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Abstract: Culture and tourism have always been related, but with blurred interpretations of the
empirical relationship between those phenomena. This paper estimates the impact of different
cultural indicators on tourism development in 27 EU member states for the period 2008-2018, by using
dynamic panel data. The results indicate that the number of UNESCO Heritage Sites do not have
a significant influence on the number of tourism overnights, whereas there are significant positive
effects on international tourism receipts and tourism employment. Moreover, the additional cultural
sector specifics considered in the analysis; government expenditure on culture and employment
in culture, showed to have a significant positive influence on all three tourism indicators used in
the research. In addition, the research results indicate that the real GDP per capita and the level of
human capital are significant drivers of tourism development.

Keywords: UNESCO heritage; cultural sector; sustainable tourism development; panel data analysis;
European Union

1. Introduction

For over seventy decades, tourism and culture have been amongst the biggest growing
phenomena worldwide [1]. Tourism is considered a significant economic sector, relevant
for inclusive economic growth, both globally and locally [2], and culture is recognized
as a powerful driver of global sustainable development, with community-wide social,
economic and environmental impacts [3]. Thus, tourism and culture present significant
driving forces of economic growth and sustainable development in many destinations,
with shared values and adjacent ties between tourism and culture stakeholders [4]. Culture
presents a potential in the creation of place uniqueness for the tourism sector, while tourism
presents a potential for reinforcing and supporting cultural production [1]. In other words,
the economic impacts of tourism on culture relate to the generation of vitally important
revenues and employment for cultural enterprises [5], while culture has a significant role in
tourism and presents the opportunity for the improvement of special tourism products [1].
Accordingly, tourism contributes to the improvement of the cultural sector’s economic
performance, while at the same time, culture enhances the cultural identity and branding
of tourism destinations [6]. In addition, in a time of global tourism standstill due to
COVID-19, culture has proven indispensable, with remarkable levels of demand reached
for virtual access to museums, heritage sites, theatres, and performances [4]. Although the
relationship between culture and tourism has featured enormously in theoretical research
(e.g., [7]) there are limited and inconclusive understandings of this complex relation within
empirical studies (e.g., [7-10]). Having all of this in mind, it is of huge importance to extend
empirical studies by considering the link between tourism and culture.

The existing body of empirical literature on the relationship between tourism and cul-
ture consensually confirms the presence of synergy between the cultural and tourism sector
as drivers that increase the competitiveness of a destination in the global market ([2,8-11].
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In addition, culture is mostly perceived as the opportunity to brand unique tourism prod-
ucts in a destination, in order to attract higher levels of tourism demand. The studies that
empirically investigate the relationship between tourism and culture focus mostly on a
single country or site-specific cases, and consider few perspectives of the cultural sector
(e.g., [12-15]), with different research aims and different empirical strategies applied [16].
Most empirical studies focus on cultural heritage as an attractive determinant of tourism
demand, presented primarily by the number of UNESCO World Heritage Sites (WHS)
(e.g., [16]). Nevertheless, those empirical studies indicate different results on the relation-
ship between UNESCO WHS and tourism [16-20]. Romao et al. [17] offered evidence on
positive effects, while Cuccia et al. [18] indicated negative effects of UNESCO WHS on
the number of overnights in a destination. The most recent research, provided by [16],
indicates positive effects of UNESCO WHS on international tourism arrivals. Accordingly,
most existing empirical studies are focused on the relation between tourism and a specific
segment of culture endowment presented by UNESCO WHS, while the empirical research
dealing with the complex phenomena of culture and tourism development is highly lacking.
Similar findings have been provided by [21]. They underline the importance of specific
organizational and institutional aspects of the cultural sector in tourism development
and suggest that the empirical research on the effects of culture on sustainable tourism
development should extend beyond pure cultural heritage.

Resulting from the above presented issues, this paper contributes to the exiting empir-
ical literature in several ways.

Firstly, by enlarging the scope of the analysis to EU 27, this paper provides new
insights for identifying a general mechanism behind the relationship between different
dimensions of culture and tourism on an EU level.

