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Abstract 

 In the year 2016, Indian Government 

implemented demonetization by making Rs. 1,000 

and Rs.500 was no longer a legal tender in order to 

curb black money and during 2017 it also brought 

GST to reform the taxation system in India. These 

economic measures shacked the entire economy 

and tourism sector bagged up with a polarizing 

impact with it. This study undertakes the impact of 

demonetization and GST on the Indian tourism 

sector through the Foreign Tourist Arrivals (FTAs) 

pre and post implementation of these measures. 

While considering the demonetization, it has 

reduced the growth rate of FTAs in a declining 

manner as an immediate effect but, considering a 

year later it has been improved up to 14.4% in 

November 2017 as compared to that November 

2016. On the other hand, GST has improved the 

FTAs from July 2017 to December 2017 when 

compared to previous six months of 2017. 

Keywords: Goods and Service Tax, Foreign Tourist 

Arrivals, Demonetization, Indian Tourism 

I. INTRODUCTION 

 During the FY 2016-17 & FY 17-18, India 

has faced two of the biggest economic reformation 

ideas namely demonetisation and GST. 

Demonetisation activity is done on November 8, 

2016 as an economic reform to curb black money 

by making Rs. 500 and Rs. 1,000 as invalid. 

Similarly, the much awaited tax reform of GST has 

been implemented by the Indian Government on  

 

July 1, 2017.  Since, then Indian Tourism Industry 

has faced lots of positive as well as negative signs. 

Hence, this study deals about the effect of 

demonetization and GST on the Indian Tourism 

Industry. 

Review of Literature 

 Ashita Chadha & Ritu Sharma (2017) has 

said that there is a decline in Indian Tourism 

Industry due to demonetization. They also quoted 

that International tourism has fallen by 65%. Sunil 

T. & Smitha V. Shenoy (2017) suggested that 

usage of card payments would be very much 

helpful in maintaining the normal business on 

tourism Industry. Shekhar Upadhyay, Alka 

Awasthi & Priyanka Rawal (2017) has discovered 

that regardless of the demonetization in India, the 

arrival of foreign tourists to India has increased and 

as a result, they concluded that there is a low 

impact of demonetization on Indian Tourism 

Industry. Sonia & Sakshi Girdhar (2017) has 

discovered that there is a mixed impact on the 

tourism sector through demonetization. Sathish 

Anthony & Helic Mario Barretto (2017) has found 

out that all stakeholders depending upon Goa 

tourism for livelihood has faced a huge struggle 

because of the demonetization.  

K. Sailatha and Shruthi. R (2017) has 

identified that demonetization has negative impact 

on Indian Tourism sector. Rajeshwari M. Shettar 

(2017) reported that foreign tours of Indians and 
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Indian tours by foreigners both face a negative 

impact due to the demonetization. Shweta Singh & 

Raghav Bhardwaj (2017) has found out that 

demonetization has a dark effect on the Indian 

tourism sector. Girish Shanbhogue, A. Prashanth 

Kumar & Swathi Bhat et al. (2016) has also said 

that there is an unconstructive effect of 

demonetization and tourism industry.Vinaya 

Kumar K.S & Binoy T.A (2017) has found out that 

GST has a negative impact on the Indian Tourism 

Industry. Rahmath Nisha.K, Mohamed Jasim.K & 

Keethika.A (2017) has discovered that GST has a 

positive effect over the South Indian Hotels in 

Tamil Nadu.  

Research Gap 

 There are many studies conducted by 

various authors on impact of demonetization on 

Indian tourism industry namely those conducted by 

Ashita Chadha & Ritu Sharma (2017), Sunil T. & 

Smitha V. Shenoy (2017), Alka Awasthi & 

Priyanka Rawal (2017), Sonia & Sakshi Girdhar 

(2017), Sathish Anthony & Helic Mario Barretto 

(2017), K. Sailatha and Shruthi. R (2017), 

Rajeshwari M. Shettar (2017), Shweta Singh & 

Raghav Bhardwaj (2017) and Girish Shanbhogue, 

A. Prashanth Kumar & Swathi Bhat et al. (2016). 

On the other hand, effect of GST on Indian tourism 

sector has also been studied by several authors like 

Vinaya Kumar K.S & Binoy T.A (2017) & 

Rahmath Nisha.K and Mohamed Jasim.K & 

Keethika.A (2017). But there is no studies been 

conducted on the Consequences of both 

demonetization and GST on Indian Tourism 

Industry on a single study. Hence, this study has 

been undertaken in order to fulfil this research gap. 

