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Abstract

Tourism is considered an opportunity for ensuring sustainable growth and reducing
economic gaps for many less developed countries and regions. Being one of the most
dynamics industries, tourism proves to be strongly resilient, with a high level of
involvement and multiplication for receiver economies. The multiplication potential is,
however, dependent upon a series of factors (endogenous and exogenous), insufficiently
analysed in the literature, and the impact on growth and convergence is controversial. This
paper aims to bring additional insights from this perspective, the main purpose of the
research being to identify the macroeconomic determinants responsible for the higher
values of the tourism multiplier effect and to highlight the potential of this industry to
reduce the disparities between the economies of the European Union EU. Using the
Stepwise regression and a series of indicators that associate the economic, social and spatial
dimensions of European tourism, the main determinants of multiplier effects (on GDP and
job creation) are identified and, then, the processes of multiplication from the perspective
of centre-periphery dynamics are analysed. The research results indicated that tourism
development in the Union reflects a centre-periphery model and has a high potential for
contributing to reducing intra-EU disparities.

Keywords: tourism, European Union, tourism multiplier effect, stepwise regression,
tourism competiveness, centre-periphery pattern.

JEL Classification: R11, Z32.
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Introduction

Tourism is one of the fastest growing industries of the XX™ and XXI* century and is
becoming a central point in world economy. According to World Tourism Organisation
(UNWTO), during 2017 were accounted 1,32 billion arrivals worldwide (UNWTO, 2018)
with an average growth rate of 4.6%, higher than other key sectors of the global economy,
such as manufacturing (4.2%), information and communication technologies (3.6%),
financial services (2.5% ) or constructions (2.4%). In fact, for seven years in a row, tourism
growth (4%) exceeded the world economy growth (2.5%), and in the long run tourism
arrivals are expected to grow by 3.3% per year until 2030.

The impact on the economy is considerable. Tourism has a direct contribution on World
GDP of 3,1% (WTTC, 2018), however the total contribution on World GDP reached
10,2%, for a total of US$ 7,6 trillion, sustaining around 118 million jobs directly (3,8%)
and approximatively 313 million jobs indirectly (1 in 10 worldwide). The difference is due
to what is known in scientific literature as the tourism multiplier effect and it refers to the
positive effects or additional income resulted from tourism or “how many times money
spent by a tourist circulates through a country's economy” (Rusu, 2011). The multiplier
effect of tourism activities is well known, although there is no broad agreement on
evaluation methods. Instead far too little research was conducted on the macroeconomic
and tourism competitiveness factors that can increase the multiplier effect. The aim of this
study was to evaluate and validate the factors responsible for higher values of tourism
multiplier effect and to search for the existence of a core-periphery pattern in tourism
multiplier effect distribution.

We took into consideration that regional development and tourism are closely
interconnected in European policies, considering: a. the dynamics of the tourism industry
globally and regionally; b. the importance of tourism for the European economy and the
potential contribution of this industry in achieving the strategic goals of the Union (for
example, related to economic growth and the creation of jobs); c. the interdependencies
between the tourism industry and sustainable development of the European Union as an
institutionalised development model through the Treaty of Lisbon, with a potentially high
contribution to reducing gaps in economic, social and territorial development (Mazilu,
2012; Pascariu si Duarte, 2017).

According to World Trade & Tourism Organisation, in the European Union, the direct
contribution of tourism to GDP is generally over 3% (3.6% in 2016) but reaches to
approximately 10% (10.2% in 2016), when also including the indirect and induced effects.
For the next 10 years, it is anticipated that the total contribution of tourism to the EU GDP
will be 11.2%, with an average annual growth of 2.2%, higher than other sectors to be
found at the centre of public policies, such as the banking and financial sector,
manufacturing or transport. Similar to its contribution to economic growth, the tourism
industry contributes to the job creation within the European Union with over 10% (11.6%
in 2016, with an estimated average annual growth until 2027 of 13.1%), exceeding the
financial services, banking, automotive manufacturing, chemicals manufacturing, and
mining sectors. Tourism is also a leading job generator, with 1/5 of the total number of
jobs. It generates 5-6 % of the total exports and approximately 5% of total investments
(WTTC, 2018). An additional attractiveness of tourism is given by the high resilience
capacity of the tourism industry. In general, tourism has high sensitivity to the outbreak of a
crisis (economic, political, and military) but it recovers quickly and usually at higher
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growth rates than before the crisis. Therefore, tourism introduces an element of stability to
the economic growth of a region, being often viewed as a priority in development policies
and an extremely attractive sector for business (Benedek and Lembcke, 2017).

