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Summary

The relationship between tourism, economic growth, and employment consists of

an important issue that has been recorded in several studies that demonstrate its

importance in order to adopt policies that will bring financial support to a coun-

try.

In this dissertation, we will examine the contribution of tourism to employment

through a number of factors. In particular, we will examine whether domestic or

foreign tourism expenditure enhances tourism’s contribution to employment as

well as whether leisure or business tourism spending has the greatest contribution

as well. Those research questions will be studied with regard to the 35 countries

with the greatest contribution of tourism to GDP, as well as the countries with the

fastest growth in terms of travel and tourism contribution to GDP. Actually, those

research questions will be examined according to various country characteristics,

such as whether they are island economies or not, their income level as well as

their level of development.

In order to carry out our empirical analysis, we use Panel Data and more

specifically two Fixed Effects (FE) models. According to the findings of the

present study, tourism is indeed a source of employment, especially in the case

of low-income countries. International tourism spending as well as spending on

leisure tourism seem to contribute most to employment. However, in the course

of the dissertation a couple of differences between the characteristics of the chosen

countries will be briefly analyzed.

Keywords: Tourism, Employment, GDP, Panel Data, Domestic Tourism Spend-

ing, Visitor Exports, Business Tourism Spending, Leisure Tourism Spending
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Περίληψη

Η σχέση μεταξύ τουρισμού, οικονομικής ανάπτυξης και απασχόλησης αποτελεί ένα

σημαντικό ζήτημα το οποίο έχει καταγραφεί σε αρκετές έως τώρα μελέτες οι οποίες

αποδεικνύουν τη σημαντικότητα της διερεύνησής του προκειμένου να ληφθούν πολι-

τικές που θα επιφέρουν την οικονομική ενίσχυση μίας χώρας.

Στην παρούσα διπλωματική εργασία θα εξετάσουμε τη συμβολή του τουρισμού

στην απασχόληση μέσω μίας σειράς παραγόντων. Συγκεκριμένα, θα καταγράψουμε

εάν η εγχώρια ή η ξένη τουριστική δαπάνη ενισχύουν τη συμβολή του τουρισμού

στην απασχόληση καθώς και εάν ο τουρισμός για ψυχαγωγία ή ο τουρισμός για

επαγγελματικούς σκοπούς παρουσιάζει τη μεγαλύτερη συνεισφορά. Τα ερευνητικά

αυτά ερωτήματα θα μελετηθούν όσον αφορά τις 35 χώρες με τη μεγαλύτερη συμβολή

του τουρισμού στο ΑΕΠ, καθώς και τις χώρες με την γρηγορότερη ανάπτυξη όσον

αφορά τη συμβολή του τουρισμού στο ΑΕΠ. Στην πραγματικότητα, τα ερευνητικά

αυτά ερωτήματα πρόκειται να εξεταστούν ως προς τα επιμέρους χαρακτηριστικά των

χωρών, διαχωρίζοντάς τες σε νησιωτικές και μη νησιωτικές οικονομίες, αναπτυγ-

μένες και αναπτυσσόμενες καθώς και οικονομίες υψηλού και χαμηλού εισοδήματος.

Προκειμένου να πραγματοποιηθεί η εμπειρική ανάλυση, θα χρησιμοποιήσουμε

Πάνελ Δεδομένα και συγκεκριμένα δύο μοντέλα σταθερών επιδράσεων. Σύμφωνα

λοιπόν με τα ευρήματα της παρούσας μελέτης, πράγματι ο τουρισμός αποτελεί μία

πηγή απασχόλησης, ειδικότερα όσον αφορά τις χώρες με χαμηλότερο εισόδημα. Η

διεθνής τουριστική δαπάνη καθώς και η δαπάνη για τουρισμό αναψυχής φαίνεται

να συμβάλλουν περισσότερο στην απασχόληση. Ωστόσο, είναι εμφανείς ορισμένες

διαφορές μεταξύ των χαρακτηριστικών των χωρών όπως θα αναλύσουμε και στην

πορεία της διπλωματικής εργασίας.

Λέξεις κλειδιά: Τουρισμός, Απασχόληση, ΑΕΠ, Πάνελ Δεδομένα, Εγχώρια Τουρισ-

τική Δαπάνη, Διεθνής Τουριστική Δαπάνη, Τουρισμός Αναψυχής, Επιχειρηματικός

Τουρισμός
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Chapter 1

Introduction

1.1 Economic Importance of Tourism Sector

In recent decades, tourism has developed rapidly and it is considered to be one

of the largest and fastest-growing economic sectors. It is easy to say that tourism

is the best partner for governments so as to create new jobs, drive exports and

generate prosperity across the world.

The aim of this study is to examine the impact of travel and tourism sector

on employment and economic growth. More specifically, we are about to examine

two research questions. At first, we are going to give evidence about which part of

tourism spending has actually the greatest contribution to employment (domestic

or foreign). Secondly, we will examine whether business or leisure type of tourism

spending has the greatest contribution to employment. What is more, in order to

have robust estimates, we will examine those research questions on various coun-

try characteristics, such as whether they are island economies or not, their income

level as well as their level of development.

According to the recent WTTC Economic Impact Report (2020), over the past

five years 1 out of 4 new jobs were generated by the sector as well as 1 out of 10

jobs (330 million) in 2019 were supported by travel and tourism sector as well.

What is more, tourism has experienced for the 9th year a growth of 3.5%, which

1



1.1 Economic Importance of Tourism Sector

exceeds global economic growth by 2.5%. In general, 2019 was a year of significant

development in the sector, enhancing its contribution to economic growth and job

creation. According to the same source, tourism sector contributes to world GDP

by 10.3% and holds 6.8% of total exports, 28.3% of global services exports as well

as 4.3% of total investment. It is also reasonable to mention that tourism consist

of the third sector after Information and Communication (4.8%) as well as Finan-

cial Services (3.7%) with the greatest GDP growth in 2019 (3.5%).

The starting point for the analysis of the economic impact of tourism is the

determination of how it fits into the economic circuit. Tourists create direct in-

come by spending money on services. As a result, companies that turn to buy

services and goods from other companies create indirect income and employment

in other areas of the economic activity. Available data show positive effects on

income as well as positive effects on both living conditions and poverty. There-

fore, tourism sector could definitely be considered as an alternative key factor of

economic growth (Dritsakis, 2004; Proença & Soukiazis, 2008; Sequeira & Nunes,

2008; Jucan & Jucan, 2013). Moreover, tourism development has great impact

on GDP in non-OECD countries (Lee & Chang, 2008). However, small countries

do not seem to benefit from the sector, at least not more than does the average

country. In addition, poor countries always seem to benefit from the tourism spe-

cialization (Sequeira & Nunes, 2008).

Tourism has direct, indirect, inductive and catalytic effects on local communi-

ties, which may vary from country to country, based on how well tourism activities

are linked to the local economy. High levels of economic ties are observed when

tourism businesses procure their goods and services (including labor) locally. On

the contrary, low levels of economic ties are observed where the tourism businesses

depend on imports (Lemma, 2015).

According to several studies (Steck, 2010; Lemma, 2015, Du et al., 2015) the

direct effects of tourism affect the wider economy through six key channels. First

of all, tourism activities create employment in various specialties such as tour

2



1.1 Economic Importance of Tourism Sector

operators or cooks. Besides, local or national enterprises can supply goods and

services, such as food or furniture. What is more, retailers in tourist destinations

can sell directly products and services such as souvenir or food. So, direct sales of

products and services could obviously be considered as another key factor. Then,

the establishment of tourism enterprises could definitelly be considered as a fourth

factor, since high (or rising) levels of tourism activity can lead to the creation of

new tourism business and generation of new job opportunities as well. What is

more, tourism businesses contribute to the national income through taxes, while

tourists can be taxed directly, generating revenue for national or local govern-

ments. Last but not least, as the tourism sector expands, its demands on local

infrastructure tend to increase, which in turn pushes investment in infrastructure,

either by private entities or by the public sector.

In summary, tourism development has been regarded as a positive means of

generating income, job opportunities, business turnover, government taxes, and

foreign exchange earnings. More specifically, tourism should be considered one of

the most important elements that cause economic recovery in a country (Jucan &

Jucan, 2013) and contributes significantly to the improvement of the living stan-

dards (Parilla et al., 2007; Proença & Soukiazis, 2008; Onetiu & Predonua, 2013).