Secondly, the paper investigates the broader effects of culture on tourism develop-
ment by employing the indicators of government expenditure on culture and cultural
employment in the model, in addition to the UNESCO WHS.

Thirdly, regarding the mixed results on the influence of UNESCO WHS on tourism
development, we expanded the analysis by implementing three different tourism indicators
(number of overnights, international tourism receipts and employment in tourism) to
embrace the demand and supply side of tourism development.

The rest of the paper is organized as follows: Section 2 provides a brief literature
review, Section 3 provides the empirical model, methodology, and datasets, Section 4 gives
empirical results and discussion, while Section 5 provides conclusions and recommenda-
tions for policy and further research.

2. Literature Review

The increased growth of international tourism demand in the last six decades has
attracted the attention of empirical research settled in two strands of empirical literature,
whose findings complement each other. One strand deals with the relationship between
tourism and economic growth, and the other deals with the determinants of tourism
demand.

The link between tourism and growth has been a subject of the large number of
empirical literature. The empirical literature reveals different aspects of the relation be-
tween tourism and economic growth, from the tourism - led growth hypothesis (TLG)
(e.g., [22-28]), economic-driven tourism growth hypothesis (EDTG) [29-31] to bidirectional
causality or no causal relationship at all (e.g., [26,27,32-34]). Although the existing litera-
ture about the tourism-growth causal link remains mixed, those studies provide evidence
on positive relation between tourism and economic growth regardless the direction of
the causality.

Simultaneously with the development of this field of empirical research, the research
topics on determinants of tourism demand, as well as on tourism demand modelling and
forecasting, have drawn significant attention [35]. Those empirical studies aimed to recog-



Sustainability 2021, 13, 5473

3o0f14

nize key factors that influence tourism demand in order to support tourism development
planning and management.

Forerunner works on the determinants of tourism demand have appeared in the
1960s [36-38], and for the 1960-2014 period, Ahmed [39] reviewed the extensive number
of 400 related empirical studies. The findings of existing empirical research demonstrate
that the key determinants of international tourism demand are the origin country’s income
level, the level of the destination’s development, and the relative price between destination
and its source markets [35]. In addition, political stability, exchange rate, and travel costs
have also been recognized as important determinants of tourism demand [40,41]. By mostly
focusing on the economic, seasonal, and climate-related factors that may influence tourism
demand [42], the inclusion of social and cultural factors in these analyses remained limited.

The empirical literature acknowledged the importance of the various tangible cultural
heritage assets for the destination’s attractiveness, while the number of UNESCO WHS
have been especially in the focus of empirical research. As Graalff et al. [16] indicated, those
sites have been perceived as significantly important for enhancing international tourism,
especially in developed countries [43]. Romao et al. [17] confirmed the importance of
UNESCO WHS among regions in Italy, France, Spain, and Portugal, based on the positive
influence of UNESCO WHS on nights spent in hotels and similar establishments. Similar
results are provided by [20] in the analysis of the effects of UNESCO WHS on international
tourism. The authors analyzed the role of WHS among Arab countries for the 1995-2013
period and indicated that those sites are important drivers of international tourism. They
especially illuminate the potential risk of a decrease in tourism inflows by 50%, if the
devastation of those sites occur. In addition, ref. [18] focused on Italian provinces over the
1997-2015 period, and have found a positive influence of WHS listing on the overnights,
underlining the complex role of UNESCO WHS in fostering inbound tourism demand.

However, there are also opposing empirical findings to the above presented. Cuccia
et al. [18] indicated that, while cultural and environmental endowments positively affected
the performance of Italian tourism regions in the 1995-2010 period, the presence of UN-
ESCO WHS sites showed contrasting effects. Moreover, focusing on UNESCO WHS within
Italian municipalities, ref. [44] underlined the lack of evidence concerning the relationship
between WHS and tourism attractiveness. The same authors found that the growth rates
of tourism demand are not affected by WHS listings on a municipality level. In addition,
reference [45] did not find significant effects of UNESCO WHS on the sustainable tourism
development for European NUTS2 regions, while [21] have found no empirical evidence
on the link between UNESCO WHS and employment growth. This mixed evidence might
be the result of the frequent focus on two tourism indicators: overnights and international
arrivals. Only a limited amount of research has investigated the relationship between
employment in the tourism sector or tourism receipts and UNESCO WHS. To provide a
comprehensive understanding of the role of culture on tourism development, the empiri-
cal strategy should go beyond considering UNESCO WHS as the only relevant cultural
sector indicator.

