EKOHOMMUKA EX= Vol. 68, july-september 2022, Ne 3

ISSN 0350-137X, EISSN 2334-9190, UDK 338 (497,1) P. 1-11
Tanja Stanisi¢' ORIGINAL SCIENTIFIC ARTICLE
University of Kragujevac, 10.5937/ekonomika2203001S
Faculty of Hotel Management and Tourism Received: January, 21. 2021.
in Vinjacka Banja, Accepted: February, 24. 2022.
Vladimir Radivojevi¢

Jelena Dimovski’

University of Pristina in Kosovska Mitrovica,

Faculty of Economics

INTERDEPENDENCE OF TOURISM COMPETITIVENESS
AND DEVELOPMENT OF SOUTHERN EUROPEAN
COUNTRIES

Abstract

The importance of tourism sector in modern conditions and its significant participation
in the macroeconomic indicators of countries, determine it as one of the key factors of
competitiveness and development of national economies. Tourism contribution of tourism to
competitiveness and economic development, as well as the economic effects of tourism, may
vary from country to country. The purpose of the paper is to examine the interdependence
between tourism competitiveness and the economic effects of tourism, as well as between
tourism competitiveness and development of the Southern European countries. The methods
applied in the paper are comparative analysis, descriptive statistics and correlation
analysis. The results of the research indicate that there is no significant positive relationship
between the tourism competitiveness and economic effects of tourism in the analysed group
of countries, while the relationship between tourism competitiveness and development of
these countries is characterized by a high level of positive correlation. This conclusion can
be useful for economic and tourism development policy makers and the creator of the policy
of improving the competitiveness of tourism.
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MEBY3ABUCHOCT KOHKYPEHTHOCTU TYPU3MA U
PA3BOJA JY/ KHOEBPOIICKHUX 3EMAJBA

Arncrpakr

Baoicnocm cekmopa mypusma y cagpemenum yCioguma u 1e2060 3HauajHo yueuthe
Y MAKPOEKOHOMCKUM NOKA3AMEBUMA 3eMasba YUHE 2d_jeOHUM 00 K/bYUHUX (pakmopa
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KOHKYPEHMHOCIU U PA360ja HAYUOHATHUX eKoHomuja. [Ipu mome ce donpuroc my-
PUBMA KOHKYPEHMHOCIU U eKOHOMCKOM PA360jJY, KAO U eKOHOMCKU epeKmu mypusma
Moey paznuxkosamu 00 3emme 00 3emme. Cepxa paoa je ucmpasxcusarbe mely3asuc-
HOMU u3mel)y KOHKYPEeHIMHOCTU MyPUsMa U eKOHOMCKUX eghekama mypusmd, Kao u
uzmely KOHKYPEeHmHOCIU MypUsmMa u paszeoja Jys#cHoesponckux semana. Y paoy cy
npumersere cieoehe menmooe: KOMNAPAMUBHA AHATU3A, OECKPUNMUBHA CIAMUCIIUKA
u Koperayuona ananusa. Pesynmamu ucmpasxcusarsa ykasyjy oa usmely KOHKypeHm-
HOCMU U eKOHOMCKUX eeKkama mypusma Huje nomsphena smauajHa nosumueHa eesa
V AHATUBUPAHOJ SPYNAYUU 3eMasba, OOK OOHOC Usmel)y KOHKYPEeHmHComu mypusma u
Paszeoja HagedeHuUx 3emManba Kapakmepuuie 6UCOK HU80 nosumugHe koperayuje. Osu
3aKBYUYU MOSY OUMU KOPUCHU 3a KPAMOPe NOTUMUKe eKOHOMCKOZ U TYPUCTIUYKOR
paseoja, Kao u nonumuke yHanpelheroa KOHKYpeHNMHOCHU Mypusma.