This research seeks to deepen our knowledge of how tourism generates a multiplication
effect in the European economy and how and whether it can be capitalized in European
policies, on the one hand, to stimulate economic growth and, on the other hand, to reduce
development gaps. This paper has been divided into four parts. The first part deals with the
review of scientific literature on the subject of tourism multipliers effects, the second part
describes the design, research procedures and methods used in the study, as well as the list
of indicators, the third part develops the results of the research, and the last part presents the
conclusions of the study.

1. Review of the scientific literature

A large and growing body of literature has investigated tourism multiplier effect from a
theoretical or empirical point of view during the last decades (Ntibanyurwa, 2006; van
Leeuwen, Nijkamp and Rietveld, 2009; Pascariu and Tiganasu, 2014). The multiplier effect
was mostly used for the determination of economic impact of visitor spending, by
multiplying it with the number of tourists and the average spending per visitor (Stynes,
1999). Furthermore, the tourism multiplier effect is seen today as a natural constituent of
the tourism activities, some authors including the tourism multiplier effect in tourism
definition. According to Goeldner and Ritchie (2003, p.6) tourism could be defined as "the
sum of the phenomena and relationships arising from the interaction of tourists, business
suppliers, host governments and host communities in the process of attracting and hosting
these tourists and other visitors".

Several attempts have been made to delimitate the tourism multiplier effect from other
economic sectors multiplier effects. Globally, the largest study was done by the World
Travel & Tourism Council in 2012, when a multiplier effect of 3,2 was found for tourism,
higher than for sectors such as communications, financial services, or education (WTTC,
2012). Other specific situations for developing economies are being discussed by case
studies conducted across different countries. In a study focused on Ecuadorian economy
Croes and Rivera (2017) found that despite a weaker multiplier effect than the agriculture,
the tourism could benefit the poor in a more sustainable way. Similar results were found by
a study applied to the economy of Panama which found a multiplier twice as big for
tourism compared with textile industry (Klytchnikova and Dorosh, 2013). By having strong
and sustainable relations with food sector, agriculture, and low industries, hence creating
healthy regional synergies, the tourism proves to help the poorer regions (Hjerpe, 2018;
Ferrari, Mondéjar Jiménez and Secondi, 2018). Evidence from China suggested tourism is a
factor contributing significantly to the reduction of the core-periphery differences (Li et al.,
2016), although national tourism have a greater impact than the international tourism upon
the convergence speed. While tourism is an important sector which promotes economic
growth and could help the less developed regions, it should be mentioned that its multiplier
effect is largely dependent upon the local and regional tourism policies (Huse, Gustavsen
and Almedal, 1998).

A smaller, however consistent par of literature, focused on the tourism multiplier effect upon
job creation (Stynes, 1999; Ke, et al., 2011), although the existing research fails to agree on
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the factors influencing job multiplier effect. Overall, the values for tourism multiplier effect
on job creation are highly contested and it is even suggested that the data on job creation on
tourism sector are inaccurate (Leiper, 1999) because of its ambiguous nature.

