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Abstract: Medical tourism has emerged as a significant contributor to economic growth and foreign exchange
earnings for developing economies. This paper examines the impact of medical tourism on economic growth and
foreign exchange earnings during the 2019-2021 period, a timeframe marked by pre-pandemic peak performance and
subsequent COVID-19 disruption. Through analysis of secondary data from India, Malaysia, and other key
destinations, the study finds that medical tourism generated substantial foreign exchange earnings—approximately
USD 6 billion for India and USD 1.7 billion (RM1.7 billion) for Malaysia in 2019—with severe contractions of 50-80%
in 2020 due to travel restrictions. The paper presents a comparative analysis of medical tourist arrivals, revenue
trends, and foreign exchange contributions, demonstrating that medical tourism serves as a critical foreign exchange
earner and employment generator. Empirical evidence from cross-country panel data supports that a one-point
increase in health tourism revenues as a percentage of GDP causes an increase of 4.93% in GDP growth rate. The
research concludes that while COVID-19 severely impacted the sector, medical tourism remains a viable economic
diversification strategy for developing nations, with India projected to reach USD 13 billion by 2026.
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I. INTRODUCTION
1.1 Background
Medical tourism, defined as the cross-border movement of patients seeking healthcare services combined with travel
experiences, has emerged as a rapidly growing segment of the global economy. The global medical tourism market was
valued at approximately USD 70-75 billion in 2019, reflecting the increasing propensity of patients from developed
nations to seek affordable, high-quality medical care in developing countries . India, Malaysia, Thailand, Singapore,
and Turkey have positioned themselves as leading destinations, leveraging cost advantages, skilled medical
professionals, and internationally accredited healthcare facilities.
The economic significance of medical tourism extends beyond direct healthcare revenues. It generates foreign exchange
earnings, creates employment across healthcare and hospitality sectors, stimulates infrastructure development, and
enhances a nation's global reputation as a healthcare hub . For developing economies facing healthcare infrastructure
challenges and foreign exchange constraints, medical tourism presents a dual opportunity: addressing domestic
healthcare capacity while earning valuable foreign currency .

1.2 Research Problem

The period 2019-2021 represents a critical juncture for medical tourism research. In 2019, the sector reached its pre-
pandemic peak, with India attracting 697,453 medical tourists and generating approximately USD 6 billion in revenue .
Malaysia recorded RM1.7 billion (USD 0.4 billion) in healthcare travel revenue during the same year . However, the
COVID-19 pandemic caused unprecedented disruption, with international travel restrictions and healthcare system
strain leading to dramatic declines in medical tourist arrivals—India recorded only 182,945 medical tourists in 2020, a
decline of approximately 74% from 2019 levels .
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1.3 Research Objectives
This paper aims to:
1. Examine the contribution of medical tourism to economic growth and foreign exchange earnings in recipient
countries during 2019-2021
Assess the impact of the COVID-19 pandemic on medical tourism revenues and tourist arrivals
Analyze the recovery trajectory of the sector through 2021
Provide empirical evidence on the relationship between medical tourism and economic growth indicators

B

1.4 Research Questions
1. What was the economic contribution of medical tourism to GDP and foreign exchange earnings in key
destination countries during 2019-2021?
How did the COVID-19 pandemic affect medical tourist arrivals and revenue generation?
What evidence exists for the relationship between medical tourism revenues and economic growth?
What factors determine the economic impact of medical tourism on recipient countries?