Kwyune peuu: mypuzam, KOHKYPEHMHOCH, pa36oj, eKOHOMCKU eghekmu

Introduction

Conscious of the growing roles and the importance of tourism, countries are paying
more attention to the competitiveness of tourism, which depends on the success of the
interaction of all comparative and competitive advantages of the destination and tourism
products. As tourism in many countries is recognized as one of the strategic sectors, the
improvement of tourism competitiveness consequently leads to the improvement of the
competitiveness of national economies. On the other hand, the significant share of the
tourism sector in key macroeconomic indicators, such as gross domestic product (GDP),
employment, exports, globally and within a large number of individual countries, imposes
as a logical assumption its great importance for economic development. As this importance
varies from country to country, it is useful to consider the contribution of tourism to the
competitiveness and development of the national economy of individual countries or groups
of countries. Tourism is a dynamic activity and it is useful to consider each of its changes in
the context of the impact on the economy that such changes can cause (Dwyer et al., 2004).

In the global context, the importance of tourism for the economy is evident and can be
supported by empirical data. According to the data of the World Travel & Tourism Council
(WTTC) for 2019 (the year before the exceptional conditions caused by the COVID-19
pandemic), the participation of tourism in key macroeconomic indicators is very significant.
The total contribution of travel & tourism to GDP was 9,170.0 billion USS$ (10.4% of total
GDP) in 2019. Travel & tourism supported 334 million jobs or 1 for every ten jobs belonged
to travel & tourism in 2019 (10.6% of all jobs). Also, it “was responsible for creating 1 in 4
of all net new jobs across the world between 2014 - 2019” (WTTC, 2021). These and other
relevant data confirm the importance of the economic effects of the tourism sector.

Many studies deal with the analysis of the contribution of tourism to the economic
development of countries and the economic effects of tourism. Also, tourism competitiveness
is the subject of numerous research and scientific papers. However, there is a lack of studies
dealing with the interdependence between tourism competitiveness and the economic
effects of tourism, as well as between tourism competitiveness and economic development
of countries. This is a gap in the literature that this paper is trying to fill. The results of
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the research and discussion are grouped into two parts. First, a cross-country comparison
of tourism competitiveness, economic effects and economic development of the analysed
countries is made. After that, the interdependence of tourism competitiveness, on the one
hand, and the economic effects of tourism and economic development, on the other hand, on
the analysed sample of countries is examined.

Theoretical backgrounds

Considering the contribution of tourism to the key macroeconomic indicators of
countries in modern conditions, tourism is of great importance in terms of the development.
One of the specifics of tourism is reflected in the multi sectoral influence and the fact that
tourism links and that its effects extend through a large number of other sectors. Tourism
development contributes to direct inflows into the local economy, the diversification of the
economy, the sustainability of the environment and the local community. In this context,
it can be said that tourism contributes not only to development, but also to the overall
competitiveness of national economies. Over the last few decades, tourism has played an
increasingly important role in the economic growth of many countries. Every consumption
that generates economic activity is worthy of macroeconomic attention. While earlier
economic research was focused mainly on the income that certain activities that are part of
tourism generate, today tourism studies consider its broader impacts on overall economic
development. (Stani¢ & Vuji¢, 2017).

The important role that tourism has for the economic and social progress of countries is
recognized by the governments of modern countries (Dritsakis, 2004), but also by the scientific
community and many authors studying the link between tourism and economic growth
measured by gross domestic product (GDP) (Ivanov & Webster, 2007; Gokovali & Bahar, 2006;
Sequeira & Magas Nunes, 2008; Richardson, 2010; Samimi et al., 2011). De Vita & Kyaw
(2016) confirmed that in certain groups of countries the growth of tourism arrivals is associated
with an increase in the per capital real GDP growth rate. Lee and Chang (2008) confirm that
tourism development has a positive impact on GDP, while also emphasizing that the strength
of the impact depends on the group of countries observed and the greater impact is recorded
in less developed countries. Oh (2005), using the Granger causality model, investigates the
causal relationship between tourism growth and economic expansion. It is interesting that this
author concludes that tourism is not a driver of economic growth in the short term. Ekanayake
& Long (2012) come to the similar conclusion using the same model, noting that tourism
revenues make a positive contribution to economic growth in developing countries. Dritsakis
(2012) tests the impact of tourism development on economic growth on a sample of selected
Mediterranean countries and concludes that tourist receipts have a high impact on the GDP of
the analyzed countries. Eyuboglu & Eyuboglu (2020) have found a hidden causality between
tourism development and economic growth in certain emerging countries.