Last but not least, it seems that according to empirical evidence the tourism-

economic growth relationship is unstable over time (Eeckels et al., 2012) and

extreme economic event dependent as well (Antonakakis et al., 2015).

Several studies have been published in order to address the tourism-employment

relationship. More specifically, tourism industry contributes to the creation of new

jobs and income, therefore it can be considered as an important factor of unem-

ployment reduction (Homafar et al., 2011; Onetiu & Predonua, 2013). Due to

tourism and hospitality, divesified employment opportunities such as accomoda-

tion, transportation services, food and beverage establishments, travel agencies,

natural and cultural attraction sites as well as tour operation companies are gener-

ated in different sectors (Aynalem et al., 2016). According to Chhetri et al. (2016),

3



1.1 Economic Importance of Tourism Sector

rural destinations show higher levels of employment concerning the operational

services. Moreover, commercial hospitality consist of a significant global employer

as well (Koens & Wood, 2017). In addition, tourism and hospitality employment

clustering drive to a more cohesive spatial structure that could support economic

development and offer better connectedness among tourism destinations (Chhetri

et al., 2016). Furthermore, indeed the expansion of the sector has contributed

towards boosting direct and indirect employment not only in the short-run but

also in the long-run (Fauzel, 2016).

In this dissertation, we will make a sufficient review of the literature so as to

make clear what has been recorded so far about the relationship between tourism,

economic growth and employment. Subsequently, we are going to refer to the

data we collected so as to carry out our empirical analysis, as well as the crite-

ria we followed in order to categorize the countries according to their individual

characteristics. Then, we will refer to the methodology we used so as to exam-

ine our research questions. More specifically, we are about to refer to the panel

data methodology and mention the empirical models that will be examined in the

course of the dissertation. We will then analyze the empirical results that came

from the evaluation of the two empirical models we set. Finally, we will come to

a series of conclusions as well as suggestions for further research on this issue.

4



Chapter 2

Literature Review

2.1 The impact of tourism on economic growth

Tourism has been shown up since the 1980s on the economic agenda due to the

wide number of studies focused on the relationship between tourism and job cre-

ation by analyzing the impact of tourism on wage generation as well as on the

overall economic growth. A sufficient review of the literature will enable us to

understand accurately what has been recorded so far on this subject.

Tourism, as a state activity included in the field of services, has a wide economic

and social importance. Therefore, there is no doubt that tourism is an important

factor of economic, social and cultural development. Actually, the tourist econ-

omy is undoubtedly a dynamic branch of economic activity which can contribute

decisively in solving many economic problems in both developed and developing

countries. However, this does not mean in any way that the development of the

tourist economy in a country can provide solutions to all economic problems.

First of all, tourism should be regarded as a key component of economic recov-

ery and should be central to measures designed to revive economic growth because

the trade flows generated by a strong tourism industry have a major effect on busi-

ness and consumer confidence. International tourism offer strong services exports

and holds an incredible potential to create jobs (Jucan & Jucan, 2013).

5



2.1 The impact of tourism on economic growth

Pointedly, Sequeira & Nunes (2008), as well as Proenca & Soukiazis (2008)

and Lee & Chang (2008) used panel data methods so as to examine the relation-

ship between tourism and economic growth. More specifically, Sequeira & Nunes

(2008) support what has been recorded so far as for the positive contribution of

tourism specialization on countries’ growth. Moreover, Sequeira & Nunes (2008)

provided evidence about the impact of tourism specialization on poor and small

countries. According to their study, it seems that small countries do not benefit

from tourism, at least not more that does the average country. However, it seems

that poor countries always seem to benefit from the tourism specialization. In ad-

dition, Proenca & Soukiazis (2008) who also examined whether the tourism sector

could be the main driver of economic growth claim that not only tourism play

an important role on the living standards of a country, but also acts as a conver-

gence factor. In addition, Proenca & Soukiazis (2008) claim that tourism sector

could definitely be considered as an alternative key factor of economic growth.

According to their study, as for the Southern European countries a 1% growth

of international tourism revenues causes an increase of 0.026 percentage points in

their per capita income.

Additionally, Lee and Chang (2008) reinvestigated the relationship between

tourism and economic growth. According to their study, the impact of the tourist

development is greater in non-OECD countries contrary to OECD countries. More-

over, tourism receipts play a significant role in Sub-Sahara African countries and

real effective exchange rate presents a great contribution to economic growth. In

the long-run, the panel causality test shows uni-directional1 causality relationships

from tourism development to economic growth in OECD countries, bidirectional

relationships in non-OECD countries, but only weak relationships in Asia (Lee &

Chang, 2008).
1A relationship describes the dependency or connectivity between configuration items. A

relationship can be either unidirectional or bidirectional. The results of a search are affected when
relationships are bidirectional or unidirectional. It is reasonable to mention that uni-directional
relationships are valid in only one direction, as opposed to the bidirectional relationships that
apply in both directions

6



2.2 The impact of tourism on employment

Furthermore, a couple of studies examine the tourism-economy relationship

using time-series data. Dritsakis (2004) showed a strong Granger causal 2 re-

lationship between international tourism earnings as well as real exchange rate

with economic growth and real exchange rate with international tourism earn-

ings. Actually, Granger causality can determine whether a time-series is able

to predict another. On the contrary, according to Arslanturk et al. (2011), al-

though tourism receipts present a positive–predictive content for GDP following

early 1980s, empirical results show that there is actually no Granger causality,

so GDP has definitely no predictive power for tourism receipts. Eeckels et al.

(2012), provided evidence that the cyclical component of tourism income is sig-

nificantly affecting the cyclical component of GDP in Greece. Last but not least,

the tourism-economic growth relationship is unstable over time. Moreover, this

relationship is also extreme economic event-dependent. Actually, the impact of

economic events is more pronounced in Cyprus, Greece, Portugal and Spain (An-

tonakakis et al., 2015).

In summary, tourism should be considered as one of the most important factors

that cause economic recovery and improve the living standards of a country. More

specifically, international tourism not only offer strong services exports, but also

holds an incredible potential to create jobs (Proença, & Soukiazis, 2008; Jucan &

Jucan, 2013). What is more, it seems that poor as well as non-OECD countries

benefit from tourism development to a large extent (Lee & Chang, 2008; Proenca

& Soukiazis, 2008).

2.2 The impact of tourism on employment

The impact on employment is significant due to the several professions that are

directly as well as indirectly affected through the developement of tourism, since

it mobilizes a big number of production units basically used so as to cover the
2Actually, when time series X Granger-causes time series Y, the patterns in X are approxi-

mately repeated in Y after some time lag. Thus, past values of X can be used for the prediction
of future values of Y.

7



2.2 The impact of tourism on employment

generated demand. A number of studies have been published in order to address

this important issue. Recent studies indicate that indeed tourism expansion has

contributed towards boosting direct, indirect and induced employment both in the

short-run and long-run too.

First of all, Witt et al. (2004) claim that the greatest contribution of foreign

tourist expenditure is basically happening in the retail, hotels and restaurants.

Moreover, foreign tourist expenditure as well as graduate employment are sig-

nificantly associated. According to Marcouiller & Xia (2008), tourism industry

consists of different sectors that depend on travelers for a portion of their total re-

ceipts. Actually, those sectors employed over 300,000 people in 2002 and generated

roughly US $4 billion in wage and salary income as well in the Wisconsin (U.S.

state). What is more, occupational structure of the wage and salary employment

was concentrated in the Food Preparation and Serving and Sales occupations. In-

deed, these two categories accounted for roughly 74% of the jobs and 60% of the

wage and salary income of the total employment picture in the ten sectors used to

define travel and tourism. Furthermore, Chao et al. (2009), claim that as for the

short-run, if the price of a non-traded good increases, then follows the expansion

of the sector which lead to the raise of labour employment. On the other hand, as

the price of a good increases, so do wages, which means that in the long-run this

would have a negative impact on the labour employment.