The relation between tourism multiplier effect and regional features has been widely
investigated. There is a widely accepted relationship between the value of multiplier effect
and the level of economic development (Zhang, Madsen and Jensen-Butler, 2007; Yang,
Fik and Altschuler, 2018), the more developed regions being able to display higher values
of multiplier effects. Additional studies proved that the multiplier effect can be positively
influenced by the level of national or regional economic diversification (Muchapondwa and
Stage, 2013), due to the chances of involving more sectors of economy, the level of
infrastructure (Freeman and Sultan, 1997; Huse, Gustavsen and Almedal, 1998), the
number of inhabitants (van Leeuwen, Nijkamp and Rietveld, 2009) or the typology of
tourist attractions (for example van Leeuwen, Nijkamp and Rietveld, (2009) found that the
coastal destinations where the sun is the main resource tend to have a larger multiplier
effect, while the destinations based on cultural resources recorded the lowest values of
multiplier effect). Hansen and Jensen (1996) suggested that a richer region dominated by
3+ stars hotels tends to express a higher multiplier effect than a poorer region dominated by
2 stars’ hotels or camping, while Ntibanyurwa (2006) offered evidence for a higher
multiplier effect on the regions with small businesses.

Taking into consideration the above-mentioned aspects, our study tries to answer two major
questions: 1. What are the macroeconomic indicators which can explain the value of
tourism multiplier effect for both GDP and Job Multiplier in EU? 2. Does the tourism
multiplier effect follows a core-periphery pattern in EU; and if it does so, can the tourism
be used as a factor for reducing regional disparities, as European policies stipulate? The
novelty of the study is given by the creation of an explanatory model for tourism multiplier
effect for both GDP and Jobs creation. No research has been found that surveyed the
tourism multiplier effect on national economies using a similar approach. Furthermore, our
study proposes interpretations of results from the perspective of core-periphery differences
in the spatial distribution of European tourism and of the potential contribution that tourism
can have to reducing disparities in the European economy.

2. Research methodology

Our study focused on the European Union countries and used the most recent data available
in terms of tourism and economic performance and competitiveness indicators. The main
challenge of the study was the difficulty to obtain values for tourism multiplier effect at
national level from the national institutes of statistics, since very few countries focus on this
particular indicator and no harmonised methodology for its calculation exists at European
level.

Thus, an alternative method was used in this research, by using The Travel & Tourism
Competitiveness Index (TCI). TCI is an index calculated by World Economic Forum
(WEF, 2017), computed from 14 complementary pillars (TCI 01 — TCI 14), which is
measuring the attractiveness of each country to develop tourism business activities within
its territory. Although it can be subject for reinterpretations (Croes and Kubickova, 2013;
Pulido-Fernandez and Rodriguez-Diaz, 2016), TCI has been successfully used in several
studies focused on tourism behaviour at international level (Cirstea, 2014; Seetaram,
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Forsyth and Dwyer, 2016; Rehman Khan, et al., 2017), being an integrated and
comprehensive tool for tourism analysis and observation. For the purpose of analysis, we
decided to use for the study the 14 pillars which are forming the TCI for a more detailed
vision on tourism attractiveness. Additional indicators were introduced, trying to match
previous researches on tourism multiplier effect, e.g. Gini coefficient (Lee and Kang, 1998,
Alam and Paramati, 2016). The list of indexes and indicators which were used for the study
are described in (Annex no. 1). For each indicator, its source, year and acronym used in the
study are presented.

While several methods of calculating the tourism multiplier effects exist (Vanhove, 2011),
since our research was not centred on the multiplier effect calculation, but rather its
explanation, we used the multiplier effect as the rapport between the total and direct
contribution of tourism to GDP respectively job creation according to World Travel &
Tourism Council (WTTC) reports. As regards the investigation method, the literature
suggests two different approaches: the first one, preferred by a significant part of the
literature, is the panel data / time series approach, which offers the advantage of observing
a time lag between the independent variables and the emergence of the multiplier effect of
tourism (Garin-Mun, 2006; Falk, 2010; Seetanah, 2011; Wu and Wu, 2017; Liu and Song,
2018). Instead, this type of analysis is dependent on the availability of data over a
significant period of time in order to allow the identification of time lag.

