) constructed an analytical framework revealing the macro and micro mech-
anisms through which new quality productive forces affect regional tourism resil-

ience.

2.4. Research Gaps

Despite these substantial contributions, three systematic theoretical gaps persist
in the existing literature:

First, the predominant research perspective remains static and comparative,
treating economic resilience as an inherent attribute of systems rather than reveal-
ing its dynamic evolution with changes in tourism dominance, thus making it dif-
ficult to answer the core question of what the influence mechanisms are.

Second, existing studies generally assume linear relationships, implicitly treat-
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ing the relationship between tourism dominance and economic resilience as mon-
otonic, overlooking the directional shift in marginal effects and the existence of
critical thresholds, and thus unable to explain the logic of phase transitions.

Third, there is insufficient systematic decomposition of heterogeneous effects
across different dimensions of economic resilience, failing to distinguish the dif-
ferentiated impacts of tourism dominance on resistance, recoverability, and trans-
formability.

To address these gaps, the present study draws on a growing body of empirical
literature that has begun to examine the nonlinear effects of tourism specializa-
tion. Notably, Zheng and Pan (2026) document a U-shaped relationship between
tourism openness and poverty vulnerability, suggesting that tourism dependence
may generate opposing effects across different intensity intervals. Xing et al. (2025)
directly test an inverted-U relationship between tourism economic resilience and
efficiency using Chinese coastal city data. These empirical findings provide indi-
rect yet valuable support for our theoretical conjecture that tourism dominance

and economic resilience are nonlinearly related.

2.5. Theory-Building Approach

The theoretical construction process of this paper follows three steps:

First, a systematic literature review. This paper reviews and integrates three ma-
jor theoretical strands—specialization theory, path dependence theory, and in-
dustrial structure lock-in theory—and extracts core explanatory variables and
causal mechanisms from existing empirical studies, thereby laying the theoretical
foundation for the analytical framework.

Second, logical deduction and mechanism decomposition. Drawing on the pat-
tern of marginal effects that first increase and then decrease, this paper decom-
poses the impact of tourism dominance on economic resilience into two stages
with diametrically opposite dominant effects. By comparing the relative strength
of positive and negative mechanisms, it deduces an inverted-U-shaped relation-
ship between the two.

Third, dimensional extension and scenario inference. On the basis of decom-
posing economic resilience into three dimensions—resistance, recoverability, and
transformability—this paper further infers the differentiated recovery patterns
corresponding to different intervals of tourism dominance under homogeneous
external shocks, ultimately forming a complete multi-level analytical framework.

All propositions derived from this framework are theoretical hypotheses that

await further empirical testing in subsequent research.
3. Theoretical Mechanisms of Tourism Dominance Affecting
Economic Resilience

3.1. Core Concepts Defined

This paper defines economic resilience as the dynamic capacity of an economy to

resist risks (resistance), recover quickly (recoverability), and realize sustainable
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development path transformation through structural adjustment (transformabil-
ity) when subjected to external shocks. The specific connotations of the three di-
mensions are as follows:

1) Resistance: The ability of the economic system to withstand negative impacts
when shocks occur;

2) Recoverability: The speed and ability of the economy to return to its pre-
shock growth path after the shock;

3) Transformability: The capacity of the economic system to carry out struc-
tural adjustment, path creation, and transformation and upgrading after shocks,
which is a key dimension for measuring the long-term development potential of
the system.

Tourism dominance refers to the dominant position of tourism in an economy,
with the proportion of tourism output value in GDP as the core indicator, supple-
mented by dimensions such as the proportion of tourism employment in total
employment and the proportion of tourism foreign exchange earnings in total ex-

ports.

