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INTRODUCTION

When IMF presented a first document
 in October 2002 where it highlighted the need to introduce some changes regarding the concept of residence (both in the general principles as well as in the definition of the centre of economic interest of households), WTO expressed its support. The proposals focused then on two specific aspects: 

· should the general definition of residence include a change to the “predominant centre of economic interest” criterion?

· should a single one-year criterion be adopted for residence of all households?

In previous texts
, IMF had recognized that “the definition of residence must be one that is widely acceptable, one that may be consistently applied for most purposes, and one that is consistent with the national accounts. (As BOP and national accounting systems are closely related, serious difficulties would arise if each system referred to a different set of persons and households).”


This reference is still up-to-date, but could be completed, taking into account that there is now a new macroeconomic framework referring to tourism, the Tourism Satellite Account (TSA), satellite both to National Accounts and to Balance of Payments, which has strong links with the Balance of Goods and Services in a significant number of countries. As a consequence, it is also an important objective to try to minimize the conceptual differences presently existing between the Balance of Payments and the TSA, regarding some overlapping areas such as the definition of visitors (which is strongly related to that of residence), and the estimation of the expenditure associated with the flow of non-resident visitors to a country and with that of resident visitors travelling to a different economic territory (flows denominated respectively as inbound tourism and outbound tourism). 

PRESENTATION

This document presents WTO’s comments on IMF’s Draft Annotated Outline of the BPM5 revision (AO)
.

Three main topics have been identified in the reference document – AO – that have a direct relationship with tourism statistics, namely with the conceptual framework for the measurement of the economic impacts of tourism. They are the following:

· the satellite account approach;

· individuals and households;

· proposed classification of services within the travel item. 

In order to clarify the arguments presented by WTO in its answer to the questions of the AO on these topics (summarized in Chapter F "Suggested editing changes and answers to AO document" of this document), it is necessary to recall three general observations regarding TSA.

First of all, it has to be recognized that the adoption by the United Nations Statistical Commission of the TSA Recommended Methodological Framework
 opened the ground to the measurement of tourism activity in a rigorous manner and fostered its international comparability. This conceptual framework respects the production boundary defined in SNA93, and uses a set of concepts, definitions, classifications, aggregates and tables which are consistent with the general System of National Accounts, with some minor adjustments regarding the treatment of tourism business expenses (considered as intermediate consumption of the corresponding producing unit in SNA93, and as a component of visitor consumption in TSA), that of package tours (lack of clear recommendation in SNA93) and some other minor issues.  

Secondly, the TSA has stimulated among national authorities a renewed vision regarding the production and use of tourism statistics. In effect, the compilation of a TSA implies:

· new ways of looking at tourism (mutual links between physical and monetary information in each of the three forms of tourism –inbound, domestic and outbound-, confrontation of supply and demand of goods and services in this specific domain, etc.);

· a new type of potential user of statistics related to tourism (as the TSA is a framework for the integration of most available tourism statistics);

· a new interest arising from government agencies, the private sector and International Organizations in the measurement of tourism economic impacts on the economy, both from a capacity-building perspective and because of its links to other macroeconomic statistical frameworks like the SNA93 and the Balance of Payments.

A final observation refers to the fact that a distinctive characteristic of tourism statistics (and as a consequence, of the TSA) is that the statistical units used in the analysis of tourism are rooted in the demand perspective and refer to individuals (visitors – tourists or same-day visitors –) and not to households. This generates a difference between the conceptual frameworks of TSA and that of SNA93 (and consequently with Balance of Payment statistics) as the concepts of residence (used in Balance of Payments, SNA and TSA) and that of usual environment (used in TSA) are not equivalent: the former is to be applied to households (and by extension, to all of its members) while the latter is applied separately to each individual within a household. 

These differences in the focus of tourism statistics and of Balance of Payments statistics generate different references in the analysis of external transactions of goods and services related to tourism activity: while the analysis of tourism focuses on particular movements of individuals (those which transform them into visitors as these movements take them outside their usual environment and for specific purposes), and on consumption which happens in relation with those movements, Balance of Payments statistics include in the travel item the consumption associated with all movements of households outside their country of residence, whether for tourism purposes or not
. 

That is, the concept of travel used in Balance of Payment statistics refers to visitors as well as to other types of travellers. It must be observed that in this context, the term travel and tourism of common use in the Anglo-Saxon community to denote tourism generates confusion. BOP travel includes all forms of travel of which tourism is the most important subset.

A final remark refers to a quite significant difference in the coverage of expenditure on goods and services included in TSA and in Balance of Payments statistics: visitor consumption includes the acquisition of all goods and services related to a trip, and consequently, also includes international passenger transportation by foreign carriers, which is excluded from the travel item of Balance of Payments Classification and included in the transport item of the same Classification. 

A. THE SATELLITE ACCOUNTS APPROACH

One of the arguments justifying the revision of BPM5 is the introduction of the idea of satellite accounting, that allows alternative presentation on some issues “so that this Manual can be used as a starting point for other types of analysis” for territories where these are significant.

