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Abstract: Nation branding, which demonstrates countries’ power on an international platform, has
gained prominence in the literature in recent years. How countries can build their strategies around
these factors and make themselves attractive has become an issue of increasing interest to countries
in recent years. Increasing a country’s role in the political arena, making the country more attractive
to tourists, increasing the volume of foreign trade and foreign direct investment, and making the
country more attractive in terms of skilled labor will improve its reputation and image, as perceived
by other countries. The main objective of the study is to investigate the impact of foreign direct
investment, tourism expenditure, human capital, and export on nation branding in the ten countries
with the highest value in nation branding (USA, Germany, China, Japan, England, France, Italy,
Canada, India, South Korea) applying the dynamic panel data model for the period 2010–2020. In
the present study, we use the cross-sectional dependence, the slope homogeneity test, the CIPS unit
root test, and the Generalized Method of Moments (GMM) method, one of the dynamic panel data
methods. This study examined the factors involved in nation branding and found a positive and
statistically significant relationship between exports, foreign direct investment, tourism, human
capital, and nation branding.

Keywords: nation branding; foreign direct investment; export; human capital; tourism; dynamic
panel data

1. Introduction

In an era of unprecedented globalization and digital interconnectedness, the signif-
icance of nation branding has grown exponentially. As nations navigate intricate webs
of international relations, trade, and cultural exchanges, nation branding has emerged as
a vital tool for shaping their identities and perceptions on the global stage [1]. Nation
branding encapsulates the deliberate efforts undertaken by countries to influence how they
are perceived, recognized, and valued by the international community. It encompasses a
range of strategies, from cultural promotion to economic positioning, aimed at crafting an
appealing and distinct national image [2].

Globalization has intensified competition for investment, trade opportunities, and
tourism, and expanded the reach of a nation’s image beyond geographical borders. A
country’s brand is no longer confined to its domestic audience; it resonates with inter-
national audiences, impacting economic interactions, diplomatic relations, and cultural
exchanges [3]. Consequently, understanding the factors contributing to successful nation
branding has become paramount, particularly considering the economic implications of
such efforts.
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The impact of a nation’s image transcends its borders, influencing perceptions, deci-
sions, and behaviors across continents. Nation branding has risen to the forefront as an
indispensable tool for countries striving to shape narratives, project values, and harness the
power of perception [4]. This strategic endeavor goes beyond mere marketing; it encom-
passes a nation’s history, culture, policies, and aspirations, coalescing into a compelling
narrative that resonates with diverse audiences [5].

A nation’s image wields unprecedented influence over its economic prospects. Nation
branding has transcended its origins as a marketing strategy to become pivotal in shaping
a country’s economic destiny. The power of perception, amplified by social media and
instantaneous communication, can attract or deter foreign investments, impact export
potentials, and sway consumer behavior globally [6].

Effective nation branding holds the potential to offer countries a distinct competitive
edge. It has emerged as a critical endeavor for countries seeking to enhance their global
standing, attract foreign investments, bolster tourism, and establish themselves as competi-
tive players in the international arena [7]. The economic implications of nation branding
are profound and multifaceted. While national branding was previously seen only as
tourism-oriented efforts, in recent years, it has been expanded beyond tourism to foreign
investment and trade, increasing the competitiveness of the private sector and geopolitical
assurance [8]. Unlike commercial goods, Anholt [9] saw exporter brands as a part of the
development package of countries but also argued that they could significantly accelerate
the exit process from the third world. No matter how ‘global’, if a developing country
cannot create a solid and positive reputation and image, its perception in the international
arena will be negative. Therefore, focusing on national branding is essential to create
a positive perception [10]. A robust national brand can increase exports, attract capital,
stimulate tourism, attract foreign investments, attract a qualified workforce, develop public
diplomacy, strengthen national identity, and improve self-esteem by creating a favorable
country and a valuable country perception and image [11–13]. In other words, it separates a
country’s national identity from other countries through economic, diplomatic, and cultural
strategies [3]. These positive contributions have raised awareness of how countries should
manage their brands and improve their brand value [14].

Conversely, a poorly managed national brand can lead to missed opportunities. Nega-
tive perceptions, rooted in historical missteps or contemporary miscommunications, can
dissuade potential investors and visitors, constraining economic growth. In a world driven
by reputation and instant access to information, a country’s brand can become a liability if
not strategically cultivated [15].

This research aims to delve into the intricate interplay between nation branding and
economic factors, deciphering the mechanisms through which they influence each other.
By adopting a comprehensive approach, this study seeks to offer a deeper understanding
of how effective nation branding contributes to economic gains and vice versa.

The primary focus of this research lies in comprehending the nuanced dynamics
between nation branding initiatives and economic indicators. The study identifies the
economic factors contributing to the success of national branding efforts through empirical
analysis. Additionally, the research aims to uncover how a robust national brand, in turn,
influences economic outcomes, including foreign direct investment and tourism revenues.

By employing the Generalized Method of Moments (GMM) estimation method, this
research adopts a rigorous analytical approach that considers endogeneity and complex in-
teractions. The study aims to provide a nuanced understanding of the intricate relationship
between perception, economic performance, and global influence by examining data from
the top ten countries renowned for their national branding prowess.

Through this research, we aspire to contribute valuable insights into international
relations, economics, and strategic communication. By unraveling the intricate tapestry
connecting nation branding and economic factors, we seek to equip policymakers, scholars,
and practitioners with the knowledge needed to harness the potential of nation branding
as a potent driver of economic prosperity and international competitiveness.
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This research is unique in several significant ways compared to the existing litera-
ture. Initially, it assesses the existence of interdependence among countries in panel data
analysis by conducting tests for slope heterogeneity and cross-sectional dependence. The
Generalized Method of Moments (GMM) estimator is employed to execute coefficient
estimation after these tests. This research is the first to investigate the relationship between
nation branding and economic factors using this econometric approach, to the best of our
knowledge. Secondly, the empirical analysis of the human capital index as a determinant of
nation branding provides a distinctive contribution to the literature. Third, no prior study
has simultaneously examined the relationship between nation branding and variables such
as exports, foreign direct investments, tourism, and human capital.

