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The tourism industry is expanding globally, and currently represents the third 
largest sector of the EU economy. However, tourism as a category of international 
trade has mostly remained unstudied. This study meets that need and has fulfilled 
the following objectives: to assess the contribution of the tourism sector to GDP 
in the EU member states and its relevance in international trade, and to verify the 
applicability of theoretical concepts of international trade to the tourism sector. 
This study has revealed that the share of tourism in country’s GDP and exports 
is related to the existence of comparative advantages. In the context of Ricardian 
and Heckscher-Ohlin models, it has been shown that comparative advantages and 
factor endowments are key determinants of international trade, as the exports and 
imports of travel reflect them. Moreover, it has been determined that geograph-
ic location is also an important contributor to a nation’s comparative advantages.
These results can provide a new insight into tourism as an important export in-
dustry for individual European economies. The original contribution of this paper 
is that it provides a complex overview of the contribution of international tourism 
to the EU economies, and it extends the empirical literature in verifications of the 
applicability the classic theories of international trade to the EU tourism sector.

Keywords: tourism, GDP, EU, international trade, BoP, comparative advantage, 
Balassa index.

Introduction
Despite occasional fluctuations, the tourism indus-
try has been dynamically developing throughout 
the past decade. Likewise, over the past six decades, 
tourism has experienced tremendous growth from 
25 million international tourist arrivals in 1950 (1% 
of the world’s population), to 1,035 million in 2012 
(14.7% of the world population) (Population Refer-
ence Bureau, 2012). The substantial growth of tour-
ism activity makes it one of the most remarkable 
economic and social phenomena of the past centu-
ry (UNWTO, 2008).

As an internationally traded service, tourism has 
become one of the world’s major trade categories. 
According to recent UNWTO statistics, tourism ex-
ports account for 30% of the world’s exports of com-
mercial services and 6% of overall exports of goods 
and services (UNWTO, 2013). The impacts of tour-
ism run deep into the global economy, as it stimu-
lates the development of accommodation, as well as 
transportation infrastructure. 

Among the world’s regions, Europe is a leading 
tourism destination. Notwithstanding the fact that 
tourism is often placed among the world’s largest 
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economic industries, there is a lack of publications 
focused on the evaluation of tourism as a category 
of international trade. Therefore, this study has the 
following objectives: to assess the contribution of 
the tourism sector to GDP in the European Union 
(EU) member states and its relevance in internation-
al trade, and to verify the applicability of theoreti-
cal concepts of international trade to the EU tourism 
sector. Through the use of a balance-of-payments ap-
proach and the analysis of the major theories of in-
ternational trade, the above-mentioned objectives 
will be achieved. In this research, 25 EU countries 
(EU-25) were analysed. The choice of the countries 
was made because all of them have been EU members 
since 2004, which thus offers a consistent framework 
of harmonized statistical data for analysis.

Background 
Overview of European Tourism Industry
In 2012, Europe accounted for 535 million foreign 
tourists, representing 51% of all international tour-
ist arrivals worldwide. Furthermore, Europe holds 
the largest share of international tourism receipts 
(43% share), reaching US$ 458 billion in 2012 (UN-
WTO, 2013). Specifically, about 84% of tourist trips 
were made within the EU, thus making the EU tour-
ism industry of particular importance. According to 
Eurostat statistics, the export of tourism services in 
EU-25 countries amounted to 280.118 billion euros 
in 2012 (Eurostat, 2013). Moreover, the net export of 
tourism of EU-25 countries amounted to 19.9 billion 
euros, providing additional evidence of the contribu-
tion of tourism to the EU’s economy.

Tourism continually creates growing numbers 
of businesses and employment opportunities world-
wide as well as in many European countries. Ac-
cording to Eurostat statistics, tourism includes 1.84 
million businesses employing about 12–14 million 
of people (Tourismlink, 2012). An average growth 
of 2.88% in international tourist receipts in EU over 
the period 2010–2012 outpaced the EU average GDP 
growth of 0.93% (Eurostat, EU member states GDP 
growth rates, 2013). This makes tourism important 
for the both employment opportunities and overall 
export revenues. 

