
The tourism industry is frequently hailed as a catalyst for economic growth 
and job creation. In 2019, before the Covid-19 pandemic, it accounted 
for over 10% of global GDP and supported more than 330 million jobs 
worldwide. Tourist hotspots often transform into bustling economic hubs, 
with new restaurants, museums, and leisure establishments springing up 
to cater to the influx of visitors. Governments, eager for a post-industrial 
development strategy, increasingly turn to tourism as a potential solution. 
Policymakers in lower-income countries similarly advocate for it as a tool 
for fostering economic progress. Yet, does tourism truly fuel economic 
dynamism in these destinations, or is the relationship merely correlational? 
A deeper dive into the data reveals a nuanced picture. While tourists flood 
the streets of Barcelona and Madrid, the economic benefits of this surge 
are less straightforward than policymakers might wish.

Tourists rarely choose their destinations at random. They are drawn to 
locations that are inherently appealing: coastal areas with temperate 
climates or cities steeped in historical and cultural significance. Think Paris, 
New York, Barcelona, Tuscany, or Provence. The question, then, is whether 
these cities or regions would thrive regardless of tourism. Given their 
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intrinsic advantages, it is tempting to argue they would. Coastal locations 
are key for establishing logistical hubs, temperate climate can signify a 
competitive edge for agriculture as well as renewable energy generation, 
and historical development is indicative of regional potential for growth. 

A recent study by Libertad González and Tetyana Surovtseva1 offers new 
insights into the complex relationship between tourism and local labor 
markets. Focusing on Spain, a country that consistently ranks as the world’s 
second-most visited destination, the researchers developed an innovative 
method to isolate the causal impact of tourism on economic outcomes.

The Lure of Sunshine and Culture

Spain epitomizes both the allure of tourism and its government’s reliance on the 
industry as a cornerstone of economic policy. As the country’s most significant 
export sector, tourism-related activity accounts for nearly 30% of jobs in regions 
such as Las Palmas and the Balearic Islands, with the national average across 

1 �González, L.; Surovtseva, T.: “Do more tourists promote local employment?” 
Journal of Human Resources. (De próxima publicación).

Figure 1: Inflows: Proportional Contribution of French, German, UK, and US Tourists to Total International 
Arrivals by Province (Q1 2001)

Notes: This figure depicts the 
percentage of international tour-
ists from France, Germany, the 
United Kingdom, and the United 
States relative to the total inter-
national tourist arrivals in each 
province during the first quarter 
of 2001, based on Frontur data. 
The distribution is segmented into 
percentiles (25th, 50th, 75th, 
90th, and 99th) to illustrate vary-
ing levels of tourist concentra-
tion from these countries. In the 
following link you can find the 
video displaying the evolution 
of these shares for years 2001 
to 2018. Inflow shares from UK, 
Germany, France and the United 
States, 2001-2018.
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To determine the extent of each Spanish region’s exposure to external 
shocks, the researchers follow a two-step process. First, they identify 
Spain’s main competitors for international tourism by analyzing tourist 
outflow data from each source country and calculating how much 
these destinations matter to travelers from specific origins. Second, they 
determine the composition of international tourist inflows to Spanish 
provinces, as each region attracts a distinct mix of visitors by origin. 
By combining these steps, they assign shocks to regions based on the 
share of tourists from origin countries and the importance of impacted 
competing destinations.

Figures 2 and 3 illustrate this process in action. Figure 2 maps terrorist 
attacks globally during the third quarter of 2015, highlighting their 
widespread prevalence. However, not all such incidents affect Spanish 
tourism. For example, many attacks occur in countries like Yemen or 
Sudan, which are not significant competitors for Spain. Figure 3 focuses 
on Barcelona, illustrating its specific exposure to shocks during the 
same period and showing how different origin countries contribute to 
this vulnerability. Comparing the two figures reveals that only a subset 
of global shocks has a meaningful impact on Barcelona’s tourism, 
underscoring the selective nature of these effects and their dependency 
on the region’s unique tourist profile.

All shocks are aggregated at the provincial level, capturing the varying 
exposure of Spanish regions to global disruptions in tourism. Figure 4 
illustrates the exposure of Spanish regions to global terrorist attacks during 
the third quarter of 2015, a period marked by particularly high levels of 
violence.

By “distributing” external shocks across Spanish regions based on their pre-
existing tourist profiles, the researchers isolate how global events influence 
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provinces standing at almost 12%. These figures underscore the pivotal role 
tourism plays in Spain’s labor market, particularly in areas heavily dependent 
on seasonal visitors.