In this study, the research variables and the relationships of these variables with each
other are defined, then the literature review on the subject is included. After that, the
model, data, and methodology are included, and empirical results are given. The study is
then completed with a section on conclusions and policy recommendations.

2. Literature Review

The literature indicates a trend toward shifting from corporate and place branding to
nation branding. As a brand, a nation represents the abstract entities encompassing various
dimensions of a country, such as politics, economy, culture, history, and technology [16].
However, most of the existing studies related to nation branding are limited to empirical re-
search concerning the positioning and implementation of this concept for specific countries,
while other scholarly endeavors in the field of nation branding remain conceptual. In the
literature, various factors related to nation branding are discussed. However, there is a lack
of a regulatory mechanism that interconnects these factors to investigate the underlying
dynamics of nation branding.

The initial studies on nation branding primarily encompass the definition and char-
acteristics of the concept. It is only recently that research delving into the relationships
between nation branding and various variables has emerged. Economic factors are fre-
quently cited in the literature on nation branding as critical factors. Fetscherin [17], aiming
to develop a Country Brand Strength Index, employed the company-based brand equity
approach, utilizing secondary data to create an index by considering a country’s export
performance, ability to attract tourism, extent of foreign direct investments, and proficiency
in immigration. A strong national brand contributes to the increase in exports and attracts
tourism, investment, and migration. Nation branding has become a crucial component of
a country’s sustainable development. However, it is complex and encompasses multiple
levels, components, and disciplines, requiring the collective participation of various stake-
holders [17]. To establish a positive and consistent national brand image, it is imperative to
strategically position it according to crucial markets by not only enhancing export potential
and inward investment confidence but also by crafting a distinct tourism identity [18].

This study embarks on an exploration of the intricate relationship between nation
branding and economic gains, focusing on the following pivotal questions:

1. What does constitute influential nation branding?
In the increasing global importance of nation branding, this research seeks to elucidate

the essential components that define a nation’s compelling image. The study lays the foun-
dation for understanding the interplay between these elements and subsequent economic
gains by identifying factors contributing to a nation’s attractiveness.

2. How do economic factors shape nation branding strategies?
In an era where a nation’s brand extends beyond its borders, this study delves into

the role of economic indicators in molding nation branding endeavors. By analyzing the
influence of economic stability, trade dynamics, foreign direct investments, and skilled
labor force, the research aims to uncover the intricate connections between economic factors
and the perception of a nation.
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3. What is the nexus between nation branding and economic gains?
In light of the multifaceted impacts of national branding, this study specifically ex-

amines the link between national image and economic prosperity. By investigating how a
robust national brand enhances a country’s reputation, attracts tourists, stimulates trade,
and encourages foreign investments, the research endeavors to provide insights into the
reciprocal relationship between branding and economic gains.

4. How can nations strategically utilize determining factors for nation branding?
As nations increasingly recognize the importance of effective branding, this research

addresses strategies for leveraging determining factors. By studying how countries can
strategically employ exports, foreign direct investments, tourism, and human capital to
craft an attractive national brand, the study contributes practical insights to countries
seeking to elevate their international standing.

5. What insights can be drawn from the empirical analysis?
This research conducts a rigorous empirical analysis by applying dynamic panel

data methods, including the GMM estimator. By examining the positive and statistically
significant relationship between exports, foreign direct investments, tourism, human cap-
ital, and nation branding, the study offers evidence-based insights that substantiate the
interdependence of these factors.

Tourism is one of the prominent areas that have been studied concerning nation
branding. Promoting a nation’s image can be significantly enhanced through the strategic
development of tourism. This endeavor is often facilitated using evocative slogans, such
as ‘Smile, you’re in Spain’, ‘Incredible India’, ‘Island of Aphrodite’ (Cyprus), ‘Malaysia,
truly Asia’, and ‘This is the Heart of Africa’ (Nigeria). Additionally, national airlines play
a role in advancing tourism by representing and promoting their respective countries
through their operations [19]. Giannopoulos et al. [20], who focus on tourism as the most
conspicuous aspect of the nation brand, have noted the academic research gap concerning
how branding theory can be applied in the context of tourism destinations. Therefore, the
authors aim to provide a foundation for future research by synthesizing existing knowledge
on the subject and drawing upon research efforts in disciplines related to the hotel industry.
Pomering [21] examined the relationship between tourism and nation branding in Australia.
Using international visitor arrival data from a ten-year period, the study aimed to identify
potential issues in the country’s branding efforts and estimated the percentage of visitors
from different countries who reported that their decision to visit Australia was influenced
by Aboriginal culture. The authors acknowledge the scientific limitations of this study,
which is based on secondary data; however, they believe that it provides some, albeit
limited, support for discussing the topics at hand. Similarly, Chen [22] discussed festival
activities suitable for developing Taiwan’s national brand as a tourist destination. As a
result of calculations made using AHP and PR AHP methods, all festivals in Taiwan were
weighted and ranked in terms of country branding and tourism destination. Melnychenko
et al. [23] state that the comprehensiveness of nation branding serves as a mechanism for
enhancing Ukraine’s allure as a tourist destination, acting as a prerequisite for expanding
tourist arrivals. The significance of the nation’s brand encompasses not solely the potential
for cultivating a favorable image and augmenting the benefits derived from engagements
in the global, regional, and domestic markets, but also the reinforcement of the country’s
standing within the international arena. Lahrech et al. [24] researched the core dimensions
of nation branding: tourism, foreign direct investment, exports, culture, governance, and
migration. This study included forty-eight countries, creating panel data from 2011 to
2019. They applied clustering analysis techniques to classify the countries into smaller
groups based on the Nation Brand Index. This allowed them to explore the relative
importance of the predictor variables in each cluster. As a result of the classification, three
distinct groups emerged: Cluster A, consisting of 16 countries with strong nation brand
strength; Cluster B, comprising 13 countries with moderate nation brand strength; and
Cluster C, including 19 countries with weak nation brand strength. Countries in Cluster A
exhibited the best performance in attracting tourism and migration, with each dimension
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contributing approximately 27% to the overall significance. Tourism and culture were
identified as the two most important dimensions of national brand strength for countries
in Cluster B. In Cluster C, tourism was found to be the most significant determinant of
nation brand strength, accounting for 46.56% of the total, which is more than twice as
important as culture (20.39%), the second most crucial factor in this cluster. According to
Maulida and Rasyidah [25], the Indonesian government used Anholt’s Competitive Identity
Nation Branding theory to analyze their strategy for building the Wonderful Indonesia
nation brand through collaboration with TikTok to promote Indonesian tourism. The study
adopted a qualitative descriptive research approach, relying on secondary data collection
techniques. As seen in this study, an econometric model has not been established.

