“Bilateral trade and tourism relations between the EU and BSEC countries”

AUTHORS

ARTICLE INFO

DOl
RELEASED ON
RECEIVED ON
ACCEPTED ON

LICENSE

JOURNAL
ISSN PRINT
ISSN ONLINE
PUBLISHER
FOUNDER

19

Evangelos Siskos @) https://orcid.org/0000-0002-5221-4444
Konstantia Darvidou @) https:/orcid.org/0000-0002-8113-7302

Evangelos Siskos and Konstantia Darvidou (2018). Bilateral trade and tourism
relations between the EU and BSEC countries. Problems and Perspectives in
Management, 16(4),91-101. doi:10.21511/ppm.16(4).2018.09

http://dx.doi.org/10.21511/ppm.16(4).2018.09
Friday, 26 October 2018
Wednesday, 02 May 2018

Saturday, 23 June 2018

[k |
This work is licensed under a Creative Commons Attribution 4.0 International
License

"Problems and Perspectives in Management"

1727-7051

1810-5467

LLC “Consulting Publishing Company “Business Perspectives”

LLC “Consulting Publishing Company “Business Perspectives”

© The author(s) 2024. This publication is an open access article.

<//~[| BUSINESS
m  PERSPECTIVES

businessperspectives.org



/=

=
-—

BUSINESS PERSPECTIVES

¢

LLC “CPC “Business Perspectives”
Hryhorii Skovoroda lane, 10, Sumy,
40022, Ukraine

www.businessperspectives.org

Received on: 274 of May, 2018
Accepted on: 23" of June, 2018

© Evangelos Siskos, Konstantia
Darvidou, 2018

Evangelos Siskos, D.Sc. Econ.,
Professor of International

Economic Relations, Department of
Business Administration (Kozani),
Technological Educational Institute of
Western Macedonia, Greece.

Konstantia Darvidou, Ph.D. of
International Economic Relations,
Administrative Manager of
international master programs
(Kastoria), Technological Educational
Institute of Western Macedonia,
Greece.

©@®

This is an Open Access article,
distributed under the terms of the
Creative Commons Attribution 4.0
International license, which permits
unrestricted re-use, distribution,

and reproduction in any medium,
provided the original work is properly
cited.

Problems and Perspectives in Management, Volume 16, Issue 4, 2018

Evangelos Siskos (Greece), Konstantia Darvidou (Greece)

BILATERAL TRADE AND
TOURISM RELATIONS BETWEEN
THE EU AND BSEC COUNTRIES

Abstract

The European Union and the Black Sea Economics Cooperation countries are geo-
graphical neighbors and important trade partners. Greece, Bulgaria and Romania have
a cross-membership in both organizations. The paper analyzes trends and structure of
trade relations of the EU and BSEC countries. The EU trade with the 12 BSEC coun-
tries is about 640 billion dollars. The BSEC countries with the EU membership or a cus-
tom union with the EU have more intra-industry trade with the EU than other BSEC
countries. International tourism is an important component of the trade in services
between the regions. Following the review of the factors of international tourism de-
mand, a gravity model for tourism arrivals is presented. The model considers demand
in the country of origin, international tourism capacities in destination countries and
distance. The analysis helps to determine under-traded and competitive destinations
in the BSEC countries for the EU travelers. Greece is the most efficient in attracting
the EU tourists. Finally, country-specific differences in demand factors are considered.

Keywords

international trade, international tourism, gravity model,
EU, BSEC countries, Greece

JEL Classification Fio, Fis, 732

INTRODUCTION

The EU (European Union) and BSEC (Black Sea Economic
Cooperation) countries are geographical neighbors. Three countries
have a cross-membership in both organizations (Greece, Bulgaria and
Romania). Many other countries have other types of institutional an-
chor to the EU: customs union (Turkey), new Association Agreements
(Georgia, Moldova, Ukraine), Stabilization and Association
Agreements (Serbia, Albania), candidates for membership, European
Neighborhood Policy and Eastern Partnership Policy, Partnership and
Cooperation Agreements. Simultaneously, the geopolitical tension be-
cause of hybrid war of Russia with Ukraine resulted in sanctions and
other restrictive measures between Russia and the EU.

The paper is devoted to the analysis of trade relations of the EU and
BSEC countries, their role, structure and trends. The particular in-
terest is to determine trends and factors of bilateral tourism relations.
The paper starts with analysis of trade in goods and services in gen-
eral and continues by modelling arrivals of the EU tourists to several
BSEC countries.

The current research of the EU-BSEC relations largely concentrates on
geopolitical issues, while empirical studies largely consider past pe-
riods. Foreign trade issues and especially tourism relations are con-
sidered often in country-specific research. In this paper, there is an
attempt to treat the BSEC as a regional bloc and to consider its diver-
sity. Despite geographical proximity, the BSEC countries have various
structures of foreign trade and economy and various dependence on
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the exports to the EU. Tourism sector is an important economic sector for some of the BSEC countries.
But still other countries also manage to find their niche tourism markets oriented to specific EU coun-
tries. Estimation of efficiency and underexploited potential for specific bilateral travel relations can con-
tribute to further development of bilateral economic and cultural relations between the regions.

