
  Journal DOI: 10.36713/epra1013|SJIF Impact Factor (2025): 8.619  ISSN: 2347-4378 

     EPRA International Journal of Economics, Business and Management Studies (EBMS) 
      Volume: 12 | Issue: 11|November 2025 -Peer-Reviewed Journal

2025 EPRA EBMS     |     https://eprajournals.com/    Journal DOI URL: https://doi.org/10.36713/epra1013 

34 

THE ECONOMIC EFFECTS OF TOURISM IN 
 DEVELOPING COUNTRY –A CASE STUDY OF INDIA 

“Tourism: India’s Path to Prosperity” 

Prabhgun Kaur Dhillon
1B.B.A.L.L.B (Hons) (Semester 1) SVKM’s Narsee Monjee Institute of Management Studies 

Article DOI: https://doi.org/10.36713/epra24766 

DOI No: 10.36713/epra24766 

1.ABSTRACT
This dissertation examines the economic effects of tourism on India, a developing country rich in diverse cultural 
heritage, natural attractions, and a rapidly growing service sector. This study analyses the role of tourism as an 
essential force of economic development, focusing on its contribution to gross domestic product (GDP), 
employment generation, and foreign exchange earnings between 1994 and 2024. 

Using secondary data sourced from the Ministry of Tourism, the World Travel and Tourism Council 
(WTTC), and the World Bank, the research analyses trends in domestic tourism, highlighting how increased 
travel activity has stimulated regional economies, supported small and medium enterprises, and encouraged 
infrastructure development. The findings indicate that tourism significantly contributes to India’s overall 
economic growth, particularly through domestic spending, job creation in both formal and informal sectors, and 
multiplier effects across related industries such as transport, hospitality, and retail. 

Overall, tourism plays a vital role in India’s economic development by contributing to GDP, generating 
employment, and earning foreign exchange, while also promoting regional growth and cultural exchange.  

KEYWORDS: Tourism, Economic Growth, India, Developing Countries, GDP, Employment. 

2. INTRODUCTION
2.1 Tourism and Economy

Traveling to a new location, remaining there for a brief period of time (less than a year), and engaging in activities

for leisure, business, or other purposes unrelated to daily life is known as tourism. It's about escaping the daily

grind to take in new sights, cultures, or pastimes like lounging on the beach or touring historical landmarks, but

in the world of economics tourism is much more than that. Tourism creates demand and supply for a wide range

of products and services, including transportation, accommodation, attractions, dining, entertainment, and

shopping. As a diverse sector, tourism contributes to national income, creates jobs, raises taxes, and earns foreign

exchange, all of which have a major positive economic impact. For host communities, it also has a variety of

social and environmental effects, both beneficial and detrimental.

2.2 India as a Developing Country 

India is one of the world's leading developing countries, with a rapidly developing economy and great potential 

for future development. India has evolved from a primarily agricultural economy to a diversified one with strong 

industrial, service, and technologically driven sectors since it attained independence in 1947. The economic 

reforms of the government, globalization policies, and focus on innovation have all been significant contributors 

to this transformation. 

In spite of spectacular performance, India continues to have a number of development issues. Many people live 

in agriculture for livelihood, and rural communities commonly lack good healthcare, education, sanitation, and 

infrastructure. Poverty, unemployment, and inequality of income continue to pose long standing problems that 

require ongoing focus. Urbanization has also come with ills like congestion, pollution, and shortage of housing in 

urban centres. 

In the positive direction, India has made significant strides in education, technology, and industry. The IT sector, 

Tourism and services sectors of the country contribute heavily to GDP, and programs/campaigns such as “Dekho 

apna Desh”, Incredible India, Make in India, Digital India, and Skill India seek to increase manufacturing, digital 
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infrastructure, and job creation. Literacy rates, life expectancy, and women's empowerment show societal progress 

together with economic growth. 

 

In addition, India's youthful population—one of the largest in the world—is a significant demographic boon for 

future growth. Sustainable development, renewable energy, Tourism and innovation are the areas the government 

and private sector are concentrating on to promote long-term development for all sections of society. 

