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Abstract 
The Indian travel and tourism industry has 

immense potential to act as a catalyst in 

the socio economic development, which is 

evident from the role played by this labour 

intensive industry during the last two 

decades.  Through its strong backward 

and forward linkages it generates 

employment in different sectors of 

economy, both for skilled and unskilled 

labour force. It helps in improving the 

living standard of remote rural and semi 

urban areas. It also plays important role 

in foreign exchange earnings, 

infrastructure development, and plays 

crucial role in the promotion of world 

famous Indian traditional Art and craft.   

Tourism industry has potential to 

strengthen the inclusive economic 

development. It is a limitless industry with 

immense growth potential having clear 

remarkable positive impact on economic 

and social aspects of Indian economy. 

Secondary data has been used to find out 

the impact of growing Indian tourism 

industry on various economic parameters 

which are vital for the overall economic 

development of a country.  

Key words: Tourism, Employment, 
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Objectives: 

1. To find out the behaviour of Indian 

tourism industry towards various 

economic parameters. 

2. To understand how tourism acts as 

a catalyst in the overall 

socioeconomic development of 

Indian economy. 

Introduction 

Ourism industry  in India has 

emerged as an instrument of income 

and employment generation, poverty 

alleviation and sustainable human 

development. Almost more than 20 million 

people are now working in this labour 

intensive industry. The Indian Tourism 

industry is playing important role in socio-

economic development of both rural and 

urban areas since the last two decades, 

contributing in several ways and 

strengthens the inter-connected processes. 

T 
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While it is often claimed as remedy for 

many evils like underdevelopment, 

unemployment, poverty eradication, 

development of rural areas, up grading 

living standard and so on; its contribution 

in creating a global and regional socio-

political environment for peaceful co-

existence of the cultures and societies has 

been equally established at various levels. 

Perhaps, this realisation took many 

scholars and planners to position tourism 

as one of the biggest „peace industries‟, a 

means to strike stability of global peace 

process through development. If, tourism 

practiced in responsible and sustainable 

manner will bring peace and prosperity of 

the people and its stakeholders will share 

benefits in fair manner, which is a 

compulsory condition for the equilibrium 

of sharing to sustain. 

Material and Methods 

The present study is an attempt to find out 

the impact tourism industry on various 

economic parameters of Indian economy 

.The data for the present study has been 

collected from various old research papers, 

journals, internet and government reports 

on tourism. The data has also been taken 

from various documents such as books, 

newsletters, reports, magazines, journals, 

newspaper, as well as from existing 

published and unpublished literature to 

understand how tourism plays its role in 

different directions for the overall 

development of Indian economy. After 

this, pertinent statistical tools have been 

used to find out the necessary required 

results. Result and Discussion 

From the actual ground realties it seems 

that tourism in India has emerged as one of 

the important instruments of employment 

generation, income and Foreign Exchange 

earnings and infrastructure development 

both in rural and urban areas. It helps in 

the poverty eradication and up gradation of 

living standard of the people around the 

tourist sports particularly in remote 

backward areas. Tourism industry has 

gargantuan economic benefits. This 

industry has not remained what it was in 

80‟s and 90‟s, today it does not have 

remained confined itself only to Tour 

operators, hotels, restaurants and sea 

beaches, but has touched every corner of 

our economy through diversification and 

innovation in traditional tourism structure 

and system in to rural areas (Rural 

tourism), health sector (Health Tourism) 

and environment (Eco-tourism) as well. Its 

importance as an instrument for economic 

development and employment generation 

is now recognized world over. The 

existing Tourism Policy, therefore 

provides a framework for development of 

tourism, with the objective of reaping its 

socio-economic benefit, people in rural 
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areas by ensuring overall development of 

the countryside, society and the nation 

altogether.  It contributes 6.23% to 

national GDP and 8.78% to the total 

employment in India. The tourism industry 

in India generated US$100billion in 2008 

and is expected to increase to US$ 275.5 

by 2018 at a 9.4% annual growth rate. 

The Tourism industry of India has 

immense potential to reap economic 

benefits, if this precious fruitful resource is 

utilized effectively and efficiently. It has a 

potential to provide employment to skilled 

and unskilled labour force of the country. 

Through its strong backward and forward 

linkages it generates employment in 

different sectors of the economy both 

directly and indirectly. If these linkages 

are strengthened these will act as a positive 

instrument for economic growth and 

development and will help in inclusive 

growth, which is one of the important 

objective of five year plans.  These 

linkages will develop with the passage of 

time depending up on variety of factors, 

such as the availability of finance, the 

diversity and maturity of the local 

economy or the quality of locally produced 

goods. The travel and tourism industry 

contains these four elements that enable it 

to be a dynamic market force for 

sustainability in the future. It has the 

capacity to increase exports, bring in 

capital investment, boost economies GDP 

and create employment (Govind. P.; 2012).  