Tourism generates multiple economic benefits for receptive countries. This is especially
important from the aspect of developing countries, where the expected positive economic effects
of tourism are a motive to promote tourism (Surugiu, 2009). The economic effects of tourism,
mostly measured by its contribution to income and employment, are also the subject of numerous
studies. The reason for choosing these economic aggregates and through them expressing the
economic effects of tourism is, among other things, their visibility and relatively easy measurability
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(Vladusic et al., 2020; Zdravkovi¢ & Pekovi¢). For the same reason, studies of the economic
impact of tourism focus primarily on economic benefits, while costs are often neglected (Comerio
& Strozzi, 2019). However, the economic impact should be understood to include both direct
costs and benefits, directly related to the travel activity and expenditures, and secondary costs
and benefits, which are induced. Tourism impact analysis, in order to gain more comprehensive
insight into the economic effects of tourism, must take into account both of these types of benefits
and costs (Ennew, 2003). There are two main reasons why the scientific and professional public is
extremely interested in understanding the economic effects of tourism. First, the economic effects
in tourism are not as easily visible as in some other sectors, so tourism stakeholders emphasize
them in this way. Second, the complex structure of the tourism sector requires greater effort in
measuring and expressing economic effects (Mayer & Vogt, 2016).

Tourism competitiveness is also a concept that is gaining in importance in literature and
practice. Research is primarily focused on reviewing the level achieved (Enright & Newton,
2004; Michael et al., 2019; Cronjé & du Plessis, 2020; Roman et al., 2020; Khalifa, 2020)
and key determinants (Fernandez et al., 2020; Corne & Peypoch, 2020; Krsti¢ et al., 2017)
of competitiveness of the country, region or tourist destination. However, there are sporadic
studies that link the competitiveness of tourism and economic growth of countries (Pablo-
Romero et al., 2016; Crouch and Ritchie, 2005; Botti et al., 2009). Wang and Liu (2020),
dealing with the relationship between tourism competitiveness and economic growth of 56
developing countries, conclude that this relationship is not balanced and this is a result by
the lag of economic growth of the analysed group of countries. However, there is still a lack
of studies that examine the link between the competitiveness of tourism and the economic
effects of tourism and economic development of the country.

Research Methodology and Hypothesis

The aim of the paper is to examine the interdependence between competitiveness of
tourism, on the one hand, and the economic effects of tourism and development of Southern
European countries, on the other hand. In accordance with the defined aim of the research, the
paper starts from the two hypotheses:

1) There is a high positive correlation between tourism competitiveness and economic

effects of tourism in Southern European countries;

2) There is a high positive correlation between tourism competitiveness and

development of Southern European countries.

The information base of the research are data of the World Travel & Tourism Council,
World Economic Forum (WEF) and World Bank. The competitiveness of tourism in selected
countries was measured by the Travel & Tourism Competitiveness Index (TTCI). The
economic effects of tourism are measured by the following indicators: Total contribution of
tourism to GDP (%) and Total contribution of tourism to employment (%).The development
of countries is measured by the GDP per capita and Global Competitiveness Index (GCI).

The methods applied in processing analysed data and finding results are the method of
comparative analysis, descriptive statistics and correlation analysis. The research is conducted
on a sample of a total of 14 Southern European countries (according to the classification of
the World Tourism Organization).
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Research Results and Discussion

Research results are grouped into three sections:

a) Cross-country comparison of tourism competitiveness, economic effects of tourism
and development, and

b) Examination of correlation between tourism competitiveness and economic effects
of tourism and development of the countries.

a) Cross-country comparison of tourism competitiveness, economic effects of tourism
and development

The values of the analysed indicators for measuring the economic effects of
tourism (Total contribution to GDP (%), Total contribution to Employment (%)), tourism
competitiveness (TTCI) and development of the Southern European countries (GDP per
capita and GCI) are given in Table 1.