1. LITERATURE REVIEW

Liargovas and Papazoglou (1999) mentioned that
besides size of the market, population and dis-
tance, also liberalization and privatization affect-
ed the level of trade integration between the BSEC
and the EU countries.

Astrov and Havlik (2008) analyzed trends and
structure of trade in the region. For example, most
of the BSEC countries had trade deficits. Germany,
Italy and the Netherlands were important trade
partners for them. Azerbaijan and Russia exported
mostly fuels and other mineral products. Ukraine,
Armenia and Georgia supplied largely metals and
other low-processed goods. Bulgaria and Romania
exported mainly manufactured goods.

Manoli (2010) stated that despite tensions between
the EU and Russia, the EU’s role as a trade partner
for the BSEC countries increased. The EU was the
main trading partner for many countries of the
region. At the same time, intra-regional trade be-
tween the BSEC countries was only 20% of their
total international trade.

Hajizada and Marciacq (2013) noted the shift from
the BSEC-driven regionalism to the EU-driven
regionalism in international trade of the Wider
Black Sea Area.

There are also numerous studies of trade of par-
ticular countries, for example, Arghyrou (2000),
Koukouritakis (2003), Marinescu and Szeles
(2010) for Greece.

As for research of international tourism, Song and
Li (2008) published a review (meta-study) of 121
research papers modelling tourism demand. In
most cases, these were one-country studies. Multi-
country research studies are obviously less fre-
quent. In another meta-research work, Peng, Song,
Crouch and Witt (2014) stated that in 2/3-3/4 cases
researchers analyze tourism demand in the desti-
nation country. The most frequently analyzed host

92

countries are in Asia and Europe (in total 60%)
and the most frequently analyzed countries of or-
igin are located in Europe (40%).

Stepchenkova and Eales (2011) wrote that early
models of tourism included gravitational models,
where tourist flows between countries were posi-
tively affected by output in the countries and in-
versely depended on the distance between them.
Various models were also provided by Gonzalez
and Moral (1995), Papatheodorou (1999) and oth-
er researchers.

Researchers often face the problem of the choice of
an indicator to measure tourist demand as a depend-
ent variable in modeling. The most popular tourist
demand indicator was the number of tourist arrivals,
as it is easier to find data about bilateral tourism re-
lations in this case (Song & Li, 2008). The following
indicators of tourist demand are the most frequently
used: tourist arrivals (in 65-67% of research works),
tourism expenditures or receipts (19-21%), length of
stay (Peng, Song, Crouch, & Witt, 2014).

In most cases, researchers analyze the aggregate
travel demand in a country, but sometimes it is de-
composed according to the purposes of trip, coun-
try of origin, etc., and can be summarized after-
wards (indirect prediction of aggregate demand)
(Song & Li, 2008). Cortés-Jiménez and Blake
(2011) use the case of the UK to prove that analyz-
ing only the aggregate demand ignores significant
differences between different segments of the mar-
ket. In particular, income elasticity of demand for
tourism was significantly different depending on
the country of origin of tourists.

The most important factors analyzed in tourism
demand research are income of potential consum-
ers of tourism services, prices, and exchange rates.
The remaining factors are less popular among re-
searchers. The income of potential tourists is prox-
ied by nominal or real GDP or GNP (total or per
capita), real consumption per capita, superfluous
income (less expenditure on food, housing, fu-
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el and power), foreign travel budgets, industrial
production indices, and real household dispos-
able income. Private consumption and individual
disposable income are considered to be the most
appropriate in case of recreation tourism and vis-
iting relatives or friends, while indicators of total
income are more relevant for the analysis of busi-
ness tourism. The average income elasticity was
2.526 (Peng, Song, Crouch, & Witt, 2014).

Prices are usually measured by consumer price in-
dex in a host country in relation to the index in the
country of origin of tourists. Alternative indica-
tors are price index for services; hotel price index;
weighted average of prices for food, accommoda-
tion, transportation, entertainment and other ser-
vices; prices for air transport; distance; fuel prices.
Exchange rates are also used to indicate the effect
of prices (Peng, Song, Crouch, & Witt, 2014).

As for distance, Papatheodorou (1999) noted that
there are two opposing effects of geographical
proximity of competing destination countries on
the price elasticity of demand. The first effect (the
characteristics effect) means that neighboring des-
tination countries are close substitutes, as they are
likely to have similar consumer characteristics.
Therefore, in case of a rising prices in one country;,
tourists prefer visiting similar neighboring coun-
tries. The second effect (the voyage effect) means
that neighboring destinations are complements
considering saving transport costs. Before prices
increase in one country, those tourists who visit it
also tend to visit a neighboring country. But after
the price rise, they avoid visiting both countries.
E.g. Spain and Portugal are considered to be sub-
stitutes (because they have similar characteristics),
while Greece and Turkey are complements (since
there are more distant from the countries of origin
of tourists and are less similar).

