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FOREIGN TOURIST DEMAND IN EASTERN CROATIA 

INOZEMNA TURISTI KA POTRAŽNJA U ISTO NOJ HRVATSKOJ 

 
ABSTRACT 

 
Foreign tourist demand is in constant and stable growth during recent decades and has proven to 
be a relevant factor for economic growth and development of many countries. Revenues reached 
by different countries owing to the inflow of foreign tourists have positive effects on employment 
growth, income of residents and infrastructure development. Understanding the motivational 
factors of foreign tourists should serve as a basis for developing strategies to attract foreign 
tourists that would be successful. Knowledge about factors that are statistically significant for the 
selection of eastern Croatia as a destination for foreign tourists could greatly contribute to the 
understanding of their motivation. This paper explored the factors that determine foreign tourist 
demand from major emitting countries for tourists who visit eastern Croatia. In the paper tourist 
demand is approximated by the number of overnight stays of foreign tourists in five Slavonian 
counties. Independent variables in the model were incomes of tourists, travel costs, 
accommodation capacity, exchange rate, weather conditions and the level of prices in the 
destination. Econometric models of foreign tourist demand were estimated for the five most 
common emitting countries for the period from 1995 to 2014, and the results were accordingly 
interpreted. The analysis showed that tourist demand from Austria and Germany depends on the 
accommodation capacity, those from Bosnia and Herzegovina and Italy depends on their own 
income, and those from Slovenia depends both on their own income and accommodation 
capacity. The research results provide those employed in the tourism sector with additional 
insights into the behavior of foreign tourists, and also how and which variables should be 
influenced in order to attract more tourists from the countries included in the analysis. The costs 
of travel and weather conditions did not prove to be significant determinants of tourist demand. 
 
Key words: foreign tourist demand, tourist behavior, econometric model, the OLS method, 
tourism. 
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SAŽETAK 
 
Inozemna turisti ka potražnja posljednjih nekoliko desetlje a je u stalnom i stabilnom porastu te 
se pokazala kao relevantan faktor za ekonomski rast i razvoj mnogih država. Prihodi koje države 
ostvaruju zahvaljuju i priljevu inozemnih turista imaju pozitivne u inke na porast zaposlenosti, 
prihode stanovnika te razvoj infrastrukture. Razumijevanje motivacijskih faktora inozemnih 
turista trebalo bi služiti kao temelj za razvijanje strategija za privla enje inozemnih turista koje 
bi polu ile uspjeh. Saznanja o tome koji faktori su statisti ki zna ajni za odabir isto ne Hrvatske 
kao destinacije za inozemne turiste mogle bi uvelike pridonijeti razumijevanju motivacije 
inozemnih turista na dolazak. U ovom radu su istraženi faktori inozemne turisti ke potražnje 
glavnih emitivnih zemalja iz kojih dolaze turisti koji posje uju isto nu Hrvatsku. Turisti ka 
potražnja je u radu aproksimirana brojem no enja inozemnih turista u pet slavonskih županija. 
Kao nezavisne varijable u modelu uzeti su prihodi turista, troškovi putovanja, smještajni 
kapaciteti, te aj, vremenske prilike i razina cijena u destinaciji. Procijenjeni su ekonometrijski 
modeli inozemne turisti ke potražnje za pet najzastupljenijih emitivnih zemalja za razdoblje od 
1995. do 2014. godine te su rezultati na taj na in i interpretirani. Analiza je pokazala da 
turisti ka potražnja iz Austrije i Njema ke ovisi o smještajnim kapacitetima, iz Bosne i 
Hercegovine i Italije o vlastitim prihodima, a iz Slovenije o vlastitim prihodima i smještajnim 
kapacitetima. Rezultati provedenog istraživanja omogu uju turisti kim djelatnicima dodatni uvid 
u ponašanje inozemnih putnika te kako i na koje varijable trebaju utjecati kako bi privukli što 
više turista iz država obuhva enih analizom. Troškovi putovanja i vremenske prilike se niti u 
jednom modelu nisu pokazale zna ajnim odrednicama turisti ke potražnje. 
 
Klju ne rije i: inozemna turisti ka potražnja, ponašanje turista, ekonometrijski model, OLS 
metoda, turizam. 
 