It is an important step, in line with the intention to “promote harmonization with SNA93”. It might be helpful to underline in the text that it is a mechanism by which greater flexibility is instilled into the central core of Balance of Payments, and to mention that the satellite account approach is a tool for analysis and a tool for statistical integration; additionally, we would suggest that the terminology which has been approved (use monetary and physical data instead of non financial variables – 1.5g)
 be respected.

B. INDIVIDUALS AND HOUSEHOLDS

The AO document considers three different issues in connection with the mutual links between individuals (also referred as people) and multi-person households
:

· conceptual references;

· the application of the concept of predominant centre of economic interest;

· measurement issues.

1. Regarding conceptual references, the Manual “will introduce the concept of predominant centre of economic interest as the way of showing the link between the economy and the institutional unit. The concept is designed to ensure that each unit is a resident of one and only one economy.” (4.1). 

As the exceptions do not apply to households (4.12-4.22), “all members of the household have the same economy of residence”; the question is that “the residence of individuals needs to be established before a household can be identified” (4.28) and also “that some individuals have close connections with two or more economies” (4.36). As there are different examples of such individuals the Manual suggests identifying them as “non-permanent residents”. 

Consequently there is a clear link between these two new concepts introduced in AO: the predominant centre of economic interest and non-permanent residents. Both of them derive from the need to introduce flexibility to the link of individuals to households in different borderline cases as mentioned later on. 

WTO supports both of them but suggests substituting the term non-permanent by “temporary”. This change in wording is suggested in order to bring it in line with the revision of the conceptual framework used in Household Income / Expenditure Surveys (dated from 1973) that was discussed at the Seventeenth International Conference of Labour Statisticians (Geneva, 24 November-3 December 2003).

AO does not mention this situation: nevertheless, some of the proposals of the International Labour Organization (ILO) to this conference are in line with the present ones, and this fact should be noted
.

Concretely, in paragraphs 196-200
, ILO suggests the following changes to the present conceptual framework that are of particular interest for the revision of BPM5 referring to the method for assigning individuals to households. It proposes the use of the “usual residence criterion” with countries given the option to decide on how best to define “usual”. It refers to the Eurostat Manual on income measurement which recommends the use of six months as the criterion for usual residence provided the person does not have “a permanent address elsewhere (that is, another address where they could, potentially, be enumerated)”. It identifies the groups on the borderline as students, those working away from home, live-in domestic workers, boarders, lodgers, tenants and visitors
.

Based on these considerations, paragraph 59 of the draft resolution presented to the Conference states that: “…the membership of a household consists of all persons usually resident in the household, where usual residence should be defined in a manner consistent with the provision in the latest version of the Principles and recommendations for population and housing censuses of the United Nations. A minimum duration of 6 months may be used as one of the criteria for determining the usual residence”.

As a consequence, there are additional arguments to those mentioned by AO (4.31) to propose an extension of the one-year criterion to other groups presently excluded such as long-term students and medical patients
.

2. In relation to the application of the concept of predominant centre of economic interest, the AO suggests as a general guideline the actual or intended residence for a year or more. Other criteria are also suggested for different subsets of individuals: the “predominant location during the period” and the “location of the dwelling of the individual”(see 4.34). These complementary criteria or guidelines are consistent with the proposal of ILO above-mentioned: the term “predominant location” being equivalent to the “usual residence” criterion, and the use of the “dwelling” is consistent with “the dwelling unit concept” used in the definition of a household as all persons living together in a housing unit (see 181-182 of ILO document). 

3. Finally, it is in the measurement of the movement of individuals in which we find the arguments and suggestions of AO the weakest, and where we think a greater elaboration is needed (possibly with the new edition of the Compilation Guide to be prepared after this Manual is completed).

AO states that “the Manual will recognize that, in practice, data about individuals may be inadequate, so that the residence of households will often need to be determined from general trends identified in aggregate data” (4.31). We find this statement is not operational for BOP compilers, due to the fact that what can be observed, currently, is the movement of individuals between countries, while other types of changes (like changes in residence of existing households, the creation of new ones by former non-residents or temporary residents, the split of them due to the fact that some of its members leave their original home for a year or more but reside in two or more economies each for less than a year) can only be observed using instruments which are not suited for the current elaboration of BOP statistics such as Census surveys or administrative records associated to population Registers. 

In any case, it is necessary to establish whether these movements are adequately measured at the present time, and if there are instruments of observation at the national borders that allow the establishment of some typology of travellers, which might be useful for different types of analysis. The statistical identification of “temporary residents” in the country visited would be of particular relevance. 

The paragraphs that follow provide some additional clarification concerning the possibility of statistical observation.


