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ABSTRACT: 

Investments are sourced both internally and externally and are mobilized and managed accordingly. There 

are many internal investment sources, including banks and financial institutions, but it is still discovered 

that these financial resources are insufficient for the various economic sectors, necessitating the use of 

external resources is a significant component. The bibliometric study on the importance of capital growth 

is used to close the gap between the amount of investment that is needed and what is actually made in the 

economy, particularly when domestic investment is insufficient for the country to raise the available 

capital stock to the required level. In this article, critical review on hospitality industry with special focus 

to investment trends has been discussed, which finds a correlation between FDI and economic 

development. 
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INTRODUCTION: 

The review, especially in later circumstances, will be guided by the search objective or by the problem or 

thesis the researchers are debating and will act as the starting point for their further research. It is critical 

to keep in mind that evaluation should resemble a comprehensive discussion that exhibits knowledge of a 

variety of viewpoints, theories, and methodologies rather than being only a collection of summaries of 

other people's writing. The pertinent material that has been posted is summarized and analysed, always in 

relation to your own justification and logic. Because the study is based on primary and secondary 

materials, government reports, manuals, bulletins, and policy documents have been used in addition to 

secondary research conducted by researchers at various times. An argument can be made by contrasting 

the hotel industry's investment trends with the government's overall investment strategies. 

REVIEW OF LITERATURE: 

Patra (2019) found that FDI significantly affects both economic development and urbanisation after 

looking into the relationship and causality between urbanisation and FDI in India. [1] 

When talking about FDI in India, Rajesh et al. (2019) asserted that foreign direct investments are an 

essential source for every country to support the expansion of infrastructure and development. Foreign 

direct investment creates a bridge between the wealthy and the underprivileged. India is currently one of 

the countries that cannot be avoided when it comes to serving as a hub for international trade and 

business. India's riches and prosperity have recently increased on many fronts. More international cash 

and investors are attracted to India thanks to the "make in India" push. It raises household incomes and 

creates a large number of job opportunities for citizens of the country. [2] 

Gupta (2018) used empirical data to demonstrate that the size of the market, foreign debt, exchange rate, 

reserves, total trade, and physical infrastructure are the primary macroeconomic factors affecting FDI 

inflows in India. The government must offer infrastructure, law and order, a reduction in external debt, 

incentives for local savings, and political and economic stability in order to promote FDI inflows into 

India. [3] 

The "Make in India" project, according to Kumar and Geetha (2018), is the government's effort to 

counteract rising FDI in recent years. India has provided significant subsidies and benefits in an effort to 

lure a foreign firm to invest there. The Modi administration has opened up "conservative" businesses 

since 2014, such as rail infrastructure and the defense sector. The banking, medical device, and 

construction industries have also adopted FDI reforms. India has transformed into a vibrant market for 
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manufacturers thanks to the radical overhaul of FDI laws in sectors including broadcasting, retail trading, 

and air transport. The Make in India project has also expanded employment, which has been a huge 

success. [4] 

Goyal and Mukherjee (2018) claim that developing countries, including India, increasingly rely on FDI to 

raise cash for initiatives like infrastructure development. Nations are therefore implementing policy 

changes to promote investment flows. The majority of FDI inflows into India since deregulation have 

come from both domestic and foreign sources. India's persistent issues with both inbound and outbound 

foreign investment have prevented it from reaching its full potential. [5] 

Santos et al. (2016) shows in their study how worldwide hotel chains make FDI decisions taking into 

account the country's economic progress as well as its geographic and cultural distance. The poll also 

mentioned how Asia's economy has made it viable to create huge hotel chains. [6] 

Gupta (2015) asserts that the tourism sector is crucial to the Indian economy's ability to produce foreign 

exchange and considerably increase GDP. By spreading a number of endeavors within the economy 

through backward and forward connections and creating employment in a variety of industries, including 

hospitality, travel, and entertainment, it serves as a sign of "more comprehensive development" in India. 