From a demand perspective, this dependence is rooted in Spain’s enduring 
appeal as a global destination. Tourist arrivals to Spain have steadily risen 
over the decades, driven by open borders, the expansion of visa-free 
travel, and the proliferation of low-cost air travel. By 2019, international 
visitors accounted for more than 50% of total arrivals. France and the 
UK, two of Spain’s largest source markets, consistently send 25% of their 
outbound tourists to Spanish destinations.

However, the impact of tourism is not uniformly distributed. The composition 
of tourist inflows varies widely across regions. In 2018, German tourists 
accounted for 50% of total arrivals in the Balearic Islands, while British 
visitors made up a similar share in Alicante. By contrast, in Madrid, Germans 
represented just 6% of arrivals, with British tourists slightly below 10%. 
Figure 1 highlights these regional differences by showing the proportional 
contributions of tourists from Germany, the UK, France, and the United States. 
Such disparities reveal how each region’s economic reliance on tourism is 
shaped by its unique tourist profile. For example, a shock that would lead 
to a sharp decline in German visitors would disproportionately impact the 
Balearic Islands but leave Madrid relatively unaffected. This interplay of 
global shocks and regional dependencies forms the basis of the identification 
strategy employed by González and Surovtseva in their analysis. 

Methodology

The study utilizes a wealth of data from Spanish and global sources, 
including FRONTUR (Spain’s tourism statistics), the Spanish Labor Force 
Survey, Social Security records, the UN’s World Tourism Organization 
database, and the Global Terrorism Database. These sources underpin 
both the study’s innovative identification strategy and its analysis of key 
outcomes such as employment, wages, working hours, and mechanisms 
like labor reallocation and regional spillovers.

At the heart of the study is a novel approach to assessing how global 
tourism shocks influence local economies in Spain. The researchers focus 
on two key factors: the varying mix of tourists by country of origin across 
Spanish regions and the alternative destinations preferred by these tourists. 
A central element of their strategy is the use of external shocks, specifically 
terrorist attacks, to understand how such disruptions affect tourist flows. 
For example, a terrorist incident in Turkey might redirect German tourists 
to Spain, 50% of whom tend to go to Balearic Islands, while a shock 
in Mexico would primarily influence American travelers who favor city 
destinations such as Madrid and Barcelona.

Tourism’s Double-Edged Sword: 
Boosting Service Jobs While   Wages and 
Reshaping Spain’s Local Labor Markets

Tourism’s Mixed Blessing: Services 
Expand, Manufacturing Shrinks, and 
Wages Decline in Spain’s Changing 
Economy
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Figure 2: Geographic distribution of incidents with victims in 2015Q3

Figure 3: Terrorist attacks in alternative destinations weighted by tourist composition to Barcelona and the weight of 
these destinations in overall tourist outflow from each tourist origin (Q3 2015)

Note: This map plots the 
number of incidents with 
victims that occurred in 
the third quarter of 2015 
in each country. Source 
is Global Terrorist Data-
base.

Notes: In the third quarter 
of 2015, Barcelona’s ex-
posure to global incidents 
is measured at 4.2. This 
map distributes that expo-
sure across the contributing 
countries. The cutoffs repre-
sent the 25th, 50th, 75th, 
and 99th percentiles.

[0,.1]
[.1,1]
[1,2]
[2,10]
[10,516]

[0,.0005]
[.0005,.005]
[.005,.05]
[.05,1]
[1,5]



local labor markets. This approach draws on shift-share analysis, a 
technique popularized by Bartik (1991), to examine how macro-level shifts 
impact local economies. The study overcomes a longstanding challenge 
in tourism research: disentangling the relationship between tourism and 
local economic development. By introducing exogenous variation in 
tourist inflows through terrorist shocks, the researchers provide a causal 
lens to examine how tourism shapes employment dynamics across Spanish 
provinces, separate from inherent regional advantages like climate, history, 
or infrastructure.

