
Value Added Tax: limitation on new orders 

‘No new Order shall be made under section 30(4) or 31(2) of the Value Added Tax Act 1994 
which: 

(a) Amends the current definition of “hot food” in the Act, or 

(b) Amends the Act to limit the zero rate to the supply of caravans used for residential 
purposes.’.—(Cathy Jamieson.)  

Brought up, and read the First time.  

18 Apr 2012 : Column 414  

Cathy Jamieson (Kilmarnock and Loudoun) (Lab/Co-op): I beg to move, That the clause be 
read a Second time. 

The Temporary Chair (Sir Roger Gale): With this it will be convenient to discuss the following: 

New clause 6—VAT on caravans—  

‘No new Order shall be made under section 30(4) or 31(2) of the Value Added Tax Act 1994 
which amends the Act to apply to holiday caravans that are currently zero rated.’. 

18 Apr 2012 : Column 419  

Peter Aldous (Waveney) (Con): I am grateful to be called to speak. I shall restrict my 
comments to new clause 6 and the proposed application of VAT to the sale of static holiday 
caravans from 1 October. My interest is a constituency one, as I fear that the impact of the 
measure will be far greater than HMRC has estimated. 

I have received representations and expressions of interest from a variety of parties. These 
include Hoseasons, one of the largest holiday providers in the UK, which is based in Lowestoft 
in my constituency; and five park operators, including the chairman of my own constituency 
Conservative association, who has herself written to the Treasury and a number of other 
Members. Small and medium-sized enterprises, including painters and decorators, and a bank 
are also concerned about the impact of the proposal on business viability. 

Let me make three observations. First, I fear that HMRC’s assessment of the impact of the 
change takes full account of neither the whole supply chain serving the industry, nor the fact 
that the industry is concentrated in specific geographical areas that will be hit very hard. 
Some of those areas are pockets of deprivation and unemployment, and many are coastal 
communities such as my constituency, where tourism is a vital component of the local economy. 

The supply chain includes manufacturers who are located almost exclusively in the UK—mainly 
in the Humberside area—wholesalers, and park operators. In recent years, the sale of static 
caravans has become a vital part of park operators’ businesses. Without such sales the future 
of some businesses will be at best uncertain, while others will cut both staff and the 
reinvestment in facilities that is so important if they are to continue to attract customers and 
ensure their own financial viability. Trading conditions have been very difficult for those 
operators in recent years, and the introduction of the new tax on 1 October, following so soon 



after the imposition of VAT on pitch fees, rates, and water and sewerage bills on 1 January, 
would contribute to a double whammy. 

I am especially concerned about the fact that HMRC’s assessment takes no account of the 
numerous SMEs that work in the parks. There are builders, decorators, plumbers, electricians, 
people who fit carpets and curtains, and people who service plant and equipment. We should 
also bear in mind that many of those who work in the parks—admittedly on a seasonal 
basis—are young people gaining their first experience of work. An unintended consequence 
of the measure could, in some cases, be the removal of that vital first rung on the employment 
ladder. 

Mr David Hanson (Delyn) (Lab): In my part of north Wales, the projected 30% drop in sales 
shown by the Government’s own figures will have an impact on new purchases. Those who 
come to north Wales do not just buy static holiday homes; they buy cars and go to restaurants, 
pubs and shops, and their income and expenditure help to boost our economy. That will hit the 
hon. Gentleman’s constituency as well. 

Peter Aldous: I shall come to that issue in a moment. 

My second point is that HMRC’s analysis fails to take account of the vital role played by static 
caravan owners in a local economy such as that in Waveney. They are, in many respects, the 
“anchor tenant” for the whole tourism industry. They come to stay in the area for most 
weekends, and they do not limit their visits to the summer season. They spend money in local 
shops, restaurants and pubs, visit the many day attractions in my area such as Pleasurewood 
Hills and Africa Alive, or spend a day on the beach or boating on the Broads. A reduction in 
their numbers would have a significant knock-on effect on the many businesses in the area. 

Finally, I believe that the rationale for the introduction of the tax is flawed. It is claimed that it 
addresses an anomaly, as touring caravans are subject to VAT while static caravans are not. 
However, the industry has come a long way since 1973, when the VAT exemption was first 
made, and I believe that today’s static caravan has more in common with a holiday home than 
with a mobile caravan. Static caravans are more like second homes in terms of their facilities 
and the nature of the accommodation, the investment that their owners have made in them, 
and the way in which they are used—not just for once-a year holidays, but for regular visits 
throughout the year. 

