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Abstract:For a long time, the foreign exchange inflow was considered as basic advantage
derived from international tourism. This tourism expenditure by foreigners constitutes an
injection of liquidity into the economic area which is considered. However, the country can
also be faced with the foreign exchange outflow for the purpose of international travel of
residents. Although countries in terms of tourism markets are traditionally classified as
emissive or receptive market, there is no evidence in the literature about the existence of
indicator which can classify them depending on the stability of their tourism balance of trade.
The purpose of this paper is to fill this gap, i.e. to develop an indicator that will allow empirical
classification of countries, taking into account the data from their tourism balance of trade.
With the theoretical elaboration of the tourism balance of trade indicator, in this paper the
values of obtained indicators for European Union Member States were calculated, and the
impact of tourism on the balance of payments stability in the EU Member States was analysed.
The calculation of the tourism balance of trade indicator enable empirical classification of
countries according to the stability of their tourism balance of trade, which allows to carry out
further analysis of the impact of different aspects of tourism in each of the mentioned groups of
countries.
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INTRODUCTION

Tourism as a worldwide phenomenon, gained the status of an enormously important
component of the national economies of many countries.In fact, its economic
importance stems from its economic effects, and its contribution to economic
development.The importance of tourism for economic development is recognized for
its contribution to production, employment and its impact on the balance of payments
(Nowak et al., 2007).

The ability of the national economy to benefit fromtourism depends on the availability
of investment aimed at developing the infrastructure needed for creating composite
tourist product. Due to the fact that the tourist product consists of different goods and
services (accommodation, food, transportation facilities, entertainment and
safety,among others) tourism is significantly connected with various economic
sectors, including transport, retailing, wholesaling, manufacturing,agriculture, arts and

& Senior Lecturer, University of Split, University Department of Professional Studies, Kopilica
5, 21000 Split, Croatia.
44



crafts and other services(ProengaiSoukiazis, 2008).Since the tourism in the
nationaleconomy has the strongest integration effect among all economic activities,
the economic effects of tourism are the result of cohesion power that tourism plays in
the national economy.The overall economic impact of tourism is based on the sum of
the partial effects of the economic activities that tourism brings together and the
synergistic effect resulting from the integration of different activities (Kesar, 2011).

Since tourism is an expenditure-driven economic activity, tourism consumption is the
center of the economic measurement of tourism and the foundation of the economic
impact of tourism (Mihali¢, 2004).Tourism consumption refers to “the total
consumption expenditure made by a visitor or on behalf of a visitor for and during
his/her trip and stay at the destination” (UNWTO, 2010).

THE EFFECTS OF TOURISM ON THE INTERNATIONAL TRADE

For a long time, earning foreign currencies was considered to be the main benefit of
international tourism. The flow of international tourism produces two main economic
effects in the host country: the first one is an income and is linked to the effect of the
tourism multiplier, and the secon one is a stabilizing/destabilizing effect on the
balance of payments (Candela and Figini, 2012).

Every year, more than one billion people travel abroad for vacations, business reasons
or gaining knowledge. The expenditures of these passengers are recorded as an
outflow item in the balance of payments of the host country, that is, they are treated as
import. On the other hand, expenditures by non-residents in the host countries are
recorded as an inflow item, which is seen as export. These two items constitute the
tourism balance of trade, which is the part of the current account section of the balance
of payments.

However, Wiliams and Shaw (1991) point out thatwe should be careful in determining
the real contribution of tourism to the balance of payments. It is crucial to take into
account the total tourism balance of trade, ie the difference between income from the
inbound tourism and expenditures from the outbound tourism.It is also necessary to
take into account the outflow of foreign tourist spending from the economic system
which is the result of the import dependence of the economy, unfavorable ownership
structure of tourism enterprises which also depends partially on the degree of the
domestic production development and its ability to meet tourism needs by domestic
production.We should not ignore the demonstration effect which also stimulates
import due to the fact that the local population is taking over the consumption pattern
of tourists and increasing the demand for imported goods.
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Inbound tourism receipts and outbound tourism expenditures for selected European
Unionmember states are shown in Table 1.