3.2. Theoretical Framework and Core Propositions

Based on the finding of Zheng and Pan (2026) that an inverted U-shaped relation-
ship exists between tourism development and poverty vulnerability, this paper in-
tegrates specialization theory, path dependence theory and industrial structure
trap theory to construct an analytical framework. Its core argument holds that
there is a nonlinear relationship between tourism dominance and economic resil-
ience: as the dominant position of tourism continues to strengthen, the relative
magnitudes of positive and negative effects shift in opposite directions, ultimately
forming an inverted U-shaped evolutionary relationship (Figure 1).
A

Economic
resilience

>
Tourism dominance

degree

Figure 1. Conceptual schematic diagram of the inverted U-shaped relationship between
tourism dominance and economic resilience.

Several existing empirical studies further corroborate this theoretical hypothe-
sis. Xing et al. (2025) verify that tourism economic resilience and efficiency exhibit
an inverted-U evolutionary trajectory among coastal cities in China. Ni et al. (2026)

find that tourism intensity undermines economic resilience by inhibiting indus-
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trial rationalization and upgrading, which is consistent with the industrial lock-in
mechanism proposed in this paper. In addition, early cross-country empirical ev-
idence (Figini & Vici, 2010; Adamou & Clerides, 2009) likewise reveals that the
growth-promoting effect of tourism specialization only holds below a specific crit-
ical threshold; once this threshold is exceeded, the effect turns negative. Empirical
findings from diverse contexts collectively confirm the plausibility of the inverted-
U hypothesis advanced in this study.

This process can be divided into two qualitatively distinct stages: the speciali-
zation dividend stage and the path lock-in stage. Based on this, this paper proposes
three core theoretical propositions:

Proposition 1: There exists an inverted-U-shaped nonlinear relationship be-
tween tourism dominance and economic resilience. When tourism dominance is
below the critical threshold, economic resilience increases with rising tourism dom-
inance; when tourism dominance rises beyond the critical threshold, economic re-
silience weakens with further increases in tourism dominance.

Proposition 2: The inverted-U-shaped relationship between tourism domi-
nance and economic resilience corresponds to a phase transition from specializa-
tion dividends to path lock-in. In the low-dominance stage, the specialization div-
idend mechanism plays the dominant role; in the high-dominance stage, the path
lock-in mechanism plays the dominant role.

Proposition 3: The three dimensions of economic resilience exhibit heteroge-
neous responses to changes in tourism dominance. Both resistance and recovera-
bility display an inverted-U-shaped evolutionary pattern, while transformability
remains relatively weak throughout the entire development cycle, constituting an

inherent deficiency of the tourism specialization model.

3.3. The Specialization Dividend Phase: Three Mechanisms
Enhancing Economic Resilience

In the early stage of tourism development, when tourism dominance remains rel-
atively low, positive effects of specialization dominate, enhancing economic resil-
ience through three mechanisms: resource agglomeration effects, knowledge spill-

over effects, and institutional adaptation effects.

3.3.1. Resource Agglomeration Effects

In the early stage of tourism development, factors of production—capital, labor,
and land—rapidly concentrate in the tourism sector, generating significant econ-
omies of scale and economies of scope. First, tourism infrastructure exhibits typ-
ical public good characteristics... Second, factor agglomeration promotes the for-
mation and improvement of the tourism industrial chain, with hotels, catering,
transportation, entertainment, and related industries clustering spatially, reduc-
ing transaction costs and deepening specialization. Third, resource agglomeration
solidifies the material foundation for economic systems to withstand shocks; the
foreign exchange earnings and fiscal revenues generated by tourism provide gov-

ernments with foreign exchange reserves and fiscal buffers, offering greater pay-
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ment capacity and policy space when facing external shocks. Fang et al. (2025)
provide empirical evidence from China’s urban agglomerations demonstrating
that agglomeration effects are most prominent when the share of the tourism in-
dustry falls within a moderate range. This finding supports the argument of this
study that resource concentration can strengthen the capacity to withstand exter-

nal shocks.

