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THE ROLE OF DIGITALIZATION, TOURISM AND HUMAN CAPITAL
DEVELOPMENT IN THE ECONOMIC GROWTH OF THE REPUBLIC OF
MOLDOVA

ABSTRACT

The purpose of the research is to examine the impact of digitalization, tourism, and
human capital on the economic growth of the Republic of Moldova. The study aims to
explore the relationship between the country's economy and the level of digital development,
which offers ample opportunity for investigation.

The methodology of the research - various analytical methods, including comparative
analysis, expert evaluation, and statistical methods, were employed during the research
process.

The results of the research is to highlight the need to identify the type and intensity of
the connection between tourism and the economy and the link between tourism, human
capital, and the country's economic power. The study also analyzes data from different
countries to explore the impact of human capital on digitalization levels, tourism, and
economic development.

The practical importance of the research - the research has practical significance as it
examines the relationship between human capital, digitalization, tourism, and economic
development in various countries, depending on the role of tourism in their economic
structure.

The originality and scientific novelty of the research lies in its analysis of the
connection between the level of human capital and the level of digitization in tourism and
services. This research has verified the hypothesis that there is a correlation between the
contribution of travel and tourism in GDP and Human Capital.

Keywords: tourism, digitalization, human capital, economy, Gross Domestic Product.

INTRODUCTION

The Republic of Moldova must be prepared for the next industrial revolution that will
start according to the forecasts in 2030. That is why it is necessary to develop information
technologies and harmonize them with the technologies of commercial partners. In addition,
to obtain practical results from their use, it is required to implement them in different spheres
of the national economy, such as tourism and service provision. Tourism represents a complex
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economic-social system that includes interconnected elements such as the tourist himself, the
third parties who organize the travel, the relationships that appear during the travel process,
and the tourist infrastructure. Tourism influences the country's economy because it creates
added value, and tourism companies and companies that provide services and products to
tourists pay taxes from the income.

The revenues positively affect the state's economy since they can be used for
reinvestment in the company's activities, such as modernization. According to the World
Tourism Organization, spending on tourism was USD 590.5 billion in 2021, which is still a
low result compared to 2019, when spending reached USD 1466 billion [17].

The growth effect initiated by tourism is transmitted along the chain to other sectors of
the economy. As there would be the positive effect on the sphere of investments, new jobs are
created, the turnover is expanded, and as a result, the income sources of the majority of the
population increase through wages, rental income, and profit from commercial activity.

The Part of the revenues, which also tend to increase, go to the budget through tax
revenues and other mandatory contributions. In addition, the state treasury is supplemented by
import customs duties. The financial resources collected in this way can be used again to
finance the tourism sector by providing material assistance in organizing recreation
infrastructure.

Literature analysis

Michael J. Clancy noted that the impact of global tourism on less developed economies
has long been an area of interest for researchers and state governments [1]. S. T. Katircioglu
explained that there is an essential question whether tourism determines economic growth or
whether economic growth determines tourism development [3].

The influence of new digital systems on profitable processes is studied in the works of
Kiel D., Arnold C, Muller J.M., and Kai-Ingo Voigt [5], where the authors specify the
changes that had been introduced by the Industrial Revolution 4.0 in the process of creating
and providing services and material goods. There is still space for research on the link
between the level of the economy and the degree of development of the tourism industry in
the country. Tourism is a fruitful source of jobs and financial resources, which has
substantially affected the economies of countries that lack other sources of income in the state
budget.

The Object, subject, and methods of research

The research object is the sphere of tourism and its interdependence with human capital
and the country's economic development. The primary purpose of the research is to identify
the presence or absence of the interdependence of tourism, human capital, and the economy.
Scientific methods such as the deductive and inductive methods were used in this paper. The
data was collected from UNWTO and STATISTA, and processed using EViews. Economic
research was done to understand the financial bind between Human Capital, tourism, and
economic growth. A study was conducted to understand the effects of Human Capital on
tourism.

Interdependence between tourism and the economy

Every country tends towards a developed economy that can maintain a high standard
and quality of life. A high level of tourism in the country provides additional resources to the
state budget and local economic actors. Economic growth is not a spontaneous phenomenon
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that can start randomly, and it requires all possible measures to enhance the economic
progress of a country.