Homafar et al. (2011) showed that tourism industry developement contributed

positively so as to create jobs and income. Also, according to the same research

it seems that as for the future sport tourism industry, it influences job as well

as income production especially in the hosting regions. Its infrastructures are

well-developed as well. Moreover, Onetiu & Predonua (2013) in their study men-

tion that tourism can positively contribute in order to reduce unemployment in

a country, improve living standards and life quality as well as social welfare. Ac-

cording to Chhetri et al. (2016), rural regions present higher levels of employment

in tourism operational services. In addition, Travel & Hospitality employment

8



2.2 The impact of tourism on employment

clustering drive to a more cohesive spatial structure that could support not only

economic development but also better connectedness of tourism destinations. Ad-

ditionally, Aynalem et al. (2016) indicated that due to tourism and hospitality,

divesified employment opportunities are generated in different sectors like accomo-

dation, transportation services, food and beverage establishments, travel agencies,

natural and cultural attraction sites as well as tour operation companies. It is also

reasonable to mention that according to this study, concerned stakeholders such

as policymakers, academicians as well as business owners of tourism and hospi-

tality should take actions in order to bring sustainable workforce, so as to make

a significant contribution to tourism and hospitality development. What is more,

commercial hospitality consist of a significant global employer and the claims made

for this employment by representative and advocacy organizations are plausible

if treated with circumspection (Koens & Wood, 2017). Castillo et al. (2017),

showed that 11 percent average annual impact over 10 years on employment in

the hospitality sector, which translated in an accumulated impact of 1376 formal

jobs in the tourism value chain. For each job created in the tourism value-chain,

an additional job was created in the rest of the provincial economy, which resulted

in a total creation of 2750 formal jobs. Furthermore, Adams (2017) indicated that

as for the sustainable cruise employment in the Carribean region, not only it pro-

vides economic sustainability, but also offers social benefits by reducing poverty.

Also, Soria & Teigeiro (2019) provide evidence about European hospitality indus-

try. According to this study, job-creation capacity in such industry vary across

the European countries. Although international differences in gender wage gaps

help to explain such multipliers, institutional factors and feminization rate also

play a key role (Soria & Teigeiro, 2019).

Kadiyali & Kosova (2013) who used GMM-based dynamic panel methods in

their study, claim that 100 rooms sold per day during a year can drive to the gener-

ation of between 2 and 5 new jobs per non-hotel industry on average. Perles-Ribes

et al. (2016) in their study, also used panel data so as to examine the contribution

9



2.2 The impact of tourism on employment

of economic crises on tourism destinations, not only from a city point of view, but

also from a regional. In their study, they mention that during a crisis residential

destinations experienced a greater destruction contrary to hotel destinations. Sim-

ilarly, Lopez & Arreola (2019) claim that domestic type of tourism has actually the

greatest impact on employment. It is also reasonable to mention that according to

the same study the economic growth of a country may have a direct contribution

to the generation of employment. Last but not least, Dogru et al. (2020) in their

study, mentioned that as the Airbnb listings increase, the employment in the hotel

sector is increasing as well. What is more, Airbnb supply may affect employment

in all sectors of the hospitality, tourism, and leisure industries.

Fauzel (2016) used time-series data so as to evaluate the same topic. More

specifically, Fauzel (2016) show that indeed the expansion of the tourism sector

has contributed towards boosting indirect, direct and enduced employment not

only in the long-run but also in the short-run. Moreover, investment in tourism

activities cause positive impact on the generation of employment as well. Last

but not least, a uni-directional causality is found in the investigation running

from tourism development to employment creation as a result of the expansion of

the tourism sector (Fauzel, 2016).

In a nutshell, tourism can cause economic recovery, improve living standards

and lead to economic growth. Therefore, economic growth may have a direct

contribution to unemployment reduction by offering diversified employment op-

portunities within a country (Onetiu & Predonua, 2013; Aynalem et al., 2016;

Fauzel, 2016; Lopez & Arreola, 2019). Indeed the expansion of the tourism sector

has contributed towards boosting indirect, direct and enduced employment not

only in the short-run but also in the long-run (Chao et al., 2009). As we have

already mentioned, in this study we are about to examine whether or domestic

part of tourism spending has the greatest impact on the generation of employ-

ment. We will also examine whether business or leisure type of tourism spending

has the greatest contribution too.

10



Chapter 3

Data and Methodology

3.1 Data Analysis

As we have already mentioned, the aim of this study is to evaluate the impact of

tourism sector on employment. At first, we are about to examine whether business

or leisure type of tourism have the greatest contribution to employment. Then,

we are about to examine which part of tourism sector has the greatest impact on

the generation of employment (domestic or foreign).

So as to carry out our empirical analysis we collected data from the World

Travel & Tourism Council (WTTC) for the period 1995-2019, in annual frequency,

measured in US billion dollars. Our dataset consist of 875 observations and does

not include any missing values. In addition, our sample consist of 35 countries

that according to the recent WTTC Economic Impact Report (2020) consist of

the countries with the largest contribution of travel and tourism sector to GDP

(USA, China, Japan, Germany, Italy, U.K, France, Spain, Mexico, India, Aus-

tralia, Brazil, Canada, Thailand, Philippines, Turkey, Russia, Saudi Arabia, South

Korea, Indonesia), as well as the fastest growing countries in terms of tourism GDP

(Dominica, St. Kitts and Nevis, Kyrgyzstan, Tunisia, Sierra Leone, Uzbekistan,

Greece, Mongolia, Kuwait, Rwanda, Puerto Rico, Barbados, Gambia, Cape Verde,

St. Vincent and the Grenadines), as shown in Table A.1., in Appendix A.
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3.1 Data Analysis

First of all, in order to evaluate the impact of tourism on employment we se-

lected the variable Total Contribution to Employment (TotEMP), measured as a

percentage share of total employment. Actually, this variable describes the whole

number of jobs directly created in the tourism sector. It also contains the indirect

and induced contributions.

What is more, Total Contribution to GDP (TotGDP) is also used in such anal-

ysis. At first, the variable TotGDP describes the percentage share of total GDP,

directly generated by the tourism sector, plus its induced and indirect effects.

Additionally, in order to examine whether domestic or foreign tourism has ac-

tually the greatest impact we select three more variables, measured as a percentage

share of total GDP as well. More specifically, so as to describe the expenses in-

curred within the country by international tourists for both business and leisure

trips, including spending on transport, but excluding international spending on

education we select the variable Visitor Exports (VE). This variable is actually

consistent with total inbound tourism expenditure. At this point, we faced the

following limitation. The variable Visitor Exports (VE) was initially measured as

a percentage share of total exports. So, in order to calculate the value of VE as

a percentage share of total GDP, we drawned data from the World Development

Indicators in constant 2010 US$ prices. After that, we divided the real prices of

exports in US billion dollars with the total GDP of each country, and multiplied

by 100 so as to convert the value of VE into percentage share of total GDP. Then,

we used the variable Domestic Tourism Spending (DTS) that describe the percent

of spending within a country by its residents for both business and leisure trips

as well. Also, in order to examine which part of tourism sector has the greatest

impact on the generation of employment we used the Internal Travel & Tourism

Consumption (ITC) variable. Internal Travel & Tourism Consumption (ITC) ba-

sically represent the total amount of revenue generated by industries in a country

and has to do with the tourists of each country, in a direct way. It actually includes

not only visitor exports, but also domestic and government individual spending.

12



3.1 Data Analysis

However, it doesn’t include spending abroad by residents.

Afterwards, in order to examine which type of tourism has the greatest impact

on the employment of a country we use two more variables, both measured as a

percentage share of total GDP. More specifically, the variable Business Tourism

Spending (BTS) represents the whole spending on business travel in a country by

residents and international visitors as well. Respectively, Leisure Tourism Spend-

ing (LTS) consist of the total spending on leisure travel in a country by residents

and international visitors.

Table 1 below, presents in summary the basic descriptive statistics of the cho-

sen variables we mentioned before. First of all, our sample consist of 875 observa-

tions. What is more, Total Contribution to GDP (TotGDP) variable seem to have

the greatest mean price (15.29781) contrary to Business Tourism Spending (BTS)

varable which present the lowest mean price of our dataset (0.9345007). Similarly,

Total Contribution to GDP (TotGDP) variable seem to have the greatest standard

deviation (22.64619) contrary to Business Tourism Spending (BTS) varable which

present the lowest standard deviation as well (0.6851561). The minimum price of

the variable Visitor Exports (VE) is equal to zero. This means that according to

WTTC data, Rwanda does not present any foreign spending, as opposed to St.

Kitts and Nevis which present the maximum price of foreign spending (60.68028).

