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The tax on holidays 
 

 
This summer millions of British families will head off for a well-earned holiday. But before 

they do many of the simple but important purchases they make are subject to tax. Items 

such as clothes are subject to VAT, whilst travel insurance purchases are hit by Insurance 

Premium Tax (IPT). The relative cost of ticket taxes in the UK is the highest in the 

developed world.1 

 

New calculations by the TaxPayers’ Alliance reveal just how heavy a burden the taxman 

places on our summer getaways. The key findings of this research are: 

 

 In 2015 the estimated total tax bill for holidays abroad will total almost £2.4 billion. 

That works out at £62 for each holiday taken abroad. 
 
 The TaxPayers’ Alliance’s 2008 estimate for the total tax bill on holidays abroad was 

nearly £1.5 billion. Since then the total bill has risen by over £900 million, due in part 

to changes in the rates of Air Passenger Duty and higher VAT 

 

Table 1: Tax charged on holidays abroad 
 

Item Tax charged (£) 

Total APD charged on holiday flights 665,911,698 

VAT on pre-holiday shopping 1,575,843,750 

Holiday Insurance Premium Tax 154,076,000 

Total tax on holidays abroad 2,395,831,448 

Number of holidays taken abroad 38,519,000 

Tax per holidaymaker 62 

 

 A family of four2 travelling to Florida will face an average tax bill of £398 on their 

flights and holiday purchases in the UK, an increase of £198 since 2008. 

 

                                                 
1 World Economic Forum, Travel and Tourism Competitiveness Report 2015 
http://www3.weforum.org/docs/TT15/WEF_Global_Travel&Tourism_Report_2015.pdf 
2 Two adults, two children aged 12 or over 

http://www3.weforum.org/docs/TT15/WEF_Global_Travel&Tourism_Report_2015.pdf


 

Table 2: Tax charged on a holiday to Florida for a family of four 

 

Item Tax charged (£) 

Total APD charged on holiday flights to Florida 284 

VAT on pre-holiday shopping 98 

Holiday Insurance Premium Tax 16 

Total tax on holiday abroad 398 

 

 A family of six3 travelling to Spain will face an average tax bill of £182 on their 

flights and holiday purchases in the UK. 

 

Table 3: Tax charged on a holiday to Spain for a family of six 

 

Item Tax charged (£) 

Total APD charged on holiday flights to Spain 52 

VAT on pre-holiday shopping 106 

Holiday Insurance Premium Tax 24 

Total tax on holiday abroad 182 

 
 A couple travelling to Australia will face an average tax bill of £240 on their flights 

and holiday purchases in the UK. 

 

Table 4: Tax charged on a holiday to Australia for a couple 

 

Item Tax charged (£) 

Total APD charged on holiday flights to Australia 142 

VAT on pre-holiday shopping 90 

Holiday Insurance Premium Tax 8 

Total tax on holiday abroad 240 

 

                                                 
3 Two adults, two children aged 12 or over, two children under 12 



 

To arrange broadcast interviews please contact: 
 

Andy Silvester 
Campaign Director, TaxPayers’ Alliance 
andy.silvester@taxpayersalliance.com 

07891 059 567 
To discuss the research, please contact: 

 
Jennifer Salisbury Jones 

Policy Analyst, TaxPayers’ Alliance 
jennifer@taxpayersalliance.com 

07717 752 265 
 
 



 

Sources and methodology 
 

The number of holidays taken abroad by UK residents 

 

In 2014, the latest year for which data is available, there were over 38.5 million trips 

abroad classified as “holidays”, of which 31 million of were taken by air travel. 24.4 million 

trips were within Europe and 6.6 million to destinations outside of Europe.4  

 

Calculation of Air Passenger Duty on flights taken for holidays 

 

Air Passenger Duty is a departure tax charged on flights from the UK. Different rates apply 

depending on the distance travelled, based on the distance from London to the capital city 

of the destination country. From April 2015 the number of bands has been reduced from 

four to two which are as follows: 

 

Table 5: Rates of Air Passenger Duty5 

 

Destination bands and 

distance from London (miles) 

Reduced rate from: (for travel 

in the lowest class of travel 

available on the aircraft) (£) 

Standard rate from: (for travel 

in any other class of travel) (£) 

Band A (0-2,000 miles) 13 26 

Band B (over 2,000 miles) 71 142 

 

For this analysis we applied the 2015 rates of Air Passenger Duty. The Office for National 

Statistics (ONS) data shows what countries were visited, how many times and a breakdown 

of the type of visit: holidays, business, visiting family or relatives or other. HMRC produces 

a list of what band applies to flights for specific countries. We then applied these bands to 

the ONS breakdown detailing the destinations of the holiday flights. Where the ONS data 

grouped certain countries – for instance, ‘Other North Africa’ – we applied the lowest band 

suitable for the region.  

 

10 per cent of long-haul trips – those of Band B or above – were taken by other methods 

than flying. After totalling APD for all the countries visited, we subtracted 10 per cent of the 

total to reflect this. In all calculations we used the reduced rate of APD, which is for 

economy class flights. In reality many holidays will have been taken with a higher (defined 

as ‘standard rate’ in the table above) class of travel. 