Equally used is the cross-section analysis (Parrilla, Font and Nadal, 2007; Brida, et al.,
2012; Webster and Ivanov, 2014; Santana-Gallego, Ledesma-Rodriguez and Pérez-
Rodriguez, 2016), which, although it does not allow time gap observations, is more
accurate when is studied the spatial component of the multiplier effect, as well as the spatial
interaction between the units. The use of both methods is less common, but occurs when
econometric data are combined with sociological or other type of data (Nelson, Dickey and
Smith, 2011; Dogru and Bulut, 2018).

For this study we used a cross-section analysis, a decision based on the availability of data on
tourism's contribution to GDP, respectively job creation. Our decision was also motivated by
the the attention paid to the spatial dimension of the distribution of the multiplier effect. We
chose not to use a time-series approach given that multiplier effect for a given country may
change over time (Stynes, 1999), thus creating difficulties in isolating the correct indicators.
We excluded indicators like tourism origins because it has been previously proved out that the
origin of tourist was not related to the consumption pattern (Archer and Fletcher, 1996).
Furthermore, it was found that the number of tourists does not influence significantly the
tourism multiplier effect (van Leeuwen, Nijkamp and Rietveld, 2009).

Thus, we used Stepwise Regression Analysis for the identification of macroeconomic
indicators which can explain the value of tourism multiplier effect. The advantage of this
method is that provides an objective screening procedure for independent variables in
developing a prediction model. A preliminary test for multicollinearity between the
independent variables highlighted a high correlation between the TCI 01BE, TCI 04HRL
and TCI O5ICTR indicators. Thus, in order to avoid biases during the Stepwise regression,
it was decided to create a composite index, as an average of the three correlated indicators,
which was called TCl 145 BR. For the observation of core-periphery pattern it was
decided that the best method to adopt for the investigation of a core-periphery pattern was a
hierarchical cluster analysis or HCA, an algorithmic approach to find discrete groups with
varying degrees of similarity. The advantage of this approach is the ability to investigate
the countries at different level of similarity. Data analysis was performed using IBM SPSS
Statistics 21, while the cartographic part was realised with ESRI ArcMap 10 software.
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3. Results and discussion

The values for the total and direct contribution of tourism to GDP respectively job creation
according to WTTC reports are represented in figure no. 1 and figure no. 2. The direct
contribution of tourism “reflects the economic activity generated by industries such as
hotels, travel agents, airlines and other passenger transportation services [...], the activities
of the restaurant and leisure industries directly supported by tourists” (WTTC, 2018). The
total contribution of tourism also includes the indirect and induced effects from investment,
the supply chain and other induced income impacts, in addition to the direct contributions
(WTTC, 2018). In impact studies, it is necessary to take into account all effects (direct,
indirect, induced), especially when inter-sectoral comparisons are required in order to adopt
the most appropriate development strategies and policies.
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Figure no. 1: Direct contribution of tourism to GDP (left) and job creation in 2016
(right)
Source: Authors” representation based on data from WTTC

The direct contribution of tourism in both GDP and job creation is higher in countries with
a tourism tradition, main destinations of the European tourism system, like Portugal,
Croatia, Greece, or Italy, moderate in Central Europe in the main European economies, and
presents the smallest values in the Eastern periphery. It should be no surprise given that the
Eastern Europe have only a few decades of open international tourism and tourism does not
benefit from integrated development policies.
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Figura nr. 2: Total contribution of tourism to GDP (left) and job creation in 2016
(right)
Source: Authors” representation based on data from WTTC
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An interesting observation emerges from the second set of maps showing the total
contribution of tourism on both GDP and job creation. It can be observed that several
Eastern European countries are improving their places compared with the direct
contribution of tourism. These maps suggest a wider multiplier effect in the Eastern
European countries, a situation to which the authors have decided to pay extra attention.

In order to investigate this phenomenon, a third set of maps was created: the values of
tourism multiplier effect for GDP and jobs creation (figure no. 3). While the tourism
multiplier effect tends to present higher values in spatial peripheries from East and North,
an inversed spatial core-periphery pattern appears regarding the values of the multiplier,
reflecting the potential of tourism to reduce disparities.

