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ABSTRACT 

The present study is a pioneer attempt to examine the impact of tourism on economic 

growth in Sikkim state. Tourism is one of the important services providing industry in Sikkim 

state. Its rapid growth contributed in the socio-economic development of the region. The 

increase of tourists’ influx resulted in the economic benefit to the regional economy by 

providing income and employment to the local community people. The growth of real GSDP 

per capita is used as a measure of economic growth. The statistical test shows that there is a 

positive correlation between Percapita GSDP and tourists’ influx. There is enormous increase 

in tourists’ inflows to Sikkim in last decade, which shows it growth in tourism. The Percapita 

GSDP is increasing significantly over a period of time along with the expansion of the 

tourism sector. It has increased from Rs. 17428 (1999-00) to Rs. 29506 (2008-09). Trade, 

tourism, hotels, transportation, and agriculture have been found as key drivers to GSDP. The 

estimated average annual growth of real GSDP percapita is 6.3 percent.  This study shows 

that the tourists’ inflows have its positive impact on the regional economy. It shows the 

growth of tourism and its contribution to the economy. 
 

KEYWORDS: Regional Economy, Tourism, Sikkim, Percapita GSDP, Economic Growth. 
 

INTRODUCTION AND STATEMENT OF PROBLEM 

Tourism is one of the fastest growing industries in the world. Its rapid growth and 

development contributed in the socio-economic development of the Nation. One of the chief 

reasons that governments support and promote tourism throughout the world is that it has 

positive impact upon economic growth and development (Ivanov, and Webster, 2006). 

Empirical studies that investigate the impact of tourism on growth generally find a positive 

correlation between tourism receipts and the growth rate, especially for poor countries 

(Sequeria and Nunes, 2008). Tourism Development in any area invariably leads to economic 

growth of that area, which is manifested in terms of increase in income and employment 
opportunities, infrastructural growth, improvement in the standard of living, etc (Joshi, and Dhyani, 

2009).  
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The tourism activity can stimulate the internal development of a region, reduce the 

regional imbalances and geographically redistribute the welfare from the metropolitan areas 

towards the poor, peripheral ones (Adrian Liviu Scutariu, 2012). The importance of tourism 

to economies is now well recognized. As a result, when tourism changes or policy shifts are 

being considered, there is an interest in determining what impact on the economy they might 

have. However, the approach to economic evaluation typically undertaken in the tourism 

context, is both incomplete and miss leading (Dwyer, Forsyth, and Spurr, 2004). However, 

the problem of measuring the economic impacts of tourism requires a broader view on the 

analysis of the interaction between tourism and GDP (Ivanov, and Webster, 2006).  

Sikkim is a Himalayan state. It has three international boundaries of Tibet 

Autonomous Region- china from North, Nepal from West, and Bhutan from East and 

National boundary of West Bengal from South. Sikkim total area is 7096 square kilometres 

and more than 46 percent of the total land is covered by forest area. Sikkim is the 26th bio-

diversity hot spot of the world. Natural beauties of Sikkim make her as one of the growing 

tourism destination in India. Since it is rich in natural beauty, forest and Himalayan region 

favourable for mountaineering and various other activities, it is an Eco-tourism destination.  

Tourism is one of the important services providing industry in Sikkim state. It is 

generating income and employment to the local community people in the region. The 

increase of inflow the tourists in Sikkim resulted in the economic advantage to the regional 

economy. Tourism, in particular, has contributed in several important ways to the positive 

performance of the average small economy (Sr, M.V and Croes, 2003). Increasing inflow 

results in more tourists’ expenditure in the state. As a result of spending of tourists in Sikkim 

state, the hotel industry and other livelihoods of the people like handicraft industry are 

prospering in the region (Rizal, and Asokan, 2012).   

According to India Brand Equity Foundation, Sikkim (2010), Sikkim’s economy is 

driven by the secondary and tertiary sector. At about 48 percent, tertiary sector is the largest 

contributor to Sikkim’s economy. In tertiary sector, trade, hotels, real estate, transportation, 

and communication are the main drivers, which are related to tourism industry. The report 

stated that the percapita Gross State Domestic Product (GSDP) of the state has increased at 

11.0 percent between 1999-2000 and 2008-2009 and tourism, travel, transportation and 

agriculture have been the key drivers of the increase in per capita GSDP. Further, the Eco-

tourism has been signifying as a major industry in the State.  Sikkim state is abundant in 

natural resources and because of its beauty the tourism industry is expected to play a major 
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role in the regional development of the state. In the view of present perspectives, the present 

study examines the significant impact and contribution of tourism industry on economic 

growth of Sikkim state. 