Other factors include total population in the coun-
try of origin of tourists, promotional expenditure
to improve a country’s image for tourists, time
trends reflecting changes in tourists’ tastes, cli-
mate change, political instability, foreign direct
investment as a determinant of business tourism,
educational level of tourists, age of tourists, unem-
ployment, income inequality (Peng, Song, Crouch,
& Witt, 2014). For example, Neumayer (2004) has
explicitly examined the impact of the various

http://dx.doi.org/10.21511/ppm.16(4).2018.09
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types of political violence or human rights viola-
tions. Besides traditional factors, Rosselld, Guilo,
and Riera (2005) analyzed also dissemination of
information to consumers.

2. METHODS

Structural analysis of the UNCTAD statistical data
is used to assess the trends in the merchandise trade
between the two regional blocs. The data are ana-
lyzed across the time by individual BSEC members
and groups of products. Structures of the total trade
of the EU and its trade with the BSEC countries are
compared. Another issue is balance of trade.

A similar approach is used for international trade
in services, although the data are provided by the
Eurostat and are less comprehensive. Also, structur-
al analysis of bilateral trade in services is limited by
travel services.

Correlation and regression analysis are used to as-
sess determinants of bilateral tourism relations of
the EU and BSEC countries within a gravity mod-
el approach. The dependent variable is the number
of trips of the residents of the EU member states to
some of the BSEC countries (A). The source of data is
the Eurostat, although it provides data for only 6 des-
tination countries: Bulgaria, Greece, Romania (the
EU member states) and Russia, Turkey and Ukraine
(non-members of the EU), including two countries
with special relations with the EU (Turkey - customs
union, Ukraine — deep and comprehensive free trade
area). The period considered is 2006-2016.

The independent variables are:

GDP - GDP of countries of origin (prices in
2010, million euro) as an indicator of demand
(source: Eurostat);

TA - international tourism (total number
of arrivals to destination countries from all
over the world) as an indicator of tourism
sector capacities (source: World Bank World
Development Indicators);

D - distance between capitals, km (source:

DistanceFromTo: https://www.distancefrom-
to.net/).
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The multi-country model is complemented by
country-specific models. The actual number of
trips and the number estimated with the mul-
ti-country regression model are compared to
assess which tourism locations are overtraded
or undertraded. Overtrading means speciali-
zation on particular countries of origin, while
undertrading means potential for strengthen-
ing international tourism relations. A particular
attention should be paid to the cases where the
difference is less than -1 (in logarithms) for un-
dertraded locations (actual number is less than
2.718 times than a predicted one) and more
than +1 for overtraded locations (actual num-
ber is more than 2.718 times than a predicted
one). For each destination and origin country,
the latest year with available data (in the period
2012-2016) is considered.

Finally, correlations are calculated for each coun-
try of origin to assess specific features of their de-
mand for travels to the BSEC countries.

3. RESULTS

3.1. Trade relations between the EU
and BSEC

Tables 1 and 2 show the bilateral merchandise
trade trends in the period 2006-2016. The EU
trade with the 12 BSEC countries is about 640 bil-
lion dollars. It accounts for 6% of the total interna-

tional trade of the EU countries. The share for the
EU exports peaked two times. The first peak was
in 2008. It was followed by the crisis, which was
especially severe for some of the BSEC countries.
The second peak was in the period 2012-2013.
Then, the hybrid war of Russia with Ukraine and
the sanctions against Russia, as well as falling fu-
el prices, affected their market size. Falling energy
prices also resulted in decrease of the BSEC coun-
tries’ share in the EU imports after 2013.

In the period 2006-2016, the fastest growth of the
EU exports was to Georgia, Romania, Bulgaria,
Albania and Moldova. Meanwhile, the exports to
Greece, Ukraine, Azerbaijan and Russia decreased.
The EU imports from Albania, Moldova, Romania
and Bulgaria grew the most. Imports from Russia
and Armenia decreased.

In 2016, Turkey was the largest market for the EU
exports of goods among the BSEC countries. It
was followed by Russia and Romania. The three
countries were also the main suppliers from the
BSEC region. The EU has a trade surplus in most
cases except with fuel exporting countries (Russia
and Azerbaijan), but the deficit has decreased
since 2011 following the fuel price trends.

Table 3 provides the data about the structure of
the EU exports and imports of goods to the BSEC
countries. The EU exports mostly manufactured
goods, including machinery and transport equip-
ment, to the BSEC countries, and imports mostly

Table 1. The EU exports of goods to the BSEC, billion euros

Source: UNCTAD and authors’ calculations.

