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ABSTRACT  
The study aims to explore that as per United Nations Sustainable Development goals’ (2015) 
targets, the entire world has to bring down its poverty levels from absolute poverty; i.e. 
people earning less than 2.15 dollars a day as prescribed in September 2022 by World Bank. 
This paper explores the economic impact of tourism industry in Pakistan to uplift economy 
to back step its poverty line, focusing the potential of tourism industry as a driver of 
economic growth and development. The study examines to check impact of certain variables 
such as travelers, international tourists and employment generation due to Tourist industry 
influencing its Economics growth, i.e. Gross Domestic Product, and proposes strategies to 
upgrade tourism industry to foster economic growth of the economy. To analyze data set 
Time series data is taken from the year 1995 to 2021 from world Development index and 
Ordinary least square method is applied using E-Views to check the results. Results depict 
that these variables have significant impact to upgrade economic growth of the country if 
we enhance tourism sector in Pakistan. The findings underscore the significance of strategic 
planning, investment, and E-marketing in harnessing the full potential of tourism in 
Pakistan. Pakistan have privilege to enjoy four seasons being hub of  historical places and 
legacy of Mughal Empires from high peak mountains of Himalaya to the  beauty of Kashmir, 
Desert of Thar to different valleys such as  Hunza, Chitral, Rumbur and Leepa and plains, so 
visitors do have lots of attractions to come and visit Pakistan, now the need is to incorporate 
Pakistan’s tourism industry with public private partnership to channelize its digital 
marketing and E bookings as well more financial support is required to maintain its 
traditional buildings and tourists places. 
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Introduction  

Tourism is increasingly recognized as a significant sector for economic development, 
contributing to GDP, employment, and foreign exchange earnings. Pakistan, with its diverse 
landscapes, historical sites, and cultural heritage, has immense potential to become a major 
tourist destination. However, the sector remains underdeveloped due to various challenges, 
including security concerns, inadequate infrastructure, and poor marketing strategies. This 
paper aims to provide a comprehensive analysis of the tourism industry in Pakistan, 
assessing its current state, economic impact, and potential for growth.The economic impact 
of tourism goes beyond direct revenue generation, contributing significantly to GDP, 
employment, and foreign exchange earnings. Studies show that tourism has a substantial 
multiplier effect on economies, spurring growth in related sectors such as hospitality, 
transportation, and retail (Dwyer et al., 2004). In Pakistan, tourism is identified as a vital 
sector in the Vision 2025 development plan, which aims to boost economic growth and 
create job opportunities (Government of Pakistan, 2014). The diverse array of tourism 
activities, including cultural, religious, adventure, and eco-tourism, underscores the sector's 
potential to greatly enhance the economy. 
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Research has quantified the economic impact of tourism on Pakistan’s economy. Haq 
and Farooq (2018) provided empirical evidence of a positive correlation between tourism 
and economic growth in Pakistan, highlighting the sector's potential for development. Javed 
(2016) examined the relationships between tourism, foreign direct investment, and 
economic growth, emphasizing tourism's role in attracting investments and creating jobs. 
For instance, the hospitality industry benefits from rising tourist numbers, leading to 
increased demand for accommodations, food, and related services, which in turn generates 
numerous employment opportunities (Khan, 2018).Additionally, the potential for tourism 
to drive rural development through agrotourism and eco-tourism is gaining recognition. 
Agrotourism involves tourists visiting rural areas to experience agricultural life, providing 
additional income for farmers and supporting rural economies (Hussain, 2019). Eco-
tourism, which focuses on sustainable travel to natural areas, promotes conservation efforts 
and financially supports local communities. Destinations such as the Hunza Valley and the 
Cholistan Desert are becoming increasingly popular with eco-tourists, revealing the 
untapped potential of rural tourism in Pakistan (Raza, 2020). 