Objectives of the Study 

 The main objective of this research study 

is to find out the economic scenario of the tourism 

sector in India after the demonetization and GST 

and to provide necessary suggestions and 

recommendations required. The number of FTAs 

during pre and post implementation of 

Demonetization and GST has been analyzed 

Research Methodology 

 This study is qualitative in nature. The 

Study used secondary data and they are collected 

from secondary sources such as journals and 

newspapers both online and offline. Since, the 

study is descriptive in nature there is no need for 

the statistical analysis. Foreign Tourists Arrivals 

has been collected from Ministry of Tourism, 

Government of India official website. The Study 

used the Market Research and Statistics of the 

Ministry of Tourism for Analysis. 

Limitations of the Study 

 As there is no empirical investigation, 

exact result of the study could not be identified 

easily. If the study is quantitative in nature, then 

there are chances of getting different results of the 

study. The Study undertaken only the FTAs, 

Earnings from FTAs and domestic tourists during 

the prior and after execution of demonetization and 

GST in India. Hence, if different aspects of tourism 

were included then there are various chances of 

obtaining different results. 

Indian Tourism 

 Tourism in India plays an important role 

in generating revenue to the Indian economy. As 

per the World Travel & Tourism Council Indian 

tourism contributed about 9.6% of India’s GDP, 

and created 40.343 millions of jobs. It is also 

expected that the Indian Tourism Industry would 

contribute to 10% of India’s GDP during the year 

2027 (Wikipedia, 2018). 

The Indian Tourism is headed by the 

Ministry of Indian Tourism. The Tourism Ministry 

is headed by the Union Minister. As the nodal 

agency for tourism activities of the country, this 

ministry plays the role of co-ordinator, catalyst, 

promoter and marketer of developing the tourism 
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activities in the country. The functions of this 

ministry includes planning, co-ordinating, 

developing, analysing, monitoring, evaluating, 

assisting and inspecting the Indian tourism sector 

as a whole (Ministry of Tourism, Government of 

India 2018). 

Some of the most famous tourist 

attractions of India were Taj Mahal, Qutub Minar, 

Red fort, Khardung La Pass, Cherrapunji, 

Haridwar, Rishikesh and many more. The 

devotional tourist spot includes Tirumala Tirupathi 

temple, Amristar Golden Temple, Varanasi, Shirdi 

and much more.  

According to the report of Travel and 

Tourism Competitiveness conducted in the year 

2017, India ranks 40
th

 place overall out of 136 

countries. India holds 10
th

 position in price 

competitiveness, 32
nd

 in Airways and 29
th

 rank in 

infrastructure. India is highly ranked in the natural 

and cultural resources at 9
th

 place. With regard to 

the report of World Tourism Organization, the 

revenue receipt of India was ranked 12
th

 position 

among the world and seventh in Asia Pacific 

countries for the year 2012 (Wikipedia, 2018).  

Demonetization in India 

 The act of making the money to lose its 

legal tender is known as Demonetization. In India, 

the Act of demonetization has been taken thrice 

viz-a-viz., 1946, 1978 & 2016. On 1946 to curb the 

denomination of Rs. 1,000 and Rs. 10, 000, at 1978 

to curb the Rs. 1,000, Rs. 5,000 and Rs. 10, 000 

and lastly in the year 2016, to curb the Rs.500 and 

Rs.1,000 notes. The present study focuses on the 

latest demonetization act done in the year 2016 and 

its effect on the Indian tourism industry.  The last 

Act of Demonetization was done on November 8, 

2016 by Present Honourable Indian Prime Minister 

Shri. Narendra Modi with the aim of removing the 

black money and also with the reduction in the cost 

of printing the currencies (Sankar.R, 2017). 