In the case of international transactions, current systems of statistical observation at national borders record entries and exits of persons (which are mainly visitors, but correspond also to other groups of travellers) through administrative mechanisms, even though there are an increasing number of countries that also apply surveys to this population. The quantification of those flows present two characteristics that are not always sufficiently underlined:   

· First of all, each of the trips taken cannot be identified as corresponding to distinct persons, as individuals might travel with frequency to some particular destination, that is more than once in the period of reference. This is particularly true with same-day visits. The statistical measurement refers to entries/exits which are identified and may be characterized as such, but which do not refer to different persons; 

· Second, the only way to distinguish visitors from other travellers is in using specific questions on the entry/exit forms at national borders or in the questionnaires of the surveys applied to this population, regarding the duration of the intended presence in the country visited, purpose of the visit and other characteristics of his/her stay.

The WTO, in cooperation with Canada (Canadian Tourism Commission), Spain (Instituto de Estudios Turísticos) and Sweden (Swedish Tourist Authority), has already started a comparative study of international experiences in the measurement of traveller flows at national borders
. This research corresponds to the second phase of a project to develop general guidelines for more reliable and comparable data on two variables key in tourism analysis: visitor expenditures associated with inbound tourism
 and arrivals / departures of non-residents at national borders. For this second phase, the collaboration of 48 countries was requested; the finalization of data collection took place at the end of December 2003 and a first draft presenting the general guidelines proposed by WTO will be available by the end of 2004.

C. PROPOSED CLASSIFICATION OF SERVICES WITHIN THE TRAVEL ITEM

A number of issues related to the classification of services are addressed in this section, including the questions listed after the Goods and Services Account in reference document AO (p114-115). 

Currently, the travel item of Balance of Payments is identified as equivalent to visitor or tourism expenditure. In fact, WTO publishes the value of travel receipts and travel payments in its official statistics publication as a proxy for visitor expenditure associated with inbound / outbound tourism. However, the approval by UNSC of the conceptual framework of the TSA which includes a list of tourism characteristic products and activities where passenger transport in its different modes occupies an important place, has paved the way for more precisely defining (and improving) this approximation. 

	List of tourism characteristic products *
	
	List of tourism characteristics activities *

	Products description
	
	Activities description

	
	
	

	       1. Accommodation services
	
	1. Hotels and similar

	
	
	

	       2. Food- and beverage-serving services
	
	2. Second home ownership (imputed)

	
	
	

	       3. Passenger transport services
	
	3. Restaurants and similar

	
	
	

	       4. Travel agency, tour operator and tourist guide services
	
	4. Railway passenger transport services

	
	
	

	       5. Cultural services
	
	5. Road passenger transport services

	
	
	

	       6. Recreation and other entertainment services
	
	6. Water passenger transport services

	
	
	

	       7. Miscellaneous tourism services
	
	7. Air passenger transport services

	
	
	

	
	
	8. Transport supporting services

	
	
	

	
	
	9. Transport equipment rental

	
	
	

	
	
	10. Travel agencies and similar

	
	
	

	
	
	11. Cultural services

	
	
	

	
	
	12. Sporting and other recreational services

	
	
	


* Correspondence tables of the detailed list of tourism characteristic products with CPC, Version 1.0, and of the detailed list of tourism characteristic activities with ISIC, Rev. 3 are included in Annex II of the Tourism Satellite Account (TSA): Recommended Methodological Framework

As passenger transport is a relevant part of this definition of tourism consumption, a better approximation would be to add to the value of the travel item that of the passenger transport item. WTO will initiate the dissemination of this new estimate beginning with 2005, identifying each of the items separately. 

Consequently with this decision, WTO supports AO suggestion that the passenger transport item of the BOP classification be included under travel in the classification, unless there are relevant users that find it inadequate for the sake of analysis of international trade in services. 

The immediate effect of this decision will be an increase in the importance of tourism within the international transactions on goods and services. The following table illustrates this fact, and shows its effect on the credit value for these items. 
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In the Goods and Services Account table, AO proposes an alternative breakdown of the travel item, as it has been actualized in MSITS, which considers five categories of goods and services consumed by the travellers; this would allow a “closer link with the Tourism Satellite Account” (9.32. c). WTO appreciates this initiative, as it is in line with the intention to close the gap between both macroeconomic conceptual frameworks. It also conforms with the efforts of WTO to raise awareness about the need to have credible figures if we want to introduce tourism into the mainstream of economic analysis, as well as those of countries which are progressing in the setting up of a TSA and in so doing are already questioning the consistency of estimations obtained in the TSA and similar estimations to be found in their Balance of Payments. WTO considers that the exclusion of consumption associated with long term students and medical patients from the travel item is already a good step towards closing this gap. 

Nevertheless, the proposed “alternative breakdown of travel services” in AO (table 9.4) falls short of solving the remaining issues. 

WTO proposal allows for the tourism component of the Balance of Payments statistics (that is, expenditure associated to visitors) to be conceptually equivalent to that used in the conceptual framework of TSA, with some exceptions which will be mentioned in the following paragraphs of this document. 