As an internationally traded service, tourism has 
become one of the world’s major trade categories and 
fastest-growing economic sectors in the world; this 

has become particularly evident recently (UNWTO, 
2013). The growth rate of travel and services export in 
the EU-25 outpaced the export of goods during the 
period of 2004–2012, as shown in Figure 1.

Figure 1 Trade Balance, Balance of Services, and Travel 
Balance Developments in the EU-25 Countries 
as a Percentage of GDP, 2004–2012

 Source: AMECO database, own elaboration.

Furthermore, the composition of international 
trade is very closely related to the structures of econo-
mies. In recent decades, a considerable shift in struc-
tures of European economies has occurred. This is 
consistent with the global trend of a growing share 
of the tertiary sector, which is composed of services, 
in many economies. For instance, 25 member coun-
tries of the European Union have an average share 
of services as 59% in their economies over the period 
2004–2012 (Eurostat, 2013; Bolotov et al., 2013).

Since this research is focused on European tour-
ism, it is necessary to mention that international 
tourism has become an important industry for some 
individual European economies as it promotes ex-
port revenues and, therefore, may help to allevi-
ate the pressure on their balance of payments (Iva-
nov & Webster, 2007). The large, persistent current 
account deficits in several European countries have 
led economists to examine the primary components 
of the balance of payments and possible measures 
to improve this situation. In many economies, tour-
ism has been found to be a significant contributor to 
currency inflows and outflows. Therefore, European 
governments have recently strengthened support for 
tourism and consider this sector to have the potential 
to back economic recovery, given its capacity to dis-
tribute wealth and create jobs across the region.
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The Theories of International Trade
The significant role of international trade in the EU 
economies induces the need to explain the rationale 
of its existence and discuss the underlying theoretical 
background of this phenomenon. International trade 
is an integral part of countries’ economies through-
out the world and is a vehicle for companies to sell 
goods and services. It enables access to global mar-
kets for manufactured and agricultural goods, ser-
vices and natural resources; therefore, international 
trade is an important determinant of a country’s eco-
nomic well-being. Over time, the structure of econo-
mies evolve and change, new industries emerge and 
significantly affect customers’ demands. All these 
factors affect the composition of international trade, 
i.e. categories traded internationally. The emergence 
of the relatively new and fast-growing global eco-
nomic sector of tourism reflects such changes. 

Since countries evaluate the contribution of in-
ternational tourism through their travel balances, an 
analysis of travel flows is made within the framework 
of international trade in this study. 

The nature and the determinants of internation-
al trade have been extensively studied in the past, 
and multiple theories have emerged. The major mod-
els, such as those of Ricardian and Heckscher-Ohlin, 
represent the theoretical background in explaining 
the international trade in goods. More recently, how-
ever, service trades, including the travel sector, have 
been rapidly evolving. Tourism as an internationally 
traded service has become one of the world’s major 
trade categories; Europe has retained the leading po-
sition in this category. 

The theory of international trade is conceived as 
offering a universal explanation for trade flows. At 
the same time, the nature of tourism services is dif-
ferent from that of the goods on which the domi-
nant models of international trade were formulated. 
Traditionally, general factors of production (land, la-
bour and capital) provided the basis for these mod-
els. However, in the tourism sector, other factors, 
such as geography (which determines climate), natu-
ral and cultural attractions, are essential. Moreover, 
tourism products cannot be stored, and it is neces-
sary to travel to consume them; therefore, it is heavi-
ly dependent on place.

Consequently, this study analyses wheth-
er the main theoretical models (e.g. Ricardian & 

Heckscher-Ohlin) are suitable to explain the inter-
national trade in tourism services. In doing so, the 
application of the relevant indicators, such as the Ba-
lassa index, provides clarification on the comparative 
advantages of the European tourism sector. This in-
dicator helps to answer the major question of wheth-
er the theories formulated for trade with goods are 
valid for trade with services. The application of inter-
national trade theoretical models to trade with tour-
ism services is performed on the example of 25 EU 
countries, because Europe is one of the leading re-
gions in the global economy and international trade. 
This is discussed and verified in the further sections 
of this study.