B

II. LITERATURE REVIEW

2.1 Conceptual Framework of Medical Tourism
Medical tourism encompasses the provision of cost-effective medical care to inbound international patients, delivered
through collaboration between healthcare providers and tourism industry stakeholders . The sector attracts patients
seeking treatments ranging from cardiac surgery and orthopedics to organ transplants and fertility treatments, often at
costs significantly lower than in their home countries .
Key factors driving medical tourism include:

e Cost advantages: Treatment costs in destinations like India are typically 60—80% lower than in Western

countries

e Quality of care: Internationally accredited hospitals with state-of-the-art technology

o  Skilled workforce: English-speaking, foreign-trained medical professionals

e Reduced waiting times: Immediate access to procedures requiring long waits in developed countries

e Complementary services: Integration with wellness tourism (Ayurveda, yoga, traditional medicine)

III. RESEARCH METHODOLOGY

3.1 Research Design
This study employs a descriptive research design based on secondary data analysis, following the methodological
approach used in comparative studies of medical tourism economics . The research utilizes published data from national
and international health and economic agencies, including government statistics, international organization reports, and
academic databases.
3.2 Data Sources
Data were collected from:

e Government sources: Ministry of Tourism (India), Bureau of Immigration (India), Malaysia Healthcare

Travel Council

e International databases: World Tourism Organization, International Medical Travel Journal

e Academic literature: Peer-reviewed journals indexed in Scopus and Web of Science

e Industry reports: Euromonitor International, FICCI reports
3.3 Data Analysis Methods
The study employs:

1. Descriptive analysis: Trends in medical tourist arrivals and revenue generation

2. Comparative analysis: Pre-pandemic (2019) vs. pandemic period (2020-2021) performance

3. Quantitative synthesis: Integration of empirical findings from panel data studies
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4. Table-based presentation: Systematic organization of key indicators
3.4 Scope and Limitations
The study focuses primarily on India as a leading medical tourism destination, with comparative references to Malaysia
and other key markets. Limitations include:

e  Absence of standardized international data on medical tourism revenue

e  Variability in definitions of "medical tourist" across countries

e Limited availability of 2021 final data during the research period

IV. RESULTS AND FINDINGS
4.1 Medical Tourist Arrivals: India 2018-2021
Table 1: Foreign Tourist Arrivals in India for Medical Purposes (2018-2021)

Year Total FTAs in India FTAs for Medical Purposes Percentage Change
2018 10,930,355 640,798 —

2019 10,930,355 697,453 +8.8%
2020 2,744,766 182,945 -73.8%
2021 1,527,114 303,526 +65.9%

Source: Bureau of Immigration, Ministry of Tourism, Government of India
Interpretation: India experienced a steady increase in medical tourist arrivals from 640,798 in 2018 to 697,453 in 2019,
representing 8.8% year-on-year growth. The COVID-19 pandemic caused a dramatic decline of 73.8% in 2020, with
arrivals falling to 182,945. A partial recovery occurred in 2021, with arrivals increasing by 65.9% to 303,526, though
still representing only 43.5% of 2019 levels.

4.2 Key Source Markets for Medical Tourism in India (2019)
Table 2: Top Ten Source Countries for Medical Tourists to India (2019)

Rank Country 2018 2019 2020 2021
1 Bangladesh 322,567 401,228 99,155 186,633
2 Iraq 59,258 56,310 16,647 15,357
3 Maldives 13,595 50,978 11,055 22,798
4 Afghanistan 46,811 33,004 16,185 19,556
5 Oman 27,528 22,393 4,328 7,610
6 Yemen 11,859 16,671 4,111 4,612
7 Sudan 8,673 8,908 2,763 3,908
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Rank Country 2018 2019 2020 2021
8 Kenya 8,037 7,841 2,041 3,423
9 Nigeria 5,660 6,999 2,028 2,914
10 Tanzania 5,236 5,192 1,637 2,194

Source: Bureau of Immigration, Ministry of Tourism, Government of India

Interpretation: Bangladesh dominated medical tourist arrivals to India in 2019 with 401,228 patients, accounting for
57.5% of all medical tourists. Iraq, Maldives, and Afghanistan constituted the next largest markets. The 2020 pandemic
resulted in significant declines across all source markets, with Bangladesh falling to 99,155 (a 75.3% decline).
Recovery was strongest in Bangladesh and Maldives by 2021.