In a developing country such as the Republic of Moldova, economic growth plays a
significant role in the emergence and development of job opportunities, in increasing the level
of education and gross domestic product (GDP) per capita, as well as in eradicating exclusion
of social, and in many other fields. Job generation, foreign exchange, and community well-
being are significant manifestations of the development of the tourism sector. However, these
gains are often diminished due to the exogenous dominance of the tourism industry and
regional inequalities [4]. Attracting foreign investment was one of the most popular policies
of the least developed regions during the 1960s and 1970s.

There was a popular theory that promoting the development of regional peripheries
could be achieved through domestic investments in regional tourism. Even when developing
countries prioritize local investment, mainly based on employment, the choice between local
and external development may be available later [10].

Numerous studies have tried to showed that tourism can stimulate regional development
and produce regional imbalances [9]. Tourism is often limited to a few attractive regions that
benefit significantly from all types of tourism investment and spending. In contrast, other
areas need to be more addressed regarding domestic investment. In addition, tourism often
results in weak cross-sectoral linkages (backward linkages), which show the inability of the
tourism industry to play a leading or mobilizing role in regional development.

In the Republic of Moldova, the tourism sector has a significant potential due to the
existence of space for the extensive development of the given sector. The Republic of
Moldova has many natural and anthropogenic tourist objects. The most significant percentage
of foreign tourists visiting the Republic of Moldova are from Romania due to the
geographical proximity and the lack of linguistic and cultural barriers. According to Figure 1,
The United States of America has the largest surplus in the trade balance, yet the US does not
depend on tourism largely.

Figure 1.
Countries with the largest surplus in the travel balance in 2019
(USD billion)
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According to Figure 2, the contribution of tourism revenues to the country's GDP is
higher for countries that do not have large export capacities, especially for products with an
increased benefit. Macao (a special administrative region of China) is in the first place,
followed by Jordan, Spain, Croatia, and other countries. These regions are not necessarily the
most popular in the world because France, a beautiful tourist center, is also an exporter of
automobiles, airplanes, and pharmaceutical products.

Figure 2.
Contribution of travel and tourism in GDP, 2018
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Source: World Tourism Organization (UNWTO) [17].

The effect of the pandemic on the sphere of tourism

The pandemic of 2020 accelerated the wave of the global economic crisis. The most
significant damage had been done to the tourism sector and small and medium-sized
enterprises in all countries of the world. Still, at the same time, it showed the enormous
contribution of entrepreneurial activity in the tourism sphere on the GDP. The World Travel
and Tourism Council produces reports on the impact of travel and tourism on world
economies and employment for 185 countries and 25 geographic regions of the world. These
reports, together with Oxford Economics, are a fruitful source of important data that provides
evidence of the value that travel and tourism bring to the economy so that their policies and
investment decisions support the given sector. Before the pandemic, travel and tourism
accounted for 1 in 4 of new jobs created globally, 10.6% of all jobs.

Meanwhile, foreign visitor spendingin 2019 was US$1.7 trillion (6.8% of total exports,
274% of global service exports). The WTTC's latest annual research shows that the travel and
tourism sector has suffered a loss of almost $4.5 trillion and will reach $4.7 trillion in 2020,
with a major drop of 49.1% in its contribution to GDP compared to 2019, compared to a 3.7%
decline in global GDP in 2020. In 2019, the travel and tourism sector's share of global GDP
was 10.4%, which dropped to 5.5% in 2020 due to restrictions on mobility dictated by the
pandemic. In 2020, 62 million jobs were lost, a drop of 18.5%, leaving just 272 million jobs
in the global sector, compared to 334 million in 2019. Government co-financing schemes and
reduced working hours supported many jobs. Many jobs could be lost without a full recovery
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in Travel and Tourism. Spending by domestic tourists fell by 45% while spending by foreign
tourists fell by 69.4% [12].

According to Figure 3, in 2020, a minimum of tourism's contribution to GDP was
recorded due to the pandemic situation and the restrictions on traveling long distances for the
population and the quarantine on the national level in most countries.

