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Abstract: Tourism is a vital pillar of India’s service-led economic growth, contributing significantly to GDP,
employment, foreign exchange earnings, and regional development. As the world’s eighth-largest tourism
economy, India has immense potential to promote inclusive and sustainable growth, particularly in rural,
coastal, and heritage-rich regions. This paper highlights the economic importance of tourism, including
employment creation, MSME growth, infrastructure development, and socio-economic transformation, while
examining major forms of tourism such as cultural, adventure, medical, and eco-tourism. The study reviews
government initiatives and regulatory reforms, including visa liberalisation, Swadesh Darshan 2.0, PRASHAD,
sustainability certification, homestay support, and skill development programmes. It also identifies persistent
challenges, such as fragmented regulations, delays in approvals, weak ease of doing business for small
operators, environmental stress, infrastructure gaps, and coordination .issues. The paper recommends
regulatory rationalisation, faster clearances, carrying-capacity-based visitor management, improved
governance coordination, and enhanced global competitiveness to unlock tourism’s full potential as a driver of
economic growth and employment.
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I. Introduction

Tourism is a high-employment, service-led growth sector and a vital pillar of India’s economy. According to
the Economic Survey, the sector contributes nearly Spercent to GDP and supports about 7.6 crore jobs, making
it a significant driver of inclusive and regional development. India accounts for around 1.5 percent of global
international tourist arrivals and, as per the World Travel and Tourism Council (WTTC) 202425 report, ranks
as the world’s 8th largest tourism economy, contributing USD 231.6 billion. Recognising this potential, the
Union Budget has placed strong emphasis on destination development and infrastructure support to accelerate
sectoral growth. However, despite robust demand and favorable policy intent, India’s tourism potential remains
under-realised due to fragmented, overlapping, and time-consuming regulatory frameworks. This highlights
the need for regulatory reforms to improve ease of doing business, attract investment, and enhance India’s
global competitiveness in tourism.
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India is among the world’s most sought-after travel destinations, with tourism and hospitality emerging as key
growth drivers within the services sector. With sustained investment in infrastructure, the sector is projected to
contribute 32,60,52,000 crore (USD 3 trillion) to India’s GDP by 2047. Tourism also serves as a major source
of foreign exchange and plays a crucial role in generating employment and promoting entrepreneurship across
regions. The sector functions both as a development catalyst and a driver of socio-economic transformation. It
spans a wide range of services, including accommodation, food services, leisure, and cultural experiences,
while showcasing India’s rich heritage, traditions, and diversity. Spread across 3.28 million sq. km from the
Himalayan peaks to southern rainforests India’s varied geography offers an exceptional mix of natural beauty,
heritage, and ecological diversity, strengthening its global tourism appeal.

To harness this potential, the government has launched several targeted initiatives. Under the Maritime India
Vision 2030 and Amrit Kaal Vision 2047, lighthouse tourism is being promoted through an investment of 60
crore (USD 7 million) to develop 75 lighthouses with modern amenities such as museums, amphitheaters, and
parks. In parallel, spiritual tourism is being expanded through dedicated circuits in Uttar Pradesh and improved
infrastructure in states like Uttarakhand and West Bengal, integrating heritage conservation with enhanced
connectivity.

I1. Objectives of the Study
1. To examine the economic significance of tourism in India.
2. To explore the various forms of tourism in India.
3. Toreview government initiatives and regulatory reforms aimed at strengthening the tourism sector.
4. To identify the challenges and constraints faced by the tourism industry.
I11. Methodology of the Study

This study uses a descriptive and analytical approach to examine tourism’s role in India’s economic
development. It is based on secondary data from government reports (Ministry of Tourism, Union Budget,
Economic Survey), WTTC publications, and scholarly research. The analysis focuses on key economic
indicators such as GDP contribution, employment generation, foreign exchange earnings, and regional
development, alongside a review of relevant policies and regulatory frameworks.

VI. Types of Tourism in India

1. Cultural Tourism: India is a renowned destination for cultural tourism due to its ancient landmarks
such as the Taj Mahal and colorful festivals. Visitors are drawn to India's distinctive arts, music, and
dance, which generate income for local people.

2. Adventure Tourism: The Himalayas, deserts, and rivers provide a variety of adventure sports.
States such as Uttarakhand and Rajasthan draw thrill seekers interested in hiking, river rafting, and
desert safaris, which boosts local economy.