Partner 2006 i 2007 i 2008 : 2009 : 2010 : 2011 : 2012 | 2013 | 2014 | 2015 @ 2016
Albania 20 ¢ 25 32 29 ¢ 29 ¢ 32 ° 31 = 30 33 . 28 3.0
Armenia 06 08 10 07 07 09 09 10 . 10 = 07 . 07
Azerbaijan 24 022 30 22 31 .39 .38 . 50 . 46 38 21
Bulgaria 120 : 152 197 © 137 ¢ 147 © 185 185 201 © 217 192 . 193
Georgia 12 s 19 13 16 23 27 027 026 0 21 23
Greece 403 | 487 . 547 . 423 | 364 | 356 292 301 . 314 261 | 269
Moldova 15 20 025 17 21 0026 .26 30 32 23 . 22
Romania 346 443 546 384 - 428 | 538 502 . 540 © 573 | 524 | 559
Russia 89.2 . 1196 . 1518 909 _ 1131 1505 ' 158.0 . 1595 1368 . 809 . 788
Serbia To.T... 145 0104 0 110 0 132 0 129 139 144 | 128 136
Turkey 621 712 793 © 611 806 0 1008 @ 957 ' 1025 977 = 862 ' 856
Ukraine £ 226 (303 369 : 194 229 : 297 : 309 : 321 ¢ 227 : 157 © 184
Total for BSEC 2685 | 3384 4232 | 2851 @ 3317 . 4150 4084 4268 3966 3049 . 3089
Share of merchandisetrade 55 @ g3 71 62 64 68 70 . 70 65 57 . 58

with BSEC countries

Q4
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Table 2. The EU imports of goods from the BSEC, billion euros

Source: UNCTAD and authors’ calculations.

Partner 2006 2007 . 2008 . 2009 . 2010 . 2011 . 2012 . 2013 2014 2015 2016
Albania 07 ;09 .10 ¢ 10 12 ¢ 14 & 15 : 18 : 18 & 14 16
Armenia 05 05 05 03 ' 04 ' 05 ' 04 . 04 ' 04 = 04 = 04
Azerbaijan 6.5 99 161 105 ¢ 133 © 216 : 183 . 189 | 174 . 118 | 86
Bulgaria 94 104 & 126 104 | 127 © 168 @ 155 174 179 161 ¢ 171
Georgia 06 07 - 09 - 06 ' 08 : 09 ' 08 . 09 ' 09 @ 08 = 06
Greece 137 0161 © 168 ¢ 132 ¢ 145 © 167 ¢ 150 . 158 © 155 . 140 | 141
Moldova 07 11 .12 ¢ 08 ¢ 08 ° 12 ¢ 13 13 ¢ 16 . 14 ¢ 15
Romania 234 © 257 1307 © 275 342 . 424 . 380 . 427 . 475 . 42.6 | 453
Russia 1859 © 2072 1 271.8 | 1771 ¢ 2303 | 2957 © 296.0 @ 2929 = 2629 1652 @ 139.6
Serbia ...~ 65 : 49 : 58 . 71 . 65 89 . 96 . 88 @ 99
Turkey 551 ¢ 677 ¢ 718 © 542 1 60.0 - 715 . 660 . 714 . 764 . 721 | 78.8
Ukraine 130 0160 10209 ¢ 11 ¢ 161 ¢ 224 ¢ 188 © 186 186 . 146 152
Total for BSEC £ 309.5 | 356.1 | 450.8 @ 311.5 | 390.2 = 498.2 = 478.1 . 491.1 . 470.6 = 349.2 | 332.7
Share of merchandisetrade ¢ 5\ ¢4 75 g6 73 80 | 82 . 83 78 67 . 64

with BSEC countries

fuels, machinery and transport equipment. The
BSEC countries are an important source of fuels,
ores and metals, and textile and clothes for the EU.

Structures of trade vary across the countries.
The EU countries export relatively more food to
Greece (20.3% of the EU exports to it in 2016),
Albania (13.6%) and Bulgaria (13.1%); ores, met-
als, iron and steel to Azerbaijan (8.3%), Bulgaria
(7.8%) and Turkey (6.7%); fuels to Georgia
(17.0%) and Moldova (15.9%); chemical products
to Greece (21.9%), Russia (21.6%) and Ukraine
(21.0%); machinery and transport equipment to
Turkey (48.0%), Russia (43.7%) and Azerbaijan
(43.5%); textile and clothing to Albania (13.7%)
and Armenia (12.2%). But there is a greater com-

modity concentration of imports. The EU coun-
tries import relatively more food from Moldova
(36.1%) and Greece (32.2%); agricultural raw ma-
terials from Ukraine (4.4%); ores, metals, iron and
steel from Armenia (73.4%), Georgia (35.5%) and
Ukraine (29.0%); fuels from Azerbaijan (98.0%)
and Russia (67.2%); chemical products from
Greece (14.8%); machinery and transport equip-
ment from Romania (49.6%) and Turkey (39.3%);
textile and clothing from Albania (26.3%), Turkey
(24.0%), Moldova (20.1%). The EU export and im-
port structures with Azerbaijan and Russia are
the most different, because the latter countries
are mainly fuel exporters. Armenia, Georgia and
Ukraine also have different structures of exports
and imports. Other countries especially Romania,

Table 3. Structure of the EU merchandise trade with the BSEC countries (2016)

Source: UNCTAD and authors’ calculations.

