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L1 Introduction

Foreign fourist larrivals are influenced by a lvariety of factors,
particularly social and economic conditions. Key economic
indicators that impact tourism include the Balance of Payments
(BoP), current account balance (CAB), interest rates, inflation rates,
Gross Domestic Product (GDP), unemployment levels, government
ates, productivity growth, and industrial

production, These elements collectively shape the economic
environment, thereby affecting the flow of international tourists.

epresenting & nation's frade with the rest of the

significantly impacts

affordable travel destination. At the same time,
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rates may lead to a weaker currency, making travel to India more
affordable for foreigners and potentially increasing tourist arrivals.
Interest rates are a key determinant of a country's overall economic
environment. They affect borrowing and lending behaviour,
influence consumer spending and business investment, and can
impact currency exchange rates—all of which have direct and
indirect implications for sectors such as tourism. They influence
borrowing costs, consumer spending, business investments, and
currency values—all of which can directly or indirectly affect
sectors like tourism. When interest rates are high, the cost of
financing rises, which can slow down investment in new tourism
infrastructure and services. Similarly, inflation affects the tourism
sector by reducing the purchasing power of travellers. High inflation
makes goods and services more expensive, making travel less
affordable and less appealing to foreign tourists. If central banks
raise interest rates to control inflation, it can further discourage travel
by increasing borrowing costs and reducing consumers' disposable
income, thereby making international travel less affordable. This

»O study examines the impact of such economic factors on foreign

tourist arrivals in India.

1.2  Significance of the Study

The study of the impact of CAB, interest rate, and inflation on
foreign tourist arrivals in India is a valuable area of research with
several important implications. Tourism is a vital pillar of India's
economy, contributing significantly to employment generation,
foreign exchange earnings, and the growth of allied sectors like
hospitality, transportation, and retail. It also plays a crucial role in

promoting regional development and fostering inclusive economic
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Interest Rate on Foreign Tourist Arrival.”

The research had the following objectives when it was designed.
1. The influence of Current Account Balance on Foreign
2. The influence of Inflation on Foreign Tourist Arrival.
3. The influence of Interest Rate on Foreign Tourist Arrival.

The present study assesses
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2.1 Introduction

"Tourism is a highly complex phenomenon and can be fully

understood only by adopting a multidisciplinary approach” (Candela

impacting the life of people, and many are associated with the

industry directly or indirectly" (Guerra et al., 2015). Concordantly,

. "Tourism as a social force and institution is

"Tourism has significantly increased its scope and opportunity in
India. Having been criticised by the then social scientists as being
elitist tags, the growth of international tourism receipts in India was
confined to less than 0.05 per cent for a long time, which was even
less than Sri Lanka. India's third largest export industry is tourism
after readymade garments and gem & jewellery. The foreign
exchange earnings from tourism in 2000 was Rs.14238 crore. The
rate of growth in foreign exchange earnings from tourism is
exceptionally high (+ 24%) and is expected to become even higher

2.2 Tourism

“travel”

people who enter a country for leisure, to work, reside, study or who
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Indian economy. The role of the industry has improved and
contributed to generating the needed foreign reserves. Hence,
studying the growth rate of tourist arrivals in India is vital. The
seasonal analysis may help propose an appropriate policy
framework, which may further enhance the scope of tourism in India.
The objectives of the study were to assess the rate of growth of
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tourist arrival in India, and measure the seasonal variation in the
tourist arrivals in India and also assess the change in foreign
exchange earnings driven by the burgeoning tourism industry”
(Suresh Kumar et al., 2018).

2.3 Impact of FTA on Exchange Rate

“Jena and Dassh (2015) examined the degree and structure of the
impact of exchange rate change and volatility on tourist arrival in
India by using Quantiles Regression Analysis (QRA) from January
1990 to March 2015. The study made the use of inbound tourist
arrival as the dependent variable and world GDP per capita, nominal
Indian Rupee/US Dollar exchange rate and exchange rate volatility
as the independent variable. The impact of the exchange rate change
1s that the results are in contrast with both measures of tourist arrival"
(Jena & Dash, 2020).

“Le Thanh Tung examined the impact of the exchange rate policy on
the number of foreign tourist arrivals in Vietnam. His regression
results show that the exchange rate maintained a positive impact on
the demand for foreign tourists and indicate that domestic currency
devaluation also had a positive effect on the number of foreign
tourists to Vietnam. The number of foreign tourist arrivals in the
early periods had a positive impact on itself in the current period"
(Tung, 2019). He used the Granger causality test.