3. Medical Tourism: International patients seek India's high-quality and economical healthcare
treatments. Medical tourism generates significant money for India since treatments are frequently 50-
70percent less expensive than in Western nations.

4. Ecotourism: The Western Ghats and Sundarbans encourage conservation and community
engagement. Ecotourism contributes to environmental protection while providing livelihood
opportunities in rural areas.

V. The Economic Importance of Tourism in India
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Now let’s talk about the real impact of tourism on the Indian economy, the kind that you, as a tourism business
owner, are part of every single day.

Strong Contribution to GDP: Tourism pumps lakhs of crores into India’s GDP each year. And here’s the
exciting part! This isn’t just big hotel chains or airlines. It’s also you. Every tour package, every homestay,
every handicraft you sell adds to India’s economic story.

Huge Job Creator: Tourism is one of the biggest employment generators in India. Think about it. Every time
a tourist visits, they create work for drivers, guides, cooks, cleaners, artisans, and more. It’s one of the few
industries where both skilled and unskilled workers get opportunities.

Growth of Small Towns and Rural Areas: Tourists don’t just visit metros. They travel to Ladakh, Khajuraho,
Coorg, and Meghalaya. This brings money into small towns and villages, encouraging regional development
and creating jobs in places where industries are limited.

Boost to Foreign Exchange Earnings: International visitors bring in foreign currency, strengthening India’s
reserves. But here’s the beauty! That money often goes directly to local businesses [the taxi driver, the café
owner, the souvenir shop] before it ever reaches big corporations.

Push for Better Infrastructure: Tourism creates demand for better roads, airports, digital connectivity, and
public facilities. These improvements don’t just help tourists. They make life easier for locals and open doors
for new business opportunities in tourism and hospitality.

Benefits of Tourism for Indian Economic Development

Tourism has become an engine of economic growth and socio-economic development. Here are five big ways
tourism strengthens India’s economy...

Generating Employment Opportunities: From tour guides, hotel staff, and drivers to artisans, restaurateurs,
and digital marketers... Tourism creates jobs for millions. It provides both direct employment in hospitality
and travel, as well as indirect jobs in food supply, handicrafts, and transportation.

Boosting Small Business Growth: Tourism directly fuels MSMEs and small businesses. Whether it’s
homestays in Himachal, street food vendors in Delhi, or craft sellers in Rajasthan, local entrepreneurs thrive
because of visitors. This ripple effect supports communities at the grassroots.

Driving Economic Growth Through Spending: Every rupee a tourist spends multiplies across the economy.
Hotels earn, local shops benefit, and transport providers see demand. The economic impact of tourism keeps
cash flowing in local economies, especially in the rural and semi-urban areas.

Encouraging Sustainable Development and Environmental Protection: When managed effectively,
tourism promotes sustainable practices [including eco-friendly resorts, wildlife conservation, and responsible
travel]. It creates awareness about protecting natural resources while generating income for communities.

Opening New Business Opportunities in Tourism and Hospitality: From adventure tours to medical
tourism, wellness retreats to heritage walks, India’s diverse offerings create endless business opportunities in
the tourism industry.

VI. Reforms and Regulatory Measures in India’s Tourism Sector
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India is undertaking a series of regulatory and institutional reforms to unlock the full potential of its tourism
sector, enhance global competitiveness, and ensure sustainable and inclusive growth.

Visa Reforms: In the Union Budget 2025-26, the government proposed a streamlined e-Visa regime along
with visa-fee waivers for select categories of foreign tourists to strengthen India’s attractiveness as a global
destination. These reforms aim to simplify procedures, reduce documentation requirements, and ensure faster
visa processing. By lowering entry barriers particularly for leisure, medical, and cultural tourism the initiative
seeks to improve ease of travel to India. This liberalisation is significant, as complex procedures and high costs
have historically deterred international tourists despite India’s strong cultural and natural appeal.

Homestay and MSME Support: To promote inclusive and grassroots tourism development, financial
assistance through mechanisms such as MUDRA loans is being extended to homestay operators and small
tourism enterprises. This reform enhances formalisation, improves access to institutional credit, and
strengthens the business sustainability of MSMEs, which form the backbone of India’s tourism ecosystem. By
enabling participation from local entrepreneurs, women-led enterprises, and rural households, the initiative
ensures more equitable distribution of tourism income while preserving local culture and traditions. Increased
formalisation also contributes to better compliance with safety, quality, and service standards.