Moreover, it seems that Australia present the highest price as for the total con-

tribution of travel and tourism to GDP contrary to Rwanda which presents the

lowest. In addition, Rwanda present the lowest price of tourism contribution to

employment (80.7838) as well as the lowest price in terms of tourism contribution

to GDP, in contrast with Saudi Arabia which present the highest price (83.2791)

in terms of tourism contribution to employment and Australia which present the

highest contribution in terms of GDP.
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3.1 Data Analysis

Table 1. Basic Descriptive Statistics

Variables Observations Mean Std. Dev. Min Max
TotEMP 875 13.53213 11.48483 0.807838 83.2791
TotGDP 875 15.29781 22.64619 0.893494 215.422
VE 875 6.614789 11.0499 0.00 60.68028
DTS 875 4.191865 2.621684 0.56203 18.5469
ITC 875 7.180572 4.960539 1.14929 27.4782
BTS 875 0.9345007 0.6851561 0.05 4.43864
LTS 875 3.668539 2.970649 0.163702 15.3459

Notes: All data are derived from the World Travel & Tourism Council (WTTC)
database 3

Figure 1 represents the total contribution of travel and tourism sector to em-

ployment and GDP over the period 1995-2019 according to the countries of our

sample. As we can see, over time the contribution of tourism to employment

present a positive trend. However, there are periods of time that a decline is ob-

served. Those descents may be due to a number of factors that affect the tourism

contribution to employment generation. One of those factors may be probably

the shocks that the economy has suffered over the years. Similarly, according to

the Total Contribution to GDP, at the beginning it seems that there is a sharp

decline, from 2000 onwards an increase is obvious with small fluctuations over the

years.

According to Figure 2, it is clear that Business Tourism Spending and Leisure

Tourism Spending do not appear to be a common trend over the years. First of all,

from 2000 Business Tourism Spending showed a decline until it gained a steady

course which is valid till 2019. On the contrary, Leisure Tourism Spending shows

a steady growth trend from 1995 to 2019. From this chart we can see that based

on the WTTC data the Leisure Tourism Spending seems to be higher than the

business which remains stable.

Figure 3 represent the Domestic Tourism Spending as well as the foreign over

the examined period (1995-2019). More specifically, Domestic Tourism Spending

as opposed to foreign spending seems to be showing a steady trend. Moreover,
3Data Source: https://tool.wttc.org/
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3.1 Data Analysis

Visitor Exports (VE) the first years up to 2000 showed a sharp increase. Since

then they stabilized until 2010 after first showing a slight decrease. Finally, from

2010 foreign spending presents a steady upward trend.

Figure 1: Total Contribution of Travel & Tourism to Employment and GDP
(1995-2019)

Figure 2: Business Tourism Spending and Leisure Tourism Spending (1995-2019)
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3.2 Countries Classification

Figure 3: Domestic Tourism Spending and Visitor Exports (1995-2019)

3.2 Countries Classification

As we have already mentioned, in order to include robustness in our estimates

we examine our two basic research questions according to the individual char-

acteristics of each country of our sample. At first, we categorize our countries

according to their level of development as shown in Table C.1., in Appendix C.

Developed countries have more advanced industrial economies, meaning the ser-

vice sector provides more wealth than the industrial sector. They are contrasted

with developing countries, which are in the process of industrialization. If the

economic-driven tourism growth revails in the developed countries then we might

expect that tourism might not lead to higher employment, whereas if the tourism-

led growth holds for the developing countries, then it could also lead to greater

employment. In our analysis, we use the dummy variable Development which is

equal to zero when a country is developing and equal to unit when a country is

developed. Most commonly, the criteria for evaluating the degree of economic de-

velopment are Gross Domestic Product (GDP), Gross National Product (GNP),

per capita income, level of industrialization, amount of widespread infrastructure
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and general standard of living. In particular, developed nations are generally

categorized as countries that are more industrialized and have higher per capita

income levels. Developing nations are generally categorized as countries that are

less industrialized and have lower per capita income levels. Our sample consist of

12 developed and 23 developing countries.

In addition, tourism as a key economic activity in the islands contributes to

a steady flow of tourists. What is more, international visitors offer direct em-

ployment as well as revenue on the islands. However, sometimes the islands are

driven to mass tourism such as Carribean or Mediterranean regions (Kokkranikal

& Baum, 2010). Given the above, we also categorize the countries based on

whether they are island economies or not, as shown in Table B.1., in Appendix B.

The variable Island_Economy is also a dummy which is equal to zero when a

country is non-island economy and equal to unit when a country consist of an is-

land economy. Our sample consist of 10 island as well as 25 non-island economies.

Last but not least, we categorize the countries of our sample according to their

income level, as shown in Table D.1., in Appendix D. Tourism specialization can

play a significant role in balanced sustainable development. It can also be effec-

tively harnessed to generate net benefits for the poor countries (UNWTO, 2002;

Sequeira & Nunes, 2008). The variable Income_Level determine the income level

of each country, which is divided in two categories (high and low income level).

World bank categorize the countries into four different categories (high income

level, upper-middle income level, lower-middle income level and low income level).

High and Upper-middle income level is categorized as high-level economy, as well

as lower-middle income level and low income level which is categorized as low-level

economy. If the economic-driven tourism growth revails in high-income countries

then we might expect that tourism might not lead to higher employment, whereas

if the tourism-led growth holds for the low-income countries, then it could also

lead to greater employment. Income is measured by the World Bank using Gross

National Income (GNI) per capita in U.S. dollars. So, according to the current
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year classification, low-income economies are defined as those with a GNI per

capita, calculated using the World Bank Atlas method, of $1,025 or less in 2018.

Lower middle-income economies are those with a GNI per capita between $1,026

and $3,995. Upper middle-income economies are those with a GNI per capita

between $3,996 and $12,375. High-income economies are those with a GNI per

capita of $12,376 or more. Our sample consist of 25 High-income economies, as

well as 10 Low-income economies.

3.3 Methodology

3.3.1 Panel Data

In this dissertation, we use panel data, widely used in social and economic sci-

ences. Actually, panel data are constantly gaining ground against cross-sectional

and time series data as well. First of all, panel data is basically derived from the

combination of cross-sectional as well as time-series data. On the one hand, panel

data allow each unit to be studied over time. On the other hand, many different

units over the same period of time may be evaluated as well. More specifically, by

using panel data in such analysis we make it possible to control the heterogeneity.

The results are more effective, with greater variability and more degrees of free-

dom providing increased accuracy.

Furthermore, panel data may be balanced or unbalanced. More specifically,

when all the examined units take part at all time periods the panel data is bal-

anced. On the contrary, when the number of observations varies from unit to unit

then the data is unbalanced.

In this dissertation, we are about to examine the impact of tourism sector

to employment and economic growth using a panel regression model. On the one

hand, we are about to examine which part of tourism has actually the greatest im-

pact on the generation of employment. More specifically, we are going to examine

whether domestic or foreign tourism plays significant role on the total contribution
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of tourism on employment. In order to make our estimations we define our first

model as follows:

TotEMPit = β0+β1TotEMP_L1it+β2TotGDPit+β3V Eit+β4DTSit+β5ITCit+Ui

(3.1)

i = 1, .., 35 t = 1, .., 24

where, TotEMPit is the dependent variable of our empirical model and repre-

sents the Total Contribution of Tourism on Employment, measured as a percentage

share of total employment. The independent variables are measured as a percent-

age share of total GDP and consist of the variable TotEMP_L1 which is the

first lag of the variable TotEMP , TotGDPit which is the Total Contribution to

GDP, V Eit that represent the Visitor Exports (foreign spending), DTSit which is

the Domestic Tourism Spending as well as the ITCit which is the Internal T&T

Consumption. Additionally, i represents a unit. In our model i refer to the exam-

ined countries of our dataset. Last but not least, the idiosyncratic error term uit

represents the unobserved factors that affect yit over the time.

On the other hand, we define a second model in order to evaluate which type

of tourism has actually the greatest impact. Precisely, we are about to examine

whether business or leisure type of tourism has actually the greatest contribution

on the generation of employment. In the same way, we define our second model

as follows:

TotEMPit = β0+β1TotEMP_L1it+β2TotGDPit+β3BTSit+β4LTSit+Uit (3.2)

i = 1, .., 35 t = 1, .., 24

Similarly, TotEMPit is the dependent variable of our model which represents

the Total Contribution to Employment, measured as a percentage share of total

employment. The independent variables are measured as a percentage share of

total GDP and consist of the variables TotEMP_L1 which is the first lag of the
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variable TotEMP , TotGDPit which is the Total Contribution to GDP, BTSit

which is the Business Tourism Spending and LTSit which is the Leisure Tourism

Spending. Respectively, i refers to the countries and Uit consist of the error term

of our empirical model.

