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The PwC team with you today 
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Dr. Jonathan Gillham

Senior Economist 
(Specialising in Tax Policy 
Modelling)
jonathan.gillham@pwc.com 

Simon Carey

Senior Fiscal Policy Expert 
(Specialising in Tax and Public 
Policy)
simon.m.carey@pwc.com 

PwC’s 
Global Fiscal Policy Advisory

PwC’s 
Economics Practice

Supports governments and 
intergovernmental organisations across 
the spectrum of fiscal policy, providing 

research and support  in the areas of tax 
reform, public financial management and 

public sector governance.

Helps organisations, individuals and 
governments  to make better decisions 

grounded in simple, robust, and 
compelling evidence. 
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Tourism is an important and growing sector for the 
EU, but the EU’s share of world tourism has declined

Sources: UNWTO Tourism Highlights 2017;
International tourism trends in EU-28 member states: Current situation and forecasts for 2020-2025-2030, European Commission

International tourist arrivals to the EU-28 
(millions)

Inbound tourism by destination 
(% of world tourism)
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Our study comprised four main components
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1. Database of key taxes impacting the EU 
tourism sector

2. Case studies of Cyprus, Paris and the 
Balearic Islands

3. Economic analysis, including the 
construction of a tourism tax tool

4. Recommendations for tourism 
(occupancy) taxes
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Our database provides an overview of the key taxes 
impacting the EU tourism sector (by Member State)
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● This has not been done before.

● Significant variation in the tax rates applied across the EU 28, even where some 
coordination occurs (e.g. VAT).

● 18/28 (approximately two-thirds) of Member States apply some form of 
occupancy tax (most commonly referred to as “tourist tax”).

● Most MS apply VAT at reduced rates to tourist-related activities, and there is 
limited scope to reduce this further.

● A select few countries apply what could be considered particularly “tourism 
friendly” tax regimes.

Corporate 
income taxes

Personal 
income taxes

Real estate 
taxes

Occupancy 
(“tourist”) 

taxes
VAT Departure 

taxes Other taxes
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We then focussed on the tax systems of one country, 
one region and one city, to draw lessons for the sector
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Country: Cyprus

● Very light tax regime
● Actively diversifying away from simply “sun, sea and sand”
● Promoting uniqueness

Region: The Balearic Islands

● Regional autonomy and numerous changes over the years
● An interesting natural experiment - recently introduced 

occupancy tax mirrors once repealed 15 years ago.

City: Paris

● Extensive tax regime yet highly competitive
● Use of tax exemptions to promote tourism investment
● Sharing economy challenges
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Key economic findings
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Employment: The tourism industry across the EU comprises of 2 million 
enterprises, the majority of which are SMEs-- it directly employs 5.2% of the 
entire workforce.

Quality matters: The literature suggests that both price and quality factors 
jointly contribute to tourism demand.

Occupancy taxes: Our review of the literature did not suggest a clear effect 
on hotel stays as a result of occupancy taxes. However, this does not 
necessarily imply that they have no impact.

We also created an interactive tool to simulate the high level 
economic impact of a change in tourism taxes on the EU-28 

economies
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Recommendations
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Equity considerations are especially important for tourist taxes.

There are strong reasons for reduced taxes on tourism, but it is a balance.

Uniqueness matters, and governments can influence tourist’s perception 
of this.

Occupancy taxes (“tourist taxes”):

Introduction and administration processes have real implications for 
how a tax is received by the sector.

The rise of the sharing economy creates new challenges for compliance.

Tourist behaviour is impacted by the visibility (or invisibility) of these taxes.
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Questions?
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This publication has been prepared for general guidance on matters of interest only, and does not constitute 
professional advice. You should not act upon the information contained in this publication without 
obtaining specific professional advice. No representation or warranty (express or implied) is given as to the 
accuracy or completeness of the information contained in this publication, and, to the extent permitted by 
law, PricewaterhouseCoopers LLP, its members, employees and agents do not accept or assume any 
liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to 
act, in reliance on the information contained in this publication or for any decision based on it.

© 2017 PricewaterhouseCoopers LLP. All rights reserved. In this document, “PwC” refers to 
PricewaterhouseCoopers LLP which is a member firm of PricewaterhouseCoopers International Limited, 
each member firm of which is a separate legal entity.