Cellini and Cuccia [21] underlined that institutional aspects of cultural sector can play
the positive role for growth and employment. Therefore, it is crucial to consider other
cultural sector indicators as potential drivers of tourism development. Thus, we include
cultural employment and government expenditure on culture as additional cultural sector
indicators, to illuminate the effects of culture on tourism development.

Dwyer and Kim [46] divide factors of tourism demand in four groups: available
resources (natural resources, cultural assets and heritage items), created resources (tourism
infrastructure, the activities on offer, etc.), supporting factors (infrastructure in general,
the quality of service, access to the destination, etc.), and destination management factors.
Hence, UNESCO WHS stands for available resources, cultural employment presents created
resources and government expenditure on culture stands for destination management
factors. According to [8], the unique and valuable historic cores and heritage assets present
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the foundation of cultural tourism development, while created cultural resources and
supporting and management factors add value to destination competitiveness.

As a result, this paper provides deeper insights into the complex phenomena of the
culture and tourism relationship. More precisely, by investigating the link between three
different cultural indicators and three tourism indicators, we provide valuable insights in
understanding the role of culture in tourism development. Such an analysis can provide
policymakers with valuable lessons for the design of culture-related policies, aiming to
achieve sustainable tourism development.

3. Data, Model and Methods

The dataset consists of data for EU 27 member states in the period 2008-2018. The
data are obtained from Eurostat, World Bank Database, and UNESCO World Heritage List.
Table 1 presents variable notation, definition, expected sign and source of data.

Table 1. Variable notation, definition, explanation.

Variable

Definition Expected Sign Source of Data

INT_TOUR_REC
OVERNIGHTS

TOUR_EMP
GDPPC

EDU

POL_STAB

INF
UNESCO
CUL_EMP

CUL_GOV_EXP

@ Real International tourism receipts

. e Dependent variable Eurostat
(in million $)
Nights spent (by fqrelgn tou.nsts) at tourist Dependent variable Furostat
accommodation establishments
Employmgnt in the tourism sector Dependent variable Eurostat
(in thousands)
2 Real GDP per capita (in $) + World Bank Database
Educational attainment, at least completed
short-cycle tertiary, population 25+, total + World Bank Database
(%) (cumulative)
Political Stability and Absence of
Violence/ Terrorism-WGI index * World Bank Database
Inflation, Consumer Prices (Annual %) - World Bank Database
Number of UNESCO culture heritage +/— UNESCO
b Cultural employment (in thousands) + Eurostat
¢ Real government expenditure on culture
+ Eurostat

(in million Euro)

Notes: ? real-variable in the common currency and adjusted for inflation, ® Cultural employment includes all persons working in economic
activities that are deemed cultural, irrespective of whether the person is employed in a cultural occupation; ¢ The general government
expenditure on culture comprises the expenditures of all government levels (central government, state government and local government).

Our dataset consists of three dependent variables, three cultural variables, and
four control variables.

The variables that depict tourism development in our model are presented via inter-
national tourism receipts, overnights, and tourism employment. According to [33,41], the
most common indicator for tourism demand is the number of tourism arrivals, followed
by international tourism receipts and the number of overnights. The overnights and in-
ternational tourism receipts present the core indicators of tourism competitiveness [47],
therefore we use OVERNIGHTS and INT_TOUR_REC as the representatives of the level of
tourism development in our model.

The improvement in tourism development means that the destination is more compet-
itive on the global tourism market. In addition, we analyze employment in the tourism
sector TOUR_EMP, which presents the ability of a destination to deliver quality and compet-
itive tourism services [47], and consequently improves tourism development. Moreover, if
the tourism competitiveness is based on culture, which presents the resource for sustainable
development, the sustainable tourism development should be achieved [48].

