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Preface

Tourism is an important part of Europe's economic, social and cultural activity. Council Directive
95/57/EC of 23 November 1995 on the collection of statistical information in the field of tourism
provided for the establishment of an information system on tourism statistics at Community level. The
Directive has therefore enabled the regular production of harmonised statistics on the capacity and
occupancy of tourist accommodation establishments, and on tourism demand. Statistics in this field
are used to monitor tourism-specific policies, as well as the wider context of regional policy and
sustainable development.

A Tourism Satellite Account (TSA) provides an economic measure of the importance of tourism in
terms of expenditures, GDP and employment for a given country. It integrates in a single format data
about the supply and use of tourism-related goods and services, and it provides a summary measure of
the contribution tourism makes to production and employment. It permits a comparison of tourism
with other industries since the concepts and methods used are based on the System of National
Accounts.

In March 2000, the United Nations Statistical Commission adopted the common conceptual
framework for the compilation of Tourism Satellite Accounts (TSA) jointly elaborated by UNWTO,
OECD and EUROSTAT: th&ourism Satellite Account - Recommended Methodological Framework
(TSA-RMF). Two years later, EUROSTAT published tlk®iropean Implementation Manual on

Tourism Satellite Accounts (EIM), aiming at providing guidelines on how to implement TSA, with
concrete reference to the harmonised statistics available in the European Statistical System, in
particular in the domain of tourism statistics.

In the subsequent years, the Directorate-General Enterprise and Industry (DG ENTR) of the European
Commission offered grants to the Member States to support feasibility studies and/or the actual
implementation of TSA. These projects have fostered the work on TSA in most Member States,

however, the state of the exercise and the level of harmonisation differs largely from country to

country.

As an answer to this observation, EUROSTAT launched a project which ran in the period 2008-2009
with two main objectives. On the one hand, to make a comparative assessment of the methodologies
applied and of the results of the earlier national projects. On the other, to offer a forum for the
collection and the exchange of best practices for TSA compilation through multi-country workshops,
individual technical assistance missions to Member States anoklaook discussing good practices

for the compilation of TSA.

The key deliverables of the project are published in a set of 4 volumes in the EUROSTAT series
"Methodologies and Working Papers" under the headlowgism Satellite Accounts in the European
Union.

This fourth volume Possibilities to obtain more up-to-date TSA key figures look into the possible
approaches to produce a set of key figures which can be used for an intermediate, short-term update of
the basic TSA information.

This publication was prepared in collaboration with ICON-INSTITUT Public Sector GmbH and

includes contributions by the following TSA experts: Gerd Ahlert, Teresa Hilario-Chavez, Rafael Roig
and Egon Smeral. The views expressed in this volume are in the first place those of the authors and do
not necessarily reflect the official views of the European Commission (Eurostat).

Michail Skaliotis, Head of Unit "Information society and tourism statistics"
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- List of abbreviations and acronyms

List of abbreviations and acronyms

BoP Balance of Payments

CGE Computable General Equilibrium Model
ColCcOoP Classification of Individual Consumption Byrpose
COFOG Classification of the Functions of the Goveent
CPA Classification by Products of Activity

CPC Central Product Classification

DTE Total domestic tourism expenditure

EC European Commission

ESA European System of Accounts

EU European Union

FISIM Financial Intermediation Services Indirgdileasured
FTE Full Time Equivalents

GFCF Gross Fixed Capital Formation

GP Total output

GPTI Output resp. production in the tourism irtdes
GVA Gross Value Added

HBS Household Budget Survey

HFC Household Final Consumption

HFCE Household Final Consumption Expenditure

IC Intermediate Consumption

ILO International Labour Organisation

I0A Input-Output Accounts

10T Input-Output Tables

IRTS International Recommendations on TourisntiSies
ISIC International Standard Industrial Classiica

ITC Total internal tourism consumption

ITCc Total internal tourism consumption in cash

ITE Total inbound tourism expenditure

M&r maintenance & repair

NA National Accounts

NACE Nomenclature d’activité de la Communautédpéenne
NPISH Non Profit Institutions Serving Households
OECD Organisation for Economic Cooperation angddl@pment
PTSA Portuguese Tourism Satellite Account

SBS Structural Business Surveys

SNA System of National Accounts

SUT Supply Use Tables

TA Travel Agencies

TBoP Tourism Balance of Payments

TCA Tourism Characteristic Activities

TCP Tourisms Characteristic Products

TGDP Tourism Gross Domestic Product

TGVA Tourism Gross Value Added

TO Tour Operators
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List of abbreviations and acronyms -

TSA Tourism Satellite Accounts

TSA-EIM Tourism Satellite Accounts - European Iemplentation Manual
TSA-RMF Tourism Satellite Accounts - Recommendegtiddological Framework
TVA Tourism Value Added

UK United Kingdom

List of abbreviations for the TSA-RMF tables

TSA table 1: Inbound tourism expenditure by prdadwand classes of visitors

TSA table 2: Domestic tourism expenditure by priduclasses of visitors
and types of trips

TSA table 3: Outbound tourism expenditure by potsland classes of visitors
TSA table 4: Internal tourism consumption by prcigu

TSA table 5: Production accounts of tourism indastand other industries
(at basis prices)

TSA table 6: Total domestic supply and internafigma consumption
(at purchasers” prices)

TSA table 7: Employment in the tourism industries

TSA table 8: Tourism gross fixed capital formata@frtourism industries
and other industries

TSA table 9: Tourism collective consumption by prot and levels of government
TSA table 10: Non monetary indicators

The description of the TSA tables is adopted ftbemTSA-RMF 2008 manual.
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1 Introduction

Despite of the remarkable growth of the tourismt@eduring the last century, statistical
information on this activity has traditionally beémited to a few spheres: physical flows
(number of tourists, number of nights etc.), demaadables (the travel item of the balance
of payments, consumption of tourism related proslett.) and supply data (output of tourism
related industries, number of accommodation estiaivlients etc.).

Even though this information is useful in itsetffails to provide an overall view and render
possible an economic analysis of the tourism sebjormeans of balancing supply and
demand, and by estimating the impact of tourismthe@ main macro-aggregates of the
corresponding economy. Tourism Satellite Accounmis tb overcome these analytical
limitations by compiling tourism supply and dematadbles and by comparing them in a
specific table.

The System of National Accounts 1998SNA 93) provides an excellent conceptual and
methodological framework for the TSA. In fact, tharopean System of National Accounts
(ESA 95) states in paragraph 1.18 that “[...] fmmge specific data needs the best solution is to
draw up separate satellite accounts. Cases in pointhe data needs for [...] the analysis of
the role of tourism in the national economy”. Irdawn, paragraph 1.20 claims that “[...] an
important feature of the satellite accounts is thatprinciple all basic concepts and
classifications of the standard framework are netdJ”

For these reasons, the international methodologyr ®A, the Tourism Satellite Account:
Recommended Methodological Framewoi{"SA-RMF), drawn up jointly by WTO, UN,
OECD and Eurostat, in general terms follows all gwncepts, definitions, accounting
principles and valuation criteria established ie ®BNA 93 and other related international
manuals.

The TSA is a distinctive method of measuring theat economic contributions of tourism
consumption to a national economy. While sateHiteounts generally follow the principles
and structures of the adopted SNA 93, they alsowaladapting their definitions and
classifications to specific tourism features. Tthes TSA follows an accounting approach and
measures tourism activity by a set of tables tihatliaked to each other in a rational way,
describing all kinds of economic operations byehenomic actors of the sector. These tables
are fed by statistical sources and mainly provigefollowing information:

1. National Accounts (NA) balanced results on tourism

« Demand-Side: Data on tourism related product-sjgeekpenditure pattern by types
of trips and classes of visitors

e Supply-Side: Data on tourism characteristic adésitwith regard to sector-specific
production and cost structures (value added, irgdrate inputs), employment and
gross fixed capital formation

2. Direct economic relevance resp. impact of tourismansumption

e Balancing internal tourism consumption with domestupply and measuring the
direct tourism gross value added in a bottom-up@ah by using the tourism ratios

Obviously, the TSA as such only makes it possibleneasure the direct effects of internal
tourism consumption on output, value added of swarindustries, and other industries

Tourism Satellite Accounts in the European Union - Vol. 4 3
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serving them.

As in most Member States the Tourism Satellite ActdTSA) is not compiled on a yearly
basis, a set of some key figures to be used fontenmediate short-term update of the basic
TSA information is highly relevant. Section 2 ofetHollowing document shows some
country-specific case studies how TSA key figures “aow-casted” by the Member States.
The central idea of the finally presented propasahe gradual approach within a period of
three years which bears in mind the actual natidagh availability and thus recommends a
three-stage estimation procedure of TSA key figwigs regard to the reporting year. To put
this proposal to practice there should be no grebteden with regard to the required
financial resp. human resources for the stagesd1?admecause one resp. two years after the
reporting year the relevant data is directly a\dédawithin the existing primary and secondary
data sources of the national statistical system.

The Sections 3 and 4 of the document present saamages on how TSA results can be used
in the broader macroeconomic context of policyqaeed economic impact analysis and
impact assessment due to changes in tourism by usiferent macroeconomic modelling
approaches.

4 Tourism Satellite Accounts in the European Union - Vol. 4
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2 Options in Now-casting TSA Key Figures

Not all Member States within the EU have yet impbeed the Tourism Satellite Account in

their statistical systems. Moreover, and as meatioabove, many Member States do not
compile the TSA on a yearly basis, which in turnkesthe determination of a set of key
figures to be used for an intermediate short-tepatate of basic TSA information all the more

important. Another set of countries has alreadylemented a TSA on an annual basis but
still requires more up-to-date information abowd ttynamics of tourism supply and demand
and the changes in tourism behaviour for policy @acision-making.

The estimation of these key figures for tourism dechand supply is closely connected with
the need of providing timely, updated and conststita on the direct economic impact of
tourism. By developing a proposal for such a sdtegffigures, the availability of data as well
as their appropriateness to reflect the main aspettthe economic development of the
tourism sector has to be taken into account.

2.1 The General TSA Framework

2.1.1 The Input-Output Accounts as the Framework to estinate a fully-fledged TSA

Satellite accounts are, by definition, subsystemsvedd from National Accounts (NA) that
aim at highlighting a particular sphere of econoneility. By taking the NA framework as a
starting point and by combining this informatiorthvéome additional sources, the economic
transactions related to the sphere of intereshigidighted, broadened and extended.

In the particular case of tourism, the TSA aim abvling a comprehensive economic
assessment of tourism in the economy of refereBiceilarly to any other satellite accounts,
for TSA the framework of reference are the NA, amgbarticular the corresponding Supply
and Use tables (SUT) within the Input-Output Acdasu(iOA), since in these tables all
economic transactions are described. ThereforeSHik either explicitly or implicitly depict
all economic transactions requested for fillinghe core tables of the TSA-RMF.

The general idea is to identify transactions inetlidn the SUT that are derived from the
tourism sector. For this purpose, additional saurok information from both supply and
demand side are needed. Once this information tairedd, the SUT is re-arranged by
pinpointing tourism characteristic products andustdes, and by grouping the non-specific
other products as just one product, and simildréy ion-tourism-specific other industries as
just one industry. Another transformation that dtidae accomplished before compiling the
TSA derives from the different accounting princgplepplied to package tours i.e. their net
valuation in TSA versus gross valuation in NA.