Shocks to alternative destinations significantly influence tourist inflows to 
Spanish provinces, with effects lasting up to two quarters. A 10% increase 
in shocks to competing destinations, as assigned to a province,leads to 
a 4.6% rise in tourist inflows within the same quarter. The results are 
highly statistically significant,demonstrating that the method successfully 
identifies fluctuations in tourism that are independent of localeconomic 
conditions.
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Impact of Tourism on Employment and Wages

The study reveals that a one-standard deviation increase in tourist arrivals 
increases employment in tourism-related activities among those aged 25 
to 55 by approximately 0.1 percentage points, equivalent to nearly 1.2% 
rise relative to the industry average2. Employment gains in tourism for the 
overall working age are somewhat more moderate. The employment 
growth is not limited to tourism-related activites. Other service jobs also see 
similar employment gains. These gains in service employment, however, 
are offset by declines in manufacturing jobs, resulting in no net change in 
overall employment or labor force participation. Ultimately, even temporary 
surges in tourism inflows accelerate the structural shift from manufacturing 
to services, reinforcing the ongoing trend of deindustrialization. This trade-
off provides a stark illustration of the challenges inherent in tourism-led 
development. While tourism and related services contribute to job creation, 
this comes at the expense of manufacturing — a sector typically associated 
with higher productivity and better wages. 

Wage dynamics highlight the trade-offs of tourism-driven employment 
growth. A 10% increase in tourism corresponds to a 0.5% decrease in 
average wages, primarily due to wage reductions in non-tourism sectors. 

2 �Tourism-related activities include hospitality, transportation, and leisure indus-
tries such as entertainment, cultural services, and sports.
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Balancing Tourism’s Costs and Benefits: 
How Sectoral Impacts Shape Employment 
and Wages Across Spain’s Regions

Figure 4: Distribution of shocks across Spain (Q3 2015).

Notes: This map illustrates 
the distribution of the number 
of shocks in competing tourist 
destinations to which each 
Spanish province is exposed 
during the third quarter of 
2015. The Canary Islands 
are excluded from the maps.
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The shift of labor from manufacturing to tourism increases the prevalence of 
low-skilled, low-wage jobs, exerting downward pressure on economy-wide 
average wages. Interestingly, wages in the tourism sector remain largely 
unaffected, as the industry already operates at lower wage levels and 
continues to benefit from rising demand.

Tourist inflows fail to boost overall employment but do lead to an uptick in 
total hours worked. A 10% rise in arrivals translates into a modest 0.5% 
increase in hours, driven by a surge in full-time roles in the tourism sector 
at the expense of part-time jobs elsewhere. This reflects a reshuffling of 
labor rather than a net gain, as full-time tourism roles offset part-time losses 
in other industries. Compounding this, the data points to a shift from 
permanent contracts to temporary ones, highlighting the precarious nature 
of the employment growth tied to tourism.

The impact of tourism is uneven across demographic groups and labor 
markets. Employment gains in tourism disproportionately benefit men and 
low-skilled workers, while the decline in manufacturing disproportionately 
affects women. Higher-skilled workers remain largely unaffected by 
increased tourist inflows. This divergence raises important questions about 
the inclusivity of tourism-led growth.

The study also examines the regional effects of tourism. Employment gains 
are concentrated in regions already heavily reliant on tourism, though 
there is evidence of some spillovers in tourism-related job creation across 
neighboring regions. Additionally, commuting towards areas experiencing 
increased tourist inflows rises, reflecting broader regional labor reallocation.

Policy Implications 

Tourism may generate jobs, but the net effect on the overall employment is 
negligible, as gains in services come at the expense of manufacturing jobs. 

This reallocation of labor has significant implications for economic productivity 
and job quality. Manufacturing, often a driver of innovation and productivity 
improvements, is replaced by lower-skilled, lower-paid roles in the tourism 
sector, limiting the scope for long-term economic growth. For policymakers, 
the challenge is clear: over-reliance on tourism risks entrenching a cycle 
of low productivity and job insecurity. Balancing the immediate appeal of 
tourism with its hidden costs is a delicate but necessary task.

Spain’s experience holds broader lessons. Governments, particularly in 
tourism-dependent regions, must weigh the short-term allure of tourist euros 
against the long-term risks of economic reallocation. Over-reliance on 
tourism can hollow out other sectors, making economies less resilient. 

While Spain’s glittering beaches and cultural treasures attract millions, the 
economic story behind its tourism boom is a cautionary tale. The sector’s 
growth masks deeper structural challenges, from wage suppression to 
sectoral imbalances and rising inequalities. For nations betting on tourism 
as an engine of growth, this study offers a sobering reminder: what glitters 
is not always gold.

Libertad González (UPF) 
Tetyana Surovtseva (UB, IEB)
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Global Terrorist Attacks and Tourism: 
How External Factors Reshape Tourist 
Flows, Employment Patterns and 
Economic Activity in Spain