 

From April 2015, children under 12 are exempt from APD.6 The ONS produces data detailing 

the number of holidaymakers with all children covered by a 0 – 15 age bracket. The spread 

                                                 
4 ONS, Travel Trends 2014 http://www.ons.gov.uk/ons/rel/ott/travel-trends/2014/index.html 
5Data excludes flights from Northern Ireland and the Scottish Highlands and Islands region. 



 

of ages within this bracket was assumed to be the same as for the general population, 

resulting in 3.1 million holidaymakers under the age of 12. This number was then 

subtracted from the total number of holidays and the resulting total used in the APD 

calculation. 

 

                                                                                                                                                                    
6 HM  Revenue and customs: Air Passenger Duty: child exemption 
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/385074/Air_Passenger_Duty_-

_child_exemption.pdf  

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/385074/Air_Passenger_Duty_-_child_exemption.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/385074/Air_Passenger_Duty_-_child_exemption.pdf


 

Pre-holiday shopping in the UK 

 

Spending on the other goods and services was estimated by using a representative basket 

of pre-holiday purchases, for both adults and children. The guide prices for the items in the 

list were taken from lower-cost stores, meaning that the total cost of the basket of goods is 

likely to be an underestimate. The figures are rounded to the nearest pound. 

 

VAT is levied on most goods and services at 20 per cent. Relevant to holiday spending, only 

books and children’s clothes are VAT exempt. The ONS data states that around 4.2 million 

holiday makers are below the age of 16, which is used as a guide in our calculations. 

 

Table 6: Representative basket of pre-holiday purchases, with VAT charge 

 

Item Adults Children 

Item cost (£) VAT (£) Item cost (£) VAT (£) 

Sun cream 8 1.60 8 1.60 

Sunglasses 20 4 0 0 

Summer dress 30 6 0 0 

Sarong 10 2 0 0 

Razors 10.50 2.10 0 0 

Shaving foam 3.50 0.70 0 0 

Toothpaste 2.50 0.50 1.25 0.25 

Aftershave/perfume 40 8 0 0 

Deodorant 2.75 0.55 0 0 

Hair cut  22 4.40 10 2 

Session on a sun bed  7 1.40 0 0 

Pairs of shorts  20 4 8 0 

2 T-Shirts 24 4.80 10 0 

Swimming costume 15 3 8 0 

Pair of flip flops 12 2.40 5 0 

Tax paid per person (£) 45.45 3.85 

Number of holiday makers 34,316,000 4,203,000 

Total VAT bill (£) 1,575,843,750 

 



 

Insurance Premium Tax 

 

For travel insurance, a basic budget family package (excluding ski/extreme sports cover) for 

10 days in Europe was used to estimate a per person cost. Prices were found using a price 

comparison website.7 

 

10 days is the average duration of holidays abroad according to the ONS data (rounded 

from 10.3 days). 

 

The insurance cost is likely to be an underestimate given that travel insurance for 

destinations outside Europe is generally more expensive, although the minority of 

holidaymakers who chose not to purchase travel insurance will to some extent offset this. 

 

Table 7: Indicative total of Insurance Premium Tax on travel insurance for holidays abroad 

 

Item Amount 

Budget travel insurance per person (£) 20 

Number of holidays taken abroad 38,519,000 

Estimated cost of travel insurance (£) 770,380,000 

Insurance Premium Tax 20% 

Amount in tax (£) 154,076,000 

 

                                                 
7 Family of four travelling within Europe https://travel.comparethemarket.com/Prices  

https://travel.comparethemarket.com/Prices


 

Tax on a holiday to Florida for a family of four 

 

Calculations are based on a family of four consisting of two adults and two children, both 

twelve or over. Sources for the individual tax costs for each item are detailed above. 

 

Table 8: Individual and total tax bills for a family’s holiday to Florida 

 

Item Individual cost (£) Combined costs Total (£) 

APD to Florida 71 4 individuals 284 

VAT per adult 45 2 adults 90 

VAT per child 4 2 children 8 

IPT per person 4 4 individuals 16 

Total 398 

 

 

Tax on a holiday to Spain for a family of six 

 

Calculations are based on a family of six with two adults and four children, two of whom 

are twelve or over and two who are under twelve. Sources for the individual tax costs for 

each item are detailed above. 

 

Table 9: Individual and total tax bills for a family’s holiday to Spain 

 

Item Individual cost (£) Combined costs Total (£) 

APD to Spain 13 4 individuals over 12 52 

VAT per adult 45 2 adults 90 

VAT per child 4 4 children 16 

IPT per person 4 6 individuals 24 

Total 182 

 

Tax on a holiday to Australia for a couple 

 

Calculations are based on a couple of two adults. Sources for the individual tax costs for 

each item are detailed above. 

 

Table 10: Individual and total tax bills for a family’s holiday to Australia 

 

Item Individual cost (£) Combined costs Total (£) 

APD to Spain 71 2 individuals 142 

VAT per adult 45 2 adults 90 

VAT per child 4 0 children 0 

IPT per person 4 28 individuals 8 

Total 240 
 