2.1.2 The Approach of the TSA-RMF

Tourism comprises the activities of persons trawglto and staying in places outside their
usual environment for not more than one consecutear for leisure, business and other
purposes not related to the exercise of an actreityunerated from within the place visited.
From the TSA perspective, tourism is obviously gsadl from an economic point of view by
analysing the effects that tourism consumptiondrasupply and demand. Therefore, the key
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element determining the direct impact of tourisrmstomption is the demand for goods and
services related to trips.

Even though tourism clearly is a demand phenomat®raconomic effects - according to the
approach proposed in the international TSA-RMF methogy - are obtained through a
supply procedure, although it is the tourism dem#rat determines the level of tourism
output, as commented below.

The core set of tables of the TSA-RMF (TSA tabldes & except table 3 on outbound tourism
consumption) are those whose data are integratédSia table 6 for a juxtaposition of
demand and supply. Accordingly, the key data setsded to assess tourism from an
economic point of view are the production and gati@n of income of the tourism industries
(TSA table 5) on the supply side, and the inbound domestic tourism expenditure (TSA
table 1 and 2 respectively) as well as less releglaments of TSA table 4 on the demand
side.

From the demand perspective, the key variablesterchine the contribution of tourism to
the GDP hence are inbound tourism expenditure, dom®urism expenditure, and the so-
called ‘Other components of tourism consumptiorheTatter aggregate category contains
‘services associated with vacation accommodatiorown account’, ‘tourism transfers in
kind’, and ‘Other imputed consumption’. Nonethelesis should be remarked that this
approach does not take into account other demasrdegits that have a direct effect on the
tourism GDP, namely tourism gross fixed capitahfation of tourism industries and tourism
collective consumption.

The reasons to exclude these two demand elememtbaaically due to the statistical and
methodological difficulties in integrating them tine TSA framework. Paragraph 2.56 of the
TSA-RMF (2008) states thauntil more discussion and research is carried dhere is no
proposal for a specific aggregate for tourism gréiged capital formation for the purpose of
international comparison. Notwithstanding these suament challenges, the general
concept of tourism gross fixed capital formationc@nsidered as an important one, and
included within the broader concept of total toamisnternal demand”Concerning tourism
collective consumption, TSA-RMF (2008) explicatas paragraph 2.65 thatcollective
tourism consumption is considered within the breoadencept of total tourism internal
demand, although at present, this concept has aererental character due to the lack of
experience in this field and measurement challenges a consequence, international
comparisons should not be based on the estimatbssaiggregate”

The approach proposed in the TSA-RMF to obtainearcpicture of the contribution of
tourism to the main macro-aggregates is basedesupply side. In TSA table 6, the internal
tourism consumption from TSA table 4 is comparethwhe domestic supply at purchasers’
prices. Domestic supply is defined in TSA table $Stlae sum of the output of domestic
producers at basic prices plus the imports plustaets on products plus the trade and
transport margins. The tourism ratios on supplytf@ tourism products are calculated by
dividing internal tourism consumption by domestipgly at purchasers’ prices.

In a second step it is necessary to fill in themmaatrix of TSA table 6. This is accomplished
by allocating the internal tourism consumption afeimports at basic prices for every tourism
product to the industries producing this specifioduct. Once completed for every single
product, the tourism share and gross value addedAYGor every industry can be
ascertained, and so the contribution of touristi&GDP.

Therefore, estimating the contribution of tourismtie GDP of the economy of reference is
based on a supply approach, which requires detaifetmation on the tourism industries. As
a result, the supply side data of TSA table 6 isegated from TSA table 5, which is devoted

8 Tourism Satellite Accounts in the European Union - Vol. 4
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to the production and generation of income accoohtsurism characteristic industries. This
table is derived directly from the supply tablealed SUT framework and it can be easily filled
in for those years the SUT are availabkeor the years in which SUT have not been compiled,
however, it is rather difficult to complete TSA lalb, mainly for two reasons: First, the
information needed is not available; and secongnewn case of some available data the
crucial issue of balancing supply and demandrstélds to be carried out.

2.1.3 The Availability of SUT

It should be borne in mind that according to theA®S transmission programme, the EU-
Member States are obliged to submit the SUT to EBRAT for year T in year T+3.This
means that for the most recent years usually rois possible to compile table 5 and 6.
Consequently, the contribution of tourism to therexmy for years T-2 and T-1 cannot be
determined. But as explained before, users arellyscancerned about the most recent
tourism data and not about out of date figuresthia following, some country-specific
procedures in treating this difficulty are explairie more detail.

2.2 The Portuguese Experience

This paragraph summarises the Portuguese expergmkcpractice in compiling indicators of
preliminary versions and first estimates for TSAnce Member States have a similar
statistical system in terms of basic tourism dtiagsand national accounts (NA), according to
the compulsory requirements of Eurostat under N/ASA®S) and Tourism Statistics
(Directive 95/57/EC), the case of Portugal can besaered as reference. Other than that,
neither UNWTO nor OECD or Eurostat provide any @i methodological references on
this subject. For that reason, the purpose ofhjger is to give some recommendations for
the compilation of these types of indicators.

Portugal implemented TSA in 2005 for the referegear 2000 (benchmark year of NA).

Since then the PTSA has been compiled on a rebakas, yielding a set of definitive data for
the period 2000 — 2006 (including employment amusgrfixed capital formation of tourism

related industries). It is also possible to acgestiminary data for 2007 and a first estimate
for 2008, which was disseminated in December 2008.

Before the end of 2007, the available monthly det@accommodation statistics and on credits
of BoP “travel” item revealed that 2007 was a pesiyear for the tourism industry. The need

of policy makers for recent information and up tated estimates to validate the positive
impact of tourism on the economy justified the cdatjpn of fast/flash estimates for the key

tourism indicators.

In this vein, Statistics Portugal decided in late02 to develop a pilot study for the
compilation of the first 2007 estimates of the mRINSA aggregates. Preliminary results for
2005 and 2006 and a first estimate for 2007 wessetininated in December 2007, before the
dissemination of any NA definitive data for 2006. May 2008, data for 2006 was updated
and first estimates for 2007 were presented dufedaavailability of the definitive NA for
2005. In June 2008, a definitive version of NA #8006 was disseminated and consequently

It has to be noticed that typically the latteredmot provide the required adjustments due t@udifft valuation criteria applied to
package tours.

Regulation (EC) No 1392/2007 of the Europeani®ant and of the Council of 13 November 2007
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TSA 2006 became definitive. Following the methodglaefined in the pilot study, a first
estimate for 2008 was produced in December 2008iniidee data for 2006, a revised
preliminary version for 2007, and the first estiemédr 2008 were then disseminated.

Thus the compilation of first estimates yields sotoarism key figures before having
completed a TSA. In fact, a Member State can campifully fledged TSA for a specific
reference year, for instance the base year of Natidccounts, and use these estimates to
produce tourism key indicators for the followincaye

This section includes 3 main subsections. The $ubisection presents the main data sources
and methodological procedures of the compilatioprefiminary and first estimates of TSA.
The main data sources are identified, taking imimant the different types of indicators that
can be compiled according to their version (firstireates, preliminary, provisional and
definitive ones). The second subsection discuskescbmpilation methodology of the
preliminary and first estimates for tourism demamtl supply main aggregates. The third
subsection provides some examples of the diffekeptfigures that can be compiled for the
analysis of the direct economic impact of tourism.

2.2.1 Inventory of the Main Data Sources and Methodologial References

In the first stage of a pilot study for the compda of estimates for the main key indicators

of tourism demand and supply, the inventory of ladé¢ data sources are considered. This is
similar to the process of Member States compiligf3. However, in case of the estimation

of TSA key figures data sources are arranged frbartd¢erm basic statistics and quarterly

national accounts to price and volume indexes.iéhe table displays some of the main data
sources available in Portugal.

The use of different types of data with differeimié gaps between the reference periods of
latest TSA data should take into account the abiiiia of these data and also their quality
and coverage. In fact, the available data soumesdtimating the preliminary version for the
PTSA 2005 were more consistent and had a largeerage (some of them already in a
definitive version and quality controlled) sinceté already was a quasi definitive version of
NA for 2005.

Since there is no methodological recommendatiorcémnpiling this type of indicators, the
main methodological references concern the metlogitdl guidelines of the Portuguese
TSA and the methodological references of the Padsg quarterly accounts and preliminary
NA, especially for the characteristic industries.

10 Tourism Satellite Accounts in the European Union - Vol. 4
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TSA Key figures: Main data sources

Portuguese TSA last data

Tourism Statistics:

Accommodation statistics

Border Survey and International Spending Survesidents and non residents)
Domestic and Outbound Tourism Survey (householdesQr
Transport Statistics

Consumer Price indexes

Balance of Payments (BoP) — items of travel andgragers’ international transport
NA

Definitive NA: Household final consumption; pricanxca volume indexes from the Supply-Use
tables)

Quarterly Accounts: GVA and additional data for tmaracteristic industries
Others:

Structural business survey

Administrative sources on the corporation’s incdme

Short term statistics

Quarterly statistics on corporations

2.2.2 Compilation Methodology

The use of provisional data from the main data seifor preliminary versions and the first
estimates puts some limitations on its quality @odsistence, and consequently on TSA
estimations. This is why only some key figures bardisseminated as TSA main indicators.
The same applies to fast estimates such as qyafteAs.

Preliminary and fast estimates provide informatorthe main aggregates of tourism demand
and supply (total internal tourism consumption #mel contribution of tourism to gross value
added) in order to enable the construction of tlannourism indicators. The description of
the adopted methodology is presented for prelingireard first estimates and for tourism
demand and supply.

Although the PTSA team has already compiled prelary versions for 2005, 2006 and 2007
and first estimates for 2007 and 2008, the metlagotiescribed in the following paragraphs
will refer to the experience of compiling a prelirary version for 2006 and a first estimate
for 2007. Although 2005 was also compiled as amiehary version, in practice it turned into
more of a provisional version due to the avail&pihf data sources.

Tourism Satellite Accounts in the European Union - Vol. 4 11
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12

2.2.2.1 Preliminary Versions

Generally speaking, estimations were largely basedvailable information from national
accounts and from tourism statistics. While for 2@0ere already was a provisional version
of SUT from national accounts and definitive datatburism statistics and for the remaining
main data sources (business statistics, transptatistics, e.g.), in the 2006 version it was
only possible to access some preliminary data frational accounts and from other data
sources, such as the tourism statistics on niglasts

The level of disclosure for the dissemination ofSRTestimates is not the same for different
versions due to data quality and consistency readorcase of preliminary versions the level
of consistency and coverage allows for the dissatitin of main indicators for tourism
demand and supply at a higher level of detail (mitas so much for TSA definitive results)
than those of first estimates. This is why key fegucannot provide information at the same
level of detail as those provided at medium/longnge which are based on more consistent
and exhaustive data sources.