Table 1: Competitiveness and economic effects of tourism, GDP and GCI in Southern
Europe countries (2019)

Total thal . GDP per
Country TTCI conFribution of gggﬂﬁlsﬁog capi{)a GCI (Value)
(Value) | tourism to GDP (US$)
(%) employment
(%)
Albania 3.6 20.5 21.3 5,207.3 57.6
Ife‘;iglgaoi?sa 33 9.8 10.5 6,313.1 54.7
Croatia 45 243 22.2 16,519.0 61.9
Cyprus 4.2 13.4 13.4 32,517.2 66.4
North Macedonia 34 6.6 6.8 5,625.7 573
Greece 4.5 20.3 21.1 23,503.6 62.6
Italy 5.1 13.1 15.0 35,999.0 71.5
Malta 4.4 15.9 21.3 29,149.6 68.5
Montenegro 39 30.9 319 8,591.4 60.8
Portugal 49 17.1 20.7 24,679.0 70.4
Serbia 3.6 5.9 6.3 7,229.9 60.9
Slovenia 43 10.6 11.0 27421.0 70.2
Spain 54 14.1 144 33,3523 75.3
Turkey 42 11.0 9.3 15,1259 62.1

Source: WTTC, 2021; WEF, 2019, WEE, (2019a); World Bank,2021

If tourism competitiveness is analysed, the leaders of the Southern European
countries is traditional Mediterranean tourist destinations, Spain, with a score of the
TTCI of 5.4. The worst results was recorded in Bosnia and Hercegovina (index score
of 3.3). When it comes to the total contribution of tourism to GDP, Montenegro (with
a share of 30.09%) recorded the best results among the analysed countries. The lowest
total contribution of tourism to GDP was recorded in Serbia (5.9 %). Regarding the total
contribution of tourism to employment u Southern European countries, the situation
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is similar to the previously analysed indicator. Countries with the largest percentage
share of the total contribution of tourism to employment is Montenegro (31.9%). The
smallest total contribution of tourism to employment among the Southern European
countries was recorded in Serbia (6.3%). According to development indicators, leader
by GDP per capita (33,352.3 US$), as well as by GCI (value of 75.3) is Spain. The
worst result according to GDP per capita was recorded in Albania (5,207.3 USS).
Bosnia and Hercegovina recorded the lowest value of GCI (54.7). The descriptive
statistics of the analysed indicators are shown in Table 2.

Table 2: Descriptive Statistics

.. . Std. Variation
Minimum_ | Maximum Mean Deviation Coefficient
TTCI (value) 33 54 42 0.6331 14.9
Total contribution of tourism
10 GDP (%) 59 30.9 15.2 6.9323 45.5
Total contribution of tourism 63 319 16.1 79569 451
to employment (%)
GDP per capita (US$) 5,207.3 35,999.0 19,373.8 11436.4 59.0
GCI (value) 54.7 753 64.3 6.1 9.5

Source: Authors’ calculation (SPSS Statistics 23)

Based on the data in Table 2, it can be concluded that the analysed countries
record the greatest variability of analyzed indicators (measured by the coefficient of
variation) when it comes to GDP per capita. Southern European countries represent
a very heterogeneous group of countries, both when it comes to the economic
development level and when it comes to the level of tourism development achieved.

b) Examination of correlation between tourism competitiveness and economic effects
of tourism and development of the countries

In order to examine the interdependence between the tourism competitiveness and
economic effects of tourism and development of countries, Table 3 shows the values of
the Pearson’s correlation coefficient between the relevant indicators. Correlation analysis
is done on a sample of all 14 analysed countries.

