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Taxing Tourism in Spain: Results and Recommendations
Summary

This paper analyses the foundations, possible applications and the effects of tourism
taxation in Spain. The article begins with an analysis of the economic and
environmental reasons for taxing tourism, which would seem to call for taxes based on
the principle of benefit, for either revenue or corrective purposes. Subsequently, we
describe the praxis of tourism taxation in Spain, with special mention being given to the
now repealed Balearic ecotasa. Finally, the effects of two fiscal modifications with
revenue or corrective objectives are studied through the use of an applied general
equilibrium model developed for the Spanish economy. We thus see that a 10% tax on
lodging brings in significant public receipts, increases social welfare and has no effect
on the environment. On the other hand, an increase of VAT rates on tourism-related
sectors could have the same effects on tourist expenditure but at the costs of greater
impact for Spain’s economy.

Keywords: Taxes, Tourism, Environment, Spain

JEL Classification: H22, L83, Q28

The authors are grateful to Michael McAleer and to an anonymous referee for their
valuable comments and suggestions. The paper has also benefited from funding by
research project SEC2002-03095 financed by the Spanish Ministry for Science and
Technology and ERDF. All implicit and explicit errors are of our sole responsibility.

Address for correspondence:

Xavier Labandeira

Faculdade de CC. Econémicas
Campus Universitario

36310 Vigo

Spain

E-mail: xavier@uvigo.es



1. Introduction

In recent decades tourism has become a primary economic activity of many countries,
with Spain as a good example in the developed world. If the economic benefits of
tourism are clear (more added value and employment, for example), the various costs
derived from it are also evident (congestion, environmental degradation, etc.). This
makes public regulation of tourist activity a necessity, and such regulation must
pursue a certain balance, not always easy to reach, in order to attain the maximum

net social benefit over time.

Among the public policies affecting the tourism sector, taxation plays an especially
important role. This is due, first of all, to the magnitude of the potential revenue in
terms of the fiscal system and its high degree of social acceptability. Secondly, its
importance is linked to its capacity to act as the substitute of a price for the public
goods and services consumed by tourists. Finally, there is the corrective (e.g.

environmental) role that these taxes can be given.

For those or other reasons, in recent years many countries have introduced a wide
range of taxes on tourism. In particular, some relevant attempts have already been
made in Spain and new proposals are to be expected in the next few years. Therefore,
given the importance of the Spanish tourism industry and of the efficiency and
distributional effects generally associated to taxation, a comprehensive analysis
should be carried out on the possibilities and consequences of such policy option. This
paper proposes to carry out this analysis through an Applied General Equilibrium
Model (AGEM), quite a useful method to deal with these issues but scarcely employed

in the literature so far.

The structure of the article is as follows. First of all, the foundations underlying the
taxation of tourism are analyzed (section 2) to continue with the description of some
practical applications in Spain (section 3). Section 4 shows the main characteristics of
the AGEM for the Spanish economy used in this exercise. The following section

presents and discusses the simulation results of two hypothetical tax measures



Table A2. Goods and services purchased by non residents in Spain in the
Satellite Accounts of Tourism (SAT-96) and correspondence with the NAM-95

Sectors NAM-95 Sectors SAT-96

AGRICULTURE, COAL, OIL, MNER, REFINED OIL,
ELECTRICITY, NATURAL GAS, FOOD, MANUFACTURES,

Other Goods
CHEMICAL, MINERAL PROD., METAL PROD., CONSTR.

SERVICES 1 Housing rentall

Vehicle rental

Hotel servi
HOTEL & RESTAURANTS oLe services

Restaurant services|

Passenger transport

TRANSPORT

Travel agencies

Other transport services|

SERVICES 2

Cultural, sport and other leisure services

Source: Own calculations. Satellite Accounts of Tourism (SAT-96) are published in INE (2001).

26



EBSCOhost

4 Atras

1 pagina o paginas que

Pagina 1

se imprimiran.

