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ABSTRACT 

Foreign Direct Investment means the transfer of capital, technology and other skills like managerial, 

marketing and accounting expertise and practices. It can take place in the form of establishing new 

business operations from acquiring existing business assets in the other countries including mergers and 

acquisitions. Tourism sector has emerged as one of the key services sectors enabling growth worldwide. 

It has significantly contributed towards socio-economic progress through employment generation, 

foreign exchange earnings and infrastructure development. It can also play an important role in 

achieving growth with equality and sustainability. In this paper; I have an attempt to study the Foreign 

Direct Investment trends in the tourism sector in recent years and its effect on the Indian economy and 

potential of Foreign Direct Investment in the tourism sector for removing regional disparities. 

Keywords: Foreign direct investment, Tourism Industry, Foreign Exchange Earnings. 

JEL Classification: F23, L83, F31. 

 

INTRODUCTION: 
One of the most notable features of globalization has been the increased importance of Foreign Direct 

Investment (FDI) around the World. FDI has the potential to generate employment, raise productivity, 

enhance competitiveness of the domestic economy through transfer skills and technology, strengthen 

infrastructure, enhance exports and contribute to the long-term economic development of the world’s 

developing countries. FDI in India acts as a catalyst in all sectors including the tourism industry. 

Regional inequality and unemployment are the main economic problems in developing and emerging 

countries. They see tourism as a potentially promising opportunity for economic, social and human 

development. Traditionally, tourism was placed below manufacturing or agriculture, as it was not seen as 

an important or suitable source of development. But today tourism is seen as a means of 

earning/exporting revenue, generating large numbers of jobs including unskilled men and women, 

promoting economic diversification, and helping regional development (Akhtar, 2013). 

FDI is one of the routes through which developing countries can push-up tourism, and control the 

economic problems such as regional inequality and unemployment. The dynamics of FDI in this dynamic 

sector, and its implications, has been relatively limited studied. 
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NEED OF THE STUDY: 

Lack of capital, technology and management expertise is the central economic problem in developing 

countries like India. There is immense potential to earn foreign exchange in FDI and tourism industry. 

Due to which the economic development in these countries will be accelerated. 

 

 

OBJECTIVES OF THE STUDY: 

1. To reveal the recent trends of FDI in the tourism industry in India. 

2. To study the potential of FDI and tourism industry for removing regional disparities in India. 

 

RESEARCH METHODOLOGY: 

The present study is based on the secondary data published by various agencies and organizations i.e. 

World Investment Report, WTTC, WTO, UNWTO (United Nation World Tourism Organization), 

Ministry of Tourism, Ministry of Statistics and Programme Implementation, Newspapers, Magazines, 

Books, Economic journals and Internet, etc. 

 

LITERATURE REVIEW: 

Ramachandran and Goebel (2002) reported that Tamil Nadu has emerged as the most preferred 

investment destination in India due to several advantages such as strong and stable government with 

proactive government policies, investor-friendly and transparent decision making process, robust 
diversified industrial infrastructure , comfortable power conditions, abundant availability of skilled 

manpower, harmonious industrial relations and absence of labour unrest, high quality of work culture and 

peaceful life, best stimulus package in the country, highly cosmopolitan structure and high proportion of 

English speaking population. 

Akhilesh Sharma et al (2012) examined FDI in the Indian tourism industry, its flows into the Indian 

tourism industry and its impact on India's economy. They found FDI plays an important role in the 

expansion of the tourism sector in India. The hotel and tourism industry offers tremendous opportunities 

to India in terms of contribution to its GDP and job creation. 

Niranjana. C and Vimya K.P (2013) analyzed foreign investment in India's tourism sector. According to 

them the tourism sector has immense potential for the Indian economy. It can provide impetus to other 

industries through backward and forward linkages and generate huge revenue income for the country. 

The importance of tourism as a source of foreign exchange for India cannot be ignored. 