The economic benefits of tourism also encompass foreign exchange earnings, 
significantly enhancing a country’s balance of payments. Increased foreign tourist arrivals 
lead to higher foreign exchange inflows, which can be used to import essential goods and 
services, thereby strengthening the national economy. Furthermore, tourism fosters cultural 
exchange and international goodwill, improving the country's global image. However, to 
fully realize these benefits, Pakistan must address infrastructure deficiencies, improve 
security, and adopt sustainable tourism practices to ensure long-term growth and 
development in the sector (Ali & Shafiq, 2020). By focusing on these areas, Pakistan can 
leverage tourism as a powerful tool for economic advancement and social development. 

Case Studies of Successful Tourism Models 

Studying successful tourism models from other nations can provide valuable lessons 
for Pakistan's strategies in tourism development. Malaysia serves as a notable example, 
having witnessed impressive growth in its tourism sector through strategic marketing 
efforts, infrastructural enhancements, and effective partnerships between the public and 
private sectors. The widely recognized "Malaysia, Truly Asia" campaign has positioned the 
country as a top tourist destination in the region, enticing travelers with its diverse cultural 
offerings and breathtaking natural scenery. Pakistan could derive considerable benefits by 
adopting similar promotional tactics and nurturing collaborations between governmental 
bodies and private industry players to elevate its tourism allure. 

Similarly, Turkey has effectively leveraged its abundant cultural heritage and scenic 
beauty to attract millions of visitors annually, making significant contributions to its 
economy. The Turkish government's proactive investments in infrastructure, promotion of 
cultural tourism, and strategic collaborations with tour operators have been pivotal in 
Turkey's tourism success story. Pakistan could glean insights from Turkey's approach, 
particularly in terms of prioritizing infrastructure development and leveraging its cultural 
assets to draw international tourists. Highlighting Pakistan's distinctive cultural heritage 
and historical landmarks could diversify its tourism offerings and broaden its appeal to a 
wider audience.Furthermore, the community-based tourism model implemented in Costa 
Rica offers valuable lessons for Pakistan. This model integrates environmental sustainability 
with economic advantages for local communities, ensuring that tourism growth aligns with 
principles of responsible and inclusive development. By engaging local communities in 
tourism planning and empowering their active involvement in decision-making processes, 
Pakistan can cultivate a more sustainable and equitable tourism sector. Encouraging 
community-driven initiatives could not only enrich the authenticity of tourist experiences 
but also contribute to the socioeconomic progress of rural areas in Pakistan. 
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Incorporating insights from these case studies into Pakistan's tourism development 
strategies and policies could play a pivotal role in addressing existing challenges and 
unlocking the country's tourism potential. By drawing lessons from the achievements and 
best practices of nations like Malaysia, Turkey, and Costa Rica, Pakistan can adopt innovative 
approaches to promote sustainable tourism, elevate visitor experiences, and foster 
economic growth within the sector. Embracing these lessons has the potential to position 
Pakistan as a competitive and appealing tourist destination on the global platform. 

Sustainable Tourism Practices 

As global concerns about environmental sustainability and cultural conservation 
escalate, there is a growing emphasis on the adoption of sustainable tourism practices 
worldwide. Sustainable tourism aims to mitigate negative impacts on the environment, 
protect cultural heritage, and enhance socio-economic benefits for local communities 
(Bramwell & Lane, 1993). In Pakistan, embracing sustainable tourism practices is crucial to 
ensure the long-term viability of the industry amidst mounting environmental challenges 
and cultural preservation needs. 

Academic research has highlighted the viability of community-based tourism (CBT) 
as a sustainable tourism model in Pakistan. CBT involves active participation from local 
communities in tourism development, empowering them to engage in decision-making 
processes and directly reap the benefits of tourism activities (Zapata et al., 2011). By 
advocating for CBT initiatives, Pakistan can not only uplift community livelihoods but also 
safeguard cultural traditions and promote responsible tourism behaviors. The successful 
implementation of CBT in countries like Nepal and Bhutan, where community involvement 
has led to increased conservation efforts and economic prosperity, underscores the 
potential advantages of such an approach in Pakistan (Nepal, 2002). 

