	
	
	



Written evidence submitted by British Chambers of Commerce  

Consultation submission

In 2024, BCC published a Visitor Economy report. The full response can be found here - https://www.britishchambers.org.uk/news/2024/10/government-action-needed-to-boost-vital-32bn-visitor-economy/ 

The visitor economy in the United Kingdom is a vital component of the nation's overall economic landscape. The sector encompasses tourism, hospitality, and leisure activities and contributes significantly to GDP and employment. It is an essential facet of a thriving society, and businesses are integral to its success.

Across the UK, the Chamber network is a crucial cog in the system of supporting and growing the visitor economy in local areas. Many chamber members are firmly based within the visitor economy and play a vital role in the success of the sector. Hospitality venues, hotels and attractions, for example, are at the heart of local communities, driving local economic growth. Chambers also provide a voice for the local visitor economy, to local and national policy makers  
 
The visitor economy is critical to the wider success of the UK economy and has a significant role to play in driving economic growth, both in the immediate future and the longer term.   


Consultation questions 

Tax Burden 
When it comes to tourist taxation, the overall tax burden on visitors is already relatively high, with the 20% VAT rate alone placing the UK with a higher tax burden than its international competitors. Analysis by the Tourism Alliance showed that the total amount of tax paid by visitors to the other 12 destinations they studied was, on average, 30% less than in the UK. 
Despite the positive visitor spending figures outlined above, many UK businesses are concerned that they are unable to compete on an equal footing with European destinations, and that as a result, international shoppers appear to be looking outside the UK for holidays and retail offering.    
 
As a result of the removal of the VAT Retail Export Scheme (RES), businesses report that spending that used to take place in shops and airports in the UK is now going overseas. The RES brought visitors to the UK from all over the world, and the subsequent international sales made up a large proportion of sales for UK retailers. Visitors spent their money not only on retail purchases, but also on retail-associated sectors, including tourist attractions, cultural sites, hotels, entertainment, and hospitality.  

At the same time, we are seeing European destinations proactively targeting tourists, encouraging them to take advantage of tax-free shopping by placing adverts on the London Underground and in the UK’s busiest airports.  

There is a misconception that reinstating VAT RES would only benefit luxury retailers in the capital, however this is not the case. VAT RES is a pro-growth policy for the whole of the UK, and will help reverse the drain of investment away from our cities. In 2019, tax-free shopping sales amounted to £60m in Manchester, £32m in Liverpool, £23m in Glasgow, £18m in Leeds, and £14m in Birmingham. Without VAT RES, retailers like Cluny Lace in Derbyshire, makers of Burberry products in Nottinghamshire, and hotel staff in Scotland also suffer. 

Workforce in the Visitor Economy

The visitor economy is a people-centred industry.  It relies on its ability to recruit, retrain and train a skilled and engaged workforce. Businesses in the sector are local employers, creating diverse, flexible and inclusive workforces. Many firms work with schools, job centres and local third sector organisations to provide opportunities for a wide range of talent pools in their local communities, offering employment and training opportunities to people from all walks of life.  
 
Like many sectors in the UK economy, however, the visitor economy is experiencing workforce shortages. Shortages are pronounced in sectors such as hospitality, transportation and retail, which are integral to travel and tourism.  
 
Addressing these shortages is essential for sustaining growth and maintaining the UK's reputation as a premier global destination.  

Several factors have contributed to the current workforce shortages: 
 
· High rates of economic inactivity, currently at 21.9%, further exacerbate the issue. This inactivity is driven by various factors, including health problems, caring responsibilities, and early retirement. 
 
· The UK’s exit from the European Union reduced the pool of available workers, especially in seasonal positions that are crucial for the visitor economy. 
 
· The Covid-19 pandemic led to widespread layoffs and furlough, causing many workers to leave the sector or change careers. As the economy reopened, attracting these workers back has proven challenging. 
 
· The Points Based Immigration System presents a barrier for businesses seeking to address immediate skills shortages with non-UK labour.  Increased visa fees and surcharges, along with a higher minimum salary threshold for skilled workers, have made it expensive for businesses, especially SMEs, to recruit from abroad.  
 
The impact of workforce shortages on the visitor economy is multifaceted. Staff shortages have impacted on the morale and wellbeing of remaining workers, which could lead to further staff absence and retention issues.   People shortages have also disrupted normal business operations. Some firms have been unable to satisfy order books or accept new business opportunities.  All this poses a risk to service quality and customer satisfaction, potentially harming the UK's reputation as a tourist destination. Unless resolved, hard to fill job vacancies and skills mismatches will damage business confidence, curtail investment and act as a drag anchor on economic growth.   

We would be happy to discuss our submission in more detail. If you have any questions about our submission, please contact Jonny Haseldine (Head of Business Environment Policy) at the BCC. 


About the British Chambers of Commerce (BCC) 
  
Across the UK, the 51 Accredited Chambers that make up our network are trusted champions of businesses, places, and global trade. Together, we represent tens of thousands of businesses of all shapes and sizes, which employ almost six million people across the UK. Our growing Global Business Network also connects exporters with over 70 markets around the world.   
  
Working together, we help firms of all sizes to achieve more. We believe our relationships with others lead us to achieve goals beyond those we could ever achieve alone. We are the only organisation that helps British businesses to build relationships on every level, in every region and nation of the UK. Our network exists to support and connect companies, bringing together firms to build new relationships, share best practice, foster new opportunities, and provide practical support to help member businesses trade locally, nationally, and globally.   
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