 

GLOBAL TOURISM SECTOR: 
The tourism industry contributes to poverty alleviation, reducing regional and income inequality through 

job creation, encouraging entrepreneurship and promoting social integration. Tourism is one of the 

fastest growing service industries in the country, with great potential for further expansion and 

diversification. Thus tourism is not only the concept of enjoying or travelling or spending holidays, but 

also the concept of development (Akhtar, 2018). 

According to the World Travel and Tourism Council (2021), the share of the tourism sector in 185 

countries and 25 regions accounted for 10.4% of global GDP and 10% of total employment in 2019. The 

division on all spending is weighted toward the leisure market, which represents 78.5% of the total, 

compared with 21.5% for business spending, and the sector accounts for 6.5% of total global exports and 

27.2% of total global services exports (WTTC, 2021). 

Region-wise global tourism sector performance shown in the below map. 
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Global Tourism Sector Performance 2019 

 
Source: Compiled by WTTC 2021 

 

Across all regions in 2019, the Caribbean (14.1%) and Asia-Pacific (9.9%) remained a strong performer, 

followed by Europe, North Africa and Latin America. Domestic tourism accounted for 71.2% of all 

tourism spending and international tourism accounted for 28.8% in 2019. Strong domestic tourism in 

most of these countries is driven by a growing or larger middle class population, increased spending 

power among domestic consumers, etc. While Spain, Turkey and Thailand are important travel and 

tourism economies, most of the travel and tourism spending here comes from international tourists 

(WTTC Report, 2019). 

The United States, China, Japan, Germany and the UK were the top five nations and collectively 

represented about 47% of global travel and tourism GDP in 2018. (Table-1). 

As far as the world's economy GDP growth rate is concerned during 2011–18 it was 3.1% and the 

tourism sector was 3.9% during the same period of time. In addition to outpacing global economic 

growth, Travel & Tourism was the second fastest-growing sector in the world in 2018, ahead of 

constructions (+3.4%),  Healthcare (+3.1%), Information Technology (+1.7%) and Financial Services 

(+1.7%). Its growth was marginally behind Manufacturing, which grew by 4% in 2018  (WTTC Report, 

2019).  
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GLOBAL FDI INFLOWS: 

FDI has been regarded as a means of rapid economic growth and development, although in 2018 as many 

as 55 economies introduced 112 measures affecting foreign investment. 

As per World Investment Report (2019) economies such as Kenya, Morocco and Tunisia saw 

encouraging growth in diversified investments. After several years of low inflows, there has been a 

marked improvement in foreign direct investment in South Africa. FDI inflows to North Africa increased 

by 7%. Egypt remained the largest FDI recipient in Africa in 2018, although inflows declined by 8%. On 

the other hand, FDI inflows to developing Asia increased by 4% in 2018. Asia remained the largest FDI 

recipient region in the world, absorbing 39% of the global population in 2018 compared to 33% in 2017. 

India had received US$ 42 FDI in 2018. (Table-2). 
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TOURISM INDUSTRY IN INDIA: 

Tourism is a major engine of economic growth and foreign exchange earnings in India and considered as 

a pollution free industry. It has a huge potential to create a wide variety of large-scale employment, from 

the most specialized to the unskilled, so it can play a major role in creating additional employment 

opportunities. It can also play a vital role in achieving growth with equity and stability (Akhtar, 2018). 

India is the most advanced digital-traveller country in terms of digital tools used to plan; book and 

experience travel, India's growing middle class and rising disposable income have fuelled the growth of 

domestic and international tourism. The travel and tourism sector in India accounted for 8% of the total 

employment opportunities created in the country in 2017 and employed about 41.6 million people 

(Table-3). This number is expected to grow by 2% annually until 2028.  