Table No: 1.                        Foreign Tourist Arrivals in India (Millions) 

Year FTAs In India  

( In Millions) 
Percentage Change over the 

Previous Year 

1997 2.73 3.08 

1998 2.36 -0.7 

1999 2.48 5.02 

2000 2.65 6.7 

2001 2.54 -4.2 

2002 2.38 -6.0 

2003 2.73 14.3 

2004 3.46 26.8 

2005 3.92 13.3 

2006 4.45 13.5 

2007 5.08 14.3 

2008 5.28 4.0 

2009 5.11 -3.3 

2010 5.78 11.8 

2011 6.29 8.9 

Source: (1). Ministry of Tourism government of India (2009-2010) 
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(2). Indian tourism statistics 2011 at 

a glance 

Both Table No. 1 and Fig. No. 1 shows the 

trend of foreign tourist inflow in India 

from 1997-2011.The foreign tourist 

arrivals was 2.37 million in 1997 which 

with a little fluctuation decreased to 2.38 

million in 2002 after 20002 it shows a 

persistent rise which reached to 4.5 billion 

in 2006. After this tourist inflow shows a 

negative (-3.3) percentage change in 2009, 

this decrease is due to the negative impact 

of   2008 global economic recession 

accelerated by outbreak ofAN1H1 

influenza virus. 

 

Fig.no:2         Trend Lines of Foreign Tourist Arrivals (1997-2011) 

 

 

OLS model is: 

Foreign Tourist in flow = f (X) 

Y = α + βx + υi 

……………………………….. (1) 

Y = Foreign Tourists 

y = 0.2931x + 1.4714 
R² = 0.8827 

0

1

2

3

4

5

6

7

0 5 10 15 20

FTAs In India  ( In Millions) 

FTAs In India  ( In
Millions)

Linear (FTAs In India  (
In Millions))



      

 
 
 

INDIAN TOURISM INDUSTRY UNDER ECONOMIC MICROSCOPE Dr. Sangram Bhushan & Lateef Ahmad 

Mir 
 P a g e  | 711 

International Journal of Research (IJR)   Vol-1, Issue-10 November 2014   ISSN 2348-6848 

X = Time 

υi = error termes 

α, β = parameters 

Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change F Change df1 df2 

Sig. F 

Change 

1 .940
a
 .883 .874 .49590 .883 97.795 1 13 .000 

a. Predictors: (Constant), VAR00001       

 

 

 

 

Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

95% Confidence Interval for 

B 

B Std. Error Beta Lower Bound Upper Bound 

1 (Constant) 1.471 .269  5.461 .000 .889 2.054 

VAR00001 .293 .030 .940 9.889 .000 .229 .357 

a. Dependent Variable: VAR00002      

 

From the above regression model it is clear 

that time explains 88% tourist inflow 

while the remaining is explained by some 

unknown variables. We can conclude that 

there is a significant relationship between 

tourist inflow and time. This increase in 

tourist inflow with the passage of time can 

be used as an important factor in the 

demand forecasting of tourists. 

 Tourism has an inbuilt capacity that it 

could contribute remarkably and in 

minimum time duration in poverty 

alleviation through job creation and 

productive employment by offering 

labour-intensive jobs and small-scale 

business opportunities that generally 

employ a high proportion of women and 

unskilled youth. In addition to this tax 

revenue from tourism could be used to 
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improve infrastructure, health and 

education development, all of which are 

important for poverty alleviation. In the 

long run, tourism promotes understanding 

among people of different nations, thus 

contributing to world peace and 

understanding. It is often claimed that 

tourism is the 3rd largest earner of foreign 

exchange in India, after gems/jewellery 

and ready-made garments. 

After giving priority and pumping huge 

financial resources to Tourism industry it 

is necessary that it must act as a catalyst 

for socio-economic development and for 

achieving this important objective, 

appropriate and sensible policies must be 

formulated by the government to ensure 

that the benefits are widely spread, adverse 

impacts are reduced, especially on fragile 

natural environment. In addition to this 

necessary support must be given to foster 

the sound and sustainable development of 

this economically profitable industry. All 

those agencies that are involved in this 

industry must be capable of designing and 

implementing effective measures to foster 

sustainable tourism development and 

enhance the contribution of tourism to 

socio-economic development. This does 

not mean that the stakeholders should be 

set completely free in a manner which will 

cause deterioration to sustainable tourism 

but it means that stakeholders should be 

given freedom to that extent which on one 

side will accelerate the benefits for present 

generation from this industry but at the 

same time will not place at risk the longer-

term prosperity and quality of life of future 

generations.  

Tourism industry is a limitless industry 

with immense growth potential. It has 

tremendous positive impacts on economic 

and social aspects in developing countries. 

This is why every country is trying with 

each other to woo more domestic and 

international tourist and India is not an 

exception though here achievements are 

not astonishing. According to the latest 

Tourism Satellite Accounting (TSA) 

research released by the WTTC and its 

strategic partner oxford economics in 

March 2009. The demand for travel and 

tourism in India is expected to grow by 8.2 

per cent between 2010and 2019 and will 

place India at the 3
rd

 position in the world. 