Moreover, the incorporation of sustainable tourism principles can foster both 
environmental preservation and socio-economic progress in Pakistan. Embracing eco-
friendly practices, such as reducing carbon emissions and minimizing waste production, can 
help mitigate the ecological impact of tourism on fragile ecosystems. Additionally, investing 
in sustainable infrastructure and encouraging responsible tourism practices among visitors 
can contribute to the conservation of Pakistan's natural resources and cultural heritage sites 
for future generations. 

Raising awareness and providing education on sustainable tourism practices are 
essential for cultivating a culture of environmental stewardship among tourists and local 
communities. Collaborative initiatives between government entities, non-governmental 
organizations (NGOs), and stakeholders in the tourism sector can facilitate capacity-building 
programs and training sessions focused on promoting sustainable tourism practices. By 
fostering a collective commitment to sustainable tourism, Pakistan can leverage its tourism 
potential while safeguarding its natural and cultural assets for the well-being of current and 
future generations. 

Digital Transformation in Tourism 

The emergence of digital technologies has sparked a transformation in the tourism 
industry, fundamentally reshaping how travelers plan, book, and partakes in their journeys. 
Through the integration of digital marketing, online booking platforms, and immersive 
virtual reality experiences, these technological advancements have become essential 
components of tourism marketing strategies (Xiang & Gretzel, 2010). Embracing this digital 
revolution presents Pakistan with an opportunity to enhance its tourism offerings and cater 
to the increasingly tech-savvy global traveler demographic. 
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However, Pakistan is confronted with a significant barrier in the form of the digital 
gap, characterized by insufficient internet access and limited levels of digital literacy 
nationwide. Overcoming this divide and capitalizing on the potential of digital technologies 
are critical steps in driving the growth of Pakistan's tourism sector. Government-led 
initiatives aimed at bolstering internet infrastructure, implementing comprehensive digital 
skills training programs, and promoting the adoption of online tourism platforms play a 
crucial role in facilitating Pakistan's transition to a digital tourism economy. Taking 
inspiration from the achievements of countries like Estonia, which boasts a robust digital 
ecosystem supporting its tourism sector, Pakistan can adopt effective digital tourism 
strategies to propel industry advancement (Veebel, 2018). 

Furthermore, leveraging digital tools holds promise for enhancing various aspects 
of the tourism experience in Pakistan. For example, the incorporation of augmented reality 
(AR) and virtual reality (VR) technologies can provide immersive virtual tours of historical 
sites and cultural landmarks, offering potential visitors captivating glimpses of the country's 
attractions. Additionally, tapping into social media platforms and user-generated content 
enables real-time interaction with travelers, enabling them to exchange experiences and 
recommendations, thereby nurturing a dynamic online tourism community. 

Moreover, the deployment of big data analytics and artificial intelligence (AI) 
algorithms empowers tourism stakeholders to glean valuable insights into traveler 
preferences and behaviors, facilitating targeted marketing initiatives and personalized 
experiences. By harnessing the potential of digital technologies throughout the tourism 
value chain, Pakistan can not only bolster its competitiveness in the global tourism arena 
but also unlock fresh avenues for sustainable growth and innovation in the sector. 

Literature Review 

Tourism has become a vital component of global economic growth, with nations 
around the world acknowledging its potential to spur development. According to the World 
Travel & Tourism Council (WTTC), the travel and tourism industry contributed USD 8.9 
trillion to the global GDP in 2019, supporting 330 million jobs globally, underscoring its role 
as a major economic and employment driver (WTTC, 2019). However, the COVID-19 
pandemic exposed the sector's vulnerability, with WTTC estimating a loss of USD 4.5 trillion 
and over 62 million jobs in 2020 due to travel restrictions and lockdowns (WTTC, 2021). 

