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Annotation: This article examines the multifaceted relationship between tourism and economic
development, with a particular focus on sustainable growth strategies and development pathways.
Drawing on the latest data from the World Tourism Organization (UN Tourism) and recent academic
research, the study analyzes tourism's contribution to GDP growth, employment generation, and
foreign exchange earnings in developing economies. The article explores the challenges of tourism-led
development, including economic leakages, environmental pressures, and social inequalities, while
presenting strategic frameworks for maximizing tourism's development potential. The case of
Uzbekistan's tourism sector transformation is examined as an illustrative example of a developing
economy leveraging tourism for economic diversification and sustainable development. The study
concludes with actionable policy recommendations for aligning tourism growth with the Sustainable
Development Goals (SDGs).
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Аннотация: В данной статье рассматривается многогранная взаимосвязь между туризмом
и экономическим развитием с особым акцентом на стратегии устойчивого роста и пути
развития. Опираясь на последние данные Всемирной туристской организации (UN Tourism) и
современные академические исследования, в работе анализируется вклад туризма в рост ВВП,
создание рабочих мест и поступление иностранной валюты в развивающихся экономиках. В
статье исследуются проблемы развития туризма, включая экономические утечки,
экологическое давление и социальное неравенство, а также предлагаются стратегические рамки
для максимизации потенциала туризма в целях развития. Пример трансформации
туристического сектора Узбекистана рассматривается как иллюстративный пример того, как
развивающаяся экономика использует туризм для диверсификации экономики и устойчивого
развития. В заключение предлагаются практические рекомендации для согласования роста
туризма с Целями устойчивого развития (ЦУР).
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INTRODUCTION.
Tourism has emerged as one of the world's most dynamic economic sectors and a key driver of

growth, job creation, and poverty reduction in developing economies. Prior to the COVID-19
pandemic, the sector accounted for 4% of global GDP, 7% of exports, and one in every ten jobs
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worldwide . With international arrivals reaching 96% of pre-pandemic levels by mid-2024, the
industry is on track for full recovery, reigniting discussions about tourism's role in sustainable
development .

The relationship between tourism and economic development, however, is far from
straightforward. While tourism can stimulate GDP growth, generate foreign exchange, and create
employment opportunities, it also presents challenges including economic leakages, environmental
degradation, and social disruption . The debate within the academic literature centers on whether
inbound tourism in developing countries contributes positively to national welfare, with some scholars
pointing to high import content and profit repatriation as significant constraints .

This article aims to provide a comprehensive analysis of tourism's contribution to development,
examining both theoretical frameworks and empirical evidence. The paper is structured as follows:
Section 2 reviews the theoretical foundations of tourism and development, including the tourism-led
growth hypothesis and multiplier effect models. Section 3 examines the challenges of tourism-led
development, particularly economic leakages and the "beach disease" phenomenon. Section 4 presents
the case of Uzbekistan as an illustrative example of strategic tourism development. Section 5 explores
policy frameworks for sustainable tourism investment. The conclusion offers strategic
recommendations for aligning tourism growth with sustainable development objectives.

ANALYSIS AND METHODOLOGY.
The tourism-led growth hypothesis (TLGH) posits that tourism expansion stimulates economic

growth through multiple channels. The tourism sector contributes to GDP directly through tourism
consumption and indirectly through linkages with other sectors, including agriculture, manufacturing,
and services . Studies examining African economies—specifically Egypt, Kenya, Morocco, South
Africa, Tunisia, and Uganda—have found that tourism significantly contributes to job creation,
foreign exchange earnings, and attraction of foreign direct investment (FDI) .

However, empirical evidence on the long-term relationship between tourism and GDP growth
remains mixed. Research utilizing the Method of Moment Quantile Regression (MMQR) on six
African nations found that while there is an indication of a potential relationship, it is contingent upon
the implementation of appropriate policies that stimulate the Keynesian multiplier effect . This
underscores the importance of strategic policy interventions to maximize tourism's economic benefits.

The economic impact of tourism extends beyond direct spending, generating secondary effects
through the economy. The multiplier effect measures how tourist spending circulates through the
economy, creating income and employment in related sectors. Studies on wildlife-based tourism in
rural Zambia estimated direct multipliers for output (1.10-1.27), income (0.04-0.20), employment
(6.01-35.81), and value-added (0.52-0.71) . These figures demonstrate that tourism can generate
significant employment impacts relative to direct spending.

A particularly compelling example comes from sports tourism in Kenya, where researchers found
that for every $1,000 spent by a sports tourist, a total of $3,600 is generated within the Kenyan
economy, highlighting the substantial linkages with other sectors, particularly the food system . By
2035, sports tourism could contribute an estimated $1.21 billion to $2.14 billion to Kenya's economy
annually and support the creation of up to 237,000 new jobs .

