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Atrticle Info Abstract

The tourism industry, as one of the key pillars of economic growth, job creation, and
sustainable development, is significantly influenced by macroeconomic factors such
as financial development, international trade, and investment. This study focuses on
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Received: BRICS member countries and, in light of Iran’s recent accession to this economic bloc,
13-03-2025 examines the impact of these three critical variables on international tourism growth

over the period 1997 to 2020. Aiming to more precisely identify and analyze the
Accepted: mechanisms through which BRICS dynamics affect tourism, the study also compares
08-07-2025 these influences with those in developed countries and offers practical policy

recommendations for Iran. Employing panel data analysis, the findings indicate that
Keywords: international trade, financial development, and foreign direct investment have a
International Tourism  positive and significant impact on tourism growth. The results suggest that intra-
Financial BRICS cooperation—including trade facilitation, financial development, investment
Development flows, and the role of financial institutions such as the New Development Bank—can
International Trade specifically enhance the tourism sector in member states. Furthermore, the study draws
Foreign Direct on the successful experiences of BRICS countries in attracting foreign investment and
Investment (FDI) developing tourism to identify the current challenges facing Iran. It provides clear
BRICS Countries policy suggestions to maximize the opportunities presented by BRICS membership,
Iran enabling Iran to secure a fair share of the expanding global tourism market. Member

cooperation through increased joint investment in infrastructure improvement,
technology transfer, and enhanced competitiveness is strongly recommended. The
study also suggests that Iran should focus on institutional reforms, easing investment
regulations, strengthening the financial system, and strategically leveraging BRICS
cooperation mechanisms to lay the groundwork for sustainable tourism development.
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1. Introduction

Tourism has emerged as one of the world’s largest and fastest-growing industries, playing a crucial role not only
in generating income and employment but also in strengthening cultural, economic, and diplomatic ties among
nations. The 2015 World Tourism Day, celebrated under the theme “One Billion Tourists, One Billion
Opportunities,” highlighted tourism’s immense economic potential. By 2023, global tourist numbers exceeded 1.3
billion, with tourism accounting for 7% of global exports and ranking among the top five global economic sectors.

International tourism’s growing contribution to long-term economic growth is attributed to its foreign
exchange earnings, stimulation of infrastructure and human capital investment, enhanced competitiveness, and its
impact on human development and employment creation. For many low-income countries, particularly 40 of the
world’s poorest, tourism is the most important source of foreign exchange after oil.

BRICS nations (Brazil, Russia, India, China, and South Africa) have become increasingly significant tourism
destinations in recent years, thanks to their rich natural and cultural assets and large, emerging economies.
However, these countries also face unique financial, trade, and investment challenges that can hinder tourism
growth. Understanding how macroeconomic variables such as financial development, trade expansion, and foreign
direct investment influence tourism is especially relevant within the BRICS context. For a newly admitted member
like Iran—facing international sanctions and economic volatility—leveraging both direct and indirect foreign
investment mechanisms can be a strategic entry point for international financial engagement. Instruments like
tourism bonds, project-based investment funds, and cooperation with the BRICS New Development Bank offer
key opportunities. Additionally, efforts to de-dollarize trade and enhance intra-BRICS financial cooperation can
open new avenues for investment and tourism development.

The central question of this study is how financial development, trade growth, and foreign direct
investment—uwithin the framework of BRICS cooperation—affect the tourism industry, particularly considering
Iran’s potential. This research addresses a significant gap in the literature by exploring these dynamics in the
context of BRICS and identifying actionable insights for Iran to capitalize on its membership and advance its
tourism sector.

2. Literature Review

BRICS, comprising Brazil, Russia, India, China, and South Africa, represents a major economic and political bloc
with a significant share of global GDP and population. Its primary aim is to enhance strategic, financial, and
economic cooperation among member states. Within this framework, BRICS has also provided a platform to
facilitate tourism and

attract foreign investment by promoting connectivity and mutual support among members. BRICS
membership has significantly boosted inbound tourism for all member countries. India experienced the highest
relative growth at 11.77%, while China and Russia attracted the highest overall visitor numbers. Notably, China's
tourist arrivals grew from 126 million in 2009 to over 162 million in 2019, and India's numbers increased from 5.1
million to 17.9 million. This growth can be attributed to factors such as relaxed visa regimes, bilateral tourism
agreements, and financial backing for tourism infrastructure by member states. BRICS membership has facilitated
a safer, more integrated investment environment, particularly benefiting from Chinese capital flows. Between
2009 and 2019, over 220 Chinese investment projects were recorded across BRICS countries. Financial institutions
like the New Development Bank (NDB) and the Asian Infrastructure Investment Bank (AlIB) have supported
transportation and hospitality projects. For sanctioned economies like Iran, BRICS Pay offers a strategic alternative
for international financial transactions.

