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Abstract

Tourism is recognized as a very important sector for increasing GDP, creating new jobs, activating the
balance of international trade. However, fierce competition in tourism sector may lead to the negative
economic consequences. The article aims to carry out the economic evaluation of Lithuanian tourism
development indicators. In order to achieve this aim different methods were used: critical analysis of
scientific sources, comparative and systematic analysis of statistical data, correlation analysis (Pearson
correlation coefficient). The impact of tourism on economic growth was assessed by analysing the changes
in the GDP multiplier effect of investments attracted by tourism cluster, taxes collected, and multiplier
effect. It was found that the consumption of tourism products has a significant impact on GDP. Tourism
consumption reflects on accommodation establishments on the basis of income and their impact on GDP,
created in Lithuania. Confirmed the statistical causality of tourism development and the economic situation
in the country. Business development in the tourism sector, establishing new and expanding already
existing enterprises create favourable conditions for the establishing new job vacancies, helps to tackle
unemployment rates.
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1. Introduction

Tourism business development level in the XX century led to the recognition of tourism as a
phenomenon. In many countries tourism is important for creating GDP, new jobs, activating the balance of
international trade. In the modern market, tourism opens up quite a lot of new opportunities for different
types of business and stimulates economic growth. The results of the research confirm that tourism has a
significant impact on construction, agriculture, production of consumer goods and is therefore analysed as
a catalyst for socioeconomic development and is recognized as a priority economic activity in many
countries. Business structures and state institutions are increasingly interested in the impact of tourism on
economic growth. Economic growth caused by tourism is an important subject of discussion to create
country and region development plans, planning economic development, marketing tools and making
business promotion decisions.

Every country participating in international tourist exchanges seeks to promote inbound tourism in
order to strengthen its positive economic impact. The pursuit of economic benefits in the current period and
active competition in the tourism market can lead to aggressive development of tourism, irrespective of the
capacity of the region's tourist resources and infrastructure, which in the longer term is more linked to the
negative impact of tourism business on the economy and the weakening of the region's competitiveness on
the international market. The UN, WTO experts and academics from different countries are paying a lot of

attention to this issue.

Research aim: to carry out the economic evaluation of Lithuanian tourism development indicators

Research object: Lithuanian tourism development

Research tasks:

1. To study the theoretical aspects of tourism development and its evaluation.

2. To describe the importance of tourism for the country's economic development.

3. To determine the impact of Lithuanian tourism development on Lithuania's economic growth.

Research methods: critical analysis of scientific sources, comparative and systematic analysis of

statistical data, correlation analysis (Pearson correlation coefficient).

2. Literature Review and Theoretical Framework

Business structures and governmental institutions are more and more interested in the impact of
tourism on economic growth. Tourism-driven economic growth is an important subject of discussion for
creating country and region development plans, planning economic development, marketing tools and
making business stimulation decisions.

Tourism is an active generator of cross-border exchange of goods manufactured by different
industries. The tourism industry by its nature is not only oriented to residents of the country. Foreign tourists
use the supply of local tourism market operators, natural resources, pay for utilities, and all this have a

positive impact on the local economy. Travelers going to another country increase the volume of trade,
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financial income, which creates jobs, helps to collect more taxes and stimulate other economic activities.
The economic impact created on the basis of foreign tourists' expenses can be analysed as the basis for the

economic product of inbound tourism impact to economic growth.
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Figure 01. Inbound tourism impact on economic growth

Source: created by author

As shown in Figure 1, the main elements of tourism economic product supply are capital investment,
increasing labour productivity, efficient use of territories and the application of advanced technologies.

Many experts consider tourism as a highly capital-intensive business. This is due to the complex
structure of the tourism industry, characterized by complex interconnections and a large investment-
intensive infrastructure. Halloway (2012), analysing the impact of tourism on the national economy,
highlighted the problem of this assessment. It is impossible to separate tourism development from the
overall economic development of the country, investments in the tourist cluster are closely linked to
investments in other sectors of the economy and due to their economic capacity (Kvartalnov, 2000).
Tourism is a rather attractive area for investment: some tourism businesses do not require large investments
in the beginning; the market for tourism is successful for large, medium and small enterprises; tourism
companies have intensive capital flow; it is possible to benefit from currency operations because of inbound
tourism (Kurbatov, 1997).