EU exports Commodity EU exports : EU imports Commodity EU imports

Type of goods t%ilf“(l)ig, ox structtgre of to BSEC, % : to BSEC, : structlgre of to BSEC, %

ports, % of EU : total of EU billion imports, % of EU : total of EU

euros exports to BSEC exports euros imports to BSEC imports

Allrprodrlr,lcts” 3089 - 100.0 5.8 3327 1000 6.4
FOQVd o 256 83 49 26.5 8o 52
Agricultural raw 40 13 5.3 4.1 1.2 5.5
Ores and metals 42 13 30 19.4 58 18
Fuels B B i 95 s 3.1 42 B 1071 322 23.6
Manufactured goods; 2530 ¢+ 819 6.1 153.4 4.1 4.1
Chemical products 549 . 178 6.4 15.4 ; 46 2.1
ranspor bqtpment 1243 402 00 e B
Iron and steel 81 26 6.3 116 3.5 9.3
Textile fibers, yarn, 15.4 5.0 8.1 28.1 8.5 109

fabrics and clothing

http://dx.doi.org/10.21511/ppm.16(4).2018.09

95



Problems and Perspectives in Management, Volume 16, Issue 4, 2018

Table 4. Geographical structure of the EU trade in services and travel services with the BSEC

countries (2016), million euros

Source: Eurostat and authors’ calculations.

H i H o

Partner | E)lstgﬁe?cgs : E}JSLTVE2£§§ Elgf?lfg\(/)erlts IE(l)Jf Itr:;'\)/gi,t of tl;rcla:alivﬁlf)'iléoteral . of the EUIbllateraI

H H services services i services exports i services lmports
Bulgaia 4003 . 5671 . 1336 1467 33.4 259
Greece . .....0301 . 15316 1,466 8,789 233 374
Romania = 8824 . NN3 3206 1,507 36.3 136
Turkey  ....01768 13913 . 269 6,306.. 22.9 4.3
Russia 24719 F 11,250 7,046 1,956 28.5 17.4
Ammenia 4 L - o - -
Azerbaijan 1059 338 T = "
Total for 7 BSEC, 56,839 57716 15,744 20,025 27.7 347

Serbia and Bulgaria, tend to have more intra-in-

dustry trade with the rest of the EU countries.

The Eurostat provides comparable and regular bi-
lateral services trade data for 7 BSEC countries.
Since the BSEC countries vary in GDP, trade
openness and trade structure, there is various im-
portance of the BSEC partners for the EU trade in
services (see Table 4). Russia and Turkey as large
markets are important importers of the EU ser-
vices. But the EU countries import almost equally

large value of services from Greece, Turkey, Russia

and Romania. Except for Russia, Azerbaijan and
Armenia, the EU countries have deficit in services

trade with the BSEC countries. Russia, Romania
and Turkey are important countries of origin for
travelers coming to the EU. But the EU residents
prefer traveling to Greece and Turkey. Travels ac-
count for about a quarter of services exports of the
EU to the region. But they are more important for
services imports. Thus, 5 BSEC countries are net
travel services providers for the EU.

Table 5. Trends in the EU trade in services and travel services with the BSEC countries, million euros

Source: Eurostat and authors’ calculations.