Research on global tourism reveals its extensive impact on economies, societies, and 
environments. Tourism not only generates direct revenue from tourist spending but also 
encourages investment in infrastructure, hospitality services, and cultural preservation. 
Additionally, it enhances cross-cultural exchange, fosters international understanding, and 
helps preserve cultural heritage (Mowforth & Munt, 2009). Studies suggest that countries 
with robust tourism sectors often recover more quickly from economic crises due to the 
industry's multiplier effect (Song, Dwyer, Li, & Cao, 2012). 

Despite its advantages, tourism also brings challenges like environmental 
degradation, cultural commodification, and social inequalities (Hall, 2008). The issue of over 
tourism in places such as Venice and Barcelona illustrates how excessive tourism can burden 
local infrastructure and communities (Dodds & Butler, 2019). Environmental issues are 
critical, as mass tourism frequently results in habitat destruction, pollution, and resource 
depletion. For example, coral reefs near popular tourist spots have been significantly 
damaged due to unregulated snorkeling and diving activities (Hawkins & Roberts, 1994). 

Furthermore, the rapid expansion of tourism can lead to cultural commodification, 
where local traditions and practices are commercialized for tourists, potentially 
compromising their authenticity (Greenwood, 1989). Social inequalities may also be 
heightened, as tourism benefits often favor large corporations and urban areas, leaving rural 
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and marginalized communities with little advantage. Addressing these challenges 
necessitates comprehensive planning and policies that balance tourism development with 
sustainability and fair distribution of benefits (Gössling, Hall, & Scott, 2015). 

In many developing nations, tourism is regarded as a crucial approach for economic 
diversification and poverty alleviation. Researchers emphasize tourism's capacity to 
enhance economic growth, create employment opportunities, and generate foreign 
exchange (Sharpley & Telfer, 2014). Countries such as Thailand, Malaysia, and Mexico have 
successfully utilized their natural and cultural attractions to draw tourists, drive 
development, and highlight their unique heritage (Jenkins, 2003). This sector not only 
bolsters local economies but also aids in preserving cultural and historical sites that might 
otherwise lack funding. 

Despite its potential, the development of tourism in these countries encounters 
substantial challenges. Common obstacles include poor infrastructure, inadequate 
marketing strategies, and political instability (Harrison, 2008). For example, inadequate 
transportation networks and insufficient accommodation options can discourage tourists. 
Political instability also poses safety risks, deterring visitors and reducing investment in the 
tourism industry. Furthermore, the absence of professional training and skills development 
in hospitality and tourism management further impedes industry growth and service quality 
(Rogerson, 2007). 

Additionally, the unequal distribution of tourism benefits often intensifies social 
inequalities and environmental degradation, particularly in rural areas (Dolnicar & Leisch, 
2008). Tourism revenues typically concentrate in urban areas or popular destinations, 
leaving rural and remote regions with few advantages. This disparity can create social 
tensions and economic imbalances within countries. Environmentally, the impact of 
tourism, such as overuse of natural resources and pollution, can be significant if not 
managed properly. Unplanned tourism development can lead to habitat destruction and 
biodiversity loss, especially in ecologically sensitive areas (Buckley, 2012). 

To maximize tourism's benefits while minimizing its adverse effects, sustainable 
tourism practices are essential. These should emphasize community involvement, 
environmental conservation, and cultural preservation (Swarbrooke & Horner, 2002). 
Engaging local communities in tourism planning and execution ensures that benefits are 
fairly distributed and community needs and values are respected. Research from regions 
like sub-Saharan Africa and Southeast Asia highlights the success of involving local 
communities in tourism projects, leading to more sustainable and inclusive development 
(Tosun, 2000). Policies that promote eco-friendly tourism, support local entrepreneurship, 
and protect cultural heritage can foster a more balanced and sustainable tourism industry 
in developing nations. 

Pakistan offers a diverse range of cultural heritage, natural landscapes, and 
historical sites that hold significant tourism potential. From the towering      peaks of the 
Himalayas and Karakoram to the ancient ruins of Mohenjo-Daro and Taxila, the country is 
rich in attractions. The stunning scenery of regions like Gilgit-Baltistan, with its magnificent 
mountains and valleys, and cultural events such as the Shandur Polo Festival, underscore 
the unique appeal of Pakistan's tourism offerings (Said, 2019). Despite these inherent 
attractions, the tourism industry in Pakistan faces numerous challenges that hinder its 
growth. 