 
1. Introduction 

Tourism is comprised of many economic and social activities and is directly related to the 
economic development of every modern society. It proved to be one of the most important 
economic branches of developing countries, including the Republic of Croatia. The development 
of tourism has been greatly influenced by the inflow of financial assets of foreign tourists into the 
Croatian economy, which allowed for foreign tourist demand to make a significant impact on 
changes in its social, cultural and economic structure. According to aforementioned facts, foreign 
tourist demand is one of the factors that should be studied in the context of the development of 
tourism. Revenues received by a country and individual regions owing to the inflow of foreign 
tourists have positive effects on employment growth, income of residents and infrastructural 
development. Although the Republic of Croatia is becoming an increasingly attractive 
international tourist destination, this mainly refers to the coastal part of the country and Zagreb.  

Eastern Croatia unfortunately has not had much success in attracting foreign tourists. Success of a 
destination in attracting foreign tourists should be based on an analysis of motivational factors of 
foreign tourists, which should enable the systematic and deliberate strategy to attract foreign 
tourists. Information and knowledge about the factors that influence the foreign tourist demand 
and determining statistically significant factors for foreign tourists’ making eastern Croatia their 
destination of choice could greatly contribute to understanding the motivation of foreign tourists 
to arrive. The main purpose of this paper is to identify those factors that most influence the 
arrivals of foreign tourists to eastern Croatia. Results of the study provide tourist professionals 
additional insight into the behavior of foreign tourists, as well as how and which variables should 
be influenced so as to attract more tourists from the countries included in the analysis. 
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2. Tourist demand 

Tourism is an industry that is rapidly changing and which has recently become the largest 
industry globally (Lise and Tol, 2002, 431). The fact that tourism is an economic activity of 
major importance for many countries has been universally accepted, and the same goes for the 
Republic of Croatia. Tourism contributes to the economy of certain countries due to its positive 
impact on international trade, but also employment, industrial and agricultural production, 
income level, culture and the fiscal sector (Dritsakis and Athanasiadis, 2000, 1). All of the 
aforementioned is the result of the fact that tourism involves a number of different economic and 
social activities involving members of all classes and inhabitants of different countries (Dritsakis 
and Athanasiadis, 2000, 1). 

Choosing a tourist destination, especially an international one, is a complex process that is the 
result of many factors, such as economic, demographic, technological, psychological, political 
etc. (Dritsakis and Athanasiadis, 2000, 2). According to Dritsakis and Athanasiadis (2000, 2), the 
most important variable that has a positive effect on international tourist demand of a destination 
is the emissive country’s GNP. GNP growth increases disposable income of tourists and thus 
their ability and will for consumption of various goods and services. Empirical studies have 
shown that with the increase of the per capita income of a country, the country's inhabitants 
would more likely be able to afford to travel abroad (Gray, 1966). Several authors have 
demonstrated that relative prices are an important variable that influences foreign tourist demand 
(Loeb, 1980). It has been proven that along with the decline in destination’s prices, the number of 
international tourist arrivals would increase. The exchange rate also showed to be a relevant 
variable by different authors (Uysal and Crompton, 1984). Price of the domestic currency will 
affect the tourists in such a way that the decrease in domestic currency price will cause an 
increase of the foreign tourist demand. Tourist arrivals also depend on transportation costs. 
Several authors included this variable in their own research (Askari, 1971; Guthrie, 1961; Fuji 
and Mak, 1980) finding that the increase in transport costs results in a decline in the number of 
arrivals. Although it is believed that many tourists take weather conditions into consideration 
when choosing a destination, most authors take climate for granted, considering only variables 
such as prices, costs and various sociological and psychological factors (Crouch, 1995; Lim, 
1997; Witt and Witt, 1995). Only a few authors include climate and climate change as factors 
when analyzing foreign tourism demand (Barry and O'Hagan, 1972; Syriopoulos and Sinclair, 
1993; Lise and Tol, 2002). Aforementioned authors found that the climate and weather conditions 
are an important variable of foreign tourist demand and that they will influence the choice of 
dates of travel and the behavior and activities of tourists in the selected destination. Based on the 
analysis of the relevant literature, the aforementioned variables will be included in the analysis. 
Aside from these factors, psychological factors, such as time availability and the need to escape 
from the daily routine are also important factors. Psychological factors can to a certain extent 
explain the changes in tourist demand and are becoming one of the most important aspects to 
explain tourism demand (Ryan, 1991). 
 