Increasing labour productivity in tourism business cannot be considered unambiguously. Tasks
distribution, sharing and work performance in tourism must be based on rationality principles, but
traditional productivity measures as much as it is related to industrial production, can hardly be transferred
to tourism sector, as such work method may be unacceptable for visitors (McIntosh, 1995). Unlike in a day-
to-day environment, during the trip other values are highlighted, with particular emphasis on personal
service, for which some segments of visitors are determined to pay quite a lot of money.

Serving visitors at the same time can be complex and specific: complex because it offers a

satisfaction of the whole tourist needs, specific because its organization and structure are fundamentally
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different from the service in a permanent place of residence. The level of complexity and specificity is one
of the most important criteria for tourist service quality (Occupation in the Tourist Sector, 1994).

One example of complexity is the effective use of territories, which can be expressed in the ability
to combine different economic goals and functional purpose. It opens up broad opportunities for economic
activities development, usage of available natural resources. It is also possible to harmonize certain aspects
of the activities, such as hydroelectric activities and the recreational use of water bodies. The result is
greater economic benefit.

The increasingly dominant need for independence and autonomy that promotes the development of
individual tourism, is given as an example of tourist service specificity. This is confirmed by the decreasing
number of people using traditional travel agencies. In order to create conditions for individual tourism, it
is necessary to integrate into international information transfer systems, widely use computer reservation
systems and other advanced technologies (Marikyanov, 1997). The application of modern technologies in
tourism activities is one of the most important topics for the development of the tourism cluster. Developing
international cooperation in the field of tourism, increasing travel distances and intensifying individual
tourism creates a necessity to develop tourism in a modern technological environment.

The impact of tourism on economic growth is generally expressed as a change in national income.
WTO experts, summarizing the inbound tourism economic product trade statistics, acknowledge that the
reliability of this data is limited. It is very difficult to assess the impact of the economic product of inbound
tourism on the creation of national income, as there is very little information on this issue; practically there
are no such research and calculation methods (OECD, 2000). So far, mostly only the overall impact of
tourism on national income has been analysed.

According to Romikaityté and Kiseliauskas (2012), the tourism sector and its development are
directly affected by each country's economy, as tourism is distinguished as one of the economic sectors.
The quantitative impact of tourism on the economy of the country is identified, besides the obvious aspect
of influence it is also possible to see the qualitative, less tangible influence of tourism on the national
economy:

= Multiplier effect;

= Employment diversification and new entrepreneurship opportunities;

= Demographic changes;

= Development of the society's worldview.

Ivankovich (2015) analyse the economic impact of tourism development and presents an
interdisciplinary methodological approach that first identifies traditional elements of the cultural landscape,
combining it with precise historical data and cartographic materials available today. Such an
interdisciplinary approach, which takes into account not only tangible economic benefits, but also cultural
and highly relevant ecological aspects, is also supported by Yip, Mohd, Wm, & Manohar, 2015). Authors
in the analysis of tourism development focused on eco-tourism. They formed the assumption that the
development of eco-tourism can ensure sustainable use of tourist sites, creating material benefits not only

for the state but also for the inhabitants of a specific area.
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An analysis of scientific sources revealed that the issue of sustainability must be inseparable from
the social utility criterion. Contrary to what the authors have already discussed, Alvarez (2014), analysing
the impact areas of tourism, noted that tourism development initiatives that include viability in
sustainability are intended to reduce the negative impact of tourism.