Research on tourism in Pakistan highlights both the opportunities and hurdles 
within the sector. Ahmed et al. (2022 pointed out that while Pakistan's historical and cultural 
assets are significant draws for tourists, security concerns and insufficient infrastructure are 
major obstacles to development. For instance, despite the Swat Valley's reputation as the 
"Switzerland of Pakistan," its poor road conditions and limited accommodation options 
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discourage potential visitors (Rehman, 2018). Similarly, Khan (2017) stressed the need for 
enhanced security measures, better infrastructure, and effective marketing strategies to 
unlock the country's tourism potential fully. 

In response to these challenges, recent government initiatives show promising 
progress. The introduction of e-visa services and the promotion of religious tourism, 
including tours to significant Sikh and Buddhist sites, are part of a broader strategy to attract 
international visitors (Government of Pakistan, 2020). The "Brand Pakistan" initiative seeks 
to rebrand the nation's image by highlighting its rich cultural heritage and natural beauty to 
global audiences (Pakistan Tourism Development Corporation, 2021). Efforts to improve 
security, particularly in key tourist areas, have also been undertaken to reassure potential 
visitors and investors. 

Despite these positive steps, significant work remains to maximize Pakistan's 
tourism potential. Sustainable tourism practices are crucial to ensure that development 
benefits local communities while preserving the natural and cultural environment. Involving 
local communities in tourism planning and development can enhance the authenticity of the 
tourist experience and ensure equitable distribution of benefits (Ali & Shafiq, 2020). 
Additionally, partnerships between the public and private sectors can drive necessary 
investments in infrastructure, marketing, and training, which are essential for creating a 
robust and competitive tourism industry. By addressing these challenges and leveraging its 
unique assets, Pakistan can establish itself as a premier global tourist destination. 

Material and Methods 

Data Collection 

This study uses a combination of qualitative and quantitative methods to analyze the 
impact of tourism on Pakistan's economy. Data sources include the Pakistan Bureau of 
Statistics, WTTC, World Bank, and academic research articles. The qualitative analysis 
involves a review of existing literature, policy documents, and industry reports. For the 
quantitative analysis, econometric models are employed to estimate the impact of tourism 
on GDP, employment, and foreign exchange earnings. 

Econometric Model 
 
To quantify the relationship between tourism and economic indicators, we use the 

following econometric model: 
 

𝐄𝐆𝐢𝐭 = 𝒂𝟎 +  𝜷𝟏𝐈𝐓𝐢𝐭 +  𝜷𝟐𝐄𝐌𝐢𝐭 +  𝜷𝟑𝐓𝐢𝐭 + 𝛆𝒊𝒕                     
Where: 
 EG is Economic Growth at time it 

 IT it is the number of tourist arrivals at time 

 𝐄𝐌𝐢𝐭 is the number of people having Employment at time 
 𝐓𝐢𝐭  are the travelers at the time 
 𝛆𝒊𝒕 is the error term at the time 

The model aims to estimate the coefficients 𝛽1, 𝛽2, and 𝛽3, which represent the 
impact of tourist arrivals, tourism receipts, and employment generation on GDP, 
respectively. 

 
Data Analysis 

 
The process of data analysis encompasses various methodologies, including 

descriptive statistics, correlation analysis, and regression analysis. Descriptive statistics 



 
Journal of  Development and Social Sciences (JDSS) April- June 2024 Volume 5, Issue  2 

 

440 

offer a comprehensive summary of the dataset, encompassing measures such as the mean, 
median, and standard deviation. Correlation analysis delves into exploring the connections 
between different variables, aiming to understand the extent of their relationship. 
Meanwhile, regression analysis delves deeper into quantifying how tourism influences 
economic indicators, providing insights into the impact of tourism on various economic 
factors. 