 

2.3 Tourism and a Developing Country   

In India, Tourism serves as a key driver of both social transformation and economic growth. According to the 

World Travel and Tourism Council (WTTC), it contributes approximately 9.2% to India’s GDP. Indirect 

contributions include supply chain operations, infrastructure investments, and the induced spending of tourism-

related income, while direct contributions include income from hotels, airlines, restaurants, and travel agencies. 

Additionally, the industry sustains more than 40 million jobs, or almost 8% of all employment in the country, 

including both formal and informal sectors. This is especially important in rural and semi-urban areas where there 

are few other options for making a living. 

 

Tourism’s impact on the economy extends beyond mere job creation. In 2023, India earned over USD 30 billion 

in foreign exchange through international tourism. This inflow of foreign currency helps reduce the current 

account deficit and strengthens the country’s foreign exchange reserves, thereby enhancing macroeconomic 

stability. The development of tourism also leads to a significant improvement in physical and social 

infrastructure—including the construction and modernization of roads, airports, hotels, sanitation facilities, and 

communication systems. Such advancements not only enhance the tourist experience but also improve living 

conditions for local populations and encourages the growth of other industries such as trade, transport, and 

manufacturing. 

 

A particularly important aspect of tourism in India is its contribution to Balanced and equitable development. 

By attracting both public and private sectors to investment in historically underdeveloped regions—such as the 

Northeast, hill states, coastal belts, and tribal regions—tourism acts as a tool for area wise balanced economic 

growth. It reduces urban–rural income gaps, diversifies local economies, and encourages entrepreneurship 

among local communities. Through the development of homestays, eco-tourism initiatives, and local handicraft 

markets, tourism provides direct income sources while preserving cultural heritage and traditional livelihoods. 

 

From a macroeconomic standpoint, tourism functions as a labour-intensive and multiplier-driven industry. 

The initial spending by tourists circulates through multiple layers of the economy, generating additional income 

and demand in various sectors—a process known as the tourism multiplier effect. For example, expenditure on 

hotels not only benefits hoteliers but also farmers supplying food, artisans selling handicrafts, and transport 

operators serving tourists. This chain of transactions amplifies tourism’s aggregate contribution to economic 

development. 

 

However, the expansion of tourism also brings challenges that need careful management. Unplanned or excessive 

tourism can strain local infrastructure, deplete natural resources, and disrupt local cultures. Therefore, the key lies 

in promoting sustainable and inclusive tourism—that is, tourism that balances economic gains with 

environmental protection and social equity. A sustainable tourism strategy involves adopting responsible policies 

that limit ecological damage, ensure equitable distribution of benefits, and preserve cultural integrity. 

 

In the broader context of globalization, tourism has become one of the most dynamic sectors of the global 

economy. For developing nations like India, it represents not only a vital source of income, employment, and 

foreign exchange but also a medium for cultural exchange and soft diplomacy. The sector enables India to 

showcase its diverse cultural heritage, historical monuments, natural landscapes, and spiritual traditions on a 

global stage, thereby enhancing its international image and influence. 

 

3. LITERATURE REVIEW 
Munjal, P. (2013). Measuring tourism’s impact on India using Tourism Satellite Account and input-output 

analysis:-Munjal used Tourism Satellite Account and input-output analysis to measure the impact of tourism on 

India. The study determined that expenditure on tourism creates multiplier impacts in transport, construction, 

retailing, and eating places. This makes tourism an ideal source of GDP and employment. 

 

Dutta, S. (2020). Tourism-related foreign income and GDP per capita in India: A correlation study:-Dutta 

analysed the relationship between Tourism-related foreign income and Average GDP per resident in India. The 
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study found a positive but weak correlation, suggesting that while tourism supports growth, India must strengthen 

domestic tourism to sustain long-term benefits. 

 

World Travel & Tourism Council. (2024). India’s tourism sector post-COVID: Economic recovery and 

employment trends. WTTC:-WTTC assessed the post-COVID economic recovery of India’s tourism sector. It 

reported that tourism contributed INR 21 trillion to GDP and supported 47 million jobs in 2024, showing resilience 

and surpassing pre-pandemic levels, with domestic tourism leading the recovery. 