Figure 3.
Share of GDP from Tourism and travel in the world, 2014-2021
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Tourism is becoming one of the most profitable growth engines for the world economy.
Global tourism receipts are a key source of foreign currency, especially euros and dollars,
which offset trade balance deficits. In addition, because global tourism contributes to every
sector of the economy, budget deficits can be reduced from tax revenues generated through
travel and tourism-related activities.

According to Figure 4, in the pre-pandemic period of 2019, the contribution of tourism
to the GDP of the countries of the world was 9630 billion US dollars. With the emergence of
SARS-CoV-19 and the establishment of the emergency regime, the contribution of tourism to
the GDP was substantially reduced to 4775 billion. US dollars in 2020, increasing to 5812
billion. US dollars in the year 2021.

Figure 4.
Contribution of travel and tourism to world GDP, billion USD
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Human capital

Any country aspires to have an economy based on innovation and technology must first
look at the quality of its human capital, which absorbs and produces technological advances.
Improving this fundamental component of the economy has broad positive effects. Still, as the
OECD notes, since the late 1990s, it has been recognized that high-income economies "are
more heavily dependent on the production, distribution, and use of knowledge than ever
before.”[14] A wide diffusion of skills and knowledge in the economy is the starting point for
modern economic competitiveness and is essential for achieving sustainable and inclusive
growth.

This common-sense statement was proved by years of economic studies. A recent
article found a "positive, statistically significant relationship between GDP per capita and the
innovative capacity of human capital (as evidenced by the number of patents) and employee
qualification (secondary education) as expected by economic theory.”[6] An International
Monetary Fund (IMF) study indicated that although the macroeconomic impact of patents is
currently understudied, average growth rates correlate with patents, primarily through their
impact on research and development. All of this points to the clear value of a well-developed
human capital base.

The quality of education, rather than access to education, correlates more strongly with
economic growth because the quality of education is a greater determinant of potential
individual earnings. Access to education alone can be a misleading indicator. In Ghana and
Kenya, for example, even university graduates have lower literacy levels than OECD
residents who have completed a primary school. Translating access to quality education
requires institutional changes, but adding technological resources can be a necessary impetus
and driver of change.

Human capital also influences tourism; considering that there is a large number of
tourists who are willing to spend their money traveling, the municipalities of the tourist
destinations, together with their tourism organizations, travel agencies, hotels, and other
relevant bodies, decided to compete for a share of these total tourism expenditures. This is a
vital funding source given the global economic downturn and strong competition in the real
sector, which created more multinational companies and left little space for SMEs. Almost
every company is exposed to international competition, even operating exclusively within its
own region.

The future results and motivation of employees are determined by the extent to which
their expectations are met in terms of the value of remuneration for the results obtained. If
employees expect continuously improved service quality, it is necessary to determine the
award for quality improvement in advance. Rewards can be financial or non-financial and
based on individual or team achievements. Traditional compensation systems are based on
material remuneration and the like. However, these practices do not constitute a solid platform
for continuous quality improvement and innovation, because they are not based on team
achievements. As the strongest motivating force, such systems do not encourage teamwork,
which is so important for exchanging information and ideas and expanding knowledge.

According to Figure 5, The Human Capital Index is one of the highest in Macau
(China), whose source of income is mainly tourism. The US also has a high human capital
ratio, but tourism is not the main source of GDP growth, as this state has many other highly
developed industries.
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Figure 5.

Human Capital Index of states, 2020
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The Granger test was applied to verify the hypothesis that there is a correlation between
the contribution of travel and tourism in GDP and Human Capital and to detect the these
causal link. The results obtained using the software EViews for the available statistical data
series (2010-2021) are presented in Table 1.

Table 1.
Results of the Granger test for causation
Null hypothesis: F-Statistic Probability
Contribution of travel and to_urlsm in GDP does not 0.5674 0.6421
Granger Cause Human Capital
Human Capital d_oes pot Granger Cause Contribution 0.6482 0.4923
of travel and tourism in GDP

Source: author's calculations.

The authors use lag = 2 for the Granger causality test and at a standard error of 5%. The

test results showed no causal relationship between the contribution of travel and tourism in
GDP and Human Capital.

