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ECONOMIC IMPACT OF A TOURISM @ LoNOMICS
LEVY IN ENGLAND AN OXFORD ECONOMICS COMPANY

The introduction of an accommodation levy is expected to reduce visitor activity, leading to a contraction in GDP and job los ses.

England is considering a levy on overnight stays The UK already has a higher tax base than many competing destinations
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Numbers may not sum due to rounding. Total impact consists of direct, indirect, induced impacts. Impacts are presented on an ann ual basis for 2030.



Tourism Levy Impacts in England

Policy Context

Tourism levies are commonly used across Europe to generate public revenue, often alongside
preferential VAT rates for the hospitality sector. In contrast, England imposes a standard VAT
rate of 20% on accommodation with no discounted tier. As a result, the effective tax on
accommodation in England is already higher compared to many international competitors. Even
without a specific tourism tax, this existing tax structure positions England among the higher
end destinations reviewed.

This research evaluates the potential consequences of introducing a new levy onto this HyAT
baseline, seeking to quantify how additional price pressures might influence visitor behaviour
and t he s dent ecan@msc cdntoibutopn.
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Source: Tourism Alliance, Your Europe VAT rules and rates, Tourism Economics analysis.
Note: Excludes VAT applied to the tourism tax. Based on 2 people sharing a room for 2 nights in a 3star hotel.
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Scenario Analysis

In this report, we model the impact of introducing an accommodation levy in England through
3 distinct scenarios:

A Scenario 1 considers a 5% levy applied on accommodation costs, on top of VAT. This is
effectively higher than scenarios 2 or 3.

A Scenario 2 considers a £2.00 levy applied on each visitor night. As multiple guests stay
on hotel rooms, this levy is effectively higher than scenario 3.

A Scenario 3 considers a £2.00 levy applied on each room night.

The impacts on visitation and spending are compared to our baseline forecasts of tourism
activity in England over 20262030.

It is important to note that our modelling reflects the impacts of a levy applicable throughout
England. However, the policy proposal under discussion would allow local government to
choose whether they implement a levy or not.




Visitor Impacts

The introduction of an accommodation levy is projected to
influence the decision -making processes of both domestic and
international travellers.

Most visitors are expected to absorb marginal price increases, but the modelling
suggests that specific segments will exhibit notable sensitivity to these changes.
International visitors, facing higher global competition, may opt for alternative
destinations or forgo travel entirely. Similarly, domestic travellers are anticipated to
pivot toward more affordable alternatives, such as day trips or staying with friends and
relatives (VFR), to mitigate the increased cost of paid accommodation.

A 5% levy could lead to 11.9 million fewer visitor nights and £1.8
billion less in tourism spending in 2030.

Under Scenario 1 (a 5% surcharge per booking), paid accommodation nights are
forecasted to fall 11.9 million below the 2030 baseline, resulting in a £610 million
reduction in direct accommodation spend and a total tourism expenditure loss of £1.8
billion. The more conservative levy of £2 per room night in Scenario 1 is predicted to
catalyse a smaller decline, with 2.7 million fewer nights and a £395 million reduction in
total visitor spending.

Regions with a larger tourism industry will be impacted the
most, in absolute terms.

The geographic distribution of these impacts is anticipated to vary based on existing
market dynamics. While regions with robust visitor economies may see the largest
absolute declines, more affordable destinations are projected to shoulder a
disproportionate relative burden under flatee models. In these areas, a fixedate levy
represents a higher percentage of the total stay cost, exerting greater pressure on
price-sensitive travellers.

It should be noted that these findings are modelled primarily as a function of price
elasticity. In practice, the total impact may be amplified by administrative complexities
and the psychological deterrent of perceived "travel taxes". Consequently, these
figures are viewed as conservative estimates, and the actual contraction in visitor
activity could exceed these modelled projections.

Nights in paid
accommodation

Scenario 1 -11.9M

Scenario 2 -5.9M

Scenario 3 -2.7TM

Source: Tourism Economics
Note: in £ current prices, may not sum due to rounding.

Accommodation
spending

-£610M

-£291M

-£136M

Total Tourism
Spending

-£1.8B

-£846M

-£395M




Wider Economic Impacts

A reduction in tourism spending affects the wider
economy, impacting GDP, employment, and investment.

The forecasted reduction in tourism expenditure is projected to resonate throughout
the wider economy, driven by weakened suppkghain demand (indirect impacts) and
diminished household spending resulting from labour market adjustments (induced
iImpacts). The severity of thesealisruptions scales with the magnitude of the levy.

A Scenario 1: A 5% per accommodation levy is forecasted to catalyse a £2.2 billion
contraction in GDP and a loss of nearly 33,000 jobs in 2030. Under this model,
business investment is expected to fall £101 million below the baseline. Although
gross tax collections are anticipated to reach £1.6 billion, the net fiscal gain is
projected at a more moderate £907 million once £688 million erosion in wider
tourism-related tax activity is considered.