Indicator 2010 2011 2012 2013 2014 2015 2016
EU exports of services to 7 BSEC countries, 46124 50,760 = 54947 58,820 61,062 = 57,882 = 56,839
mlllloneuros OO OO OOO OO0 OO OOOOOOT OSSO OSSOSO OO OSSO SOTOTTSTTSAUEOUON SSROOOOOOON
EU imports of services from 7 BSEC countrles ‘ ‘ ‘ ‘ ‘ ‘ ‘
million euros L D7 o0 3000 RISt SbAmS . 8 TR
EU balance of trade in services with 7 BSEC 3,652 1,304 1,881 3,836 4,580 1,703 _873
COUntI’leS m||||oneuros . FE J R FTE S FTE S FTE S J R N S
Extra-EU-28 exports of services, m||||0n euros. : 566,713 616,129 : 687,172 : 723,376 : 768,522 : 847,501 : 844,894
Extra-EU-28 imports of services, million euros 462,046 480,504 519,808 543,660 604268 705102 711,841
EU exports of services to 7 BSEC countries, % ' : : : : : :
of extra-EU-28 exports of services (TN N B IS A oS e
EU imports of services to 7 BSEC countrles % :
of extra-EU-28 imports of services I W W WL St S S
EU exports of travel services to 5 BSEC ‘ ‘ ‘ ‘ ‘ ‘ ‘
countries, million euros T T el BCE N Sl oot B
EU imports of ravel services from 5 BSEC 18,754 20,481 | 19463 = 20,262 | 20,852 = 21,367 | 20,025
Countrles m||||0neurOS . e [ USRS USRS R S [ S S
EU balance of trade in travel services with ‘ ‘ ‘ ‘ ‘ ‘
5 BSEC countries, million euros L uuc W ot Wt at WO AR S
EE%‘SEU 28 exports of travel services, million 81,510 | 86320 96683 105034 110,395 114743 112,269
Eﬁtrgas U-28 imports of travel services, million 85416 | 86930 | 89,813 = 90,847 . 100,036 = 103,618 = 99,140
EUexportsoftraveIserV|cest05BSEC DU U S
countries, % of extra-EU-28 exports of services M4 100 104 109 B8 0
EU imports of travel services to 5 BSEC 220 23.6 217 223 20.8 20.6 20.2

countries, % of extra-EU-28 imports of services

96

http://dx.doi.org/10.21511/ppm.16(4).2018.09



In Table 5, there are time series for trade in servic-
es between the regions. The ratio of the EU trade
with the BSEC countries to the extra-EU trade
is about 7-8% for services and 14-20% for travel
services. But it is necessary to note that the BSEC
countries contribute both to the intra-EU trade
(Bulgaria, Greece and Romania) and extra-EU
trade.

3.2. Modeling of bilateral tourism
relations

The formula of the gravity model for the EU citi-
zens travels to the BSEC countries is:

In(A4)=-5.37+0.739In(GPD)+
+0.8491n(74)—0.8901n (D).

O

Or in non-logarithmic form:
A=0.004656-GDP"™ .TA**.D"™ (2

Also, country-specific models are used to assess
how different is the EU demand for international
tourism services provided in each of the destina-
tion countries (see Table 6).

All the models confirm that GDP of countries of
origin is an important factor of bilateral tourism
relations. It is more important for Turkey and
Greece and less important for Ukraine. But the da-
ta for Ukraine as a destination country are large-
ly missing for the majority of countries of origin
in the Eurostat. The data was available mostly for
arrivals from Central European countries, which
can lead to biased results.

Problems and Perspectives in Management, Volume 16, Issue 4, 2018

The total number of arrivals of international tour-
ists is more useful for the multi-country model
to distinguish between countries with different
tourism sector capacities. For example, Russia is a
larger economy and larger country than Bulgaria,
therefore, Russia would attract more tourists. The
GDP of the destination country would be less use-
ful, because Russia has a fuel export specialization.
Bulgaria relies more on tourism under better cli-
mate conditions and has more tourism sector ca-
pacities per capita or per dollar of its GDP.

The correlation between trips from each country
of origin and total arrivals of international tour-
ists in a destination country is 0.24, which is defi-
nitely less than the correlation between bilateral
travels and the GDP of countries of origin (0.62).
Therefore, demand is a more important factor
than supply for bilateral travels.

As for regression models for each destination
country, the tourism sector capacities are a signif-
icant factor only for Romania, Russia and Turkey.
Thus, development of tourism capacities result-
ed in more tourists coming to them from the EU.
Another possible explanation is tourists’ origin di-
versification in Bulgaria, Greece and Ukraine.

Distance in most cases is a barrier for interna-
tional tourism, especially in Russia and Romania.
There are two exceptions: Turkey and Ukraine.
In Ukraine, the factor is insignificant, but again
a possible explanation is missing data for most
of the EU countries of origin. In Turkey, more
tourists come from distant European countries.
Possible explanation is the development of air

Table 6. Regression results for number of trips of the EU residents to the 6 BSEC countries

Sources: Authors’ calculations according to the data of Eurostat, World Bank and DistanceFromTo.

Regression

6 BSEC

coctficients . countries Bulgaria Greece Romania Russia Turkey Ukraine
Intercent ~5.370%** 7.206%%* 7.816%** -10.384 -12.204 —23.902%** 7.757%%*
7777777 b (096 (1107) (1189)  (12.528) - (8.439) - (5357) = (1.622)
GDP 0.739%** 0.660%** 0.835%** 0.782%x* 0.541%*+ 0.890%** 0.282**
7777777777777 ~ (0.025 i (0.053) (0.047) (0.064) : (0.045) (0.042) i (0.134)
A 0.849%** B B 1.594%* 1.887%%* 1.283%%x _
7777777777777 (0066 : o~ .= ¢ (0782 : (0483 (0.306)

D ~0.890%** | _0.659*** | _0.807*** | _1.952%** —2.115%** 0.332** _
7777777777777 (0.091) (0.47) (0.176) (0.241) (0.165) (0.156) ¢ T
RZ . 0505 i 0537 ¢ 0620 0600 0619 0737 0.189
Fstatistics @ 293.0%** . 801 1654 | 59.8M* 87T L 19usee eI
N 866 141 206 124 165 209 21

Notes: Standard errors in parenthesis, t-test and F-test: ***—p < 0.01, ** —p < 0.05, * —p < 0.1.
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Table 7. International tourism specialization and underexploited tourism potential in BSEC countries

Sources: Authors’ calculations according to the data of Eurostat, World Bank and DistanceFromTo.