Albert Owen (Ynys Môn) (Lab): Another consequence of the tax is that those who currently 
buy caravans to use as second homes would actually buy second homes. That would raise the 
price of affordable homes, especially in rural areas such as the hon. Gentleman’s constituency. 

Peter Aldous: I am not sure that I entirely agree with the hon. Gentleman. The problem with 
many second homes is that they are very expensive. What worries me that, certainly in my 
area, people would go abroad for holidays. They might even buy a villa in Spain, which 
really would be cheap, and the whole tourism industry would be affected. 

In many respects, the current tax treatment of second homes and statics is, by chance, similar. 
The former pay stamp duty, while the later pay VAT on movable items only. To change that 
balance would unfairly penalise this group of people. Many of them cannot afford a second 
home, yet they are similar to second-home owners in so many ways. Such a move would be 
regressive in taxation terms. 



In summary, I believe that the impact of this proposal will be far greater than HMRC’s 
assessment implies. It will have a significant negative effect on the economy and on jobs in 
specific locations around the country, including my constituency. Further, I question whether the 
anomaly it is intended to address actually exists. I therefore urge the Government to think 
again, and to allow a vital industry to continue to play a key role in securing the economic 
recovery. 

Alan Johnson (Kingston upon Hull West and Hessle) (Lab): I join the hon. Member for 
Waveney (Peter Aldous) in supporting new clause 6, and I wish to make a few brief points. 

First, on the anomaly issue, in the early ’70s a Conservative Chancellor looked at towable 
caravans, which are VATable, and residential caravans, which are not, and decided that so-
called static caravans should be classified as residential property and therefore not be subject 
to VAT. In the ensuing 40 years, every Chancellor, both Labour and Conservative, has made 
the same decision. 

In the global recession of 2008, the caravan industry was hit hard. In my neck of the woods, 
east Yorkshire, we know how difficult that was. I took a delegation to meet the well-known 
caravan user Lord Mandelson, to make the argument that the industry needed a bit of help 
from his Department—which was not at that time known as the Department for Business, 
Innovation and Skills. [Interruption.] Yes, yachts were his main form of holiday. In the entire 
history of the caravan industry, so great has been its feeling that it could survive 
independently without Government help that not a single official in the whole vast empire of 
that Department knew anything about it. Frankly, apart from a bit of tinkering around the 
edges of the car scrappage scheme, there was not much that we could do for the caravan 
industry. As a result, companies went bust, people went bankrupt and the supply chain was hit 
very hard. 

Through its own efforts, however, the industry is now getting its head back above water. Atlas 
Leisure Homes in my constituency went into receivership in 2008 and lost 250 jobs. It has 
fought its way back and now employs 120 people in an area that has been badly hit by 
unemployment. Companies in the supply chain have had similar experiences. Meadley 
International Transport is involved in distribution. It is run by a father, his son and his daughter. 
He put in the whole of his pension and all his assets to get Meadley through the global 
downturn, and it, too, is now getting its head back above water. 

This measure will destroy Atlas and Meadley. It will destroy small businesses across the 
country. It will destroy an industry that is almost the last purely British success story in the 
manufacturing sector. Some 95% of UK caravans are made in this region. In 2008 and 2009, 
people did not decide not to buy a caravan; they deferred that purchase. If those companies 
had gone out of business, German and Dutch firms would now be prospering from the fact 
that a market is developing again. 

Karl Turner (Kingston upon Hull East) (Lab): As my right hon. Friend will know, I have three 
such manufacturers in my constituency. One of the biggest is Willerby Holiday Homes. It is 
based in east Hull and employs 700 people. I spoke to its chief executive today. He tells me 
the firm has been operating a three-day week since the banking crash in 2007, but he hopes 
it may return to full-time work in the next few months. He says it is ridiculous to expect that to 
be able to happen if this VAT measure is introduced. 

Alan Johnson: My hon. Friend raises a crucial point. I say the following to those on the 
Treasury Bench: this was meant to be a Budget for manufacturing; it was meant to be a 



Budget for growth in the British economy; it was meant to be a Budget that ended some of the 
anomalies in the north-south divide. 

How can we go ahead with this measure, given that hon. Members in all parts of the House 
know the effect it will have on jobs and British manufacturing, and know that the savings of 
about £40 million to £45 million set out in the Treasury’s own document will be far exceeded 
by the costs in unemployment, waste and redundancies throughout the country? How can the 
Treasury possibly decide, after 40 years of looking at this, that this is the year in which it 
needs to put the price of caravans up? Again, its own figures show that that will lead to a 
30% reduction in demand, although the National Caravan Council says that the real figure 
will be more like 75% or 80%. I believe Treasury officials now understand that their own 
analysis was deeply flawed. 