Additionally, by enabling universal accessibility and including the entire population at the national level, 

it is achieving the long-term financial goals of the Indian economy. Given the importance of the travel 

and tourism sector to "comprehensive development," the Indian government has launched several 

programmes to rekindle interest in this industry both domestically and abroad. [7] 

Khan (2015) came to the conclusion that FDI is essential to the growth of India's elite tourism industry. It 

is necessary to design effective tactics and hassle-free techniques to draw FDI to an ever-increasing 

extent. The hotel and tourism sectors are currently undoubtedly some of the largest employers and 

contributors to India's GDP. The data demonstrates an unanticipated rise in FDI in India. Although there 

are certainly a few reasons why FDI isn't coming into India, the nation's economy is nonetheless 

expanding gradually. [8] 

According to Mishra and Raao (2014), the tourism and hotel industry is the largest service sector overall 

in terms of gross domestic product and foreign exchange earnings. Additionally, it is among the biggest 

employers worldwide. People's interests in entertainment, knowledge, business, and religion are the 

primary propellants of this enterprise. The natural human yearning for adventure, commerce, and pleasure 

serves as a catalyst for the expansion of this industry. Tourism and conviviality are both a cause and a 

result of economic growth, as shown by the cross-synergistic advantages and their forward and regressive 

linkages. They may also be able to stimulate other economic sectors. A review has been provided with the 

help of auxiliary data in order to comprehend the current status of the tourism and hospitality sectors 

completely. They also pointed out that the hotel and tourism sectors are immediately eligible for 100% 

FDI and that the hospitality sector in India received the second-highest amount of FDI. [9] 

Pradeep (2013) performed an investigation of foreign direct investment in India. He underlined that 

investment, or the creation of capital, is one of the major drivers driving the expansion of the economy. 

Ventures typically produce new physical, financial, and human capital. Speculation establishes levels and 

development through constant adjustments, the utilization of products and efforts, as well as other 

components of generation and invention. Less speculative activity causes slower economic growth, which 

in turn affects wages, employment, and business in a professional manner. Outside speculation might fill 

the residential investment fund deficit. As a result, even while there is a shortage of domestic investment, 

an open economy can nevertheless see financial development growth thanks to the influx of foreign 

investment. The worldwide interest in India will fuel the internal rumor mill. External initiatives are 

associated with monetary growth and advancement in emerging nations like India. An economy with 

interest produces more and enhances the majority of people's quality of life. With this objective in mind, 

both developed and developing nations are making every effort to embrace venture schemes. It is 

challenging to raise money in many nations because domestic reserve funds are insufficient, which 

elevates the significance of foreign speculation. Foreign capital comes in two flavors: private and open. 

While open outside capital often consists of financial distant guidance, private outside capital typically 
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consists of either remote direct venture or circuitous remote speculation. The private outside financial 

specialist either creates a branch or a backup in the beneficiary country in the event that a remote direct 

investment (RDI) takes place. Financial exchanges are getting more and more globalized through the 

financing of goods and businesses in the current environment, where financial aspects are becoming more 

accessible and international trade is growing. In the current environment, the idea that money is the force 

behind economic progress is becoming more important. [10] 

Foreign direct investment (FDI) inflows into India during the post-changes period were discussed, 

according to Jampala, Lakshmi, and Srinivasa (2013). According to the model's economic interpretation, 

foreign direct investment and the size of the residential market are inextricably linked. The market will 

have more customers and opportunities to engage as it becomes more well-known. [11] 

According to Boopath (2013), the Press Council of India reportedly commented on synergistic 

partnerships or the value of supporting foreign direct investment. The committee determined that foreign 

direct investment should be allowed to stop or interrupt the development of the infrastructure that restricts 

the operations of a few media giants in India that provide an unfair playing field and terrible competition 

with too few and medium-sized publications. [12] 

Singh and Gupta (2013) have talked about India's foreign capital strategy since 1947. They came to the 

conclusion that India's management framework for outside private investment had changed from a 

specified and prohibitive arrangement between 1967 and 1979 to a sensitive, welcome approach between 

1948 and 1966. In the 1980s, there were many liberalization initiatives that were only partially successful. 