3.3.2. Knowledge Spillover Effects

International tourism is, to a significant extent, a knowledge-intensive industry,
and the arrival of international tourists is accompanied by substantial knowledge
spillovers. First, international tourists bring advanced consumption concepts and
service standards, compelling local tourism practitioners to improve service qual-
ity and management levels, promoting the standardization and normalization of
tourism services. Second, the entry of multinational tourism enterprises brings ad-
vanced management experience and technology, generating significant knowledge
spillovers through personnel mobility and demonstration effects, enhancing local
human capital levels. Third, the open nature of the tourism industry promotes in-
formation exchange between local and international markets; tourist destinations
must continuously monitor international market trends and adjust their product
mix accordingly. This continuous learning process enhances the adaptability and
flexibility of the economic system. Portella-Carbo et al. (2023) find that tour-
ism-led growth effects are stronger during expansionary phases, partly because
knowledge spillovers from international visitors and foreign operators are more
intense when tourism intensity is still moderate. This provides macro-level sup-

port for the knowledge spillover mechanism we identify.

3.3.3. Institutional Adaptation Effects

In the early stage of tourism development, governments typically undertake insti-
tutional innovation and policy optimization around tourism, forming an institu-
tional environment aligned with tourism development. First, governments in-
crease investment in tourism infrastructure, improving the hardware environ-
ment and lowering barriers to tourism development. Second, governments imple-
ment institutional reforms conducive to tourism development, including visa fa-
cilitation, investment liberalization, and tax incentives, significantly reducing op-
erating costs for tourism enterprises and attracting substantial international in-
vestment. Third, governments establish specialized tourism management agencies
and industry regulatory systems to ensure the healthy and orderly development
of tourism. In the specialization dividend phase, institutional innovation is for-
ward-looking and adaptive, with governance capacity highly aligned with tourism
development needs. UNCTAD (2026) documents that small island developing
states with well-designed tourism governance structures initially benefit from fis-
cal windfalls and policy learning, which enhance their capacity to cope with ex-
ternal shocks. This observation is consistent with the institutional adaptation

mechanism we propose.
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3.4. The Path Lock-In Phase: Three Mechanisms of Resilience
Decline

When tourism dominance exceeds the critical threshold, the marginal returns of
specialization continue to decline and may even turn from positive to negative,
with path lock-in effects beginning to dominate. Economic resilience declines
through three mechanisms: industrial structure rigidity, asset specificity traps,

and institutional-cognitive lock-in.

3.4.1. Industrial Structure Rigidity

Industrial structure rigidity represents the most direct manifestation of path lock-
in. When tourism dominance exceeds critical levels, economic resources become
excessively concentrated in tourism, causing other industries to gradually shrink or
even disappear due to lack of resources. Capital, labor, and land continuously flow
toward tourism, distorting factor prices and raising development costs for other in-
dustries. The direct consequence of a highly homogeneous industrial structure is
that the economic system lacks alternative industry support when facing demand-
side shocks; when tourism is impacted by external shocks, no other industry can
compensate for the output and employment gaps caused by tourism decline. This
structural vulnerability accelerates as tourism dominance continues to rise. Ni et al.
(2026) empirically confirm that tourism intensity impedes industrial rationalization
and upgrading, thereby lowering economic resilience. Their mediation analysis di-

rectly validates the industrial structure rigidity channel we theorize.

3.4.2. The Asset Specificity Trap

Asset specificity, a core concept in path dependence theory, refers to the extent to
which assets can be redeployed to alternative uses without loss of value. Tourism
assets exhibit a high degree of specificity: resorts, tourist attractions, dedicated
tourism transportation facilities, and similar assets, once constructed, are difficult
to convert to other uses. This specificity creates substantial sunk costs that impede
resource reallocation.

The asset specificity trap extends to human capital as well: long-term tourism
specialization causes a large portion of the labor force to develop highly special-
ized skills, such as hotel services, tour guiding, and attraction management, which
are industry-specific and difficult to transfer to other sectors. When tourism suf-
fers shocks, specific assets fall idle, and specialized human capital exacerbates un-
employment and social disruption.