Methods
In this research, 25 European Union countries were 
analysed. The choice of the countries was made be-
cause all of them have been EU members since 2004, 
which offers a consistent framework of harmonized 
statistical data for analysis for all countries.

All the data used in the present research was col-
lected from the Annual Macro-Economic Database 
of the European Commission (AMECO), The Statis-
tical Office of the European Union (Eurostat), and 
Organization for Economic Cooperation and De-
velopment (OECD) statistical databases (European 
Commission, AMECO, 2013; OECD, Statistics, 2013; 
Eurostat, 2013). Travel export is considered as a seg-
ment of overall export. Nominal monetary values 
were used for relevant calculations in the study. The 
software used for the data processing was Microsoft 
Excel. European travel industry statistics were ana-
lysed for the period from 2004 to 2012, due to availa-
bility of data as on 1 May 2014.

A balance of payments approach was employed 
for the purposes of present research (Internation-
al Monetary Fund [IMF], 1993). The balance of pay-
ments (BoP) is a universal source of information 
that allows assessing the economic impacts of in-
ternational tourism on European economies. There-
fore, the BoP has a universal application for differ-
ent countries and contains statistics of currency re-
ceipts and expenditures from international tourism. 
This approach provides a basis for assessing the eco-
nomic impacts of international tourism on Europe-
an economies.
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The insights of major theories of international 
trade such as Ricardian and Heckscher-Ohlin (H-O) 
were used in tandem to determine the comparative 
advantages and structures of the selected countries’ 
international trade as well as in order to test their ap-
plicability to the tourism sector (Krugman & Obst-
feld, 2003; Leamer, 1995).

The United Nations Conference on Trade and 
Development (UNCTAD) releases measurements of 
comparative advantage of a given sector in nation-
al exports based on the Balassa index. Therefore, the 
determination of the comparative advantage in this 
publication was performed using the Balassa index 
(BI) (Balassa, 1989; Hinloopen & Marrewijk, 2001).

The BI as a product of the concept of revealed 
comparative advantage refers to the relative export 
performance of a country in a particular commodi-
ty trade. The notation ‘revealed’ is derived from the 
concept that the commodity pattern of trade would 
‘reveal’ the comparative advantage of trading coun-
tries. This analysis was performed for EU-25 econ-
omies in order to determine whether tourism is a  
strong sector in a country’s exports. In this paper, the 
Balassa index (Bij) is calculated as: 

Bij = Xij / XiEU 

where Xij is the share of product i in country j’s 
total exports and XiEU is the share of the same prod-
uct in total EU-25 exports. 

The BI values higher than 1.0 show the existence 
of comparative advantage, and the BI values below 
1.0 do not confirm this in the set of countries ana-
lysed. The BI considers only exports; it is also known 
as the export performance index. It is worth noting 
that some argue that the BI can be biased due to the 
omission of imports, especially when country size is 
taken into consideration (Greenaway & Milner, 1993). 

Results
International tourism is an important sector in the 
European economies, as a redistribution of wealth 
from the north to south has coincided with ma-
jor tourist flows for many decades. For example, in 
Greece, Malta, and Spain, international tourism is 
a significant source of export earnings. In addition, 
it is necessary to state that international tourism is 
recognized as a significant segment in most of South 
European economies. At the same time, for the ma-

jor source markets for international tourism, such 
as Germany, Scandinavian countries and England, 
tourism represents only a small percentage of their 
total expenditures on imports of services, despite the 
large volume of outbound travel. 

At all times, geographic location plays an essen-
tial role for the economy and trade relations, and 
the tourism industry is no exception. Until recently, 
there has been a lack of research focused on the ex-
amination of relationships between travel balances of 
countries and their geographic locations. 