Diana Johnson (Kingston upon Hull North) (Lab): As a Hull MP, I wish to stress that we are 
facing job losses in so many private sector businesses, from BAE Systems, Comet and P&O to 
many others across the city. It sounds as if we may end up with thousands more job losses as a 
result of this measure, and we really cannot afford to see that happen in our city. 

Alan Johnson: My hon. Friend is right because, on the Treasury’s assessment, more than 1,000 
jobs are going to be lost. Some 90% of this manufacturing industry is based in east Yorkshire. 
I say to those on the Treasury Bench that this is not an industry that has asked for help from the 
Government—indeed, in 2008-09, it had to pull itself up by its bootstraps. Having done that, 
this is not a question of its asking the Government for any help; it is about asking the Treasury 
and the Government not to inflict on that industry a possible death blow to a great British 
manufacturing success story. 

Mr Graham Stuart (Beverley and Holderness) (Con): It is my pleasure to follow the other 
speakers. Like all those who have spoken so far, apart from those on the Front Bench, I shall 
speak to new clause 6 and the proposal that the Finance Bill should set out that this House will 
not approve, in a future statutory instrument, the imposition of VAT on static caravans. So much 
has already been said, but I must point out that my constituency contains ABI, a major 
manufacturer in the heart of Beverley; companies in the immediate area that are part of the 
supply chain; and a series of parks along the Holderness coast that depend for their profits on 
the sales of static homes, as we discover when we speak to the owners. 

The Treasury’s assessment of the impact of introducing the VAT is that there would be a 30% 
reduction in sales. When we think about the employers in the various constituencies in Hull, in 
my constituency and in those of my right hon. Friends the Members for Haltemprice and 
Howden (Mr Davis) and for East Yorkshire (Mr Knight), we find that so many companies are 
involved. More than 90% of the production of static caravans in the UK is concentrated in east 
Yorkshire and, as has just been said, so successful is this industry in the UK that nearly all the 
caravans that are bought and installed in the UK are built there. So my constituency has a 
great concentration of all those who may suffer from a 30% reduction in demand—
manufacturers and all the people who work in that area, suppliers, and the parks themselves. 

Glyn Davies (Montgomeryshire) (Con): I associate myself with the concern that my hon. 
Friend is showing and that many of my constituents also show. Does he share my concern about 
the disruption around the introduction date that will be caused to the manufacturing side of the 
industry? Does he share my hope that in the intervening period Ministers will examine ways in 
which they can limit that disruption? 



Mr Stuart: I am grateful to my hon. Friend for his intervention, but I am not looking for 
Ministers to limit that disruption; I am looking for them to remove that disruption altogether. 
However, he is right to mention the date. We are talking about a major manufacturing 
business. We are talking about businesses with 700 staff involved in tooling up, buying in the 
resources and planning their production, yet we are facing the introduction of this VAT on 1 
October. Let us imagine the impact on the supply chain; imagine the impact on ordering; 
imagine the eddies of people looking to beat the deadline and at the same time destock to 
make sure that they do not hold stock on 1 October when whatever product they have will be 
20% more expensive and potentially unsaleable. 

Miss Anne McIntosh (Thirsk and Malton) (Con): I have been listening very carefully to my 
hon. Friend. Is he concerned that, as in my constituency, the business plans for this year of 
businesses that have static caravans and want to increase their numbers will be completely in 
ruin? 

Mr Stuart: My hon. Friend is right. We have heard examples of managing directors of 
companies being called in by their banks to talk about lending provision because of the threat 
and uncertainty that this measure brings. It will be extremely disruptive to a fantastic British 
manufacturing success story. Let me go through the process. The supply chain is in the UK. It is 
very much concentrated in east Yorkshire but hundreds of people are employed by suppliers 
elsewhere in Yorkshire and across the country. 

Andrew Gwynne: The hon. Gentleman is making an eloquent case regarding the supply 
chain, which is indeed spread right across the United Kingdom. Let me draw to his attention the 
correspondence I have had from a company called Phantom Ltd, based in Reddish in my 
constituency, which supplies security and safety systems to the leisure market, including the 
caravan market. It says that the VAT increase could be “devastating” for its business and that 
its“plans for expansion will be severely curtailed and new employment opportunities will be 
lost.” 

Is that not the reality of these measures for the wider supply chain? 

Mr Stuart: I fear that the hon. Gentleman may be right. 

