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It creates employment opportunities for the local 

population. It is a major source of income and employment for 

individuals in many places deficient in natural resources which 

cannot readily contribute to the economic prosperity of the local 

people except through the medium of tourism. 

Balancing employment and income 

Tourism has be come a significant factor in redressing 

regional imbalances in employment and income. This aspect of 

provision of more employment becomes more important in a 

developing country where the level of unemployment and 

underemployment tends to behigh. 

Growth in other sectors 

Tourism is anoverture to growth in other sectors and the 

Govt. is the single largest beneficiary. It 1sal so a major source of 

foreign exchange earnings. It can help to correct adverse trade 

balance and regional imbalances. It has the advantage of being a 

painless mechanism for transfer of resources from the high 

income developed countries to the low-income developing 

countries. In economic terms, tourism is both a labour-intensive 

and capital-intensive industry. 

Potential for employment 

It has a vast potential for employment, direct and indirect. 

The employment generation by tourism development assumes 

special significance in the present conditions prevailing in India.  

Socio-economic development of various parts of thecountry. 

It can be an elective vehicle for promotion of growth and 

development of different regions. It gives a direct stimulus to 

socio-economic development of various parts of thecountry. 



Medium of cultural changes 

Tourism is not only an economic activity vital to national 

development, but also an important medium of cultural changes 

among nations of the world. It can play an important role as a means 

of social education and social mobilization in the country it self, as a 

compelling force for fostering better understanding among nations of 

the world, for developing closer cultural and business relations and 

asa significant factor contributing to worldpeace. 

Tourism, in fact, is an important human activity with great 

scope. The complex nature of tourism phenomenon implies that 

various academic disciplines are involved in its study. 

Economic importanceof tourism 

Economic Impact of tourism can be studied in relation to its 

contribution to increase in national income, foreign exchange 

earnings, employment, return on investment, conservation of 

resources, etc. 

Contribution to National Income 

Interest in tourism in various countries has been generated 

due to its potential to increase the income level of people. The 

foreign tourists spend a lot of money on their holiday trips which has 

a multiplier effect on the income of the local people. However, this 

multiplier effect is curved by the leakage in the economy particularly 

by the import content of this industry. It is generally observed that the 

multiplier effect of tourism both in respect of income and employment 

is very high. In recent years, there fore, the importance of tourism as 

a tool of economic development has beenappreciated. 

 



Contribution to Foreign Exchange Earnings 

An important problem in the developing countries is the acute 

shortage of foreign exchange. Since most of the foreign tourists 

come from the developed countries forming the hard currency area, 

efforts are to be made to attract more foreign tourists. Expenditure by 

foreign tourists in the tourist receiving countries forms a main source 

of foreign exchange tothem. 

 

Contribution to Employment Generation 

 
 The importance of tourism in the national economy can be 

judged with reference to the contribution to the generation of 

employment. This aspect of tourism is of immense importance for 

underdeveloped countries where there is a large-scale 

unemploymentand where employment opportunities grow at a 

very slow rate. It is observed that, Tourism, as an industry, enjoy 

sahighrankasagenerator of employment for an investment of a 

given amount, in comparison to other industries. 

This industry had generated direct employment to 5.5 million, 

indirect employment to 8 million by 90-91. A part from direct 

employment created by hotels, the tourist industry generates 

multiple effects by providing employment opportunities in 

ancillaryindustries. 

Effect onPrices 

Tourism industry has a great impact on the prices of various 

commodities available in the local market. Tourists compete with the 

local customers and are at times in a mood to pay slightly extra price. 

They specially compete in the field of accommodations. Apart from 
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