 

OBLECTIVES 

 The objective of the present study is to examine the impact and contribution of 

tourism industry on regional economy of Sikkim state. 

METHODOLOGY 

Data and sources:  

The study is based on secondary data which have been collected from the Tourism 

Department of Government of Sikkim, Department of Statistics, evaluation and monitoring, 

and various others organization. The present paper covers the ten years of study form 1999-

00 to 2008-09. 

Statistical tools used: 

The tourists’ influx and precapita State Gross Domestic Product have been used to 

have a comparative study of tourism and economy of Sikkim. Further, Pearson correlation 

has been used to examine the comparative study between the inflows of tourists and percapita 

State Gross Domestic Product in the study. 

An impact is considered an economic benefit or cost if it increases the welfare of local 

population. Thus, economic growth should increase the welfare for the local population, 

although certain segments will benefit more than others. In this regard in current paper we 

use the growth of real GDP per capita gr as a measure of economic growth. The growth of the 

real GDP per capita gr is: 

Where,  1001
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Yq1(p0)  is the GDP in constant prices,  

Y q0(p0) - the GDP in the base year, 

N is the average size of the population,  

index 1 denote current period, 

index 0 is the base period (Ivanov, and Wester, 2006).  
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Further, the average annaul growth percentage rate of tourists’ influx and precapita 

Gross State Domestic Prodcut have been taken with the help of the following average annual 

percenatge growth rate formula. 

Average annaul Growth percentage rate = [(value at end of period - value at beginning of 

period)/value at beginning of period] * 100. 

Later, the value obtained is again divided by total number of years. 

Hypothesis:  

 Hypothesis for the present study has been framed as;  

“There is an association between the tourists’ influx and the percapita State Gross Domestic 

Product in Sikkim state”. 

 

RESULTS AND DISCUSSION 

 Since the ancient period of monarchy rules, the economy of Sikkim state is mainly 

based on the agricultural and forestry. Approximately, around 11 percent of the total area of 

the state is covered by the agricultural land. In last decade tourism is also coming as an 

important sector in the state economy. Apart from that, Hydro power generation is also 

emerging as a major sector and expected to contribute more in the state Gross Domestic 

Product in the future. After 35 years, Sikkim has emerged as one of the top state in the North-

East region in terms of Gross Domestic Product growth in the state. All sectors have 

registered encouraging growth. The Gross Domestic Product is the main criterion for 

measuring development (Chhetri, 2010).  

Table 1State Domestic Product of Sikkim at Constant Price (at 1999-2000) 

Sl. No Year GSDP  
(in Lakhs) 

Growth  
(%) 

Percapita GSDP 
(in Lakhs) 

Growth  
(%) 

1 1999-00 89580 - 17428 - 
2 2000-01 96388 7.6 18118 4 
3 2001-02 104029 7.9 18846 4 
4 2002-03 111629 7.3 20113 6.7 
5 2003-04 120383 7.8 21382 6.3 
6 2004-05 129743 7.8 22762 6.5 
7 2005-06 141322 8.9 24450 7.4 
8 2006-07 151378 7.1 26100 6.7 
9 2007-08 162644 7.4 27708 6.2 

10 2008-09 175562 7.9 29506 6.5 
Source: Government of Sikkim. 

Table-1 shows the percapita Gross State Domestic Product. The percapita Gross State 

Domestic Product of Sikkim state is increasing significantly over a period of time. The 
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average annual growth rate of percapita Gross State Domestic Product is 6.9 percent in last 

decade. It has increased from Rs. 17428 in the year 1999-00 to Rs. 29506 in the year 2008-

09. Trade, tourism, transportation and agriculture are the key drivers of the increase in 

percapita Gross State Domestic Product (India Brand Equity Foundation, Sikkim-

2010).Tertiary sector is the largest contributor of in the economy as compared to primary 

sector and secondary sector.  