 

 
The growing influence of the tourism sector as an economic powerhouse and its potential as a tool for 

development is immense. The tourism sector is not only a leader in development, but it also improves the 

quality of life of the people which has the potential to create a wide variety of jobs on a large scale. It 

protects the environment, and strengthens brotherhood and peace in the world. According to the Travel 

and Tourism Competitiveness Report (2017), India was ranked 40 out of 136 countries. The report ranks 

the price competitiveness of India's tourism sector as 10th out of 136 countries. India has very good air 

transport (ranked 32), especially considering the country's stage of development and proper land 

transport infrastructure (ranked 29). The country also has a high score (9th place) on natural and cultural 

resources. However, some other aspects of its tourism infrastructure remain underdeveloped. Over 10 
million foreign tourists visited India in 2017 compared to 8.89 million in 2016 (Table-4).  

 
Table 4: Foreign tourist arrivals by Source Countries for Foreign Tourist Arrivals in India in 2017 

Rank Country Number 
Share 

in % 

1  Bangladesh 2,156,557 21.49 

2  United States 1,376,919 13.72 

3  United Kingdom 986,296 9.83 

4  Canada 335,439 3.34 

5  Australia 324,243 3.23 

6  Malaysia 322,126 3.21 

7  Sri Lanka 303,590 3.03 

8  Russia 278,904 2.78 

9  Germany 269,380 2.68 

http://www.ijrti.org/
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10  France 249,620 2.49 

Total of Top 10 6,603,074 65.80 

Other Countries 3,432,729 34.20 

Grand Total 10,035,803 100 
Source:  Ministry of Tourism, government of India Annual report 2018-19. 

 
 

As per Ministry of Tourism (2017) among all the states and union territories, Tamil Nadu, Maharashtra 

and Uttar Pradesh were the most popular states for domestic tourist visits. Delhi, Mumbai, Chennai, Agra 

and Jaipur were the five most visited cities in India by foreign tourists during the year 2015. Worldwide, 

Delhi was ranked 28th in the number of foreign tourists, while Mumbai was ranked 30th, Chennai 43rd, 

Agra 45th, Jaipur 52nd and Kolkata 90th (Table-5 & 6). 

 

 
 

33%

21%

15%

5%

5%

5%

4%

4%

4%
4%

Source Countries for Foreign Tourist Arrivals in India in 2017

 Bangladesh

 United States

 United Kingdom

 Canada

 Australia

 Malaysia

 Sri Lanka

 Russia

 Germany

 France

http://www.ijrti.org/
https://en.wikipedia.org/wiki/France


© 2022 IJNRD | Volume 7, Issue 5 May 2022 | ISSN: 2456-4184 | IJNRD.ORG 

IJNRD2205100 International Journal of Novel Research and Development (www.ijnrd.org)  
 

877 

 
 

INFLOWS OF FDI IN INDIAN TOURISM INDUSTRY: 

The tourism industry in India plays an important role in almost all sectors especially hotels and 

restaurants, transportation, food and beverages, foreign exchange earnings, handicrafts etc.Tourism is an 

activity where access to capital, infrastructure and the global marketing and distribution chain are critical. 

FDI is often considered the most effective way to generate these elements. FDI is one of the tools 

through which developing countries can develop their tourism industry. Tourism is not just an activity; It 

is a set of several separate and related activities that include transportation, accommodation, food and 

beverage services, cultural entertainment, conventions and trade fairs, sports and spiritual peace. In 

addition, activities critical to the success of tourism include financial services, telecommunications, 

health services and others, such as energy, water, security and law and order. All these far-reaching 

activities come together in the production and consumption of tourism. FDI in India is allowed either 

through the automatic route or the government approval route. The FDI policy regime has been 

liberalized continuously over the years allowing FDI up to 100% under the automatic route in sectors like 

hotels and tourism. India's tourism sector is seen as a potentially promising opportunity for economic, 

social and human development. Tourism sector in India has great potential with varieties of tourism like 

medical tourism, religious tourism, adventure tourism, natural tourism; food tourism etc. (Akhtar, 2013). 