 

Parikh, J., & Sharma, A. (2016). Tourism and employment generation in India: A sectoral analysis:-Parikh 

and Sharma studied tourism’s effect on employment generation in India. Their findings emphasized that tourism 

is labour-intensive, creating jobs for both skilled and unskilled workers, particularly in states rich in heritage and 

natural attractions. 

 

Ghosh, A. (2011). Tourism and foreign exchange reserves: A study of India’s current account:-Ghosh focused 

on tourism’s role in India’s foreign exchange reserves. The study concluded that tourism receipts were a 

significant contributor to the current account, though highly vulnerable to external shocks in the global economy. 

 

Bhatia, A. (2013). Tourism development policies in India: An analysis:-Bhatia analysed tourism development 

policies in India. He argued that poor infrastructure, weak connectivity, and inadequate marketing limit the 

sector’s economic potential, stressing the importance of policy support for tourism-led growth. 

 

Sahoo, S., & Mohapatra, P. (2019). Regional tourism growth and disparities: A case study of Odisha:-Sahoo 

and Mohapatra investigated regional tourism growth with reference to Odisha. They found strong disparities in 

tourism benefits across states, recommending decentralised policies to ensure balanced regional economic 

development. 

 

Chand, M., & Kaur, R. (2014). Socio-economic effects of tourism in Himachal Pradesh:-Chand and Kaur 

studied the socio-economic effects of tourism in Himachal Pradesh. Their research showed that tourism boosts 

local income and supports rural development, highlighting its importance for community welfare in hilly regions. 

 

4. RESEARCH METHODOLOGY 
This Section outlines the methodological framework adopted to investigate the economic impact of tourism on 

India’s growth. It describes the data sources, variables, hypotheses, and statistical tools used to analyse the 

relationship between tourism and GDP. 

 

4.1 Data Sources 

To ensure the reliability and comprehensiveness of the analysis, data was collected from multiple authoritative 

sources: 

Data Source Data Extracted 

Ministry of Tourism, Government of 

India 

Annual statistics on Foreign Tourist Arrivals (FTA) 

Reserve Bank of India (RBI) GDP figures and foreign exchange earnings from tourism 

World Travel & Tourism Council 

(WTTC) 

Tourism’s contribution to GDP and employment post-COVID 

National Sample Survey Office 

(NSSO) 

Employment data in tourism-related sectors 

Tourism Satellite Account (TSA) Multiplier effects of tourism on sectors like transport, retail, and 

construction 

State Tourism Departments Regional tourism data and socio-economic impacts 

 

These sources provide both macroeconomic and regional-level insights necessary for a strong analysis. 

4.2 Variables 

• Independent Variable: Foreign Tourist Arrivals (FTA) FTA refers to the number of international 

visitors entering India for leisure, business, or other purposes. It serves as a proxy for tourism activity 

and demand. 

• Dependent Variable: Gross Domestic Product (GDP) GDP represents the total monetary value of all 

goods and services produced within India over a specific period. It is used to measure the overall 

economic output and assess the contribution of tourism to national income. 
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4.3 Research Hypothesis 

To evaluate the relationship between tourism and economic growth, the following hypotheses are formulated: 

• Null Hypothesis (H₀): Tourism has no significant impact on India’s economic growth. 

• Alternative Hypothesis (H₁): Tourism positively influences India’s economic growth. 

These hypotheses will be tested using statistical tools to determine the strength and importance of the relationship. 

 

4.4 Statistical Tools 

To analyse the data and test the hypotheses, the following statistical techniques have been used: 

• Correlation Matrix: This tool is used to assess the strength and direction of the linear relationship 

between FTA and GDP. It helps identify whether tourism activity correlates with economic performance. 

• Linear Regression Analysis: Regression modelling is applied to quantify the impact of FTA on GDP. 

It estimates how variations in tourist arrivals influence changes in economic output, offering predictive 

insights and validating the hypothesis. 

