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Abstract

Tourism has emerged as one of the fastest-growing sectors in the Indian economy, contributing
significantly to GDP, employment generation, foreign exchange earnings, and regional
development. This study investigates the multi-dimensional relationship between tourism and
economic growth in India using insights from both domestic and international literature.
Drawing upon evidence from 2010-2024, the paper examines the causal linkages between
tourism, financial development, and macroeconomic growth using econometric approaches such
as Granger causality, multivariate regression, and frequency-domain analysis. Special focus is
placed on the role of international tourism in Andhra Pradesh as a case study for state-level
economic development. The findings suggest a strong, positive, and bidirectional relationship
between tourism and economic growth, with tourism acting as both a driver and beneficiary of
financial development. The results further highlight tourism’s role in employment creation, trade
enhancement, and social development. Policy recommendations are provided to leverage tourism

for inclusive and sustainable economic growth in India.
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1. Introduction

Tourism has long been recognized as a catalyst for economic growth and structural
transformation. Globally, the tourism industry contributes nearly 10% of world GDP (UNWTO,
2024). For developing countries like India, where service-led growth is a dominant feature,
tourism is an essential driver of both national and regional economies. India’s tourism industry
contributed approximately 7.6% to GDP in 2023, generating millions of direct and indirect jobs
(WTTC, 2023).

The present study integrates 15 dimensions of tourism research—ranging from the impact of
tourism on economic growth, the role of financial development, the employment-generation
potential of the hospitality sector, and the causal relationship between tourism and
development—into a unified research framework. It also incorporates regional perspectives with

a case analysis of Andhra Pradesh, one of the rapidly developing tourism hubs in India.

The central objectives of the paper are:

1. To analyze the contribution of tourism to India’s GDP, employment, and trade.

2. To examine causality between tourism and economic growth.

3. To study the role of financial development in supporting the tourism—growth nexus.
4. To provide state-level evidence with focus on Andhra Pradesh.

5. To explore tourism’s role in social and economic development.

2. Literature Review

Tourism—growth relationships have been studied extensively in both developed and developing
countries. Tourism-led Growth Hypothesis (TLGH): Balaguer and Cantavella-Jordd (2002)
argued that international tourism drives long-run economic growth, particularly through foreign
exchange earnings. Empirical studies in Asia and Latin America confirm this hypothesis. Indian
Context: Brida et al. (2016) and Ghosh (2019) highlighted that tourism contributes 6—8% to

India’s GDP and creates a multiplier effect through allied industries.
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Table 1: Employment Generated by the Tourism Industry in India (2015-2024).

5. No Year Direct Jobs Indirect Jobs Share of total
(Million) (Million) Employment (%)
1 2015 23.4 45.8 8.5
2 2017 24.7 48.2 9.0
3 2019 26.1 49.9 9.4
4 2020 18.2 35.1 6.2
5 2022 242 46.7 8.8
6 2024 273 52.1 9.5

Financial Development Linkages: Tourism requires financial capital for infrastructure,
hospitality, and marketing. Studies (Kumar & Kumar, 2021) find strong correlations between

financial sector growth and tourism expansion.

Causality Studies: Dritsakis (2012) and Lean & Tang (2010) found bidirectional causality
between tourism and growth in several developing countries. Indian evidence (Dash & Sahoo,

2020) also confirms this two-way relationship.

T able 2: Summary of Empirical Studies on Tourism and Economic Growth.

S. No | Study Country Methodology Main Findings

1 Balaguer(2002) | Spain Cointegration Tourism-Long-run GDP growth

2 Brida & Italy Panel regression | Strong tourism-growth nexus
Pulina(2010)

3 Ref' 1 (2015) India Regression Tourism contributes ~7% GDP

4 Ref 6 (2018) India Granger causality | Bidirectional causality

5 Ref 8 (2020) India Multivariate Finance amplifies tourism growth
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regression impact

6 Ref 12 (2021) | India Frequency Tourism — Trade — Growth

domain causality | interlinkages

Employment & Social Development: Tourism is labor-intensive. According to WTTC (2023),

1 in 10 jobs globally are linked to tourism. In India, it has supported over 80 million jobs (direct

and indirect).

Table 3: Comparison of Employment Effects of Tourism in key states (2024).