For preliminary versions, tourism consumption candietermined through tourism (inbound,
domestic and other components of internal tourimsamption) and product categories
(characteristic, connected and non-specific). Rbound tourism it is also possible to obtain
information by category of visitors (same-day \asst and tourists). Tourism supply, gross
value added (GVA) and TGVA (tourism contribution@¥A) are presented by characteristic
industries (first level; with air transport detaijeand non-characteristic industries.

The following table summarises the previous refeesnpand compares the level of detail of
preliminary and first estimates with definitive amvisional TSA contents.

Breakdown Versions of the PTSA
TSA indicators Definitive Provisional Preliminary First Estimates
Internal Tourism Consumption Products® Total
} . Products
Inbound Tourism Consumption . Total
Category of visitors
. . ’ Products
Domestic Tourism Consumption Domestic or Outbound visitors Products Total
Other Comp. of Tourisn Consumption Products
Tourism Ratio Products n.a.
Gross Value Added Characteristic, Connected Characteristic and non - Total
and non - specific industries characteristic industries
Value Added Generated by Tourism Total
Employment* - )
ploy Characteristic Industries n.a
Employment Generated by Tourism  *

Gross Fixed Capital Formation Characte_nsnc
Industries

! Definitive and provisional versions: Second level; Prelimary versions: First level
* Variables: Jobs, Individuals; FTE; Hours; Compensations and Salaries

Breakdowns: status in employment (employee/own account worker or self employed); type of work (full-time/part-time); gender; age and
education level

The next paragraphs describe the main methodologEaes concerning the compilation of
tourism demand and tourism supply for the prelimineersion.
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2.2.2.1.1 Tourism Demand

Inbound Tourism

As for the compilation of TSA table 1 of the defimeé TSA version, the main data sources
were the credit “travel” and “international passengansport” items of BoP. These figures
were available at the time of compiling preliminagtimates for TSA 2006 and therefore
used as a reference for estimating inbound toucisnsumption (equivalent to TSA table'.1)
The split by category of visitors, purpose of vigitd products was based on key structures
taken from the International Spending Survey of nesidents. Information provided by the
survey was also important and used in the net tialuaf travel agencies and tour operators
output® Special attention was paid to accommodation, esthaly estimated, according to
available information on volume and price (statston occupancy of hotels and similar
provide information on nights spent and the averggee for them, by type of
accommodation establishmeft).

In general, it was possible to adapt the methodotafgthe PTSA to inbound tourism. BoP
information on credits for “travel” and “internatial transport” can be considered a main data
source for the development of now-cast key figlioesnbound tourism.

Domestic Tourism

Since the value of domestic tourism consumptionp@t of the ultimate household
consumption expenditure, the provisional figuresTT8A 2005 constituted the starting point
for the estimation. Those data for 2005 were alyeac quasi-definitive version since by the
time the provisional TSA 2005 was compiled, datatlos final household consumption by
products in the NA was already availablBecause there was no such information available
in the NA for 2006, the estimation of the prelimym®TSA was based on the application of
volume and price indexes to the provisional es@naif the PTSA 2005. Value indexes were
also applied whenever the main data was taken fr@supply side. Basic estimates were
made at the product level from the NA and mapped $& product classification. The
construction of volume indexes was based on aVailddta sources from the:

« Demand sidebased on: - Occupancy statistics
- Domestic and outbound tourism survey

- Additional data from other tourism surveys ofidesits from
the National Tourism Administration, Turismo de f®gal

» Supply sidebased on: - Transports statistics
- Structural business survey
- Administrative sources on the corporation’s ineotax
- Short term statistics
- Additional data taken from the supply side of FHESA.

Business Tourism Consumption is compiled in OtBemponents of Tourism Consumption (part of TSAdal).
Treatment of the package tour

Information on volume indexes for the other cdiilee establishments is also captured by this typstatistics. For price indexes,
the respective price consumer index is appliedes#a05.

In the definitive versions of the PTSA, domedtiarism consumption is estimated according to stoneism ratios that intend to
capture the tourism component of the household iaasumption.
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The consumer price index by products at the higheatl of detail was adopted as price
index. In accordance with the TSA methodology, #stimation of accommodation for
domestic tourism was exhaustive.

Other components of internal tourism consumption

The other components of internal tourism consumptimclude business tourism

consumption, second homes used for tourism purpmsesvn account or free of charge and
other non monetary tourism consumption. This aggpegs presented individually in

definitive, provisional and preliminary versionstbé PTSA.

The estimation of business tourism consumption he preliminary version of 2006
considered the application of volume and price xedg(and in some cases value indexes) for
domestic tourism. These indexes were based onadme slata sources that were used for
calculating domestic tourism.

The calculation of the preliminary imputed rentg fwliday homes resulted from the
application of a price index (officially given blg¢ government for the update of rentals) and
of a volume index (related to the number of newdmgs built for dwellings purposes) to the
correspondent figures of the previous year.

The estimation of the amount for non monetary syarconsumption considered the evolution
of the number of total visitors (resident and nesident).

2.2.2.1.2 Tourism Supply

The compilation of GVA and TGVA entails a calcutatti of production and intermediate
consumption as carried out for TSA table 6 of tA&R. The process of compiling tourism
supply is based on a bottom up approach; that\& @nd TGVA are inserted as balancing
items between output and intermediate consumptiime main data sources are the
preliminary NA, business statistics and informatadrthe corporate income tax. Preliminary
NA only provides data for GVA without detailed imfoation neither for production nor

intermediate consumption. This data formed a rafsdor tourism related industries since
they provide information on the evolution of therrespondent activity in the preliminary

NA. Nevertheless, this information is restrictedcg NA only provides information on GVA

at a lower level of detail of activities (A7).

As previously mentioned, the main methodologic&nmences of preliminary NA were taken
into account especially for characteristic indestriDespite of the common data sources used
for the compilation of the supply side of the TSAginess statistics, e.g.), database files from
preliminary NA were used as well. This proceduteve¢d validating and cross-checking the
different scenarios estimated for the supply agapegof the different industries of TSA, both
for preliminary and first estimates.

Besides structural business statistics and prefingitNA, basic statistics and other types of
information such as the financial reports of theimmproductive units of characteristic
industries (such as transport services and hotelssemilar) were taken into account. These
types of indicators also confirmed the results @xample, a structural business survey
discovered that volume and price indexes in colleadstablishments in 2006 were relatively
close to the evolution of output).
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Based on preliminary NA data and NA methodologysdaladopted in the PTSA
methodological framework) it was possible to estamie production and GVA of imputed
rents for second homes used for tourism purposes.

* For the estimation of TGVA, different methodologie®re adopted according to the
different characteristic industries:

* For Hotels and Restaurants, main reference dat@ewere occupancy statistics (value
indexes on accommodation receipts for hotels amilesi and volume indexes on nights
spent and consumer price indexes on restaurantedtaurants and similar);

» For transport services, quarterly business stedistn the universe of productive units that
potentially render services to visitors (water aoad) and data from the main productive
units of a given transport service (air and railjvawere taken into account to define the
various indexes; this latter approach was consitle@rethe estimation of TGVA of car
rental (volume indexes on the passengers tranggoipment rental and price consumer
index on this product);

* For second homes used for tourism purposes, the saiaxes used for compiling GVA
were considered;

* For the net valuation of travel agencies and tqerators output, the information on the
evolution of proxies of production (P1l) and intetha¢e consumption (P2) from the
structural business survey was used. The valuthéopackage tour considered the value
index of the subcontracts made by travel agenass)jming that this figure refers to those
package tours bought by them to tour operators.

The GVA of the non characteristic industries i®sidual item (difference between total GVA
of the economy in preliminary NA and the total G\@A the characteristic industries). The
respective TGVA is given by applying the evolutminthe total internal tourism consumption
to the non characteristic of products (it is asstiraedirect relation between products and
industries exists).

2.2.2.2 First Estimates

The production of the first estimates for the PTiSAased mainly on monthly data from the
main data sources for tourism demand (tourismssiizgi or BoP), short term statistics from
the supply side of the economy (monthly servicesduer indexes, transport and short-term
business statistics) and quarterly national ac&unt

These types of indicators are, so to say, a kindsifestimate since the main purpose of this
information is to put forward recent informatiorr the key figures on tourism: first estimates
were compiled before the end of the reference geBmce these estimates are based on short
term information relying on a lower level of qugliand coverage the level of detail of the
variables disseminated is lower.

In the case of TSA first estimates, it is possitieprovide the total amount of inbound
tourism consumption for tourism demand without agge of detail. Domestic tourism
consumption and the other components of internaidm consumption are aggregated in a
total for dissemination purposes. As far as toursmply is concerned, there only is a total
figure for GVA and TGVA without any detail by indng.
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The compilation of the first estimates considersdaastarting point data from BoP “travel”
and “transports” items (credits) available untilt@er, whereas main data from tourism,
corporations and transports statistics, price cmesuindexes and other types of volume
indexes (service and industry business volumesg vagrilable until September. Quarterly
accounts were available until the third quartethefyear.

In order to gross up 2007, the average yearly draate of a given variable was calculated
from a specific data source from the period Januaty September or October (according to

the availability of the data source used). Thishuodblogy was based on the duly tested
assumption that the most important period for &uarin Portugal occurs is between January
and September/October. It is therefore assumedhbatverall tourism performance in 2007

is to a great extent shaped by its behaviour franudry until September/October.

As for the preliminary versions, the main compdatireferences are presented for tourism
demand and tourism supply.

2.2.2.2.1 Tourism Demand

Inbound Tourism

In the Portuguese case, the first estimates for 28@d the same type of methodology as for
the preliminary estimates and the same data sowitiesin exception of the coverage period.

In order to gross up 2007, an average yearly groatd of BoP values from January until
October for 2007/2006 was applied to the total @addi inbound tourism consumption of
2006. That is to say, the remaining months of 2000vember and December) considered the
same gross up rate as the rest of the year (fraomadgato October).

Regarding inbound tourism, tourism statistics (t8gépent by country of residence) and BoP
credits confirm the assumption that the most inguriperiod for tourism in Portugal lasts
until September/October (until the end of the sumseason). During the rest of the year,
inbound tourism demand traditionally is negligible.

At the moment of compiling first estimates, the illde information from the international
spending survey on non residents did not providersistent and solid estimate that could
allow disclosure of the total inbound tourism camgtion by category of visitors or by
products; at least at the usual level of disclosure

For 2007, additional adjustments were made in cieneasure the effects of the EU-Africa
Summit in December by introducing its impact espicion accommodation, restaurants,
transport services and cultural and leisure evdrts additional component was considered
part of the inbound business tourism consumptianother components of internal tourism
consumption).

In 2008, the international context of economicisrisspecially in the second half of the year,
demanded for a further adjustment to the methogoldge assumption holding that a similar
growth rate could be achieved during the last quant the year as during the previous three
guarters (as it had been done the previous yeahé&ofirst estimate of 2007) proved to be a
problematic hypothesis for 2008. Based on the emima@ontext, it was expected that the
tourism variables would record a decrease in tlsé maonths of 2008, which is why an
according methodology was needed. The new methgdotmbsequently considered the
growth rate of overnights spent in the last quaergust/September/October) between 2006
and 2007, instead of the January to October groatth Indeed the August to October growth
rate showed a decrease of nights spent as high5&s, 2vhile the period from January to
October decreased by only 1%.
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The main conclusion from the first estimate contlais that the methodology adopted must
take into account the reality and specificity oé tetatus quo and of the place or country
analysed. The effects of applying an ill informedthodology are even more striking in the
context of fast estimates.