A liberal speculative atmosphere has existed since 1991. [13] 

Narayana (2012) claims that attracting more foreign direct investment is one of the top concerns of Indian 

politicians and organizers. He observed the inflow of foreign direct investment into India. He emphasized 

the inherent restrictions on interest in general and foreign direct investment in particular. [14] 

According to Sharma et al. (2012), financial investors combine their advantages into a different nation 

where they have influence over the administration of advantages and advantages. It is generally true that a 

country can experience more local financial transformation and development the more FDI it receives. 

This is due to the fact that foreign organisations frequently provide the nation with a lot of resources, 

cutting-edge technologies, and advanced management abilities, all of which help local businesses and 

districts gain a lot of expertise. In India, the hotel and tourism industries have recently seen remarkable 

growth, bringing in sizable sums of money from both domestic and foreign travelers in various parts of 

the country. India experienced a major upsurge in inbound tourism in 2006, and FIT arrivals rose by two 

decimal places around the same time. The third-biggest source of foreign cash for India is the travel and 

hospitality industry, which also has one of the largest labor forces. Any economy that is expanding needs 

to understand the elements that affect FDI because it has both a significant short-term impact and a long-

term impact. The current study looks at the international interest in the Indian hotel and tourism sectors, 

its flows, and its effects on the country's economy. [15] 

 The case of cross-border mergers and acquisitions, according to Juan Pineiroet et al. (2008), examined 

the connection between FDI inflow and a company's capital market development plan. The research was 

conducted between 1987 and 2006. They found that the coefficients were higher than other factors 

following a comparison of "both the stock exchange factors and the money-related and administrative 

changes factors," and they deduced that greater changes in the capital markets may lead to a greater 

increase in firm-level foreign direct investment. Additionally, when securities exchange components are 

substituted with squared estimations of the same, the results are very powerful. [16] 

Regardless of a country's size or rate of development, regional integration can assist economic progress, 

according to Aggarwal (2008). Only if there is a higher level of involvement is there a chance this 

potential may be abused. By promoting cross-border enterprise, provincial cooperation will gain in terms 

of size and ability to compete universally. Additionally, it might help to enhance the efficiency and 

structure of the industrial sector. Businesses have opportunities, especially in light of the tremendous 

progress made towards deeper integration. The researcher continued by stating that due to South Asia's 

slow progress and limited achievements, there is much scepticism over the effectiveness of regional 
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integration. However, regional integration has the power to boost economic development in particular 

nations, regardless of size or rate of expansion. This potential cannot be reached without a more intense 

form of cooperation. Unresolved minor countries, institutional bottlenecks, political movements, limited 

nationalism, and inter-country enmity are only a few of the problems that prevent the region from 

reaching its full potential. These issues act as a powerful source of inspiration for increasing engagement. 

Only a more focused and cohesive territorial effort will be able to address and correct these flaws. As 

investment flows expand, regional enterprises' ability to compete on global markets will rise. [17] 

While FDI was crucial to India's economic development, Mirsha (2007) observed that it frequently caused 

confusion, including the risk of falling into a debt trap, escalating balance of payments problems, 

adopting an unsuitable growth model, having a negative impact on the rate of savings, political pressure, 

producing low-priority goods, and other similar problems. India would benefit from the careful and 

strategic use of FDI in the post-liberalization age, as would any developing country. [18] 

Iihan Ozturk (2007) offered a reading list on the impact of FDI on economic growth. According to the 

author, significant FDI determinants that contribute to overall economic growth include free trade zones, 

trade regimes, the host nation's human capital, financial market regulations, banking systems, 

infrastructure quality, tax incentives, market size, regional integration agreements, economic and political 

stability, and other factors. According to the author, there is broad consensus among academics and 

practitioners that FDI tends to have a significant impact on economic growth through a variety of 

channels, such as capital formation, technology transfer and spillover, and the improvement of human 

capital (knowledge and skill). [19] 