"S. Nistharl & AAM Nufile prominently aimed to find the
relationship between tourist arrivals and the exchange rates in the Sri
Lankan context using the quantitative approach method. The time
series data from 1950 to 2014 were collected from the annual report
of the Central Bank of Sri Lanka. The tourist arrival was the
dependent variable. The Exchange rate of French Franc, Exchange
rate of Indian Rupee, Exchange rate of Japanese Yen, Exchange rate
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of Pound Sterling, Exchange rate of US dollar, and Dummy (D) were
the independent variables in this study. All the variables used in this
study were stationary at their first difference" (Nisthar & Nufile,
2019).

2.4 Impact of FTA on BoP

“Sajad Ahmad Mir says that Indian tourism has an enormous
potential for generating employment and foreign exchange earnings.
Since it is a multi-dimensional and service-oriented industry, all
divisions of the central and state governments, private sector, and
charitable organisations have become vigorous partners in attaining

sustainable growth in the country's tourism. The country's total

1] number of foreign tourist arrivals has increased” (Mir, 2017).

“Pallabi Bharali analysed the growth of the tourism sector as well as
its percentage share as Foreign Exchange Receipts to the Balance of
Payments (BoP) of the country India” (Bharali, 2020)

“Sri Sulasmiyati says that inflation has a significantly negative effect
on the number of foreign tourists visiting Indonesia. It was also
found that economic growth is not affected by inflation”
(Sulasmiyati, 2019). He used OLS Regression for his analysis.

2.5 Impact of FTA on GDP

“Qin Chen has examined the role of economic and environmental
factors and tourism policy related to tourist arrival on the
sustainability of tourism growth in China. The current study also
examines the unit root using Augmented Dickey-Fuller (ADF) and
Phillips-Perron (PP) tests. The results revealed that GDP, national
income, tourism policy related to tourist arrival, and FDI have a
positive linkage with the sustainability of tourism growth. The
results also exposed that environmental factors such as CO2, GHG,
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and nitrous oxide emissions have a negative linkage with the
sustainability of tourism growth. This study provides the guidelines
to the relevant authorities and regulators in developing and
implementing the sustainability of tourism growth regulations by
promoting economic and environmental conditions and effective
tourism policies in the country" (Chen, 2023). He used non-linear
autoregressive distributed lagged (NARDL) to check the linkage
among variables.

"Hubert G. Scarlett examined the economic impact of tourism on
economic growth and other macroeconomic variables in a panel of
46 countries. It was found that tourism has a statistically significant
positive effect on economic growth. In the linear model, the positive
effect on growth is 50 per cent higher if tourism receipts relative to
GDP are used as the tourism measure instead of tourist arrivals per
capita. When the non-linear specification is considered, it is found
that tourism specialisation at higher levels dampens the positive
effect on growth. However, increased tourist receipts positively
affect growth at all levels. Regardless of the measure of tourism, an
increase in tourism augurs well for the services and agriculture
value-added shares of GDP as well as the labour prospect in the
service and industry sectors and among the vulnerable employed”
(Scarlett, 2021).

2.6 Impact of FTA on Quality of Life

Matatolu (2019) "aims at increasing awareness and understanding of
extant knowledge relating to empirical research undertaken on how
tourism activities impact residents' quality of life (QOL). He
concludes that tourism and resident QOL show that once a
community becomes a tourist place or destination, the lives of the
residents or "hosts" are affected at various levels, so the support of
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the hosts is critical for the sustainability of the tourism development”
(Matatolu, 2019).

“Sarpong, Steve Yaw Bein, Murad A.Gyamfi, Bright Akwasi
Sarkodie, Samuel Asumadu study contributes to the debate and
examines the influence of international tourism arrival (TA), real
international tourism receipts (TR), and renewable energy
consumption (REC) on quality of life (QoL) by using a panel of eight
Southern African countries spanning 1995-2017. The results found
a significant positive and long-run relationship between TA, TR, and
QoL. A significant negative effect was found between REC, trade
openness (TO), and QoL, while urbanisation (Urb) had an
insignificant negative impact on QoL. The results imply that tourism

1s an effective economic tool for improving human development in

®»O Southern Africa” (Sarpong et al., 2020).