 

5. RESEARCH QUESTIONS  
1. To what extent has the tourism sector contributed to India's GDP growth over the past three decades, and how 

does this compare with other service sectors such as IT and financial services? 

2. What is the role of tourism in generating employment across India’s formal and informal sectors? 

3. What is the relationship between tourism development and economic growth in India? 

4. How has tourism influenced regional economic disparities within India? 

5. What are the economic benefits of tourism for rural and heritage destinations compared to urban centres? 

6. How do community-based tourism initiatives affect income distribution and social welfare? 

 

Data Sources 

RBI (Reserve Bank of India) 

Indian Ministry Of tourism  

UN Tourism Data 

World Bank Open Data  

 

6. RESEARCH ANALYSIS  
The dataset on which the regression analysis has been run is the average of foreign tourist arrival and the annual 

GDP growth rate of India over the time series of (1995-2024)           

SUMMARY OUTPUT 
       

        

Regression Statistics 
       

Multiple R 0.600440601 
      

R Square 0.360528915 
       

Adjusted R 

Square 

0.336844801 
       

Standard 

Error 

889.3913199 
       

Observations 29 
       

         

ANOVA 
        

 
df SS MS F Significance F 

   

Regression 1 12041171.1 12041171 15.22239 0.000573856 
   

Residual 27 21357456.84 791016.9 
     

Total 28 33398627.94 
     

         

 
Coefficients Standard 

Error 

t Stat P-value Lower 95% Upper 

95% 

Lower 

95.0% 

Upper 

95.0% 

Intercept 472.7711006 346.982376 1.362522 0.184291 -239.1779273 1184.7201 -239.17793 1184.720128 

0.2124 2267.723758 581.2308709 3.901589 0.000574 1075.13652 3460.311 1075.13652 3460.310996          
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A. Regression Statistics  

The regression model provides the following key metrics 

Metric Value Interpretation 

Multiple R 0.600440601 This is the correlation coefficient between the observed and predicted 

values. A value of 0.6004 indicates a moderate positive linear 

relationship. 

R Square 0.360528915 This means that approximately 36.05% of the variation in the dependent 

variable is explained by the independent variable (Variable X) (FTA). 

Adjusted R 

Square 

0.336844801 Adjusted for the number of predictors and sample size. It’s slightly lower 

than R Square, which is typical. It suggests the model has moderate 

explanatory power. 

Error 889.3913199 This is the standard deviation of the regression’s residuals. It gives a sense 

of how much the actual values deviate from the predicted values. Lower 

is better. 

Observation 29 The number of data points used in the regression. A sample size of 29 is 

modest but generally acceptable for simple linear regression. 

 

B. ANOVA ( Analysis of Variance) 

Source df SS MS F- statistics p-value 

Regression 1 12041171.1 12041171 15.22239 0.000573856 

Residual 27 21357456.84 791016.9 - - 

Total 28 33398627.94 - - - 

 

  The F-statistic of 15.22 is quite high, and the p-value < 0.001 confirms that the regression model is statistically 

significant. 

  This means that Variable X (FTA) significantly predicts the dependent variable (GDP), and the relationship 

is unlikely to be due to random chance. 

  However, while the model is statistically significant, the R² value of 0.36 suggests that there's still a lot of 

unexplained variance — so the model is useful, but not perfect. 

 

Regression Coefficients  

The coefficients reveal the nature of the relationship  

Variable Coefficient Std. Error t-Stat p-Value 95% Confidence 

Interval 

Intercept 472.7711 346.9824 1.3625 0.1843 [-239.18,1184.72] 

FTA 2267.7238 581.2309 3.9016 0.00057 [1075.14,3460.31] 

 

(a) Intercept (472.77) 

• This represents the predicted value of the dependent variable (e.g., GDP) when the independent variable 

(tourism receipts or arrivals) is zero. 

• However, it’s P-value = 0.184 > 0.05, which means the intercept is not statistically significant — it 

doesn’t contribute meaningfully to the model. 

