
The tax on Christmas 
 
This Christmas, British families will stump up an average £220 tax on their 
festive spending. Virtually all Christmas purchases, from iPods to crackers, 
are subject to VAT, and granny’s sherry attracts excise duty on top. The total 
tax bill will come to £5.5bn. 
 
Christmas is a time of giving, but few families appreciate how much they’re 
being forced to give to the taxman. Here is the tax charged on a few 
Christmas staples: 
 
Nintendo Wii-         tax £27 
Apple iPhone (including 18-month mid-range service contract) tax £161 
Apple iPod Classic-         tax £34 
Harry Potter PS3 game-        tax £6 
Quality Street family tin-       tax £1.40 
Moet & Chandon champagne-       tax £6 
Remy Martin cognac-       tax £10 
6ft Nordman xmas tree-        tax £6 
 “Jack Frost” Crackers-       tax £2.25 
“Old Time” Santa suit-       tax £21 
Santa beard and wig set-       tax £2.25 
 
In fact, just about the only festive spending that escapes tax is the turkey and 
brussels sprouts.  
 
The cost of Christmas: according to Deloitte’s long-running Christmas Retail 
Survey1 the total cost of Christmas this year will be £33.6bn. That works out at 
£1340 per UK household, of which £336 will go on food and drink, £732 on 
gifts, and £272 on socialising. 
 
Tax: the Christmas tax principally comprises VAT and Excise duties. VAT is 
charged at 17.5% on virtually all Christmas goods and services except basic 
foodstuffs and childrens’ clothing. We estimate that only about £120 of the 
average £1340 household spend will be non-chargeable, giving an average 
VAT bill of £182. That is a total VAT bill of £4.55bn. 
 
On excise duties, figures from the Office for National Statistics2 show that 
spending on alcohol runs at about £12bn in the final quarter of the year. We 
estimate that £6bn of that is Christmas spending, and with the average 
effective duty rate on alcohol currently around 16%, that implies a duty bill of 
£0.96bn.  
 
The total estimated tax bill is therefore £5.5bn, or £220 per household. 
 

                                                 
1 Deloitte Christmas Retail Survey 2007, downloadable here 

http://www.deloitte.com/dtt/cda/doc/content/uk_cb_christmasretailreview_2007.pdf 

 
2 Consumer Trends, No 45, ONS, downloadable here 

http://www.statistics.gov.uk/downloads/theme_economy/CT2007Q2.pdf  
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