However, the most important issue to examine is whether the unobserved effect

is related to the independent variable. Hence, the appropriate model selection

depends on this. If that happens, and Cov(ζi, xit) 6= 0 then the results from the

OLS method will be biased. In this dissertation, we going to apply fixed effects

models, basically used to eliminate the unnoticed effects.

3.3.1.1 Fixed Effects Model

Fixed Effects (FE) model is basically used so as to examine the effect of variables

that change over time. In particular, this method examines the relationship be-

tween the estimator and the dependent variables within an entity like a country

or a company. Thus, each entity presents its own characteristics that may affect

the variables of the estimator.

More specifically, when using the Fixed Effects model, we assume that any pa-

rameter within an entity may influence the estimator or the dependent variable,

something which must somehow be checked. This is the logic behind the assump-

tion of the correlation between disruptive term and estimators of variables. Fixed

Effects model aims to remove the effects of all those features that don’t change

over time in order to finally assess the real effect of estimators on the dependent

variable of the model. What is more, a further hypothesis made in the Fixed

Effects method, is that time-invariant characteristics of each entity are exclusive

as well as associated with the entity. Therefore, each entity is different, so the

disturbing and its fixed term (which attributes its special characteristics) should

not be correlated with the rest. If this assumption is not satisfied, then the FE

model is not suitable and other corresponding models can be used such as the

Random Effect (RE) model. The most suitable model could be determined with

20
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the Hausman test. The mathematical expression of the FE model is given by the

following formula:

Yit = αi + βχ′
it + uit (3.3)

where, we observe that the fixed (intercept) term changes with the entity, while the

coefficient of the variable remains constant. So this formula may also be written

as:

Yit = αi + γt + βχ′
it + uit (3.4)

The term γt actually gives the possible effect of time (time effect) during the

calculation of the estimators of the entities. In this case, the model takes into

account both the "within effect" and the "between effect" of the entities.

Subsequently, the way FE model is actually calculated in stata is based on the

elimination of time parameter. In order to be accomplished, the average of the

dependent as well as the independent variables of our model are calculated. Thus,

(3.3) is written:

Ȳi = αi + βχ̄i + ūi (3.5)

Then, by subtracting (3.5) from (3.3) we get:

Yit − Ȳi = β(χ′
it − χ̄′

i) + uit − ūi (3.6)

Actually, (3.6) consist of the final form of the function. The term αi does not exist

in the equation. In this way, it is possible to evaluate how different the entities

are not only by themselves but also by others.

In summary, the FE model controls all time constant differences between the

entities, so that the estimated parameters of these models be unbiased due to

omitted unchanged times characteristics.
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Chapter 4

Empirical Analysis

4.1 Whole Sample Estimations

In this section, we will refer to the empirical results of our study. As we have

already mentioned, in this dissertation we use panel data in order to make our es-

timations. It is also reasonable to mention that we include robust standard errors

so as to avoid bias from heteroskedasticity.

According to Table 2, our sample consist of 840 observations and 35 countries.

The R-squared is 0,619 which means that independent variables of our model in-

terpret the 61,9% of the variability of our dependent variable (TotEMP). First of

all, the first lag of the variable TotEMP not only has a positive impact on the

generation of employment, but also presents statistically significant contribution

in a level of 1%. According to the estimations of the second model, Total Con-

tribution to GDP has also positive relationship with tourism contribution to job

creation. This is statistically significant in a 10% level of significance. In the first

model, tourism contribution to GDP also present positive relationship, though

this estimation is not statistically significant in any level of significance. As for

the business and leisure tourism spending, both factors have positive relationship

with the dependent variable. However, Leisure Tourism Spending (LTS) has the

greatest contribution as opposed to the Business Tourism Spending (BTS). Both
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variables present statistically significant estimations.

In addition, both domestic as well as foreign tourism spending present con-

tribute positively on the generation of employment. Though, Visitor Exports

(VE) present statistically significant results in a 1% level of significance. Accord-

ing to the whole sample estimations, foreign tourism spending has the greatest

contribution to the employment. Domestic Tourism Spending (DTS) as well as

Internal Tourism Consumption do not have statistically significant contribution.

In general, Total Contribution to Employment (TotEMP), is expected to have

positive relationship with Total Contribution to GDP (TotGDP). More specifi-

cally, according to the Okun’s law, when a country’s unemployment rate exceeds

normal, then much of the GDP can be lost. Therefore, our estimations reasonably

show a positive correlation between the variables Total Contribution to Employ-

ment (TotEMP) and Total Contribution to GDP (TotGDP). Lopez & Arreola,

2015 show that economic growth (measured by Gross Domestic Product) have a

direct income on the generation of employment. However, due to the fact that

in the first model the relationship between employment and GDP do not present

significant contribution we are about to examine the same models according to

the individual characteristics of the countries so as to get robust estimations. Fur-

thermore, assuming that the global distribution of tourism spending corresponds

to 21% which consists of business type of tourism, as opposed to leisure type

of tourism which consist of the 79% (WTTC Economic Impact Report, 2020) the

fact that according to our estimations leisure tourism spending has greater impact

contrary to business tourism spending is reasonable. On the other hand, despite

the fact that the distribution of Domestic Tourism Spending (DTS) corresponds

to 71%, according to our findings the international expenditure seems to have

greater impact on the generation of employment. In this case, we would expect

domestic expenditure to have the largest impact on employment.

More specifically, according to Lopez & Arreola, 2019 domestic tourism is the

variable with the greatest contribution to the generation of direct employment.
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However, foreign tourism expenditure is much more heavily weighted towards ex-

penditure on hotels and other temporary lodging while domestic tourism is more

weighted towards regular airline transportation and recreation, cultural and sports

services. In a nutshell, our sample consist of countries that foreign tourism has

greater contribution than domestic. For instance, foreign tourism consist of an

integral part of the Indonesian economy (Sugiyarto et al., 2003).

In summary, it seems that according to our estimations tourism contribution

to GDP affects positively the employment generation. Moreover, leisure tourism

has the greatest impact to employment as opposed to the business tourism spend-

ing (1% level of significance). Last but not least, foreign spending also has the

greatest contribtion to travel and tourism contribution to employment.

Table 2. Results of the whole sample Fixed Effects estimations

Fixed Effects Models

Model1 Model2
VARIABLES TotEMP VARIABLES TotEMP

TotEMP_L1 0.611*** TotEMP_L1 0.597***
(0.027) (0.042)

TotGDP 0.007 TotGDP 0.010*
(0.005) (0.006)

BTS 0.699* VE 0.504***
(0.356) (0.151)

LTS 1.034*** DTS 0.361
(0.241) (0.233)

ITC -0.113
(0.262)

Observations 840 Observations 840
Number of Country 35 Number of Country 35
R-squared 0.619 R-squared 0.637

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1
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4.2 Island vs Non-island Economies

As we have already mentioned, in order to have robust estimates we examine

our research questions according to the individual characteristics of each country.

In this section we categorize our countries according to whether they are island

economies or not. First of all, our sample consist of 10 island economies and

25 non-island economies. As for the island economies, the R-squared of the first

model is 0,827 which means that independent variables of our model interpret the

82.7% of the variability of our dependent variable (TotEMP). Similarly, according

to the second model the chosen independent variables interpret the 88.3% of the

variability of our dependent variable (TotEMP).

As we can see from the Table below (Table 3), the first lag of the depen-

dent variable TotEMP in both models contributes positively in the generation of

employment. This contribution is statistically significant (1% and 10% level of

significance respectively). Moreover, Total Contribution to GDP (TotGDP) also

play an important role in the generation of employment. In particular, tourism

contribution to GDP is positively correlated with the tourism contribution to em-

ployment in a 1% and 5% level of significance respectively in both models.

As for the first research question of this dissertation we see that Business

Tourism Spending presents statistically significant contribution to the job cre-

ation. However, Business Tourism Spending (BTS) has negative relationship with

travel and tourism contribution to employment. On the contrary, Leisure Tourism

Spending (LTS) has positive contribution. However, this contribution is not sta-

tistically significant.