 

(b) Independent Variable (Coefficient = 2267.72) 

• This coefficient means that for every 1-unit increase in the independent variable (e.g., tourism 

revenue, in billions/trillions), the dependent variable (GDP) increases by 2267.72 units, on average. 

• The P-value = 0.00057 < 0.05, showing this effect is highly statistically significant. 

• The t-statistic = 3.90 also confirms strong evidence that the coefficient differs significantly from zero. 

• The 95% confidence interval ranges from 1075.14 to 3460.31, meaning we can be 95% confident that 

the true population coefficient lies within this range — and it’s entirely positive, confirming a positive 

economic impact. 

 

In Depth Analysis  

1) Intercept 

• Estimate: 0.1214 

• Standard Error: 2267.7238 

• t Stat: 0.000053 
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• P-value: 0.999958 

• 95% Confidence Interval: [-4600.177, 4600.419] 

 

Explanation 

• The intercept estimate is effectively zero but its standard error is enormous, so the estimate is completely 

uninformative. The confidence interval spans a very wide range that includes both large negative and 

large positive values, showing no precision. 

• Practically, the intercept tells us nothing useful about the baseline value of the dependent variable when 

Tourism Growth = 0. This often happens when X = 0 is outside the data range or when X is not centered; 

centering X would produce a more meaningful intercept (the predicted value at mean tourism growth) 

and improve numerical stability. 

 

2) Tourism Growth Coefficient 

• Estimate (slope): 2124.0000 

• Standard Error: 539.1809 

• t Stat: 3.9370 

• 95% Confidence Interval: [1025.1352, 3221.8648] 

 

Explanation 

• The slope indicates a large positive effect: on average, each one-unit increase in tourism growth is 

associated with an increase of about 2,124 units in the dependent variable. The scale of “one unit” for 

tourism growth matters: interpret the coefficient in the real-world units you used (for example, percentage 

points, index points, or absolute counts). 

• The standard error is moderate relative to the coefficient, producing a fairly narrow confidence interval 

on the substantive scale. The entire 95% CI is positive and does not include zero, so the direction and 

general magnitude of the effect are reliable in-sample. 

• Consider reporting the effect per a meaningful increment (e.g., per 5% tourism growth) if one unit is 

small or hard to interpret. 

 

3) P-value for the Tourism Growth Coefficient 

• P-value: 0.000574 

 

Explanation 

• The p-value is very small, so under standard frequentist criteria we reject the null hypothesis that the 

tourism growth coefficient equals zero. The observed association is extremely unlikely to be due to 

random sampling variability alone. 

• Statistical significance does not equate to practical importance by itself; here both significance and a 

large effect size align, which strengthens confidence that tourism growth is an important predictor in this 

dataset. 

• Because p-values are sensitive to sample size and model assumptions, confirm robustness by checking 

residual diagnostics and, if appropriate, using heteroskedasticity-robust standard errors or bootstrap 

confidence intervals. 

 

4) R Square and Adjusted R Square 

• R Square: 0.360528915 (36.05%) 

• Adjusted R Square: 0.336844801 (33.68%) 

 

Explanation 

• The model explains about 36% of the observed variance in the dependent variable. For a single-predictor 

model this is a respectable share, indicating tourism growth is an important explanatory variable but far 

from a complete story. 

• Adjusted R² is slightly lower because it penalizes model complexity relative to sample size; with one 

predictor the penalty is small but meaningful. The difference (≈2.4 percentage points) suggests limited 

optimism from R² when generalizing outside the sample. 

• Expect substantial unexplained variation (≈64%), so other variables, random shocks, measurement error, 

or nonlinearity likely matter. Use R² as one indicator among diagnostics and out-of-sample performance 

checks (cross-validation) rather than as sole proof of predictive usefulness. 
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5) Standard Error 

• Residual Standard Error (Model Standard Error): 889.3911 

 

Explanation 

• The residual standard error indicates the typical size of prediction errors around the fitted regression line on 

the outcome scale. Roughly speaking, individual predictions will typically be off by about ±889 units. 