Table 1. The tourism balance of trade in selected EU Member States in 2017 (mil.

US$)
Country Inbound tourism | Outbound tourism | Tourism balance
receipts expenditures of trade

Belgium 13.750 22.995 -9.245
Croatia 11.128 1.399 9.729
Germany 56.173 97.597 -41.424
Greece 18.820 3.308 15.512
Netherlands 20.352 22.044 -1.692
Portugal 21.099 5.647 15.452
Poland 14.083 9.567 4,516

Source: World Tourism Organization, Yearbook of Tourism Statistics, Compendium of
Tourism Statistics and data files

From the data presented in Table 1 it can be seen that the contribution of tourism to
the balance of payments differs between countries. Western and northern European
countries have a negative tourism balance of trade, while southern and eastern
European countries have a positive tourism balance of trade.On a global scale, though,
apart from the sun-sea-sand attraction of southern Europe and consequential high level
of tourism earnings, the high positive tourism balance of trade tends to belong to less
developed countries. Conversely, a deficit in the tourism balance of trade is a
characteristic of developed countries (Mihalic, 2004)

Countries are generally categorized as predominantly emissive or predominantly
receptive, given the stability of their tourism balance of trade. It is important to
distinguish the macroeconomic effect of international tourism in developed countries,
which are both significant emitting and receptive areas, from the effect in developing
countries, which are mainly significant receptive areas (Candela and Figini, 2012).

The developed countries benefit from both inbound and outbound tourism, since
through the consumption of foreign tourists they receive a "new" value in the national
product, which directly affects the external balance of the country and creates
conditions for faster economic development (Jelusic, 2002). On the other hand,
outbound tourism is a negative component of aggregate demand that impedes the
development of the national economy. If the sum of imports and outbound tourism
expenditures is higher than the sum of exports and Inbound tourism receipts, foreign
demand has a negative impact on national income.
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The developing countries often depend on imported foreign goods both for
consumption and for investment purposes. Without the positive role played by
incoming tourism on the balance of payments, the weight of imports in the balance of
payments would be too heavy and would risk to jeopardize the process of
development (Candela and Figini, 2012).The financial inflow from tourist arrivals and
the outflow from the import of goods in the country reimburses for each other in the
balance of payments (Jelusic, 2002).Foreign exchange inflows generated by inbound
tourism can be used to finance imports of intermediate and final goods. Inbound
tourism plays a significant role in developing countries because it enables them to
finance the import of capital and goods, thus starting a virtuous circle of development
(Nowak and Sahli, 2007a).

For a number of countries, the foreign exchange inflow from tourism has been the
most important item of income in the balance of payments for years and constitutes a
very significant factor in economic development.Tourism allows underdeveloped
countries as well as developing countries to become more equal in international
economic relations with developed countries, which isn’t the situation with the
balance of trade, ie the exchange of goods (Unkovi¢ and ZeCevi¢, 2005).However, it is
important to note that the relative importance of tourism with respect to foreign
exchange inflows from tourism is far less important for developed countries
(Vanhove, 2012).

However, increased inbound tourism may couse adverse effect on the balance of
payments through induced changes in traditional export- and import-competing
industries. Countries with floating exchange rates experience upward pressure on the
exchange rate, which decreases their export competitiveness and makes imports more
attractive (Mihali¢, 2013). Although this pressure on the exchange rate completely
nullify the positive effect of inbound tourism on the balance of payments, the country
where the exchange rate isn’t entirely formed on the market and which can "freeze"
the exchange rate, can avoid theadverse impact on imports and exports.

THE TOURISM BALANCE OF TRADE INDICATOR

Although there is an undisputable contribution of tourism to the balance of
paymentsstability, the indicator, which allows the classification of countries according
to the stability of their tourism balance of trade, wasn’t explained in the literature.

For this purpose, a tourism balance of trade indicator is created. The tourism balance
of trade indicator is calculated as the ratio of the difference between inbound tourism
receipts and outbound tourism expenditure compared to the sum of inbound tourism
receipts and outbound tourism expenditure.