According to the estimations of the second model, we could definitely con-

sider that in island economies, job creation basically comes from international

spending. More specifically, although both Visitor Exports (VE) and Domestic

Tourism Spending (DTS) have a positive contribution to employment, actually

foreign tourism spending has the greatest contribution. However, both variables
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show statistically significant estimations in a 5% level of significance. Last but not

least, Internal Tourism Consumption do not present positive contribution to the

dependent variable, which is statistically significant in a 1% level of significance.

Given that the tourism sector contributes significantly to the economic de-

velopment of island economies (Seetanah, 2011) we could say that the fact that

the contribution of tourism to GDP is statistically significant is something that

was expected. It is also reasonable to mention that due to the fact that the

international visitors offer direct employment as well as revenue on the islands

(Kokkranikal & Baum, 2010), foreign tourism spending is the one that has the

greatest contribution to employment was also expected.

Table 3. Fixed Effects estimations of Island-Economies

Island Economies

Model1 Model2
VARIABLES TotEMP VARIABLES TotEMP

TotEMP_L1 0.480*** TotEMP_L1 0.384*
(0.129) (0.203)

TotGDP 0.573*** TotGDP 0.583**
(0.176) (0.244)

BTS -1.566*** VE 0.747**
(0.281) (0.241)

LTS 0.222 DTS 0.655**
(0.303) (0.266)

ITC -1.127***
(0.346)

Observations 240 Observations 240
Number of Country 10 Number of Country 10
R-squared 0.827 R-squared 0.883

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

According to Table 4, as for the non-island economies the R-squared of the

first model is 0,520 which means that independent variables of our first model in-

terpret the 52% of the variability of our dependent variable (TotEMP). Similarly,

independent variables of our second model interpret the 51.7% of the variability

of our dependent variable (TotEMP).
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First of all, the first lag of the variable TotEMP contribute positively in a

1% level of significance. Moreover, in non-island economies Total Contribution to

GDP has also positive relationship with the generation of employment. However,

in the first model the variable TotGDP is not statistically significant. We also

consider that tourism contribution to employment basically comes from Business

Tourism Spending (BTS), although both business and leisure types of tourism

present positive correlation (1% level of significance). On the other hand, both

foreign as well as domestic tourism spending have positive contributions, although

those estimations are not statistically significant. Internal Tourism Consumption

is not significant too.

In summary, in island economies as opposed to non-island economies tourism

contribution to GDP has greater contribution. What is more, Business tourism

spending contribute negatively in the generation of employment in island economies

contrary to non-island that present a positive relationship. Last but not least, in-

ternational tourism spending plays an important role in island economies as well.

Hence, non-island economies do not present statistically significant evidence.

In a nutshell, according to those estimations someone could consider that the

impact of tourism on employment in terms of island economies is based primarily

on entertainment, as opposed to non-island economies where much of tourism’s

direct contribution to employment is based on business rather than entertainment.

However, in non-island economies both leisure and business tourism spending have

significant contributions.
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Table 4. Fixed Effects estimations of Non-island-Economies

Non-island Economies

Model1 Model2
VARIABLES TotEMP VARIABLES TotEMP

TotEMP_L1 0.611*** TotEMP_L1 0.618***
(0.025) (0.025)

TotGDP 0.002 TotGDP 0.008**
(0.004) (0.003)

BTS 1.264*** VE 0.197
(0.232) (0.119)

LTS 0.773*** DTS 0.096
(0.163) (0.174)

ITC 0.270
(0.161)

Observations 600 Observations 600
Number of Country 25 Number of Country 25
R-squared 0.520 R-squared 0.517

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

4.3 Developed vs Developing Economies

In this section we are about to categorize the countries of our sample according to

their level of development. Our sample consist of 12 developed and 23 developing

economies. According to table 5, the R-squared of the first model is 0,824 which

means that independent variables of our first model interpret the 82.4% of the

variability of our dependent variable (TotEMP). Similarly, independent variables

of our second model interpret the 82.7% of the variability of our dependent vari-

able (TotEMP).

According to our estimations, the first lag of the variable TotEMP contributes

significantly in the generation of employment in a 1% level of significance in both

models. Similarly, Total Contribution to GDP (TotGDP) do play a significant

role to the generation of employment in a 1% level of significance in both models.

According to the estimations of the first model, it seems that both business

and leisure type of tourism spending present a positive contribution to the em-
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ployment. This contribution is statistically significant in 10% and 1% level of

significance respectively. However, it seems that Leisure Tourism Spending (LTS)

has the greatest impact on the employment generation.

Moreover, we could say that as opposed to the domestic tourism spending it

seems that visitor exports have greater impact. However, Visitor Exports (VE),

Domestic Tourism Spending (DTS) as well as Internal Tourism Consumption

(ITC) do not present statistically significant estimations.

In summary, it seems that as expected Total Contribution to GDP (TotGDP)

have a significant positive impact on the employment generation. In addition,

despite the fact that business tourism do play a significant role, Leisure Tourism

Spending (LTS) has the greatest contribution. According to Min & Bak, (2015)

despite the fact that leisure tourism spending lead to economic growth when a

country is at an early stage of development, it can undoubtedly show a significant

contribution to the wealth of a fully developed country as well.

Table 5. Fixed Effects estimations of Developed Economies

Developed Economies

Model1 Model2
VARIABLES TotEMP VARIABLES TotEMP

TotEMP_L1 0.630*** TotEMP_L1 0.656***
(0.045) (0.070)

TotGDP 0.003*** TotGDP 0.007***
(0.001) (0.002)

BTS 0.431* VE 0.564
(0.218) (0.347)

LTS 0.770*** DTS 0.231
(0.140) (0.374)

ITC -0.049
(0.396)

Observations 288 Observations 288
Number of Country 12 Number of Country 12
R-squared 0.824 R-squared 0.827

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Additionally, in this section we present our estimations for the developing
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4.3 Developed vs Developing Economies

economies of our sample. According to Table 6, the R-squared of the first model

is 0,617 which means that independent variables of our first model interpret the

61.7% of the variability of our dependent variable (TotEMP). Similarly, indepen-

dent variables of our second model interpret the 63.5% of the variability of our

dependent variable (TotEMP).

According to our estimations, the first lag of the variable TotEMP contributes

significantly in the generation of employment in a 1% level of significance in

both models. Total Contribution to GDP (TotGDP), Business Tourism Spend-

ing (BTS) as well as Leisure Tourism Spending (LTS) do not present statistically

significant estimations. However, it seems that both travel and leisure tourism

have a positive impact on the employment generation. Actually, Leisure Tourism

Spending (LTS) has the greatest contribution.

According to the second model, Domestic Tourism Spending (DTS) as well as

Visitor Exports (VE) show significant estimations. However, despite the fact that

both domestic and foreign spending have positive contribution to the employment

generation, it seems that foreign spending has the greatest contribution in devel-

oping economies, which is statistically significant in a 1% level of significance.

First of all, considering that tourism can certainly be seen as a key factor

that provides economic relief to a country by also improving its living standards

(Proenca & Soukiazis, 2008; Jucan & Jucan, 2013), it is reasonable that the con-

tribution of tourism to GDP should have a significant impact on employment

creation. However, despite the fact that the variable TotGDP has greater contri-

bution to developing countries as opposed to developed, its contribution does not

seem to be statistically significant. Hence, the fact that developing countries, as

opposed to developed countries, do not have a statistically significant correlation

is justified, as long as we consider that tourism income multiplier 4 is lower in

developing contrary to developed countries due to their dependency on imports.

Tourism Income Multiplier enhances the contribution of tourism on income.
4It is reasonable to mention that tourism income multiplier arises due to the fact that tourists

spend money that may be respent by residents, augmenting the total.
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4.4 High vs Low Income Economies

In summary, according to our estimations Total Contribution of tourism to

GDP has greater impact on developing countries. However, this contribution is

not statistically significant. According to the literature, Tourism Contribution

to GDP was expected to have statistically significant contribution. Additionally,

leisure tourism spending has significant contribution in developed countries as

opposed to foreign spending that present statistically significant contribution in

developing countries.