The following table presents WTO proposal and allows its comparison with AO and other previous alternatives.
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As it is evident, the breakdown between Business and Personal does not appear in the proposal, not because WTO considers it irrelevant – in fact, Annex 3 identifies tourism business expenses as part of visitor consumption – but because this split has different types of failures – in terms of concepts, coverage and impossibility to be linked to the CPC – that make it a conflicting issue with the TSA conceptual framework.


Having said this, WTO also proposes this split Business / Personal related expenditure be provided as supplementary information to the travel item.


In the following sections, we will focus on three related issues regarding WTO proposal:

· Visitors and other types of travellers;

· Business / Personal travel vs. expenditure detail;

· Transport services.

1. Visitors and other types of travellers

The EBOPS category for the travel item that is to be found in Table 9.4 of the AO proposed classification paradoxically proposes to differentiate seasonal and border workers but bundles together the rest of travellers, that is visitors and other travellers. More precisely, while it is possible to consider that item 2.2 “Personal travel” is exclusively associated with visitors, item 2.1.2 “Other” corresponds both to visitors and other types of travellers, as some business travellers (those not remunerated from within the place visited) are also visitors. 

This paradox is even more questionable as the expenditure associated with visitors is in most cases predominant in the total amount of the travel item; it is for this reason that WTO considers that it is necessary to identify visitors separately, so as to allow a closer link with the Tourism Satellite Accounts conceptual framework in relation to the measurement of visitor consumption associated with inbound and outbound tourism.

WTO proposal considers different criteria for the breakdown of expenditure whether it corresponds to visitors (the main component of the travel item) or to other travellers. While in the first case, it contemplates a breakdown following goods and services (identical to that proposed in AO (9.32. c) as an alternative to the EBOPS classification used in the Manual on Statistics of International Trade in Services, in the second case it follows a breakdown according to other types of travellers. 

The asymmetric proposal can be justified in terms of the major relative importance of visitors with regard to other types of travellers as far as expenditure associated with these groups is concerned. This fact can justify, in the case of visitors, the development of surveys to estimate both the corresponding level of expenditure and its ventilation in some basic components, as shown in WTO proposal; otherwise, in most countries, the importance of expenditure associated with other types of travellers would probably not justify a specific investigation in terms of the elaboration of Balance of Payments.

Besides these arguments, there is another that is not a conceptual one but rather a practical one. We here refer explicitly to the mechanism through which the statistical measurements at national borders are performed and which has already been mentioned in Chapter B "Individuals and households" of this document.

It has been observed that when BOP compilers take into consideration the measurement of the physical flows of inbound non-resident travellers and outbound resident travellers in or out of the economic territory in order to make an estimation of the expenditures associated with these movements (monetary data), in most cases, 
they do not receive, from the corresponding border control authorities, any differentiation by categories of travellers, which would coincide with the classification needed for BOP purposes. 

This lack of direct information is the reason why, in the questionnaire sent by WTO to 48 countries within the above-mentioned project of international comparisons of measurement of travellers flows at national borders, emphasis has been placed on the description of the methods and criteria used, if any, to identify “seasonal workers”, “border workers” or “other types of travellers”. This is in order to improve the future guidelines that WTO will propose on these topics, in coordination with the work to be carried out by the Interagency Task Force on Statistics of International Trade in Services and its newly created Technical Subgroup on Movements of Natural Persons, as well as with the design and preparation of a Compilation Guidance Module on travel. 

In many countries, the estimation by Central Banks of the expenditures included as travel is made using general administrative records (Banking reports, credit card information, etc.). As a consequence, the estimated value corresponds to the total, as credit or debit entry. This means that in general, BOP compilers have no access to means of observations, necessary to make differentiated estimations of expenditure, corresponding to the different categories of travellers. 

It has to be mentioned that an increasing number of countries are promoting the setting up of surveys at national borders in order to estimate the expenditure in the country by non-resident travellers. This responds to the interests of their National Tourism Administration that understands that it is the only way of associating this expenditure with a variety of variables characterizing a tourist’s behaviour (as for instance the duration of the stay, the country of residence of the traveller, the form of organization of the trip, etc.) and relevant for the design of policies and marketing strategies. As well, it was possible to observe that even though most descriptive questions on the questionnaire relate to individuals, expenditure questions relate to the travelling unit defined as the group of persons travelling together and for which most of the expenditure was registered globally. As a consequence, it is necessary to ask about the size and composition of such groups (which may or may not correspond to the concept of household) in order to be able to establish the proper estimation of average expenditure by visitor. 

In countries where both instruments exist, as they are very different, not surprisingly, they provide very different results: this is not only a theoretical statement, but it has been confirmed by the important differences in published data produced by BOP statistics (travel and passenger transport receipts – credit-) and by NTAs (Tourism expenditure associated with inbound tourism), in a number of countries.