2.1.  Tourism in eastern Croatia 

Tourism is a key part of the strategy of economic development of many developing countries 
(Uysal and Crompton, 1984), and also the Republic of Croatia. Since the second half of the 20th 
century tourism has an important role in the development of the Croatian economy, mainly owing 
to arrivals of foreign tourists. Most foreign tourists travel to Croatia from developed countries, 
mostly from Germany, Slovenia, Austria, Czech Republic, Italy, Poland, Slovakia, Netherlands, 
United Kingdom and Hungary (Central Bureau of Statistics, 
(http://www.dzs.hr/Hrv_Eng/publication/2015/04-03-02_01_2015.htm).  
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Although tourism proved to be one of the most important industries in the Republic of Croatia, 
this is not reflected in the attention given to it by tourism professionals, politicians and 
researchers. O'Hagan and Harrison (1984, 921) argue that the main reason behind this is the lack 
of adequate data as well as the specifics of the tourist demand. Therefore there is a need for 
explanation and analysis of the factors and variables that determine foreign tourist demand for 
eastern Croatia in order to ensure adequate data for the development of more favorable strategy to 
attract foreign tourists. 

Although tourism in Croatia is mainly reliant on foreign tourists, this is mainly the case for the 
maritime, coastal area of the country. The average share of nights spent by foreign tourists in the 
total number of overnight stays in Croatia for the observed period amounted to 88.3%. However, 
in eastern Croatia, the share of foreign tourists was still much smaller. Thus, in the period the 
average share of nights spent by foreign tourists in the total number of total overnight stays equal 
to 24.6%. This is exactly where there is room for progress and where special attention should be 
allocated for attracting foreign tourists. 

In 2014, eastern Croatia (the data for five counties: Virovitica-Podravina, Pozega-Slavonia, Brod-
Posavina, Osijek-Baranja and Vukovar-Srijem are included) was visited by a total of 164 809 
tourists, of which 57 281 were foreign. On average, foreign tourists in eastern Croatia stay for 2 
nights, while the average for the whole of the Republic of Croatia is 5.3. A more detailed analysis 
of the structure of foreign tourists points to the fact that eastern Croatia is mostly visited by 
tourists from Germany (14.9%), Italy (13.7%), Bosnia and Herzegovina (9%), Slovenia (7.3%) 
and Austria (6.6%) as shown in Figure 1. These countries are also taken into consideration and 
regression models have been estimated for them using the OLS method. 
 
Figure 1 Number of overnight stays of tourists from Austria, Bosnia and Herzegovina, Slovenia, 

Germany and Italy in eastern Croatia 

 
Source: authors' calculation 

 
 

3. Data description 

This chapter describes the variables used in the empirical part of the study and the data sources 
are given. All data used in this study are on an annual basis and relate to the period from 1995 to 
2014. The selection of data sources is based on their availability. Tourist demand is approximated 
by the number of overnight stays of the foreign tourists in eastern Croatia (sum of overnight stays 
of the foreign tourists in Virovitica-Podravina county, Pozega-Slavonia county, Brod-Posavina 
county, Osijek-Baranja county and Vukovar-Srijem county). There is a large number of 
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independent variables used in the models of foreign tourist demand. The most commonly used 
variables are income, relative prices, exchange rates, transport costs (Sinclair and Stabler, 1997; 
Song and Witt, 2000) and time trend, expenses for marketing and special events are sometimes 
also included (O'Hagan and Harrison, 1984; Song and Li, 2008).  

The variables or determinants of tourist demand can be classified in three categories: the 
characteristics of the countries from which tourists come (income of countries from which 
tourists come, population size, etc.), the relation between the country from which tourists come 
and destination such as relative prices, exchange rate, geographic and cultural similarity, and the 
characteristics of destination (degree of destination development, infrastructure, health, education 
level, length of coastline area etc.), (Eilat and Einav, 2004; Phakdisoth and Kim, 2007). 