GST in India 

 In India the much awaited indirect tax 

reform i.e., GST regime came into force during the 

year July 1, 2017. GST is an abbreviation of Goods 

and Service Tax it is an indirect tax under which 

the various indirect taxes are curbed and brought 

under single uniform tax system all over the 

country. The main purpose of GST is to avoid tax 

evasion and to lower the tax burden of the 

taxpayers in India. GST could be of Central GST 

(CGST) and State GST (SGST). Similar to 

Demonetization move by the government, GST 

also has its impact on the Indian Tourism sector. 

Key Statistics about Indian Tourism from 2013 

– 2016& January – June 2017 

Table 1: Annual Growth rate of Indian Tourism for the years 

2013-2016 

Particulars 2013 2014 2015 2016 

Number of 

FTA (Foreign 

Tourist 

Arrivals) in 

India 

5.9% 10.2% 4.5% 9.7% 

Number of 

Indian Citizens 

leaving from 

India  

(as tourists) 

11.4% 10.3% 11.1% 7.3% 

Domestic 

Tourists in 

India to all 

states & U.T.s 

9.6% 12.9% 11.6% 12.7% 

Foreign 

Exchange 

Earnings via 

Tourism  

(In INR) 

14% 14.5% 9.6% 14% 

Foreign 

Exchange 

Earnings via 

Tourism  

(In USD) 

4% 9.7% 4.1% 8.8% 

Source: Indian Tourism Statistics at a Glance for the years 2013 

to 2016, Ministry of Tourism. 

 The above table presents the key statistics 

about the Indian Tourism for the years 2013, 2014, 

2015 & 2016. It clearly explains the Annual 

Growth rate (AGR) of tourism activities in India. 

As far as FTA in India is considered, among the 
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years 2013-2016, it is higher during the year 2014 

with 10.2% Annual growth rate. In contrast, the 

number of Indian citizens leaving to other countries 

as tourists is taken it is 11.4% (high AGR) during 

the year 2013. When the domestic tourists visiting 

within the country is concerned, it is higher on the 

year 2014 with 12.9%. Taking into account the 

earnings received to India through FTA as foreign 

exchange earnings in INR is higher on the year 

2014 with 14.5% and in USD also 2014 holds the 

higher position at 9.7%. 

 

Source: Indian Tourism Statistics at a Glance for the years 2013 

to 2016, Ministry of Tourism. 

 The above illustration clearly provides a 

picture of India’s Rank at World level with regard 

to FTA and receipts obtained from such arrivals for 

the year 2013, 2014, 2015 & 2016.  During the year 

2013, for FTA India ranks 42 around the world and 

16
th

 place in FTA receipts. In 2014, India’s position 

is 41 in FTA and for FTA receipts it is 15. On the 

year 2015, it moved to 40
th

 rank in FTA and 14
th

 

position in earnings received from such FTAs. 

Lastly, during the year 2016 India ranked 25
th

 in 

FTA and 13 in FTA receipts. 

Table 2: Month-Wise FTAs in India during 2017 

Months 
FTAs 

(In lakhs) 

Change in FTAs 

compared to same month 

in 2016 (AGR) 

January 9.83 16.5% 

February 9.56 13% 

March 9.05 10.7% 

April 7.40 23.5% 

May 6.30 19.5% 

June 6.70 22.5% 

July 7.88 7.4% 

August 7.24 11% 

September 7.23 18.8% 

October 8.76 18.1% 

November 10.05 14.4% 

December 11.76 15.2% 

Source: Brief write-up on Tourist Inflows during 2017, Market 

Research and Statistics, Ministry of Tourism. 

Impact of demonetization on Indian Tourism 

 As said earlier, the latest act of 

demonetization came into force in India during 

November 8, 2016. This Act of government has a 

mixed and polarizing impact on the Indian Tourism 

sector. Firstly, the positive sides of the 

demonetization includes digitalization of money 

makes the prices uniform and stable through which 

the majority of Indian and foreign tourists remains 

unexploited towards increased and unfair price 

practices. Hence, there would be a rise in tourists in 

the country. Secondly with the increased tourists, 

more revenue arises to the country and employment 

opportunities would be raised (Anju Lopez, 2017).  