Travel for Life and Sustainable Certification: Under the Travel for Life (Lifestyle for Environment)
initiative, the government is regulating the environmental footprint of tourism by introducing Green Rankings
and sustainability certifications for hospitality units. Hotels and resorts are being incentivised to adopt eco-
friendly practices such as zero-waste management, rainwater harvesting, and the use of renewable energy. This
regulatory shift aligns India’s tourism sector with global climate commitments and addresses the growing
international demand for responsible and sustainable travel.

Tourist Safety and Security Measures: To strengthen tourist safety, the Ministry of Tourism, in collaboration
with State Governments, is deploying specialised Tourist Police units at major destinations. This initiative is
supported by a 24/7 multilingual toll-free helpline available in 12 languages, including 10 international
languages. These measures aim to standardize safety protocols across states and create a secure travel
environment, which is particularly important for attracting solo and female international travelers.

Swadesh Darshan 2.0 and Theme-Based Circuits: The government has restructured its flagship Swadesh
Darshan scheme into Swadesh Darshan 2.0, shifting from fragmented infrastructure projects to a destination-
centric development model covering 50 identified sites. The reform focuses on developing integrated thematic
circuits such as spiritual, domestic, and eco-tourism ensuring that entire regions, rather than isolated
monuments, are equipped with world-class infrastructure. A data-driven selection process emphasises
sustainability and active community participation to ensure long-term viability of tourism destinations.

VII. Major Constraints Affecting the Growth of India’s Tourism Sector

Despite its vast potential, India’s tourism sector continues to face several structural, regulatory, and
infrastructural challenges that constrain growth, investment, and employment generation.

Fragmented and Overlapping Regulatory Framework: Tourism enterprises are regulated by a complex web
of central, state, and local laws covering land use, environmental protection, fire safety, labour regulations,
liquor licensing, food safety, and municipal permissions. A single hotel or restaurant often requires 15-20
separate licenses, many of which overlap in scope, significantly raising compliance costs and discouraging
formalisation. For instance, under the Coastal Regulation Zone (CRZ) Notification, 2019, even eco-friendly
tourism resorts are subjected to regulatory requirements similar to those applied to ports and heavy
infrastructure projects.
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Delays in Project Approvals and Clearances: Tourism infrastructure projects frequently encounter prolonged
approval timelines, particularly for environmental, coastal, and heritage-related clearances. Tourism ventures
are often subjected to Environment Impact Assessment (EIA) procedures designed for large industrial projects,
meaning that even medium-sized hotels, resorts, and tourism facilities may require extensive screening, public
hearings, and multiple approvals, thereby increasing project costs and uncertainty.

Weak Ease of Doing Business for Small Operators: Small hotels, homestays, and tour operators face
disproportionate compliance burdens related to inspections, renewals, and licensing, pushing many into
informality. Restrictive homestay norms such as low room caps and mandatory owner residence limit
scalability and income potential. Since compliance costs are largely fixed regardless of enterprise size, small
units often become economically unviable. For example, a 5-10 room guesthouse must still obtain multiple
clearances, including FSSAI registration, fire safety NOC, and municipal trade licenses.

Rapid and Unregulated Tourism Growth: Unregulated expansion of tourism in ecologically sensitive
regions, including the Himalayan belt and coastal areas, has led to environmental degradation and resource
depletion. The absence of systematic carrying-capacity assessments results in over-tourism, placing severe
stress on local water resources, waste management systems, and fragile ecosystems. For instance, during 2024—
25, several hill stations in Himachal Pradesh and Uttarakhand experienced acute water shortages, while over-
tourism in wildlife reserves such as Ranthambore has increased incidents of human wildlife conflict.

Last-Mile Connectivity and Infrastructure Gaps: Although major tourism hubs promoted under the
“Incredible India” campaign are relatively well connected, many high-potential spiritual, rural, and eco-tourism
destinations remain poorly accessible due to inadequate roads and lack of reliable last-mile transport.
Fragmented infrastructure such as insufficient sanitation facilities and intermittent electricity supply in remote
circuits diminishes the overall visitor experience, particularly for international tourists. Ministry of Tourism
estimates indicate that as of 2023, fewer than 30percent of domestic tourist circuits possess integrated road
connectivity and world-class sanitation facilities.