A Scenario 2: A £2.00 per-person-night levy is estimated to trigger a £1.1 billion
GDP contraction and a reduction of nearly 16,000 jobs in 2030, with sectoral
investment expected to decline by £48 million. Despite a projected tax volume of
£766 million, the decline in broader economic activity is anticipated to result in a
£326 million tax loss, bringing the net fiscal impact down to £441 million.

A Scenario 3: A £2.00 perroom-night levy is estimated to result in a £496 million
GDP deficit andover 7,000 job losses by 2030, alongside a £22 million reduction
in sectoral investment. While the levy is projected to generate £361 million in gross
receipts, the net fiscal benefit is estimated at a more moderate £209 million after
accounting for a £152 million erosion in existing visitdmked tax revenues.
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Economic Impact of a Tourism Levy in England
nominal prices, in 2030

Scenario 1 Scenario 2 Scenario 3

5% per accom . £2.00 per person per £2.00 per room per
booking night night

GDP -£2.2B -£1.1B -£496M
Jobs -33,000 -16,000 -7,000
Investment -£101M -£48M -£22M

Gross tax
collection

Tax erosion

Net tax
Impact

Source: Tourism Economics
Note: In nominal (current) prices, figures may not sum due to rounding and represent annual impacts
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| Introduction

Following recent developments in Scotland and Wales to introduce tourism
levies, the UK Government is consulting on devolving powers to local areas
to introduce a levy in England. In this contextJKHospitalitycommissioned
Tourism Economics, an Oxford Economics company, to evaluate the potential

economic implications of such a policy fo

wider UK economy.

This report assesses how an accommodation levy could affect visitor
behaviour, tourism spending, and wider economic activity over 202@030."
The analysis focuses on how higher overnight costs may influence travel
demand and how responses vary depending on the scale and design of the
levy. The modelling framework centres on behavioural effects and does not
incorporate the potential administrative or operational costs associated with
implementing and collecting the levy.

Chapter 2 outlines the policy context, reviewing tourism levy and VAT rules in

key comparator markets to assess Engl and®:

establishes the baseline outlook for
of a levy, consistent with the UN 2008 Tourism Satellite Account framework.
Then it sets out the modelling approach and estimates the impacts of three

levy scenarios on visitor volumes and tourism expenditure. Chapter 4

assesses the wider macroeconomic implications, including effects on GDP,
investment, employment, and tax revenues across the UK.

All monetary values are presented in current prices unless otherwise stated
and are rounded for clarity. Detailed results and modelling assumptions are
provided in the appendix.

*Note: We acknowledge that the policy would not take effect immediately in 2026 and that its
impacts would be realised gradually. Consequently, we have presented the estimated annual
impacts for 2030 as the headline figures throughout the report.

Engl
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Introduction

-specific levy, its standard 20% VAT
-tax baseline that, when combined with a
significantly
competitiveness compared to destinations that utilise lower hospitality VAT rates to
offset such taxes.

While England does not currently have a tourism
rate on accommodation already creates a high
potenti al new | evy, coul d

Tourism levies are a common fiscal tool used internationally to generate public revenue, typically
structured as a flat nightly fee or a percentage of the accommodation cost. A key feature of the
global landscape is that these levies frequently coexist with preferential VAT rates for the
hospitality sector. This integrated tax approach is often designed to balance local revenue
generation with the maintenance of a destination's overall price positioning.

Comparative Analysis

When assessing the global landscape, destinations can be categorised into four distinct
archetypes based on the relationship between national VAT and local tourism levies. This
benchmarking reveals that England®s current

A The Offset Model (Low VAT / High Levy): Destinations such as Berlin, Dubai, Las Vegas,
New York and Barcelona utilise a low VAT or sales tax base (often10%) as a "buffer." This
allows for higher, more visible tourism levies (> 5%) to fund city infrastructure without
making the total cumulative cost prohibitive for the traveller.
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reduce

A The Competitive Entry Model (Low VAT / Low Levy): Markets like Lisbon and Tiirkiye
prioritise high-volume growth. By keeping both VAT and levies low, they minimise "tax
friction" and maximise appeal to pricesensitive segments.

A The Balanced Model (Medium VAT / Low Levy): In jurisdictions like Greece and
Dubrovnik, where national VAT is comparably higher (> 10%), local authorities intentionally
limit tourism levies to prevent the effective tax on accommodation from reaching levels that
would deter international visitors.

A The Compounding Model (High VAT base / Additional Levy):  The UK destinations
(Edinburgh, Wales, England) operates under a standard 20% VAT rate on accommodation
with no discounted tier. Introducing a levy here is expected to result in a "compounding”
effect, where new taxes are layered directly onto an already higtax baseline without the
offsets seen in other archetypes.

