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Euro and the Tourist

   "European Union Travel and Tourism: towards 1996 and beyond" (WTTC, April 1995)1

  For an example, see the definition found in ‘Tourism in Europe’, European Commission: Eurostat, D.G.2

XXIII, p. 63. “Tourism is a complex, “multifaceted” topic, not easily defined by some clear-cut one-dimensional
criteria nor easily grasped by statistical tools, like the common surveys. Indeed, tourism is dependent on and
interwoven with national, cultural and social environments”.

  See in “OECD Tourism statistics. Design and Application for Policy”, (OECD , Paris 1996)  p. 11.3

  See in ‘Tourism in Europe’, p.9.4

  See Ch. 1 , “Un phénomène difficile à appréhender”, pp. 11-19, in Pierre Py “Le tourisme. Un5

phénomène économique” ( Les études de la documentation Française, Paris, 1992)
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Introduction

Tourism is of growing importance in both the European and the world economy. As standards
of living rise, an increasing proportion of income is spent on leisure travel and other elements
of tourism. At the same time, tourism promotes employment and new sources of income.

In 1995, according to the World Travel and Tourism Council , the industry accounted for 13.4%1

of GDP, 1 in 8 of all jobs and over 15% of all tax revenue in the European Union. The Council
forecast that, over the following decade, the industry would grow at a real annual rate of 5.5%.

Despite this, economists have found it difficult to define the tourist industry in any precise way.2

Though usually classified as a "service industry", it also substantially involves the supply of
goods: for example,  in the fields of leisure, sport, travel, catering, souvenirs, etc.

Clearly there can be no tourism without movement.  According to the definition of the World3

Tourism Organization, tourism comprises "the activities of persons travelling to and staying in
places outside their usual environment for not more than one consecutive year...".  However, it4

is difficult to disentangle the consumption of goods and services for the purposes of tourism -
for example, transport and hotels - from the consumption of these same goods and services for
other purposes.

It is for such reasons that one of the largest and fastest growing of economic sectors has often
been neglected as compared to industries more susceptible to precise definition .5

Tourism in the Treaty

Perhaps for much the same reasons, the Treaty provides only a limited legal base for action in
the tourism sector. The only clear provision is contained in Article 3(t), which provides that the
"activities of the Community shall include":

"measures in the spheres of energy, civil protection and tourism." 
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  See "Briefing No. 30, "Tourism and the 1996 IGC" (Task Force on the Intergovernmental Conference,6

PE 166.461, 31st October 1996)
 

  COM(95) 97l, 04.04.1995.7

  EP Resolution EP 178.920/final of 18.1.94 on tourism in the approach to the year 2000.8

  See in ‘Tourism in Europe’, pp. 7-12.9
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Whether these subjects shall eventually be included in the Treaty under their own Titles is the
subject of discussions in the Inter-Governmental Conference under Article N(2) of the Treaty on
European Union, and Declaration (No.1) annexed to the Treaty.6

Meanwhile, and despite this absence of legal base in the Treaty, there has been growing interest
in action on tourism at Community level. In 1995 the Commission published a Green Paper,
“ The role of the Union in the field of Tourism" . This drew attention, in particular, to:7

# the economic importance of tourism for growth and employment in the Union; and

# the need to coordinate Community policy on tourism with those in the fields of the
environment, and  protection of Europe’s cultural, historical and natural heritage.

The importance of tourism has already been emphasised by the European Parliament in a
resolution adopted in the previous year . This observed that tourism can play an important role8

in the development of European citizenship. Tourism, it noted, was also

"an undeniable social factor encouraging the recognition of diversity (of culture,
topography and lifestyle) and the reduction of regional disparities ...”.

The Economics of Tourism

The structure of the tourist industry is unique in the wide variety of firms involved, and the wide
disparity in their size. These range from the 255 airlines belonging to IATA, to the million or
more Small and Medium-Sized Enterprises within the EU in the hotel, catering and retail sectors.