Centre—State—Local Coordination Gaps: While tourism is a state subject, it depends heavily on approvals
and regulations from central ministries such as the Ministry of Environment, Forest and Climate Change,
Ministry of Culture, and Ministry of Civil Aviation, as well as urban local bodies. This multi-layered
governance structure often results in coordination failures, overlapping authority, and delayed implementation.
A notable example is a fire incident at a cliff-top resort in Varkala, Kerala, where unclear division of
responsibility among municipal authorities, environmental regulators, and emergency services significantly
hampered the response. States actively promote tourism but lack control over critical approvals, leading to
persistent delays.

Underutilisation of Tourism’s Employment Potential: Despite being a labour-intensive sector, tourism has
not fully realised its job-creation potential due to regulatory bottlenecks and investment uncertainty. Rigid
regulatory frameworks limit tourism’s capacity to act as a mass employment generator, particularly in rural
and ecologically sensitive regions. A World Travel and Tourism Council (WTTC) report warns that India could
face a shortfall of nearly 11 million tourism-sector workers by 2035.

Global Competitiveness Deficit: India’s premium tourism offerings especially in heritage and beach
destinations are increasingly less competitive compared to Southeast Asian countries that provide higher-
quality experiences at lower costs. High domestic aviation fuel taxes and elevated GST rates on hotels (up to
18%) make destinations such as Goa or Rajasthan more expensive than all-inclusive international packages to
countries like Thailand or Vietnam. Consequently, despite its scale and diversity, India accounts for only about
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1.5percent of global international tourist arrivals. In contrast, Thailand offers visa-free access to over 90
countries, whereas India maintains limited visa-free reciprocity.

VIII. Measures Needed to Strengthen India’s Tourism Sector

Rationalising and Harmonising the Regulatory Framework: India’s tourism sector requires a streamlined
and predictable regulatory environment. A unified single-window digital clearance system should be
established to integrate approvals related to land use, environmental clearances, fire safety, labour laws, food
safety, excise, and municipal permissions. Overlapping licences must be consolidated through deemed
approvals and mutual recognition, particularly where compliance requirements overlap.

Regulation should be sector-specific and risk-based. Low-impact tourism activities such as eco-resorts,
homestays, and small hotels should not be regulated on par with ports or heavy infrastructure projects.
Rationalisation of Coastal Regulation Zone (CRZ) norms for low-footprint tourism projects would
significantly reduce compliance burdens, lower costs, and incentivise formalisation.

Fast-Tracking Project Approvals and Clearances: Tourism infrastructure should be placed under a lighter,
risk-based clearance regime, distinct from heavy industrial projects. The Environmental Impact Assessment
(ETA) framework needs reform through standard operating procedures, fixed timelines, and size-based
exemptions for small and medium tourism projects.

Public hearings and detailed assessments should be limited to projects with clear ecological impact, while
green-certified or low-impact projects should receive automatic or fast-track approvals. Greater digitisation,
concurrent clearances, and online tracking systems can reduce delays, uncertainty, and investor risk.

Improving Ease of Doing Business for Small Operators: A differentiated compliance framework based on
scale and risk should be adopted for small hotels, homestays, and tour operators. Low-capacity units should be
governed through self-certification and periodic random audits, replacing frequent inspections.

Homestay regulations require liberalisation by relaxing room caps, removing mandatory owner-residence
conditions, and standardising guidelines across states. Compliance costs must be proportional to operational
scale to ensure economic viability and encourage small operators to remain within the formal system.

Strengthening Centre—State—Local Coordination: An institutional coordination mechanism should be
established through an Inter-Ministerial Tourism Facilitation Council, involving key ministries such as
Tourism, Environment, Culture, Civil Aviation, and Urban Development.

States should be granted greater operational control or binding consultation powers over tourism-related
clearances within their jurisdictions. Clear accountability structures, shared digital dashboards, and time-bound
approvals can reduce duplication and improve coordination across all levels of government.

Unlocking Tourism’s Employment Potential: Regulatory simplification and policy certainty can attract
sustained private investment, particularly in rural, heritage, and eco-tourism clusters, where employment
multipliers are high. Labour regulations in hospitality should be made more flexible to accommodate seasonal
and gig-based employment.