Ningombam (2007) lists Assam, Arunachal Pradesh, Manipur, Meghalaya, Mizoram, Nagaland, Tripura, 

and Sikkim as the eight states that make up the north-east region (NER). The study focused on the 

altering patterns and trends of foreign investment inflows, particularly foreign direct investment in the 

North East following the start of economic growth in 1991. The findings show a drop in coordinated 

foreign investment after 1991. The NER, which is still in the early stages of development, is portrayed by 

the author as having a wonderfully appealing environment, yet residential and outdoor speculation are not 

particularly alluring in the North East since the "crowding out theory" does not apply there. This essay 

argues that a little opening of the region to international financial flows will also lead to aberrations 

getting worse in the absence of open venture. Therefore, it is essential to revive open ventures on the basis 

of a suitable accountability structure. [20] 

Bharathi and Parthipan (2007) did a study on "Outside Direct Investments in Various Economies and 

Their Companions into India and China During the Period 2001-2005". The theory's main argument 

focused on filling a sizable vacuum in foreign direct investment streams that don't necessarily produce 

them but instead evaluate their capacity to draw in foreign direct investment. Finding potential causes of 

China's success in luring inflows of foreign direct investment was the review's principal goal. It also 

examined the causes of China's success and India's failure in order to seize market opportunities. The 

analysis examines the comparative picture of organisations' inflows of foreign direct investment into these 

two nations. To explain the discrepancies and offer both good and bad reasons for our nation, the analysis 

also extensively examined the project scenario as a whole. The review primarily concentrated on regions 

in which India could be able to successfully attract additional foreign direct investment if the requisite 

beneficial and essential MNC-accommodating measures are put in place. The success of the Chinese 

concept of SEZ (Special Economic Zones) and other zones like Land South have drawn attention. The 

evaluation stressed the governmental and commercial sectors' combined efforts to surround and support 

the foreign direct investment plan. The plan concluded that India lagged behind China in each of the 

regions by a substantial margin after comparing the Indian and Chinese data. According to this notion, the 

Indian government should adjust its plans and strategies in each of these areas. Alternative suggestions 

include good rail and road networks, lax small-scale industry regulations, lower product and value costs, 

low backhanded assessments, low import obligations on imported raw materials, financial and other 

backers to energize various types of speculation motivators for new business comfort, and coordination of 

organisational approaches. [21] 
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According to Ramamurthy and Subramanian's (2007) communication, China and India are both expected 

to become major powers, although both still have a way to go before, they can realize their ambitions. 

Each country's progress arcs are U-shaped or V-shaped, respectively. The situation is quickly shifting, but 

designers claim that China is currently ahead of India in planning inflows through foreign direct 

investment. According to available data, all areas of the development sector saw a growth in foreign 

direct investment. According to the authors, the primary issues that promoted and attracted foreign direct 

investment into India, as well as potential issues that led to a retreat from China, as well as the factors that 

contributed to drawing businesses to both countries, should be discussed. [22] 

The effects of enabling FDI and foreign assistance in India's legal systems were studied by Nalsar and 

Prasad (2007). With a few notable exceptions, the majority of the Indian economy is currently largely 

remote-accessible. Foreign direct investment is restricted in a number of delicate industries by the 

authorities, including real estate, retail trade, railroads, and agriculture. They assert that the government 

still provides support to select industries. A sixth of all worldwide exchange, or significantly more than 

two trillion US dollars, is today made up of trade administrations. [23] 

Pateria (2007) cautioned against employing venture motivators that simply focus on external companies 

as a means of enhancing national welfare, even though they may occasionally be motivated by a 

hypothetical perspective. The fundamental explanation for this is that the largest possible basis for 

financial support of internal foreign direct investment spillovers of experience and skills to the home 

sector is not a typical result of outside speculation. Only if local businesses are willing and able to invest 

in adopting outside ideas and skills will the potential overflow advantages be realized. To encourage 

sponsorship of remote endeavors, it is critical to raise awareness of and interest in such endeavors among 

nearby firms. [24] 