Given that international tourism demand is price sensitive and highly substitutable across
destinations, differences in effective tax rates can influence market share over time. Maintaining
price competitiveness in key inbound markets is important, particularly as the UK competes with
European destinations that often apply lower indirect tax burdens to tourism services.
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Source: Tourism Alliance, Your Europe VAT rules and rates, Tourism Economics analysis

Note: Figures represent the cumulative impact of VAT and tourism levies on the base room
rate; calculations exclude VAT applied directly to the tourism levy itself. Based on 2 people
sharing a room for 2 nights in a 3 -star hotel.



Case Study - Florence

In 2011, Italy allowed its municipalities to raise revenue from a tax on tourist
accommodation, and Florence implemented it the same year. Since then,

international tourism to the city  has grown at a slower rate than Western Europe.

Italy allowed its municipalities to levy a tax on tourism accommodation in 2011. Tuscany was
one of the first regions to implement
5-star hotel stays, -staohoteln mntheyeavauntit 2019, this waso r
rai sed mar gi n-athrhotels,tremnaining flabfor Bstarstayks. Over the same

period, nights from international visitors to Florence and Italy grew as a slower rate when

compared to the Western Europe as a whole.

FIl orence increased its tour i sstarhotls, effeative fraddn per
April 2023. This was done to deter some visitors and prevent overcrowdirgduring the peak

season. Over the 20192025 period, Italy has recovered faster than Western Europe

Florence was hit particularly hard in 2020 when stringent travel restrictions were introduced,

and it has not yet fully recovered to its prgpandemic level as of 2025.

International nights in paid accommodation
Compound Annual Growth Rate, %
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Source: Global City Travel by Tourism Economics
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Case Study - Berlin

Berlin introduced a 5% levy on leisure stays in the city from 2014. Over the next five
years Berlin®s growth rate sl owed while gr owi

At the beginning of 2014, Berlin introduced a 5% charge on paid accommodation. Its scope

was limited to leisure stays only, applied before VAT and excluded any nascommodation

itefis spch as brgakfass and nminibagr.Ht the aaxtdive geard, interhatiamahtraveutd Berlil 0 1 1 o
decelerated, but still grew faster than Western Europe.

After covid, the levy grew in both scope and level. From April 2024, the charge was
expanded to include business travellers, and from January 2025 the rate increased to 7.5%,
making it the highest in Germany.

P € HRrqH8 sahé derioll, IntBrRationd! tPaliel td BeMirhas struggled to recover to its pre

pandemic level. The number of international nights in 2025 remained 22% below the level
seen in 2019. This should be interpreted in the context of a weaker recovery of travel to
Germany as a whole, expected tdinish 2025at 7% below 2019 levels.

International nights in paid accommodation
Compound Annual Growth Rate, %
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UK Policy Discussion

Tourism levies are not currently charged in England, but statutory levies are being

introduced in other parts of the UK, with proceeds collected and spent locally. Scotland

and Wales have legislated to give local authorities powers to impose tourism levies on
overnight stays, reflecting growing interest in using such taxes to fund tourism -related
services and infrastructure.

In Scotland, the Visitor Levy (Scotland) Act 2024 gives local authorities the discretionary power
to impose a charge on overnight accommodation. The Act received Royal Assent on 5 July
2024 and allows councils to design and implement their own levy schemes, setting the rate and
scope of application. Edinburgh has announced it will introduce a visitor levy of 5 % on paid
accommodation stays from 24 July 2026.

In Wales, the Visitor Levy legislation has been passed by the Senedd and grants councils the
option to introduce a perperson, pernight charge?® proposed at £1.30 for most
accommodation and £0.75 for hostels and campsite§ with implementation possible from April
2027 after consultation with local communities and businesses. Proceeds are intended to be
reinvested locally to support tourism infrastructure, facilities, and sustainable tourism
development.

By contrast, in England there is currently no statutory power for central or local government to
Impose a tourism levy. Proposed measures to grant powers to mayors and local authorities to
introduce overnight visitor levies have been under consultation, but no final regulations or
implementation timelines have been confirmed. Manchester and Liverpool city regions have
used Business Improvement District (BID¥tyle funding mechanisms to generate tourism

related resources within defined areas, but these are not tourism taxes per se and do not confer
the same statutory levy powers.

Levy proceeds are generally intended for local reinvestment in tourism infrastructure and

services. In Scotland and Wales, legislation requires local authorities to account for these funds
separately to ensure they benefit the visitor economy. However, the definition of "tourisetated"”
expenditure Iis a point of debate; for exampl e,
sector-support measure has met with industry scepticism. This highlights broader concerns

regarding "additionality® the risk that levy revenue might be used to fund general council duties

rather than providing transparent, ringfenced investment for the industry.

The design, application, and collection of these levies raise important considerations for pricing,
market competitiveness, andeconomic burden, which are explored in subsequent sections.
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