• Compare the standard error to the mean or typical range of the dependent variable to judge practical 

precision; if the dependent variable’s range is, say, a few thousand, then ±889 is substantial. If the dependent 

variable routinely spans tens of thousands, ±889 may be acceptable. 

• The standard error enters directly into prediction intervals, t-statistics, and the assessment of practical 

significance. Reducing it (by adding important predictors, transforming variables, or addressing 

heteroskedasticity) improves predictive accuracy. 

 

Valuable Takeaways from the Analysis 

• Tourism growth is a robust, positive, and substantively large predictor in this sample: estimated effect ≈ 

+2,124 per unit of tourism growth with a 95% CI [1,025; 3,222], and p ≈ 0.000574. This combination of 

statistical significance and large magnitude suggests tourism growth matters materially for the outcome 

studied. 

• The model has moderate explanatory power (R² ≈ 36%), meaning a majority of variation remains 

unexplained. Use the model cautiously for individual-level prediction; it is better suited for understanding 

average associations or directional effects. 

• The intercept is useless as reported; center or rescale the predictor if an interpretable baseline is required. 

• Prediction uncertainty is high (residual SE ≈ 889); prediction intervals for single observations will be wide. 

For decisions that require precision, collect more data, add relevant covariates, or consider alternative model 

forms. 

• Before drawing causal conclusions, evaluate identification: check for omitted variable bias, reverse causality, 

and measurement error. If the goal is causal inference rather than association, consider instrumental 

variables, fixed effects, difference-in-differences, or randomized designs where feasible. 

• Perform diagnostic checks: residual vs. fitted plots for linearity and heteroskedasticity, Q–Q plot for 

normality, leverage and Cook’s distance for influential observations. If diagnostics fail, use transformations, 

robust standard errors, or nonparametric methods as appropriate. 

• Report effect sizes in context: translate the slope into policy-relevant terms (e.g., expected change in outcome 

for a realistic change in tourism growth) and provide both confidence intervals and prediction intervals when 

communicating uncertainty. 

 

7. BRIEF YEARLY ANALYSIS 
This is a brief analysis of 30 years of India as per the availability of valid data for explanation, to examine how 

the relation between Foreign Tourist Arrival and annual GDP growth varies over the year, what are the factors 

affecting them, and what are the possible solution for more inclusion of Foreign Tourist Arrival leading to an 

increased economic growth. 

 

 

https://eprajournals.com/
https://doi.org/10.36713/epra1013


        Journal DOI: 10.36713/epra1013|SJIF Impact Factor (2025): 8.619                                                                     ISSN: 2347-4378 

     EPRA International Journal of Economics, Business and Management Studies (EBMS) 
      Volume: 12 | Issue: 11|November 2025                                                                               -Peer-Reviewed Journal 

 
 

2025 EPRA EBMS     |     https://eprajournals.com/    Journal DOI URL: https://doi.org/10.36713/epra1013  
41 

 
Source: - World Bank  

 

 

 
Source: - Ministry of Tourism  

 

Phase 1: The Steady Climb (1995-2007) 

• 1995-1999: The Foundation. Both GDP and FTA start from a low base but show consistent, healthy 

year-on-year growth. This period likely represents economic liberalization, infrastructure development, 

and the country establishing itself on the global tourism map. 

• 2000-2007: The Boom Period. This is a period of rapid, almost parallel acceleration for both lines. 

o GDP grows exponentially, reflecting a powerful economic expansion, likely driven by sectors like IT, 

manufacturing, and services. 

o FTA keeps pace, indicating that the country was successfully capitalizing on its economic growth to 

attract tourists. This could be due to factors like a growing middle class, increased global business ties, 

aggressive tourism marketing, and improved air connectivity. 
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Phase 2: The First Major Shock (2008-2010) 

• 2008: The Inflection Point. The steep, upward trajectory of both lines abruptly flattens. This is the direct 

impact of the Global Financial Crisis. Global economic uncertainty causes a sharp slowdown. 