Mishra (2018) examined "that the tourism industry plays a crucial
role in India's economic development. It contributes a larger share in
employment generation. Tourism augments the country's foreign
exchange reserve. It plays a sustainable role in a country's economic
growth. The tourism industry plays a crucial role in India's economic
development. Rich cultural and natural heritage and historical and
religious places attract international tourist arrivals (ITAs) towards
India. This paper will analyse the trends of tourism in India. It would
study the impact of GDP on tourism. We would also study the
relationship between foreign tourist arrival (FTA) and foreign
exchange earnings (FEE)" (Mishra, 2018).

2.7 Time Series Models on FTA

Atmanegara et al. (2019) aim to forecast the number of foreign
tourists visiting Indonesia by nationality in 2019. "The number of
tourist arrivals from Bahrain and Singapore represents low-count
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data and high-count data, respectively. This work employs
intervention analysis on the count time series model and intervention
analysis on ARIMA. Based on RMSE, MAD, and MAPE on out-of-
sample data, it was concluded that intervention on Poisson AR is the
best model to forecast international visitors from Bahrain and
Singapore"(Eviyana Atmanegara, Suhartono, 2019).

“Shalini Chandra and Kriti Kumari's studies aim to compare various
time series models to forecast monthly foreign tourist arrivals to
India. The models considered here include Naive I & Naive II,
seasonal autoregressive integrated moving average (SARIMA) and
grey models. Empirical findings show that Naive I better forecasts
foreign tourist arrivals to India relative to other time series models
under MAPE and U-statistic criteria" (Chandra & Kumari, 2018).

“Navoneel Chakrabarty has found that the Distribution and Trend
Analysis have been almost similar to the Original Distribution and
Trends of Foreign Tourists in the four quarters of 2012. This
similarity in Distribution Analysis has been shown using
visualisations like Pie Charts and that in Trend Analysis has been
shown using Line Plots" (Chakrabarty, 2020).

“Alexander Culiuc estimates the impact of macroeconomic supply-
and demand-side determinants of tourism, one of the largest
components of services exports globally, and the backbone of many
smaller economies. The results show that the gravity model explains
tourism flows better than goods trade for equivalent specifications”
(Culiuc, 2014).

2.8 Conclusion
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Foreign tourist arrivals have a multifaceted impact on economies,
influencing exchange rates, the balance of payments, economic
growth, and quality of life, They also require sophisticated
modelling and analysis techniques for forecasting and understanding
trends. Sustainable tourism development, economic stability, and
community engagement emerge as crucial factors in harnessing the

benefits of the FTA while mitigating potential challenges.

REFERENCES

Batabyal, D., & Ghosh, B. K. (2012). A Study of Foreign Tourist
Arrivals to India: A Descriptive Study through Empirical
Evidence. South Asian Journal of Tourism and Heritage, 5(1),
91-102.

Bharali, P. (2020). An Analysis of Percentage Share of Foreign
Exchange Earnings from Tourism in Balance of Payments of
India. [International Journal of Recent Technology and
Engineering (IJRTE), 8(6), 3537-3542.
https://doi.org/10.35940/ijrte.f8803.038620

Chakrabarty, N. (2020). A Regression Approach to Distribution and
Trend Analysis of Quarterly Foreign Tourist Arrivals in India.
Journal of Soft Computing Paradigm, 2(1), 57-82.
https://doi.org/10.36548/jscp.2020.1.006

Chandra, S., & Kumari, K. (2018). Forecasting Foreign Tourist
Arrivals to India Using Time Series Models. Journal of
Statistics and Applied Mathematics, 16(4), 702-722.
https://doi.org/10.6339/jds.201810 16(4).00003

Chen, Q. (2023). The impact of economic and environmental factors

and tourism policies on the sustainability of tourism growth in

z'l_.l turnitinﬁ Page 20 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942



Z'l_.l turnitinw Page 21 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942

18

China: evidence using novel NARDL model. Environmental
Science and Pollution Research, 30(7), 19326—19341.
https://doi.org/10.1007/s11356-022-22925-w

Culiuc, A. (2014). Determinants of International Tourism. IMF
Working Paper.
https://www.imf.org/external/pubs/ft/wp/2014/wp1482.pdf

Eviyana Atmanegara, Suhartono, R. A. (2019). Forecasting Foreign
Tourist Using Intervention Analysis on Count Time Series. /OP
Conference Series: Materials Science and Engineering, 546(5).
https://doi.org/10.1088/1757-899X/546/5/052014

JENA, S. K., & DASH, A. K. (2020). Does exchange rate volatility
affect tourist arrival in India: a quantile regression approach.
Regional and Sectoral Economic Studies, 20(2), 65-84.
https://www.usc.gal/economet/reviews/eers2025.pdf

Matatolu, 1. (2019). Tourism and Residents’ Quality of Life: A
Critical Examination. The Journal of Pacific Studies, 39(1).
https://doi.org/10.33318/jpacs.2019.39(1)-06

Mir, S. A. (2017). The Impact of Tourism Industry on Gross
Domestic Product and Balance of Payments in India.