In this direction, the first hypothesis of the study is as follows:

H1: Tourism has a positively significant effect on nation branding.

Foreign direct investments made in a country are also regarded as significant indi-
cators in terms of the country’s image or nation branding. According to Papadopoulos
et al. [26], nation branding and foreign direct investment (FDI) exhibit at least two sig-
nificant distinctions. Firstly, FDI has undergone comprehensive scrutiny from various
perspectives over an extended period, encompassing both conceptual and empirical anal-
yses. It primarily pertains to actions conducted by individual firms. In contrast, nation
branding is a relatively new concept, with a research history spanning merely two decades,
mainly consisting of conceptual exploration. It pertains primarily to endeavors under-
taken by governments, trade associations, cross-sectoral industry promotion groups, and
other non-profit organizations. Considering these parallels and disparities, it becomes
evident that conducting research and comprehending each field, nation branding, and FDI
independently presents considerable challenges. Consequently, investigating these two
domains simultaneously can prove to be quite demanding. Kalamova and Konrad [27]
indicate that a one-point increase in the Anholt Nation Brand Index can be associated
with a 27% increase in foreign direct investment (FDI). Alam et al. [28], examining the
relationship between nation branding and foreign direct investment (FDI) in Pakistan,
have indicated a decline in FDI inflow to Pakistan over the years using a situation study
method. Based on the relationship they found between nation branding and FDI, the
authors have underscored the necessity of enhancing the nation’s brand to attract increased
foreign direct investment into the country. In their study, Lahrech et al. [29] examined the
relationship between foreign direct investments and country brand image for the top ten
nations with the strongest national branding (United States, Canada, Germany, United
Kingdom, France, Japan, Italy, Australia, Switzerland, and Sweden) during the period from
2009 to 2014. They employed a panel data methodology and found a positive correlation
between national branding and foreign direct investments. Their research highlighted
the significant role of national branding in attracting foreign direct investments. In their
research, Montanari et al. [30] conducted an extensive review of numerous studies on the
concept of “nation branding” within the academic literature, and they have arrived at
several overarching findings. In a broader context, research outcomes consistently indicate
the presence of the “country of origin effect” on the internationalization phenomenon.
This effect is attributed to the substantial impact wielded by a nation’s brand and image
on both inward and outward foreign direct investment. Numerous scholars assert that a
well-managed country brand, particularly in terms of fostering a positive country image,
has the potential to attract and augment the influx of investment into the respective nation,
often referred to as inward foreign direct investment. Conversely, a country brand with
favorable associations can facilitate the internationalization process and the outflow of
FDI. This facilitation can also be attributed to the country’s image, as a positive image can
significantly aid the internationalization endeavors of companies from that nation. This,
in turn, bolsters the credibility of such companies and their respective industries on the
global stage. Schoeneman and Fullerton [31] employed Valued Exponential Random Graph
models (ERGM) to examine the relationship between inward and outward foreign direct
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investments and nation branding from 2005 to 2007. The analysis results have revealed that
a strong national brand positively contributes to an increase in foreign direct investments.

In this direction, the second hypothesis of the study is as follows:

H2: Foreign direct investments has a positively significant effect on nation branding.

Tourism and foreign direct investment, along with exports and human capital, are
variables associated with nation branding. However, empirical studies related to these
variables are quite limited in the literature. According to Szondi [32], the objectives of
nation branding are to create or enhance the ‘country of origin’ effect to attract investors
or skilled workforce (inward) or promote exports (outward). Chen and Lee [33], who
argue that exports play a significant role in developing Taiwan’s nation brand, researched
suitable export products using Fuzzy Delphi and Fuzzy AHP methods. Their analysis
identified IC design, nanotechnology products, and smartphones as key elements that could
influence Taiwan’s nation brand. The authors suggested that the Taiwanese government
could formulate a development strategy for nation branding based on these products. In
their study, Shahabadi, Amjadian, and Shafieian [14] examined the impact of national
branding on high-technology exports for 2011–2018, employing the GMM (Generalized
Method of Moments) technique. The sample group consisted of 14 developing countries,
with 12 developed and emerging countries as the control group. The research findings
underscore a positive effect of national branding on high-technology exports. Moreover,
it is revealed that this coefficient is even more pronounced in developed and developing
countries.

In this direction, the third hypothesis of the study is as follows:

H3: Export has a positively significant effect on nation branding.