Assessing the impact of tourism on economic growth is often not objective. Sometimes the apparent
tendency to overestimate the economic benefits of tourism is explained by several reasons. The economic
significance of inbound tourism gives greater recognition to tourism business activities. And this is often
transformed into tourism-friendly solutions or public policies (The evolution in vacation travel facilities
and in the flow of tourism in and outside the European Community, 1994). Tourism needs public support,
it depends to a large extent on other types of business, including the public and local populations. The
economic benefits and costs of inbound tourism in one or another way essentially affect every resident of
that region. An analysis of the impact of tourism on economic growth compares the positive and negative
outcomes of the economic impact of the inflow tourism economic product and helps to better understand
the importance of incoming tourism for the regional economy.

The economic impact of tourist expenses on economic growth is often evaluated using multiplier.
As local companies are dependent on other companies, suppliers, any changes in travel costs encourage
changes in the production, income, employment, and exchange rates of other branches of the economy. A
multiplier is used to analyse tourism activity - the ratio of one of the main economic indicators to the change
in travel costs, such as production (employment, income) and tourist costs (Lundberg, 1995).

An analysis of the economic impact of tourism helps to better understand the economic structure of
the country and the interdependence of individual branches of the economy, and to assess the contribution
of inbound tourism to the regional economy. The main economic impact of the economic product of
inbound tourism on the regional economy is as follows (Kiefl, 1994):

= Travel expenditure in the region;

= the volume of local business, developed through inbound tourism;

= the amount of tourism income from local households and businesses;

= number of jobs created by tourism;

= the proportion of tourism-generated taxes.

The analysis of the economic impact of tourism largely contributes to the promotion of qualitative
regional development and helps to more objectively justify the decisions. The most common use of the
results of the economic impact analysis of the inbound tourism product for the development of the regional

economy:

1) the economic assessment for the effects of changes related to inbound tourism on recreation and
tourism supply possibilities (quantity, quality, opening of new establishments, closing old establishments,
capacity and quality of equipment);

2) assessment of changes in the economic value of recreation and tourism related to incoming
tourism (taking into account population fluctuations, regional competitiveness, marketing, changes in

demand);

731



https://dx.doi.org/10.15405/epshs.2019.01.02.62

Corresponding Author: Edita Baranskaité

Selection and peer-review under responsibility of the Organizing Committee of the conference
elSSN: 2357-1330

3) assessment of other factors directly or indirectly related or affecting recreation and tourism.

4) the perception of the economic structure and its internal elements in recreational and tourist-
oriented regions. It helps to influence the region's economic stability and development.

In the current situation, one of the ways to ensure a high level of inbound tourism competitiveness,
as in many other sectors of the economy, is the technical reorganization of the material base. This cannot
be achieved without transferring it to a qualitatively higher level of material provision and without attracting

additional financial resources without rational use of them in the realization of investment projects.

3. Research Method

Quantitative indicators that will reveal the positive and negative aspects of tourism development
were selected for economic impact on tourism development analysis:
= Tourism sector income and GDP ratio;
= Consumption of tourism services and GDP ratio;
= Tourism products consumption and general products ratio;
= Analysis of employment changes in the tourism sector;

= The ratio of employment in the tourism sector to the unemployment rate in Lithuania.

In order to prove the economic evaluation of tourism development, the correlation method chosen
by Kasiulevicius and Denapiené (2008) is used to determine the strength of the relationship between the
signs. In practice, the correlation of Pearson or Spearman can be chosen as an analysis method but taking
into account the fact that the collected quantitative data is distributed according to the normal principle.
The Pearson correlation coefficient, whose value always fluctuates in the range [-1; 1] was selected for the
assessment. In the following analysis, the statistical significance of the selected variables is evaluated and

the conclusions summarizing the analysis are presented.