Domestic Tourism

The main difficulty in defining the methodology tife first estimates was paucity of data
from NA for household final consumption and frorme tBomestic and Outbound Tourism

Survey for 2007. According to the PTSA methodolaipgese two data sources constitute the
core of the estimation of TSA table 2.

In order to overcome this limitation, two scenanosre tested. Both scenarios were based on
the application of value indexes; one from the $upjale and the other from the demand side
(nights spent).

For the supply side scenario, price and volumexaddrom the main characteristic activities
were applied to the respective product (mappingéen the evolutions of the activity mainly
producing that product). For the demand side scerfarghts spent), the main argument is
that the behaviour of accommodation services saagesgood indicator for domestic tourism
evolution over time. It should be noted that accadation services have been exhaustively
estimated in both scenarios of the PTSA.

The choice of the best scenario was a mix of thewvantages: the first considered the
evolution of the different characteristic produetscording to its output while the second
considered a tourism indicator specific to touridemand. In a last step, the aggregate was
estimated as the average between the figures ebtamnthe two scenarios and disseminate
only the total amount of domestic tourism consuorpaggregated with the other components
of internal tourism consumption. The net valuatidriravel agencies and tour operators were
considered in these two scenarios for 2005.

Generally speaking, it is also possible to choosl @ne scenario, provided there are
sufficient reasons to trust it more than the others

Other components of internal tourism consumption

The compilation of first estimates considered dls® two scenarios for the estimation of
other components of domestic tourism consumptidms Ts why the total of the other
components of internal tourism consumption is ideli within the total of domestic tourism
consumption.

2.2.2.2.2 Tourism Supply

The compilation of first estimates considered tieatment of different types of data sources
(monthly tourism statistics, monthly services tumaio indexes, transports and short-term
business statistics). In this case, quarterly NA wa important data source (available until
the third quarter of the year).

The adopted approach for obtaining the first edmaf GVA and TGVA was based on the
basic hypothesis assuming application of the yegrbwth rate between 2007/2006 to the
period where information on the supply side waslabke in order to gross-up the figures for
2007 (January until September/October accordirtgegalata source used).
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For the majority of the characteristic industriesformation from short-term business
statistics, available until the third quarter ot tilear, was considered to define the yearly
growth rate. Additional information confirmed thieethod when defining the correct index.

The estimation for hotels and similar, air trangervices, car rentals and second homes did
not follow the same method. For those industrigecsic information was applied from
primary statistics (occupancy statistics — totatenpts; monthly information on services
turnover indexes) and from preliminary NA (by appty indirect methods to identify the
characteristic industry included in the respechMeindustry or by appropriating preliminary
figures from NA according to PTSA requirements).

The compilation of first estimates of TGVA for chateristic industries considered the same
type of approach as the preliminary version witlo twvain differences: First, the main data
sources used (occupancy statistics — nights specdmmodation and total receipts; transport
statistics, short term statistics on corporatiofigavel” item of BoP), and second, the
application of the mentioned yearly growth ratefféent approaches were used for rent-a-car
and transport services due to the small sampléat-$erm statistics on corporations for the
third quarter of 2007 relative to the same quare2006). Reference should be made to the
net valuation of travel agencies and tour operatadsto the valuation of second homes.

As for the preliminary versions, the GVA of the ndmaracteristic industries is a residual
item. The first TGVA estimate of non-characteristidustries is estimated the same way as
the preliminary versions. The lack of more consisteformation justifies disseminating only
a total figure of TGVA.

2.2.2.3 Validation of the Methodology Defined for the Compiation of Preliminary
Estimates

The compilation method for the first estimates 602 was validated by using the same
approach for 2005, which consisted of crosscheckirgg differences between the PTSA
definitive data and the estimated figures. Thellevaliscrepancy between the observed and
the estimated figures was lower than 1%, thereligatang the adopted methodology.

Differences between the different versions (2006-Q0)

(%)

0,6 -
0,4 1
0,2 1
0,0
-0,2 -
-0,4 -
-0,6 -
-0,8 -
-1,0 -

-1,2 4
14 = Updated versions of the data sources

m Introduction of new data sources
m Definitive NA for 2006

ITC VAGT

2006 2007

(1) Revisions estimated in p.p. in relation to the previous versions
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For 2006, internal tourism consumption was revigesitively mainly due to the inclusion of
updated versions of data sources (provisional tbnitlee), while TGVA was revised
negatively (due the high revision in intermediat@sumption). For 2007, the methodology
produced a relatively small statistical error sitioe main component of tourism demand had
already passed (summer season) at the time whieestawates were compiled.

Since the differences were irrelevant, the methaglplnitially tested was adopted and new
estimates were compiled for the first estimate204i8.

2.2.3 TSA Indicators and the Analysis of Tourism EconomidContribution

As previously described, the level of desegregatibthe different TSA indicators depends
on the degree of quality, consistency and religbdf the data sources used to compile these
indicators. However, there is a trade off betwess ‘maturity’ of data sources and their
guality and consistency.

As it is known, the compilation of the demand angy TSA tables enables estimating the
main indicators for tourism. These primary indicatprovide information for the analysis of
the behaviour of tourism demand according to thentty of residence of the visitor or to the
main characteristic products (product mix), andtloé tourism supply according to the
contribution of the different industries to TGVAeYthese types of indicators is not sufficient
since they do not provide a comprehensive pictdirine (relative) economic importance of
tourism, and since institutional users (governmenéional boards of tourism, universities
etc.) require more detailed information for poliogking.

It is possible to compile other types of key indiica which are based on TSA outputs in
order to highlight the relative importance of t@umi to the economy and the contribution of
tourism to the economic and social dynamics ofdbentry. In general, the compilation of
this type of secondary indicators is based on ® rfa¢tween one of the main primary
indicators (monetary data) and other type of ptalsic monetary indicator or even between
two primary indicators (tourism ratio is an exceptisince this indicator is compiled in TSA
table 6).

Taking the example of Statistics Portugal, it issgible to compile different types of
secondary indicators in relation to the performaon€etourism to the economy and the
contribution of tourism to the overall employmemtlte economy.

Special attention has to be given to the fact #tlabelow mentioned indicators relying on

data from National Accounts could not be compiledduse data from preliminary NA for the

reference year was not available at the time when first estimates were produced.
According to the first working plan and the workngaleted, preliminary estimates were

disseminated at the time the first estimates wéaanged. Nevertheless, the alternative is to
estimate a reference value for GDP and GVA in otdezompile these indicators, based on
the methodology defined for compiling first estiem{average yearly growth rate method).
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2.2.3.2

Indicators for the Analysis of the Performance of Burism Demand in the
Economy

1. Weight of internal tourism consumption in GDP (Gr&omestic Product) resp.
ratio between internal tourism consumption and GDRis is one of the
indicators mostly used by the main users of PTS#m@ges. This indicator is
usually compiled by those countries compiling TSA.

2. Weight of internal tourism consumption in househbiichl consumption resp.
share of internal tourism consumption in the hoakefinal consumption.

3. Importance of tourism consumption by residents r@owtresidents related to the
total internal tourism consumption.

4. Relative importance of business tourism consumptiototal internal tourism
consumption.

5. (Nominal) growth rates of the main TSA aggregates\gared to the nominal
growth rates of the main aggregates of the NA: PisS#{ready available for the
period 2000-2007, therefore making it possibleaavé (nominal) growth rates
from the main aggregates of TSA and of the NA ideorto compare the
evolution of both realities. One of the future ap of Statistics Portugal is to
estimate TSA at constant prices, at least for taemaggregates, allowing the
measurement of volume growth rates.

Indicators for the Analysis of the Performance of Durism Supply in the
Economy

1. Relative importance of TGVA in relation to GVA (&tand by industry)
2. Contribution of TGVA in relation to GDP

These two indicators provide information about tdmatribution of the value
added generated by tourism in relation to GVA ardPGIt is possible to
compile these indicators by type of industries (abegeristic, connected or non-
specific). With additional information from table & the PTSA it is also
possible to obtain a figure for the contribution toftirism to GDP (proxy to
tourism GDP) by adding taxes less subsidies onymtsdgenerated by tourism
to VAGT (additional column in TSA table 6).

3. (Nominal) growth rates of the TSA variables andsthof the NA variables - the
same as for the demand side.

4. Contribution of the tourism share of the domestmdpiction to tourism supply -
this indicator reflects the capacity of the prodwestructure in providing goods
and services to visitors.

5. Contribution of tourism to GDP growth.

This indicator was defined during the disseminatwnthe PTSA results for
2000-2002 and intends to evaluate the contribugfctourism to GDP growth in
order to assess the relative contribution of therison sector to GDP
performance (GDP). For the example above, it isiptes to observe in 2001 a
nominal growth rate for tourism higher than GDP.{20 against 5.8%), which
represented 4.9% of GDP and contributed 0.5% to @@wth. In 2002, the
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performance of tourism was lower, with its conttibn to GDP decreasing by
0.4% and negatively influencing GDP growth as well.2%). In 2004, an

increase of tourism contribution to GDP (7.7%) daodGDP growth (0.4%)

could be witnessed. The situation remains positive005, albeit at a low level
as a result of the good results in 2004 due tdctivepean football championship
(Euro 2004).

2.2.3.3 Indicators for the Analysis of the Contribution of Tourism to the Employment
of the Economy

1. Contribution of employment in tourism related intties to total employment of
the economy (all variables)

2. Relative importance of the different tourism retatendustries in the
correspondent total (for all variables: jobs indivals, FTE etc.)

3. Contribution of employment in tourism related intties to the total
employment of the economy (for the different breakds: status on
employment, age, gender etc.)

These types of indicators intend to characterigettlurism sector in terms of
manpower, to capture the contribution of the taurisector to the overall
economy employment, and to evaluate the performahttes sector.

4. Relative importance of employment generated diety tourism in the
employment of the characteristic industries andhm total employment of the
economy - this type of indicator captures the impdche provision of goods
and services to visitors on the employment strectirthe various characteristic
industries, identifying those that have a higheuriemm share in terms of
employment. The different types of breakdowns aldé also enable a social
characterisation of tourism employment in charastierindustries.

5. Growth rates of the main variables describing egrlent in tourism related
industries related to the corresponding variabtestlie total economy — the
main purpose of compiling these growth rates i€dmpare the dynamics of
employment (jobs, FTE, individuals, hours, waged salaries) with those from
the total economy, and to take into account thdopmance of the main
economic variables of the tourism sector (produGti@VA, internal tourism
consumption).

2.2.4 Conclusions

Finally a few important conclusions can be drawrterms of methodological aspects. The
methodologies adopted for early estimates are yidapendent on the availability of timely
data sources. One major issue in these prelimwvengions is to balance the trade-off between
the timeliness and the accuracy of data sourcesordmg to this trade-off the presented
proposal for a set of TSA key-figures has been ldpesl.