Nevertheless, a congruence of interest can be envisaged between these two categories of compilers: those of the travel item of Balance of Payments statistics, and those in charge of the TSA compilation. Both estimates refer to the consumption of certain categories of individuals: all travellers
 in the first case, visitors only in the second case, which are present at the national border: there is no reason why common general guidelines should not be established for the measurement of flows of travellers and their expenditure at national borders which could be applied not only to visitors but to all travellers and allow the different universe of travellers and their associated consumption expenditure to be determined.

This collaboration is exactly what WTO has been proposing in its model border survey, what it intends to propose for the use of the entry / exit forms at national borders, and the mode of operation that it is eager to promote: inter-institutional collaboration on all topics of common or similar concern
.

2. Business / Personal travel vs. expenditure detail

We find three arguments that would justify the abandon of the Business / Personal split as the primary breakdown in the travel item.

Presently, within the BOP classification, the Business / Personal split is given predominant importance under the travel item. WTO wants to raise attention on the fact that business and personal are categories of the purpose of travel, which is a separate dimension that should be used as such, to collect information from travellers or to assemble information about travellers. It should be regarded as a separate dimension for cross-classification, rather than as the primary breakdown under travel. Consequently, a first argument would be that the introduction of expenditure detail as the primary breakdown under travel (after making the distinction between visitors and other types of travellers), rather than as an alternative breakdown, would be more consistent with the overall aim of the remainder of the BOP goods and services Classification, namely to detail services transactions.  

The BPM5 is the agreed standard for compiling balance of payments transactions between residents and non-residents of a country. The Manual on Statistics of International Trade in Services (MSITS) elaborates the BPM5 treatment for trade in services. Currently for travel in the MSITS, links with CPC seem to be confined to Memorandum Item 957 “Expenditure on accommodation and restaurant services” which together comprises a substantial portion of visitor consumption.

BPM5 (par. 250) mentioned that “all goods and services acquired by travellers from the economies in which they are travelling and for their own use are recorded under travel." The TSA has listed a set of Tourism Characteristic Products, with associated CPC rev.1 codes, all of which (except international passenger transportation) are to be found within the travel item
. They in turn can be related to the suggested alternative breakdown and more expenditure categories can be related to the CPC than is currently shown in MSITS. 

The second argument points to the important need for clarification in the definition of business travellers. According to TSA : RMF (par. 2.22)  and the Recommendations on Tourism Statistics (par. 20), only those business trips whose purpose is « other than the exercise of an activity remunerated from within the place visited » have to be considered as tourism activity. As a consequence, the present category “business travel” includes both classes of consumption, without providing elements to differentiate between these two categories: the part considered as tourism consumption (because it is part of the consumption of visitors), and the rest corresponding to the consumption of other types of travellers and thus outside the scope of a TSA. This is the reason why WTO is insisting with National Statistical Offices on the need to initiate the process of improvement in the reporting of expenditures associated with the travel of employees in structural business surveys in order to capture this class of information that is of increasing importance from the supply approach perspective. 
A last argument in support of dropping the differentiation between business and personal travel expenditure as the primary breakdown under travel lies in its lack of completeness. Even though SNA93 requires (14.111) that “Expenditure on tourism –sic travel-, and also passenger services, must be subdivided to distinguish those expenditures made by business travellers … from those expenditures made by households”, this breakdown is not required for the passenger transport item, which implies that the estimation of business-related expenditure is incomplete. 

In October 2002, WTO presented a note to the Intersecretariat Working Group of National Accounts (« About the correct treatment of the tourism business expenses in the compilation of the Tourism Satellite Account ») which includes an Annex illustrating the differences in the treatment of some specific variables related to tourism business expenses in SNA93, BPM5 and TSA:RMF.  

3. Transport services

WTO supports AO suggestion that international transport of passenger be included in travel services. Consequently, the transport service component in WTO proposal would include two components that should be labelled distinctively so as to avoid confusion. The first would refer to international passanger transportation services provided by foreign carriers and the second to expenditures on domestic passenger transportation by visitors. 

D. OTHER ISSUES CONCERNING SERVICES

1. Government services n.i.e

One of the recommendations of AO concerns the definition of government services n.i.e. 9.27 (f): it is proposed “where possible, that particular transactions be classified to the appropriate goods and services components”… This reclassification could also concern the personal consumption expenditures associated with individuals stationed on a military base or being an employee (including diplomats and other embassy personnel) of an agency of his/her government and their accompanying dependents, which, for the time being, are included within government services n.i.e.

These individuals are particular types of travellers, which are not considered as entering the economic territory when travelling to their place of assignment and are considered to be moving between two non-contiguous parts of their economy of residence. Their situation is rather peculiar because though they are non-residents, they are not included within the category of non-resident inbound travellers because they are not considered as “residents” of the economic territory of the country where they are stationed. When they enter and cross the border, they are not considered as part of non-resident inbound travellers, that is, non-residents entering the country, as they are not considered legally, as entering the territory: usually they would be excluded from border control statistics or counted separately. 