As I was saying, there is the supply chain and manufacturers, all of which are UK-based, then 
there is the sales channel and the deployment of the end product. Where? That is in rural and 
often coastal areas and areas with low incomes all over the country. What is the effect? It is to 
bring people, once they have made the capital investment in a caravan, to visit those areas 
week in, week out, bringing all sorts of economic benefits to areas that otherwise do not have 
a lot of industry to fall back on. When one looks at the industry in the round like that, one sees 
that it is special. Perhaps everybody says that, but we must consider how successful it is and 
who it serves. I have not even got to the point about who will be affected. We are talking 
about people who want to make a purchase of a home for about £30,000, not people who 
can switch easily to making a bricks-and-mortar purchase. When the tax-dodging, socialist, 
multi-millionaire candidate for the London mayoralty goes off to console himself by buying a 
cottage, he will not have to pay VAT, but when hard-working, decent people who like to pay 
their taxes go to get a slice of the decent life and have a stake in the countryside they will 
find that the caravan they want to buy at £30,000 now costs £36,000. 

Mr Alan Reid (Argyll and Bute) (LD): The hon. Gentleman is making his case eloquently. In my 
area, which is a large, rural, coastal area, there is a large number of caravan sites, which 
bring a lot of money into the local economy. He is right that this measure will affect large 



parts of the country. I fully support him in his new clause and I hope that the Government will 
have second thoughts. 

Mr Stuart: I am grateful to my hon. Friend. 

Andrew George (St Ives) (LD): I, too, have put my name to the new clause. Is the hon. 
Gentleman aware of the anomaly in areas such as mine where there is a planning restriction 
on occupancy where static caravans exist, making them ideal for people who want to use them 
for holiday homes? Under the measure, static bricks-and-mortar constructions will not be 
subject to the same level of taxation, so the measure will benefit those who can afford to have 
a second home and will therefore have an impact on the availability of housing for local 
people, whereas the presence of static caravans does not impact on the local community in the 
same way. 

Mr Stuart: My hon. Friend is quite right. That is why the hon. Member for Ynys Môn (Albert 
Owen) has a fair point. Some people will be able to afford permanent housing, thereby 
further pressurising the housing market in areas where such housing is limited. Static caravan 
parks have been a perfect arrangement, because they allow both the local community and 
people from outside to benefit. They have meant that the local worker who is looking for a 
house—often someone who works at a caravan park—has been better able to find a house. 

Chris Bryant: I hope the hon. Gentleman will accept that in some cases people will not be 
making choices but will have absolutely no choice. In my mother’s case when everything had 
gone wrong in her life and the only money she had was the money she was going to spend on 
a static home, the difference between £30,000 and £36,000 would have been the difference 
between homelessness and having a home. 

Mr Stuart: I am grateful to the hon. Gentleman, although properly designated permanent 
homes will continue to be VAT-free. We are talking about static holiday homes that are not 
supposed to be a main residence, although there are people in my constituency and elsewhere 
who are occupying under false pretences, whether misled by the owner of the park, as 
sometimes happens, or having allowed themselves to be misled. 

Nadhim Zahawi: I am listening carefully to my hon. Friend. What would he say to a dealer 
and park operator in my constituency who said that we cannot defend the anomaly for what is 
deemed a luxury purchase? They want a bit more time for consultation and forward planning. 
The idea that a towable caravan is VATable, but a static one is not is indefensible. 

Mr Stuart: In truth, if we were starting with a blank sheet the tax system would look nothing 
like it does today, but we are not starting with a blank sheet. We have an industry with the 
characteristics I have described, yet at this of all times we are about to introduce VAT. Will it 
raise £500 million or £1 billion towards the massive deficit left to us by Labour? No. At best, it 
will raise £45 million a year while damaging the economy in east Yorkshire and in rural areas 
across the UK. As a practical politician, keen though I am on tax simplification, it is not obvious 
to me that this particular simplification is justified now. It is not, and the Government should 
think again. 

The Government are consulting; they accept that they do not have all the answers and the 
proposal is out for consultation. The shadow Chancellor may not take it at face value that the 
Government are serious and that they are consulting properly, but I do. I have met the 
Chancellor and he has told me that is the case, so I call on the Government to listen to the 
representations from the Chamber today and to those that will come from the industry over 



coming days and weeks, and to think again. Given the appalling inheritance from the shadow 
Chancellor, there is no embarrassment in looking hard at every area. There is a good 
intellectual case for the proposal in theory, but in practice it is a bad idea. It will not bring in 
enough money. It threatens many jobs and it should be rejected, as I am sure it will be. 

Mr Greg Knight (East Yorkshire) (Con): There is a lot to be said on the issue, so does my hon. 
Friend agree that the Government would be wise to extend the consultation period? 