Besides, it is necessary to adapt the various $ipa@s of the different available data sources
during the compilation process. In addition, anttsithe data sources used in the definitive
versions may not be available at all, they mustlisstituted by other with different scopes.
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2.3 The Spanish Experience

Although annual TSA is a relevant tool to condunt in-depth analysis of the tourism
phenomenon from the economic standpoint, it fallgtovide up-to-date estimates of the
impact of tourism on the economy. In fact, mosthaf information required to compile TSA
for a specific year is available, in an explicitimplicit way, in the balanced SUT. If SUT are
used as the core for the compilation of TSA, tloasequently implies that a fully fledged
TSA can only be produced with a significant timg. la

On the contrary, qualified users are demanding naoxé more up to date figures on the
economic assessment of tourism for different purposiowever, since tourism in most
countries has a very strong seasonal pattern,tatsbi is fairly sensitive to the socio-political
and economic situations, it is crucial to operatthhwp to date data in order to effectively
monitor the development of tourism.

In the following sections, the discussion will fecon a new complementary approach to
estimate the contribution of tourism to the GDRtlgh a pure demand based method, which
would allow to have more updated figures on thierq@menon. As explained below, this
demand approach does not only provide a more cdrapséve assessment of tourism, but it
can also be used to obtain the contribution ofisourto the economy without compiling the
full set of TSA tables. In this way, it can be apglwhen SUT are not yet available for the
inter-TSA years (when TSA is not compiled on a ledasis), and whenever short-term
estimates of the economic effects of tourism aszlad.

2.3.1 The Demand Approach

As commented above, TSA fail to provide up to degmates despite providing an in-depth
and comprehensive analysis of the economic dimesswf tourism. To overcome this
limitation, it is necessary to apply a differenpapach that allows estimating the contribution
of tourism to the GDP for those years for which SkAve not been estimated yet, or even
short-term estimates, like quarterly estimatedefrble of tourism in the GDP.

The approach applied in the Spanish TSA was baseal mure demand approach ever since
its first publishing in 2001. For this method, démand elements are identified that are
regarded as final demand from the National Accopetspective, because GDP is defined
from the demand perspective as the sum of all fdte@hand components net of imports.

Nonetheless, it should be clarified that the SgaiiSA includes in its estimations TSA table

6 for years in which the SUT of the Spanish econbiay already been accomplished.

These two approaches to estimate the contribufieousism to GDP - the supply side model
as proposed by the TSA-RMF on the one hand, anfirthledemand approach on the other -
should not be deemed as substitute methods, managlementary ones. The former provides
an estimation of the direct effects of tourism ba GDP as well as very useful information
that cannot be obtained from the demand approaghtliie tourism ratios of tourism related
industries). The latter approach is able to giveone complete and accurate assessment of the
effect of tourism on the economy, since this methodounts for all effects of tourism on
GDP. Another argument in favour of the demand agginds its ability to integrate the two
components of tourism internal demand whose integras not solved in the international
guidelines — at least for the time being.
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Hence, the first task is to establish the trarmfafrom TSA concepts into National Accounts
transactions and to determine what componentsuoisto demand constitute final demand:

* TSA table 1 on inbound tourism consumption is eglab the export of services, in
particular passenger transport services and cortsumgf non residents in the economic
territory of the reference country. The total amtoofinbound tourism consumption at
purchasing prices is final demand, regardlesseptirpose of the trip. Setting a few
minor adjustments aside, this total amount caralséyeclassified as the credits of the
“travel” item plus the “passenger transport sersiaeem of the Balance of Payments.

* In TSA table 2 on domestic tourism consumptionghgoose of the visit is a key element
to establish what part of table 4 should be reghegefinal demand in National Accounts.
Contrary to TSA table 1, the expenditure on busingps has to be considered as
intermediate consumption. It therefore has no ef@dGDP. In fact, all expenditures on
trips for any other purpose are recorded in Natidwaaounts as household final
consumption. The per-diem received for food dubnginess trips in National Accounts
is recorded as compensation of employees in kimdl tflzerefore the concomitant
expenditure is likewise to be registered as houdddimal consumption.

Finally, it should be taken into account that TSblé 2 also includes the expenditure
linked to outbound trips undertaken to the econaingeference. This principle is in line
with the National Accounts, as these expenditunes racorded in household final
consumption or intermediate consumption, dependmthe purpose of the trip.

» TSA table 3 is devoted to outbound tourism consumpfs the part of the expenditure
on these trips that it is carried out in of theremic territory is recorded in TSA table 2,
all expenditures presented in this table are rélaighe import of services. Similarly to
TSA table 1, such services to be considered asstouelated are the “travel” item and
the “passenger transport services” item. Nonetbebessthis element does not have an
economic effect on the economy of reference buhercountries visited, this information
is not required for the final demand approach.

» Apart from the data coming from TSA tables 1 an@2A table 4 also includes the so-
called“other components of tourism consumptioithese elements are components of
the tourism final demand as well.

According to the international guidelines on NaéibAccounts (SNA93 and ESA95), the
own account dwelling services fall into the prodictboundary and, as a consequence, it
Is assumed that the production units (the dwellittgsmselves are treated as “quasi-
corporations”) render dwelling services to the pretpr household, and hence recorded in
National Accounts as household final consumptianorider to guarantee the consistency
with this accounting principle,the services associated with vacation accommodattion
own account’should also be included in TSA as tourism consuonpti

The concept otourism social transfer in kinds related to the individual non-market
services that are rendered by the general governoreby the non-profit institutions
serving households to benefit the visitors. In bodlses, these social transfers are to be
treated as final demand.
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Finally, the concept obther imputed consumptipmay register tourism related services
or goods that are provided to the visitors for fieeas far as these services are provided
by employers to their employees for free or at emnemically insignificant price, they
are considered as compensation of employees in kimdl from the demand side these
services are accordingly recorded at market praeshousehold final consumption.
Concerning the example of FISIM on purchases reledeourism trips it is important to
clarify that TSA-RMF wrongly assumes that touristensume” FISIM services when
they pay for the tourism services they have purethas instalments. In this case visitors
are not consuming FISIM but financial services.

To summarise, to be able to apply the final demapgroach, the only necessary step is to
identify within the domestic tourism consumptiom texpenditure that it is linked to business
trips, as this is the only element in TSA table® and 4 that is not part of the final demand.

2.3.2 The Demand Side Sources of Information

As explained above, one of the reasons to useithé demand approach, apart from other
considerations, is that usually the demand sountesformation are able to produce more
punctual data that are needed for the TSA purpibsgsthe supply sources. This section will
give a brief overview of the main sources needempiay the final demand approach.

2.3.2.1 TSAtables 1 and 3

Obviously, the main source of data for TSA tablantl for TSA table 3 is the BoP used to
estimate the accounts for the rest of the worltlaional Accounts. By using this source in
the compilation of TSA, the consistency among theed statistics is guaranteed. As
commented above, the total inbound tourism consmjoiutbound can accordingly be
calculated, in broad terms, as the sum of creditstsl of the “travel” item and “passenger
transport services” item.

One of the great advantages of using BoP, apart &éosuring consistency, is the punctuality
of the data of this source: EU Member States anggexb to submit to the European

Institutions estimations of the BoP items on a rhiynand quarterly basis. While for monthly

transmissions only the total credits and debits sefvices are requested, quarterly
guestionnaires are submitted with data on the itemgested for TSA purposes.

2.3.2.2 TSAtable 2

As explained above, the data of TSA table 2 oft8&-RMF corresponds to two transactions
of National Accounts: On the one hand the majot paidomestic tourism consumption is
usually related to personal trips, and thereforlrgs to household final consumption in
National Accounts. On the other hand, the remaiwiognestic tourism expenditure is linked
to business trips that have to be recorded asmetgiate consumption in National Accounts.

The Household Budget Survey is one of the maincgsuused to estimate household final
consumption. Although this survey produces useathdor some tourism related products
according to the COICOP classification (for insepackage tours), for other tourism related
products additional information is required to bmeato identify the part of the household
final consumption that is linked to tourism. Forstiheason, countries compiling TSA have
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launched new household surveys to obtain furthfernmation on their trips. These surveys

are either attached to the Household Budget Suageg module, or they are conducted as
independent and specifically tourism oriented sysvd3oth types of surveys are generally
able to produce both annual and quarterly datanessled for an estimation of domestic

tourism consumption.

Generally speaking, there are two types of sou@estimate domestic tourism consumption
linked to business trips. The chief advantage of/ets addressed to enterprises is that
companies have better information on the experaiterived from business trips than
employees. The downside of these surveys is thatllyshe information is only available on

a yearly basis (so it can be used to apply the fiamand approach for the reference years for
which SUT have not been compiled, but it cannotubed for quarterly estimates of the
tourism GDP). Household oriented surveys do prowdeh information, and although data
guality may be lower, it usually is available oguarterly basis.

Finally, it should be underlined that there are sather additional sources that can produce
useful information to estimate one or both compdsmeh domestic tourism consumption. For

instance, the Spanish Collective Accommodation &upollects data on the number of nights

according to different rates, which in turn allot@shave an approximation of the number of

nights linked to business trips and for other psgsp or the service sector activity indicator

that provides monthly data on the revenues gertefede households and enterprises.

2.3.2.3 TSA table 4

Apart from inbound and domestic tourism consumptid®A table 4 contains two new
elements: second homes services on own accourbansim social transfers in kind.

For the former, the Spanish Ministry of Housing lmtes a quarterly indicator of the stock of
dwellings that can be used as a quantity indicatod, as a price indicator the CPI for rents
that is published by the National Statistical Gdfic

For the latter, the Spanish National Accounts has determined a tourism individual

consumption of the NPISH. Only the general goveminszctor provides individual non-

market services benefitting visitors (a social ismrprogramme oriented to the elderly). The
total of this item over the total tourism demandaisiost negligible. However, due to the
nature of this expenditure there are some admatigér sources which collect this type of
data.

2.3.3 Complementary Information

Although tourism GDP is regarded the most prominedicator of the relevance of tourism
to the overall economy, it is useful to complemthis information with other indicators,
aiming at describing in a more comprehensive amdpéete manner the effect of tourism in
different spheres when information from the SUTrzarbe used.

From the demand point of view, apart from the temriGDP via demand, it could be useful
for users to have explicit information on the diffiet elements of the demand side:
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. Inbound tourism
BoP "travel” item (credits)
BoP “passenger transport services” (credits)
Total inbound tourism consumption

. Outbound tourism
BoP “travel item” (debits)
BoP “passenger transport services” (debits)
Total inbound tourism consumption
. Domestic tourism
Domestic tourism expenditure linked to trips forqmnal purposes
Domestic tourism expenditure on business trips
Total domestic tourism consumption

From the supply perspective, it might be of intefes users to incorporate some indicators
on the economic performance of tourism related stries for reference periods during which
a full TSA has not been compiled. In case a calegéar is the reference period, the source
of information obviously is the Annual Structurau®ness Survey. For short-term TSA it
would be necessary to resort to indicators on tdom@mic performance of the service sector,
such as indicators on revenues, employment, nighiollective tourism accommodation
establishments etc.
In order to set up a framework for the supply aethdnd estimates as complete as possible,
the set of tables could be extended by adding cemmghtary tables on tourism related data
with different scopes. These tables may containkamg of information available that could
help to gain a better understanding of tourismvégtin the country of reference, such as:
» Data on physical flows, such as the number ofaisiand nights of inbound and
outbound visitors, number of domestic trips etc.;
* Information about the number of tourism relatecegmrises according to different
characteristics (revenues, number of employee} etc.
» Price indices of tourism products;
* Direct investment in the country of reference biefgn companies in tourism related
industries;
» Direct investment abroad by resident companiesunigm related industries.