This study analyses the share of travel balanc-
es to GDP in relation to geographic location of EU-
25 member countries over the period 2004–2012. It 
has revealed that the countries of Northern Europe, 
Germany, and the Netherlands have long-term neg-
ative travel balances, making them tourist-generat-
ing areas. In contrast, countries in Southern Europe 
as well as in Central Europe have demonstrated pos-
itive travel balances that show them to be tourist-re-
ceiving areas for the examined period of 2004–2012. 
This confirms the reality of tourist-generating areas 
and tourist-receiving areas, which is consistent with 
the concept of the geographical components of the 
tourism system (Boniface & Cooper, 2009).

The results are visualized in Figure 2, in which 
travel balance average values are plotted togeth-
er with the countries’ current account averages over 
2004–2012. Both values were expressed as a share of 
the GDP.

Figure 2 Travel Balances and Current Account as a Per-
centage of the Country’s GDP, Annual Average, 
2004–2012

In addition, countries abbreviations used in Fig-
ure 2 are provided in Table 1.
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Additional findings can be drawn from Fig-
ure 2. The most favourable average travel balance 
to GDP is achieved by Spain (2.8%), Greece (4.0%), 
Cyprus (6.0%), and Malta (8.9%). Moreover, tourism 
is an important item of export in those economies. 
The above-mentioned four countries showed aver-
age share of travel on total exports as follows: Spain 
(15.0%), Greece (23.4%), Cyprus (26.0%), and Malta 
(14.0%). At the same time, these four countries had 
negative current account, due to the significant im-
port of goods. However, positive travel balances en-
able to partly mitigate the adverse impacts of foreign 
trade balances in the aforementioned countries. 

On the other side are countries such as Germany 
and the Netherlands, where a negative travel balanc-
es and positive current account were found. The aver-
age share travel balance and current account to GDP 
for Germany were -1.4% and 6.1%, and for the Neth-
erlands -0.9% and 7.4%, respectively. These countries 
are typical examples of highly diversified export-ori-
ented economies, where the high volume of export 
of goods outweighs negative travel balances. More-
over, in Germany and the Netherlands, tourism con-
stitutes only a small proportion of total exports of 
2.4% in average.

The least favourable situation for both the trav-
el balances to GDP and current account was found 
in United Kingdom. This economy had negative 
values in both trade and travel balances, which in-
dicate the excess of imports in goods and tourism 
over exports.

Finally, only two EU economies (Austria and 
Luxembourg) had both positive travel balances and 
current accounts. In the case of Austria, the positive 
travel balance of 2.2% to GDP and current account 
2.8% indicates diversified exports, for which tourism 
had about 10% share on the total exports. At the same 
time, Austria had a more than a 70% share of goods 

in exports in contrast to Cyprus, which had only a 
17% share of goods in exports. Luxembourg gained 
enormously from its geographical location, which 
enabled it to remain in positive values of both trade 
and travel.

The explanation of this unequal travel balances in 
EU-25 is provided in connection to the comparative 
advantage calculations. 

Comparative Advantages in Travel Export
In connection to the first finding that geographic lo-
cation, to a certain extent, determines travel balanc-
es in EU-25 countries, this research examines wheth-
er the countries recognized as tourist destinations 
have comparative advantages in the export of trav-
el and whether they use them. Throughout the past 
two centuries, comparative advantage theory has re-
mained one of the principal explanations of existence 
of international trade.

An analysis of the relationship between compara-
tive advantage and the share of tourism in overall ex-
ports will reveal the countries in which tourism is an 
important trade category. For the purposes of assess-
ing the comparative advantages in travel exports, the 
BI was employed.

The BI enables finding the revealed comparative 
advantage in certain segments of exports calculated 
for an individual country in relation to the reference 
group of countries subjected to the analysis. The na-
ture of the BI aids in distinguishing countries in re-
lation to share of export of travel to overall exports. 
As a result, the existence of two groups of countries 
was found: those that have index values higher than 
1, and those with the values below 1. 

