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Tourism and the UK’s Economic Recovery

Tourism is one of
the UK’s largest and
best performing industries.
The UK tourism industry is made up of a vibrant mix of 250,000
inbound, outbound and domestic travel and tourism businesses
that are integrally linked to one another, often utilising the
same infrastructure, consumer base and regulatory framework.
Together, these businesses make the tourism industry the UK’s
third largest employer, providing jobs for 3.1m people (over 9.6%
of the UK workforce) and contributing £127bn to the UK economy
(9% of GDP).

Tourism is
the UK’s third
largest employer.

The size and the importance of tourism was recognised in 2010
when, at the height of the recession, the Government identified
tourism as one of six key industries that could provide much needed
employment and growth to reshape and rebalance the UK economy.
The tourism industry’s ability to rise to that challenge has been proven by recent
research by the Office for National Statistics which has found that, since 2009, the
UK tourism industry has:
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Estimates of the Economic Importance of Tourism,
Office for National Statistics, 2014

• Provided growth at a faster rate than most other industries
• Provided additional employment at almost twice the rate of
other industries
• Increased export earnings by 26.5% to £24bn pa
Even more impressively, the ONS found that in the three years between 2010 and
2013, the tourism industry provided almost a third of the additional 900,000 jobs that
were created in the UK.
And unlike other industries, these jobs were distributed throughout the UK – across
rural, urban and seaside communities – with all regions now having at least 90,000
people working in the tourism industry.
The tourism industry has also been instrumental in tackling areas of “problem
unemployment”. For example, with 39% of employees under the age of 30, tourism is
leading efforts to reduce youth unemployment and provide school-leavers with the
skills they need to start their career.
This level of performance has led the ONS to report to Government that:

“tourism is one of the industries which has helped support the
UK economy since the economic downturn in 2008.
Estimates of the economic importance of tourism, ONS, 2014

Tourism Opportunities
Even though the tourism industry has been at the
forefront of the UK’s economic recovery, there are two
factors that indicate that significant opportunities for
further growth remain.
First, the global tourism market is continuing to expand with the United Nations
World Tourism Organisation predicting that global tourism demand will increase
66% by 2030.
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Most significantly, it predicts that almost half of this coming from the BRIC countries,
with the explosion of growth from the Chinese market continuing unabated.
UNWTO Tourism Towards 2030: Actual trend and forecast 1950-2030
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Second, the World Economic Forum ranks the UK’s tourism industry as the
5th most competitive in the world, meaning that we are ideally placed to benefit
from this growth provided that we adopt policies that encourage investment and
facilitate travel.
However, there are a range of obstacles that need to be addressed for the UK
tourism industry to provide these benefits. In 17 of the UK’s top 20 source markets,
the UK’s share of outbound tourism has decreased over the last five years while the
gains to domestic tourism made from the “staycation” effect are being eroded as the
UK economy recovers and the pound strengthens.
This briefing, therefore, identifies six key areas where the new Government can work
with the tourism industry to deliver further growth and employment for the UK.

Increasing Government Revenue
Enhancing Business Competitiveness
Six key areas
where Government
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Boosting Export Earnings
Driving Regional Growth
Supporting the Rural Economy
Rebuilding Seaside Destinations

Increasing Government Revenue
Tourism and Government Revenue
The tourism industry is a major contributor to the
Exchequer with tourism-related VAT and Air Passenger
Duty alone contributing over £23bn per annum. This is
sufficient to build over 40 new hospitals the size of the
Queen Elizabeth Hospital, Birmingham.
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The benefit of Government investment in tourism promotion over other sectors of the
economy is that there is considerable spare capacity in the tourism industry and
a very short lead time between making an investment and gaining a return. This
means that increasing revenue for tourism promotion has a direct, fast and
measurable impact on the Government’s finances.