Registro: 1
Titulo:

Autor:
Afiliacion del autor:
Fuente:

Informacién del
editor:

Fecha de publicacion:

Resumen:

Descriptores:

Palabras clave:
Tipo de publicacion:
Disponibilidad:

Nota de
disponibilidad:

Cddigo de
actualizacion:

Numero de acceso:

Base de datos:

4 Atras

Taxing Tourism in Spain: Results and Recommendations

Labandeira, Xavier; Gago, Alberto; Picos, Fidel; Rodriguez, Miguel

University of Vigo; University of Vigo; University of Vigo; University of Vigo

2006

Fondazione Eni Enrico Mattei, Working Papers: 2006.40

2006

This paper analyses the foundations, possible applications and the effects of tourism taxation in Spain.
The article begins with an analysis of the economic and environmental reasons for taxing tourism,
which would seem to call for taxes based on the principle of benefit, for either revenue or corrective
purposes. Subsequently, we describe the praxis of tourism taxation in Spain, with special mention being
given to the now repealed Balearic ecotasa. Finally, the effects of two fiscal modifications with revenue
or corrective objectives are studied through the use of an applied general equilibrium model developed
for the Spanish economy. We thus see that a 10% tax on lodging brings in significant public receipts,
increases social welfare and has no effect on the environment. On the other hand, an increase of VAT
rates on tourism-related sectors could have the same effects on tourist expenditure but at the costs of
greater impact for Spain's economy.

Taxation and Subsidies: Incidence (H220)
Sports; Gambling; Recreation; Tourism (L830)
Renewable Resources and Conservation: Government Policy (Q280)

Taxes, Tourism, Environment, Spain

Working Paper

http://www.feem.it/NR/rdonlyres/7AFFFA6D-EB90-4FF1-909D-7F1C92F6538D/1899/4006. pdf

Information provided in collaboration with the RePEc Project: http://repec.org

200605

0837655

EconlLit



st

- Annual Reports

- Books

- Environmental Reports
- FEEM @ A Glance

Newsletters

— . .
Rapporti sullo sviluppo
sostenibile

-

Reprints
Trip

Working Papers

Fondazione

ﬁE Erqs“ico Mattei

Publications

Home Page | Publications

PUBLICATIONS

Annual Reports
FEEM's Annual Reports were a general overview on FEEM structure, international network,
research partners and the results accomplished. The last Annual Report was published in 2003.

Books
The Fondazione has two Editorial Series:
i Edward Elgar Publishing/FEEM Series on "Economics, the Environment and Sustainable

Development"
Editorial Board: K. Arrow, W. Baumol, P. Dasgupta, K-G. Maler, I. Musu, H. Tulkens, C.
Carraro (Series Editor)
Il Mulino/FEEM Series on "Ambiente e Sviluppo" (Environment and Development).
Editorial Board: B. Bortolotti, C. Carraro, M. Galeotti, C. Giupponi, A. Marsanich, G.I.P.
Ottaviano, D. Pinelli, M. Tamborra, A. Lanza (Series Editor).

FEEM issues a Publications Catalogue with the publication details and abstracts of all of its
books.

Environmental Reports
This section contains Environmental Reports in Italian and English.

Equilibri
FEEM cooperates with "Il Mulino" for the publication of the journal "Equilibri", which deals with
sustainable development.

FEEM @ A Glance
A short guide to the Fondazione, its organisation, research activities, publications, training courses,
seminars and conferences.

Newsletters
The Fondazione issues a Newsletter twice a year, covering reports on FEEM activities in general.

Rapporti sullo Sviluppo Sostenibile
FEEM circulates a series of working papers in ltalian focused on the issue of sustainable
development.

Reprints

This section contains a list of working papers circulated in FEEM's Note di Lavoro series that have
been subsequently published in journals and books. The data are based on information received
from the authors.

Trip

Twice a year FEEM publishes a TRIP report in Italian (TouRism International Panel), based on a
forecast model developed in cooperation with CISET-University Venice.

Working Papers/Note di Lavoro

FEEM circulates a series of working papers in English collecting the output of research in the field of
economics, energy and the environment and the presentations made at international workshops
and congresses. FEEM Note di Lavoro are included in AgEcon, the Economics Research Institutes
Paper Series of SSRN, RePEc, Berkeley University Press and in Econlit.

CSR Papers

The Corporate Social Responsibility Working Paper series includes a selection of papers presented
at the Marie Curie project on "The potential of CSR to contribute to the implementation and
integration of EU strategies" (CORE), which stands as an important series of events at high
academic level but also including company representatives with a breadth of interdisciplinarity.

EURODIV/SUSDIV Papers
The EURODIV/SUSDIV Working Paper series collect the output of two closely related projects,
EURODIV and SUSDIV, both aimed at providing a better understanding of cultural diversity.

Doctoral Papers Series

The Doctoral Papers Series is a special series housing selected papers written by PhD
candidates/doctoral students. Most of these papers will be subsequently published as chapters of
the doctoral thesis.

~ TOF

Publications | Networks | Programmes | Seminars | Conferences | Library

Overview | Locations | Webmail | Contact | Map | Join FEEM