International Journal of Economics & Management Sciences,
07(01), 1-2. https://doi.org/10.4172/2162-6359.1000498

Mishra, A. (2018). Growth of Tourism and Its Impact on GDP and
Foreign Exchange Earnings. Jurnal Jetir, 5(3), 2014-2018.

Nisthar, S., & Nufile, A. A. M. (2019). An Analysis of the
Relationship between Tourist Arrivals and Exchange Rates : An
Empirical Study in the Context of Sri Lanka. Kalam -
International Research Journal, 12(2), 81-90.
http://ir.lib.seu.ac.lk/bitstream/123456789/5058/1/8-KIRJ%2C

Z'l_.l turnitinw Page 21 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942



Z'l_.l turnitinw Page 22 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942

19

12%282%29%2C 81-90.pdf

Sarpong, S. Y., Bein, M. A., Gyamfi, B. A., & Sarkodie, S. A.
(2020). The impact of tourism arrivals, tourism receipts and
renewable energy consumption on quality of life: A panel study
of  Southern African region. Heliyon, 6(11).
https://doi.org/10.1016/j.heliyon.2020.e05351

Scarlett, H. G. (2021). Tourism recovery and the economic impact:

A panel assessment. Research in Globalization, 3(April),
100044. https://doi.org/10.1016/j.resglo.2021.100044

Sulasmiyati, S. (2019). Analysing Inflation Influence Toward the
Number of Foreign Tourists Visiting Indonesia and Their
Impact on Indonesia's Economic Growth. Media Bina Ilmiah,
14(3), 2181. https://doi.org/10.33758/mbi.v1413.321

Suresh Kumar, D., Sharma, R., & Kautish, P. (2018). Foreign
tourists arrival in India: An analytical study on seasonal
variations of tourist arrival and its impact on the growth of
foreign exchange earnings. African Journal of Hospitality,
Tourism and Leisure, 7(2), 1-10.

Tung, L. T. (2019). Does the exchange rate affect foreign tourist
arrivals? Evidence in an emerging tourist market. Management
Science Letters, 9(8), 1141-1152.
https://doi.org/10.5267/;.msl.2019.5.001

Candela, G., & Figini, P. (2012). The economics of tourism
destinations. In Candela, G & Figini, P. (Eds.), The Economics
of Tourism Destinations (pp. 73—130). Berlin Heidelberg,
Springer.

Z'l_.l turnitinw Page 22 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942



z'l_.l ‘turni'l:il'l‘~ Page 23 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942

20
Guerra, J. P., Pinto, M. M., & Beato, C. (2015). Virtual reality shows

a new vision for tourism and heritage. European Scientific
Journal, ESJ, 11(9), 49-54.

z'l_.l ‘turni'l:il'l‘~ Page 23 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942



zl'-.l ‘turnitin_ Page 24 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942

21

zl'-.l ‘turnitin_ Page 24 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942



zl'-.l turnitin_ Page 25 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942

22

[98]
ja—y

=
=
=+
&
e
3
a
=
<
5
=
=R

arrivals Encompasses al

"J-curve hypothesis"

ol
a
wnn
o
p—§
=
o
a
72}

which it
"if the initial balance of trade is Zero, and if the

supply elasticities are infinite, then the absolute values of exports

established at looking at the changes in elasticity overtime (Akonji,
2013).
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The number of foreign tourists appears to have gradually increased
from 1995 to 2000, with moderate growth each year. From 2001 to
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trend in foreign tourist arrivals during the 2010 to 2019 period, with

there was

but|they generally stayed

8,

geopolitical events. From 2004 to 2008, inflation rates remained
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and exogeneity are the assumptions of OLS

regression analysis

The following null'hypotheses are formed:
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Significance