Tourism in the Republic of Moldova

According to the International Tourism Highlights Report, tourism generates more than
US$5 billion daily. Therefore, total global tourism receipts, including passenger transport,
were US$1.7 trillion in 2018, with more than 1.4 billion international arrivals recorded
worldwide [13]. Globally, approximately 20% of the jobs that have been created in the last
five years have been directly related to tourism [16]. According to the discussion above on the
significance of tourism in terms of economic growth, the primary purpose. The purpose of
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this study is to examine the impact of tourism on the economic growth of the Republic of
Moldova. The role of tourism in developed countries such as Australia, New Zealand, Japan,
Singapore, France, and many other nations has been studied extensively. However, there
needs to be more literature on the role of tourism in economic growth in developing countries
such as the Republic of Moldova. In addition, this study also explores the effect of several
noteworthy variables such as human capital, official development assistance, and investment
in the region.

New technologies have irreversibly revolutionized the way management activity takes
place. Classical management was based on managing industries, and the new management is
now based on managing information and the IT sector. This trend has also revolutionized the
service market, including the tourist market. At the current stage, information technology is a
"synthesis of electronic, computational technologies in the field of telecommunications,”
which allows the effective processing and communication of data in time and space.

Tourism could be promoted in Moldova by using loyalty programs based on
cryptographic loyalty tokens, booking systems with near zero percent fees, and a voting
system based on blockchain to vote for the best hotel or tourist destination, using blockchain
technology to make votes immutable, public, and transparent. The tourist destinations in
Moldova undoubtedly have a lot of potential [7].

The formulation of effective policies for tourism development in the Republic of
Moldova must have the development between government departments links in its structure.
Where the Ministry of Economy and Infrastructure will establish the state policies for the
development of the tourism industry, the Ministry of Finance will create fiscal opportunities
through fiscal policy to stimulate the growth of this branch, the Ministry of Foreign Affairs
and European Integration will contribute to attracting tourist flows by facilitating the visa
regime [8],

As we see from Figure 5, investments in human capital represent an important interest
in the development of national tourism because they represent the source for educating
specialists in the field, who will be employed in the tourism sphere.

The service sector and digitalization influence

The level of digitization largely determines the quality of the services provided. The
constant increase in labor productivity in various areas of service provision due to the
introduction of new technologies and automation makes the sphere of services and tourism the
major source of income. The development of the service sector is a universal process, which
in the last two decades has been determined by a combination of the following key trends:

1. Changing social interactions;

2. New trends in service provision;

3. Development of the economy of shared consumption and the economy of
cooperation.

The digital transformation of the economy is defined as a socio-economic
transformation initiated by the mass adoption and assimilation of digital technologies that
tend to change how information is transmitted.
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Despite the relative maturity of digital technologies and remote communications, the
number of their users and the use volumes continue to grow. The number of users of remote
communication technologies worldwide increased by 8.6% from April 201 8 to April 2019, or
more than 350 million people. The largest growth in internet users in 2018 was provided by
such countries as India and China (44 and 29 million, respectively). The number of mobile
internet connections (excluding 10T connections) is, as of April 2019. 7.787 billion or an
average of 1.52 connections per unique internet user. According to the Ericsson Mobility
Report in June 2019, the number of Internet connections is 8.6 billion. It shows that the
volume of mobile Internet traffic increased by an average of 4 billion gigabytes per quarter.

The transformation of the digital economy is combined with several socio-economic
changes, such as globalization, changes in market regulation, price pressure, and market
volatility [2]. The digitization of the economy has led to the formation of a digital type of
service provision and a digital type of consumption.

CONCLUSIONS

Therefore, in conclusion, the tourism sector and the digitalization of the services sector
in the Republic of Moldova can significantly contribute to long-term economic growth.
Therefore, the Republic of Moldova should focus on establishing tourist infrastructure,
facilities sites, etc.. which can enrich tourists' choice of destinations in the Republic of
Moldova. Strengthening the tourist environment will increase the interest of investors in the
tourism industry in the Republic of Moldova. Thus, a clear vision is needed for comprising
prudent and effective policies to encourage the development of the tourism sector and,
therefore, the country's economic growth. The Republic of Moldova is empowered with major
opportunities that can attract international tourists.