Legend Legend
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Figura nr. 3: Tourism multiplier effect for GDP (left) and jobs creation (right) in 2016
Source: Authors” representation based on data from WTTC

The tourism multiplier effect used in our research was created by the authors on the basis of
the WTTC reports, by reporting the total contribution of tourism to GDP, respectively job
creation, to the direct tourism contribution to GDP, respectively job creation. Our
hypothesis is that the tourism multiplier effect is helping creating a tourism core-periphery
pattern in European Union based on geographical features rather than being the effect of a
core-periphery distribution of macroeconomic or tourism competitiveness indicators.

3.1. Stepwise regression for GDP Tourism Multiplier

In the first analysis, the GDP tourism multiplier was used as dependent variable. In order to
compute a GDP tourism multiplier model, we initially used the following indexes and
indicators: AvVRA, TCI_02SS, TCI_03HH, TCI_06PTT, TCI_0710O, TCI_08PC, TCI_09ES,
TCI_10ATI, TCI_11GPI, TCI_14CRB, TCI_145 BR, GDP_N / C, and Gini coefficient
(variables explained in the Annex no.1 and Annex no.2).

As seen in table no. 1, the final model explained 63% of the variance in GDP tourism
multiplier. The best predictors were the TCl_145 BR (Business environment)' followed by
TCI_0710 (International Openness), TCI_11GPI (Ground and port infrastructure) and
Gini coefficient.

T The full explanation of the composite indicators, as well as the indicators that form them, can be found at the
link: http://www3.weforum.org/docs/WEF_TTCR_2017_web_0401.pdf .

988 Amfiteatru Economic



Contemporary Approaches and Challenges of Tourism Sustainability 02\5

Table no. 1: Summary of Stepwise Regression Analysis
for Variables Predicting GDP Tourism Multiplier

Model 1 Model 2 Model 3 Model 4
SE SE SE SE
Variable B B B B B B B B
(B) (B) (B) (8)

Business environment 4> 18 42* 67 .16 67" .87 .16 .87" .89 .14 .89"

International Openness -1.73 .50 -57" -1.32 46 -44™ -1.39 .41 -46™

Ground and port
-34 12 -46" -47 .12 -657

infrastructure

Gini coefficient -05 .02 -36"
R? 147 40" 53" 63"

F for change in R 5.55" 9.94" 11.05" 12.15"

*p < .05. **p < 0L

It is apparent from this table that only the regression coefficient for Business environment
(TC1_145 BR) is positive, while the regression coefficients for International Openness
(TCI1_0710), Ground and port infrastructure (TCI_11GPI) and Gini coefficient are all
negative. The presence of TCI_145 BR in the model is not surprising, since a healthy
Business Environment is a sign of facilitated relationships between tourism and other
economic sectors. The negative coefficient for Gini can be easily explained by the fact that
lower values of Gini coefficient are a sign of more equally wealth distribution, thus
enhancing the chances of a high multiplier effect. Previous researches indicated that
tourism is more likely to positively affect the multiplier effect by improving earnings and
living standards for the lower income class (Lee and Kang, 1998) and Gini coefficient was
successfully used for the creation of tourism dispersal metrics (Lau, Koo and Dwyer, 2017).
As noted by Alam and Paramati (2016), in developing countries, with high values of Gini
coefficient, the multiplier effect will tend to positively affect rather the richer and thus
increase the differences between social classes. Given the fact that in the European Union
the Gini coefficient present values bellow the global average, thus a sign of a more equally
wealth distribution, is no surprise that this variable was included in the model.