In this study, consistent with theory and data availability, income of tourists (approximated with 
real GDP of the country of residence of tourists expressed in US dollars, in constant prices (2005 
= 100)), prices in the destination (approximated with exchange rate between the Croatia and the 
country of residence of tourists and with ratio of consumer price indices of the two countries), the 
cost of travel from a country of residence to the destination (approximated with the price of crude 
oil in OECD countries), weather conditions (approximated with the number of clear days in 
Hydrometeorological station Osijek) are selected. List of variables used in this study together 
with their assigned codes and data sources is given in Table 1. 
 

Table 1 List of variables, labels and the data sources used in the study 
Variables Label Source 

number of overnight stays of foreign 
tourists yt 

Institute for Tourism of the Republic of Croatia; 
Central Bureau of Statistics of the Republic of 
Croatia 

gross domestic product gdpt World Bank - World Development Indicators 

exchange rate  ext 
Croatian National Bank; The Bank of Slovenia; 
Central Bank of Bosnia and Herzegovina; 
author's calculation. 

consumer price index cpit World Bank - World Development Indicators 
transportation costs tct OECD 

the average number of clear days cdt 
Meteorological and Hydrological Service of the 
Republic of Croatia 

the number of rooms available for rent 
in eastern Croatia rt 

Central Bureau of Statistics of the Republic of 
Croatia 

Source: author's calculation 
 

4. Econometric model 

After all variables that will be included in the model are defined and described, an econometric 
model is defined as  

 itttttttt cpircdtcexgdpy 654321
0  (1)

Due to the decrease of variance, before including in the model, all the variables are 
logarithmized. Also, two binary variables are included in the model: D1995 (which includes the 
impact of war operation Oluja that occurred in summer 1995, and takes the value 1 for the year 
1995, and the value 0 in all other years) and D1999 (which includes shock in the number of 
overnight stays in 1999 that can be considered as a result of NATO intervention in Serbia and 
Montenegro and the Kosovo crisis, and takes the value 1 for 1999 and the value 0 in all other 
years). The model is: 
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itt

ttttttt

D
Dlcpilrlcdltclexgdplly

1999
1995_

8

76543210  
(2)

This model will be estimated using OLS method for each country (Italy, Bosnia and Herzegovina, 
Slovenia, Austria and Germany). 
 
5. Results of research 

After the model was defined, models for major emitting countries are estimated and the results 
are shown in Table 2. 

Table 2 Models of foreign tourist demand for eastern Croatia 

Variables Austria 
Bosnia 

and 
Herzegov

ina 
Italy Germany Slovenia 

cons -
97.96114 
(0.198) 

-15.43739 
(0.000) 

-
33.76487 
(0.162) 

-38.22411 
(0.252) 

-39.98856 
(0.020) 

lgdpt 3.561179 
(0.217) 

1.201927 
(0.000) 

1.619519 
(0.066) 

1.437434 
(0.247) 

1.731157 
(0.034) 

lcpit -
1.734519 
(0.458) 

_ 4.088166 
(0.000) 

_ _ 

lext _ -2.697026 
(0.202) 

-
0.353734

5 
(0.072) 

_ _ 

lcdt - - - - - 
ltct -

0.252535
6 

(0.456) 

_ _ _ _ 

lrt 1.708317 
(0.001) 

_ _ 0.8161966 
(0.031) 

0.8451939
(0.073) 

D1995 _ _ -
0.830067

9 
(0.001) 

_ _ 

D1999 -
0.234881

4 
(0.117) 

-
0.3063921 

(0.162) 

-
0.216161

3 
(0.147) 

-
0.2422443 

(0.136) 

-
0.2233139 

(0.312) 

R2 0.9456 0.8816 0.9149 0.8290 0.8539 
Adj. R2 0.9209 0.8594 0.8849 0.7896 0.8202 
F  
(p-value) 

38.26 
(0.0000) 

39.71 
(0.0000) 

30.12 
(0.0000) 

21.01 
(0.0000) 

25.33 
(0.0000) 

D-alt.  
(p-value) 0.7521 0.9641 0.7034 0.8245 0.4770 

Breusch-Godfrey  
(p-value) 0.6819 0.9586 0.6386 0.7923 0.4070 

ADF residual test 
(p-value) 

-4.238 
(0.0006) 

-4.149 
(0.0008) 

-3.715 
(0.0039) 

-3.353 
(0.0127) 

-2.63 
(0.099) 

Breusch-Pagan test 
of 
heteroskedasticity 
(p-value) 