Table 6. Fixed Effects estimations of Developing Economies

Developing Economies

Model1 Model2
VARIABLES TotEMP VARIABLES TotEMP

TotEMP_L1 0.596*** TotEMP_L1 0.579***
(0.035) (0.053)

TotGDP 0.195 TotGDP 0.204
(0.285) (0.240)

BTS 0.289 VE 0.523***
(0.826) (0.161)

LTS 0.635 DTS 0.416*
(0.608) (0.213)

ITC -0.426
(0.372)

Observations 552 Observations 552
Number of Country 23 Number of Country 23
R-squared 0.617 R-squared 0.635

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

4.4 High vs Low Income Economies

In this section we categorize the countries of our sample according to their income

level. First of all, our sample consist of 25 high-income economies as well as 10

low-income economies. As for the high-income economies, the R-squared of the

first model is 0,528 which means that independent variables of our model interpret

the 52.8% of the variability of our dependent variable (TotEMP). Similarly, ac-
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4.4 High vs Low Income Economies

cording to the second model the chosen independent variables interpret the 55.9%

of the variability of our dependent variable (TotEMP).

According to our estimations, the first lag of the dependent variable contributes

significantly in the generation of employment in a 1% level of significance in both

models. Total Contribution to GDP do not present statistically significant contri-

butions. The variable Business Tourism Spending don’t present significant contri-

bution too. More specifically, it seems that Leisure Tourism Spending has positive

contribution to the employment creation, which is statistically significant in a 5%

level of significance. Hence, Leisure Tourism Spending (LTS) show the greatest

impact on employment in high-income economies.

What is more, according to the second model the variables Visitor Exports

(VE), Domestic Tourism Spending (DTS) as well as Internal Tourism Consump-

tion (ITC) present statistically significant results. Both Domestic Tourism Spend-

ing as well as Visitor Exports (VE) have positive relationship with the employ-

ment. However, Domestic Tourism Spending (DTS) show the highest contribution

(1% level of significance). Internal Tourism Consumption (ITC) have negative re-

lationship with employment (5% level of significance).

According to the economic driven hypothesis, it is reasonable to consider that

in high-income countries tourism may not lead to high levels of employment. It is

therefore logical that the impact of tourism on GDP does not make a significant

contribution to job creation. Moreover, due to the fact that tourists spend money

that can be spent by residents makes it reasonable that in high-income economies

domestic tourism has the largest contribution to employment. Therefore, this be-

comes clear when we consider that according to our estimations, despite the fact

that internal consumption does not contribute positively to employment, spending

within a country by this country’s residents has the greatest contribution.
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4.4 High vs Low Income Economies

Table 7. Fixed Effects estimations of High-income Economies

High-Income Economies

Model1 Model2
VARIABLES TotEMP VARIABLES TotEMP

TotEMP_L1 0.589*** TotEMP_L1 0.553***
(0.023) (0.053)

TotGDP 0.004 TotGDP 0.007
(0.005) (0.004)

BTS 0.936 VE 0.730***
(0.915) (0.180)

LTS 1.114** DTS 1.053***
(0.464) (0.351)

ITC -0.721**
(0.334)

Observations 600 Observations 600
Number of Country 25 Number of Country 25
R-squared 0.528 R-squared 0.559

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

In Table 8 we present our estimations for the low-income economies of our

sample. The R-squared of the first model is 0,827 which means that independent

variables of our model interpret the 82.7% of the variability of our dependent

variable (TotEMP). Similarly, according to the second model the chosen inde-

pendent variables interpret the 83.1% of the variability of our dependent variable

(TotEMP).

According to our estimations, the first lag of the dependent variable contributes

significantly in the generation of employment in a 1% level of significance in both

models. Moreover, Total Contribution to GDP play a significant role in unem-

ployment reduction of low-income economies. All the other factors do not present

statistically significant contributions. As opposed to the high income countries,

poor countries do not seem to benefit from leisure tourism spending. All the other

factors do not present statistically significant contributions.

More specifically, considering the fact that if the tourism-led growth holds for

the low-income countries, then it could lead to more employment it is reason-
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4.4 High vs Low Income Economies

able the fact that according to our estimation the contribution of tourism to the

GDP of low-income economies has a significant effect as opposed to high-income

economies. What is more, as we have already mentioned in the current liter-

ature indeed travel and tourism growth have significant positive effects on the

generation of employment. More specifically, poor countries seem to benefit from

tourism activity to a greater extent than the high-income countries. Therefore, in-

deed tourism can be considered as a proper policy of poor countries so as to reduce

unemployment, improve their living standards and act as a factor of convergence

as well (Sequeira & Nunes, 2008; Proenca & Soukiazis, 2008).

Table 8. Fixed Effects estimations of Low-income Economies

Low-income Economies

Model1 Model2
VARIABLES TotEMP VARIABLES TotEMP

TotEMP_L1 0.612*** TotEMP_L1 0.596***
(0.100) (0.115)

TotGDP 0.504*** TotGDP 0.449***
(0.093) (0.105)

BTS -0.365 VE 0.107
(0.288) (0.088)

LTS -0.288** DTS -0.095
(0.089) (0.089)

ITC -0.143
(0.172)

Observations 240 Observations 240
Number of Country 10 Number of Country 10
R-squared 0.827 R-squared 0.831

Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1
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Chapter 5

Conclusions

Several studies have been conducted so as to state the relationship between tourism

with employment and economic growth (Parilla et al., 2007; Proença & Soukiazis,

2008; Homafar et al., 2011; Onetiu & Predonua, 2013). In this dissertation, we

examine the impact of tourism activity on employment generation and answer

whether business or leisure tourism as well as domestic or foreign spending have

the greatest contribution to job creation. More specifically, in order to carry out

our empirical analysis we collected annual data from the World Travel & Tourism

Council for 35 countries over the period 1995-2019. Those countries consist of

the countries with the largest contribution of travel and tourism sector to GDP

as well as the fastest growing in terms of tourism GDP according to the recent

WTTC Economic Impact Report, (2020). As regards the panel data analysis, we

used fixed effects models so as to give answers to our research questions.

According to our findings, it is reasonable to mention that as expected the past

period values of the tourism contribution to employment definitely have a strong

positive contribution with the current employment generation. Moreover, it is

said that GDP has significant contribution to the job creation (Lopez & Arreola,

2015). According to our estimations indeed tourism contribution to GDP has a

strong correlation with the tourism contribution that lead to direct employment.

This finding does not only apply to the estimates of the aggregate sample of our
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analysis. Instead, it has a more general validity considering that in most of our

models the contribution of tourism to GDP seems to have a strong contribution

to job creation.

In general, it seems that according to our estimations leisure tourism spending

has the greatest impact on employment as opposed to business tourism. More

specifically, in developed and high-income countries it seems that leisure tourism

has significant contribution to employment generation as opposed to poor coun-

tries where leisure tourism has negative contribution. Furthermore, our estimates

make it clear that foreign tourism spending has greater contribution to employ-

ment. More specifically, in island, non-island and developed economies visitor ex-

ports present significant contribution. On the contrary, domestic tourism spending

has significant contribution in high-income economies.

In a nutshell, according to the current literature, indeed, tourism can be con-

sidered as a possible policy which leads to the economic development of a country.

More specifically, considering that according to our study Total Contribution of

Travel and Tourism to GDP contributes positively in the generation of employ-

ment at first we conclude that indeed the economic growth of a country can lead to

direct job creation (Lopez & Arreola, 2019). Moreover, it is reasonable to mention

that although leisure tourism has significant contributions in island economies,

business tourism has the greatest impact on the employment generation of non-

island economies. More specifically, according to Cánoves et al., 2004 the economic

and social dimension of tourism, combined with leisure tourism, offers several ben-

efits in island economies. Furthermore, although tourism development has greater

impact on GDP in non-OECD countries (Lee, C.C. & Chang, C.P., 2008), ac-

cording to Kim & Kim, 2020 smaller economies with poor economic structure are

obliged to suffer from high leakage and low income gains. Hence, according to our

estimations, foreign tourism spending has significant contribution to employment.

However, total contribution to GDP do not present statistically significant contri-

butions in developing countries.
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5.1 Policy Implications

According to the income classification of countries estimations, we conclude

that indeed tourism should be considered one of the most important elements

that cause economic recovery in poor countries (Jucan & Jucan, 2013), improve

the living standards (Proença & Soukiazis, 2008) considering that tourism con-

tribution to GDP show significant impact contrary to high-income countries. In

addition, high-income economies seem to benefit from the domestic tourism spend-

ing given that tourists spend money that can be respent by residents. Finally, poor

countries do not seem to benefit from leisure tourism spending as opposed to high-

income countries which may mean that rich countries have better conditions to

support such a thing.