While there is theoretical discussion in the academic literature about the relationship
between human capital and nation branding, there is a notable scarcity of empirical studies
addressing this relationship through empirical methods. Whether the product is tangible
or intangible, human capital plays a vital role in the modern economy by adding value to
the product. It is scarcely debatable that the same fundamental principle also holds true for
nations. Without a distinctive and appealing brand, very few of today’s leading companies
could achieve profitability, market share, or sustain loyalty among their customers and
employees, and even fewer could maintain them. It seems highly likely that the same
principle applies to countries. A nation lacking a strong and positive reputation, or a
‘national brand’, cannot continually compete to earn the respect and attention of tourists,
investors, consumers, immigrants, other nations, and the global media [34]. Stryzhak
et al. [35] attempted to determine the characteristics of the relationship between tourism,
human development, and nation branding. They utilized data from ninety-five countries for
2019 and applied the following methods to their data: ranking indicators, cluster analysis,
K-means method, and correlation analysis. The analysis findings indicate a significant
relationship between nation brand (Brand Strength Index), human development (Human
Development Index), and tourism (Travel and Tourism Competitiveness Index). However,
it is worth noting that this connection is not homogeneous across country groups despite
being observed throughout the entire sample.

In this direction, the fourth hypothesis of the study is as follows:

H4: Human capital has a positively significant effect on nation branding.

Tijani et al. [36] conducted a systematic review of country branding literature, ana-
lyzing 44 articles published between 2010 and 2020. Using the TCCM framework, they
identified ‘national branding campaign’ and ‘country of origin (COO)’ as the dominant
research themes. Most studies did not use specific models and predominantly employed
qualitative methods, providing a comprehensive overview and future directions for country
branding research. In this study, which is a very up-to-date study, it is mentioned that the
majority of the studies examined are not econometric studies and it is explained that most
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of the studies were conducted with qualitative methods rather than quantitative methods
or were theoretical.

This study aims to investigate the effects of economic factors on nation branding in
the top ten countries between 2010 and 2020, using the Generalized Method of Moments
(GMM) estimator. In a period where nation branding is gaining increasing importance,
the findings of this study may offer significant theoretical, managerial, and public policy
insights, particularly for countries aiming to develop new strategies in the field of nation
branding. This paper differs from the studies in the literature in a few points. First, in panel
data analysis, the presence of interdependence among countries is assessed through cross-
sectional dependence and slope heterogeneity tests. After applying these tests, coefficient
estimation is conducted using the Generalized Method of Moments (GMM) estimator. To
the best of our knowledge, this study represents a pioneering endeavor to elucidate the
relationship between nation branding and economic factors using such an econometric
model. Second, including the human capital index as one of the determining variables
of nation branding in this study, along with the empirical analysis of this relationship,
constitutes a novel contribution to the literature. Thirdly, to the best of our knowledge,
no prior study in the literature has concurrently examined the relationship between na-
tion branding and variables such as exports, foreign direct investments, tourism, and
human capital.

3. Theoretical Framework of Nation Branding
3.1. Definition and Components of Nation Branding

Nation branding, in the modern context of global interconnectedness and instant
communication, represents the intentional endeavor of countries to shape and control the
perceptions and associations that define their global identity [37]. Unlike traditional brand-
ing, which primarily pertains to products and services, national branding encompasses
a broader spectrum of elements, including culture, history, politics, and socioeconomic
factors [38]. It is a strategic narrative that weaves together various threads of a nation’s
character to create a coherent and resonant image in the minds of both domestic and
international audiences [39].

The projection of national identity is central to the practice of nation branding. Coun-
tries carefully develop narratives to elicit feelings and impressions, such as reliability,
originality, openness, and energy, promoting their achievements, ideals, cultural tradi-
tions, and goals. The objective is to give a country an identity that sets it apart from its
contemporaries [40].

Nation branding entails multiple components that work in tandem to create a compre-
hensive image [41]. These components include:

1. Cultural Heritage and Arts: A nation’s history, art, and cultural achievements con-
tribute to its distinctiveness. Cultural heritage is a foundation for nation branding,
fostering a sense of pride and creating a compelling narrative [5].

2. Political Stability and Governance: The stability of a nation’s political landscape
and the effectiveness of its governance contribute to its attractiveness. Countries
that project political stability and effective governance tend to generate greater trust
among potential investors and partners [40].

3. Economic Prosperity: A robust economy with growth prospects and favorable busi-
ness environments can enhance a nation’s brand. Economic prosperity signifies
opportunities for trade, investment, and collaboration [42].

4. Social and Environmental Initiatives: A nation’s commitment to social equity and
environmental sustainability reflects its values and can resonate with global audi-
ences. Initiatives that promote well-being and responsible stewardship contribute to a
positive image [43].

5. Innovation and Technology: Nations that embrace innovation and technological
advancement can position themselves as leaders in various fields. These attributes
foster perceptions of dynamism and forward-thinking [41].
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6. Tourism and Culinary Offerings: Tourism is pivotal in nation branding. Unique
tourist attractions and culinary experiences create an alluring image [26,44].

7. International Diplomacy and Relations: A nation’s interactions with other countries
influence its brand. Positive diplomatic relations and collaborations can enhance a
country’s image as a global player [40,45].

As nation branding encompasses diverse elements, its significance goes beyond
surface-level marketing. It influences a country’s reputation, ability to attract foreign
investment, and positioning in international negotiations.

3.2. Nation Brand and Brand Value

Nation branding extends beyond conveying a nation’s identity; it is a strategic en-
deavor contributing to its overall brand value. Nation brand value encompasses tangible
and intangible assets influencing a nation’s economic performance, drawing inspiration
from corporate branding. The notion of brand value highlights how a nation’s reputation,
perceptions, and associations can directly impact economic indicators and international
interactions [46].

Branding nations emerged in the early 21st century from seeing the country as a brand
or product. The first studies discussed the importance of the country name and its effects
on exports as a “country of origin” label [47]. While most people still question the idea of
branding nations, the concept of brand management for countries has been seen as one of
the critical tools to achieve competitiveness [48].