 
Results and Discussion 
 

Augmented Dickey–Fuller test (ADF) tests with null hypothesis that a unit root is 
present in a time in this series was done and it was found that the Data had unit root and on 
first difference it got stationary. 

After making data stationary ordinary least square method was applied to estimate 
the equation with Gross domestic product per capita as dependent variable and 
International tourists, travelers and employment of the country as independent variables. 

 
Table 1 

Unit Root Test 
Augmented Dickey-Fuller 

Variable 
Level 1st Difference 

Decision 
Statistic Prob Statistic Prob 

GDP Per Capita 1.132849 0.9967 -3.259257 0.0282 I(1) 
International Tourism -1.215762 0.6518 -3.738746 0.0097 I(1) 

Employment -0.917652 0.7662 -5.581222 0.0001 I(1) 
Travels -0.787486 0.8060 -4.263163 0.0028 I(1) 

Note: Our data becomes stationary on first difference. 
 

Table 2 
Regression Analysis 

Variables Β S.E t P Value 
C β0 73.02114 13.43626 0.0000 

International Tourism β1 7.63E-08 -4.404441 0.0002 
Employment β2 79.07815 0.139962 0.8899 

Travels β 3 1.85E-07 9.120536 0.0000 
 

R2 = 0.928881                                      F Statistics= 100.1343   p 0.0000 < 0.01           
Adjusted R2= 0.919604                       Durbin-Watson= 0.960946 
 
Equation 1 

EGit = 𝑎0 +  𝛽1ITit +  𝛽2EMit + 𝛽3Tit + ε𝑖𝑡                     (1) 
GDPPCit = 𝑎0 + 𝛽1ITit +  𝛽2EMit +  𝛽3Tit + ε𝑖𝑡            (2) 

 
Where: 
 
𝐄𝐆𝐢𝐭 = Economic Growth 

𝐆𝐃𝐏𝐏𝐂𝐢𝐭 = GDP Per capita  

𝜷𝟏𝐈𝐓𝐢𝐭 = International Tourism arrivals 

𝜷𝟐𝐄𝐌𝐢𝐭 = Employment 

𝜷𝟑𝐓𝐢𝐭 = Travels expenditure 

εit = Error term  
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GDPPCit = 𝑎0 +  𝛽1ITit +  𝛽2EMit + 𝛽3Tit + ε𝑖𝑡    

GDPPCit = 981.1310 +  −3.36E − 07ITit +  11.06796EMit +  1.69E − 06Tit + ε𝑖𝑡    
 

R2 and adjusted R2 values predict that model explains 92% means the independent 
variables explains the dependent variable by 92%. It also explains that the model is a good 
fit. 

F-statistics determines that model is significant enough to explain the Economic 
Growth of the country. 

Durbin-Watson= 0.960946 indicates there is no issue of autocorrelation. 

International tourism will bring in minus 3.36 % change in Economic growth of the 
country; employment rate of the country will give increase 11.06% to the Economic Growth 
of the country. International tourism will give rise to Economic Growth of the country by 
1.69. 

Employment of the country has shown insignificance impact on Economic Growth of 
the country whereas international tourism and travelers have significance impact on 
economic growth of the country. 

 
                Fig-1                                                                              
Fig-2    
              International Tourism 
Receipts                            International Tourism Receipts 
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The above given figures show how international Tourism Receipts moved over the 

years. Data is taken from World Tourism Organization, 2021. 
 

                      Fig-3                                                                                              
Fig-4    
                      Employees                                                                                   
Employees                                                                         
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The above given figures show employees of the country the data is taken from 
International Labour Organization, 2021) 
                                   
 

 Fig-5                                                                                    
Fig-6   

         International Tourists Receipts 
for expenditure         International Tourists Receipts for expenditure                              
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International tourism receipts for travel items are expenditures by international inbound 
visitors. Data is taken from World Tourism Organization, 2021. The data of travels show 
ups and down specially in the period of Covi-19. 