2.3.4 Conclusions

With a view to estimating the contribution of tam to GDP, the final demand proposal
should be regarded as a complementary approadhetorte proposed in the international
guidelines, since the two methods provide diffedatt sets that, taken together, are useful to
satisfy the information requirements of qualifiezkts.
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The primary contributions of the final demand picho® are as follows:

» Even for periods of reference for which no inforroaton SUT is available, it allows
obtaining an assessment of the role of tourisrhéneconomy of reference. What is more,
it can be applied not only for the most recent gehut for short-term estimations as well.
This approach is most useful for countries whicmdbcompile TSA on a yearly basis,
since they can at least estimate the impact ofswufor inter-TSA periods this way.

» It gives a more extensive and comprehensive desnripf the relevance of tourism to the
overall economy - given that it provides an estaratthe total effect of tourism in the
GDP - while the supply approach of the TSA-RMF oriyisiders the direct effects on the
GDP.

» Apart from methodological and valuation considenagi, this method also allows for an
easy integration of tourism gross fixed capitahiation (GFCF) and collective tourism
consumption, while the supply method does not pl®wa satisfactory answer on how this
transaction can be tackled.

The most relevant shortcoming of this demand ambroa that it fails to provide relevant
information on the effects of tourism to the GVAtofirism related industries. Although the
impact of tourism on GDP might be regarded as tég ikdicator of the importance of
tourism, its impact among the different tourismatetl industries is not uniform. For an in
depth sectoral analysis of the effects of tourisns inecessary to resort to the TSA-RMF,
which provides the key tourism ratios from the dyide for tourism related industries.

2.4 Proposal for Key Figures to be used for an Intermei@dte Short-Term Update of
the Basic TSA Information

Due to restricted financial resources and posdilififering statistical priorities it cannot be

expected that all Member States within the EU walinpile the complete set of TSA tables on
an annual basis. On the other hand there will egmificant interest for the estimation of
recent data for key tourism figures by nationalrigm boards and policy makers. The
production of up to date indicators on tourism iscaucial importance in an international

context where this ‘industry’ is considered to Ipeirmportant source of economic growth and
employment.

Hence, there is a need for drawing up a proposaé fieduced set of tables consisting of a
reduced number of figures/cells within these tabldé®y should meet two requirements, that
is, to provide more up-to-date information with igher degree of timeliness while at the
same time delivering information on the main aspedtthe economic development of the
tourism sector even without the necessity of comgih comprehensive set of TSA tables.
Such a restricted data set could be provided byMainber States which already have
implemented the TSA.
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The following proposal recommends carrying outupdate of TSA key-figures on the basis
of the preceding year for which a national TSA hasn compiled comprehensively. At least
the following TSA tables should be fully available:

= TSAtable 1. Inbound tourism expenditure by prodwetd classes of visitors

= TSAtable 2: Domestic tourism expenditure by priduclasses of visitors and types
of trips

= TSAtable 4. Internal tourism consumption by pragu

= TSAtable 6: Total domestic supply and internakiga consumption
(at purchasers” prices)

= TSAtable 7. Employment in the tourism industries

In an EU-wide perspective, the development of ttoppsal of TSA key-figures - to be used
for an intermediate short-term update of the bd$s@ information in those intermediate
periods for which a comprehensive TSA is not baampiled - has to take into account the
official data transmission programmes and the $igectime limits for National Accounts
data (Regulation (EC) No 1392/2007 of the EuropPamliament and the Council) and
Tourism Statistics Data (Tourism Directive 95/57-B@ the expected future regulation) as
well as their appropriateness to depict the mdeveat aspects of the economic evolution of
the tourism sector.

Possibly the following proposal for a set of keyuiied may not be valid in the same way for
all 27 Member States of the EU due to differenc@scerning the availability of primary data
sources. The latter has special relevance withrdetgathe recommended structural detail
level of the TSA characteristic product of inbowarl domestic tourism expenditure. In many
Member States such a high degree of detail isumveged annually because it is beyond the
prescribed regulation on National Accounts data toed Tourism Statistics Directive (and
future regulation).

The central idea of this proposal for an intermediahort-term update of basic TSA
information is thegradual approach within a period of three years which bears in minel
actual national data availability and thus recomasesthree-stage estimation proceduref
TSA key figures with regard to theporting year T. To put this proposal to practice there
should be no critical burden with regard to theuresfl financial and human resources for
stages 1 and 2 because the relevant data is gliegillable within the existing primary and
secondary data sources of the national statisysaem.

In stage 1lfor reporting year T in year T+1 only a few aggrtegtotals of the tourism
consumption components are estimatddhis is because only aggregate (total) demand-side
information on tourism consumption by householdd aggregate National Accounts figures
are typically available in this early stage.

As a minimum, the following tourism related aggregdemand-side variables should be
updated with a delay of one year. Besides someigoing tourism-related macroeconomic
indicators should also be derived:

The reference for the proposal at hand is the TiBW-RMF 2008, but the basic idea underlying thepmsal is also applicable to
national TSA based on the TSA-RMF 2000.

The relevant cells have been marked yellow withmattached TSA tables 1, 2 & 4.
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Set of TSA key figures compiled for the reporting gar in T+1: tourism consumption
0 Total inbound tourism expenditure (ITE), compiletthm TSA table 1
o Total domestic tourism expenditure (DTE), compidthin TSA table 2°
= Excursionists (optional)
= Tourists (optional)
o Total internal tourism consumption in cash (ITGmmpiled within TSA table 4

Tourism-related macroeconomic indicators:

o Importance of inbound and domestic tourism expenest (ITE, DTE) related to
the total internal tourism consumption in cash @) C

o Share of total internal tourism consumption in cadhCc) in the final
consumption expenditure by households (HFCE)

Due to varying data availability across Membeat& with regard to the two classes of domestiitovss (excursionists, tourists),
the estimation of this variable is optional (marlgedy within the attached TSA-tables). In a positbase the total domestic tourism

consumption can be compiled bottom-up by addinghgtwo sub-classes (displayed by a grey arrowiwithe attached TSA-
tables).
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TSA table 1: Inbound tourism expenditure by producs and classes of visitors

vacation home ownership
2 —Food and beverage serving services
3 — Railway passenger transport services
4 — Road passenger transport services
5 — Water passenger transport services
6 — Air passenger transport services
7 — Transport equipment rental serices
8 —Travel agencies and other reservation
9 — Cultural services
10 — Sports and recreational services
11 — Country-specific tourism characteristi
12 — Country-specific tourism characteristi

A.2 Other consumption products

B.1 Valuables

services

¢ goods
c services

Tourists Excursionists Total visitors
Products (overnight visitors) (same-day visitors)
(1.1) 1.2) (1.3)=(1.1) +(1.2)
JA. Consumption products (*)
A.1 Tourism characteristic products
1 — Accommodation services for visitors X
1.a — Accommodation services for visitors other than 1.b X
1.b — Accommodation services associated with all types of X

TOTAL

ITE

X does not apply
(*) The value of A. Consumption products,
services.

is netof the gross service charges paid to travel agencies, tour operators and other reservation

TSA table 2: Domestic tourism expenditure by produts, classes of visitors and types of trips

Products

Domestic tourism expenditure

All types of trips

Tourists

(overnight visitors)

27n=21+24)

A. Consumption products (*)
A.1 Tourism characteristic products

1 — Accommodation services for visitors
1.a — Accommodation services for visitors

other than 1.b

1.b — Accommodation services associated with all types of

vacation home ownership
2 —Food and beverage serving sewices
3 — Railway passenger transport services
4 — Road passenger transport services
5 — Water passenger transport services
6 — Air passenger transport services
7 — Transport equipment rental services

8 —Travel agencies and other reservation  services
9 — Cultural services

10 — Sports and recreational services

11 — Country-specific tourism characteristi ¢ goods
12 — Country-specific tourism characteristi ¢ services

A.2 Other consumption products

B.1 Valuables

Excursionists

(same-day visitors)

(28)=(22)+(2.9

X

Visitors

(29 =2.3+(2.6)

TOTAL

DTE

X does not apply

(*) The value of A. Consumption products, is net of the gross service charges paid to travel agencies, tour operators and other
reservation services.
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TSA table 4: Internal tourism consumption by produds

Msttors final consumption Cther components  Infernal tourism

expenditure in cash of isitors consumption
Inbound tourism [pomestic tourism  Jirtemal tourism gns umption
expenditure expenditure consumption in cash
13) (29) (13)+(29 =@4.7) @2) (45 =43 +4.2

Products

A Consumption products (*)
A1 Tourism characteristic products
1 — Accommodation sewvices for visitors
1.a —Accommodation services for visitors other than 1.b
1.b — Accommodation services associated with all types of
vacation home oanership
2 —Food and beverage serving seivices
3 —Railway passenger transport senvices
4 —Road passenger transport senices
5 —Water passenger fransport services
6 —Arr passenger transport services
7 —Transport equipment rental sevices
8 —Travel agencies and ather reservation  services
9 —Cultural services
10— Sports andrecreational senvices
11— Country-specific touismcharacteristi ¢ goods
12 — Country-specific touismcharacteristi ¢ senices
A2 Other consumption products

B.1 Valuables

TOTAL ITE DTE ITCc ITC

(*) The value of A. Consumption products, is ret of the gross service charges paid t travel agencies, tour operators and other reservation services.

Due to the fact that specific data availability moyes over time it is proposed to provide
more detailed information on tourism consumptiormeedl as production, value added and
employment in the tourism industriesstage 2for the reporting year T in year T+2This is
because the required information concerning thelybspecific tourism expenditure pattern
as well as the relevant industry specific strudtdeda for the supply-side of the economy in
most of the EU-Member States is only available aitttelay of two years.

With a delay of two years the aggregate demandisdables should be supplemented with
product specific detail information recommendechimithe TSA-RMF*?

Set of TSA key figures compiled for the reporting gar in T+2: tourism consumption
o Inbound tourism expenditure (structure), compilethiw TSA table 1
o Domestic tourism expenditure (structure), compiéithin TSA table 23
= Excursionists (optional)
= Tourists (optional)
o Internal tourism consumption (structure), compihgthin TSA table 4

11 The relevant cells within the TSA-tables haverbeearked green.

2 The structural vectors on tourism consumptiorptyduct categories (columns of TSA table 1, 2 anshwuld only be published for
the reporting year T in year T+2 if this data candirectly balanced within the macroeconomic framewbut without using the
complex framework of TSA table 6 (compare stageTBe latter depends on the country-specific touriemsumption related data
situation as well as the compilation practice ia flieceding year with a comprehensive set of T®keta

3
Compare with footnote 10
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With regard to the supply-side, at least the foltfgywariables should be updated. Besides
some tourism-related macroeconomic indicators shalslo be derived:

Set of TSA-key figures compiled for the reporting gar in T+2: tourism supply
0 Total output in the tourism industries (structurampiled within TSA table 6

o Total intermediate consumption in the tourism iridas (structural), compiled
within TSA table 6

o0 Value added in the tourism industries (structu@)mnpiled within TSA table 6
o Employees in the tourism industries (structurampiled within TSA table 7
Tourism-related macroeconomic indicators

o Contribution of output resp. production in the iear industries (GPTI) to the
gross production of the economy (GP)

o Contribution of value added in the tourism indestr(VATI) to the gross value
added of the economy (GVA)

The data compiled within the first two stages camiade directly available by the national
statistical system outside the complex estimattaméwork of the existing national TSA (i.e.

especially TSA table 6) without major adoptionse Mmorkload for an intermediate update of
TSA key figures should thus be relatively smallisTis not the case for the optional third and
last stage of reporting year T in T+3.