The sunk-cost nature of tourism-related fixed assets has been highlighted in the
regional resilience literature (e.g., Martin & Sunley, 2015). Recent studies on tour-
ism dependence (Watson & Deller, 2021) demonstrate that a larger share of non-
transferable tourism capital correlates with slower employment recovery after ex-
ternal shocks, which offers empirical support for the asset specificity perspective

proposed in this paper.

3.4.3. Institutional and Cognitive Lock-In
Institutional lock-in represents the deepest mechanism of path dependence. As

DOI: 10.4236/ajibm.2026.167039

740 American Journal of Industrial and Business Management


https://doi.org/10.4236/ajibm.2026.167039

C. Su, B. R. Zhang

tourism dominance becomes entrenched, the entire policy system gradually be-
comes tourism-centric, generating strong institutional inertia. First, government
fiscal revenues become highly dependent on tourism; the tax structure tilts toward
tourism, and fiscal expenditures primarily serve tourism development. This fiscal
dependence reduces governments’ incentives to advance industrial diversifica-
tion. Second, tourism developers, hotel owners, tourism practitioners, and other
vested interest groups acquire significant political influence, shaping policy-mak-
ing processes to maintain policy bias toward tourism. Third, long-term tourism
specialization fosters a widespread collective belief across society that “tourism is
the only viable development path”. Even after the severe vulnerabilities of tourism
become evident, stakeholders remain inclined to restore the original development
trajectory rather than pursue fundamental transformation.

These three layers of lock-in reinforce one another, creating a strong tendency
for the economy to maintain its existing structure rather than explore diversified
development paths. Numerous studies in evolutionary economic geography have
documented path dependence in tourism-dominated regions (Boschma, 2015),
which corroborates the institutional-cognitive dual lock-in mechanism elaborated

in this paper.

3.5. Transition Mechanisms and Critical Conditions

The transition from specialization dividends to path lock-in does not occur in-
stantaneously; rather, it is a gradual process that unfolds as tourism dominance
rises. The core logic of this transition follows the law of diminishing marginal re-
turns: as tourism dominance rises, constrained by resource carrying capacity and
market size, the marginal output generated by agglomeration and spillover effects
declines continuously. At the same time, as economic resources flow persistently
into a single industry, the marginal negative effects of structural imbalance and
factor distortion steadily intensify. When the marginal positive effect of tourism
dominance equals its marginal negative effect, the critical threshold is reached.
Once this threshold is crossed, negative effects dominate, and economic resilience
begins to decline.

Theoretically, the “critical threshold” refers to the turning point at which the
dominant mechanism through which tourism dominance affects economic resil-
ience shifts from dividend effects to lock-in effects. Although this paper does not
estimate a specific numerical threshold, the transition from the specialization div-
idend stage to the lock-in stage can be identified through the following observable
indicators:

1) Industrial structure indicators: The share of tourism value-added in GDP
rises persistently, the number of pillar industries outside tourism shrinks, and in-
dustrial diversification indices (e.g., the Herfindahl-Hirschman Index for indus-
trial structure) decline continuously.

2) Factor allocation indicators: The share of tourism employment in total employ-

ment reaches a relatively high level, capital formation is highly concentrated in tour-
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ism-related fixed assets, and factor prices in non-tourism industries continue to rise.

3) Fiscal and institutional indicators: Tourism-related taxes account for more
than half of local fiscal revenue, policy innovation is largely confined to the tour-
ism sector, and industrial diversification policies remain limited.

4) External shock response indicators: When facing exogenous shocks of equiv-
alent intensity, the depth of economic recession is significantly greater than in the
previous cycle, and the recovery period begins to lengthen.