Tourism Policies to Increase
Government Revenue
1. Retaining the GREAT campaign
The UK tourism industry is very supportive of the GREAT campaign as
it provides the UK with a coherent, recognisable brand to use in
domestic and overseas markets. It is something that a number of other
countries have been doing for many years and it has been repeatedly
demonstrated to be a key component of a country’s “soft power”.
The second main benefit of the GREAT campaign is that it has pulled
together the UK’s outward facing organisations so that they work
together. The new Government must therefore retain this initiative.
2. Increasing the National Tourist Board budgets
While there is much the industry can do without public funding,
VisitBritain and VisitEngland are essential to leverage the promotion of
the UK in domestic and overseas markets. The National Boards also
provide invaluable market information and analysis that benefits the
whole industry.
Although it has been continually demonstrated by the National Audit
Office and the Triennial Review process that both organisations
provide a return of over 15:1 on the Government’s investment, this
has not stopped successive Governments reducing the budgets of
both organisations.
The new Government therefore has to recognise that allocations to the
NTBs are an investment that provides a substantial return to the
Exchequer and increase funding accordingly.
3. Co-ordinating Existing Funds
In addition to DCMS, other Government Departments undertake
tourism-related funding. There is significant potential to maximise the
returns from tourism-related allocations, such as DCLG’s Coastal
Community Fund and DEFRA’s new LEADER and EAFRD Growth
Programmes by linking the allocation of funding through these
programmes with national tourism strategies.
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Enhancing Business Competitiveness
Tourism and Competitiveness
While the World Economic Forum ranks the UK tourism
industry as the 5th most competitive in the world in overall
terms, it also ranks the UK 138th on price competitiveness
due to the level of taxation and regulatory burden faced by
UK tourism businesses. This is an issue that must be
addressed if the UK tourism industry is to remain
competitive in the global tourism market.
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Although the UK has some of the largest tourism businesses in the world including
Intercontinental Hotels, Merlin Entertainments and British Airways, over 70% of tourism
businesses are micro-businesses. These are particularly prone to the costs associated
with regulatory burden.

Tourism Policies to
Enhance Business Competitiveness
Net Treasury gain
from reducing VAT
Total £3.9 billion
over 10 years

1. Reducing Regulatory Burden
One of the main problems faced by tourism businesses is that although
DCMS is responsible for tourism, the majority of legislation that impacts
on businesses is managed by other Government departments. As
such, regulation promulgated outside DCMS tends not to adequately
take into account impacts on the tourism industry.
The Alliance was part of the Ministerial Taskforce on Deregulation
established by John Penrose in 2011 to investigate measures that
could be undertaken to repeal or amend legislation to support tourism
businesses. This Taskforce published a 44 page report in January 2012
that highlights over 60 amendments that would help tourism businesses.
However, the outcome has been disappointing with only a few
regulations being amended to date. One of the main reasons for the
slow progress is that the vast majority of the legislation that impacts on
the industry is outside DCMS’s responsibility, which reduces the ability
of their officials to deliver “tourism-friendly” outcomes.
To rectify this, the Tourism Alliance advocates that the newly formed
Tourism Industry Council be made a permanent body with Ministers
appointed to address regulatory burden and develop investment
incentives for tourism businesses.
A final burden on tourism businesses is business rates. It is important
that the incoming Government reforms this tax as a matter of urgency.
2. Reducing Tourism VAT
The UK is one of only three countries in Europe, and the only major
European tourism destination, that doesn’t apply a reduced rate of VAT
to tourism businesses. This puts UK businesses at a significant
competitive disadvantage to their European counterparts.
The tourism industry has brought together considerable evidence over
the past three years to show that tourism taxes are having a detrimental
impact on the industry. This includes research using the Treasury’s own
computable equilibrium model that shows reducing VAT to 5% would
create 123,000 additional jobs and raise an additional £3.9 billion for
the Exchequer over 10 years.
New research by the Irish Government has found that reducing tourism
VAT has boosted the country’s recovery by creating 30,000 new jobs.
Therefore, to have a level playing field with other European businesses,
the level of VAT applied to tourism must be reduced.

Boosting Export Earnings
Tourism and Exports
Tourism is the UK’s seventh largest export earner and
second largest service sector export earner after
Financial Services. The £24bn per annum in foreign
revenue than tourism generates supports almost 450,000
jobs and provides the basis for the UK having one of the
world’s leading aviation industries.

Tourism export
revenue has
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Over the period of the recession, tourism has been one of the UK’s fastest growing
export industries, with revenue increasing by 26% since 2009. This has created an
additional 90,000 jobs for the UK economy.