Figure 3 demonstrates the BI average values for 
travel and goods along with the shares of overall ex-
ports of goods, services to GDP and exports of trav-

Table 1 The EU Countries Abbreviations

AT Austria EE Estonia HU Hungary LU Luxembourg SK Slovakia

BE Belgium FI Finland IE Ireland MT Malta SI Slovenia

CY Cyprus FR France IT Italy NL Netherlands ES Spain

CZ Czech Republic DE Germany LV Latvia PL Poland SE Sweden

DK Denmark EL Greece LT Lithuania PT Portugal UK United Kingdom
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el to GDP for 25 EU countries over the period 2004–
2012. 

Figure 3 Composition of Export and the Balassa Index 
for Export of Goods and Travel, Annual Aver-
age, 2004–2012

 Source: Eurostat, own elaboration. 

The highest values of the BI for the travel sector 
were found for Cyprus, Greece, Spain, Portugal, Aus-
tria, and Malta. North European countries have the 
lowest BI values and, therefore, do not possess com-
parative advantages in export of travel. 

The relationship between the BI values and trav-
el exports was analysed. Statistical analysis provided 
a strong and significant positive correlation between 
travel exports and the BI values with the correlation 
coefficient 0.67.

In addition, it is evident from Figure 4, that coun-
tries with the higher values of the BI for travel simul-
taneously have lower shares of goods in their exports. 
Statistical analysis revealed a strong negative corre-
lation between the BI values for export of goods and 
BI values for export of travel. The correlation coeffi-
cient is -0.66.

These results are consistent with the Ricardi-
an and H-O theory of international trade proposing 
that a country specializes in those kinds of export 
categories for which it has a comparative advantage. 
Therefore, Figure 4 confirms that the countries that 
have comparative advantages in travel exports do not 
have them in exports of goods.

At the same time, comparative advantages ex-
pressed in BI values represent just a prerequisite for 
exports of particular items. Therefore, this study has 
verified whether the countries recognized as tourist 
destinations in fact do use their comparative advan-

tages in the export of travel. This was calculated as 
the relationship of travel export to the total export.

Figure 4 EU-25: The Balassa Index for Export of Goods 
and Travel, Annual Average, 2004–2012

 Source: Eurostat, own elaboration. 

The share of travel export to the total export in 
EU-25 countries over 2004–2012 is provided in Fig-
ure 5.

Figure 5 Average Share of Travel Export in Total Exports 
over the Period 2004-2012 

 Source: Eurostat, own elaboration.

Cyprus and Greece possesses the highest share of 
tourism in their overall exports, followed by Spain, 
Portugal and Malta. To a certain point, this con-
firms the use of comparative advantages for tourism 
exports, but it simultaneously highlights the risk of 
limited numbers trade categories in their exports.

0.0 

1.0 

2.0 

3.0 

4.0 

5.0 

6.0 

0% 

10% 

20% 

30% 

40% 

50% 

60% 

70% 

80% 

90% 

100% 

BE
 

CZ
 

DK
 

DE
 

EE
 

IE
 

EL
 

ES
 

FR
 

IT
 

CY
 

LV
 

LT
 

LU
 

HU
 

M
T  N
L  

AT
 

PL
 

PT
 

SI
 

SK
 

FI
 

SE
 

U
K  

Ba
la

ss
a 

in
de

x 
(e

xp
or

t o
f g

oo
ds

, e
xp

or
t o

f t
ra

ve
l)

 

Sh
ar

e 
of

 e
xp

or
t  

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
(g

oo
ds

, 
tr

av
el

, t
ra

ns
po

rt
at

io
n 

an
d 

ot
he

r s
er

vi
ce

s)
 

Share of export of goods 
Share of export of travel 
Share of export of transportation and other services 
Balassa index travel 
Balassa index goods 

0.0 0.5 1.0 1.5 2.0 2.5 3.0 3.5 4.0 4.5 5.0 5.5 

CY 
EL 
ES 

MT 
PT 
AT 
SI 

FR 
EE 
IT 

LU 
CZ 
PL 
LV 
LT 

UK 
HU 
SE 

DK 
BE 
SK 
FI 
IE 

DE 
NL 

Balassa index average (2004-2012) 