4. Findings

Consumption of tourism services and products can have a significant impact on the country's GDP.
It is important to analyse whether a statistically significant relationship can be established between these
variables. Inbound tourism consumption and GDP Correlation Analysis is performed by using the statistical

correlation analysis method and calculating the Pearson correlation coefficient (Fig. 2).
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Figure 02. Inbound tourism impact on GDP correlation analysis

Source: created by author

It can be noted that inbound tourism consumption has a strong positive effect on the GDP produced
in the country. A correlation analysis of local tourism consumption and GDP is performed (Fig. 3) in order

to determine whether inbound tourism is more important than local tourism.
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Figure 03. Local tourism consumption impact to GDP correlation analysis

Source: created by author

Based on the obtained correlation coefficient, it can be stated that the consumption of local tourism,
as well as inbound tourism, makes a statistically significant impact on the country's GDP. Comparing the
results of the correlation analysis presented in Figures 1 and 2, it can be observed that the impact of local
tourism consumption is slightly higher than the impact of inbound tourism, but both variables are important
not only in developing the tourism sector but also in improving the overall economic situation in the

country.

The statistical correlation analysis method was applied to analyse the impact of tourism income on
Lithuanian GDP. This case checks the assumption that the income received in the tourism sector affects the
overall economic situation of the country. To verify the existence of a statistically significant relationship
between the analysed parameters, the Pearson correlation coefficient index is used to evaluate the obtained

p value (Fig. 4).
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Figure 04. Accommodation establishments income and GDP correlation analysis

Source: created by author

After calculating the Pearson correlation coefficient, the obtained correlation coefficient is 0.971,
which indicates that there is a very strong statistical relationship between the selected variables. Based on
this data, it can be stated that the income of an accommodation establishment is significant for GDP growth
and therefore has a positive economic impact.

Analysing the development of tourism and focusing on accommodation establishments, it can be
analysed the change of other accommodation establishments number, the number of tourists
accommodated. It is possible to analyse whether the growing number of inhabited tourists could have
affected the increased incomes of these institutions (Fig. 5).
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Figure 05. Accommodation establishments income and accommodated tourists number correlation

Source: created by author

It was found that the Pearson correlation coefficient is 0.989, which indicates that there is a
statistically significant relationship between the selected variables. Such calculation results are not
surprising, as the income of the accommodation establishments depends directly on the flow of tourists,
and as a result, income of such companies increases.

When analysing the statistical link between the accommodation establishments income and the

number of institutions themselves, the correlation coefficient is equal to 0.99, indicating a statistically
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significant correlation between these variables. Based on these results, the changes in the tourism sector
are significant to GDP generated by the country. As the network of accommodation establishments grows,
its demand in the context of both local and incoming tourists increases, while helping to generate higher
revenues that have a positive economic impact on the country's GDP. All these changes in accommodation
establishments indicate that tourism development is economically beneficial not only for developing or
creating new businesses, but also for the whole country.

When analysing the impact of tourism on the employment situation, it is very important to analyse
how the development of the tourism sector can affect this indicator. In this context, it can be assumed that
newly established establishments create new jobs that contribute to the overall solution to the problem of
unemployment in the country. It is important to assess the statistical significance of these two variables in
order to confirm or deny the impact of the number of employees working in accommodation establishments
on the level of unemployment problems at country level. The calculated Pearson correlation coefficient of
0.967 reveals that there is a very strong statistical relationship between these variables. It can be concluded
that the development of a network of accommodation establishments, which is considered to be one of the
most characteristic economic sectors of the tourism sector, creates new jobs that contribute to the reduction
of the country's unemployment rate. Thus, tourism development positively affects the country's
employment situation.

Although the main focus is on the network of accommodation establishments, it is possible to briefly

review other economic activities related to tourism development (Figure 6).
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Figure 06. Changes of employee number in tourism related fields 2011-2015

Source: created by author by Statistics Lithuania

According to Figure 8, the distribution of employees in different economic activities during the
analysed period shows that the largest share of employees is in hotels and similar establishments. During
the analysed period, the share of employed in this economic activity increased by 1.9%. The lower growth

of the number of employees is recorded in restaurants and similar establishments - 0.9%.
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As the development of tourism is inseparable from the communication system, the tourism sector
economic activity characteristic also includes: employees in rail, land, air and water passenger transport.
The employment situation in these types of economic activity was similar during all analysed period. The
share of employment in rail and water passenger transport remained unchanged, even though a slight
increase in employment was recorded in 2013 while other transportation system elements faced more
significant changes. Percentage of employed people in land passenger transport was 7.5% in 2011 and
increased by 0.6% in 2015 and reached 8.1%. The share of passengers in air transport has increased, but
only 0.2%.