4.3 Global and Indian Medical Tourism Market Value (2019-2021)
Table 3: Global and Indian Medical Tourism Market Value (USD Billion)

Year Global Market Indian Market India's Share of Global Indian Market Change

2019 70-75 6.0 ~8.0% —

2020 50-55 3.0 ~6.0% -50.0%
2021 60-65 4.0 ~6.5% +33.3%
2022 70-75 5.5 ~7.5% +37.5%

Source: Comparative Analysis, African Journal of Biomedical Research
Interpretation: The Indian medical tourism market contracted sharply from USD 6.0 billion in 2019 to USD 3.0 billion
in 2020—a 50% decline—slightly worse than the global average decline of 25-30%. Recovery began in 2021 with the
market reaching USD 4.0 billion, though still 33.3% below 2019 levels. India's share of the global market declined
from 8% in 2019 to 6% in 2020-2021.

4.4 Foreign Exchange Earnings from Medical Tourism: India 2010-2021
Table 4: Foreign Exchange Earnings from Medical Tourism in India (USD Million)

Year Foreign Exchange Earnings Year Foreign Exchange Earnings
2010 780 2016 1,800
2011 890 2017 2,100
2012 1,100 2018 2,600
2013 1,250 2019 3,000
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Year Foreign Exchange Earnings Year Foreign Exchange Earnings
2014 1,450 2020 3,800
2015 1,600 2021 5,000

Source: Impact of Medical Tourism on Indian Economy
Note: The significant increase in 2020-2021 figures appears to reflect inclusion of broader health-related travel
expenditures, as official government sources note that the Ministry of Tourism does not separately maintain data on
revenue from medical tourists .
Interpretation: Foreign exchange earnings demonstrated consistent growth from 2010 to 2019, increasing 285% from
USD 780 million to USD 3.0 billion. The 2020-2021 reported increases are likely attributable to expanded
measurement scope and should be interpreted with caution.

4.5 Malaysia Medical Tourism Revenue (2019-2022)
Table 5: Malaysia Medical Tourism Revenue (RM Million)

Year Total Malaysia Revenue ~ Penang Revenue Penang % of Malaysia
2019 1,700 (USD 400M) 730 (USD 166M) ~50%
2020 777 N/A N/A
2021 585 66 ~11%
2022 1,000 (target) 285 ~28%

Source: Malaysia Healthcare Travel Council (MHTC), Penang Centre for Medical Tourism
Interpretation: Malaysia's healthcare travel revenue declined from RM1.7 billion in 2019 to RM777 million in 2020 and
RMS585 million in 2021, reflecting the severe pandemic impact. Penang, traditionally generating approximately 50% of
Malaysia's medical tourism receipts, saw revenue fall from RM730 million in 2019 to RM66 million in 2021,
representing a 91% decline. The recovery began in 2022 with Penang recording RM285 million in revenue.

4.6 Medical Tourism Revenue and GDP Relationship
Table 6: Comparative Analysis of Medical Tourism Revenue and GDP (2019-2021)

2020 MT 2021 MTV
Country 2019 MTV Revenue v GDP Impact
Revenue Revenue
: _ [
India USD 6.0B USD 3.0B USD 4.0B Estimated 0.5-0.8% GDP
contribution
3 _ 0
Malaysia USD 0.4B USD 0.18B USD 0.13B Estimated 0.3-0.5% GDP
contribution
.. N/A t : D . . .
Nigeria (outbound: US N/A N/A Negative (capital flight)

1.1B)
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Sources: Compiled from India Ministry of Tourism, MHTC, Afreximbank
Note: Nigeria's outbound medical tourism is estimated at USD 1.1 billion annually, representing a significant foreign
exchange drain. The continent collectively loses approximately USD 7 billion annually to outbound medical tourism .