Although many factors affect the flows of international tourism - climate, scenery, places of
historical interest, etc. - they are also strongly influenced by relative price levels. These, in turn,
are determined by movements in exchange rates; and ultimately by inflation rate differentials.9

In general, tourists from countries with low inflation rates and strengthening currencies will be
encouraged to visit countries which appear to be increasingly "cheap". Those from high-inflation,
depreciating-currency economies, by contrast, will be deterred from visiting countries which
seem to be growing steadily more "expensive".  

The effects upon tourist flows of exchange rate changes were illustrated by the realignments of
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  “Tourism in Europe",  p. 6 10
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1992-3 . The appreciation of currencies in Northern Europe (e.g. Germany, the Netherlands)10

compared to those in the South  (e.g. Greece, Spain, Italy and Portugal) resulted in a considerable
increase of tourist flows in a North-to-South direction. 

Such changes in tourist flows provide one of the mechanisms through which exchange-rate
changes can correct economic imbalances. Countries devaluing their currencies improve their
tourism account balance with an increase in foreign exchange receipts, and a decrease in foreign
exchange payments. The reverse is true of countries with appreciating currencies.

The introduction of a single currency will therefore have a major impact on the economics of
tourism within the European Union. It will no longer be possible for changes in relative price
levels to be reflected in exchange-rates. There will, indeed, only be one inflation-rate. Differences
in prices will, on the other hand, become very much more transparent. Tourists will be able to
use the same currency in their own country and in those that they visit. Moreover, tourist flows
will no longer be artificially influenced by exchange-rate misalignments, as in the period
immediately before the events of 1992/3.  

Nights spent by non-residents in hotels and similar establishments
(Source: EUROPE selected statistics, 26 May 1997)

Figures for the number of nights spent by foreigners in hotels throughout the Community give an indication of the
relative importance of tourism, and of tourist flows. They also show the extent to which  the industry is seasonal:
only Austria, for example, has the same number of foreign visitors in February as in July.

Country February 1996 July 1996

Belgium    498,600      804,500

Denmark    205,800   1,385,300   

Germany 1,770,700   2,912,600

Greece    304,300   6,292,000

Spain 4,871,100  13,610,200

Italy 4,504,000 11,862,600

Austria 6,501,100   6,871,800

Portugal 1,070,800   2,005,000

Finland    166,000     436,000

Sweden    201,500     715,400

United Kingdom 6,962,000 14,873,000

Figures for France, Ireland, Luxembourg and the Netherlands not available.
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  See COM(94)74 of 6 June 1994, "Report of the Commission on the Community actions in favour of11

tourism".
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General European Community legislation on  tourism

Free Movement

The most basic action at Community level affecting tourism has been the removal of barriers to
the free movement of goods, services, persons and capital under Article 7a of the Treaty .11

Free movement of capital

It is difficult to believe that, not many years ago, tourists from many Community countries were
prohibited from spending more than a fixed allowance when abroad. Any foreign currency
obtained had be noted on a traveller’s passport. This was the consequence of exchange controls,
designed to prevent the free movement of capital. 

All such restrictions have now come to a definitive end with Stage I of Economic and Monetary
Union. Subject to charges, tourists can change any amounts of national currencies into any other,
or use credit cards to make purchases abroad. The free movement of capital has perhaps been the
single most important development for the tourist industry. 

Free movement of persons

The Treaty on the European Union established the citizenship of the Union (art. 8) for every
person holding the nationality of a Member State. The exercise of this citizenship involves
certain rights, the most important of which in the context of tourism is the right to move and
travel freely within the territory of the Member States of the Union (art. 8a).  Although checks
on travellers at internal Community frontiers still exist - notably in connection with the fight
against drug-trafficking, terrorism and other crime -  for the majority of European citizens the
right of freedom of movement will be exercised mainly in the context of tourism.

Competence for action in this area, however, falls under a number of separate heads:

# Legislation at Community level covers all matters to do with the labour market: the right
to seek employment in another Member State, the right of establishment, etc. This is
especially relevant to professionals and others working in the tourist industry: e.g. guides,
tour operators, bus operators, etc. 