Nation branding as a field has been overgrown since the late 90s. Concurrent with
Keller’s [49] description of brand equity, nation branding relates to an individual’s positive
or negative response to a component of a nation. Therefore, nation brands are the combined
effects of the essential characteristics of one country on the thoughts, attitudes, and reactions
of the individuals of the other country [50]. Kaneva [51] defines nation branding as a
summary of discourses and practices to rebuild nationhood through marketing and brand
paradigms. It encompasses a range of discursive and institutional practices at the economic,
political, and cultural levels. In addition, nation branding practitioners aim to establish
the nation branding paradigm as a guiding principle in organizing domestic and foreign
public policy for economic development, national planning, and governance [5].

Fan [4] states that differences exist between the national brand and the trademarks.
It is seen that national brands differ from product brands and corporate brands in terms
of offers, attributes, benefits, image, collaborations, purpose, dimensions, ownership, and
target audience dimensions. While the product and corporate brands offer an identifiable
offer, such as a food or car wash service, a country’s offer can be limited and not unique.
For example, Porsche offers luxury vehicles and Starbucks provides a pleasant coffee
experience. These offers are clear and precise. From the point of view of the national
brand, when we ask, “What does Italy offer us?” there is no limit to the offers. Italy offers
unique offers such as Rome, Venice, Architecture, Leonardo da Vinci, Berlusconi, pizza,
and tiramisu. All of these are perceived as an offer from Italy.

The country’s competitiveness depends on several factors, one of which is the value of
the country’s national brand [52]. As a result of the increasing interest in country brands,
Simon Anholt developed the Nation Brand Index in 2005, and the index was published for
the first time in April of the same year. He suggested that countries should also include
environmental conditions such as financial performance, global competition, and economic,
political, health, and social developments instead of comparing with a single approach
when calculating the brand value of countries.

In calculating the brand value of countries, more than one dimension should be consid-
ered rather than a single dimension. These dimensions should also include environmental
conditions such as financial performance, global competition, and economic, political,
health, and social developments [34].
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3.3. Socioeconomic Impacts of Nation Branding
3.3.1. Human Capital and Nation Branding

Human capital, comprising a nation’s workforce’s skills, education, and talent, is
pivotal in shaping a nation’s economic competitiveness [53]. Human capital is another
critical intangible asset that enhances a firm’s brand equity, and thus supports superior
economic performance. In general, a higher level of human capital means a higher ability
for the firm to achieve its goals, and greater effectiveness in enhancing brand equity [54].

The mobility of talented and skilled individuals is a crucial determinant of future well-
being in the twenty-first century, when human capital is becoming increasingly important
to economic development and growth [55,56]. As a result, many nations welcome an influx
of foreign workers to help them meet economic demands, expand their global footprint
to compete with multinational corporations, mitigate the effects of an aging population,
foster innovation and entrepreneurship, and penetrate new markets [57].

Effective nation branding can influence the attractiveness of a nation as a destination
for skilled workers, students, and professionals. By projecting a positive image that aligns
with opportunities for growth and advancement, a nation can enhance its ability to attract
and retain a diverse range of human capital [47,58–62].

3.3.2. FDI and Nation Branding

Foreign direct investment (FDI) is a critical economic growth and technological ad-
vancement driver. While there is a plethora of literature on the connections between nation
branding and fields like exports, tourism, public diplomacy, and country image, there is
a different relationship between nation branding and FDI [26]. Attracting foreign direct
investments (FDI) is among the primary objectives of countries and cities. In this context,
place marketing is an effective tool to attract FDI [63]. Businesses that want to make FDI
decisions in a particular country choose only one of the many destinations they consider
for investment. Businesses make this decision after evaluating the values of competing
destinations. As a seller, the country must make its brand attractive to compete with other
countries in attracting FDI [64].

Creating an attractive investment image is one of the main priorities of countries glob-
ally [65]. In an environment of intense competition, since this criterion mainly determines
the attractiveness of a country, each country/city tries to increase its ‘investment ability’ to
gain an advantage [66]. Countries can successfully attract FDI investments, considering the
dynamics of local environments. According to studies, countries with solid and dynamic
brands can easily attract companies in the information industries but ultimately increase
FDI inflows into the country [47].

Effective nation branding can create a conducive environment for FDI by fostering
investor confidence and showcasing a nation’s economic stability. A positive national image
can directly translate into increased FDI inflows, stimulating economic development [26,67].

3.3.3. Export and Nation Branding

When people have a favorable impression of a country, they are more likely to visit,
invest, and bring skilled workers with them [17]. Political influence, export goals, foreign
investment, and tourism growth can all be bolstered by a nation brand’s enhanced cred-
ibility and competitive advantage [68]. Exports can be affected by various factors at the
national level, as highlighted by studies of country branding. These include cultural, social,
and economic factors, government regulations, infrastructure, and image [47,69,70].

Swiss watches, Scotch whiskey, Colombian coffee, Russian vodka, and similar products
use the country of origin as an asset in their promotions. This situation changes the
perception of consumers on the image of the nation. It influences the image of the COO
and affects exports, and a high level of exports indicates a strong country brand [17,71].

More and more people agree that countries are brands, which will help developing
nations alter and improve their country-brand image and ultimately boost their exports [72].
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Governments in these nations are actively pursuing “country branding” methods to boost
exports [73,74].

A nation’s brand image can significantly impact its export activities. A favorable
brand perception can increase export demand, as products and services are associated with
positive attributes. Thus, nation branding can influence a nation’s trade balance and global
market positioning [75].

