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The BRC is the lead trade association for UK retail. Our purpose is to make a positive difference to the retail industry and the customers it serves, today and in the future.

Retail is the ‘everywhere economy’, a vital part of the socio-economic fabric of the UK. The industry makes up 5% of UK GDP and is the largest private sector employer, providing 3 million direct jobs and 2.7 million more in the supply chain. Retail has a presence in every village, town and city across the country.

Over 200 major retailers are members of the BRC, with thousands of smaller, independents represented by BRC’s trade association members. Together, these businesses operate across all retail channels and categories and deliver over £350 billion of retail sales per year.

We build the reputation of the retail industry, work with our members to drive change, develop exceptional retail leaders, and use our expertise to influence government policy so retail businesses thrive and consumers benefit. Our work helps retailers trade legally, safely, ethically, profitably and sustainably.

Background to our submission
Our comments respond to the first question set out in the Terms of Reference – how effective are government policies in supporting the growth, competitiveness and long-term resilience of the tourism sector? We have focused on the lack of a tax-free shopping scheme for international visitors to the UK, which not only impacts the vitality of the tourism sector, but also the retail industry. 

Since the UK’s tax-free shopping scheme for international visitor – the VAT Retail Export Scheme (VAT RES) – was scrapped in January 2021, new evidence has come to light showing the positive impact such a scheme could have on UK visitor numbers and tourist spend.

We believe that in light of this new evidence, the government should review the impact of tax-free shopping on the economy and the potential benefits of creating a regime which covers all international visitors to the UK, with that a commitment to this end featuring in the forthcoming National Visitor Economy Strategy. 

Submission

1. When the UK left the EU in 2021, the government had to decide whether to either extend the VAT RES scheme to EU residents or end it for non-EU visitors, as dictated by World Trade Organisation rules. The government elected to take the latter option, based on Treasury analysis which indicated that – in a ‘worst-case scenario’ – extending the scheme to EU visitors would come at a maximum £900m deadweight cost to the Exchequer. 

2. This figure was arrived at by assuming that EU visitors to the UK spent at the same level as non-EU visitors, and because there were 1.7 EU visitors for every non-EU visitor in 



2019. With VAT refunds for non-EU visitors to the UK in 2019 totalling £500m according to Treasury analysis, it was forecast that VAT refunds for EU visitors would total some £900m – yielding an assumed £1.4bn maximum cost to the Exchequer if tax-free shopping were retained and extended to all international visitors. The analysis also assumed that extending the scheme would lead to little if any change to the number of visitors to the UK or their spending levels. 

3. However, more recent evidence provides a clearer picture on the impact a tax-free shopping scheme for all international visitors would have on the Exchequer. Using data on actual spending levels which has become available since the decision to scrap tax-free shopping, analysis by the Association for International shows that EU visitors to the UK in 2019 accounted for just 6% of total international visitor spending. This is primarily down to the comparable prices customers pay for goods in the EU and UK, and the 6% share suggests that the actual maximum deadweight cost of extending the scheme to EU visitors was only around £34m, rather than £900m.  

4. Moreover, since the end of tax-free shopping for international visitors to the UK in 2021, European nations which still offer tax-free shopping to non-EU visitors have seen a large increase in international visitors and in their spending. AIR data shows that spending on tax-free shopping by UK visitors to the EU totalled £140m in 2021, before rising to £730m in 2024, and was on track to reach £1bn last year. The number of UK visitor ‘bed nights’ in Paris – the European shopping destination most favoured by UK travellers – rose to 230% of 2019 levels in 2019, compared to a increase of 10-20% for visitors from most other European countries[footnoteRef:2]. This evidence demonstrates that the tax-free shopping offer can create a whole new shopping-led tourism market, one which the UK – with its vibrant mix of retailers and brands – would be poised to gain from.   [2:  Association of International Retail Budget 2025 submission, https://www.internationalretail.co.uk/wp-content/uploads/2025/10/AIR-Budget-Submission-2025.pdf] 


5. AIR has also produced figures which show that the recovery of international visitor numbers and their spending in the UK since the end of the pandemic has flagged behind that of comparable European economies. The figures suggest that the existence of tax-free shopping in these countries has supported the recovery of their visitor economies[endnoteRef:2]: [2:  Ibid ] 

a. In France, international visitor numbers in 2024 were at 112% of 2019 levels; visitor spending on shopping was at 159% of 2019 levels. 
b. In Spain, international visitor numbers in 2024 were at 113% of 2019 levels; visitor spending on shopping was at 166% of 2024 levels.
c. In Italy, international visitor numbers in 2024 were at 105% of 2019 levels; visitor spending on shopping was at 137% of 2019 levels.
d. In the UK, international visitor numbers in 2024 were at 99% of 2019 levels; visitor spending on shopping was at 75% of 2019 levels. 

6. If the UK were to implement a tax-free shopping scheme for all international visitors, and the spending levels of EU visitors mirrored that of UK visitors to the EU, AIR estimates that a new, shopping-led tourism market worth £3.65bn would be created, with the UK regions standing to benefit and 40,000 new jobs delivered outside London[footnoteRef:3]. This would be a huge boost for retailers, leisure and tourism providers, hospitality and UK manufacturing.  [3:  Ibid] 


7. We believe that the emergence of new evidence since the 2020 Treasury forecasts merits a government review of the impact on the Exchequer of ending the UK’s tax-free shopping regime, and on extending tax-free shopping to all international visitors to the UK. A commitment to undertaking this review in the forthcoming National Visitor Economy Strategy would be welcome
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