Mr Stuart: My right hon. Friend is right. Having secured from the Chancellor an absolute 
commitment that there will genuinely be consultation, I ask the Government to extend the 
period and allow us to make the strongest possible case. It will also allow us further to expand 
the coalition in the House. Ministers will be aware that there is strong feeling in the Committee 
today that the proposal should be reconsidered. I look for a sign that they recognise the 
strength of feeling in the Chamber. The proposal does not make economic sense; we have not 
one but two enterprise zones in east Yorkshire. Why? It is because of the difficulties of 
unemployment in our area. 

We have had great news. In all the years under the Labour Government when they spent so 
much money, did they reduce the tolls on the Humber bridge? No, they did not, but this 
Government have made the right decision. They are putting in commitment. This is a Budget for 
growth. It is a Budget that takes people out of tax. It is a Budget that reduces corporation tax. 
It is a Budget that will create employment in east Yorkshire, which is why we must make sure 
we get all the detail right. I am grateful that the Government are consulting. I recognise that it 
is a sign that they see room for manoeuvre. I want them to extend the consultation period and 
I look forward in due course to their finding other ways of dealing with the vast deficit left 
behind by the incompetents who sit on the Opposition Front Bench. 

Karl Turner: I shall speak to new clause 6. I am delighted to follow the hon. Member for 
Beverley and Holderness (Mr Stuart), although I disagree with some of the points that he 
makes. 

This was certainly not a Budget for jobs and growth. For hon. Members on the Government 
Benches to make that point time and again, as they do, shows me and my constituents how out 
of touch they are. On the subject of VAT on static caravans, I have three manufacturers based 
in Hull East. One of them, Willerby’s, the biggest manufacturer, has 700 staff. I said in an 
earlier intervention that the firm had gone from a full working week to a three-and-a-half 
day week. The firm tells me that it is probably ridiculous to suggest that there is a possibility 
of returning to a full working week if the proposed VAT is implemented on 1 October. 

I want to address the question of whether there really is an anomaly. I do not think there is. I 
do not think people buy static caravans for the same reasons that they buy trailer caravans. A 
static caravan is often a second home, but if I accept that there is an anomaly, surely there 
should be time for a proper consultation and an opportunity for people to think about the 
impact on their businesses and jobs. It is the wrong time, while the economy is flatlining, to try 
to deal with an anomaly, if that is what it is. We need jobs and growth in this country. We do 
not need a savage attack on manufacturing industry. 

Helen Goodman (Bishop Auckland) (Lab): Does my hon. Friend agree that a Budget which 
increases taxes on static caravans and pasties, but cuts taxes on ski lifts tells us far more about 
the consumption patterns of those on the Government Front Bench than anything else? The 
Chancellor said he has never eaten a pasty. Has my hon. Friend found out whether the 
Chancellor has ever stayed in a caravan? 



Karl Turner: My hon. Friend makes an excellent point. 

The Government’s impact assessment suggests that sales will drop by 30% as a result of VAT 
on static caravans. That would be disastrous for the static caravan manufacturing industry in 
Hull. I appeal to the Government to listen to the representations that have been made from 
both the Opposition and the Government Benches and to think again. The measure will be 
disastrous for that industry. 

Mr David Davis (Haltemprice and Howden) (Con): I want to associate myself with the 
comments made by my right hon. Friend the Member for East Yorkshire (Mr Knight), by my 
hon. Friend the Member for Beverley and Holderness (Mr Stuart), and by my right hon. Friend 
the Member for Kingston upon Hull West and Hessle (Alan Johnson); I embarrass him again by 
calling him that. The proposal for VAT on static caravans will have a seriously deleterious 
effect on all of east Yorkshire, including Hull, dramatically cutting employment in the area at a 
time when we are trying to encourage growth and to balance the books. This proposal will do 
neither; in fact, it will reverse both. 

This is a Finance Bill; the aim is to raise money. The latest estimates of the employment impact 
of this measure are that it will result in 4,000 to 7,500 job losses, of which 1,500 to 2,000 will 
be in the vicinity of our constituencies. The effect of that in financial terms is pretty 
straightforward to calculate. The Government estimate that they will raise £30 million to £40 
million in VAT from this change. They will lose between £32 million and £65 million in lost 
national insurance, lost inland revenue, and extra welfare costs. It will therefore do the 
opposite of what the Budget is attempting to do. When I put that point to the Treasury, people 
said to me: “We don’t calculate things in that way.” That might sound silly, but there is a 
substantive point behind it—as I am sure that the shadow Chancellor, who is smiling, will know. 
Usually when one introduces a tax change that leads to job losses, people will, in due course, 
find another job. In east Yorkshire, two of the three Hull seats have dramatically high 
unemployment levels already, and the ratio of jobs available to unemployed people seeking 
them is one of the highest in the country. As a result, the resulting unemployment will not be 
short term but is likely to last for more than five years. We should calculate the effects of the 
proposal in this way because, for the foreseeable future, it will cost more than it will raise. 