0.4836 0.2562 0.8970 0.9966 0.3839 

Source: authors' calculations. 
Note: p-value in parentheses, significant results (10%) are marked bold. 
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After estimation, each model was tested for its adequacy. Durbin's alternative test of first order 
autocorrelation of the residuals was conducted. The null hypothesis of the test is no 
autocorrelation, and the alternative hypothesis is the existence of the first order autocorrelation of 
residuals. Also, Breusch-Godfrey test of the higher order autocorrelation of residuals was 
conducted. The null hypothesis of the test is no autocorrelation, and the alternative is the 
existence of the higher order autocorrelation of residuals. Using ADF test the stationarity of 
obtained residuals was tested. The null hypothesis of the test is the existence of a unit root i.e. 
unstationarity of residuals, and the alternative hypothesis is the absence of a unit root i.e. 
stationarity of residuals. F-test of significance of regressors in the model was also conducted. The 
null hypothesis is an insignificance of all regressors in the model, and the alternative hypothesis 
is the existence of at least one significant regressor in the model. Homoscedasticity of residuals 
was tested using Breusch-Pagan/Cook-Weisberg's test. The null hypothesis of the Breusch-
Pagan/Cook-Weisberg's test is the equality of variances errors i.e. homoskedasticity of residuals, 
and the alternative hypothesis is heteroskedasticity of residuals. The results of the tests are shown 
in Table 2. Analyzing given results it can be concluded that for all estimated models no 
assumption about the adequacy of the models was affected. 
 
6. Recommendations for future research 

In future studies it would certainly be recommended to include other variables, such as 
investments in marketing, such as expenses connected to visiting fairs and the like. It would also 
be recommendable to take the length of time series into account, which should perhaps be 
extended or the analysis should be carried out on quarterly data and compared with the results 
obtained in this study. 
 
7. Conclusion 

The analysis showed that tourist demand from Austria depends on the accommodation capacities. 
The analysis showed the same results for German tourists. In fact, visitors from Austria and 
Germany might prefer visiting the unexplored and unpopular destinations so additional capacity 
could entice these tourists to visit. Increase in their own incomes will have a positive impact on 
tourist demand in eastern Croatia with tourists from Bosnia and Herzegovina and Italy. These 
tourists apparently consider travelling to the analyzed destination as a luxury that they can afford 
only in situations in which they have higher levels of income on their disposal. It is possible that 
these tourists decide to allocate their income to travel to other destinations in the conditions of 
decreased levels of income. With tourists from Italy, the binary variable that includes the impact 
of the Oluja has shown to be statistically significant. Also, the exchange rate and relative prices 
are significant, although the signs are not in line with economic expectations. This can be 
explained by Italian tourists overlooking economic factors but regarding the political implications 
of visiting a destination due to their concern about their and their family’s safety over financial 
aspects of a tourist trip. Finally, tourists from Slovenia will base their decision of travelling to 
eastern Croatia on their own income and accommodation facilities. Therefore, it may be 
concluded that Slovenian tourists plan their overnights stays in eastern Croatia both based on 
their financial capabilities and destinations capabilities of accommodating them. Results of the 
study allow tour operators additional insight into the behavior of foreign travelers, and how and 
which variables should be influenced in order to attract more tourists from the countries included 
in the analysis. Transportation costs and weather conditions have not been proved to be 
significant determinants of tourist demand in either model. This may be the consequence of the 
purpose of the trip, which may not be solely for pleasure, but in most cases related to business, 
conferences or symposiums, cultural events (such as Vinkova ke jeseni), and family events (such 
as weddings and the like) purposes.  
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There are several implications of this research. First of all, it is revealed that foreign tourist 
demand from analyzed emissive countries (Germany, Austria, Bosnia and Herzegovina, Italy, 
Slovenia) depend on certain factors (exchange rate, income of tourists, accommodation facilities, 
relative prices). These information may direct politician and tourist decision makers to influence 
those factors in order to attract tourist from certain countries. Of course, the factors that could not 
be influenced should be taken into account when planning for tourist activities. For instance, 
intensification in marketing activities to attract tourists from Italy or Bosnia and Herzegovina 
should be in times of an income rise in those countries. Also, more accommodation facilities 
should be built to attract Italian and Slovenian tourists.  
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