Although the exact threshold varies across economies, recent empirical studies
offer suggestive references. For instance, Xing et al. (2025) find that when tourism
economiic efficiency exceeds 0.5969, the relationship between resilience and effi-
ciency turns negative. UNCTAD (2026) suggests that an overly high tourism eco-
nomic dependence index may imply a substantial rise in the economy’s vulnerability
to external shocks. These quantitative clues, while not universally applicable, pro-
vide useful benchmarks for identifying the proximity to the critical threshold in
practice.

It should be emphasized that the specific magnitude of the critical threshold is
subject to structural heterogeneity across different economies. Therefore, the ap-
plication of this framework requires adjustments to account for control variables

such as economic scale, initial industrial base, and resource endowment.

4. Phase Characteristics of Resilience Evolution and
Recovery Patterns

Building on the inverted U-shaped evolutionary framework and the dual mecha-
nisms identified above, we further deduce that economies at different levels of
tourism dominance exhibit significantly heterogeneous resilience performance
and recovery patterns when faced with homogeneous external shocks (particularly

demand-side shocks).

4.1. Specialization Dividend Phase: V-Shaped Rapid Recovery

In this phase, tourism dominance stays within the optimal range. The specializa-
tion dividend mechanism functions effectively, the marginal effect of rising tour-
ism dominance remains positive, and the tourism economic system boasts a solid
material foundation, strong learning capacity, and ample room for policy adjust-
ment. When external shocks strike, although the system experiences a short-term
recession, alternative industries still exert a buffering effect, and market and pub-
lic confidence in tourism prospects remain strong, enabling rapid recovery of in-
vestment and consumption.

More importantly, asset specificity remains relatively low at this stage, provid-
ing flexibility for the reconstruction and adaptation of damaged facilities. Gov-
ernments also maintain sound fiscal positions, with the capacity to implement
countercyclical policies. Consequently, the economic system can achieve a rapid
V-shaped rebound, with a relatively short recovery period from shock onset to full

recovery. This V-shape pattern is consistent with the findings of Portella-Carb¢ et

DOI: 10.4236/ajibm.2026.167039

742 American Journal of Industrial and Business Management


https://doi.org/10.4236/ajibm.2026.167039

C. Su, B. R. Zhang

al. (2023), who observe that tourism-specialized economies tend to rebound
quickly from mild recessions when dependence remains moderate, as market con-

fidence and policy space are still intact (Figure 2).

A
GDP

>
Time

Figure 2. Conceptual schematic diagram of V-shaped recovery pattern.

4.2. Critical Threshold Expansion Phase: U-Shaped Slow Recovery

As tourism dominance approaches the critical threshold, specialization dividends
begin to weaken while path lock-in effects start to emerge. The industrial structure
has not yet fully rigidified, but the costs of structural adjustment have risen sig-
nificantly. Asset specificity begins to constrain factor mobility, and policy adjust-
ment space narrows.

Under these conditions, external shocks trigger deeper recessions, and recovery
is no longer as rapid as in the specialization dividend phase. The system requires
time to make localized adjustments to source markets or product structures; fiscal
space for governments begins to shrink, and policy responsiveness declines. Pub-
lic confidence in tourism development prospects becomes divided, and invest-
ment turns cautious. As a result, the recovery process entails a relatively prolonged
downturn, presenting a gentle U-shaped pattern and requiring a longer period for
full recovery (Figure 3). Watson and Deller (2021) empirically show that U.S.
counties with higher tourism dependence experienced slower employment recov-
ery after the Great Recession, consistent with the U-shaped scenario we describe.

A
GDP

>
Time

Figure 3. Conceptual schematic diagram of U-shaped recovery pattern.

4.3. Path Lock-In Phase: L-Shaped Deep Recession

When tourism dominance far exceeds the critical threshold, path lock-in effects
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fully dominate. Industrial structure rigidity causes external shocks to transmit di-
rectly throughout the entire economic system, leading to a precipitous decline in
GDP. The asset specificity trap prevents large volumes of capital and labor from
shifting to other sectors, resulting in prolonged idle capacity and unemployment.