3.3.4. Tourism and Nation Branding

The tourism industry has been rapidly expanding in recent years, which is beneficial
because it helps the economy and brings in money from abroad. The sector’s rapid ex-
pansion has made it one of the world’s most important economic areas [76,77]. Therefore,
tourism and investment incentives are important strategy components to create a positive
country image in nation branding [78]. The tourism dimension was introduced by An-
holt [9] as one of the six sub-components of the concept of nation branding [20]. Destination
branding is a solid way to strengthen the nation’s brand image. Tourism constitutes a
country’s competitive advantage, the lifeblood of its economy, and thus a dominant nation
brand dimension [79]. It is thought that there is a strong correlation between the positive
image of a destination and its attractiveness to tourists [80]. The use of destination branding
and nation branding has been increasing in recent years. However, these terms comprise
a wide array of activities undertaken by governments and other stakeholders to increase
a place’s visibility and marketing [81]. The practical reasons for nations to manage their
brand images can be primarily listed as creating a positive image by promoting the coun-
try in general, attracting tourists, adding value to the products produced in the country,
attracting foreign investments, and attracting a talented and qualified workforce to the
country [82,83]. In addition, identifying the nation’s brand personality is necessary in de-
signing its brand strategy, as it attracts tourists’ investment and promotes exporting goods
and services [84]. Managing all aspects of the tourism system is essential for gaining an
edge in the increasingly competitive tourism industry and effectively carrying out planned
advertising campaigns [85,86].

Unlike creating a destination brand, branding a nation reveals the “area-sub-domain”
relationship. However, it must be noticed that tourism has more in common with nation
branding than any other aspect of a country’s international promotion [87]. It is crucial for
the continued success of national brands to be aware of the factors that contribute to their
market competitiveness. Cultural and environmental preservation and the involvement of
both public and private sector stakeholders are examples of elements central to sustainable
tourism [37].

A positive national image can boost tourism by attracting visitors with the promise of
exciting sights and activities. Local and national economies can benefit from tourism’s tax
dollars, increasing employment and living standards [88].

4. Model, Data, and Methodology
4.1. Model and Data

The main objective of the study is to investigate the impact of foreign direct investment,
tourism expenditure, human capital, and export on nation branding in the ten countries
with the highest value in nation branding (USA, Germany, China, Japan, England, France,
Italy, Canada, India, South Korea) applying the Generalized Method of Moments (GMM)
for the period 2010–2020. The formulation of the model in which brand value is the
dependent variable is as follows:

lnbrand = f (lnfdi, lnexport, lntourism, hdi)

The formulation of the equation in panel data form is written as follows.

lnbrand= α0+α1lnbrandi,t−1+α2ln f dii,t+α3lnexporti,t+α4hdii,t+α5lntourismi,t+εi,t
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The subscripts (i = 1, 2, . . ., 10) and (t = 2010, . . ., 2020) denote province i and year ti,t is
the error term of the relevant models. All variables except the human capital variable were
transformed into natural logarithms. εi,t is a disturbance term. Table 1 provides detailed
definitions of the variables with the abbreviations, measurements, and sources.

Table 1. Definitions of variables.

Abbreviations Variables Measurement Sources

lnbrand Country branding Country branding index Brand Finance

lnfdi Foreign Direct
Investment

Foreign direct investment
%GDP

World Bank
Development Indicator

lnexport Export Value Export Value Index
(2000 = 100)

World Bank
Development Indicator

hdi Human Development
İndex Human Development İndex

Human Development
Reports

lntourism International Tourism
Expenditures

International Tourism
Expenditures (Current US$)

World Bank
Development Indicator

4.2. Cross-Sectional Dependence Test

Through the influence of the global economy, other countries are exposed to and
have to react to a shock that occurs in one country, and country-specific reactions are
related in time [89]. This situation, known as cross-sectional dependence, can also be
expressed as other countries being affected by a shock that occurs in one of the units that
make up the panel. The first step in the analysis of panel data is to test for cross-sectional
dependence. The cross-sectional dependence test is essential for the method used in panel
data analysis. If there is heterogeneity in cross-sectional dependence, first-generation
econometric methods may be biased and unreliable.

In this study, the Breusch-Pagan LM test [90], a scaled version of the LM test proposed
by Pesaran [91], and the CD tests proposed by Pesaran [91] are used in the cross-sectional
dependence test. The Breusch-Pagan LM test [90] relies on the following statistics:

CDLM1 = T∑N−1
İ=1 ∑N

J=İ+1 P̂2
ij → χ2 N(N − 1)

2

CDLM2 =

√
1

N(N − 1)∑
N−1
İ=1 ∑N

J=İ+1 T̂Pij − 1 ∼ N(0, 1)

The CD test statistic is defined as follows [91]:

CD=

√
2T

N(N − 1)

(
∑N−1

İ=1 ∑N
J=İ+1 P̂ij

)
∼ N(0, 1)

P̂ij is the sample estimate of the pair-wise correlation of the OLS residuals.
The second test is the slope homogeneity test proposed by Pesaran and Yamagata [92],

which is an improvement on the Swamy (1970) test. In the Swamy test statistic, which
shows an asymptotic normal distribution, ∆ and ∆adj tests are formulated as below:

∆ =
√

N
(

N−1 ŝ − k√
2k

)

∆adj =
√

N(
N−1 ŝit − E(ẑit)√

var(ẑit)
)

ŝit is defined as E(ẑit) = k, var ẑit = 2k (T – k − 1)/T + 1 [93].
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The null hypothesis is defined as homogeneous slopes, while the alternative hypothesis
is defined as heterogeneous slopes.

According to the results in Table 2, the Ho hypothesis, which claims that there is no
cross-sectional dependence, is strongly rejected, and the alternative hypothesis (H1) is
accepted. Nation branding policies should also consider other countries’ policies in the
panel. The slope homogeneity test results confirmed the alternative hypothesis. In other
words, we can say that the model is heterogeneous.

Table 2. Cross-sectional dependence and slope homogeneity test results.