The importance of the impact that the globalisation process has on the various economies throughout the 

world was stressed by Mohanty (2007). The world's poorest nations have never benefited from 

globalisation. The study claims that the IMF and WTO have been biased in their treatment of the methods 

of privatization, advancement, and adjustment; as a result, many developing nations are today in a worse 

situation than they have occasionally been. The inflows of foreign direct investment and, consequently, 

the country's monetary development is significantly influenced by a variety of factors, including the social 

environment within the nation, political stability or uncertainty, the articulation and legal implementation 

of policies by the legislature, and others. He cited a case in which China's lower labour costs, openness to 

new agreements, and MNCs' significant investments in the assembling firms and units that assisted 

China's exports and provided security to residential enterprises were reasons why India should follow 

China's example in order to improve its financial situation. [25] 

GOVERNMENT FOCUS ON FOREIGN INVESTMENTS IN SERVICE & HOSPITALITY 

SECTOR (YEAR 2019 ONWARDS) 

It is estimated that a recovery in demand will remain ahead of supply addition, which will augur well for 

the key metrics of the hotel sector’s performance. Demand over the next few years is likely to be more 

equilateral and broad-based rather than being centered across only select cities/ markets. CBRE expects 

this steady supply growth to continue for the next few years. 

Increasing investor interest has been one of the significant drivers of growth for the Indian hospitality 

space in the past couple of years. In addition, Indian companies are also participating actively in this 

segment by way of investing or expanding their presence. The international presence and acceptance of 

Indian chains have established the service level and visibility of these brands. Government of India 

envisions $56 Bn forex, creating around 140 Mn jobs in tourism by 2030 through inclusive growth and 

particularly focusing on cruise tourism, ecotourism and adventure tourism.   The Indian Tourism sector 

ranks among the fastest-growing economic sectors in the country. The industry significantly impacts 

employment and drives regional development, while also creating a multiplier effect on the performance 

of related industries. Ministry of Tourism is planning to organize a Global Tourism Investors Summit 

along with Central Ministries and State/UT Governments to showcase opportunities for investment and 

trade. The event will allow global investors to explore Indian Tourism products and services. 
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CONCLUSION: 

Any country's economic progress depends on investments, and India is no exception to this rule. In a 

sense, no nation can advance without an institutionalized investment structure that supports its economic 

ambitions. Every sector of the country's economy, whether it be manufacturing, agriculture, or the service 

industry, depends on investments. Everyone requires financial assistance to fulfil their financial duties 

and aspirations. Investments have shown to be a successful tool for addressing a variety of global 

economic issues, and as a result, they are well recognised for their economic prowess. 

From the above literature, the identified variables were foreign direct investment (FDI), economic 

development and financial markets. An open and functional international economic system depends on 

foreign direct investment (FDI), which also serves as a significant development accelerator. However, the 

advantages of FDI are not distributed automatically and fairly among nations, industries, and local 

communities. To draw FDI to more poor nations and to fully benefit from FDI for development, national 

policies and the international investment architecture are important. Investment selections hold significant 

value for investors in the financial markets since there are numerous elements that require analysis and 

research to determine their efficacy. For this reason, this essay is crucial. Investing is not a one-and-done 

process. Regular or consistent decisions made by leaders in the public and private sectors can have a 

significant impact on long-term development goals and investment patterns. A prudent investing strategy 

is a must for future planning and efficient financial management. Making intelligent investments means 

evaluating potential investments and choosing the one with the best projected return. Numerous internal 

and external factors, including the state of the economy, market movements, and an individual's personal 

circumstances, can influence investment decisions. The status of the economy is one of the major 

variables that can affect investment decision-making. The performance of various investment types can be 

impacted by economic conditions. Due to the connectivity of national economies through international 

commerce and capital transfers, foreign capital, and more especially foreign direct investment (FDI), is 

increasing globally, supporting overall economic growth. The acceleration of globalisation, the 

development of friendly diplomatic ties between nations, and the interconnectedness of financial markets 

have all contributed to this. Nevertheless, contradictory findings were noted throughout the substantial 

body of prior research on the connection between foreign direct investment (FDI) and economic growth 

in both industrialised and developing nations. 
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