5.1 Policy Implications

It is right to implement tourism promotion policies in all countries worldwide

by taking the necessary measures in order to make it profitable for the society.

Therefore, based on the findings of the present study, policymakers should consider

policies that aim to boost global tourism growth, especially countries that are not

made up of a heavy industry supporting their economy. Such a policy would

result in global economic support as well as in the economic recovery of low-

income economies. In summary, such policies would have a direct contribution to

reducing unemployment and improving living standards worldwide.

5.2 Limitations and Future Research

The present study examines further the issue of the contribution of tourism to

economic growth and job creation worldwide. However, there is a number of lim-

itations. First of all, this survey examines this issue for 35 countries worldwide,

in which tourism has the greatest contribution in terms of GDP, as well as the

largest growth in terms of travel and tourism GDP. The present study highlights

important issues for policy makers as this issue is addressed on the basis of indi-
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5.2 Limitations and Future Research

vidual country characteristics. However, the same study could be carried out for a

sample of several countries as regards the global economic contribution of tourism

to employment.

Future research in the same area could use a sample of more countries in order

to conduct even stronger results for each of the individual characteristics of the

selected countries. Furthermore, we could add more variables to our models in

order to consider other factors that are likely to contribute either negatively or

positively to the direct contribution of tourism to employment like unemployment

or capital investment. Finally, given the current global Covid-19 pandemic situ-

ation that has upset not only the data in the tourism sector but also the global

economy, it would definitely be extremely important to study this issue in the

light of new data.
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Appendix A

Whole Sample of Countries

According to Table A.1. in Appendix A, our sample consist of 35 countries. Those

countries are presented having been sorted alphabetically. As we have already

mentioned, they consist of the countries with the largest contribution of travel

and tourism sector to GDP (USA, China, Japan, Germany, Italy, U.K, France,

Spain, Mexico, India, Australia, Brazil, Canada, Thailand, Philippines, Turkey,

Russia, Saudi Arabia, South Korea, Indonesia), as well as the fastest growing

countries in terms of tourism GDP (Dominica, St. Kitts and Nevis, Kyrgyzstan,

Tunisia, Sierra Leone, Uzbekistan, Greece, Mongolia, Kuwait, Rwanda, Puerto

Rico, Barbados, Gambia, Cape Verde, St. Vincent and the Grenadines).

Table A.1. The countries of our sample

Whole Sample of Countries

i.d. Country i.d. Country

1 Australia 18 Mexico

2 Barbados 19 Mongolia

3 Brazil 20 Philippines

4 Canada 21 Puerto Rico

5 Cape Verde 22 Russian Federation

6 China 23 Rwanda
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Table A.1 continued from previous page

Whole Sample of Countries

7 Dominica 24 Saudi Arabia

8 France 25 Sierra Leone

9 Gambia 26 South Korea

10 Germany 27 Spain

11 Greece 28 St Kitts and Nevis

12 India 29 St Vincent and the Grenadines

13 Indonesia 30 Thailand

14 Italy 31 Tunisia

15 Japan 32 Turkey

16 Kuwait 33 United Kingdom

17 Kyrgyzstan 34 United States

35 Uzbekistan
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Appendix B

Island vs Non-island Economies

As shown in Table B.1., in Appendix B our sample is categorized according to

whether our countries consist of island or non-island economies. More specifically,

Table B.1. below indicate the countries corresponding to each category. Those

countries are presented having been sorted alphabetically. As we have already

mentioned, our sample consist of 10 island (Barbados, Cape Verde, Dominica, In-

donesia, Japan, Philippines, Puerto Rico, St. Kitts and Nevis, St. Vincent and the

Grenandines, U.K.) as well as 25 non-island economies (Australia, Brazil, Canada,

China, France, Gambia, Germany, Greece, India, Italy, Kuwait, Kyrgyzstan, Mex-

ico, Mongolia, Russia, Rwanda, Saudi Arabia, Sierra Leone, South Korea, Spain,

Thailand, Tunisia, Turkey, USA).

Table B.1. The countries of our sample categorized in island and non-island
economies

Island vs Non-island Economies

i.d. Island Economies i.d. Non-island Economies

1 Barbados 11 Australia 23 Mexico

2 Cape Verde 12 Brazil 24 Mongolia

3 Dominica 13 Canada 25 Russia

4 Indonesia 14 China 26 Rwanda

5 Japan 15 France 27 Saudi Arabia
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Table B.1 continued from previous page

Island vs Non-island Economies

6 Philippines 16 Gambia 28 Sierra Leone

7 Puerto Rico 17 Germany 29 South Korea

8 St Kitts and Nevis 18 Greece 30 Spain

9 St Vincent and the Grenadines 19 India 31 Thailand

10 U.K 20 Italy 32 Tunisia

21 Kuwait 33 Turkey

22 Kyrgyzstan 34 USA

35 Uzbekistan
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Appendix C

Developed vs Developing

Economies

As shown in Table C.1., in Appendix C our sample is categorized according to

the level of development. More specifically, Table C.1. below indicate the coun-

tries corresponding to each category. Those countries are presented having been

sorted alphabetically. As we have already mentioned, our sample consist of 12

developed (USA, Japan, Germany, Italy, U.K, France Spain, Australia, Canada,

South Korea, Greece, Puerto Rico and 23 developing countries (China, Mexico,

India, Brazil, Thailand, Philippines, Turkey, Russia, Saudi Arabia, Indonesia,

Dominica, St. Kitts and Nevis, Kyrgyzstan, Tunisia, Sierra Leone, Uzbekistan,

Mongolia, Kuwait, Rwanda, Barbados, Gambia, Cape Verde, St. Vincent and the

Grenadines).

Table C.1. The countries of our sample categorized according to their level of
development

Developed vs Developing Economies

i.d. Developed Economies i.d. Developing Economies

1 Australia 13 Barbados 24 Mongolia

2 Canada 14 Brazil 25 Philippines

3 France 15 Cape Verde 26 Russia
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Table C.1 continued from previous page

Developed vs Developing Economies

4 Germany 16 China 27 Rwanda

5 Greece 17 Dominica 28 Saudi Arabia

6 Italy 18 Gambia 29 Sierra Leone

7 Japan 19 India 30 St. Kitts and Nevis

8 Puerto Rico 20 Indonesia 31 St. Vincent and the Grenadines

9 South Korea 21 Kuwait 32 Thailand

10 Spain 22 Kyrgyzstan 33 Tunisia

11 U.K 23 Mexico 34 Turkey

12 USA 35 Uzbekistan
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Appendix D

High vs Low-income Economies

As shown in Table D.1., in Appendix D our sample is categorized according to

the income level. More specifically, Table C.1. below indicate the countries corre-

sponding to each category. Those countries are presented having been sorted al-

phabetically. As we have already mentioned, our sample consist of 25 High-income

economies (USA, China, Japan, Germany, Italy, U.K, France, Spain, Mexico, Aus-

tralia, Brazil, Canada, Thailand, Turkey, Russia, Saudi Arabia, South Korea, In-

donesia, Dominica, St. Kitts and Nevis, Greece, Kuwait, Puerto Rico, Barbados

St. Vincent and the Grenadines), as well as 10 Low-income economies (India,

Philippines, Kyrgyzstan, Tunisia, Sierra Leone, Uzbekistan, Mongolia, Rwanda,

Gambia, Cape Verde).

Table D.1. The countries of our sample categorized according to their income
level

High vs Low-income Economies

i.d. High-income Economies i.d. Low-income Economies

1 Australia 13 Kuwait 26 Cape Verde

2 Barbados 14 Mexico 27 Gambia

3 Brazil 15 Puerto Rico 28 India

4 Canada 16 Russia 29 Kyrgyzstan

5 China 17 Saudi Arabia 30 Mongolia
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Table D.1 continued from previous page

High vs Low-income Economies

6 Dominica 18 South Korea 31 Philippines

7 France 19 Spain 32 Rwanda

8 Germany 20 St. Kitts and Nevis 33 Sierra Leone

9 Greece 21 St. Vincent and the Grenadines 34 Tunisia

10 Indonesia 22 Thailand 35 Uzbekistan

11 Italy 23 Turkey

12 Japan 24 U.K

25 USA
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