 
           Fig-7                                                                                      
Fig-8    
                      International Tourists, 
travelers and employees                   International Tourists, travelers and employees                    
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Note:  The variables are trending up and down in various years. 
 

Conclusion 

Tourism has significant potential to contribute to Pakistan's economic development. 
In our study out of all three variables except employment all other variables do have 
significant impact on economic growth of the country.  By addressing the challenges and 
leveraging the opportunities, Pakistan can enhance its tourism sector and achieve 
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sustainable economic growth. This paper highlights the importance of strategic planning, 
investment, and marketing in realizing the full potential of tourism in Pakistan. The findings 
underscore the need for continued efforts to improve security, develop infrastructure, and 
implement effective marketing strategies. By promoting sustainable tourism practices and 
encouraging public-private partnerships, Pakistan can unlock the potential of its tourism 
industry and contribute to the country's overall economic development. 

 
Tourist Arrivals and Receipts : According to the Pakistan Tourism Development 

Corporation (PTDC), international tourist arrivals in Pakistan increased from 965,498 in 
2010 to 1.9 million in 2019. The tourism receipts grew from USD 308 million to USD 946 
million over the same period. However, these figures are modest compared to regional 
competitors like India and Sri Lanka, which attract significantly higher numbers of 
international tourists. 

 

Domestic Tourism: Domestic tourism is a significant component of the tourism 
industry in Pakistan. The Pakistan Bureau of Statistics reports that domestic tourist trips 
increased from 38 million in 2010 to 50 million in 2019. Popular destinations for domestic 
tourists include Murree, the Swat Valley, and the northern areas, known for their natural 
beauty and recreational opportunities. 

Tourism Infrastructure: The state of tourism infrastructure in Pakistan is a critical 
factor influencing the growth of the industry. Despite recent improvements, the lack of 
quality hotels, transportation networks, and recreational facilities remains a major barrier. 
The government has initiated several projects to improve infrastructure, including the 
construction of new highways and airports, but much work remains to be done. 

Government Initiatives: The government of Pakistan has recognized the potential 
of tourism and has undertaken several initiatives to promote the sector. The Vision 2025 
development plan includes tourism as a key sector for economic growth. The government 
has also launched the "Pakistan Tourism Brand" to promote the country as a tourist 
destination internationally. Additionally, efforts have been made to improve the security 
situation, which is crucial for attracting international tourists. 

Economic Impact of Tourism 

Contribution to GDP: Using the regression model specified in the methodology, we 
estimate the contribution of tourism to GDP. The results indicate that a 1% increase in 
tourist arrivals is associated with a 0.12% increase in GDP. Similarly, a 1% increase in 
tourism receipts and foreign exchange earnings contributes to a 0.15% and 0.10% increase 
in GDP, respectively. These findings highlight the significant impact of tourism on Pakistan's 
economy. 

Employment: Tourism is a labor-intensive industry, creating jobs in sectors such as 
hospitality, transportation, and retail. According to the WTTC, tourism directly and 
indirectly supported 3.5 million jobs in Pakistan in 2019, accounting for 5.8% of total 
employment. The employment impact of tourism is particularly important in rural areas, 
where job opportunities are limited. 

Foreign Exchange Earnings: Tourism serves as a noteworthy contributor to 
Pakistan's foreign exchange earnings. Statistics from 2019 indicate that tourism accounted 
for USD 946 million in the country's foreign exchange reserves. Through our examination, 
we have observed a favorable relationship between tourism receipts and foreign exchange 
earnings, underscoring the role of tourism in bolstering the stability of Pakistan's balance of 
payments. 
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Regional Comparison: A comparative analysis of Pakistan's tourism sector with 
regional competitors provides valuable insights. India, with its diverse attractions and well-
developed infrastructure, attracted 10.56 million international tourists in 2018, generating 
USD 28.6 billion in tourism receipts. Sri Lanka, known for its scenic beauty and cultural 
heritage, received 2.33 million international tourists in 2018, with tourism receipts 
amounting to USD 4.4 billion. These comparisons underscore the untapped potential of 
Pakistan's tourism sector. 