As presented in previous paragraphs, we expect mostly positive effects of the three
cultural sector indicators on all the presented tourism development indicators. UNESCO
stands for the number of UNESCO WHS in a destination, and as presented in previous
paragraphs, even today the empirical results on the role of UNESCO WHS on tourism
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development are mixed. Hence, we expect positive and/or negative effects of UNESCO on
overnights, international tourism receipts, and employment in the tourism sector. Further-
more, economic impacts generated by cultural resources are mostly related to increased
value of production for local heritage sites and employment, and revenues of companies
involved in tourism or other activities related to their use [49]. Still, ref. [50] argue that the
concentration of protected heritage assets in space could offer large economic potential
for development, but this potential depends not only on the kind of cultural goods that
attract visitors the most, but also on the circumstances under which they generate the
development. Those circumstances are captured in our model through data on cultural
employment CUL_EMP and real government expenditures on culture CUL_GOV_EXP.
The presence of the creative industry in a destination is not only connected to the presence
of cultural resources, but it is the crucial sphere of culture where creativity is developed.
According to [5], creativity is a key resource through which the enhancement of a competi-
tive edge is possible. In addition, the presence of a resource, regardless of how important it
may be in the cultural sense, does not inevitably mean that it will yield significant develop-
ment results, if there is no convenient economic environment [51]. Therefore, CUL_EMP
presents created creativity in a destination, due to a convenient economic environment
that should positively affect tourism development. Finally, we expect CUL_GOV_EXP to
relate positively to sustainable tourism development, since most of the existing studies
analyzing effects of cultural heritage on a destination’s tourism attractiveness, illuminate
that the principal role should be placed towards regulatory concepts and policies relat-
ing cultural development and cultural tourism, in order to achieve sustainable tourism
development [52].

The control variables, including GDPPC, EDU, POL_STAB and INFL. GDPPC, present
that the inbound country’s GDP. GDP p.c. is the indicator of economic development,
which is the necessary prerequisite for maintaining tourism growth [53]. Accordingly,
GDPPC in our model is expected to positively affect tourism development. EDU presents
the educational attainment and is one of the important social indicators in a destination
that should positively affect sustainable tourism development [54]. According to [55],
favorable security and political stability (POL_STAB) in a destination positively affect
tourism development, which is also expected to be confirmed in our model.

In the existing literature, exchange rate is often considered an important determinant
of tourism [39,56] (Ahmed, 2015; Li, 2006). We decided to omit this variable for several
reasons. Firstly, we have considered the problem of multicollinearity, which can arise
by including exchange rate and inflation in the same regression [57]. Additionally, they
indicate that inflation securely tracks the tourism and travel process, while they found that
exchange rate fluctuations do not affect international tourism demand in Italy. Moreover,
reference [58] found that the exchange rate has a positive, but not significant, impact on
tourism arrivals for two groups of OECD countries. On the other hand, they found that
inflation is statistically significant and causes a decline in the number of tourists visiting the
destinations. For 208 world economies, reference [59] found that the exchange rate is not
always positively related to tourism demand, while relative prices are always significant
with expected negative signs in the models. Finally, since our data covers EU 27 countries,
where 19 of them are the members of the EU monetary union, the exchange rates do not
reveal country-specific characteristics. Therefore, inflation is a better indicator of relevant
control variables in our empirical model. INFL presents the change in the price level in a
destination. Its rise negatively affects a destination’s competitiveness and its share in the
international tourism market [60]. Therefore, we expect a negative relation between price
and tourism development in our model.

Descriptive statistics for all dependent and independent variables are presented in
Table 2.
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Table 2. Descriptive statistics.

Variable Obs Mean Std. D ev. Min Max
INT_TOUR_REC 297 14,562.23 18,162.88 639 73,735.8
OVERNIGHTS 267 4.09 x 107 6.14 x 107 1,395,899 3.06 x 108
TOUR_EMP 270 7032.651 9382.779 159.5 41,9145

CUL_EMP 216 255.7644 360.3082 6.5 1689.5
CUL_GOV_EXP 189 2032.781 3385.577 41.9604 15,893.34

UNESCO 297 11.40067 12.15876 0 49

GDPPC 297 31,541.17 21,123.18 6560.319 116,936.4
POL_STAB 297 0.7415294 0.3936755 —0.47378 1.512313

INF 297 1.775262 2.102663 —4.4781 15.40232
EDU 231 25.51153 7.353384 11.09472 43.1259

Table 3 provides pairwise correlation of different tourism indicators.