Balassa index travel Balassa index goods 

0.0 

5.0 

10.0 

15.0 

20.0 

25.0 

30.0 

NL DE IE FI SK BE DK SE UK HU LT LV PL CZ LU IT EE FR SI AT PT MT ES EL CY 

%
 o

f t
ot

al
 e

xp
or

t 

Average travel (2004-2012) Average travel EU-25 



Alexey Kondrashov and Ondřej Šima
Tourism as an International Trade Category: 

Evidence from the European Union

Academica Turistica, Year 7, No. 2, November 2014 | 119

These results for EU-25 countries show that com-
parative advantages as well as the export of tourism 
services are particularly dependent on geographic lo-
cation.

Discussion
As a dynamically evolving segment of internation-
al trade, tourism has attracted considerable attention 
due to its growing significance to national incomes, 
employment opportunities and overall regional de-
velopment.

Europe has the leading position in terms of inter-
national tourism receipts, expenditures and interna-
tional tourist arrivals. The BoP implications of tour-
ism are particularly important for certain European 
countries. 

Emerging evidence reveals the positive correla-
tion between exports of goods and tourism services 
and long-term economic growth (Cortés-Jiménez, 
Pulina, Prunera, & Artis, 2009; Santana-Gallego, 
Ledesma-Rodríguez, & Pérez-Rodríguez, 2011). In 
the existing literature, inbound tourism is consid-
ered to be a source of foreign capital necessary to 
promote economic growth. Since Nowak et al. (2007) 
proposed the model that describes the mechanism 
of transmission of economic growth from the tour-
ist-generating areas to the tourist-receiving countries 
through trade, the crucial role of international trade 
for the country’s economic development becomes ev-
ident. This evidence appears to be universal, as a re-
cent study by Santana-Gallego et al. (2011) has con-
firmed the complementarity between tourism and 
trade in OECD countries. 

However, until now, very limited research has 
been done in assessing the link between geograph-
ic location, the comparative advantages of countries 
for tourism development and their tourism balances.

This study is focused on estimating the role of in-
ternational tourism in EU-25 economies within BoP. 
Our findings suggest that countries’ geographic loca-
tion is connected with the existence of comparative 
advantages and may predetermine the share of tour-
ism in their total exports. The analysis performed in 
this study has revealed that tourism has the poten-
tial to helping certain South European economies 
to partially stabilize their current accounts. This ef-
fect toward current accounts occurs at least in the 
short run, it was examined in travel balances for the 

2004–2012 period. This research also provides con-
firmation of an important theoretical assumption 
between the long term structural changes in econ-
omies and economic growth (Mihov, 2011). The con-
tribution of tourism to the structural changes could 
be observed using the example of tourism develop-
ment in Cyprus and Greece. Over the past six de-
cades, these countries have experienced a substan-
tial shift in their economies’ structure from the pri-
mary sector to the tertiary sector, with tourism play-
ing an essential role. For these economies, tourism 
represents a relatively new industry that changed the 
structure of exports and led to the growth of their 
economies as well as GDP per capita. Likewise, sev-
eral recent studies have confirmed the positive effects 
of the tourism industry toward the economic growth 
in several Mediterranean countries (Dritsakis, 2012; 
Celik, Ozcan, Topcuoglu, & Yildirim, 2013). 

Figure 6 Variability of Travel Balance and the Current 
Account in the EU-25, Annual Average, 2004-
2012

 Source: Eurostat, own calculations.

The stabilizing effects of tourism have also been 
proven by the recent economic crisis, when the vari-
ability of current accounts has risen substantially; 
while the travel balance has simultaneously remained 
almost constant. In this case, variability for both the 
travel accounts and the current accounts was evalu-
ated using the standard deviation average values of 
balance of travel to GDP and the current account to 
GDP for EU-25 economies over the 2004–2012 peri-
od. According to the author’s calculations, the aver-
age variability expressed as the average standard de-
viation (SD) for the EU-25 current account was 2.8, 
whereas for the travel account it was 0.4 through-
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out 2004–2012. The variability of travel balance was 
the highest for Cyprus and Malta, and the lowest oc-
curred in Italy and Finland. Figure 6 provides visual-
ization of calculations discussed. 