Compared to other globalized activities and domestic investment, FDI in tourism is relatively low. FDI 

exists only in a small number of diverse activities. The main investment is in hotels and restaurants, with 

very little FDI in airlines (although this is increasing) (Table- 7). 

 

Table 7: FDI inflow in India (US$ Millions). 

S. No. Year 
Total FDI 

inflow 

Growth 

Rate 

(%) 

FDI inflows in 

Tourism Sector 

Growth 

Rate 

(%) 

% Share of 

Tourism Sector 

FDI for Total FDI 

1 2010 34847 - 308 - 0.01 

2 2011 46556 33.60 993 222.40 2.13 

3 2012 34298 -26.33 3259 228.20 9.50 

4 2013 36046 5.10 486 -85.09 1.35 

5 2014 45148 25.25 777 59.88 1.72 

6 2015 55559 23.06 1333 71.56 2.40 

7 2016(P) 60220 8.39 916 -31.28 1.52 

8 2017(P) 60947 1.21 649 -29.15 1.06 

9 2018(P) 64375 5.62 NA NA NA 

Source: DIPP FDI fact sheet 2019. 

P for provisional 
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The country-wise FDI inflows into India are shown in Table 8. It has been shown that Mauritius, 

Singapore, Japan, Netherlands and UK are the top five countries providing FDI inflows into India. Their 

contribution to the total FDI inflows was around 71.9%. 
 
 

Table 8: Country-Wise FDI inflows in India from April 2000 to March 2019 (US$ Millions) 

S. No. Country FDI inflows % (with total inflows) 

1 Mauritius 134469.2 32.01 

2 Singapore 82998.4 19.75 

3 Japan 30273.5 7.21 

4 Netherlands 27352.3 6.51 

5 UK 26789.1 6.38 

6 USA 25556 6.08 

7 Germany 11707.8 2.79 

8 Cyprus 9869 2.35 

9 UAE 6652 1.58 

10 France 6643.1 1.58 

  
Grand Total 420141.9   

Source: DIPP FDI fact sheet 2019. 

 

 

2010 2011 2012 2013 2014 2015 2016(P) 2017(P)

Years

FDI inflow in India (US$ Millions)

FDI inflows in Tourism Sector

Total FDI inflow
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A sector-wise FDI inflow is shown in Table-9. It is revealed that the hotel and tourism sector ranks 11th 

in terms of sector receiving FDI. But the tourism sector has great potential and needs to attract more 

foreign direct investment. 
 
 

 

Table 9: Sector-wise FDI inflows in India from April 2000 to March 2019 (US$ Millions) 

S. No. Sector FDI inflows 
% of total 

inflows 

1 Service Sector 74149.4 17.65 

2 Computer Software & Hardware 37237.9 8.86 

3 Telecommunication 32825.8 7.81 

4 Construction Development 25045.8 5.96 

5 Trading 23021.1 5.48 

6 Automobile Industry 21386.7 5.09 

7 Chemicals (excluding fertilizers) 16582 3.95 

8 Drugs & Pharmaceuticals 15982.8 3.80 

9 Construction Activities 14805.2 3.52 

10 Power 14315.8 3.41 

11 Hotel & Tourism 12351.2 2.94 

12 Total 420141.9   

Source: DIPP FDI fact sheet 2019. 
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As far as state-wise FDI inflows into India are concerned, it is revealed that Mumbai, New Delhi, 

Bangalore, Chennai and Ahmadabad are the top five regions receiving FDI inflows into India. Their 

contribution to the total FDI inflows into India was about 71.4 per cent. These regions are also the best 

performing sectors in the tourism sector (Table-10). 
 
 

Table 10: State-wise FDI inflows in India from April 2000 to March 2019 (US$ Millions) 

S. 