Institutional and cognitive lock-in mean that both governments and markets
lack incentives for fundamental change; policy focus remains confined to restor-
ing the original development path rather than creating new ones. The widespread
societal belief that “there is no alternative to tourism” severely undermines incen-
tives to explore new development paths. As a result, even when external demand
recovers, the economy struggles to achieve genuine recovery and transformation,
presenting an L-shaped recovery pattern. Full recovery takes significantly longer,
and may even involve the permanent loss of some growth potential.

The L-shaped pattern echoes the “persistent recession” documented in Ni et al.
(2026), where destinations with excessive tourism intensity fail to regain pre-shock
output levels for extended periods due to the combined effects of structural rigidity
and institutional inertia (Figure 4).

A
GDP

Time

Figure 4. Conceptual schematic diagram of L-shaped recovery pattern.

4.4. Heterogeneous Characteristics of the Three Dimensions of
Economic Resilience

The three dimensions of economic resilience exhibit significant heterogeneity in
their responses to changes in tourism dominance.

Resistance follows a typical inverted U-shaped evolutionary trajectory. In the
specialization dividend stage, the sustained agglomeration of economic factors
and continuous accumulation of physical capital steadily strengthen the economic
system’s capacity to withstand shocks. Stable fiscal revenues and foreign exchange
reserves generated by tourism development provide governments with ample
buffer space against external shocks; as a result, resistance rises steadily alongside
increasing tourism dominance. However, once tourism dominance exceeds the
critical threshold and the economy enters the path lock-in stage, the homogeneous
industrial structure renders the economy highly sensitive to tourism demand
shocks. Owing to the lack of alternative industries, external shocks are rapidly
transmitted to all facets of economic activity, leading to a substantial decline in

resistance.
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Recoverability also follows an inverted U-shaped evolutionary trajectory, alt-
hough its turning point occurs slightly later than that of resistance. In the special-
ization dividend stage, strong market confidence, flexible factor allocation, and
ample policy space enable the economy to quickly return to its pre-shock growth
path after external shocks, exhibiting a V-shaped rapid rebound. When tourism
dominance approaches the critical threshold, the system can still achieve eco-
nomic recovery by adjusting its product mix and source markets, although recov-
ery slows noticeably. After entering the lock-in stage, the asset specificity trap and
industrial structure rigidity significantly prolong factor reallocation time, while
declining fiscal capacity restricts the scope for implementing countercyclical eco-
nomic policies. Ultimately, the recovery cycle lengthens considerably, and the econ-
omy may even fall into persistent recession.

Transformability differs fundamentally from the other two dimensions in its
evolutionary characteristics. Throughout the entire cycle of rising tourism domi-
nance, transformability remains persistently low, which constitutes an inherent
deficiency of the tourism specialization model. Even in the specialization dividend
stage, economic factors continuously shift toward tourism, steadily eroding the
foundation for industrial diversification. Meanwhile, the knowledge and skills ac-
cumulated under the tourism specialization system are difficult to transfer to emerg-
ing industries.

The weakness of transformability implies that the tourism-led development
model is essentially a form of “fragile growth™: it can deliver rapid short-term growth
and strong short-term recovery capacity, but lacks long-term structural transfor-
mation capability. This insight effectively explains why numerous tourism-domi-
nated economies tend to revert to their original development paths after each crisis,

and struggle to achieve genuine industrial transformation and upgrading.

5. Theoretical Implications

The theoretical framework constructed in this paper provides new perspectives
and tools for understanding the development resilience of tourism-dominated
economies. The principal theoretical implications are as follows:

First, economic resilience changes nonlinearly. Policymakers must abandon the
simplistic view that “specialization is always beneficial or always harmful”, and
recognize the inverted U-shaped relationship between tourism dominance and
resilience. This implies the existence of an “optimal tourism dominance range”,
where either excessively high or excessively low tourism dominance may under-
mine resilience.