The tourism sector is also integral to the activities of travel agencies. Significant growth was
observed in the analysis of the number of people employed in accommodation establishments, however, no
significant growth was observed in travel agencies and other similar establishments. Comparing 2011 and
2015 indicators show that the share of employment in these institutions increased by only 0.7% and in 2015
reached 3.3% of all employed people. Such indicators suggest that, unlike in the case of accommodation
establishments, travel agencies and other similar activities did not become so intense in Lithuania. Such a
"stagnation” can be influenced by the tourists travel habits, the demand for services offered by travel
agencies does not grow so intensively. The development of information technology and the increased
number of opportunities on the Internet can also be the cause. The creation of intelligent and functional
apps have simplified the travel planning process for tourists, as using certain filters offer only both sides
acceptable solutions in terms of time or comfort. Emerging information technologies partly affect the
development of this type of economic activity, and it is not possible to see significant changes.

The employment situation has improved in both cultural activities and sports or other recreational
activities, e.g., both in one and the other case - 0.8% growth over the analysed period. The increase in the
number of employed persons makes it possible to assume that the supply and demand of products and
services created in the tourism sector are increasing, which also results in newly created jobs that have a
positive impact on the overall employment situation in the country.

2013-2017 analysis of the quantitative changes in the tourism sector has shown that this sector is
becoming increasingly important for the entire economic situation in Lithuania. Assessing the consumption
of tourism products, changes in accommodation establishments on the basis of incomes and their impact
on GDP created in Lithuania, it was found that changes in the tourism sector have a significant impact on
GDP. Summarizing the impact of tourism development on employment, it can be noted that business
development in the tourism sector, the creation of new and expanding already existing enterprises create
favourable conditions for the creation of new jobs. Tourism development contributes not only to the
creation of new jobs, but also helps to tackle unemployment rates. As tourism development creates
favourable opportunities for the creation of new businesses, it can be concluded that the creation of new

businesses creates new jobs, and therefore the impact of tourism on employment cannot be ruled out.

5. Conclusion and Discussions

The variety of tourism development evaluation criteria promotes the analysis of tourism
development not only through the economic benefit, therefore social, cultural, ecological and sustainable

aspects of development also become important. The tourism sector is defined as dynamic and constantly

736



https://dx.doi.org/10.15405/epshs.2019.01.02.62

Corresponding Author: Edita Baranskaité

Selection and peer-review under responsibility of the Organizing Committee of the conference
elSSN: 2357-1330

changing, and therefore ongoing development encourages the improvement of the communication and
communication infrastructure of a geographic area, the quality of people's lives, the creation of new
businesses and the creation of new jobs, the promotion of greening, the use and conservation of natural
resources. it is important that development takes place in different aspects. Through the consistent
development of tourism, a positive image of the country is created at the international level, therefore, this
sector of the economy should be given a high level of attention from the state politicians, developing a
well-developed tourism policy and long-term strategies.

The impact of tourism on economic growth was assessed by analysing the changes in the GDP
multiplier effect of investments attracted by tourism cluster, taxes collected, and multiplier effect. The
impact of tourism on economic growth is compounded by the growing demand for tourism, which is shaped
by technologies, investments, increased territories and work productivity.

Analysis of the impact of Lithuanian tourism development on Lithuania's economic growth revealed
that quantitative changes in the tourism sector have a significant impact on the country's GDP. There was
also a causal and statistically significant relationship between the employment situation in the tourism
sector and the overall unemployment rate of the country. The consumption of tourism products / services
has been analysed as one of those indicators, which revealed that with the growth of tourism consumption,
while the country's GDP grows, the employment situation in the tourism sector is improving and new

tourism enterprises are developing.
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