The most striking result to emerge from the data is the negative regression coefficient for
TCI_0710 (International Openness). Very little was found in the literature on the question
of international openness effects towards tourism multiplier effects, however, the regression
model does not implies only causality. It should be noted that our analysis does not
interpret the effect of International Openness on the increase of tourism demand, effect
previously proven as being positive (Chaisumpunsakul and Pholphirul, 2017), it only
explains the variance of GDP tourism multiplier. According to our model, the increase in
the value of a country’s international openness will result in a decrease of the tourism
multiplier effect for that country. A second possible explanation is given by the fact that a
very open economy will tend to use in a higher degree the imported merchandise to create a
more developed tourism chain rather than using its own, and sometimes more expensive
products, thus reducing the multiplier effects, while a national centred economy will tend to
avoid the leakage effect by providing the needed resources from national sources. However,
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the role of foreign capital proved to be very important (incaltarau and Maha, 2012),
supporting the investments in all sectors, including tourism. Another negative regression
coefficient was recorded for TCI_11GPI (Ground and port infrastructure) built around
indicators like quality and efficiency of roads, railway and port infrastructure), showing a
similar relation like in the case of the international openness. While this may be surprising
at first glance, it can be explained by the increase of stationary tourist vacations due to a
poorer ground infrastructure. The findings are consistent with those of Leeuwen, Nijkamp
and Rietveld (2009) who found that stationary tourist stays have higher multiplier effect
and Rehman Khan et al. (2017) who stated that travel and transport services will positively
affect outbound tourism rather than inbound tourism in a given country.

3.2. Stepwise regression for Job Tourism Multiplier

In the second analysis, the Job tourism multiplier was used as dependent variable. In order
to compute a Job tourism multiplier model, we initially used the following indexes and
indicators: AVRA, TCI_02SS, TCI_03HH, TCI_06PTT, TCI_0710, TCI_08PC, TCI_09ES,
TCI_10ATI, TCI_11GPI, TCI_14CRB, TCI_145 BR, GDP_N / C, and Gini coefficient
(variables explained in the Annex no.1 and Annex no.2).

As seen in table no. 2, the final model explained 44% of the variance in Job tourism
multiplier. The best predictors were the TCI_0710 (International Openness) followed by
GDP Nominal per Capita (GDP_N/C). Data from this table can be compared with the data
from Table no. 1 which shows a more complex model. In our second analysis, the fewer
variables, as well as a smaller percentage are a sign of a weaker model.

Table no. 2: Summary of Stepwise Regression Analysis
for Variables Predicting Job Tourism Multiplier

Model 1 Model 2
. SE SE
Variable B B B
® (®)
International Openness -1.40 47 -51" -229 49 -84™
GDP (nominal) - Per capita .00 .00 .57
R? 23" 44"
F for change in R? 8.65 10.98™

*p< .05. **p< 0L

While the model explains the multiplier effect in a much smaller percentage, it is worth
mentioning that the presence of international openness as predictor for both job and GDP
multiplier is an indication of the model being partially influenced by the geographical
distribution and possibly being highly influenced by the leakage effects. The second
predictor, GDP Nominal per capita (GDP_N/C), is supporting the findings of Hansen and
Jensen (1996) who found higher multiplier effect in more developed regions with a superior
hotel structure.

The models for predicting or calculating the tourism multiplier effects on job creation were
a subject of discussion during the last decades, the jobs reported as being directly or
indirectly created by tourism activities being usually overestimated by the local authorities.
Leiper (1999) estimated that out of 694.000 jobs reported by the Australian authorities as
directly created by tourism, only approximatively 200.000 of them were really in tourism.
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Therefore the indirectly created jobs could be wrongly estimated as well and cannot be used
in an analysis of impact. A secondary issue in predicting the tourism multiplier effect for
job creation is the lack of differentiation in international databases between seasonal and
permanent jobs, although previous studies proved that seasonal jobs induce a smaller
multiplier effect (Hjerpe and Kim, 2007; Hjerpe, 2018).