Skill development programmes must be aligned with local tourism requirements, while community-based
tourism initiatives should be encouraged through easier registration processes and improved access to credit.
This approach can transform tourism into a major employment generator without compromising sustainability.

Enhancing Global Competitiveness: India should benchmark its tourism regulatory framework against
globally competitive destinations and adopt best practices in approval timelines, cost efficiency, and investor
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facilitation. Establishing dedicated tourism investment cells, ensuring time-bound clearances, and granting
infrastructure status to hotels can significantly improve investor confidence.

Improved regulatory efficiency is essential to complement India’s strengths in cultural and natural resources
and to translate these assets into higher tourist inflows, longer stays, and increased spending.

Scientific, Carrying-Capacity-Based Visitor Management: Tourism growth in ecologically sensitive

regions must be guided by scientific carrying-capacity assessments that evaluate environmental,
infrastructural, and social limits. Based on these assessments, permit systems, daily visitor quotas, and timed-
entry mechanisms should be introduced to prevent overcrowding during peak periods.

These limits should be dynamically enforced using digital tools such as real-time visitor tracking, GIS
mapping, online permits, and destination dashboards. Such a technology-enabled approach successfully
implemented in destinations like Machu Picchu and national parks worldwide can ensure sustainable tourism
growth while safeguarding fragile ecosystems and local livelihoods.

IX. Government Initiatives to Boost Tourism

e The Ministry of Tourism has implemented a Destination-Based Skill Development Programme
across the country to train local communities residing near major tourist sites. Under this initiative,
approximately 12,187 candidates have been trained at 145 destinations, enhancing employability and
local participation in tourism activities.

e To promote pilgrimage and heritage tourism, the Ministry has approved 46 projects under the
PRASHAD (Pilgrimage Rejuvenation and Spiritual Heritage Augmentation Drive) Scheme, including
three projects in Andhra Pradesh. In addition, 29 sites have been identified for development under the
scheme, with two located in Andhra Pradesh.

e Recognising India’s vast tourism potential, the Government of India has launched several initiatives
to position the country as a global tourism hub. A key programme in this regard is the Swadesh Darshan
Scheme, aimed at developing theme-based tourist circuits. Under the scheme, 76 projects have been
sanctioned. The initiative has been upgraded to Swadesh Darshan 2.0 (SD 2.0), which focuses on
sustainable and responsible tourism, with 57 destinations selected for development and States/UTs
preparing detailed destination plans.

e Further strengthening tourism infrastructure, the Hon’ble Prime Minister Shri Narendra Modi
inaugurated and laid the foundation stone for 52 tourism projects worth over 21,400 crore (US$ 168.5
million) under the Swadesh Darshan and PRASHAD schemes.

e To promote safe and sustainable hospitality practices, the Ministry introduced the SAATHI (System
for Assessment, Awareness and Training for Hospitality Industry) framework. Hotels and tourism units
can self-certify their compliance with applicable standards and participate in interactive webinars for
guidance. Units may also opt for voluntary site assessments conducted by QCl-accredited agencies,
which provide assessment reports highlighting areas for improvement.

e In addition, the Government supports skill development through collateral-free Skill Development
Loans. Member banks of the Indian Banks’ Association (IBA) provide loan guarantees of up to 1.5
lakh (USS$ 1,801) to eligible borrowers, facilitating access to training without the need for third-party
guarantees.

X. Conclusion
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Tourism is a strategic pillar of India’s economic growth, serving as a major driver of GDP, employment, foreign
exchange earnings, and regional development. The sector’s diverse offerings spanning cultural, adventure,
medical, and eco-tourism present immense opportunities for inclusive and sustainable growth, particularly in
rural, coastal, and heritage-rich regions. While government initiatives such as Swadesh Darshan 2.0,
PRASHAD, visa liberalisation, homestay support, and skill development programmes have strengthened the
tourism ecosystem, persistent challenges including fragmented regulations, infrastructural gaps, environmental
pressures, and coordination inefficiencies continue to constrain growth.

To unlock the sector’s full potential, India must pursue regulatory rationalisation, faster clearances, risk- and
scale-based compliance for small operators, scientific carrying-capacity-based visitor management, and
improved Centre—State—local coordination. By combining policy reforms with sustainable development and
global competitiveness strategies, tourism can be transformed into a resilient engine of economic growth,
employment generation, and socio-economic transformation, contributing significantly to India’s long-term
vision of inclusive and sustainable development.
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