# Controls on individuals crossing frontiers, and in particular those entering the European
Union from third countries, fall largely under the "third pillar" of the Treaty on European
Union - i.e. inter-governmental procedures. 
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  On 22 December 1994, the Schengen Executive Committee decided upon the irreversible application12

of the Convention as of 26 March 1995 entailing for 7 of the 9 signatory countries (Belgium, Denmark, Spain,
France, Luxembourg, the Netherlands and Portugal) the elimination of controls on people, of whatever nationality,
crossing frontiers. An exception clause is temporarily applied as regards land boundaries with Belgium and
Luxembourg.

  Checks on travellers’ baggage. Council Regulation 3925/91 of 19 December 1991 and Commission13

Regulation 1832/92 of  3 July 1993 (OJ L 374 ,31.12.91, p. 4, OJ L 185, 6.7.1992, p. 8) has applied from 1 January
1993. It abolished  controls and formalities applied to luggage of people travelling by plane or by boat within the
Community.  Safety controls are still possible, however.

  Council Regulation 3356/9, adopted on 7 November 1991 (OJ L 318 20.11.91, p. 1) abolishes controls14

at the frontiers applied to the means of transportation on road or of  internal navigation (for instance the inspections
of travellers’s list or controls of driving licences).
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# At the same time, some EU countries belong to the Schengen Area, within which all
physical checks on individuals crossing frontiers are  being abolished .12

The extent to which these three competences can be jointly incorporated within a single Treaty
framework is currently under discussion in the Inter-Governmental Conference.

Free movement of goods and services

Since the establishment of the Single Market on 1 January 1993, goods crossing internal
Community frontiers are in principle no longer subject to customs or other controls. Travel has
been greatly helped by legislation on goods carried through the frontiers by tourists , and on13

passenger transport.  The most significant changes, however, have been in the tax field.14

# Tourists who bought goods abroad were previously limited to a "tax paid allowance";
above this, VAT was payable when they arrived home, even if VAT has already been
paid in the country of purchase. On 1 January 1993 the allowance became infinite: i.e.
once VAT has been paid in one Member State, the goods are now in free circulation. 

# The same is true of excise duties paid on tobacco and alcoholic drinks, provided the
products are for consumption by, and are transported by, the purchaser.

# At least until mid-1999, travellers also still have a "duty free" allowance when travelling
by air or boat between Member States.

Although there is still not a complete Single Market in the transport field, many of the restrictions
leading to border checks - e.g. fuel excise and VAT charges - have ended for coach operators and
other transport undertakings. The free movement of capital has allowed an expansion of cross-
frontier financial services of benefit to tourists: for example, electronic cash-points, over-the-
counter insurance, etc.
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    OJ L 040, 11.02.89, p. 12.15

  OJ L 228, 11.08.92, p. 24.16
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The protection of tourists as consumers. 

Community legislation has recognised that the tourist has special problems as consumer,
sometimes requiring special safeguards and information. In particular:

# Many goods and services provided by the tourist industry  have to be paid in advance.
The tourist as consumer therefore depends heavily on advance information received on
the product and on the probity of  the operator supplying it. 

# Advance payment also means that the tourist industry is vulnerable to exchange-rate
movements. These can sometimes lead to the tourist being faced with unexpected
supplementary charges; or, at the extreme, to the complete loss of a holiday as the result
of a tour operator going into liquidation. 

# Once in the place of destination, tourists are not always able to speak the language, or are
not aware of local sale customs and traditions.

European Community legislation of especial importance to the tourist industry exists in a number
of  fields. For example: 

Consumers’ health and safety

Legislation Contents

Council Directive 89/106/EEC of 21 Minimum standards of fire safety are
December 1988 on the approximation of established for hotels in the Community
laws, regulations and administrative Territory.
provisions of the Member States relating to
construction products15

Council Directive 92/59/EEC of 29 June General standards of safety for all products
1992 on general product safety in circulation within the Single Market.16



Euro and the Tourist

  OJ L 095, 21.04.93, p. 29 17

  OJ L 158, 23.06.90, p. 5918

  This directive is aimed at creating a common market in services by allowing operators established in19

one Member States to offer services in another Member State, and giving the consumer comparable buying
conditions in any Member State.  A common guarantee fund is established.  A “package” is a combination of at least
2 of the following: transport, accommodation, other tourist services not ancillary to transport or accommodation,
when such a package is sold at an inclusive price and when the service rendered covers a period of more than 24
hours or includes overnight accommodation.