Table 3. Pairwise correlation of different tourism development indicators.

INT_TOUR_REC OVERNIGHTS TOUR_EMP
INT_TOUR_REC 1
OVERNIGHTS 0.8700 * 1
TOUR_EMP 0.8458 * 0.6007 * 1

Notes: * indicates statistical significance on 5%.

Table 3 shows that INT_TOUR_REC is strongly correlated with OVERNIGHTS and
TOUR_EMP, while the correlation coefficient between TOUR_EMP and OVERNIGHTS is
somewhat lower.

To detect the potential problem of multicollinearity pairwise, correlations between
independent variables are reported in the Table 4.

Table 4. Pairwise correlation of control variables and cultural variables.

CUL_EMP CUL_GOV_EXP UNESCO GDPPC POL_STAB INF EDU
CUL_EMP 1
CUL_GOV_EXP 0.8647 * 1
UNESCO 0.8456 * 0.7719 * 1
GDPPC 0.4132 * 0.3513 * 0.5369 * 1

POL_STAB —0.1951 * —0.2318 * —0.4052 * 0.0715 1
INF —0.0261 0.0012 —0.1096 —0.0645 —0.0286 1
EDU —0.0977 0.0203 —0.2337 * 0.0711 0.1678 * —0.1586 * 1

Notes: * indicates statistical significance on 5%.

Table 4 shows that serious problems regarding multicollinearity should not arise. A
strong correlation exists only between three cultural indicators, CUL_EMP, CUL_GOV_EXP
and UNESCO, but they are set individually in the different model specifications.

After the presentation of dependent and independent variables, descriptive statistics
and correlation matrixes, the model of sustainable tourism development with three depen-
dent variables, the group of control variables and three cultural variables can be written
as follows:

TOURj; =y + - TOURi,t_1 + -B1GDPPCj; + BoEDU;; 4 B3 - POL_STAB;;+ (1)
B4 - INF; 4 BsCULj + a; + €jy; i=1,...,27,t = 2008, ...,2018;

where TOURj; is the value of one of the sustainable tourism development indicators
international receipts INT_TOUR_REC;;, overnights OVERNIGHTS; or tourism employ-
ment TOUR_EMP;; for country 7 in the period t; TOUR;;_ is the value of indicator of
sustainable tourism development for country i in the period ¢ — 1. This last year’s value



Sustainability 2021, 13, 5473

7 of 14

of dependent variables is included because most of the relevant literature confirmed a
significant impact lagged variable [23].

The notation of control variables is in the line with presented notation in Table 1.
CUL;; is the cultural indicator UNESCO culture heritage UNESCO;;, real government
expenditure on culture CUL_GOV_EXP;; and employment in culture CUL_EMP;; for
country 7 in the period t, 81 — B5 are parameters for estimation, «; fixed or random effect
different for each country i, an ¢;; error term of the country i in the period t and y is
constant term.