Diana Johnson (Kingston upon Hull North) (Lab): The right hon. Gentleman is making an 
excellent speech. Has he seen today’s report that 43 people in my constituency are chasing 
every vacancy? I set that figure alongside the comments that he is making. 

Mr Davis: The hon. Lady makes a powerful point that I am not unfamiliar with. We have all 
been in similar battles over job losses at BAE in Brough and, in my constituency, job losses to 
the tune of 1,700 have been announced in the past six months. 

This proposal does not stand up, on the Government’s own criteria. Accordingly, I support new 
clause 6 and will vote for it when it is put to the test. 

Albert Owen: It is a pleasure to follow the right hon. Member for Haltemprice and Howden 
(Mr Davis). Although I agree with the contributions of Members on both sides of the House on 
the pasty tax and the church buildings tax, I will concentrate on the caravan issue. 

As has been said eloquently by the previous speaker and my right hon. Friend the Member for 
Kingston upon Hull West and Hessle (Alan Johnson), the exemption was put in place for good 
reason. It has been left as it is because previous Chancellors have understood its importance, 
not only to manufacturing but to tourism. Those two important industries will be damaged if this 



proposal goes forward. I do not have the confidence of some Members who have spoken that 
the Chancellor will extend the consultation and that all things will be rosy. The effect of the 
proposal will be catastrophic for tourism across the United Kingdom. 

Alex Cunningham (Stockton North) (Lab): Chris and Helen Brown set up the Drovers Way 
holiday caravan park in my constituency just two years ago to diversify their farming business. 
They have an exciting business model, but they tell me that the VAT proposal will kill their 
business and put them out of work. What message does the Chancellor have for people like 
them? 

Albert Owen: My hon. Friend is absolutely right. The people who have contacted me on this 
issue are not natural Labour supporters, but business entrepreneurs. The Government have said 
on numerous occasions that they want to encourage aspiration and to help entrepreneurs and 
those who want to take risks in business. Those are the very people who will be damaged by 
this proposal. 

Chris Ruane (Vale of Clwyd) (Lab): Does my hon. Friend agree that the problem relates not 
only to static caravans, but to mobile caravans? A company called Fifth Wheel in my 
constituency has just invested £1 million in the manufacture of mobile caravans. It has won 10 
awards from the Caravan Club of Great Britain in the past 10 years and two awards from 
the Daily Post . Its legs have been knocked from underneath it by a tax that has been foisted 
on it without any consultation. 

Albert Owen: I am grateful to my hon. Friend for making that point. I am referring specifically 
to static caravans, but he is right to say that this important industry includes mobile caravans. 

A business that employs many hundreds of people across the United Kingdom, including in my 
constituency, wrote to me to say that 60% of its turnover comes from the sale of caravans. The 
proposal will be a huge knock to such companies. 

Because of the time, I shall keep my remarks brief, but I want to raise one issue that has also 
been referred to by the hon. Member for St Ives (Andrew George). It will predominantly be 
the young people who work in this industry who will lose their jobs as a consequence of the 
proposal. Young people face many pressures in rural areas, especially in finding work and 
finding a home. Many people get a mobile home in such areas because they aspire to have a 
second home. They then rent it out to other people when they are not using it, which contributes 
to the local economy. However, in deprived areas where property prices are low, those 
people may transfer—because they want to come to beautiful places such as the Isle of 
Anglesey— 

David Morris: Will the hon. Gentleman give way? 

Albert Owen: I will not give way again; I have already given way twice and I want to finish 
my point. 

People who visit places such as the Isle of Anglesey, which I represent, want to go to them 
regularly. They will therefore buy terraced houses or properties at the lower end of the 
market and force up the prices of those properties. That will put pressure on affordable 
housing. I do not think that that is an issue that the Treasury has taken on board. 

This exemption is not an anomaly, but is meant to help the industry. If that industry suffers, 
many people in the tourism and manufacturing industries across the United Kingdom will suffer. 



We have seen headlines about the granny tax, the pasty tax and the charity tax, but this 
proposal is an Osborne tax. It was made in No. 11 and will have consequences across the 
United Kingdom. Tonight, Members on both sides of the House have the opportunity to vote it 
down. That is the strongest and clearest message that we can send the Chancellor of the 
Exchequer and his lieutenant. That is true not only of the caravan tax but of the pasty tax, 
which I will also vote against if there is an opportunity to do so tonight. Let us be consistent. 
The caravan tax will not raise extra revenue for the Treasury, but it will damage jobs, 
entrepreneurs, coastal areas of beauty that rely on tourism and areas that rely on the 
manufacturing of caravans. 