  OJ L 280, 29.10.94 p. 83. 20

PE 166.8269

Protection of consumers’ economic and legal interests

Legislation Contents

Directive 93/13/EEC of 5 April 1993 on Prohibits clauses in contracts which might
unfair terms in consumer contracts take advantage of tourists.17

Directive 90/314/EEC, of 13 June 1990 on Defines minimum standards in national
travel, package holidays and package tours legislation on holidays and package tours,18

and establishes minimum levels of safety.19

Directive of the EP and the Council Lays down minimum standards to protect
94/47/EEC of 26 October 1994 on the the buyer of shared property rights from
protection of purchasers in respect of abuse of power or from aggressive sales
certain aspects of contracts relating to the techniques. The aim is to ensure that
purchase of the right to use immovable consumers have all necessary information
properties on a time shares basis before signing a contract.20

Cross-border payments

Legislation Contents

COM(90) 447, 26 September 1990, The long-term aim is an end to the
‘Making payments in the internal market’. distinction and price-differences between
Proposal adopted in 1997 ( third reading by national and intra-Member State payments.
Parliament on 16 January 1997).
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  In this case the author recalls a sort of inertia which pushes habitual clients of a skiing station to come21

back year after year despite excessive price increases.

  See Introduction and Conclusions to "The Euro and Tourism" (EP note, IV/WIP/97/01/018).22
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SEC(92) 621 ‘Easier cross-border A working programme aimed at increasing
payments: breaking down the barriers’ efficiency in cross-border payment.

Monetary Union and the Tourist

The market in products for the tourist industry - both goods and services - is price-sensitive, like
any other market. However, certain factors reduce this sensitivity, making demand in the industry
relatively inelastic - that is, it is easy for suppliers to pass on increases in price.   These special21

factors include:

C Segmentation of the market into a wide variety of specialised sectors.

C A record of prices rising at a faster rate than in other sectors, creating the expectation -
and acceptance - of future price rises.

C Restrictions on competition due to cartels, local monopolies, product differentiation, etc.

C Information is often inadequate for tourists, who often decide on destinations,
accommodation, etc. on the basis of rumour rather than price comparisons.

C Such comparisons (especially international ones) are in any case difficult, even for
specialists. The only information generally available at a travel agent is on basic services
(travel and accommodation), or the overall price for holidays in case of package tours.
It is difficult to determine in advance the price of the ancillary goods and services tourists
will probably purchase during the holiday.

Benefits for tourists

For the reasons outlined above, the tourist is a therefore a special kind of consumer. As a result,
the benefits of a single currency are likely to be greater for tourists than for consumers in
general.  They will include:22

# Greater price stability.  A single, and low rate of inflation in all Member States will be
of especial benefit to tourists, who may visit a particular country only at infrequent
intervals. The expectation and acceptance of price rises will decrease, and the market will
become more normally price-elastic and competitive.
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  Even if there will be, in the short-term, of a loss of “price sense” while adjusting to the Euro itself.23

  See in Yves-Thibault de Silguy, “Le syndrome du diplodocus. Un nouveau souffle pour l’Europe”, éds.24

Albin Michel, 1996, Paris, Ch. 10 “Cette chère monnaie unique...”, pp. 199-225, Conclusion, pp. 227-230. The
author describes  the difference between two (imaginary) holidays made, the first in 1995 and  the second in 2002,
when Euro notes and coins will have been  issued. On the first journey through 15 Member States the French Martin
family had to spend half their money in conversion charges and fees. On the second journey, they were able to pay
for everything in their own national currency - the Euro.
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# Greater price transparency. The use of the same currency in countries visited as at
home will end the loss of “price-sense” resulting from unfamiliar notes and coins, the
mathematical problems of conversion, etc.  Using the Single Currency,  tourists will be
able to compare prices all over Europe, without first having to make an exchange-rate
conversion (a process which is in any case complicated by the differences between
market exchange rates, "tourist" exchange rates,  and  "purchasing-power parity" rates).23

# The removal of exchange costs. The large commissions paid on foreign exchange
transactions - observable in the "spread" between the conversion rates - will be
eliminated. Transaction charges may remain in the transitional phase between 1999 and
2002; but with the issuing of bank-notes and coins from the 1 January 2002 the need for
money-changing within the Euro area will end altogether.24

# Improved cross-border payment and transfer systems, and the expansion of new
means of payment (electronic money, universally-accepted cards and cheques, etc.), will
accompany the establishment of a Single Currency.