The EU countries of oigin of travelers Ln(A_..) - Ln(Apredimd) for the BSEC destination countries
Bulgaria | Greece : Romania : Russia Turkey Ukraine
Belgium -0.34 Lo . -023 -1.69 o1 =
Bulgaria o 098 1 - SO L < -
Czech Republic 119 L - 027 0.11.
Denmark T 106 - i 0.67 o
Germany 107 130 055 o 1.53 -
Estonia T IS - 152 039 T
Ireland 0.7 049 - - -0.86 -
Greece -1.08 T T149 T 205 o
SN -0.40 -0.82 067 074 © -1.02 -1.66
France -1.03 057 -1 =095 151 -
Croatia - S - -0.25 o
laly T 064 034 i 2077 T
Cyprus 130 289 . 128 150 o - .
latvia = S 123 090 0.30
Lithuania 058 059 - 032 096 -0.95
Luxembourg -0.59 019 - Slel - -1.04 =
Hungary -1.45 058 231 77 -0.80 0.92
Malta 032 -086  -1.20 L e £ SO S
Netherlands o 098 . -08] -138 079
Austria -0.50 071 -0.25 1o o-o0o01 o
Poland 074 119 -1.17 S167 o -0.14 -0.40
Portugal T R R - T o
Romania -0.01 005 1 - - -1.54 =
Slovenia o 042 - - -0.65 -
Slovakia 107 L0a3 - i 000 o
Finland - 097 - 084 - 010 T
Sweden T t22 - T.......0z38 o
United Kingdom 0.68 1.76 0.30 -1.27 0.96 -2.03

transport, higher income of tourists coming from
distant countries and different climate. The matter
is that neighbors of Turkey often have similar cli-
mate conditions to it, which hinders demand for
sun and beach tourism from neighbor countries.

The results of cross-country analysis of under-
traded and successful travel routes are shown in
Table 7.

Bulgaria turned out to be particularly attractive for
tourists from Cyprus, Czech Republic, Germany
and Slovakia. But it has an underexploited poten-
tial for attracting tourists from Hungary, Greece
and France. There are several other underdeveloped
links and missing data for several countries of origin.

Greece has particularly many arrivals from

Cyprus (considering cultural and ethnical links)
and the United Kingdom. Other well developed
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relations are with Germany, Sweden, Poland,
Estonia, Belgium, Denmark and Czech Republic.
In general, Greece is very efficient in attracting
tourists from the EU. The prominent exceptions
are only Malta, Spain and Italy, which have their
own resources for sun and beach tourism. Slightly
underdeveloped relations with countries having
different climate include smaller than expected
arrivals from Ireland and Slovenia.

Romania has largely underexploited potential, in-
cluding for tourist arrivals from Greece, Malta,
Poland and France. There are also cases with
missing data for several countries of origin. But
Romania is particularly attractive for travelers
from Hungary (ethnical and cultural links with
minorities) and Cyprus.

Russia has many undertraded tourism relations, es-
pecially with such countries of origin as Hungary,

http://dx.doi.org/10.21511/ppm.16(4).2018.09
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Table 8. Correlations between trips to the 6 BSEC countries and their factors, by country of origin of

travelers

Sources: Authors’ calculations according to the data of Eurostat, World Bank and DistanceFromTo.

Correlations of In(A) with factors

The EU countries of origin of travelers Ln(CDP) Ln(TA) n(D)
Austria 0.01 0.49 0.38
Belgium 0.22 0.61 0.59
Bulgaria 0.25 -0.48 -0.72
Croatia -0.03 0.37 0.15
Cyprus -0.11 0.03 0.28
Czech Republic -0.28 0.54 0.66
Denmark 0.26 0.63 0.91
Estonia -0.28 0.14 -0.92
Finland -0.32 0.69 -0.36
France 0.00 0.53 0.38
Germany —-0.23 0.65 0.91
Greece 0.09 -0.01 -0.52
Hungary 0.14 -0.33 —-0.52
Ireland 0.19 0.27 0.47
Italy -0.21 0.15 -0.34
Latvia 0.22 0.74 -0.64
Lithuania -0.29 0.69 -0.10
Luxembourg 0.43 0.51 0.34
Malta 0.58 0.28 -0.51
Netherlands 0.00 0.34 0.66
Poland 0.26 0.44 0.25
Portugal 0.33 0.58 0.17
Romania 0.54 -0.11 -0.28
Slovakia 0.26 0.25 0.23
Slovenia -0.11 -0.68 -0.76
Spain 0.30 -0.38 -0.34
Sweden 0.26 0.44 0.76
United Kingdom -0.03 0.32 0.54