On the other hand, the demonetization move by the 

Indian government has brought an immediate 

negative impact on the tourism industry. As a 

sudden effect, the foreign tourists bookings and 

arrivals has reduced between 40%-45% and the 

domestic bookings also been reduced by 65%. 

(Ani, 2016). If we consider the Table:1, the number 

of FTA in India though increased in the year 2016 

(9.7%) when compared to previous year i.e., 2015 

(4.5%) the percentage increases in a slow rate 

(5.2%) as compared to that of 2013-2014 period 

(i.e., 5.3%). The Indian tourists leaving foreign in 

tourist visa also found a greater downfall in the end 

of 2016 (7.3%) which is lower when compared to 

the all past three years. Similar to FTAs in India, 

domestic tourists percentage in India has also been 

increasing at a slow rate during 2015-16 (1.1%) 

when compared to the year 2013-14 (3.3%). During 

the year 2017, November the FTAs (in Lakhs) has 

been increased by 14.4% exactly a year after 

demonetization takes place which is 10.05 FTAs in 

November 2016 (Table 2). From the above, it is 

very clear that Demonetization has a polarizing 

relationship on the Indian Tourism. But, However 

after a year the FTAs has increased and this 

0
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Chart 1: India's Rank in International Scenerio regarding FTA 

and FTA Receipts.

FTA FTA Receipts
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showed a sign of positive effect of the 

demonetization on Indian Tourism. 

Effect of GST on Indian Tourism 

 GST is implemented in order to make 

nation to pay tax as single entity under the 

catchphrase “One Nation, One Tax”. Prior to GST, 

the tourists has to pay many taxes on booking hotel 

rooms such as Value added Tax (VAT), Under the 

GST regime, such those taxes were curbed which 

brings a greater sign of relief among the tourists. 

But at the same time, since the hotel fares depends 

upon the seasons it varies from time to time and as 

stated by GST, hotels having price fares less than 

Rs. 1,000/- are tax free, Rs. 1,000 – Rs. 2,000 

ranged hotels are having GST at 12%, hotels at Rs. 

2,500 – Rs. 7,500 holds GST at 18% and lastly, 

above Rs.7,500 charge 28% of GST. Hence, the 

customers suffers due to the changes in hotel fares 

due to seasonal situations (gstthehelplineindia.com, 

2018). Apart from hotel fares, the implications of 

GST were 5% for travel in Economy class 

otherwise 12%. Natural tourist attractions have 

been taxed at 18% and tour agents GST is 18%. 

Lastly, for tour operators the GST is taxable at 

5%(Ankita Chakrabarthy and Anuslup Roy 

Barman, 2017). From GST, the tour operators (or) 

agents are said to be get a huge relief due to some 

tax credits (Subodh Kumawat, 2017). 

 Considering the Table 2, the FTAs during 

pre-GST implementation six months in the year 

2017 has been average and declining from 9.83 

FTAs in January to 6.70 FTAs in June and after 

post-GST six months of 2017, it has been gradually 

increasing from 7.88 FTAs(In lakhs) on July to 

11.76 FTAs(In lakhs) on December 2017. 

Considering the FTAs in the year 2016, within the 

implementation of GST on a month it has been 

increasing in a declining manner at 7.4% when 

compared to other months of 2016. Similar to 

demonetization, the FTAs post GST has been 

increased significantly irrespective of its mixed 

effects on Indian Tourism Industry. 

II. CONCLUSION 

 Demonetization and GST though initially 

brought some diverse impact on the tourism sector 

in India, after the days rolls out the scenario has 

completely changed in the case of the tourism 

especially on FTAs. This sign of positive approach 

on the concept of FTAs brings about greater 

openings for more tourists and would make India a 

Global Tourist destination. With the improved 

tourist arrivals, there would more revenue 

generation and the employment opportunities is 

maximized. The rise in employment would result in 

high standard of living of people and in turn 

improves the wealth of the nation as the whole. 

Directions of Future Research 

 The Study has considered only FTAs, 

considering this as the base many case studies 

should be conducted after taking in-depth 

interviews with the foreign tourists in order to 

understand the real issues they are facing within the 

Indian tourism. As a result, for those problems 

empirical investigations may be conducted in order 

to better arrive at a solution to those issues. 
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