Tourism Policies to Boost Export Earnings
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1. Increasing Aviation Capacity
The UK needs to compete in both established and emerging markets.
This requires excellent aviation connectivity right across the country.
The Tourism Alliance supports all airports that wish to grow and
believes in making best use of existing capacity at UK airports. Policy
makers should commit to act swiftly once the Airport Commission has
delivered its Final Report in 2015.
2. Reviewing and Reducing Air Passenger Duty
The World Economic Forum has found that the UK has the highest
level of aviation tax in the world. This is a considerable barrier to trade,
investment and tourism. While the Treasury has recognised this fact by
making a number of welcome reforms to APD, the fact remains that at
a time when our international competitors are either freezing or
abolishing their air taxes, overall rates of APD in this country are
increasing year after year, and now stand at record levels.
Reviewing APD will be especially important if the Scottish Parliament
reduces APD for Scotland as this will distort the UK market.
3. Improving the Visa Service
The UN World Tourism Organisation predicts that global tourism
demand will increase by 66% by 2030, with almost half that demand
coming from BRIC countries. However, since biometric visas were
introduced in 2008, the UK’s share of outbound tourism from China,
Russia and India has decreased by 40%. The Tourism Alliance advocates
for the development of a co-ordinated programme of improvements
that will regain our share of these and other emerging markets.
4. Improving Surface Access
The Government needs to improve surface access to UK airports so
that passengers continue to gain from aviation and the economy can
gain from increased passenger numbers and improved connectivity.
This approach needs to include the facilitation of coach services which
are often overlooked when developing public transport plans.

Driving Regional Growth
Tourism and Regional Growth
With at least 90,000 people employed in every region,
tourism is an industry that truly benefits the entire country
and is key to ensuring that the benefits of the country’s
economic recovery are spread across the UK rather than
concentrated in the South East.
However, the ability to attract visitors to the regions depends on three essential elements.

• A high quality offering
• Strong promotion
• Good transport infrastructure

Tourism employs
at least 90,000 people
in every region of
the UK.

While the tourism industry is undertaking considerable investment to continually improve
the UK’s tourism offering, Government intervention is needed to facilitate promotion and
improve the transport network.

Tourism Policies to Drive Regional Growth
1. Creating a Functioning Destination Management
Organisation Network
Having a functioning DMO network is fundamental to the implementation
and success of any Government tourism strategy. The Tourism Alliance
strongly believes that a joint Government/industry working group must
be established and charged with developing and implementing a new
network/structure that pulls together existing agencies (Local
Authorities, LEPs, DEFRA, DMOs, VisitEngland and VisitBritain) in order
to provide coherent, sustainable regional tourism growth.
2. Continuing the Regional Air Connectivity Fund
The Regional Air Connectivity Fund is a welcome initiative for improving
access to the regions for international visitors. The Tourism Alliance
believes that, if the Fund is proven to be a success and does not distort
competition in any way, then it should be continued and expanded
under the new Government.
3. Integrating Tourism into Transport Planning
Too often transport planning concentrates on improving business and
commuter transport and deems tourism-related transport as “nonessential”. As a result, there is often little investment in tourism-related
routes and major maintenance work to the transport infrastructure is
scheduled for weekends and public holidays. The incoming Government
needs to address this by incorporating tourism into transport planning.

Domestic Tourism
generates over £76bn
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4. Introducing Daylight Saving
Studies have continually shown that putting the clocks forward by
one hour provides multiple benefits for the UK including reducing
energy demand, reducing climate change, increasing road safety,
increasing participation in outdoor activities and boosting tourism.
As Daylight Saving is a “no cost” means of providing considerable
public benefits, the new Government needs to introduce legislation to
enable a three year trial to be undertaken.

Supporting the Rural Economy
Tourism and the Rural Economy
Tourism is extremely important to the rural economy.
Each year UK residents take over 23m holidays and 400m
day visits to rural areas where they spend £15.5bn in the
local economy. Once overseas visitors are included, total
expenditure is £17.5 billion, which provides employment
for 325,000 people.
The growing importance of tourism to the rural economy is highlighted by the fact
that for every 10 people working in agriculture, there are now seven that work in rural
tourism. This makes for a strong symbiotic relationship between tourism and
agriculture with tourism dependent on the maintenance and enhancement of the
landscape and rural communities dependent on tourism for the maintenance of local
shops, pubs, community facilities and transport services.