Gordon Henderson (Sittingbourne and Sheppey) (Con): I should like to draw to the 
Government’s attention a couple of anomalies in the VAT rules that they have created with 
their Budget proposals. That is quite ironic considering that the reason that Ministers have 
given for their proposals to change the current VAT rates for pies, pasties and caravans is to 
iron out such anomalies………., but I want to move on to caravans, which are important to my 
constituency. 

The Government’s proposal is allegedly to iron out an anomaly by ensuring that the sales of 
holiday and leisure caravans are taxed consistently at the standard rate, but once again, it 
simply creates another anomaly, which I will describe in a moment. 

The proposal must be one of the most ill-conceived and badly thought out of all the proposals 
in this year’s Budget. We have been told consistently that the Government want to help 
coastal communities, which have become increasingly deprived over the past couple of 
decades, and which often have a higher level of unemployment than other areas. The Isle of 
Sheppey in my constituency is one such coastal community. As I have mentioned in the House on 
a number of occasions, unemployment on the Isle of Sheppey is among the highest in the south-
east of England. The island took another knock earlier this year when Thamesteel went into 
administration. To give them their due, both the Department for Business, Innovation and Skills 
and the Department for Communities and Local Government have been working hard with my 
local authorities to find ways of mitigating the closure of Thamesteel by encouraging the 
growth of other industries, but one of those industries is the tourism and holiday industry, which 
has declined over the past 40 years, since its ’60s heyday. 

In recent months, we have seen the green shoots of recovery in our local tourism scene, boosted 
in part by the decision of Swale borough council to allow many caravan parks to extend their 
operating periods from eight to 10 months of the year. That decision gave caravan park 
owners a real incentive to invest in and upgrade their parks, but success in the caravan 
holiday business is reliant on a good mix of park-owned caravans for hire and pitches for 
owner-occupiers. The sale of holiday caravans will be very badly hit if they incur VAT at 20%, 
and, in turn, the park-owned business will be hit because operators will have to increase their 
hire charges to balance their books, driving away even more much-needed visitors. 

Let us not forget that those visitors are not wealthy people; in the main, they are working class 
people who strive for a better life by having their own holiday home here in Britain. In my 
view, the policy has been dreamt up by somebody who has never holidayed in a caravan 
park, has no idea of how the holiday park business operates and has no conception of the 
disastrous effect the policy will have on many coastal and rural communities. 

It is deeply ironic that the Government are striving to give coastal communities help up the 
ladder of prosperity while using their feet to kick away the very same ladder with this ill-
thought-out proposal. I urge hon. Members to support new clause 6. 



The Second Deputy Chairman of Ways and Means (Dawn Primarolo): Order. May I just let 
Members who wish to speak know that I need to give the Minister time to reply to the debate 
and intend to call him at 7.40 pm? Hon. Members might therefore want to make their remarks 
slightly shorter. 

Mr Gordon Marsden (Blackpool South) (Lab): I wish to speak principally to new clause 7, but, 
in passing, I associate myself with the remarks of the hon. Member for Sittingbourne and 
Sheppey (Gordon Henderson), particularly on seaside and coastal towns. I have received a 
letter on precisely those issues from my holiday village, Martin Mere, in Blackpool, which has 
caravan sites as well as wonderful beaches. 

Andrew Percy (Brigg and Goole) (Con): I rise to support the comments that have been made 
by my right hon. and hon. Friends from across East Yorkshire, who have outlined the terrible 
impact that the so-called caravan tax will have on the county. For the sake of brevity, I shall 
not repeat their arguments. Instead, I shall concentrate on a particular document that has 
caused me considerable alarm. It has also alarmed one of the park owners in my constituency. 
My constituency also covers part of Lincolnshire, which contains a large number of holiday 
parks that will be affected by the measure. The HMRC document that outlines a summary of 
the impacts says of the economic impact: 

“This measure might lead to a small increase in the price of static caravans”. 

Even I can do the maths on that one, even though my bank balance might suggest otherwise. 
Applying 20% VAT to the price of a static caravan is not a small increase; it is a considerable 
increase. One of my park owners told me that the manufacturers sell their units for an average 
price of £25,000. Doing the math, as the Americans would say, we discover that that will 
mean an increase of £5,000, which is not a small increase at all. 