Second, there exists a “strategic window period” for structurally enhancing eco-
nomic resilience. The specialization dividend phase is not only a golden period
for economic growth, but also a strategic window for implementing proactive di-
versification strategies. During this phase, fiscal strength is robust, and social con-
sensus is relatively strong, making it the optimal time to cultivate alternative in-

dustries, invest in general-purpose infrastructure, and enhance general human
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capital. Once path lock-in sets in, transition costs and resistance increase substan-
tially.

Third, transformability is the key to long-term sustainable development. While
resistance and recoverability primarily concern the short-term condition of the
economy, transformability concerns long-term prosperity. The theoretical analy-
sis in this paper demonstrates that specialization dividends primarily enhance the
first two dimensions, with limited impact on transformability. Therefore, govern-
ment intervention through institutional design is required to build and strengthen
the economic system’s transformability, and proactively break the potential path
lock-in that accompanies rising tourism dominance.

Fourth, establish tourism dominance early warning mechanisms. It is recom-
mended to develop an early warning threshold system using core indicators such
as tourism value-added as a share of GDP and tourism employment as a share of
total employment. While tourism dominance remains low and specialization div-
idends are fully realized, industrial diversification strategies should be deployed
in advance. Establishing such early warning mechanisms is critical, because once

the critical threshold is exceeded, the economy’s transition costs escalate sharply.

6. Conclusion and Research Limitations

6.1. Main Conclusion

By integrating specialization theory, path dependence theory, and industrial
structure lock-in theory, this paper constructs a conceptual analytical framework
for the evolutionary pattern of economic resilience in tourism-dominated econo-
mies. The main conclusions are as follows:

First, there exists a hypothetical inverted U-shaped nonlinear relationship be-
tween tourism dominance and economic resilience. As tourism dominance in-
creases, economic resilience successively passes through two qualitatively distinct
stages: the specialization dividend stage and the path lock-in stage. In the low-
dominance stage, three mechanisms, resource agglomeration, knowledge spillo-
vers, and institutional adaptation, jointly drive the enhancement of economic re-
silience. In the high-dominance stage, after the critical threshold is exceeded, in-
dustrial structure rigidity, the asset specificity trap, and institutional-cognitive
lock-in lead to a persistent decline in economic resilience.

Second, economies at different levels of tourism dominance exhibit differenti-
ated recovery patterns in response to the same external shock. Economies in the
specialization dividend stage display V-shaped rapid recovery; those approaching
the critical threshold exhibit U-shaped slow recovery; and economies in the path
lock-in stage manifest L-shaped deep recession.

Third, the three dimensions of economic resilience exhibit heterogeneous evo-
lutionary characteristics. Both resistance and recoverability follow an inverted U-
shaped trajectory, while transformability remains at a persistently low level through-
out the entire cycle, which constitutes the inherent vulnerability of the tourism spe-

cialization model.
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6.2. Research Limitations and Future Directions

This study has several limitations. First, this paper is a purely conceptual theoret-
ical study; the proposed inverted U-shaped relationship and phase transition logic
are theoretical hypotheses that have not yet been empirically tested. Future re-
search may empirically test our propositions using cross-country panel data or in-
depth case studies of typical economies.

Second, this paper has not yet developed a quantitative method for identifying
the critical threshold. Subsequent studies could adopt system dynamics methods
or econometric threshold models to quantitatively estimate the critical threshold
of tourism dominance under different economic scales and industrial contexts.

Third, the analytical framework of this paper focuses primarily on demand-side
external shocks, and has not yet explored differences in resilience evolution under
supply-side shocks such as natural disasters. Future research could further extend
the analysis to account for shock heterogeneity.

Finally, the figures in this paper are conceptual illustrations designed to eluci-
date the theoretical logic, and do not reflect the specific quantitative relationships
of real-world economies. Future research could develop more rigorous simulation

models and empirical visualizations.
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