No. 
Region State Covered 

Cumulative FDI 

inflows 

% of total 

inflows 

1 Mumbai Maharashtra, Dadra & Nagar Haveli, Daman & Diu 1,27,089 30.25 

2 New Delhi Delhi, Part of UP And Haryana 84,642 20.15 

3 Bangalore Karnataka 37,670 8.97 

4 Chennai Tamil Nadu, Pondicherry 29,848 7.10 

5 Ahmadabad Gujarat 20,545 4.89 

6 Hyderabad Andhra Pradesh 18,469 4.40 

7 Kolkata West Bengal, Sikkim, Andaman & Nicobar Islands 5,432 1.29 

8 Kochi Kerala, Lakshadweep 2,221 0.53 

9 Chandigarh Chandigarh, Punjab, Haryana & Himachal Pradesh 2,090 0.50 

1

0 
Jaipur Rajasthan 1,960 0.47 

  Total   4,20,142   

Source: DIPP FDI fact sheet 2019. 
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.  
 

SWOT: INDIAN TOURISM INDUSTRY: 

India has a very bright future in the field of tourism and has a high potential to attract tourists and offer 
wonderful handicraft products to the visitors. Human capital is the main component of economic 

development and India has a large population of young, skilled, semi-skilled, and cheap labour force 

which can provide additional benefits for developing tourism industry. Campaigns like ‘Atithi Devo 

Bhava’, ‘Incredible India’ & Bhart Darshan etc. are encouraging this industry. On the other hand, poor 

law and order, women's safety, corruption, lack of infrastructure facilities, etc. are the main weaknesses. 

Realizing this, the Government of India is paying close attention to the creation of facilities to attract 

tourists. In the present scenario the enterprise needs competent and confident manpower having in-depth 

knowledge of the complex technicalities involved in the smooth functioning of this industry. 

 

SUGGESTIONS & CONCLUSION: 

The growing influence of the foreign direct investment and tourism sector as an economic powerhouse 

and its potential as an instrument of development is undeniable. The FDI and tourism sector not only lead 

the growth but also improve the quality of life of the people with the potential to generate a wide variety 

of large scale jobs. The FDI and Tourism Industry both earn the foreign exchange reserve in an economy 

which is essential for economic development and affect the Indian economy in cause and effect manner. 

On the other hand it also poses some challenges which must be honestly overcome.  

 Tourism is an industry with a strong female presence so it will help to reduce gender inequality. 

 The tourism industry reduces unemployment and regional inequalities through the production of 

handicrafts, which are mostly produced in backward and remote areas by vulnerable people.  
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 Jammu and Kashmir and the north eastern state of India have great potential for natural and 

adventure tourism, but due to terrorism and poor infrastructure and law & order, these regions may 

not receive adequate FDI as well as tourists. Due to which the economic growth rate of these states 

is low. The disparity in these sectors can be bridged by promoting tourism industry and FDI. 

 The southern part of India has great potential for medical tourism as Chennai is known as the 

medical centre, which provides excellent medical services at affordable rates. This can be a way of 

increasing regional development and employment in a region related to the multiplier effect. 

 It is a well known fact that the states which attract more tourists, have good infrastructure, and 

attract more FDI, have a multiplier effect on the economic growth of the economy. Therefore it can 

be an effective way to reduce regional disparity. 

 

The tourism industry has emerged as an important instrument in the economic development of the Indian 

economy, especially in the remotely backward regions. Due to its strong backward and forward linkages, 

it raises the standard of living of the people who are directly or indirectly associated with its activity. The 

demand for travel and tourism in India is expected to increase and will place India at the third position in 

the world with huge foreign exchange earnings. Tourism can be used as a catalyst for socio-economic 

development and can be made more effective by formulating widely planned and suitable market demand 

policies. 

 

FDI has the potential to make a useful contribution to a tourism based economy like India. It can provide 
India access to the tangible and intangible assets needed to help it become a player in the global tourism 

market. However, FDI is not a cure-all and can be effective only as part of an appropriate broader policy 

framework. FDI is seen as a useful potential catalyst that can supplement, but not replace, domestic 

investment. 
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