The growth of tourism industry in small Himalayan state like Sikkim can be observed 

with the rapid increase in the inflows of tourism in the region. There is an increasing trend in 

tourists’ influx to Sikkim. Table-2 shows the yearly inflows of tourists to Sikkim state from 

2000 to 2009. 

Table 2 Tourist inflow trend in Sikkim (2000 - 2009) 

Year Domestic Tourist Foreign Tourist Total number of Tourist Arrival 
2000 180256 8794 189050 
2001 192354 7757 200111 
2002 203835 8539 212374 
2003 220824 10954 231778 
2004 286687 13528 300215 
2005 347650 16518 364168 
2006 421943 18049 439992 
2007 465204 17837 483041 
2008 512373 21162 533535 
2009 615628 17730 633358 

Source: Annual Report 2009- 2010, Department of Tourism, Government of Sikkim. 

It is clear from the table that the inflows of tourists are increasing constantly every 

year. It increased from 189050 in the year 2000 to 633358 in the year 2009 (Fig. 1).  

 
Fig 1 Total number of tourists arrival in Sikkim state. 
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Comparing the inflow of tourists as per the types of tourists, i.e. both domestic and 

foreign tourists, the increase in domestic tourists is from 180256 in the year 2000 to 615628 

in the year 2009 and for foreign tourists it is 8794 numbers in 2000 and it tremendously 

increased to 21162 in 2008. The inflow of foreign tourists slightly decreased as 17730 in the 

year 2009. The reason for fall in the inflows of foreign tourist was because of some natural 

and social factors like landslides and Socio-political condition of relative states. Due to global 

slowdown, terrorist activities, H1N1 influenza pandemic etc, there was a slight decrease in 

the foreign tourists during the year 2009 compared to the year 2008 (Annual Report, 

Government of Sikkim, 2009-10). From the above table, it is clear that the tourism in Sikkim 

is domestic tourist dominated. Overall, the increasing trend of tourists’ influx shows the 

growth of tourism sector in the region. 

Tourism has wide economic impact on Sikkim state. The increasing inflow of tourists 

in destinations is providing employment opportunities to the local people and it results in the 

income to the people and increasing sales in the market. Livelihood strategies of the local 

community people in tourists’ destinations largely depend on the tourism related activities. 

More the tourist more will be the economic benefit to the local community. It is providing 

both direct and indirect income and employment to the people. The tourism sector also 

encompasses all other related business and provides indirect employment in other sector of an 

economy. The impact of tourism and increasing flow of tourists in Sikkim can be estimated 

from the table 3, where, the average annual percentage growth rate of percapita Gross State 

Domestic Product is increasing along with the average annual percentage growth rate of 

tourists’ inflows in Sikkim. 
Table 3 Average annual percentage growth rate of Percapita GSPD and tourists’ Influx in Sikkim state 

 
Sl. No. 

 
Year 

Percapita Gross State 
Domestic Product  

Total number of Tourist 
Arrival  

1 1999 – 2000 - - 
2 2000 – 2001 1.97 2.90 
3 2001 – 2002 2 3.06 
4 2002 – 2003 3.36 4.56 
5 2003 – 2004 3.15 14.76 
6 2004 – 2005 3.12 10.65 
7 2005 – 2006 3.7 10.41 
8 2006 – 2007 3.37 4.45 
9 2007 – 2008 3.08 5.22 

10 2008 – 2009 3.24 9.35 
Sources: computed 
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Fig 2 Average annual percentage growth rate of tourist influx and PCI-GSDP 

Table-3 exposes the average annual percentage growth rate of percapita Gross State 

Domestic Product and inflows of tourists in  Sikkim state from the year 1999-00 to 2008-09. 

It is clear from the table that the Percapita Gross State Domestic Product is increasing along 

with the increasing in the tourism sector. The growth of tourism sector is with the increasing 

inflows of tourists.  The tourists’ inflow in Sikkim is increasing continuously which shows it 

growth in tourism sector.  The average annual percentage growth rate of tourists’ influx was 

2.90 percent in the year 1999-2000 and it increased to 9.35 percent in the year 2008-2009. 