3.3. Hierarchical cluster analysis for core-periphery pattern identification

The values of GDP and job multiplier effect did not indicate a clear core-periphery patter,
however a certain tendency for higher values to group in the Eastern and Northern parts of
European Union was observed. Our hypothesis is that the multiplier effect is helping
creating a tourism core-periphery pattern in European Union alongside tourism
competitiveness and macroeconomics indicators. For our first cluster analysis we used GDP
multiplier, job multiplier and TCI.
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Figure no. 4: Deondograms for Hierarchical cluster analysis
4a GDP tourism multiplier and TCI (left)
4b Job tourism multiplier and TCI (right)

Regarding GDP multiplier, it is apparent from figure no. 4a that the European Union
countries are forming three distinct clusters. The first one, the peripheral cluster has two
distinct sub-clusters, one with Bulgaria, Slovenia, Romania and surprisingly Estonia, and a
northern sub-cluster with Denmark, Sweden and Finland. The second cluster can be defined
as a semi-peripheral one, assembling all the countries from 2004 wave, besides Estonia and
Slovenia and the southern countries with recent economic issues, Italy Greece and Portugal.
Finally, the third cluster, the core cluster is formed by the strong economies from Central
and Western Europe.The histogram for job multiplier in figure no. 4b indicates a different
pattern of clustering. The three clusters Europe is now a rather two clusters Europe, which
is almost clearly defining the pre-2004 and post-2004 European Union.

The dendograms indicate a rather spatial core-periphery pattern in GDP and Job tourism
multiplier diffusion across European Union, with GDP multiplier presenting a more
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complex structure, in three steps, delineating core, peripheral and semi-peripheral countries,
while Job multiplier is describing a rather dual core-periphery pattern. Based on the values
of tourism multiplier effect previously obtained and on the explanatory model it is evident
that the multiplier effects are reducing the differences between central and peripheral
economies in EU. Specifically, for Eastern and Southern countries, where spatial and
economic peripheries are correlated, tourism can be used in development policies to reduce
the centre-periphery structural differentiations.

Conclusions

The present study was designed to identify the macroeconomic indicators responsible for
higher values of tourism multiplier effect and to put into perspective the potential of
tourism in reducing disparities between developed and less developed economies in EU.
These findings suggest that the GDP tourism multiplier effect is predicted by Business
environment, International Openness, Ground and port infrastructure and Gini coefficient,
while Job tourism multiplication effect is predicted by International Openness and GDP
(nominal) - Per capita. In the end it has been possible to obtain an explanatory model for
both type of multiplier effects with a relevant normative explanatory power.

The evidence from this study supports the idea that tourism multiplier effect is very
sensitive to international openness, revenue externalization and wealth distribution across
the population. An implication of these results is that all this factors should be taken into
account by authorities when developing new tourism strategies. A reasonable approach to
tackle this issue could be to develop integrated tourism strategies which will contain not
only measures for attractiveness enhancement, but also for value chain support. Reducing
socio-economic disparities and providing competitive salaries in tourism sector should be
main priorities too, for stakeholders, in order to increase the tourism multiplier effect.

The second major finding was that tourism multiplier effect follows a core-periphery
pattern. Hierarchical cluster analysis revealed three clusters for GDP multiplier,
respectively two clusters for Job multiplier, each cluster complying with the general spatio-
economic core-periphery pattern of European Union. By presenting higher values in
peripheral territories, tourism proves to be an important convergence factor contributing to
the sustainable development of the European Union, reducing gaps in economic, social and
territorial development. Contrariwise, the high values of multipliers in the Nordic countries,
as well as the presence of developed countries in the same clusters as relatively peripheral
economies, point to the risk of disparities deepening as a result of tourism development.