Table 3: Correlation Matrix

Total Total
TTCI GDP employment GDP_pe Gt
0.201 0.244 0.854 0.900
TTCI ! (0.491) (0.401) (0.000) (0.000)
0.966 -0.023 -0.021
Total GDP 1 (0.000) (0.938) 0.943
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0.060 0.071
Total employment 1 (0.838) (0.808)
0.905
GDP pc 1 (0.000)
GCI 1

Source: Authors’ calculation (SPSS Statistics 23)

Based on the values of the coefficients shown in Table 3, it can be concluded that,
tested on a sample of analysed Southern European countries, there is high positive statistically
significant correlation between TTCI and GDP per capita (r=0.854, p=0.000) , as well as
between TTCI and GCI (r=0.900, p=0.000). Weak positive non-statistically significant
correlation is observed between TTCI and Total contribution of tourism to GDP (r=0.201,
p=0.491), as well as between TTCI and Total contribution of tourism to employment
(r=0.244, p=0.401). This can be seen by reviewing the linear regression curves between the
mentioned variables shown in Figure 1.

Figure 1: Linear regression models
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Based on the presented results, it can be concluded that the first initial hypothesis
of the research is rejected. Namely, there is no high positive correlation between tourism
competitiveness and economic effects of tourism in Southern European countries. The
obtained values of the correlation coefficients indicate a weak positive correlation that is
not statistically significant. On the other hand, the second initial hypothesis of the research
is confirmed, i.e. there is a high positive correlation between tourism competitiveness and
development of Southern European countries.

Conclusion

Given the many benefits that tourism brings to receptive countries, considering and
studying its contribution to key macroeconomic aggregates of countries, as well as to overall
development is imperative for both scientific and professional public. Countries in the world
increasingly understand the role and importance of tourism and are trying to valorise own
tourism potential. In modern conditions, the economic effects of tourism are not the only
goal that is set when it comes to tourism development. The need to develop tourism in a
sustainable and competitive way is increasingly emphasized (Velickovi¢ &Jovanovi¢, 2021).
Considering that, competitiveness in tourism is a phenomenon that is gaining in importance.
All the countries of the world are trying to improve the tourism competitiveness to the
greatest possible extent. Improving the tourism competitiveness means recognizing tourism
potentials and comparative advantages and turning them into competitive advantages. The
paper attempts to understand the relationship between the tourism competitiveness and
its economic effects, as well as the relationship between the tourism competitiveness and
development on the example of Southern European countries.

The results of the research indicate, the significant heterogeneity of the Southern
European countries, having in mind the analysed indicators. Spain is the country that is
the leader among the observed countries when it comes to the competitiveness of tourism,
measured by the TTCI, and when it comes to development, i.e. indicators of GDP per capita
and GCIL. When it comes to the economic effects of tourism, expressed through the total
contribution of tourism to employment and the total contribution of tourism to GDP, the
largest share of tourism in the analysed macroeconomic indicators is recorded by Montenegro.
The interdependence between tourism competitiveness and the economic effects, as well as
between tourism competitiveness and development of the analysed countries is tested by
correlation analysis. The results of the correlation analysis confirm the fact that there is no
high positive correlation between the indicators of measuring economic effects and the TTCI
value on the sample of the analysed group of countries. This is in line with the modern concept
of understanding the competitiveness of tourism, in which the economic dimension is only
one of many equally important dimensions of competitiveness. In other words, the fact that
tourism is very important from the economic point of view for a particular country does not
necessarily mean that the tourism competitiveness in that country is at a high level. On the
other hand, the results of the research confirmed the existence of a high positive correlation
between the tourism competitiveness and economic development, as in the overall national
competitiveness of the analysed group of countries.

The key limitation of the research is the heterogeneity of the selected group of countries,
since the group of Southern European countries includes countries that differ from each other
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both in terms of the achieved level of tourism development and the achieved level of overall
economic development. Regarding this , future research can be focused on further dividing
the analysed group of countries into developing and developed countries, concluding on the
relationship between tourism competitiveness and analysed indicators separately for these
subgroups and comparative analysis of results and conclusions
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