47



inbound tourismreceipts — outbound tourism expenditures

e/r = inbound tourismreceipts + outbound tourism expenditures
According to the UNWTO methodology (2018), three basic forms of tourism are
distinguished: domestic tourism, inbound tourism and outbound tourism. These forms
can be combined in various ways to derive the following additional forms of tourism:
internal tourism, national tourism and international tourism. The inbound tourism
comprises the activities of a non-resident visitor within the country of reference on an
inbound tourism trip. The outbound tourism includes the activities of a resident visitor
outside the country of reference, and the international tourism comprises inbound
tourism plus outbound tourism, ie the activities of resident visitors outside the country
of reference and the activities of non-resident visitors within the country of reference
on inbound tourism trips.

Therefore, the tourism balance of tradeindicator can also be calculated as the ratioof
the difference between inbound tourism and outbound tourism compered to
international tourism.

inbound tourism— outbound tourism

f -
E/R international tourism

The value of the tourism balance of tradeindicator can range from -1 to 1 (-1 < Igr <
1).

If the value of the indicator is positive (0 < lgr< 1), the country generates higher
inbound tourism receipts than the outbound tourism expenditures, so it is concluded
that the country is predominantly receptive.If the value of the indicator is negative (-
1< Igr<0), the country achieves higher outbound tourism expenditures than inbound
tourism receipts, so the country is considered to be predominantly emissive.If the
value of the indicator is close to zero (lgr = 0), the country has approximately the
same values of inbound tourism receiptsand the outbound tourism expenditures, so the
country is considered to be emissive/receptive (and in this case, the impact of tourism
on the balance of payments stability is neutral in that country).

THE IMPACT OF TOURISM ON THE BALANCE OF PAYMENTS
STABILITY IN EUROPEAN UNION MEMBER STATES

The World Tourism Organization (UNWTO) data taken from the World Bank
database (WDI database) were used to calculate tourism balance of trade indicator for
European Union member states. According to the theoretical definition of indicators,
two time series were used: receipts from inbound tourism and expenditures from
outbound tourism. Data coverage is from 2010 to 2017.
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Table.2. The values of the tourism balance of tradeindicator in selected EU Member

States
Country | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
AUT | 0,299 0,304 | 0,309 | 0,327 | 0,307 | 0,286 | 0,286 | 0,270
BEL |-0,247|-0,237|-0,240|-0,255|-0,269 |-0,235|-0,258 | -0,252
BGR | 0,592 | 0,603 | 0,568 | 0,533 | 0,512 | 0,454 | 0,436 | 0,391
HRV |0,812] 0,825 | 0,805 | 0,826 | 0,842 | 0,843 | 0,823 | 0,777
CYP |0,202 | 0,220 | 0,236 | 0,301 | 0,245 | 0,266 | 0,264 | 0,274
CZE |0,299| 0,294 | 0,284 | 0,248 | 0,191 | 0,168 | 0,173 | 0,165
DNK |-0,228|-0,214|-0,220|-0,216 |-0,156 | -0,143 | -0,130 | -0,095
EST |0,254 0,218 | 0,235 | 0,241 | 0,258 | 0,234 | 0,198 | 0,211
FIN |-0,079|-0,034|-0,038|-0,050|-0,078|-0,181|-0,202|-0,124
FRA |0,092|0,087 | 0,122 | 0,115 | 0,071 | 0,164 | 0,127 | 0,163
DEU |-0,298(-0,303|-0,302|-0,298 |-0,268 | -0,255 | -0,252 | -0,269
GRC | 0,606 | 0,620 | 0,660 | 0,645 | 0,659 | 0,660 | 0,658 | 0,701
HUN | 0,390 0,407 | 0,429 | 0,451 | 0,468 | 0,477 | 0,464 | 0,479
IRL |0,066 | 0,164 | 0,203 | 0,210 | 0,285 | 0,329 | 0,295 | 0,367
ITA |0,176| 0,202 | 0,219 | 0,238 | 0,224 | 0,235 | 0,235 | 0,230
LVA |-0,006| 0,004 | 0,046 | 0,139 | 0,188 | 0,230 | 0,186 | 0,141
LTU |0,060] 0,212 | 0,175 | 0,125 | 0,133 | 0,073 | 0,071 | 0,095
LUX |0,110 0,161 | 0,271 | 0,262 | 0,285 | 0,247 | 0,241 | 0,243
MLT |0,551] 0,586 | 0,576 | 0,570 | 0,586 | 0,579 | 0,561 | 0,574
NLD |-0,241-0,233|-0,064 |-0,039|-0,092|-0,071|-0,056 |-0,040
POL 0,049 0,135| 0,131 | 0,153 | 0,151 | 0,142 | 0,166 | 0,191
PRT |0,469 | 0,501 | 0,530 | 0,530 | 0,534 | 0,536 | 0,556 | 0,578
ROU |-0,075|-0,065|-0,051|-0,030]|-0,085 |-0,053|-0,063|-0,170
SVK 0,042 | 0,013 | 0,012 | 0,034 | 0,012 | 0,045 | 0,073 | 0,071
SVN 0,328 0,384 | 0,434 | 0,457 | 0,439 | 0,412 | 0,400 | 0,442
ESP | 0,525 0,565 | 0,580 | 0,584 | 0,567 | 0,530 | 0,517 | 0,508
SWE |-0,134|-0,157|-0,160|-0,171|-0,144|-0,121|-0,077|-0,092
GBR [-0,291|-0,240-0,204|-0,183|-0,154|-0,158 | -0,173 | -0,164