These findings have important implications for policy making in EU, supporting the
principle of integrating tourism into growth and convergence policies. The results can be
used to develop targeted interventions aimed at enhancing multiplier capacity in peripheral
regions in order to reduce regional disparities and increase tourism competitiveness.
Additionally, increasing the efficiency of the internal market can also boost tourism's
contribution to reducing disparities by putting forward key drivers in amplifying multiplier
effects. However, more research on this topic needs to be undertaken before the association
between tourism multiplier effects and core-periphery model is clearly understood.
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Annex no. 1: Indicators used in the study and data sources

Indicator Year Source Acronym
Travel & Tourism's Direct Contribution 2016 | World Travel & Tourism TDC_GDP%
To GDP (%) Council (WTTC)
Travel & Tourism's Total Contribution To | 2016 | WTTC TTC_GDP%
GDP (%)
Travel & Tourism's Direct Contribution 2016 | WTTC TDC_E%
To Employment (%)
Travel & Tourism's Total Contribution To | 2016 | WTTC TTC_E%
Employment (%)
GDP Multiplier Effect 2016 2016 | Author’s formula based on GDP_M

WTTC
Jobs Multiplier Effect 2016 2016 | Author’s formula based on Jobs M
WTTC

Average Receipts Per Arrival - US $ 2016 | World Economic Forum AVRA
Travel & Tourism Competitiveness Index | 2017 | World Economic Forum TCI
01_Business Environment 2017 | World Economic Forum TCI_01BE
02_Safety And Security 2017 | World Economic Forum TCI_02SS
03_Health And Hygiene 2017 | World Economic Forum TCI_03HH
04_Human Resources And Labour Market | 2017 | World Economic Forum TCI_04HRL
05_Ict Readiness 2017 | World Economic Forum TCI_05ICTR
06_Prioritization Of Travel & Tourism 2017 | World Economic Forum TCI_06PTT
07_International Openness 2017 | World Economic Forum TCI 0710
08_Price Competitiveness 2017 | World Economic Forum TCI_08PC
09_Environmental Sustainability 2017 | World Economic Forum TCI_09ES
10_Air Transport Infrastructure 2017 | World Economic Forum TCI_10ATI
11_Ground And Port Infrastructure 2017 | World Economic Forum TCI_11GPI
12_Tourist Service Infrastructure 2017 | World Economic Forum TCI_12TSI
13_Natural Resources 2017 | World Economic Forum TCI_13NR
14_Cultural Resources And Business 2017 | World Economic Forum TCI_14CRB
Travel
145 _Business_readiness 2017 | World Economic Forum TCI_145 BR
GDP (Nominal) - Per Capita 2016 IMF GDP_N/C
Gini coefficient 2015 | Eurostat Data Explorer Gini
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Annex no. 2: Indicators: Descriptive Statistics

Indicator N Minimum Maximum Mean De\?iteiion
TDC_GDP% 28 1.30 14.10 4.13 2.91
TTC_GDP% 28 4.50 26.70 11.33 6.04
TDC_E% 28 1.90 15.50 5.04 3.19
TTC_E% 28 4.50 27.80 12.32 6.19
GDP_M 28 1.89 4.40 2.96 0.62
Jobs_ M 28 1.51 452 2.63 0.67
AVRA 28 346.70 394330 | 872.44 665.73
TCl 28 3.78 5.43 4.47 0.46
TCI_O1BE 28 3.90 5.90 4.80 0.58
TCI_02SS 28 5.10 6.70 5.90 0.37
TCI_03HH 28 5.70 6.90 6.34 0.31
TCI_04HRL 28 4.40 5.70 5.08 0.38
TCI_05ICTR 28 4.70 6.40 5.55 0.50
TCI_06PTT 28 3.80 6.20 4.84 0.60
TCI 0710 28 3.70 450 4.09 0.20
TCI_08PC 28 2.80 5.50 4.49 0.58
TCI_09ES 28 4.00 5.60 4.80 0.40
TCI_10ATI 28 1.70 5.20 3.62 0.96
TCI_11GPI 28 2.80 6.10 4.64 0.80
TCI12T8l 28 4.20 6.70 5.40 0.75
TCI_13NR 28 2.20 4.90 3.36 0.87
TCI_14CRB 28 1.40 6.80 3.12 1.75
TCI_145 BR 28 4.47 5.87 5.14 0.46
GDP_N/C 28 7369.00 | 101715.00 | 31100.18 20765.22
Gini 28 25.00 37.90 30.36 3.88

Vol. 20 « Special No. 12 « November 2018

997