In this research, the insights from the neoclassi-
cal Ricardian and H-O models are used in order to 
build a better understanding of what determines the 
number of export items. The abovementioned mod-
els explain the idea that countries specialize accord-
ing to comparative advantages, and their exports 
match such specializations. Therefore, according to 
these models, countries will export goods and servic-
es that use their abundant and cheap factors of pro-
duction and import products and services that use 
the countries’ scarce factors. 

Since this research is focused on international 
tourism and its role in BoP in 25 EU economies, the 
inclusion of BI was employed in order to confirm the-
oretical assumptions and to identify comparative ad-
vantages. Our results confirm the relationships be-
tween geographic location, the comparative advan-
tages for the development of tourism, and the share 
of tourism in total exports in countries analysed, as 
provided in Figure 3. Countries with favourable trav-
el balances show the higher shares of tourism in their 
exports, whereas countries with negative values of 
travel have smaller exports of tourism.

For instance, the comparative advantages for de-
velopment of the tourism sector are the highest for 
Greece and Cyprus. This assumption was proven by 
present research; it was found that tourism has a ma-
jor share in the structure of services in their econ-
omies and in their exports. In addition to the com-
parative advantages, the size of the economy can (to 
a certain extent) influence the export of travel ser-
vices. For instance, in case of Spain, despite the high 
comparative advantage for export of travel services, 
tourism appeared to be less important in the struc-
ture of the Spanish economy and overall exports. In 
this case, the size of the Spanish economy plays the 
decisive role, as a bigger economy has more diversi-
fied exports compared to smaller economies, such as 
Greece and Cyprus. This occurs despite the location 
and high comparative advantages as shown in Figure 
3. Tourism statistics for 2012 show an estimated 57.7 
million tourists in Spain, but only 2.5 million tour-
ists in Cyprus and 15.5 million in Greece (UNWTO, 
2013). However, in this case, the size of the economy 

and the tourist market play a decisive role. The small-
er numbers of tourist in Greece and Cyprus represent 
higher shares in comparison to Spain.

This is consistent with the economic literature 
that supports the existence of a link between the size 
of the economy and its possible effects toward the 
number of goods and services categories produced in 
a country as well as the overall structure of export 
(Mihov, 2011). It is logical that the growing number 
of categories of products in a country’s exports or di-
versification of exports may lead to a decrease in the 
significance of travel exports in the overall export. 
This is consistent with our findings when we exam-
ined the structure of exports of services within the 
BoP of EU-25 countries. 

Unlike small South European economies, devel-
oped countries, such as Germany and Netherlands, 
have highly diversified exports. The diversification of 
exports has positive relationships to the stability of 
the country’s total income, such as decreased earn-
ings from certain exporting items due to the chang-
ing world economic conjuncture are being compen-
sated by the other items. 

According to the statistical data, the share of 
tourism in most of the countries of the Western and 
Northern Europe is smaller comparing to the South 
Europe. These countries are recognized as tour-
ist-generating areas and have negative travel balanc-
es. However, due to the higher extent of export diver-
sification, tourism does not play as an essential role 
for those countries, as compared to certain Mediter-
ranean countries. 

Finally, tourism is also recognized as an in-
vestment opportunity. According to the principles 
of BoP, in the case a current account is negative it 
should be balanced by the capital inflow, such as for-
eign direct investments (FDI), found in the finan-
cial accounts of BoP. In general, FDI are allocated 
into different sectors of the economy, including tour-
ism. Moreover, FDI are also recognized as important 
drivers of growing services share in many economies 
(Aslan, 2013). 