The average annual percentage growth rate of percapita Gross State Domestic Product was 

increased from 1.97 percent in the year 1999-2000 to 3.24 percent in the year 2008-2009 

(fig.2). Further, an impact of tourism industry is considered positive if it increases the welfare 

of local community people. Therefore, the growth of economy should increase the welfare of 

the local population. It is in this context, the present paper used the growth of real GSDP per 

capita (gr) as a measure of regional economic growth in Sikkim state. Real Growth rate of 

percapita Gross State Domestic Product at constant price in Sikkim state is in table 4.  

Table 4 Growth of Gross State Domestic Product per capita (in constant price) 

 
Sl. No. 

 
Year 

Growth of Gross State Domestic Product per 
capita (gr) 

1 2000 – 2001 - 
2 2001 – 2002 6.54 
3 2002 – 2003 5.38 
4 2003 – 2004 7.07 
5 2004 – 2005 6.44 
6 2005 – 2006 7.60 
7 2006 – 2007 5.82 
8 2007 – 2008 5.98 
9 2008 – 2009 6.67 

Source: Computed 
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Table-4 states the growth of real GSDP per capita (gr) in Sikkim state from the year 

2000-01 to the year 2008-09. The study calculated the growth of real GSDP per capita as 6.54 

percent in the year 2001, 5.38 percent (2002), 7.07 percent (2003), 6.44 percent (2004), 7.60 

percent (2005), 5.82 percent (2006), 5.98 percent (2008) and 6.67 percent in the year 2009. 

As per the estimation, real GSDP per capita has been marked high in the year 2005-06 and 

2003-04 respectively. Its average has been marked as 6.3 percent and it shows a positive 

growth in the GSDP of Sikkim state. 

 

TESTING OF HYPOTHESIS 

 Hypothesis for the study is framed as; 

“There is an association between the tourists’ influx and the percapita State Gross Domestic 

Product in Sikkim state”. 

 To find the correlation of inflows of tourists and State Gross Domestic product, we 

have applied Pearson correlation (r), to test the hypothesis. As per the statistical test, Pearson 

correlation coefficient r = .991, p = .000. It shows that the there is a positive correlation 

between the tourists’ influx and the percapita State Gross Domestic Product in Sikkim state 

and it is statistically significant at 1% level (p < 0.01). Thus hypothesis is true of an 

associations between the inflows of tourists and the percapita State Gross Domestic Products 

in Sikkim state.  

 From the test conducted, we can conclude that the tourism industry has its positive 

impact on the Sikkim state. Sikkim state has significant impact of tourism activity on the 

regional economy.  Further, the growth of tourism industry is significant for the regional 

economy.  

CONCLUSION 

The paper presented the impact of tourism industry to regional economic growth in 

Sikkim state. Economic growth should increase the welfare for the local population, although 

certain segments will benefit more than others. In this regard in current paper we use the 

growth of real GDP per capita as a measure of economic growth (Ivanov, et al., 2006). 

From the study it is concluded that Sikkim state has significant impact of tourism 

activity on the regional economy. The regional economic growth of Sikkim is significant with 

the expansion of tourism industry in the state. The contribution of Tertiary sector is large in 

the percapita Gross State Domestic Product as compared to primary sector and secondary 

sector. It is 48 percent and the tourism, real estate, hotels, trade, transportation and 
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communication, are the major part of tertiary in Sikkim, where almost all are directly and 

indirectly related with tourism industry. The investigation clearly indicates that the inflows of 

tourists have its wider impact on the regional economy. There is a positive correlation 

between the tourists’ inflows and the percapita State Gross Domestic Product.  The percapita 

State Gross Domestic Products of Sikkim state is increasing along with the increasing inflows 

of tourists.  This shows the growth of tourism and its contribution on the state economy. 

Furthermore, to maximize the impact of tourism on incomes, employment and public sector 

revenue, government, along with the stakeholders of tourism, should focus more upon 

increasing the number of high spending visitors and facilities for them.   

The present study examined the relationship between tourism industry and economic 

growth with the help of secondary data and statistical test. However, the study does not show 

the contribution of tourism in particular to how much to the economic growth, which is still a 

gap to be filled by further research in the field.  
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