Promoting the tourism sector will bring multidimensional benefits to society.
Investment in the tourism sector would help in infrastructure development as it would lead to
the construction of airports, highways, and other transport networks, the establishment of
retail markets, the construction of hotels and restaurants, and the provision of other services
relevant to the travel and tourism sector. Consequently, there would be more employment
opportunities for natives and revenue from tourist arrivals that could be spent on providing
health, education, housing, and other basic amenities. Therefore, there would be a direct
impact on the standard of living and socio-economic status of the residents of the
region/nation where tourism-related investments are injected. Similarly, international tourists
would not only play their role in accelerating the host country's economic growth but also
create a positive word of mouth to raise the country's image and enhance its reputation as a
global tourism destination. Therefore, Human Capital does not directly affect the share of
tourism in GDP, it may accelerate the economy by its impact upon other sectors of the
economy.
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POJIb ITU®POBU3ALIUU, TYPU3MA U PASBUTUA YEJTOBEYECKOI'O
KAIIMTAJIA B OKOHOMHUYECKOM POCTE PECIIYBJIMKHU MOJIJIOBA

PE3IOME

Lesab ncciaenoBaHusi - U3yYUTh BIMSHUE LU(PPOBU3ALMU, TYpU3MA U YEIOBEUECKOTO
KanuTajga Ha SKoOHoMHueckuil poct PecnyOmuku Monjosa. MccnenoBaHue HanpaBieHO Ha
U3y4eHHE B3aUMOCBSI3U MEX/1y SKOHOMUKOM CTpaHbl U YPOBHEM LIU(POBOTO pa3BUTHSL.

Metogosorus MccaeJ0BaHUs - B MPOLECCE UCCIECNOBAHUS UCIOIb30BAINCh Pa3Iny-
HbI€ AaHAIUTUYECKUE METO/bI, BKIIIOYas CPABHUTEIbHBIM aHAJIN3, SKCIIEPTHYIO OLIEHKY U CTa-
TUCTUYECKUE METOLBI.

Pe3yabTaThl HCCI€I0BAHMSL IOJYEPKUBAIOT HEOOXOJUMOCTb BBISBICHUS THUIIA H
WHTEHCUBHOCTH CBS3U MEXKIY TYPU3MOM MU DKOHOMHUKOH, a TaKXKE CBA3b MEKIY TYPHU3MOM,
YEJIOBEYECKUM KallUTAJIOM M YKOHOMHYECKOW MOIIBIO CTpaHbl. B Mccaen0BaHUM TakKe aHa-
JU3UPYIOTCS JaHHBIE U3 Pa3HBIX CTPaH, YTOOBI U3yYUTh BIUSHHE YEIOBEUECKOI0 KaluTasna Ha
ypOBEHb U(POBU3ALMH, TYPU3MA U S3KOHOMUYECKOTO PA3BUTHSI.

IIpakTHyeckass 3HAYMMOCTHL MCCJIEIOBAHUSA - WCCIEJOBAHUE MMEET IPAKTUYECKYIO
3HAYMMOCTb, IIOCKOJIBKY PAacCMaTpUBACT B3aMMOCBA3b MEXKAY YEJIOBECYECKUM KaIllUTAIOM,
udpoBU3alel, TYpU3MOM U HKOHOMMYECKHM PA3BUTHUEM B PA3IUYHBIX CTpaHax B 3aBH-
CUMOCTH OT POJIA TypU3Ma B UX DKOHOMHUYECKOU CTPYKTYpE.

OpHuruHAIBHOCTL M Hay4YHasi HOBH3HA MCCJIEJI0BAHUSI 3aKIIOYAIOTCA B aHAIN3E
CBSI3M MEXJy YPOBHEM YEJOBEYECKOro KaluTajla M ypoBHEM Lu(poBU3aluu B cdepe
Typu3Ma. B 3ToM uccinenoBanun Obla MPOBEpPEHA TMIIOTE3a O KOPPENSALUS MEXIY AoJen
TypusMa B BBII u yenoBeueckum Karuraaiom.

KawueBble cjoBa: TypusM, HU(poBH3alMs, YeIOBEUECKMH KamuTal, 3KOHOMHKA,
Banosoii Buyrpennuii IIpoaykr.
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