Within this laststage 3 the detailed information on the national Suppiy &se-Table (SUT)
has to be endogenised within the complex framevadrK SA-table 6 In this TSA core
table, total domestic supply and tourism consummptias to be balanced at the TSA
characteristic product and industry level, whilaurtsm value added (TVA) has to be
estimated in a bottom-up procedure as recommendeihvihe TSA-RMF™ This is only
possible by introducing the complete structural dedaside information on internal tourism
consumption (ITC) as well as by netting packagesauith regard to all product components
of the package on the demand and supply-side of $i#e

In the case of missing actual statistical inform@atio substantiate tourism related transaction
within the compilation framework of TSA table 6 ftre reporting year T in year T+3 it is
recommended to check the plausibility for takingmothe tourism characteristic ratios of the
last comprehensive reference TSA. In a “perfectunto/-specific TSA implementation
approach this should be the reporting year T-1.

To reduce the workload of the overall updating pescof stage 3, it is recommended to
ensure a strong link between the NA and its an8ldl. Such a procedure has many
advantages: It facilitates the overall TSA comjpliatprocess as well as the update procedure
of the TSA, it makes easier the integration andganison of tourism figures in the context of
the national economy, and the integrative naturéhisf compilation approach will help in
saving resources.

14 The relevant cells within the TSA-tables haverbeemrked blue.

5
The displayed blue marked arrows within TSA tabladicate the general estimation procedure.

Tourism Satellite Accounts in the European Union - Vol. 4



TSA table 6: Total domestic supply and internal todsism consumption (at purchasers” prices)

TOURISM INDUSTRIES Other Qutput of domestic producers Impons * Taxes less subsidies on products |  Trade and transport margins
1 - Accommodation industries (at basic prices) of domestic output and imports Domestic supply | Internal tourism| ~ Tourism ratio on
1.2~ Accommodation | services associated 12- Country- (at purchasers | consumption supply
hccommodsion o servies forvisitors | with alltypes of specifc tourism TOTAL price)
visitors
Products exceptin 1. vacation home industries
ownership
oufput | founsm | output | founsm | oufput | tounsm | oufput | founsm | oufput | lounsm | oufput | founsm | ouput |  tounsm oufput founism | oufput founsm oufput fourism output founsm (64)= (65)=
share share share share share share share (545)=(543) | share share share sharg (5.15)+(6.1) (43) (43)1(6.4)*100
(84) | (nvalug) | (5.42) |(invalug) | (5.Ab) |(invale) | (5...) [invalug)| (8.42) | (invalue)| (843 |(invalte)| (544) | (invalue) +(5.44) (invalug) (64) (in valug) (62) (in valug) (63) (in valug) H6.2)+(63)
IA. Consumption products (')
A1 Tourism characteristic products
1 - Accommodation services for visitors X X
1.a- Accommodation senices for visitors other than 1.b X X
1.b- Accommodation senices assoziated vith all types X X
ofvacatan home ownership
2-Food and beverage sewving services
3 - Ralway passenger transport services X X
4-Road passenger transport services X X
5~ Water passenger transport services X X
6 - Air passenger transport services X X
7-Transport equipment rental services X X
8- Travel agencies and other reservation services X X
9-Cultural services X X
10 - Sports and recreational services
11 - Country-specific tourism characteristic goods X X X X X X X X X
12- Country-specific tourism characteristic services X X
A2 Other consumption products X X
B. Non consumption products \ / X X
B.1 Valuables X X \%\ X / X X X X X
B.2 Other non consumption products \/ X X
1. TOTAL OUTPUT (s basic pices) GPTI GP [TC
II. TOTAL INTERMEDIATE CONSUMPTION (at purchasers price)
(1) TOTAL GROSS VALUE ADDED (at basic prices) VATI GVA TVA
|
X does not apply

... Means that all tounsm industries of the proposed list have to be considered one by one inthe enumeration

* Imports excludes direct purchase of residerts abroad
(*) The value of A. Consumption products, is net of the gross service charges paid to travel agencies, tour aperators and other reservation semvices.
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TSA table 7: Employment in the tourism industries

Nurber of Nurber of jobs by Satusin enployrrent (%)
Tourismindustries

esteblishmants enployess saif enpoyed

Vele Femde Tad Vele Ferde Tatd

1 —Accommnodation for visitors
1.a—Accamndation services for visitarsother than 1Lb
1.b—Accammodhation senvices associated with al types
o vecation hore onnership
2 —Foad and beverage sening industry
3 —Railway passerger transport
4 —Road passenger trarspart
5 —Water passerger transport
6 —Air passerger trarsport
7 —Transport equiprrert rertal
8 —Travel agendies and other reservation senvices industry
9 —Quiturd incustry
10— Spatsand recreational senvices
11— Retail trade of cauntry-spedifictourismcharacteristic goads
12— Gountry-spedific taurism industries

TOTAL

(*) inthe reference period
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3 Estimating the Economic Impact of Tourism

Tourism plays a significant role in many economiEgperts faced with the problem of
measuring the size of tourism and, particularlg, eébntribution to GDP, have proposed
harnessing the so-called Tourism Satellite Accqui®A). Developing a workable approach
took many years of efforts by numerous institutjoosuntries and individuals engaged in
finding a methodological framework for building amdplementing a TSA that would be
accepted by all players (Delisle 1999; Heersceial. 2005; Meis 1999; Nordstrom 1996;
Paci 1998; OECD 2000; Rivera 1999; @Nal.2001).

A crucial assumption for building a TSA was relatedthe fact that, given that tourism is
regarded as demand-defined, only effects generayethe direct economic relationship
between guest and producer are considered (BanbeckDand Kotsovos 2003; Kass and
Okubo 2000; Meis 1999; Smith and Wilton 1997). Buhe focus is solely on the economic
effects resulting from the direct relationship beémn consumer and producer, it is difficult to
compare the demand side-measured, tourism-relaDdItG the overall GDP, chiefly because
the overall GDP also includes indirect effects eauby economic interlinkages. In other
words, the tourism value added captured on thestzdgpure TSA definitions will not count
such value added effects generated by deliverieadofstries such as agriculture, food and
beverage, banking or insurance for the tourism striks (e.g. hotels, restaurants):
accordingly, the TSA value added underestimatedrtieetourism-related value added since
the TSA concept does not consider indirect effeAts.a consequence, expressing tourism
value added as a percentage of GDP would make sergdf the tourism-related value
added triggered by indirect effects was considasedell.

3.1 Basic Principles of the TSA Techniques

The direct economic impact of tourism consumptian be measured (here in terms of how
much net value added is directly created) by TSAhows. The TSA is an attempt to record
and analyse tourism as an economic phenomenomnis tef the national accounts and other
business statistics. To this end, national accosem#e as a framework and integration matrix.
Nevertheless, the TSA is much more than merelybaysiem of national accounts, primarily
because additional information may be added asrestju

The TSA concept makes a fundamental distinctionvéen “tourism-specific’, and “non-
tourism-specific” production, which, accordinglyropduces “tourism-specific’ and “non-
tourism-specific’ goods and services. Consequentbyrism consumption comprises
“tourism-specific” services (accommodation, passengansport, travel agencies, e.g.) and
“non-tourism-specific” (e.g. retail trade) goodsdaservices. The latter are those that are
supplied or rendered mostly to non-tourists.

In order to set out and arrange the informationhensupply and demand side, the TSA uses a
structure which comprises the three basic unitghef national accounts (OECD 2000;
Commission of the EU et al. 2001 & 2008):

(1) consumer account (to specify demand);
(2) production account (to specify supply);
(3) goods account (combining production and demand).
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Basically, the TSA concept in its core area refer&ourism industries” (in the more narrow
sense of the word), i.e. primarily hotels, restatgatravel agencies, culture, entertainment
and travel insurance. Even though the term “touiiisthustry” is the customary expression, it
is nevertheless problematic because tourism isméindustry” in the traditional sense of the
word — meaning a sector that produces a similatygroor renders a similar service or has the
same production function.

One problem encountered in the attempt to deteriti@eeémpact of tourism is the fact that
national accounts depict sectors on the basisenf gnoduction (i.e. their output) rather than
on the basis of demand, whereas the tourism indistdefined by its consumers, i.e. the
tourists, at the time of consumption (Smith andt@vil1997).

3.2 Adjusting some TSA Variables in a Macroeconomic Cotext

The TSA considers only diretdaurism demand, which includes spending by (or emaltf of)
the visitor for goods and services prior to, duyiaffer a journey, and made in connection
with the journey (Smeral 2006). In order to meagsheeeconomic importance of tourism in
the TSA context, it is therefore necessary to fomughe direct link between the (spending)
tourist and the (receiving) supplier. Based ondhgsfinitions, the TSA shows up these links
and the value added from them (Smeral 2005).

With the tourism definition used by the TSA redutedlirect physical and economic links, a
range of indirect effects caused by economic ihitdiages is not given proper consideration,
so that the true total economic impact of tourisnmot captured. As a result, national value
added by tourism based on a TSA may be compared with the TSA results of other
countries or with satellite accounts computed smnailar manner for other sectors. Expressing
the value added by tourism measured only through fE8hniques as a percentage share of
the overall national GDP is conceptually limitedtivat the missing indirect effects of tourism
down-bias the total impact of tourism.

Such direct and indirect effects, as well as thecefof tourism on the overall national
economy, can be described in an input-output aisalgsmethod that enables us to compute
indirect value added effects in addition to direces.

The basic concept underlying the input-output masléhat demand for products of a given
industry determines more than just its own (netjpoty it also indirectly influences
production in the upstream industries. An indireatput in turn results in inputs from other
industries. On the other hand, these upstream tinesisequire products from other industries
for their own production, resulting in demand cgclin other words: an autonomous increase
in demand results in a multiplier process whichatze direct and indirect value added effects.
The smaller the direct and indirect leakages (ingof the country), the greater are the
domestic effects from an increase in demand.

Further, the TSA framework allocates all expenses tb business trips to final tourism
demand so that they add to the value added levieénV¢omparing the TSA value added data
to the national value added, an adjustment is thereecessary (same as with accounting for
the indirect effects) since the expenses of domestierprises during business trips for
accommodation and transportation constitute a icote process of their own value added
creation and are treated as intermediary consumptiche National Accountant point of
view. In the context of estimating the total ecomompact of tourism, the tourism business
expenses therefore have to be deducted from inteEnn@sm consumption.
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3.3 Some Results for Austria

The most recent basic data for the Austrian natiand regional TSAs as presently available
refer to 2007 (Laimer and Smeral 2009a & 2009b; 1ah2006).