Belgium, Poland, the Netherlands, United
Kingdom, Malta and Austria. There are also a
number of countries with missing data. Russia
mainly specializes in hosting tourists from such
EU countries as Estonia, Cyprus, Latvia and
Finland. As it was noted earlier, distance is an
important barrier for tourists coming to Russia.
Besides distance cultural and ethnic relations
with minorities in the Baltic states can be a pos-
sible explanation.

Turkey specializes in providing tourism services
for Germany (with large Turkish minority), United
Kingdom, Lithuania and Latvia. There are sever-
al underexploited links (especially with Greece,
Romania, France, Malta, Luxemburg, Spain), but
there are little missing data for Turkey unlike in
case of such destinations as Ukraine, Romania,
Bulgaria and Russia.

http://dx.doi.org/10.21511/ppm.16(4).2018.09

Ukraine’s tourism potential is largely underexploit-
ed, including relations with United Kingdom, Spain,
Lithuania. There are missing data for the majority of
countries of origin, but it is assumed that the num-
ber of trips is too small in those cases. But there is a
prominent exception as Ukraine hosts much more
Hungarian residents than it is predicted according to
the gravity model. Again, besides geographical prox-
imity the explanation is cultural and ethnical links.

Next, it is necessary to consider the country-spe-
cific correlation patterns for each country of origin
(see Table 8). Here, the GDP is country specific and
varies across time. The most procyclical demand for
trips to the 6 BSEC countries is in Malta, Romania
and Luxemburg. But some countries have slightly
anti-cyclical demand. The largest tourist destina-
tions (by tourism industry capacities) are preferred
by residents of Latvia, Lithuania, Finland, Germany,
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Denmark, Belgium, etc. Residents of Slovenia,
Bulgaria, Spain and Hungary travel mostly to small-
er destinations. Travelers from Denmark, Germany,
Sweden, Czech Republic, the Netherlands, Belgium
and the United Kingdom prefer distant destinations,
while tourist from Estonia, Slovenia, Bulgaria, Latvia,
Greece, Hungary and Malta travel more to the neigh-
bor countries.

There are several clusters of the EU countries of
origin by the determinants of foreign travels. The
first group prefers large and distant destinations
(Belgium, Czech Republic, Denmark and Germany).

The second group also likes travelling to larger
destinations, but regardless the distance (Austria,
Finland, France, Lithuania, Poland, Portugal and
Luxemburg). The third cluster prefers distant travels
(Ireland, the Netherlands, Sweden and the United
Kingdom). In the fourth cluster, travelers visit usu-
ally neighbor countries (Estonia, Greece, Hungary
and Malta). The fifth group usually has preference
for small neighbor destinations (Bulgaria, Slovenia).
Finally, several countries have little dependence of
their tourist demand on distance and size of destina-
tion (Croatia, Cyprus, Italy, Romania, Slovakia and
Spain).

CONCLUSION

The BSEC countries account roughly for 6% of the international trade of the EU countries. The share
depends on economic cycles, fuel price trends and geopolitical situation. Fuel exports allow some of the
BSEC countries to have trade surplus with the EU. But most of the BSEC member states import more
from the EU than they export. The BSEC countries with the EU membership or a custom union with
the EU have more intra-industry trade with the EU than other BSEC countries. Trade in services be-
tween the EU and BSEC countries depend more on travel services than trade with the rest of the world.

Demand proxied by GDP in countries of origin is the most important factor for bilateral tourism re-
lations between the EU and BSEC. Most BSEC destination countries attract more tourists from their
neighbors with Turkey being a prominent exception. In many cases, cultural and ethnic relations be-
tween origin and destination countries seem to explain the difference between the actual number of
tourist arrivals and the number predicted by the gravity model. Countries with sunny climate seem to
have underdeveloped bilateral tourism relations.

Greece is the most efficient in attracting the EU tourists. It benefits from its location and good resources,
especially for sun and beach tourism. The other two EU destination countries (Romania and Bulgaria)

have many underexploited relations with the EU countries of origin. Low efficiency of attracting tourists

from the EU by Russia can be explained by a particular sensitivity to distance and possibly to geopolitical

tensions. Ukraine seems to have the most underexploited tourism potential, its tourism industry is cur-
rently undertraded with the EU. On average, the non-EU BSEC countries are less efficient in attracting the

EU tourists. Institutional factor and geographical diversification can be other explanations for that.

There is little dependence of the EU travels on GDP volatility in the countries of origin. The preferences
for size of tourism industries and distance of travel largely vary across the countries of origin.
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