Source: World Tourism Organization, World Bank database (WDI database)

From the data presented in Table 2 it can be seen that:

— the group of predominantly receptive countries consists of: Austria, Bulgaria,
Croatia, Cyprus, Czech Republic, Estonia, France, Greece, Hungary, Ireland,
Italy, Latvia, Luxembourg, Malta, Poland, Portugal, Slovenia, Spain,

— the group of predominantly emissive countries consists of 5 countries:

Belgium, Denmark,Finland, Germany, United Kingdom
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— the group of emissive / receptive countries consists of 5 countries as follows:
Lithuania, Netherlands, Romania,Slovak Republic, Sweden.

If it is comparing the balance of trade, which is the largest component of a country's
balance of payments, and tourism balance of trade in different groups of countries, it
can be noted that tourism has different effects on the balance of payments
stability.Figure 1 shows the relationship between the trade balance and the tourism
balance of trade in a group of predominantly receptive countries.
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Fig. 1. The relationship between the trade balance and the tourism balance of trade in
predominantly receptive countries
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Fig.2. The relationship between the trade balance and the tourism balance of trade in
predominantly emissive countries

50



Analyzing the Figure 1, it can be seen that some receptive countries have balance of
trade deficitand othercountrieshave balance of trade surplus. Countries that have
balance of trade deficit and in the mean time, tourism balance of trade surplus,used to
cover the import of goods with inbound tourism receipts. On the other hand, countries
that have both balance of trade and tourism balance of trade surplus, developing
tourism increases the overall positive balance in foreign relations.

Figure 2 shows relationship between the trade balance and the tourism balance of
trade in a group of predominantly emissive countries. The emissive countries, which
are mostly developed countries, have a balance of trade surplus, and in their case a
negative balance of tourism balance of trade diminishes the positive balance of
balance of payments.It should be noted that only the United Kingdom has a deficit of
both the balance of trade and the tourism balance of trade, suggesting that the negative
balance of the tourism balance of trade further stimulates the negative balance of
balance of payments.

CONCLUSION

The contribution of tourism to the balance of payments is cited as one of the most
significant economic benefits of tourism.The development of the tourism balance of
tradeindicators enables the countries to be empirically classified according to the
stability of their tourism balance. The empirical classification of countries according to
the stability of their tourism balance is the basis for further researches in different
fields.

By classifying countries into emissive, receptive and emissive/receptive countries,
their common characteristics are highlighted, which allows them to be analyzed as
homogeneous groups.Analyzing the impact of the tourism balance on the balance of
payments, it is noted that there are two characteristic effects in both groups of
emissive and receptive countries, depending on whether the balance of payments is in
surplus or in deficit.Depending on it, tourism can increase the deficit, increase the
surplus or contribute to the stability of the balance of payments.
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