A joint report by UN Tourism and the World Tourism Alliance (2025) explores tourism's
potential to drive shared prosperity by promoting economic development, poverty alleviation, and
social inclusion, aligning with SDGs—particularly SDG 10 (reducing inequalities) . The report
emphasizes the need for robust tourism policies, adequate regulatory frameworks, partnerships, and
investment strategies to leverage tourism for equitable economic growth .
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One of the most significant challenges facing tourism development in developing economies is
economic leakage—the proportion of tourism revenue that leaves the host economy . Studies show
that leakage rates average between 40% and 50% of gross tourism earnings for small economies,
compared to 10% to 20% for most advanced and diversified economies . For instance, research in
Bhutan found that 65.5% of all food and beverages used by hotels are imported, meaning a significant
portion of tourism receipts leaves the country .

The traditional view holds that high import content undermines tourism's development potential.
However, recent theoretical analysis using general-equilibrium models suggests that the relationship is
more nuanced. Nowak and Sahli (2025) found that the intensive use of imported intermediate goods
by the tourism industry could potentially increase residents' real income during a tourism boom,
challenging the conventional wisdom . This occurs because imported inputs can complement domestic
factors of production, allowing for greater output expansion than would be possible with domestic
inputs alone .

Building on Copeland's (1991) theoretical framework, the "beach disease" model describes how a
tourism boom can lead to real exchange rate appreciation, causing contraction of traditional export
sectors and import-competing sectors while expanding non-traded sectors . This phenomenon mirrors
the Dutch disease effects observed in resource-rich economies.

Under the specific-factor model commonly used in tourism analysis, a tourism boom produces
several predictable outcomes:

1.Real exchange rate appreciation, making other exports less competitive
2.Expansion of non-traded sectors (tourism services, construction, retail)
3.Contraction of traded sectors (agriculture, manufacturing)
4.Unequal distribution of gains, with returns to specific factors in tourism capturing the

most benefit
The wage effects are ambiguous: workers may benefit from higher nominal wages but face

higher prices for non-traded goods and services. At the aggregate level, residents' welfare rises
through terms-of-trade improvement, provided there are no distortions in the economy .

Uzbekistan has identified tourism as a strategic sector for economic diversification and
sustainable development. Under the Uzbekistan–2030 strategy, the country aims to increase tourism's
share of gross domestic product from 3.5% to 7% . The number of foreign tourists is projected to
reach 20 million by 2030, up from 11 million currently . Annual exports of tourism services are
targeted to exceed $6 billion .

The Presidential Decree of May 15, 2025, established ambitious targets for 2025-2026, including
attracting 15.8 million international tourists, achieving $4 billion in tourism service exports, and
facilitating 40 million domestic traveler trips . Infrastructure development is prioritized, including
construction of 108 new hotels, 375 family guest houses, and 123 hostels .

A key element of Uzbekistan's tourism strategy is visa liberalization. In June 2025, visa-free
entry was introduced for citizens of Bahrain, Kuwait, and Oman . Negotiations are ongoing for visa-
free regimes with the United States, Russia, Kazakhstan, and Azerbaijan .

The government has adopted a targeted approach to market development, assigning regional
leaders to specific source markets including European Union countries, Russia, China, Japan, Korea,
Indonesia, Malaysia, and Gulf Arab states . This structured approach aims to diversify tourism flows
and reduce dependence on any single market.

Uzbekistan has attracted significant investment in tourism infrastructure. Visits to the United
Arab Emirates, Malaysia, Kuwait, and France in 2025 resulted in agreements on 178 projects worth
$39 billion . The country plans to attract $42 billion in foreign investment in 2025 alone .
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Infrastructure development focuses on improving transport connectivity between tourist cities,
increasing domestic flights, and reducing travel time by at least threefold . The number of four- and
five-star hotels is expected to double .

Digital solutions are playing an increasingly important role in Uzbekistan's tourism development.
New tourism platforms, electronic visas, and unified tourist cards are improving service delivery and
enhancing transparency, accountability, and competition . This digital transformation represents the
recognition of tourism as a full-fledged sector within the national economic system, progressing in
parallel with the digitalization of public services .

CONCLUSION
Tourism represents a significant opportunity for developing economies to accelerate economic

development, create jobs, and foster inclusive growth. The evidence presented in this article
demonstrates that tourism can contribute substantially to GDP growth, foreign exchange earnings, and
employment generation when supported by strategic policies and investment.

However, tourism-led development is not without challenges. Economic leakages, the "beach
disease" phenomenon, environmental pressures, and social disruption must be addressed through
careful planning and sustainable practices. The experience of countries like Uzbekistan demonstrates
how strategic policy interventions—including infrastructure investment, visa liberalization, market
diversification, and digital transformation—can maximize tourism's development potential.

The UN Tourism's emphasis on aligning tourism with the Sustainable Development Goals
provides a valuable framework for ensuring that tourism contributes to inclusive and sustainable
development. As the sector continues to recover from the pandemic and expand globally, there is an
urgent need for policies that balance economic growth with environmental protection, social inclusion,
and cultural preservation.

The following conclusion is clear: tourism can be a powerful driver of development, but
unlocking this potential requires policies rooted in sustainability, supported by good governance, and
guided by evidence-based decision-making.
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