According to the OECD database, inward FDI in 
hotel accommodation and restaurants are the biggest 
investment flows related to the tourism industry. Due 
to available statistics for the 2004–2011 period, more 
than US$ 16.8 billion were invested into the tourism 
industry in 15 EU countries (OECD, FDI flows by in-
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dustry, 2013). Among the countries with the highest 
inflow of total FDI into hotel accommodation and 
restaurants were Italy and Spain, with more than 
US$ 3.6 billion and US$ 3.5 billion, respectively, for 
the period analysed. 

Therefore, in contrast to the investments in capi-
tal markets, tourism could be a competitive and safer 
option for investors due to the positive development 
of travel balances in recent years in many European 
tourist destinations. For instance, this could be sup-
ported by the constant positive inflow of FDI into the 
hotel and restaurant sector that occurred in Greece 
during the 2004–2011 period, when it received more 
than US$ 250 million. Despite the problems in the 
economy, tourism here remains the major item in the 
export of services, helping to maintain a positive bal-
ance of services. This, to a certain extent, mitigates 
the adverse impacts of negative trade balances.

Recent statistical data shows that investments in 
tourism and in the hotel sector in particular, remain 
robust despite the sluggish EU economy over 2012 
and 2013. During the past decade, Southern Europe-
an countries have been receiving more investments 
in the tourism sector than the EU on average. More-
over, countries such as Malta and Portugal did not 
show any decline in investments in the travel indus-
try during the crisis in 2008–2009, whereas the other 
sectors of their economies experienced considerable 
declines in investments (OECD, FDI flows by indus-
try, 2013). This information provides additional sup-
port for the possible effects of comparative advantag-
es for the travel industry and the performance of hos-
pitality businesses in certain countries.

Conclusions
In recent times, tourism as an internationally trad-
ed service has become one of the world’s major trade 
categories and fastest-growing economic sectors in 
the world. Notwithstanding renewed interest on the 
impacts of tourism into European economies, the 
empirical evidence in this field remains limited.

The original contribution of this study is that it 
extends the empirical literature in verifications of the 
applicability of the classic theories of international 
trade to the tourism sector. Moreover, it considers in-
ternational tourism within the balance of payments 
and reveals that the tourism share of GDP and ex-
ports is related to the existence of comparative ad-

vantages. The results of the analysis prove that com-
parative advantages to a large extent determine the 
tourism flows in the EU countries, providing strong 
support for the validity of the major theories of trade 
for the travel sector. In the context of the Ricardi-
an and Heckscher-Ohlin models, it has been shown 
that comparative advantages and factor endowments 
are key determinants of international trade as the ex-
ports and imports of travel reflects them. Moreover, 
it was found that geographic location was also an im-
portant contributor to the nation’s comparative ad-
vantages. This is reasonable, considering that geog-
raphy and hence climate can be hardly replaced, thus 
allowing tourism to develop according to existing 
comparative advantages. 

It can be concluded that the role of tourism in the 
EU-25 economies broadly varies and is related to the 
comparative advantages that determine the share of 
tourism in total exports and the travel balances of the 
country. This study can provide a new insight into 
tourism as an important export industry for certain 
European countries.

In conclusion, it is noteworthy that tourism as 
category of international trade represents an import-
ant phenomenon for future research. However, to 
date, the lack of harmonized statistical data has rep-
resented the main obstacle for doing such research 
on a global scale. Considering the possible limita-
tions of the study, it is necessary to mention that 
trade flows are not merely the result of underlying 
comparative advantages but are also the result of oth-
er factors, such as trade policy interventions, imple-
mented by governments. Trade policy, such as im-
port tariffs, may influence both imports and exports. 
For the trade in goods, these interventions could in-
fluence the measurement of comparative advantage. 
However, the tourism sector does not typically expe-
rience protectionist measures, such as import tariffs 
or quantitative restrictions. It can be concluded that 
to the extent that the tourism sector is free of regu -
lar subsidies, we may expect that the measurement of 
comparative advantage provides a more accurate pic-
ture than for physical goods.
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