To estimate nine model specifications which can be derived from equation (1), and ac-
cording to three different indicators of sustainable tourism development and three different
indicators of culture, one of the dynamic panel data estimators has to be employed in the
empirical testing of the model. In recent empirical papers, differenced generalized method
of moments (GMM), proposed by Arellano and Bond [61], and system GMM, proposed by
Blundell and Bond [62], are most frequently used. However, system GMM is derived as an
improvement of differenced GMM. It shows better properties in terms of bias and efficiency
in the case of high persistence of dependent variables [63].Difference and system GMM
are proposed for the data set, where the number of cross section is large, but Sotto [64]
confirms good properties of system GMM in the dataset with a moderate number of cross
sections, as in our dataset. Differenced GMM estimates equation (1) in the first differences,
while system GMM estimates simultaneously equation (1) in levels and equation (1) in the
first differences. To avoid the problem of endogeneity, which arises with the correlation
between &; and a lagged dependent variable TOUR;;_1, it is necessary to use instrumental
variables. System GMM uses a lagged value of TOUR;;_, and later lags as instrument
for lagged dependent variable (TOUR;;_1 — TOUR;;_,) in equation in first differences,
while valid instrument for lagged dependent variable TOUR;;_; for equation in the levels
are (TOUR;;_1 — TOUR;;_5) and later lags. However, this estimator allows the use of
the instruments for possible endogenous variables. Accordingly, possible bidirectional
relationships between tourism and growth, precisely the impacts of tourism growth on
economic growth, could cause the problem of endogeneity in our model. Therefore, the
possibility of controlling endogeneity by instrumental variables should be important in
our model. Sotto emphasizes that the number of used instruments has to be reduced.
Therefore, in all our model specifications, the number of used instruments is smaller than
the number of countries, as recommended in the [65,66]. To avoid the possible problem
of heteroscedasticity, two-step system GMM is employed in this research. This version of
estimator is more efficient and robust to heteroscedasticity. A previous version of two step
estimator underestimated standard errors, but Windmeijer [67] corrected it. Additionally,
for nine model specifications, two diagnostics tests are conducted to confirm the validity of
the estimated model. The first test is the Sargan test for the problem of endogeneity and
the second test is the second order autocorrelation test AR(2) of differenced residuals.

4. Empirical Results and Discussion

The empirical results of the tourism sustainable development model with culture
variables are presented in Tables 5-7.
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Table 5. Result of sustainable tourism development model with OVERNIGHTS as dependent

variable.
(W) (2) 3)
D.OVERNIGHTS D.OVERNIGHTS D.OVERNIGHTS
LD.OVERNIGHTS 0.0704 *** 0.376 *** 0.147 ***
(0.0123) (0.0389) (0.0130)
GDPPC 125.9 *** —54.43 #** 46.71 **
(7.634) (7.081) (5.646)
POL_STAB 49,594.6 5794.7 64,403.8 *
(40,319.8) (53,688.3) (35,263.3)
INF 49,594.6 5794.7 64,403.8 *
(40,319.8) (53,688.3) (35,263.3)
EDU 136,038.3 *** 71,213.1 ** 139,493.4 ***
(21,633.8) (36,136.7) (15,848.5)
UNESCO —67,434.3 ***
(22,972.9)
CUL_GOV_EXP 588.6 ***
(57.50)
CUL_EMP 2587.8 ***
(502.6)
_cons —4,976,404.1 *** —2,082,854.1 ** —5,161,247.7 ***
(343,568.3) (917,283.8) (423,491.7)
Number of observations 162 137 162
Number of countries 27 25 27
Number of instruments 20 19 20
Sargan test 0.2154 0.2177 0.1363
AB2 test 0.4915 0.4033 0.4848

Note: Standard errors in parentheses, *, **, *** indicate significance at 10%, 5% and 1%.

Table 6. Result of sustainable tourism development model with international RECEIPTS as

dependent variable.

)

INT_TOUR_REC

2

INT_TOUR_REC

(3)

INT_TOUR_REC

L. INT_TOUR_REC
GDPPC
POL_STAB
INF
EDU
UNESCO
CUL_GOV_EXP
CUL_EMP
_cons
Number of observations
Number of countries
Number of instruments

Sargan test
AB2 test

0.344 ***
(0.0166)
0.280 ***
(0.0122)

6123.1 ***

(477.4)
127.7 ***
(29.95)
262.6 ***
(33.61)
905.0 ***
(28.15)

—20,965.1 ***
(1631.1)
210
27
24
0.1348
0.8144

0.889 ***
(0.0191)
0.187 ***
(0.0354)

7087.5

(645.3)
12422
(90.05)
470.0 **
(111.4)

0.600 ***
(1.172)

—23,006.9 ***
(4124.6)
138
26
19
0.1276
0.1651

0.461 ***
(0.0155)
0.382 ***
(0.0336)

4089.4 ***

(345.2)
63.74.%
(37.64)

161.5 **

(40.65)

25.17
(1.821)
—17,578.1 ***
(1873.0)
163
27
21
0.1653
0.1661

Note: Standard errors in parentheses, *, **, *** indicate significance at 10%, 5% and 1%.
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Table 7. Result of sustainable tourism development model with TOUR_EMP as dependent variable.