# No "residual currency" problem.  A tourist who has bought a foreign currency usually
tries - but not always succeeds - in spending it all before the end of the holidays. This is
because any large residual sums has to be changed back into domestic currency, incurring
exchange costs for a second time. Coins, which generally cannot be changed, are
effectively taken out of circulation, and the sum they represent lost.   

# Use of the Euro by tourists from third countries. Tourists from the United States or
Japan may currently find themselves having to purchase and use fourteen different
currencies when visiting the European Union, which creates both additional costs and
inconvenience (although US tourists are frequently able to pay in Dollars). The
introduction of the Single Currency should therefore increase the attractiveness of Europe
for third-country tourists. 

# Use of the Euro in third countries. At the same time, once the Euro becomes an
internationally recognised mean of payment, European tourists - like American tourists -
will often be able to pay in their own currency even when on holiday outside Europe.

# A more competitive market.  The effect of all these change will be to increase
competitive forces within the tourist industry. Market segmentation and the protection
of local monopolies and cartels as a result of the existence of separate currencies will end.
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     See “The Euro and the Consumer” (European Parliament's  Task Force on Economic and Monetary25

Union,  Briefing 28)

      See Briefing 28, p.626
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Customers in one Member State will be able to purchase tourist services (e.g. package
tours, air and rail tickets, etc.) from operators in another Member State without the
complication of separate currencies. 

The costs of conversion

These benefits of a Single Currency, however, will be accompanied by problems. In general,
these will be those faced by all consumers ; but many may be of especial significance for25

tourists.

The tourist industry itself estimates the costs of converting from national currencies to the euro
to be between 1.8% and 2.5% of turnover. This would be accounted for by:

Dual pricing: 0.3%
Dual circulation of national currencies and euro: 1.3% to 1.5%
Information and training: 0.2% to 0.5%

The extent to which these costs will be passed on to tourists will depend upon the elasticity of
demand and the degree of competition in the market.  26

Dual circulation

The highest costs for the tourist industry therefore arise during the period in 2001 or 2002 when
euro notes and coins have been introduced into circulation, but national notes and coins have not
yet been withdrawn. Under the Treaty, the euro notes and coins are due to be introduced on 1st
January 2002 "at the latest"; and national notes and coins to be withdrawn on 1st July 2002 "at
the latest". These provisions give rise to a number of issues.

# A period of six months’ dual circulation is widely considered excessive. Proposals have
been made for the period to be limited to three months, or even a few weeks.

# A start-date of January 1st is also considered inconvenient by retailers in general
(preparations would coincide with Christmas shopping, the changeover with January
sales, etc.), and by the tourist industry in particular (January is in the middle of the winter
holiday season). Instead, a start-date in October 2001, or postponement to February 2002
is preferred. However, most firms’ accounts will be on the basis of the calendar year.

# There is evidence that different Member States are planning dual-circulation periods of
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  Commission Proposal COM (96) 499 final of 16.10.96. Under the principle of “no compulsion no27

prohibition”: legal instruments requiring payment in a national currency shall continue to be performed in national
currencies, but legal instruments denominated in euros shall be performed in euros. 
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different lengths, and starting at different times. This could introduce added
complications for tourists and the tourist industry, particularly if, in addition, a substantial
number of Member States remain outside the euro area.  