BRICS nations have implemented progressive legal reforms to attract foreign direct investment (FDI) in
tourism, including China’s FDI law, India’s 100% foreign ownership policy, and Russia’s special economic zones.
For Iran, joining BRICS could unlock financial resources, enhance legal infrastructure for tourism investment, and
stimulate intra-BRICS tourism through visa facilitation. Policy recommendations include aligning with BRICS
mechanisms, revising FDI laws, establishing tourism free zones, and actively engaging with BRICS development
banks.
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3. Methodology

This study utilizes panel data covering the period from 1997 to 2020, with all variables extracted from the World
Bank database. The dependent variable is international tourist arrivals (TUR), while the key independent variables
include financial development (FIN), trade openness (TRAD — trade as a percentage of GDP), and foreign direct
investment (FDI). These variables are grounded in economic growth theory, which posits that financial
development, trade, and FDI significantly contribute to economic growth and, consequently, to the expansion of
international tourism. Following Hasan et al., financial development (FIN) is measured by the ratio of broad money
(M3) to GDP for all BRICS countries. Broad money (M3) reflects the strength of the banking system in the
economy and is commonly used as an indicator of financial depth. In contrast, narrower monetary aggregates such
as M1 and M2 are considered weaker proxies, as they mainly capture the financial system's capacity for
transactional services rather than its ability to channel funds from savers to borrowers through instruments like
bonds and credit. The empirical methodology employed in this study is based on panel data analysiswhich involves
observations across multiple cross-sectional units (N countries) over a defined time period (T years). A standard
panel data model is represented as follows:

K
Yie = a; + Z BjitXjic + Uit
j=1

TUR;; = f{FIN;.,FDI;;, TRAD; .}
In the context of this research, the functional form of the tourism model is expressed as:

LnTUR = ﬁlit + ﬁZithFINit + ﬁ3ithTRADl't + ﬁ4ithFDIl't+ai + 5“;

4. Result

BRICS Trade, Finance, and FDI as Growth Drivers: Empirical findings highlight that trade openness has the
strongest positive impact on foreign tourism in BRICS countries, followed by financial development and FDI,
which supports tourism infrastructure. These elements are key drivers of tourism-led growth in the bloc. Policy
Recommendations for Iran: Despite Iran’s rich cultural and natural potential, structural barriers such as
international sanctions, legal ambiguities, infrastructure gaps, and financial transfer restrictions hinder FDI in
tourism. Key solutions include strengthening BRICS financial partnerships, enhancing legal transparency, and
targeting investment in high-potential ecotourism and heritage zones. Leveraging BRICS Best Practices: Iran can
draw from BRICS experiences — China's infrastructure financing, India’s digital tourism marketing and e-visa
reforms, South Africa’s sustainable ecotourism models, and mega-event strategies from Brazil and Russia — to
develop tailored investment packages, improve global image, and foster inbound tourism from BRICS nations.

5. Conclusion

In recent decades, BRICS countries have emerged as major players in the global tourism industry, leveraging their
natural, cultural, and economic assets. However, the sustainable growth of tourism in these nations is closely linked
to macroeconomic variables such as financial development, international trade, and foreign direct investment
(FDI). This study employs panel data analysis from 1997 to 2020 to examine the role of these factors in shaping
international tourism trends in BRICS countries, while also assessing the influence of BRICS membership on these
dynamics.

The results highlight the significant contribution of international trade—particularly the export of tourism-
related services such as transport, accommodation, and insurance—to tourism growth within BRICS. FDI has
further supported this growth by enhancing infrastructure, improving service quality, transferring technology, and
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developing international tourism brands. The positive impacts of FDI and financial development are especially
pronounced in China and India, which have more advanced financial markets. Access to financial resources has
proven essential for funding tourism projects and sustaining long-term growth in the sector.
A comparative analysis of pre- and post-membership data suggests that joining BRICS has created an enabling
environment for stronger economic ties, increased tourism investment, and more seamless intra-BRICS trade.
Financial mechanisms such as the New Development Bank (NDB) and alternative payment systems like BRICS
Pay offer strategic tools for countries facing international sanctions, such as Iran, to bypass conventional barriers
and stimulate tourism-related development.

For Iran, leveraging the financial, trade, and investment capacities of BRICS could play a vital role in
revitalizing its tourism sector under current global constraints. The study recommends enhancing service exports,
developing special tourism zones in strategic regions like the Persian Gulf and the Caspian coast, improving
infrastructure, and building a national tourism brand. Public-private partnerships, increased FDI in tourism
infrastructure, and intergovernmental cooperation in transport, travel insurance, and workforce training are also
critical. If effectively implemented, these strategies could deepen lIran's integration into the BRICS tourism
network and contribute to broader economic resilience and reduced dependence on domestic resources.
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