Tourism expenditure
supports 325,000
rural jobs.

Tourism Policies to Support the Rural Economy
1. Improving Transport Infrastructure
One of the key barriers to the effective economic development of rural
businesses is the lack of infrastructure. Over 80% of visitors to rural
destinations travel by private vehicle. This requires the improvement of
the UK’s transport network including increased provision for the
maintenance of rural roads and the development of an integrated public
transport strategy for rural areas.
2. Improving Broadband Access
Business growth in rural areas is hindered by the lack of a high quality
broadband service. Access to effective, efficient and affordable
broadband is essential to the successful operation of all rural businesses.
Without broadband they are unable to compete with their urban
counterparts. Key to this is the creation of a Universal Service Obligation
of at least 10Mbps that imposes a legal obligation on the provider.
3. Reinstating Tourism Planning Guidance
Providing growth to the rural economy requires a careful balance
between allowing tourism businesses to expand and protecting the
environment that attracts visitors. The Good Practice Guide on Planning
for Tourism provided tourism businesses and councils with much
needed guidance on how to find the right balance between these two
demands but was severely reduced as part of the Government’s
attempts to reduce planning guidance under the mistaken belief that
this would benefit the tourism industry. This guidance needs to be
reinstated to help facilitate appropriate development.

There are over
60,000 tourism
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4. Maintaining the Historic Resource
Heritage and Culture are central to the UK’s tourism offering, especially
in rural areas. Historic Properties Maintenance Relief is required to
provide relief on the maintenance in nationally important historic houses
open to the public or providing educational facilities. Reforming Heritage
Maintenance Funds would encourage 30 - 60 more HMFs to be set up
and allow these funds to grow, enabling longer term projects for
maintenance to be envisaged.

Rebuilding Seaside Destinations
Tourism and Seaside Destinations
Seaside destinations are at the heart of the UK tourism
industry. Research by VisitEngland shows that visiting a
beach remains the second most popular activity
undertaken by British people when on holiday in the UK
while swimming is the fourth most popular activity.
Despite the recent recession, holidays to seaside destinations have increased and
tourism-related employment has grown. The ongoing popularity of seaside
destinations means that holidays to the seaside remain more popular than city breaks
in the UK and account for £9bn per annum, which supports over 200,000 jobs.

Tourism Policies to Rebuild Seaside Destinations

Seaside holidays
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1. Reforming the Coastal Communities Fund
A recent report by Sheffield Hallam University, Seaside Towns in the
Age of Austerity, found that while seaside towns are in relatively good
health, there are some destinations that need significant support in
order to re-establish themselves as vibrant, growing communities.
The Tourism Alliance believes that there is a significant opportunity
available for Government to provide a real step-change in regeneration
in these destinations by retaining and reforming the Coastal
Communities Fund, which was launched 2011 to support the economic
development of coastal communities. The £32m Fund (derived from
revenue generated by the Crown Estate’s marine assets) has been
allocated in a piece-meal way with no underlying strategy for
regenerating destination.
The Tourism Alliance believes that this fund should be retained by the
incoming Government but substantially reformed so that it is the basis
of a holistic Government programme to regenerate key coastal towns.
The funding would be allocated as part of a package of measures that
includes enhanced capabilities for councils to tackle housing and social
issues so that real progress can be made on regeneration.
2. Reforming Gaming
Amusement arcades are a key component of the many seaside
destinations. Government intervention is required to remove anomalies
and inconsistencies within the gaming legislation in order to allow
operators to reinvigorate their offering to tourists. It makes no sense
that fixed-odd gaming machines are permitted in age-controlled
premises frequented by locals but not in age-controlled premises
frequented by tourists. To further improve the image and performance
of the amusement industry, an independent age verification scheme
also needs to be established.

A third of all daytrips
over 6 hours long are
to the seaside.
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The purpose of the Tourism Alliance is
to identify and develop policies and
strategies to raise standards and
promote quality within the industry and
work with and lobby Government on
all key issues relevant to the growth
and development of tourism, to
maximise its contribution to the
economy.
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The Tourism Alliance is the voice
of the tourism industry, comprising
55 tourism industry organisations
that together represent some
200,000 businesses of all sizes
throughout the UK.