Test Statistics p-Value

CDLM1 340.7003 * 0.0000

CDLM2 30.11546 * 0.0000

CD 18.27894 * 0.0000

Test statistics p-value

∆ 3.390 * 0.000

∆adj 5.028 * 0.000
Notes: * denote the level of significance at 1%.

Second-generation unit root tests should consider cross-sectional dependence and the
slope of homogeneity tests. The cross-augmented Dickey–Fuller CADF and CIPS tests are
the most applied tests [94].

The CADF test is a method in which standard augmented Dickey–Fuller (ADF) regres-
sions are augmented at the lagged level, cross-sectional averages, and first-order differences
of individual series.

The regression for the estimation of the CADF test statistic is as follows:

∆yit= αi+biyi,t−1+ciyt−1+di∆yt+ϵit
i = 1, 2, . . . , N t = 1, 2, . . . , T

where ∆ is the difference of operator, αi is an individual constant term, bi and ci are fixed
effect coefficients, ϵit is individual’s specific error term, and yit are the initial values with a
specific density function and a measurable mean and variance.

∆yi= (∆yi1, ∆yi2, . . . ∆yiT)
′, yi−1=

(
yi0, yi1, . . . yi,t−1

)
Standard CIPS test statistics are estimated using the average mean of simple individual

CADFi statistics. The formulation of the asymptotically normally distributed CIPS test
statistic is defined as follows:

CIPS = N−1
N

∑
İ=1

CADF

The null and alternative hypothesis is written as follows:
The null hypothesis (Ho): All individuals within panel data are not stationary.
The alternative hypothesis (H1): At least one cross-section is stationary [95].
Table 3 illustrates the CIPS Unit Root Test results.
CIPS unit root test results show that all variables are not integrated the same level.

Brand and export variables are integrated at the same level. On the other hand, tourism,
human capital, and foreign direct investment are non-stationary at the same level. There-
fore, the GMM dynamic panel method, which considers stationarity at different levels, is
applied in coefficient estimation. The Generalized Method of Moments (GMM) estimator
is used to obtain consistent and efficient parameter estimates in models where traditional
assumptions, such as homoscedasticity and independence, may be violated. It leverages



Sustainability 2024, 16, 6950 13 of 20

moment conditions derived from the data, allowing for robust estimation in the presence
of heteroscedasticity or autocorrelation. Additionally, GMM is particularly useful for
addressing endogeneity issues by incorporating instrumental variables [96].

Table 3. CIPS unit root test results.

Variable Constant
Level

Constant
First Difference

Lnbrand −1.876 ** −2.695 *

Lntourism −1.269 −1.787 *

Lnexport −1.886 ** −3.307 *

Hdi −0.707 −3.232 *

Lnfdi −1.397 −3.144 *
Note: *, ** indicate 1% and 10% significance levels.

The dynamic panel data model includes a lagged dependent variable among the
independent variables. The formulation of the model is as follows [97].

yi,t= δyi,t−1+βXi,t + υi,t i = 1, . . . N t = 1, . . . T

One of the features of the GMM estimator is that it can be applied in cases where the
time dimension (T) is smaller than the cross-sectional dimension (N) [98]. In the dynamic
panel data model, the lagged value of the independent variable is added to the model as
a dependent variable. The GMM estimator also includes the Sargan test statistic and the
serial correlation test, which is defined as the AR (1) and AR (2) test, and examines the
validity of the instruments and the endogeneity of the series (Arellano and Bond, 1991). In
other words, these tests are diagnostic tests which define the model’s reliability and validity.
Arellano and Bond (1991) used the residuals obtained from the first difference model to test
autocorrelation. AR (1) shows that the null hypothesis of no autocorrelation among error
terms in first-order autocorrelation is rejected. AR (2), or second-order autocorrelation test,
refers to the null: no second-order correlation in the residual. The Sargan test defines the
null hypothesis as the over-identifying restrictions are valid. In summary, we can say that
there is no second-order autocorrelation.

Table 4 shows the Arellano–Bond and Arellano–Bover estimation results.

Table 4. GMM results of model estimation.

Arellano–Bond Arellano–Bover

Coefficient Standard
Error p-Value Coefficient Standard

Error p-Value

lnbrand (−1) 0.650675 0.115646 0.000 0.80266 0.03901 0.000

lntourism 0.0487356 0.048735 0.081 0.12672 0.03867 0.001

lnexport 0.338162 0.200094 0.091 0.30937 0.14229 0.030

hdi 2.52831 1.35090 0.061 0.75044 0.38299 0.050

lnfdi 0.012695 0.006422 0.048 0.01205 0.0064 0.064

Sargan test
Statistics

63.342
(0.0356)

65.58509
(0.1149)

AR (1) −2.047
(0.042) −2.0294

(0.042)
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Table 4. Cont.

Arellano–Bond Arellano–Bover

Coefficient Standard
Error p-Value Coefficient Standard

Error p-Value

AR (2) −0.72489
(0.468)

−0.74952
(0.4535)

Number of
Observations 270

Number of
Groups 10

In the GMM estimation results, the sign of brand value, which is a lagged variable,
is positive and statistically significant at the 1% level. The effect of tourism volume on
nation branding is positive and statistically significant at the 10% level. We can say that an
increase in a country’s tourism expenditure positively impacts nation branding.

The effect of FDI on nation branding is positive and statistically significant at the 5%
level. An increase in FDI increases nation branding. Regarding the nation branding of
FDI, Schoeneman and Fullerton [31] and Lahrech et al. [29] are consistent with the results
of this study. The effect of export volume on nation branding is positive and statistically
significant at the 10% level. We can say that the high export volume of a country has a
positive effect on a country’s image and increases nation branding. The impact of the
human capital index on nation branding is positive and statistically significant at the 10%
level. It can be concluded that high human capital has a positive effect on nation branding
by positively influencing the reputation/image of a country. As a result, all hypotheses
(H1–H4) have been supported.