V. DISCUSSION AND ANALYSIS

5.1 COVID-19 Impact on Medical Tourism Sector
The COVID-19 pandemic caused unprecedented disruption to the medical tourism sector, affecting both demand and
supply sides. The 73.8% decline in Indian medical tourist arrivals in 2020—from 697,453 to 182,945—illustrates the
vulnerability of the sector to external shocks. This decline was more severe than the overall decline in international
tourism, likely reflecting the heightened health risks and travel restrictions associated with healthcare-seeking behavior.
The 2021 partial recovery (65.9% increase) indicates the sector's resilience, driven by:

e  QGradual easing of travel restrictions

e Pent-up demand for medical procedures delayed during the pandemic

e Competitive advantages of Indian healthcare (cost, quality, English-speaking professionals)

e  Government support through e-medical visa facilitation
5.2 Economic Growth Implications
The empirical evidence from cross-country studies strongly supports the positive relationship between medical tourism
and economic growth. Agazade's finding that a one-point increase in health tourism revenues causes a 4.93% increase
in GDP growth rate demonstrates the sector's substantial economic multiplier effect .
For India, the medical tourism sector contributed approximately USD 6 billion to the economy in 2019, representing
approximately 0.2-0.3% of GDP. The sector's contribution extends beyond direct revenue to include:

e Employment generation across healthcare and hospitality sectors

e Foreign exchange earnings diversification

e  Healthcare infrastructure investment
Enhanced global reputation and soft power
5.3 Foreign Exchange Earnings Dynamics
Medical tourism serves as a critical foreign exchange earner, particularly for developing economies facing current
account deficits. India's foreign exchange earnings from medical tourism grew 285% between 2010 and 2019, from
USD 780 million to USD 3.0 billion. This growth reflects:

1. Increasing global recognition of Indian healthcare quality

2. Competitive cost advantage (60-80% lower than Western countries)

3. Expanding medical infrastructure and accreditation

4. Strategic government promotion and visa facilitation
5.4 Destination Competitiveness Factors
The success of countries like India and Malaysia in medical tourism can be attributed to several factors:
Cost Leadership: Treatment costs in India are significantly lower than in Western countries, with cardiac surgery
costing approximately USD 5,000-8,000 in India compared to USD 30,000-50,000 in the US.
Quality Assurance: Joint Commission International (JCI) accredited hospitals, advanced medical technology, and

internationally trained physicians.

Government Support: National strategies and roadmaps for medical tourism (e.g., India's National Strategy and
Roadmap for Medical and Wellness Tourism), e-medical visa facilitation, and institutional frameworks .

Integration with Wellness Tourism: India's unique offering of Ayurveda, yoga, and traditional wellness systems
provides holistic health solutions .

Strategic Geography: Southeast Asian and South Asian destinations benefit from proximity to major source markets
(Middle East, Africa, South Asia).
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VI. CONCLUSION

The study concludes that medical tourism has emerged as a significant contributor to economic growth and foreign
exchange earnings by attracting international patients seeking affordable, high-quality, and timely healthcare services.
The expansion of this sector has generated substantial revenue not only for hospitals and healthcare providers but also
for allied industries such as hospitality, transportation, pharmaceuticals, wellness services, insurance, and tourism.
Increased inflows of foreign patients have strengthened foreign exchange reserves, improved the country's balance of
payments, and created employment opportunities across skilled and semi-skilled sectors. The study further indicates
that investments in advanced medical infrastructure, internationally accredited hospitals, highly qualified healthcare
professionals, and digital health technologies have enhanced the global competitiveness of medical tourism
destinations. Government initiatives, simplified medical visa procedures, effective digital marketing, and public-private
partnerships have further accelerated the growth of this industry. However, challenges such as disparities in healthcare
accessibility, regulatory inconsistencies, infrastructure limitations, and quality assurance require continuous policy
attention to ensure sustainable development. The findings emphasize that a well-planned and inclusive medical tourism
strategy can significantly contribute to national economic development while maintaining equitable healthcare
standards for domestic populations. Therefore, strengthening healthcare infrastructure, promoting international
accreditation, enhancing patient safety, improving service quality, and adopting innovative marketing strategies will
further increase foreign patient inflows, boost foreign exchange earnings, and establish the country as a globally
preferred destination for high-quality, affordable medical care.
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