Use of the euro before 2002

The draft regulation on the introduction of the euro  applies the principle of  “no compulsion no27

prohibition” during the transitional period between 1999 and 2002. This means that, during these
three years, tourist operators will be able to continue pricing in national currencies; or at any
stage - and despite the absence of euro notes and coins -  to use the euro for invoices, accounts,
pricing, etc. This should create both opportunities and problems for the tourist industry. For
example:

# As the Single Currency becomes more widely-used in financial transactions, and more
potential customers have bank accounts denominated in it, there will be a growing
incentive to quote air-fares, hotel bills, all-inclusive packages, etc. in euros. It is
reasonable to forecast that dual pricing will be introduced within the tourist industry at
an early stage.  Pricing in euros by providers of services from different countries will
enable tourists to compare these prices more easily, and increase competition.

# On the other hand, price formation in this way will be complex for service providers
unless component services - hotels, transport undertakings, etc. - also price and invoice
in euros. Like a telephone system, the cost-effectiveness of using euros will depend upon
how many other users there are.

# Most travellers' bills are not settled in cash, but by credit or payment card or cheque. The
extent to which debiting in euros is accepted by hotels, restaurants, etc. will be of great
importance to tourists. 

# Credit cards and cheques, of course, can already be used for making payments in foreign
currencies - but often at the cost of high exchange charges. Following the introduction
of the euro, the conversion rates to be used between participating national currencies and
the euro will be fixed by law to six significant figures. Conversions from one
participating national currency into another will also take place at legally-determined
conversion rates, the sum first being converted into euros, and then  into the target
national currency unit. 

# However, transaction and handling charges will be permissible. It will therefore be of
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critical importance whether paying by card or cheque in euros involves charges higher
than if the payment had been made in national currency.

# In the case of cheques, it has been suggested that both tourists and providers of tourist
services would be aided if all cheques on euro-denominated accounts were to be
distinguished in some way - perhaps if all issuing banks, etc. were to agree on a particular
colour.  

Monetary Union and the Tourist Industry

These changes, which will benefit tourists as consumers, will also have an effect on the supply
side: i.e. on the tourist industry itself.  Among the questions that arise are:

C If price reductions as a result of the overall increase in competitive pressures lead to an
expansion of demand, will the industry as whole expand? Or will this demand effect be
offset by reductions in profit margins?

C What will be the impact on the pattern of  tourist flows within the Community?  

C What will be the consequences for investment in the tourist industry, and the
development of Community policy?

Conditions of  Competition 

Once the exchange rate distortions have been eliminated, competition within the European tourist
industry will largely depend on fundamentals: i.e. on what each country, region, town, etc. has
to offer.  

As a result, the tourist industry in a country which once relied on an undervalued or a
depreciating currency will have to improve efficiency if it is to remain competitive. Increases in
local prices will no longer be disguised by exchange-rate changes. Real price differentials will
determine the direction of flows. 

Such an analysis implies that the traditional flow of tourism from the “hard-currency” North of
Europe to the “soft-currency”  South may be somewhat modified once both groups are within the
Single Currency area. 

Although the South will retain its natural and cultural attractions - sun, food and wine, historical
and artistic heritage, etc. - it is likely that investment will be required to meet the priorities of
tourists from the North: in particular environmental concerns and the quality of service (for
example, the cleanliness and safety of hotels, beaches, methods of transport, etc.).

The very fact of  Monetary Union, however, should make such investment attractive. Interest
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   See “The Euro and the Consumer” ( Briefing 28)28

  See "The Single European Currency: problems for Retailers" (Briefing 9)29
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rates are likely to fall in the countries concerned; and exchange risks will be eliminated. At the
same time, investment in the tourist industry throughout the Euro area should also become more
attractive as exchange-rate volatility - or the risk of such volatility  - is reduced to zero.

The Single Currency is therefore likely to result not only in an expansion of demand in the tourist
industry,  but also a commensurate increase in supply. The estimate of the tourist industry itself
is that tourist flows will increase by about 10%. 

The period 1999 - 2002

The advantages for tourists of using the euro for pricing, invoicing, etc. under the "no
compulsion, no prohibition" principle after 1999 have already been examined. In the case of the
industry, there will also be advantages and problems. 

# Changing accounting systems, etc. into euros will involve costs for operators, which must
either be absorbed in reduced profit margins, or passed on to customers .  Those28

operators that choose to use the euro might therefore initially be at a competitive
disadvantage.

