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Disposable Income and Tax rates
It is important to understand that there has been a general increase in tourism for the last 50 years or more.  Some of the reasons for this include:
1. Greater awareness – through advertising and television programmes providing people with ideas and information about where they might go on holiday
1. More car ownership – making it easier to travel to tourism destinations, especially for domestic tourism
1. Improvements in technology – transport technology have made journey times quicker and information technology has made it easier to buy and book flights, holidays and other tourism products  
1. More leisure time – people now have more paid holidays and are able to travel more often
1. More affluence – generally people are better off financially than they used to be and they have a greater disposable income.
Disposable income = the amount of money a person has left to spend after they have paid taxes.
So, very simply, if a person is paid £800 per week and they pay £100 in taxes, their disposable income is £700.
If there is a rise in taxation, disposable income will fall and vice-versa.
There are a number of items that a person or family has to buy out of their disposable income before thinking about what luxuries or extras they can afford.  These items would include rent or a mortgage on the home in which they are living, heating costs, food and drink, getting to and from work, etc.  Only when these items have been paid for can people or families start to think whether or not they can afford days out or a holiday.  
Most products of tourism organisations are not ones that are needed to live week by week.  Holidays etc. can only be afforded if all the necessities in life have been paid for.  In modern Britain, some families can afford two or three holidays each year, some families might struggle to afford a few days out.   
Although the reasons for the growth in tourism given above indicate that an increase in disposable income has increased over recent decades, a family’s disposable income can increase or decrease from year to year.  This can affect tourism organisations in a number of ways.  For example, a family might decide that they cannot afford a package holiday abroad but they decide to spend a week on a holiday park in the UK instead.  
Disposable income increases by:
1. Working extra hours
1. Having a pay rise or bonus
1. Taxes being reduced
Disposable income decreases by: 
1. Working less hours
1. Having a wage cut
1. Taxes being increased

Activity 1  
For each of the situations in the table below, suggest whether the family has had an increase or decrease in its disposable income.
	Situation
	Increase or decrease in disposable income?

	‘Money has been a bit tight since Mum had her hours cut, so I don’t think that we can afford the holiday to Spain this year.’
	

	‘Being out of work for a month before Easter made a dent in our savings, so I think it’s only a few days out this summer.’
	

	‘Although I only had a couple of days off in almost six weeks, I think that we can afford that trip to London at half term.’
	

	‘All of my team worked hard for their bonus, so I think that we can consider Disneyland Paris at Easter.’
	

	‘We were thinking about a skiing holiday this year but that increase in taxes has put an end to that.’
	

	If Mum and I can both do a few extra shifts over the next couple of months I think we can afford a trip to Alton Towers at Whitsun.’
	

	‘Last year my overtime payments helped us to afford a trip to Florida, but I can’t see that happening this year.’
	



The UK government collects a great deal of information about wages, spending, etc. by people living in the country.  This information is published by the Office for National Statistics.  The information is by standard groups (or categories) of items and does not include tourism directly.
The information for 2016 shows that the average household spending comes to about £530 per week and a breakdown of this spending is shown in the table below – but some of the information is missing!
 
	Category of spending
	£ per week

	Transport 
	

	Housing fuel and power
	£72.50

	Recreation and culture
	£68.00

	Food and non-alcoholic drinks
	

	Restaurants and hotels
	

	Miscellaneous goods and services
	£39.70

	Household goods and services
	£35.50

	Clothing and footwear
	

	Communication
	£16.00

	Alcoholic drinks and tobacco
	

	Health
	£7.20

	Education
	£7.00

	Total spending on all categories
	£455.30

	Other expenditure items
	£73.60

	Total expenditure
	


[bookmark: _GoBack]Activity 2
See if you can estimate the amount of spending on each of the categories for which a figure is missing by adding it to the column.  Remember, the total spending must be as close to £528.90 as possible.
Activity 3
Tourism is not used as a separate category.  Can you identify the five categories, from the table above, which might cover spending on tourism?  
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