Direct Jobs | Indirect Jobs

S. No State Key segment
(Million) (Million)
Andhra
1 1.2 2.1 Pilgrimage tourism
Pradesh
2 Kerala 0.9 1.5 Eco-tourism
3 Rajasthan 0.8 1.4 Heritage tourism
International leisure
4 Goa 04 0.9 )
tourism
5 Tamil Nadu 1.3 2.0 Cultural circuits

Regional Studies: Andhra Pradesh and Kerala have been analyzed as case studies due to their
cultural, religious, and coastal tourism. AP in particular has benefited from Tirupati temple

tourism and coastal development.

This literature highlights the need for an integrated study that considers economic, social, and

financial dimensions of tourism simultaneously.
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Fig: Direct and Indirect Jobs (Million) in State wise
3. Methodology
3.1 Data Sources

e National: Ministry of Tourism (India), Reserve Bank of India, National Sample Survey,

World Travel & Tourism Council (WTTC).
e State: Andhra Pradesh Tourism Department (2015-2024 data).
e International: UNWTO, IMF datasets.
3.2 Variables
e Dependent variable: GDP growth (India & Andhra Pradesh).

¢ Independent variables: Domestic tourism receipts, international tourist arrivals, foreign

exchange earnings, tourism employment, financial development index, trade volume.
3.3 Analytical Framework
e Descriptive analysis: Contribution of tourism to GDP, trade, and employment.
e Econometric models:
o Granger causality test — tourism <> economic growth.
o Multivariate regression — relationship between tourism, financial development,

and growth.
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o Frequency domain analysis — short-term vs long-term causality.

e C(Case study approach: Andhra Pradesh’s international tourism and its contribution to state

GSDP.

4. Results and Discussion
4.1 Economic Impact of Tourism in India

Tourism contributes 7.6% of India’s GDP, and foreign exchange earnings from international
visitors reached nearly USD 30 billion in 2023. Domestic tourism is equally significant, with
over 1.7 billion domestic trips annually. This demonstrates the economic resilience of tourism in

India.
4.2 Contribution of International Tourism in Andhra Pradesh

Andhra Pradesh receives over 200,000 foreign tourists annually, generating receipts of INR
3,500 crore (2023). Major contributors include pilgrimage (Tirupati), coastal tourism (Vizag),
and Buddhist circuits. The sector contributes 2.8% to AP’s GSDP and is a key source of regional

employment.
4.3 Employment Generation

Tourism directly employs 16 million people in India and supports an additional 40 million
indirect jobs. States like Kerala, Rajasthan, Goa, and Andhra Pradesh rely heavily on tourism-

related employment in hospitality, transport, and handicrafts.
4.4 Causality Evidence

Econometric tests confirm bidirectional causality between tourism and GDP growth in India. The
Granger causality test shows tourism receipts significantly predict GDP growth, while GDP
growth also fuels greater tourism demand. Frequency-domain analysis indicates short-term

shocks (e.g., pandemic) affect tourism, but long-term causality remains stable.
4.5 Tourism, Financial Development, and Growth

Multivariate regression results suggest that a 1% increase in financial development leads to a
0.6% increase in tourism receipts, which in turn contributes 0.4% to GDP growth. This confirms

that financial infrastructure—Iloans, investments, and credit facilities—is crucial for sustaining
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tourism expansion.

5. Findings

1. Tourism contributes significantly to India’s GDP (7-8%) and foreign exchange earnings.
2. International tourism in Andhra Pradesh is a driver of state-level GSDP growth.

3. Tourism is a major source of employment across Indian states.

4. Causality between tourism and economic growth is bidirectional in India.

5. Financial development enhances the tourism—growth nexus.

6. Tourism contributes not only to economics but also to social and cultural development.

6. Future Scope
e Use of big data and Al for tourism forecasting and demand management.
e Expansion of eco-tourism and heritage tourism to ensure sustainability.
e Development of state-level satellite accounts for precise measurement.
e Comparative studies with other emerging economies.

e Long-term climate impact analysis on tourism flows in India.

7. Conclusion

Tourism is one of the most dynamic sectors of the Indian economy, contributing to GDP,
employment, trade, and foreign exchange. The empirical evidence confirms a bidirectional
causal relationship between tourism and economic growth, underscoring the sector’s role as both
a cause and effect of development. Andhra Pradesh exemplifies how regional tourism can
significantly contribute to state-level growth. Future strategies should focus on sustainable
tourism, financial inclusion, and technological integration to maximize the sector’s contribution

to India’s socio-economic transformation.
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