According to the calculation for 2007, 50.3% of thwerall spending of € 30.37 billion was by
foreign guests, 46.5% was expended by Austrian$,3a2% was spent by Austrians during
their stay in their second homes. The TSA conckpiva a breakdown of the total demand by
products and services. In 2007, the largest paowefall tourism expenditure in Austria was
spent on accommodation (35.5%), while 25.4% wag foairestaurant services (see Table 2).
Other major expenditure groups are shopping (20.48d)transport (11.8%). Entertainment,
culture, sports and other services make up alm@8t of total spending.

For the country as a whole, the direct value adeféatt generated by tourism was calculated
in line with the TSA concept at € 14.55 billion ¢inding business trips by residents). In
terms of GDP, this figure — not adjusted for indireffects — translates into a share of 5.4%.
When applying the input-output value added mukifgito the adjusted TSA expenditure
results for Austria (excluding business trips bgidents) as a whole, direct and indirect value
added effects were € 22.29 billion in 2007, whiokams that the tourism industry contributed
8.2% to the Austrian GDP.

The macroeconomic importance of tourism in Austria2007

Austria
Aggregates Million €  Percentage
share in
GDP

Tourism Satellite Account — direct value added

Excluding business
trips of residents 13,581 5.0

Including business trips
of residents 14,553 5.4

TSA adjustments — direct and indirect value added

Tourism? 22,289 8.2

Source: Statistik Austria, Austrian Institute afdaomic Research (WIFO). a. Austria excluding besgtrips
of residents

For Austria as a whole, it was found that in 200& direct and indirect value added effects of
tourism, excluding business trips by Austriansgtbgr contributed 8.2% to the GDP whereas
direct effects by themselves only added up to 5.4%.

When comparing the tourism value added adjustedinidirect effects to the unadjusted
figure, we find that the TSA per se clearly tendsuhderestimate the economic impact of
tourism for Austria. The gap amounted to abouti@g@age points as a contribution to GDP.
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3.4 Conclusion

The macroeconomic impact of tourism and its coatrdn to the overall value added is a

crucial parameter for economic policy. In orderpxperly calculate the total economic

impact of tourism it is necessary to correct theATr8sults for indirect effects triggered by

tourism as the TSA concept considers only the tivatue added effects. For an overall

economic perspective, business trips by residesed to be excluded to obtain correct impact
figures and avoid double counting.

Tourism Satellite Accounts in the European Union - Vol. 4 eurostatm

40



Chapter 4 - The Use of TSA Results in the Broader
Context of Macroeconomic Analysis






Possibilities to obtain more up-to-date TSA key figures

4 The Use of TSA Results in the Broader Context of Maoeconomic
Analysis

The economic evaluation of tourism demand andngsaict on the overall economy in general
is a topic which many researchers and destinatiamagers take an interest in. During the last
two decades the research on this topic has analhigesue using different methods. On the
one hand there has been a focus on the develomhestimation methods to directly forecast
tourism demand (i.a. Witt and Witt 1992; Frechtl@@01; Li, Song, and Witt 2005). On the
other hand emphasis has been placed on analysngadlcroeconomic impact of tourism in
the context of a macroeconomic modelling framewssing an Input-Output (I0) model (i.a.
Fletcher 1989; Smeral 1995; West and Gamage 200i3ing a complex CGE-model (i.a.
Zhou, et al. 1997; Dwyer, Forsyth, and Spurr 20B807). Moreover, and following the
compilation of national Tourism Satellite Accoufi§SA) during the last years, its results
have been integrated in the different model typas Blake, et al. 2001; Kuhbach and Herauf
(2005); Smeral 2006; Ahlert 2007).

Information about the overall net-economy wide igtpaf tourism demand on income and
employment cannot be directly obtained from avédattatistics. Rather, this information
must be estimated via an economic model which hasability to combine the details of
National Accounts data with the corresponding wurispecific demand data. Regarding
consistency, the latter should preferably contagtaided TSA results. The following

subsection explains how the resulting direct ardiréct effects on production, income and
employment can be assessed within a macroeconomdelnand what requirements the
model to be used should fulfil.

4.1 Estimating the Total Economic Impact of Tourism

The tourism activity definition used by the TSAreduced to direct physical and economic
links, with only one exception made for packageadoirhis delimitation however means that
a range of indirect effects caused by economig-iimkages is not taken into account. These
secondary effects — indirect or induced — thatisourgenerate are not directly treated as part
of tourism activity. Thus the TSA approach doesproduce information on the total impact
of tourism because the TSA does not measure ammgatdmpact of tourism expenditure.

Information about the total economic impact of temr consumption cannot be directly

obtained from available statistics. They can ordyelstimated by using an economic model.
Due to the fact that within the TSA tourism constiomp data is described in deep product-
specific detail (which is consistent with the natb classification used in national 10

Accounts) the standard 10 model should be appliée. static open Leontief model provides
us with a powerful economic analysis tool in forfraa Input-Output analysis.

The national 10 accounts are data sets used irt-l@ptput analysi$® By using an 10 table, it

is possible to express the technical relationskiveen output and intermediate consumption
as a technical coefficient, and establish a matfikechnical coefficients (A) in which each
cell represents the required value of input i fa production of 1 unit value of output j. The

16 . . ) . .
ESA 95 requires EU member states to transmit I&/Esy five years in a standardized format for é6ters and products.
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following two equations show the general idea dineting the total impact of tourism
consumption measured within the TSA on productiosh @mployment.

(1) x=(-Ayr*c™* Total Impact on Production

(2) e=B*(-A)t*c™* Total Impact on Employment

X — production vector
(I — A)* — Leontief-inverse resp. matrix of inverse coeéfitts
| — identity matrix

A — technology matrix
c'>* — vector of internal tourism expenditure (measwritin TSA)
e — employment vector

Bp — diagonal matrix of employment-input coefficients

The open Leontief model determines the amount @fiyection and/or employment needed to
satisfy an increase in demand by estimating albrsgary effects on the basis of related
intermediate demand. In tourism, the chain of éff@mabling the activities directly serving
visitors to do so is called the indirect effectsvisitor demand. The most useful advantage of
this kind of 10 analysis in the field of tourism tise ability to see how change in tourism
consumptions affects the entire economy.

The impact of tourism is a crucial parameter fooremmic policy. In order to properly
estimate the total economic impact of tourism ihécessary to increase the TSA results by
indirect effects triggered by tourism as the TSAaapt only considers direct value added
effects. For countries like Austria, Germany, Sluaeetc., this instrument has been used for
estimating the total impact of tourism householdstonption.

The instruments of IO analysis are generally usegstimate the direct and indirect effects of
production and employment. Although the IO analysit least as used in the simple static
open Leontief model (Miller and Blair 1985) — affethe result due to inaccuracies arising
from its restrictive assumptions, it is still thenlp method that permits a systematic
documentation of all direct and indirect effectsrafue-added effects. Smeral emphasises that
only this type of complementary model calculati@n grovide comprehensive information
about the contribution of tourism to macroeconopgdormance (Smeral 2005 & 2006).

4.2 Impact Assessment due to Changes in Tourism

With regard to long term policy simulations estimgtthe potential net-overall effects of
changes in tourism behaviour or tourism policy wita longer future period (for instance
during the next 10 or 15 years), a restrictive nlodgeframework with constant coefficients
is insufficient. This is all the more true in viesf the increasing globalisation of product
markets and the resulting international divisionlaifour and product diversity. Based on
varying factor productivity, the overall net-effean income and employment of the demand
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for hotel/restaurants or passenger transport inglsstvices differ considerably from those on
foodstuffs or clothes.

For an accurate mid to long-term impact assessnefletting changes in tourism demand it
is often useful to link the database to models Witbader behavioural mechanisms like I0E
modeld’ or CGE modef€. Such complex computable models explain the ecgnsite net-
impacts of policies on the basis of behaviouralagsions and/or equations and capture the
economic cycle relations of revenue and expendiagravell as the interaction between all
sectors of the economy.

In these more complex macro-economic models thecmtomy wide impacts are the result
of different adjustment responses within the fa@wod product markets. With regard to the
three targets (production, income and employmdéme), reflect the following mechanisms:

(1) Direct production effects take into accountyotihose effects connected to direct
tourism demand (primary stimulus). They are appkadlusively in those sectors
which benefit directly from tourist spending.

(2) Indirect production effects appear via remutierafor purchased products in those
companies which supply goods and services to thmepaaies producing directly
demanded touristic consumer goods, i.e. in theesponding suppliers and sub
suppliers for intermediate products.

(3) In [income]-induced production effects (defined accordance with Keynes and
corresponding to the multiplier model) the pantedisbursement of direct and indirect
income earned in the course of the production m®degger a multiplier process
which induces further production.

4) Price effects occur due to changes in demaxduait costs, which directly influence
relative prices of all dependent demand variables.

(5) Production and price effects have a direct ichpan wage formation and thus on
employment.

(6) Finally, such models also reflect the natiotzed system. As a result, the burden of
sectoral cost structures on production and thedyuoth private households as well as
the application of taxes and charges as part ofgthernment expenditure activity
must be represented in relation to the macroecanomdel.

Economic impact studies aim to measure economieflienthat is the net increase in the

wealth of residents resulting from tourism, meaduremonetary terms, over and above the
levels that would prevail in its absence. This deim wealth might occur not only due to

increased flows of income to households but alsotduhe change in net worth induced by
the change in market value (positive or negatifegxasting assets, both produced and non
produced, as a response to the induced changenardkefor such types of assets.

Such complex model-based impact analyses investggdhe effects of selected tourism
relevant results on internal tourism expenditureehbeen done for Australia, United States

17 . . . . . . . .
Input-output econometric (IOE) models extend the 10 framework by integrgteconometric relationships, estimated from time

series or panel data, into the 10 framework. Byoiporating econometric relationships, IOE addresBeshortcoming of average
relationships in simple 10 analysis and provides ddjustment path of the economy to an economi@aémpOE models also allow
the incorporation of supply side constraints. Thesestraints are incorporated via econometric i@iahips providing an estimate
of the price responsiveness of goods as a resuharfges in demand and supply. Consumer and prodebaviour is affected by

these price changes, resulting in changes in theuroption and production patterns.

18 P . . .
Computable general equilibrium (CGE) models are a class of economic model thatactual economic data to estimate how an

economy might react to changes in policy, technplog other external factors. CGE models are derifrech the input-output
models pioneered by Leontief, but assign a moreomapt role to prices by using strong micro-ecorzatly consistent behavioural
assumptions (perfect competition with cleared m@rkend completely flexible prices, perfect inforroat e.g.). The empirical
component of the CGE model is concentrated in @ntable.
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and Germany. Besides policy assessment, the meas af application have been in the field
of event analysis such as the Olympic Games andvitidd Cup (i.a. Ahlert 2001 & 2006),
market research such as growth in tourism markethanges in tourism demand (i.a. Dwyer
et al. 2000, Ahlert 2008) and shock analysis (&egorists attacks [i.a. Blake & Sinclair
2003], natural disasters [i.a. Yeoman et al. 20p&hdemics).
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