India‟s travel and tourism sector is 

expected to be the 2
nd

 largest employer in 

the world, employ 40,037,000 by 2019.In 

addition to this capital investment in 

India‟s travel and tourism sector is 

expected to grow at 8.8 per cent between 

2010 and 2019. 

The estimates show that direct 

employment in the Indian economy in 

1999-2000 due to Foreign Tourists was at 
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about 20.46 lac and in 2002-2003 due to 

Foreign and Domestic tourists were17.44 

lakh and37.33 lakh respectively, i.e. 

employment has doubled in the domestic 

sector compared to foreign sector .                                                                                                                                                                                                          

 

 

Table No: 2   Foreign Tourist Arrivals and Foreign Exchange Earnings 

                     During the years 2000-2012 

Year  Foreign 

Tourist 

Arrivals  

Percentage 

Change Over 

Previous 

Year  

Foreign 

Exchange 

Earnings( 

in Crore)  

Percentage 

Change Over 

Previous 

Year  

Foreign 

Exchange 

Earnings 

(Million 

US$)  

Percentage 

Change Over 

Previous 

Year  

2000  26,49,378  6.7  15,626,  20.6  3,460  15.0  

2001  25,37,282  -4.2  15,083  -3.5  3,198  (-)7.6  

2002  23,84,364  -6.0  15,064  -0.1  3,103  3.0  

2003  27,26,214  14.3  20,729,  37.6  4,463  43.8  

2004  34,57,477  26.8  27,944  34.8  6,170  38.2  

2005  39,18,610  13.3  33,123,  18.5  7,493  21.4  

2006  44,47,167  13.5  39,025  17.8  8,634  15.2  

2007  50,81,504  14.3  44,360  13.7  10,729  24.3  

2008  52,82,603  4.0  51,294  15.6  11,832  10.3  

2009  51,67,699  -2.2  53,700  4.7  11,136  (-)5.9  

2010  57,75,692  11.8  64,889#  20.8  14,193#  27.5  

2011  63,09,222  9.2  77,591#  19.6  16,564#  16.7  

2012  66,48,318  5.4  94,487#  21.8  17,737#  7.1  

#Advance Estimates 

Source: Ministry of Tourism, Annual Report 2012-13 

Fig.no:3   
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The above table No:2, shows that the 

foreign exchange earnings increased 

continuously with  the increase of foreign 

tourist inflow. In 2000 FEEs was Rs. 15, 

626 crore, which increased and reached 

Rs.77,591 crore during 2011 , with a 

growth of 19.6%, as compared to the FEEs 

of Rs.64,889 crore (provisional) during 

2010. During 2012, the Foreign Exchange 

Earnings from tourism registered a growth 

of 21.8% from Rs.77, 591 to Rs.94, 487 

crore (provisional) when compared to 

FEEs during 2011. 

 We should appreciate and encourage the 

fast growing and vibrant Indian tourism 

industry, which with the passage of time 

has emerged an assured channel of 

financial flow to the country. Besides 

significant contributions to the foreign 

exchange of the country, India‟s tourism is 

also a major source of employment for 

skilled and unskilled labour force. Because 

of strong forward and backward linkages 

with a host of sectors directly or indirectly 

like transport, Hospitality, Agriculture, 

Education, Handicraft, Health,  Banking 

etc. there is every possibility that India can 

reap full potential of this vibrant sector. 

Therefore, effective and efficient efforts 

are made by the government under the 

five-year and other special plans to 

minimize negative effects and dominance 

of positive fruitful effects. But the pressure 

of lingering problems in the Indian 

economy – mainly transport bottlenecks – 

coupled with the emerging commitments 

and challenges under General Agreements 

on Trade in Services (GATS) is already 

being felt. So the need of the hour to solve 

the problems and address the challenges 

confidently and squarely not only to build 

up the tourism sector but also boost the 

tertiary sector, in general. 

 

 

Conclusion  

 The Indian tourism industry has a clear 

bright future because the demand for travel 

and tourism in India is expected to grow 

by 8.2 per cent between 2010and 2019 and 

will place India at the 3
rd

 position in the 

world. It has huge potential to generate 

employment and earn foreign exchange 

earnings with minimum investment. 

Besides huge foreign exchange earnings 

and growth of world class infrastructure 

development India‟s travel and tourism 

sector is expected to be the 2
nd

 largest 

employer in the world, employ 40,037,000 

by 2019.keeping in view its socio-

economic impacts of Indian tourism the 

need of hour is that supply of tourism 

Products and services must regularly be 

upgraded to meet the changing needs of 

the market, which is necessary for 

continuous in flow and optimum 

satisfaction of tourists. I want to conclude 

that tourism can be used as a catalyst for 

socio-economic development if 

Government and other people involved in 

tourism pursue stainable development of 

tourism in a comprehensive and planned 

manner and formulate appropriate market 

demanding policies.  
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