)

2

(3)

D.EMP_TOUR D.EMP_TOUR D.EMP_TOUR
L. EMP_TOUR —0.0643 *** 0.0970 *** —0.0248 ***
(0.00437) (0.0173) (0.00540)
GDPPC 0.000632 0.00176 0.00257 ***
(0.00590) (0.00122) (0.000849)
POL_STAB 4.346 —68.19 *** —92.18 ***
(10.87) (10.78) (11.21)
INF 1.427 —0.435 0.724
(0.946) (1.729) (1.130)
EDU 6.731 *** 8.272 *** 6.641 ***
(1.390) (1.978) (2.368)
UNESCO 7.799 *#**
(0.250)
CUL_GOV_EXP 0.00103 ***
(0.00231)
CUL_EMP 0.141 ***
(0.00887)
_cons —229.7 *** —189.8 *** —163.1 ***
(26.56) (48.57) (59.73)
Number of observations 163 138 163
Number of countries 27 26 27
Number of instruments 20 19 20
Sargan test 0.4551 0.4003 0.5588
AB2 test 0.7220 0.9153 0.7870

Note: Standard errors in parentheses, *** indicate significance at 1%.

Diagnostics tests, the Sargan test, and the AB2 test, confirm the validity of all specified
models presented from Table 4 to Tables 5 and 6. Therefore, possible bidirectional rela-
tionship between tourism growth indicator and GDP per capita does not cause the serious
problem of endogeneity. Additionally, the number of used instruments in each model is
smaller than the number of cross sections. The dependent variables OVERNIGHTS and
EMP_TOUR are used in the first differences because model specifications in the level did
not satisfy the stationarity condition.

From Tables 4-6, the following results can be summarized. GDPPC has a positive
and statistically significant influence on all three indicators of tourism in most model
specifications. These results underline that higher levels of economic activity can be
a stimulus for tourism activity by attracting business travelers, but also for fostering an
economic environment that proliferates tourism growth, embedded in the EDTG hypothesis
(e.g., [29,30,68,69]).

Additionally, tertiary education is also significant for all three indicators of tourism.
The significant and positive influence of education in all our models reflects the robust
and important role of human capital in tourism development. Thus, they confirm, firstly,
that the higher levels of education enchase innovative potential, work effectiveness and
efficiency, which secondly, lead to increased customer value and tourism growth [70,71].

Inflation showed to have a significant positive influence only on international receipts,
while for two other considered indicators the results are not robust. Inflation changes sign
and statistical significance. Our results suggest that inflation does not have a significant
influence on the number of overnights and employment in tourism. This might be the
result of relatively low levels of inflation among analyzed EU 27 member states which,
consequently, has an insignificant influence on the lowering of purchasing power and
tourism overnights in the analyzed countries.

Political stability has a positive and statistically significant influence on the number of
overnights and international receipts and is in line with substantial literature that illustrates
the importance of political attributes for tourism (e.g., [55,72]).
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On the other hand, political stability mostly has a significant negative influence on
tourism employment. This might remind us that tourism employment is affected by
different elements of the institutional environment that go beyond the political stability
index coverage. More precisely, tourism employment might be driven not only by political
stability, but also by other institutional framework characteristics, such as the rule of law
or corruption [73].

Results revealed that UNESCO WHS have a negative influence on the number of
overnights. This might represent the fact that tentative list's UNESCO WHS are also
important, and not only already listed UNESCO WHS [74]. It could also reflect the scale
of the tourism-enhancing effect, which is affected by the number of sites and diminishing
marginal effect [74,75] or even varied incentives for branding UNESCO WHS [76]. Finally,
it could also represent a lack of efficient and coordinate activities on the supply and demand
side of tourism actors [18]. More precisely, tourism agents may overestimate the role of
UNESCO WHS and oversupply tourism capacity and services. As a result, it may have
a negative influence on tourists attracted by UNESCO WHS, as they expect a complete
cultural and creative experience [77] therefore resulting in a decrease in the number of
overnights [18].