• 2009: The Dip. Both GDP and FTA record a clear decline. Companies cut travel budgets, and individuals 

in source countries (like the US and Europe) had less disposable income, leading to a drop in leisure 

travel. This was a demand-side shock. 

• 2010: The Rebound. Both metrics begin to recover quickly, showing a V-shaped rebound from the crisis. 

This indicates strong underlying economic fundamentals and a swift recovery in global travel confidence. 

 

Phase 3: The Mature Growth Phase (2011-2019) 

• 2011-2019: Sustained Expansion. Both lines resume their strong upward climb, but the slope is slightly 

less steep than the pre-2008 boom. This suggests a period of mature, stable growth. 

o The country was now an established economic and tourist destination. 

o Growth was consistent, likely driven by continued economic reforms, digitalization, and a diversified 

tourism strategy focusing on different source markets and travel segments (e.g., medical, eco-tourism). 

 

Phase 4: The Unprecedented Collapse (2020) 

• 2020: The Great Crash. This is the most dramatic single-year event on the graph. Both lines fall off a 

cliff. 

o FTA collapses to near-zero levels due to global travel bans, nationwide lockdowns, and border 

closures during the COVID-19 pandemic. This was a supply-side shock to mobility—people were 

physically prevented from traveling. 

o GDP also plummets, as the tourism sector (a major contributor) halts, and broader lockdowns stifle 

overall economic activity. 

 

Phase 5: The Sharp Recovery (2021-2024) 

• 2021: The Beginning of the Rebound. With the rollout of vaccines and the easing of restrictions, both 

lines turn sharply upward. This represents the initial phase of "revenge travel" and economic reopening. 

• 2022-2024: The Post-Pandemic Boom. The recovery is remarkably swift and strong. 

o FTA surges, indicating massive pent-up demand for travel. People who had postponed trips for two 

years were now eager to travel. 

o GDP growth accelerates, fuelled by the rebound in consumer spending, including the lucrative tourism 

sector. 

o By 2024, the graph shows both metrics not only recovering to their pre-pandemic (2019) peaks 

but exceeding them, reaching new all-time highs. This suggests the country has successfully emerged 

from the pandemic and its economic-tourism model is more robust than ever. 

 

Table of Key Periods 

Period Years GDP Trend FTA Trend Key Driver 

Steady Climb 1995-

2007 

Rapid Growth Rapid 

Growth 

Economic Liberalization & Global 

Integration 

Financial Crisis 2008-

2010 

Dip & Rebound Dip & 

Rebound 

Global Economic Shock (Demand-Side) 

Mature Growth 2011-

2019 

Stable Growth Stable 

Growth 

Established Market, Diversified 

Economy 

Pandemic Crash 2020 Severe 

Contraction 

Collapse COVID-19 Lockdowns (Supply-Side 

Shock) 

Post-Pandemic Boom 2021-

2024 

Strong 

Recovery 

Strong 

Recovery 

Pent-up Demand & Economic 

Reopening 

 

8. CONCLUSION  
Tourism continues to serve as a cornerstone of India’s economic diversification strategy, contributing significantly 

to national income, employment generation, and regional development. The sector’s remarkable recovery 

following the COVID-19 pandemic highlights its potential to act as a sustainable engine for long-term growth. 

With domestic tourism reviving rapidly and international arrivals steadily increasing, the industry demonstrates a 

strong capacity to adapt to changing global dynamics. 
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However, to translate this potential into inclusive prosperity, India must ensure that the benefits of tourism are 

equitably distributed across regions and communities. This requires a balanced approach that promotes growth 

while preserving the nation’s rich cultural heritage and fragile ecosystems. Overexploitation of natural and cultural 

resources in pursuit of rapid development could undermine the very assets that attract visitors in the first place. 

Therefore, sustainable tourism policies must emphasize conservation, community participation, and responsible 

travel practices. Integrating data-driven policy mechanisms can further strengthen planning and implementation, 

enabling governments and stakeholders to identify emerging trends, assess impacts, and design evidence-based 

strategies. By combining innovation with preservation, India can position tourism not merely as an economic 

driver but as a catalyst for inclusive and sustainable national development. 
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