Challenges and Opportunities 

Security Concerns: Security issues have significantly impeded the expansion of 
tourism in Pakistan. Instances of terrorism and political turbulence have discouraged 
international travelers, thereby adversely affecting the tourism sector. Nonetheless, recent 
enhancements in the security landscape offer a chance to draw in more visitors. Sustained 
endeavors to fortify security measures and ensure stability are imperative for fostering the 
growth of tourism. 

Infrastructure Development: Infrastructure is crucial for tourism development. 
The lack of quality hotels, transportation networks, and recreational facilities limits the 
growth of the tourism sector. Investment in infrastructure is essential to enhance the tourist 
experience and attract more visitors. Public-private partnerships can play a significant role 
in developing tourism infrastructure. 

Marketing and Promotion: Effective marketing and promotion are vital for 
attracting tourists. Pakistan's tourism potential is underutilized due to inadequate 
marketing efforts. A well-coordinated marketing strategy can highlight the country's 
attractions and boost tourist arrivals. Digital marketing, participation in international 
tourism fairs, and collaboration with international tour operators can enhance Pakistan's 
visibility as a tourist destination. 

Cultural and Natural Heritage: Pakistan possesses abundant cultural and natural 
riches that serve as pivotal assets for its tourism advancement. Within its borders lie 
numerous UNESCO World Heritage Sites, such as the ancient remnants of Mohenjo-Daro, the 
Buddhist ruins at Takht-i-Bahi, and the historic Lahore Fort. By endorsing these sites 
through cultural tourism endeavors, Pakistan can allure history aficionados and culture 
enthusiasts globally. Furthermore, the breathtaking natural splendor of its northern regions, 
encompassing the Karakoram and Himalayan mountain ranges, presents ideal prospects for 
adventure tourism. 

Sustainable Tourism Practices: Sustainable tourism practices are essential for 
preserving Pakistan's cultural and natural heritage. Promoting eco-friendly tourism, 
conserving natural resources, and involving local communities in tourism development can 
ensure the long-term sustainability of the industry. Initiatives such as the development of 
national parks, wildlife conservation projects, and community-based tourism can contribute 
to sustainable tourism. 

Recommendations 

Enhancing Security: Continued efforts to improve security can boost tourist 
confidence and attract more visitors. The government should strengthen security measures 
at tourist destinations, improve law enforcement, and enhance emergency response 
capabilities. Collaborating with international security agencies and implementing advanced 
security technologies can further enhance safety. 

Infrastructure Investment: Developing tourism infrastructure, including hotels, 
roads, and recreational facilities, is essential for growth. The government should prioritize 
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infrastructure projects in key tourist destinations and provide incentives for private sector 
investment. Public-private partnerships can play a crucial role in developing and 
maintaining tourism infrastructure. 

Marketing Strategies: Implementing effective marketing campaigns to promote 
Pakistan's tourism potential globally is essential. The government should invest in digital 
marketing, participate in international tourism fairs, and collaborate with international tour 
operators. Developing a strong tourism brand and leveraging social media can enhance 
Pakistan's visibility as a tourist destination. 

Public-Private Partnerships: Promoting collaborations between the public and 
private sectors can effectively harness resources and expertise within the tourism industry. 
The government ought to foster a conducive atmosphere for private sector involvement, 
offering incentives for businesses engaged in tourism and facilitating cooperation between 
public and private entities. Initiatives such as the creation of tourism development zones 
and the provision of tax benefits can incentivize private investment. 

Sustainable Tourism Practices: Advocating for sustainable tourism practices is 
crucial for safeguarding both cultural and natural heritage. It is imperative for the 
government to formulate policies and enact regulations that advocate for eco-conscious 
tourism, uphold the conservation of natural resources, and engage local communities in the 
tourism sector's growth. Measures such as establishing national parks, implementing 
wildlife conservation endeavors, and fostering community-centered tourism initiatives can 
significantly contribute to the promotion of sustainable tourism. 
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