On the other hand, the presence of UNESCO WHS has a positive and statistically
significant effect on international receipts and tourism employment. These results require
special attention and an effective policy that should fully exploit the potential of heritage
valorization that goes beyond the overnights lens. It has to consider the full complexity
of tourism phenomena, especially effects on the structure and magnitude of tourism
consumption and employment.

Moreover, mixed results might also reflect the fact that Europe possess cultural en-
dowment, important for fostering tourism activity that goes beyond UNESCO WHS. Thus,
by introducing two additional indicators (government expenditure for culture and em-
ployment in culture) we have been able to capture broader channels of culture influence
on tourism. Both cultural sector indicators, government expenditure on culture and em-
ployment in culture, have positive and statistically significant impacts on all of the three
tourism indicators. These results deliver the evidence that available resources (UNESCO
WHS), created resources (cultural employment), and culture destination management
(government expenditure on culture) are important factors of tourism development. Our
empirical evidence indicate the relevance of considering a broader scope of the cultural
sector when sustainable tourism is considered. Hence, the results present the missing part
of the culture-tourism relation puzzle and broadens the related understanding by lessening
the limitations of existing studies, which focus only on UNESCO WHS [7,78].

Our results illuminate that a well-organized (developed) culture sector, with strong
government financial support, is a favorable environment for overall tourism development.
The results are in line with recommendations derived from Cellini and Cuccia [21] that orga-
nizational and institutional aspects of the culture sector can play a positive role for economic
resilience, while we found empirical evidence for its positive role in tourism development.

5. Conclusions

Our research gives a broader vision about the link between culture and tourism
development for EU 27 countries in the 2008-2018 period. We consider tourism through
three indicators: overnights, international tourism receipts, and tourism employment.
Moreover, we have presented the three dimensions of culture in a destination via available
resources, created resources, and destination management factors, presented by UNESCO
WHS, cultural employment, and real government expenditure on culture.

Our first contribution to the existing empirical research is illumination of the UN-
ESCO WHS' role in tourism development. Our results reveal that UNESCO WHS have no
significant effects on overnights, whereas there are significant positive effects on interna-
tional tourism receipts and tourism employment. Those issues reflect the importance of
prestigious, tangible cultural heritage for the destination’s competitiveness and tourism de-
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velopment level. The results reveal that cultural employment and government expenditure
on culture has a significant positive effect on all three indicators of tourism development.
Those results underline the importance of considering the research, which deals with the
role of culture on tourism development and considers the broader aspects of the cultural
sector, not only a specific type of tangible cultural heritage. More precisely, it reminds us
that culture includes numerous tangible and intangible cultural aspects that should be
embraced for sustainable tourism development modeling.

Additionally, by confirming the positive influence of GDP per capita and educational
attainment on sustainable tourism development, we underline the importance of other
development drivers. We have found that a destination’s development level and human
capital facilitates the impacts of the cultural sector on tourism demand and employment.
Therefore, to avoid stagnation and ensure sustainable development in the future, it is
necessary to consider human capital as an important driver for enhancing the potential of
culture and tourism in the overall development and well-being of a destination.

Finally, the importance of such findings are accentuated when the planning processes
of sustainable tourism development are in focus. Since cultural heritage and created
cultural resources present comparative advantages of a destination, while government
expenditure on culture presents one of the elements of a competitive advantage of a
destination, we conclude that without the developed governance of culture and cultural
sector within a destination, the comparative advantages of a destination are not fully
exploited, and the competitiveness of a destination is outranked.

As a final point, for further research it would be crucial to find a specific approach
in considering the role of other forms of tangible and intangible cultural resources in
tourism development, especially on a local and regional level. Furthermore, enlightening
the structure and mechanism design of created resources and destination management
factors, would allow us to fully observe synergies between culture and sustainable tourism,
as well as to develop policies that will result in a more resilient tourism destination.
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