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Like many luxury brands , Harrods  relies  on touris ts  to the U.K. Image: Harrods

 
By ELLEN KELLEHER

British luxury brands have issued a call to arms to the U.K. government to take urgent measures to rescue Burberry,
Turnbull & Asser and other iconic labels from the devastating economic burden of COVID-19, per a new report from
Walpole.

This includes a call to abolish plans to scrap tax-free shopping zones a controversial decision leaving brands
concerned that international buyers will flock to Paris or Milan instead.From the first of January, the United Kingdom
will be the only place in Europe not to offer tax-refundable shopping to travelers.

"Overseas visitors are critical to the luxury sector, so with an entire quarter's trading hit by the lockdown, the luxury
sector in the U.K. has been very deeply affected as it has across the world," said Helen Brocklebank, chief executive
of Walpole. "After more than 12 years of sustained growth, 2020, it's  fair to say, will be very painful and 2021 will still
be below expectations."

Dependence on inbound travel
Walpole members say that a third of their U.K. sales come from tourists, with American, Chinese, Middle Eastern
and European buyers counting as important clients, according to the trade group's position paper, British Luxury
COVID-19 Recovery.

Walpole is the trade association and lobbying group which represents more than 270 high-end retailers from
Alexander McQueen and Temperley London to Rolls -Royce, Harrod's and Glenfiddich.
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An es timated $5.84 billion, or 4.5 billion, in luxury sales  was  generated las t year by international vis itors  to the United Kingdom. Image credit:
Walpole, Heathrow Airport

Before the arrival of COVID-19, the British luxury sector was on a roll, contributing 48 billion pounds, or $62.4 million
in to the U.K. economy and outpacing the country's wider annual growth rate of 9.6 percent. The sector provided
over 160,000 jobs throughout the U.K. and accounted for 8 percent of all U.K. exports, per Walpole's research.

In the months since its outbreak, the impact of COVID-19 has taken a dismal toll. From March through June, store
revenues at many luxury houses dropped to zero, according to Walpole.

As a result, the impact of operating costs has been crippling. In a recent survey, British luxury brands said that rents
and leases on their stores made up about 30 percent of their fixed costs alone.

Predictions for the coming months are even more dire. With stores closed for the past three months and foot traffic
to stores expected to fall by 70 percent in the near term, many luxury houses' rent will equate to around 100 percent
of their turnover before the cost of employees and other bills are even considered.

On the list of Walpole's paper offered policy suggestions to its country's politicians are a few proposals to stave off
more challenges for the sector.

Walpole suggests quarantines should be replaced by a COVID-19 testing program at Heathrow airport.

London's  Heathrow airport was  amongs t the bus ies t worldwide until the COVID-19 lockdown. Image credit: Walpole

The group also argues the decision to scrap tax-free shopping for international visitors should be reversed and
refund systems should be digitized. Tax-free shopping should also be offered to Europeans too plus a visa-waiver
system should be introduced for "high-value" visitors (see story).

On the local policy front, to protect employment, Walpole is calling on Prime Minister Boris Johnson and his party to
extend the country's furlough and partial employment scheme beyond October. Grants and loans to support
businesses' liquidity and packages to aid businesses unable to pay rents are also necessary.

On top of this, measures should be taken to boost London shopping by removing Sunday trading restrictions in the
West End and Knightsbridge as well as allowing increased parking and temporary changes to the congestion
charge. The VAT tax should also be reviewed, per Walpole.

Braced for the future
It is  hard to square the current meltdown with the fact that the British luxury business was just growing at more than
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double the rate of the United Kingdom's overall economy, a promising sign that came despite all of the uncertainty
around Brexit.

According to a report last year from Walpole, Britain's luxury business achieved almost 50 percent growth in the four
years from 2013 to 2017 thanks to exports, tourism and manufacturing (see story).

It is  widely thought that creativity and innovations will help the British luxury industry regain its footing as it looks to
recover from the global pandemic.

The most important take-away perhaps is that the pandemic has made ecommerce and sustainability even more
important in luxury, especially as brands work to connect with younger consumers (see story).

Brands that made charitable and humanitarian efforts during the pandemic, such as Claridge's move to house
medical staff in its hotel, are likely to see a boost when the situation improves.

"It would be a reasonable assumption to say that those that responded best will see the biggest gains over the months
as customers continue to connect," said Walpole's Ms. Brocklebank.
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