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DESCRIPTION

The tourism and hospitality industry is one of the most dynamic 
and rapidly expanding sectors of the global economy. It 
contributes significantly to GDP, generates employment across 
diverse skill levels, promotes cultural exchange, and stimulates 
development in both urban and rural regions. As countries 
around the world invest in infrastructure, digitalization, and 
promotional campaigns to attract tourists, one factor often 
becomes a point of contention: taxation [1-2].

High taxes on tourism-related services such as accommodation, 
flights, food, and entertainment can act as a deterrent for both 
domestic and international travelers. As the industry continues 
to grow, there is a compelling need to evaluate the impact of 
taxation policies on customer behavior and the broader 
economic benefits of tourism. Reducing customer tax burdens 
can serve as a powerful tool for encouraging tourism growth, 
enhancing competitiveness, and ensuring long-term sustainability 
in the hospitality sector [3-4].

Growth of the tourism and hospitality sector

Over the last two decades, the tourism and hospitality sector has 
undergone remarkable transformation. Improvements in global 
connectivity, the rise of low-cost airlines, advancements in digital 
platforms, and increased disposable incomes have all 
contributed to a surge in global travel. Emerging destinations, 
cultural heritage sites, eco-tourism hotspots, and luxury resort 
towns are increasingly on travelers’ radars [5].

Governments and private sectors alike are investing in airport 
expansions, hotel chains, smart tourism technologies, and digital 
marketing to enhance visitor experiences. The sector has also 
proven to be resilient-adapting to crises like the COVID-19 
pandemic through innovations in health safety, contactless 
services, and remote tourism options. Yet, despite all these 
advancements, excessive taxation remains a hidden barrier to 
maximizing the sector’s full potential [6].

The hidden cost of high tourism taxes

Many countries apply Value-Added Taxes (VAT), service taxes, 
bed taxes, airport fees, and other levies to tourism services. 
While these are often justified as ways to generate public 
revenue, they can cumulatively raise the cost of travel 
significantly. For example, tourists may pay upwards of 25-30%
in combined taxes on hotel rooms, airline tickets, and meals in 
certain destinations [7].

High taxation can make destinations less competitive, especially 
when travelers are comparing costs across multiple countries or 
cities. This is particularly true for price-sensitive markets such as 
backpackers, solo travelers, student groups, and families. In 
contrast, destinations with lower tax burdens tend to see longer 
stays, increased local spending, and higher customer satisfaction 
[8].

Moreover, high tourism taxes can disproportionately affect 
domestic travelers, who might opt for cheaper alternatives or 
forego vacations altogether. In turn, this affects local businesses, 
employment, and the overall economic ripple effect of tourism.

The case for reducing taxation

Lowering tourism-related taxes, especially on customers, can be a 
strategic move to stimulate demand and broaden the industry’s 
reach. Several benefits arise from such a policy shift:

Increased visitor numbers: Reduced costs make travel more 
accessible, particularly for budget travelers and repeat visitors. 
This boosts hotel occupancy rates, tour bookings, and spending 
on local services.

Extended length of stay: Tourists are more likely to extend their 
trips when they perceive better value for money, which results in 
greater economic impact per visitor.

Local business support: Small and Medium Enterprises (SMEs)-
such as restaurants, homestays, handicraft vendors, and 
transport providers-thrive when there is a steady influx of 
tourists.
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potential in the sector. Strategic tax relief not only makes 
destinations more affordable and appealing but also drives 
inclusive growth by supporting local businesses, creating jobs, 
and enhancing visitor satisfaction. As countries compete to 
attract tourists in a post-pandemic world, smart taxation policy 
could be the key to turning curiosity into commitment and visits 
into long-term value.

REFERENCES
1. Majeed S, Kim WG. Emerging trends in wellness tourism: A

scoping review. J Hosp Tour Insights. 2022;6(2):853-873.
2. Leng CH. Medical tourism and the state in Malaysia and

Singapore. Glob Soc Policy. 2010;10(3):336-357.
3. Mishra V, Sharma MG. Framework for promotion of medical

tourism: a case of India. Int J Glob Bus & Competitiveness.
2021;16(S1):103-111.

4. Pocock NS, Phua KH. Medical tourism and policy implications for
health systems: a conceptual framework from a comparative study
of Thailand, Singapore and Malaysia. Global Health. 2011;7:1-2.

5. Bathla G, Raina A, Rana VS. Artificial intelligence-driven
enhancements in medical tourism: Opportunities, challenges, and
future prospects. Impact of AI and robotics on the medical
tourism industry. 2024:139-162.

6. Gu D, Humbatova G, Xie Y, Yang X, Zolotarev O, Zhang G.
Different roles of telehealth and telemedicine on medical tourism:
An empirical study from Azerbaijan. InHealthcare. 2021;9(8):
1073. MDPI.

7. Beladi H, Chao CC, Ee MS, Hollas D. Does medical tourism
promote economic growth? A cross-country analysis. J Travel Res.
2019;58(1):121-135.

8. Balcilar M, van Eyden R, Inglesi-Lotz R, Gupta R. Time-varying
linkages between tourism receipts and economic growth in South
Africa. Appl Econ. 2014;46(36):4381-4398.

Ferre D

Destination competitiveness: Countries or regions with lower 
tax burdens on tourism become more attractive in the global 
market, improving their rankings and visibility.

Higher long-term tax revenues: Paradoxically, lowering 
individual tax rates can lead to higher aggregate tax revenues 
through increased volumes of economic activity.

Strategic implementation and safeguards

The tax reduction must be approached strategically. Blanket tax 
cuts without proper planning can strain public budgets. 
However, targeted reductions-such as seasonal tax breaks, 
discounts for domestic tourists, or exemptions for rural or 
underdeveloped areas-can be more effective.

Incentives can also be tied to sustainability goals. For instance, 
tourists who choose eco-certified hotels or use public transport 
could receive rebates or reduced service taxes. Likewise, dynamic 
pricing strategies can apply lower taxes during off-peak periods 
to balance tourist inflows.

Governments must also ensure transparency and accountability 
in how tourism taxes are collected and reinvested. Revenues 
should be directed toward infrastructure development, 
environmental conservation, cultural preservation, and 
community support-thus creating a positive feedback loop.

CONCLUSION

The development of tourism and hospitality is a critical engine 
for global economic growth, cultural exchange, and sustainable 
development. While investment and innovation are essential, 
reducing the tax burden on customers can unlock even greater
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