=0.45007 0.33888
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Table 4.4

Influence of Interest rate on FTA
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is concluded that interest rate has a significant impact on FTA. These

results reject the findings of "Le Thanh Tung, who examined the

impact of the exchange rate policy on the number of foreign tourist
arrivals in Vietnam. His regression results show that the exchange
rate maintained a positive impact on the demand for foreign tourists
and indicate that domestic currency devaluation also had a positive
effect on the number of foreign tourists to Vietnam. The number of
foreign tourist arrivals in the early periods had a positive impact on

itself in the current period." (Tung, 2019).

zl'-.l turnitin_ Page 40 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942



zl'-.l turnitin_ Page 41 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942

38

Number of observations 1995-2022 (T = 28)

Significance

(¢}

"Sri Sulasmiyati
says that inflation has a significantly negative effect on the number
of foreign tourists visiting Indonesia. It was also found that

economic growth is not affected by inflation” (Sulasmiyati, 2019).
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indicators examined, only interest rates significantly influence
foreign tourist arrivals (FTA), with a negative relationship
suggesting that higher rates may deter tourism, possibly due to
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reduced investment in infrastructure and economic activity. Current
Account Balance (CAB) and inflation, despite theoretical
expectations, do not show significant effects on FTA, indicating that
tourism is relatively unaffected by CAB fluctuations and resilient to
moderate inflationary changes, with external factors likely playing a

more dominant role in shaping tourism trends.
4.3.4 Conclusion

The analysis reveals mixed findings on the influence of economic
indicators on foreign tourist arrivals (FTA). While a significant
negative correlation exists between FTA and both Current Account
Balance (CAB) and interest rates, regression analysis shows that
only interest rates have a significant negative influence on FTA,
indicating that higher rates may deter tourism indirectly by
impacting economic activity and infrastructure investment. CAB and
inflation, despite theoretical implications, do not show significant
direct effects on FTA, highlighting the resilience of tourism to these
variables and the likely dominance of external factors in shaping

tourism trends.
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5.1 Introduction

dynamics is essential for policymakers and businesses to make
informed " decisions, allowing them to effectively manage " the
economic impacts of tourism! By analysing factors like tourism

trends, economic conditions, and market shifts, stakeholders can

develop strategies to maximise the benefits of tourism while

®0 mitigating potential challenges. Data from 1995 t0 2022 is available

here.
The following objectives were formulated for this purpose;

1. The influence of Current Account Balance on Foreign

Tourist Arrival.

2. The influence of Inflation on Foreign Tourist Arrival.

3. The influence of Interest Rate on Foreign Tourist Arrival.
52  Findings

A summary of the findings is given under four heads.

27-year period is approximately 64.68 lakh, indicating the
typical annual influx of international visitors to the country

during this time frame.

®0 2. The median value of foreign tourist arrival indicates that half of
the years had foreign tourist arrival numbers below 47.645 lakhs,
and the other half had numbers above this value.

zl'-.l turnitin_ Page 45 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942



zl'-.l turnitin_ Page 46 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942

43

3. The higher standard deviation of foreign tourist arrival indicates
a greater degree of variability in the annual foreign tourist arrival
numbers. C.V. of 0.795% indicates a moderate relative

5.2.2 Influence of CAB on Foreign Tourist Arrival

5. When the mean is higher than the median, it suggests that there
are some very high values pulling the mean upwards, creating a

longer right tail in the distribution.

®0 6. The CAB values have experienced considerable fluctuations
over the 27-year period.

7. EEEEEo 2005, EEN

12. The mean inflation rate over the 27 years is 6.641%.
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®0 13. The median inflation rate is approximately 6.085%.

14.

15.

o 2008,

02010, inflation rates increased notably during this

o 2017, inflation rates fluctuated., "but they

0 2022, inflation rates remained relatively stable,

20.

The mean interest rate over the 27 years is 11.237.

®0 21. The coefficient of variation (C.V.) is

dispersion that expresses the

of the mean. A C.V. of 0428 indicates

suggesting that the data points

show a balanced spread around the mean—neither too scattered

nor too concentrated.

®0 22. FTA and inflation are significantly correlated.
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23. Inflation has a negative coefficient, though it is

24. The

2,
=t
=3
)
c
0Q
=

25. The

N
a

w
[

—

where

Z"-'I turnitin_ Page 48 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942



zl'-.l turnitin_ Page 49 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942

4

=)}

stabilise

zl'-.l turnitin_ Page 49 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942



z'l_.l turnitinw Page 50 of 54 - Integrity Submission Submission ID trn:oid:::26696:99984942

47

not significantly correlated, interest rates can impact FTA. FTA
growth showed mixed patterns despite changes in interest rates.
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