As they are not travellers, their current consumption should usually not be considered within the travel item, nor within inbound tourism consumption as they do not enter as visitors. Nevertheless, when they make trips within the country where they are stationed, or travel to another country, for purposes different from being on duty, this activity is considered, within the TSA conceptual framework, as a tourism activity, and their consumption in this capacity, as inbound tourism consumption for the economy visited, outbound tourism consumption for their economy of origin. 

Obviously, the statistical observation of this information is far from easy, but might have significance in countries where an important presence of foreign troops or staff of international organizations can be observed (case of countries emerging from a war situation). 

In that case, this consumption being considered as tourism consumption should also be included within the travel item of Balance of Payments.

It would be helpful for the revised Balance of Payments Manual to present some discussion on this difficult topic and to present a solution.

2. Goods and services received without quid pro quo

If BPM5 recommendations par. 250 are followed: “All goods and services acquired by travellers … from the economies in which they are travelling and for their own use are recorded under travel. These goods and services may be paid for by the traveller, paid for on his or her behalf, or provided free to him or her without a quid pro quo (e.g., free room and board received by official visitors or by friends and relatives). In practice, information on goods and services provided without a quid pro quo will not usually be available. If information is available, a contra entry is included under transfers”, the travel item will scarcely refer to goods and services that are received without quid pro quo, as its inclusion is not considered as a requisite but only depending on the availability of information. When, as in most cases, the estimation of the travel item is based on administrative records, the estimated value cannot reflect the value of the goods and services received or provided to travellers without a quid pro quo as these obviously have no effect on monetary records. And the present recommendation as it stands does not create a pressure towards the estimation of these missing values. 

This situation is of particular concern in the case of trips, the purpose of which is to visit family and friends, where the travel item would not reflect the free room, meals, car rides and hospitality of all kinds provided by family and friends in the foreign countries visited. But this situation can also occur in the case of "business" visitors that would receive goods and services without having to make a payment of some kind.  

This consumption could basically be referred to as "tourism consumption without quid pro quo" as opposed to "tourism consumption in cash". 

In order to make the travel aggregates more meaningful, more real, and more accurate, the next Balance of Payments Manual should encourage countries to estimate the goods and services without a quid pro quo, provided to foreign travellers and received by resident travellers abroad, within the travel item. These estimates would be offset by a contra entry of the same amount, in transfer payments (outflows) and transfer receipts (inflows). It should be observed that, as these estimates, whatever their quality, would be exactly offset by the contra entry, they would not add to errors and omissions in the overall balance of payments (which is a basic concern of the balance of payments compiler).  

E. FINAL REMARKS

Although this document focuses on a few aspects, there are also some others on which WTO may like to comment in a near future and which seem to have some impacts on the conceptual consistency of TSA with BPM6: they might not be very relevant in terms of data, but would enhance credibility of both exercises as some conceptual gaps could be reduced. The most important of them relate to some specific treatments such as the following :

· the territorial adjustment on purchases in national accounts
 seem to include various adjustments, which do not correspond only to those on visitor final consumption expenditure. Notable among these adjustments seem to be the one corresponding to tourism business expenses (expenses considered as intermediate consumption of resident producing units), those corresponding to other travellers (non-visitors), and in particular those corresponding to diplomats. Nothing is said about transactions corresponding to social transfers in kind for which similar difficulties of recording might exist: a social security scheme might be covering for instance medical expenses abroad: universities might provide "subsidized" education to short term foreign students; how should these be treated in the supply and use table according to SNA93, and in Balance of Payments? From a tourism perspective, these expenses are part of "expenses made on behalf of a visitor" and should be included within tourism consumption
.

F. SUGGESTED EDITING CHANGES AND ANSWERS TO AO DOCUMENT

Chapter 1. Introduction

B.
Need for a Revised Manual

(g) to introduce the idea of the satellite accounts approach to allow alternative presentations that use the same underlying principles but with (a) additional detail, and/or (b) some alternative concepts, including non-monetary l variables (such as numbers of visitors or migrants) so that this Manual can be used as a starting point for other types of analysis, and so maintain a consistent base. 

C.
Metadata and Data Dissemination Standards
[Questions: Would it be helpful if guidance were provided on the compilation of metadata (e.g., along the lines of the prompt points used for preparation of summary methodologies in the context of the SDDS)?]   Yes

[If so, should this be dealt with in this Manual or in a companion document that could be placed on the web and updated more frequently?]  We would suggest that they be included in the revised compilation guidance document; future updates should be placed on the web

Changes from BPM5
Introducing the satellite accounts approach

Chapter 2. Overview

E.
Satellite Accounts Approach

2.17. While this Manual will present a standard presentation, it will be recognized that there may be different analytical interests and no single framework can meet them all. The Manual will introduce the satellite accounts approach to deal with this situation, i.e., using the basic framework as a starting point but may use concepts and definitions that differ from existing accounts; add detail or other information about a particular aspect of the economy to that in existing accounts; and rearrange information differently, to meet particular needs. Use of the basic framework increases the ability to relate the topic to other aspects of the economy and maintaining international comparability. The extensions to the basic framework allow other analytical needs to be met. The Debt Guide, the Reserves Template, and CPISG2 are important examples of the satellite account approach of expanded data linked to core international accounts principles.