#  It is likely that those travel agents, etc. who deal predominantly with business clients will
begin  invoicing in euros at an early stage. The use of the euro for tourists will come later.

 
# As pricing in euros becomes more widespread, those operators using it may acquire a cost

advantage over those still pricing in national currencies. This will be because all the
components of, for example, a tourist package (hotels, transport, leisure facilities, etc.)
will themselves be priced in euros rather than in different national currencies.

# Those operators still using national currencies in 2002 will at that stage have to bear the
conversion costs in any case.

Dual pricing and dual circulation

The change-over from national notes and coins to euro notes and coins will create especial
problems for the tourist industry. 

# The period during which both national and euro currency is in circulation will create extra
costs, especially for small firms. All retailers will have to make arrangements for dual
tills.  In the case of cafés and restaurants, waiters and waitresses will need to carry29

change in two currencies. The legal requirements to give change in legal tender will in
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  See Briefing 28, p.1330

PE 166.82616

any case create special problems.30

# Consumers’ representatives are anxious that there should be a period of at least six
months before the changeover, and an equal period afterwards, during which prices
would be displayed in both national currency and the euro equivalent. As an additional
aid to tourists, dual pricing should also be carried out according to a standard format in
all participating countries. This would probably require Community legislation. 

# Dual pricing, however, will create additional costs for retailers, etc. (see p.11), who
would prefer the matter to be dealt with on a voluntary basis rather than through
legislation.

# It is, however, likely that the tourist industry will in any case find it advantageous to
introduce dual pricing - for example, in travel brochures, catalogues, etc. - at an early
stage: perhaps even from the start of Stage 3 in 1999.     

Exchange and conversion charges

Though in the long run the abolition of exchange costs through the introduction of a Single
Currency should benefit the tourist industry as a whole, there will in the short term be certain
offsetting disadvantages.

# Hotels and other similar non-banking bodies often make substantial charges for changing
currencies. In so far as these are intended to cover exchange risks, they will no longer be
legal once the six-significant-figure conversion rates have become enforceable at the start
of EMU Stage 3. 

# Currency exchange services nevertheless involve other costs: staffing, carrying "floats"
of different currencies, etc. The extent to which these can be passed on to customers is,
however, a matter of controversy. Consumers’ representatives argue that, since after
January 1st 1999 all participating national currencies will only be "different expressions"
of the euro itself, charges should no more be made for changing between them than for
changing a large note into smaller notes and coins of the same currency. 

Preparations for the Single Currency

Much of the tourist industry has already begun to prepare for the introduction of the euro.
Medium-sized and large travel agents, for example, have for a year been examining the
implications in a number of areas:
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C Pricing and marketing policies
C The legal aspects of contracts (these are often concluded with hotels,

etc. several years in advance).
C Staff training.
C Accounting.
C The adaptation of computer systems.   

Implications for Airlines

The introduction of the euro will have special implications for the 255 airlines represented in
IATA. A centralised, international clearing system already exists for billing and settlement,
which operates on the basis of a special exchange-rate system.

An "EMU Task Force" has for some time been in existence within IATA to prepare for the Single
Currency. Agreement will be needed, in particular, on the issuing of tickets priced in euros, and
on double-priced tickets. 

This issue is also under examination within the separate airlines, as is that of accepting payment
for tickets in euros between 1999 and 2002. SABENA, for example, has declared its willingness
to accept credit-card payments in euros. 

Should the euro become a major world currency on a par with the Dollar there could be major
implications for airlines in the field of fuel-pricing. At present, fuel prices are expressed in
Dollars world-wide.
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Michel de BLUST, Secretary General, Group of National Travel Agents and Tour Operators
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Marguerite SEQUARIS, Secretary General of the Confederation of the National Associations
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European Economic Area

Stephen WHEATCROFT, Economic Advisor of the World Travel & Tourism Council
(WTTC)

Rebecca OSTROWSKA, Currency Co-ordinator, EMU Task Force, IATA

Katrin SCHWEREN, Economic Advisor, BEUC.