Figure 1 shows the research model and the interactions between variables.
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Figure 1. Research model and hypotheses.

The AR (1) test result shows that the null hypothesis is rejected at a 5% level of
significance, implying the presence of autocorrelation. The AR (2) test accepts the null
hypothesis. The second-order autocorrelation probability value is p > 0.05; it is concluded
that there is no autocorrelation. The Sargan test results, which examine the validity of
instrumental variables, conclude that the instrumental variables are valid.
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5. Discussion and Conclusions

As Anholt [5] stated in their study, globalization increases international competition.
Countries are starting to give more importance to nation branding and are developing
strategies day by day to stand out in the global arena and attract tourists, investors, and
skilled labor. Nation branding is a holistic and systematic process with more complex
and multidimensional aspects beyond providing a visual identity and bringing these
dimensions together [99]. Countries that successfully manage nation branding increase
the country’s added value by attracting foreign direct investments, exports, tourism, and
skilled labor.

This study examines the impact of economic factors that play a role in nation branding
and its performance on nation branding for the countries among the top ten countries in
nation branding between 2010–2020. The study used cross-sectional dependence, slope
homogeneity test, CIPS unit root test, and dynamic panel data GMM system estimator.
As a result of the cross-sectional dependence test and slope homogeneity test applied in
the first stage of the analysis of the study, it was concluded that a shock occurring in one
country may affect other countries. In the second stage of the analysis, the CIPS unit root
test, which tests cross-sectional dependence, was used to test the stationarity of the series.
The CIPS unit root test results show that the series is stationary at different levels. The last
stage of the analysis is applied to the GMM system estimator, which does not consider
the stationarity level of the variables and is applied in cases where the time dimension is
smaller than the cross-section dimension. Arellano–Bond and Arellano–Bover estimation
results show that tourism, exports, foreign direct investments, and human capital variables
have a statistically significant and positive effect on nation branding. These characteristics
have a beneficial impact on nation branding and enhance the brand value of the country.
Furthermore, a robust national brand plays a crucial role in attracting tourism, promoting
exports, drawing foreign direct investments, and attracting talented individuals to the
country. This, in turn, generates additional value for the nation.

In this context, increasing investments in country tourism in the international arena
will have a positive impact on the brand image of the countries and make the country
more attractive to tourists. Countries have the capacity to cultivate diverse forms of
tourist investments, including maritime tourism, cultural tourism, religious tourism, sports
tourism, and health tourism. Additionally, they can enhance their current tourism regions
and transform them into alluring destinations. However, in the process, it is advisable for
them to allocate resources towards city branding, as this guarantees that tourists encounter
favorable experiences at every interaction. One factor that is effective in attracting foreign
direct investments to the country is that nations have a positive brand image. Countries
should improve their brand images and highlight their attractive features for investors. At
the same time, economic and political stability should be ensured, and an environment of
trust should be created for investors. The existence of world-renowned global brands is
an essential element in country branding. In this context, countries should identify their
strengths and develop strong and national brands in these areas or contribute to exports
by supporting their existing brands through global collaborations. As countries enhance
their established brands, strengthening the brand’s reputation by improving the perceived
quality would benefit exports. Currently, nations that manufacture advanced technological
goods are leading the way in terms of competition. Investing in high-tech products may
greatly enhance the influence of national brands, boost exports, and attract foreign direct
investments to the country. Regarding human capital, countries should increase their
investments in education and include talent development programs in their education
systems to strengthen existing human capital and develop their skills.

It is seen that the studies in the literature support the results of the research. While
tourism has a very important role in the construction and sustainability of the nation
branding, ensuring the continuity of the development of the nation brand is also a driving
force in attracting tourists [37,100–103]. However, in addition to attracting tourists, a
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positive and valuable national brand is also able to attract foreign investment and a skilled
workforce [11,12,47,60,104,105].

According to the world economic forum, nations will compete more in attracting
skilled workforce to develop their brands. However, it is recommended to use nation
branding strategies in attracting a talented workforce [106]. In the study of Shahabadi and
Saadat [68], in which they revealed the effect of information components on nation branding,
it was determined that the effect of education and human resources on nation branding
was positive and significant. Shahabadi, Shahmoradi and Malak-Mohammadi [14] found
that the effect of human capital on the brand value of countries is positive and significant.
In addition, a qualified human capital also contributes positively to the performance of the
country’s brand in the global market [107,108]. However, as a multidimensional country
branding concept, exports, foreign direct investments, and human capital are among the
important elements of branding the country [109].

The limitation of this study is that it only investigates the top ten countries involved in
nation branding. Researchers can also examine developing countries that have progressed
in nation branding by comparing them with the ten countries included in the research.
Furthermore, the time frame is restricted to the period from 2010 to 2020, and the analyses
can be augmented using up-to-date data. Another limitation of the research is examining
the factors that influence nation branding regarding economic gain. Future studies can
contribute to the literature by considering migration and political factors. In future studies,
only the nation branding of countries that are pioneers in high-tech product exports can
be examined.

Countries should identify their unique strengths and capitalize on them to build
strong national brands. Collaborating with global brands and fostering partnerships can
amplify the visibility and reputation of a country, ultimately contributing to its nation
branding efforts. Embracing and showcasing cultural heritage and diversity can be a
powerful tool for nation branding. Countries should invest in preserving and promoting
their cultural assets as they serve as unique selling points and differentiate them from other
nations. Researchers can broaden the scope of their investigations by comparing the nation
branding strategies and performances of both developed and developing countries. This
would provide valuable insights into the strategies that have been effective in different
contexts and shed light on areas for improvement. While this study primarily focused on
economic variables, future research could delve deeper into the influence of non-economic
factors such as migration patterns, political stability, cultural diplomacy, and soft power
on nation branding. Understanding these aspects would provide a more comprehensive
understanding of the dynamics shaping a country’s image on the global stage.
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