Chapter 4. Units, Institutional Sectors, and Residence

E.
Residence of Households
[Question: Is the extension of the one year or more guideline to students, patients, and ship’s crew supported?]   Yes

[Question: Is any change needed for nonpermanent workers?]  Yes, and the complementary guidelines proposed are reasonable.  We suggest to replace the term “nonpermanent” by “temporary”.

4.36. As noted above, the Manual will recognize that some individuals have close connections with two or more economies. Some common examples of such individuals are temporary workers, students, medical patients, and their accompanying dependents. While such individuals need to be classified as residents of a single economy for international accounts purposes, it may be desirable for compilers to provide supplementary data on those who are classified as nonresidents of their economy but maintain significant links with it. Similarly, it may be desirable to have supplementary data on those who are classified as residents of the economy, but maintain significant links to other economies. Possible data and presentations will be discussed in an Appendix to this Chapter.

APPENDIX. TEMPORARY WORKERS AND OTHERS WITH CONNECTIONS TO TWO OR MORE TERRITORIES

Temporary workers and their accompanying dependents may have strong connections with two or more economies, so are difficult to cover adequately in a balance of payments framework.

The balance of payments structure limits the treatment of households to a resident-nonresident split, but it will be recognized that, in reality, there is a range of degrees of connections to both home and host territories. Accordingly, a possible way of responding to these concerns is for the Manual to propose that, for compilers for territories where these issues are significant, consideration be given to supplementary presentations that provide other information separately, (e.g., data on the numbers, demographic characteristics, earnings, expenditure, and saving of these groups, or where temporary residents are combined with nonresidents in short-term employment). These supplementary data (both physical and monetary) would be designed to allow users to assess the effect of different definitions on the international accounts and understand the phenomenon of international labor movement as a whole.

A possible satellite account presentation would be to bring together relevant components of contract services, compensation of employees, workers’ remittances, and migrants’ transfers. 

Such a presentation would only be necessary for economies where this was regarded as an economically significant issue.

[Question: Is this proposal suitable for a supplementary presentation for nonpermanent workers and their accompanying dependents?]   Yes

A possible definition of temporary residents is for workers, students, medical patients, and their accompanying dependents who have lived or intend to live in one or more territories other than their home territory for a period from one year up to five years,. Depending on the circumstances, intention could be identified from the type of visa issued or by means of a direct question included in surveys.

[Question: Is the proposed definition for nonpermanent residents suitable?]  Yes

Chapter 9. Goods and Services Account

B.
Introduction to the Goods and Services Account

9.4

[Question: Should there be one account to cover both goods and services, or should there they be shown in separate accounts, while recognizing that “goods” may include some services and vice versa?]  We agree with the first proposal (one account).

C.
Classification and Coverage

Particular issues of classification and coverage

[Would it be more appropriate to include international transport of passengers (currently included in transport services) with travel services?]    From the perspective of tourism analysis both items (travel services and international transport of passengers) should be added together because it is a better approximation of visitor consumption associated to inbound and outbound tourism. Consequently, the WTO finds the proposal appropriate.

[Are there other areas, including those identified in MSITS, where more detail should be recommended?]  The WTO proposes a different breakdown of travel services similar to the alternative five-way breakdown suggested in Table 9.4. The WTO questions the need for the proposed breakdown between business and personal travel expenditures and makes the following proposal.

Travel

 Visitors

· Goods

· Transport services

· Accommodation services

· Food and beverage serving services

· All other services

Other types of travellers

· Seasonal and border workers

· Others
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� “Residence”, document prepared by the Statistics Department of IMF presented to the Fifteenth Meeting of the IMF Committee on Balance of Payments Statistics (Canberra, Australia, October 21-25, 2002)


� IMF, (1996). Balance of Payments Textbook, p.14, para. 81. IMF, Washington, D.C.


� Prepared by Antonio Massieu, head of the WTO Department of Statistics and Economic Measurement of Tourism, and discussed with WTO's consultants Katharine Kemp, Marion Libreros, José Quevedo and Shaila Nijhowne.


� United Nations, World Tourism Organization, Organisation for Economic Cooperation and Development and Statistical Office of the European Communities (Eurostat) (2001). Tourism Satellite Account: Recommended Methodological Framework. 


� With some minor exceptions concerning diplomats and military personnel on duty and their dependents.