That same park owner also wanted me to pass on to Ministers a point that I thought we all 
understood—namely, that businesses make decisions based on the tax regime that is in place, 
and that they look forward and make those decisions for the many years ahead. Another of 
my constituents has invested £500,000 this winter to extend the number of pitches on a 
holiday park that currently has 450 pitches. He said that the tax change would make it almost 
impossible for him to continue to employ the same number of people that he does at present, 
or for that expansion, in a relatively depressed area, to go ahead. I urge colleagues across 
the House to vote tonight to save that industry. 

Mr Gauke: We have had a thoughtful and impassioned debate this evening, and I am 
pleased to have the opportunity to set out the Government’s case for addressing some of the 
anomalies within the VAT system. In the time available, I will try to address as many points as 
possible, but I hope the House will forgive me if I do not take many interventions, so that I can 
cover as much ground as possible. 

Mr Gauke: I refer my hon. Friend to the comments that I made before his intervention. 

Let me respond briefly to what was said by the hon. Member for Wrexham (Ian Lucas). We 
are restricted in regard to what we can do for public transport. If we provided a reduced 
rate for passenger transport, we would not be able to focus it entirely on charities; it would 
apply more widely to taxis. 

Taxing static holiday caravans and larger touring caravans will bring their treatment into line 
with that of other holiday accommodation. VAT is already paid on mobile caravans, camper 



vans, canal narrow boats and camping equipment. We therefore propose to replace the 
current definition of a zero-rated caravan, which is based on size, with a new definition based 
on whether the caravan is designed for residential use. We are considering applying British 
Standard 3632, and are also considering an additional test. However, I have received 
representations from, among others, my hon. Friend the Member for Boston and Skegness 
(Mark Simmonds) arguing against that, and we will examine those arguments closely. 

Mark Simmonds (Boston and Skegness) (Con): Will the Minister give way? 

Mr Gauke: I cannot, because I have only about two minutes left, but my hon. Friend has 
expressed his views to me very strongly. 

We have heard a number of forceful and impassioned arguments this evening. The 
Government think it right to address anomalies in the tax system, but some of the arguments 
that we have heard outside the House and some of the media commentaries have not been 
terribly well informed, and we want a proper, informed debate and consultation. I have 
heard the arguments in favour of extending the consultation period and I think that that is 
reasonable in the circumstances, so rather than closing the period on 4 May, we will extend it 
to 18 May. We want people to respond to the consultation, although it is right for us to 
address the anomalies. For example, those with static caravans and those who run park homes 
or caravan sites are registered for VAT, but can recover— 

Mr Gauke: I will give way to my hon. Friend the Member for Beverley and Holderness (Mr 
Stuart). 

Mr Graham Stuart: A two-week extension is not a large extension, but it is an extension none 
the less. However, the Government and the Chancellor must ensure that this is a genuine 
consultation. Ministers have heard what has been said tonight. They must think again, and 
reverse their proposal. If they say that they will do so, I shall be happy to take that at face 
value, but we do not want to see thousands of jobs in east Yorkshire axed as a result of this 
measure. 

Mr Gauke: My hon. Friend continues to make his case very strongly. We are, of course, 
listening to the arguments, but we think it right to have a VAT system that deals with some of 
the anomalies, and that is why we have finally addressed some of the problems that have 
remained in our VAT system for too long. 

Cathy Jamieson: At the outset of this debate there was a bit of laughing and joking, but the 
tone quickly changed as people realised the seriousness of the issue under discussion. The 
Minister’s contribution reminded me of the well-known phrase, “When you’re in a hole, you’d 
better stop digging”—particularly when Members on the Government Benches are looking so 
miserable. 

I hope the Minister has listened to what has been said. In order to be helpful—and recognising 
that it was, perhaps, lack of attention to detail and unintended consequences, rather than 
malevolence, that prompted the Government to introduce these proposals, which would affect 
jobs and the economy—I beg to ask leave to withdraw the clause, but I shall press other new 
clauses in this group to a Division………… 

 



………The First Deputy Chairman of Ways and Means (Mr Nigel Evans): We come now to 
new clause 6. I call Mr Stuart to move it formally. 

Mr Graham Stuart: After the concession by the Government, I choose not to move the new 
clause. 

New Clause 6 

VAT on caravans 

‘No new Order shall be made under section 30(4) or 31(2) of the Value Added Tax Act 1994 
which amends the Act to apply to holiday caravans that are currently zero rated.’.—(Diana 
Johnson.)  

Brought up.  

The First Deputy Chairman: The question is, that the clause be—[ Interruption. ] The clause 
has been moved by another Member, which is allowable. 

Question put, That the clause be added to the Bill. 

The Committee divided:  

Ayes 262, Noes 287. 

Division No. 522]  

[8.15 pm 

 