� These suggestions are backed by the SNA93 document: 


“Satellite accounts or systems generally stress the need to expand the analytical capacity of national accounting for selected areas of social concern in a flexible manner, without overburdening or disrupting the central system” (21.4)


[…] “On the other hand, as they are more specific to a given field or topic, they are also linked to the information system specific to this field or topic. They also call for better integration of monetary and physical data […] Satellite accounts are thus able to play a dual role, as a tool for analysis and for statistical coordination” (21.5) 


� It should be noted that the use of the terms individual / person / people are not strictly equivalent. It is suggested that the terms used by Household Income / Expenditure Surveys should be taken as reference.


� “Household income and expenditure statistics”, Report II presented by the International Labour Organization to the Seventeenth International Conference of Labour Statisticians (Geneva, 24 November-3 December 2003) 


� See Appendix 1


� EU-SILC, (2002), Income measurement manual, Draft Manual Report (Report, Lot 2), page 69, section 4.2.1, Working Group on Statistics on Income, Poverty and Social Exclusion, Eurostat, Luxembourg � HYPERLINK "http://forum.europa.eu.in/Members/irc/dsis/soipase/home" ��http://forum.europa.eu.in/Members/irc/dsis/soipase/home�  


� See Appendix 2


� See: � HYPERLINK "http://www.world-tourism.org/statistics/tsa_project/Comparative%20study.pdf" ��www.world-tourism.org/statistics/tsa_project/Comparative%20study.pdf� 


� See: � HYPERLINK "http://www.world-tourism.org/statistics/tsa_project/Visitor%20expenditure_en%20la%20web/tablecontents.htm" ��www.world-tourism.org/statistics/tsa_project/Visitor%20expenditure_en%20la%20web/tablecontents.htm� 


This research provides general guidelines for implementing a model border survey to estimate visitor expendiure associated to inbound tourism and rises awareness on the need for a statistical frame of international arrivals in order to derive a statistical sample for the survey and for upgrading the results obtained.


� With the exception of diplomats and military personnel and their dependents.


� See: � HYPERLINK "http://www.world-tourism.org/statistics/tsa_project/TSA%20guidelines%20for%20NTAs%20V1.pdf" ��www.world-tourism.org/statistics/tsa_project/TSA%20guidelines%20for%20NTAs%20V1.pdf� 


� See Appendix 3


� A generic term in order to cover the SNA93 concepts of direct purchases of resident abroad, and direct purchases of non-residents in the economic territory.


� “About the correct treatment of the tourism business expenses in the compilation of the Tourism Satellite Account”. Note presented by WTO to the ISWGNA. (See Annex 6) 
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Other
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EBOPS (236)


2.
Travel



2.1.
Business travel


2.1.1.
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and border workers

2.1.2.
Other



2.2.
Personal travel


2.2.1.
Health-related expenditure


2.2.2.
Education-related 
expenditure


2.2.3.
Other

Memorandum items (957)


2.
Travel


2.1.
Expenditure on goods


2.2.
Expenditure on accommodation 
and food and beverage serving 
services


2.3.
All other travel expenditure




		AO Table 9.4.

(September 2003)


Proposed classification


2.
Travel



2.1.
Business 


Expenditure by border and seasonal workers †

Other †


2.2.
Personal 


Health-related †

Education-related †

Other †

1.
Transport




of which:




Passenger †



Freight †



Other †

Alternative breakdown of travel services



Goods †


Transport services †


Accommodation services †


Food and beverage serving 
services †


All other expenditure †

† Indicates supplementary information

		WTO proposal *


(November 2003)


Travel



Visitors 


· Goods †

· Transport services 


· Accommodation services †

· Food and beverage serving services †

· All other services †


Other types of travellers


· Seasonal and border workers †

· Other †

* A split between Business/Personal related expenditure is suggested as supplementary information

† Indicates supplementary information





� Includes CPC classes: 7471 “Travel agencies and tour operators services” and 7472 “Tourist guide services”.



� Include CPC divisions 92 “Education services” and 93 “Health and social services”.



� “EBOPS component 236 travel (and its constituent parts) cannot be fully described in terms of CPC, Version 1.0 since travellers may consume a wide range of goods and services, as discussed in chapter 3 of the Manual; however, the memorandum item 957 expenditure on accommodation and food and beverage serving services is described in terms of CPC in this correspondence”. (Manual on Statistics of International Trade in Services, pg. 92)



� In Tourism Satellite Account (TSA): Recommended Methodological Framework a list of tourism characteristic products, with associated CPC rev.1 codes is included; all of which are to be found within the travel item. 



In Annex 2 of this document “Relationship among TSA, BOP and MSITS” a table is included identifying the correspondence between the 7 classes of Tourism Characteristic Products (the most aggregated level of the above-mentioned list) and the associated EBOPS-CPC correspondence. Eleven (11) correspond to Memorandum item 957 and the remaining fifty-seven (57) to different CPC v 1.0 codes.



� WTO supports A.0. suggestion that international transport of passenger be included in travel services. Consequently, the transport service component in WTO proposal would include two components that should be labelled distinctively so as to avoid confusion. The first will refer to international passenger transportation services provided by foreign carriers and the second to expenditures on domestic passenger transportation by visitors.








