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Foreword

The United Nations has directed the Inter-Agency Task Force for Statistics on International Trade in Services to produce Compilation Guidance for the Manual on Statistics of International Trade in Services (MSITS). Simultaneously, however, revisions of the SNA, the Balance of Payments and the international classifications are underway.

Tourism is a very important component of internationally traded services in many countries. The measure of consumption associated with tourism is mostly reflected in the item described as Travel in the Classification systems of the Balance of Payments (BOP) and EBOPS, the classification developed for MSITS. The Tourism Satellite Account (TSA) is now the international standard for the economic measurement of Tourism. The World Tourism Organization would argue that MSITS should incorporate a better measure of Tourism to be built into its classification and measurement framework (as international tourism services fall within the second mode of supply of the GATS).  It would be more effective if statistics compilers were encouraged to draw on relevant data compiled for the different frameworks. The revisions of the major statistical frameworks present an occasion and an opportunity to consider the possibility of harmonizing conceptual and measurement issues among the various frameworks and classifications in a way that enables the needs of users of international trade in services data to be met as well.

Given the background against which these Compilation Guidance are being drafted, it seems useful to widen the discussion of compilation and consequently of measurement, by first discussing the concepts of Travel and Tourism in the different frameworks and examining whether there are ways of bringing them together, and reconciling them where necessary and also addressing measurement issues. The paper proposes approaches that take the needs of all the frameworks into account, simultaneously.  

This more ambitious approach requires that it be considered by each agency in their revision process. The timing of the completion of this Compilation Guidance for MSITS requires that enough time for consultation and agreement be allowed. The resultant Guidance will then be relevant and useful for all the frameworks. 

LIST OF ABBREVIATIONS AND ACRONYMS

Institutions

Eurostat

Statistical Office of the European Communities

ILO


International Labour Organization

IMF


International Monetary Fund

OECD


Organisation for Economic Co-operation and Development
UNSC


United Nations Statistical Commission

WTO/OMT 

World Tourism Organization
Other abbreviations and acronyms

AO


IMF's Annotated Outline document for the BPM5 Revision
BOP


Balance of Payments

BPM5


Fifth Edition of the Balance of Payments Manual

EBOPS 

Extended Balance of Payments Service

FATS


Foreign Affiliates Trade Statistics
ISWGNA

Inter-Secretariat Working Group on National Accounts

ITFSITS
Inter-Agency Task Force on Statistics of International Trade in Services

MSITS

Manual on Statistics of International Trade in Services
SNA


System of National Accounts

SNA93

System of National Accounts, 1993

TSA


Tourism Satellite Account

TSA:RMF
Tourism Satellite Account: Recommended Methodological Framework

Chapter 1. Why a discussion paper

A.
Institutional background

1.
During the Seventeenth meeting of the Inter-Agency Task Force on Statistics of International Trade in Services (ITFSITS), held at IMF Headquarters, Washington, 3-4 November 2003, IMF presented the draft annotated outline (AO) for the revision of the fifth edition of its Balance of Payments Manual (BPM5).

2.
Consistently with previous agreements to pursue a modular approach to compilation guidance, the ITFSITS identified  "two main areas on which immediate work is focused –the provision of guidance on 1) alternative methods of compilation of the travel services component of the Extended Balance of Payments Service (EBOPS) classification and 2) compilation of statistics on the activities of foreign affiliates (FATS). For the former, IMF staff will work in association with the WTO/OMT and the Chairman of the Eurostat Technical Group Travel to build on the work previously produced for Eurostat by a consultant. This Group will first develop a structured outline for a training module that would be applicable to all compilation guidance produced by the Task Force. The development of guidance for travel services will use this structured outline and incorporate existing compilation guidance, including that which has been developed by WTO/OMT. Guidance will be for the classification recommended in the Manual, but will bear in mind possible changes that may be introduced as a result of the revision of BPM5".

3.
As a result of this agreement, a first draft outline of a document titled: "Compilation Guidance for travel services" was presented to the ITFSITS meeting at OECD Headquarters, Paris, in April 2004, by WTO/OMT.

4.
The present document is the result of the agreement of all Agencies and representatives at that meeting that a discussion paper should be presented in all types of committees and appropriate fora in order to launch during 2004/5 a worldwide discussion that could contribute to fulfilling the responsibilities of International Organizations in the context of international trade in services already mentioned. 

5.
It focuses on those key issues related to the definition and measurement of expenditures associated with international travellers, with the objective of promoting the discussion between BOP compilers and other experts in the context of the revision process of the BPM5 and the compilation guidance for the Manual on Statistics of International Trade in Services (MSITS) requested by the UN Statistical Commission (UNSC).

6.
As far as WTO/OMT is concerned, we would like to mention three main reasons why we have accepted the responsibility for presenting this document:

· there is a special need to clarify the place of tourism in the Balance of Payments and related macroeconomic frameworks due to the fact that in many countries, expenditure associated with tourism represents the major part of household consumption abroad/consumption by non-resident households;

· we also understand that the present cooperation network with other International Agencies in ITFSITS is an example and encouragement for establishing national inter-institutional links among institutions producing tourism related statistics, such as Central Banks, National Statistical Offices, National Tourism Administrations, Ministries of Interior / Migration authorities, etc.;

· finally, WTO/OMT is putting in place different types of initiatives
 in order to guarantee that tourism statisticians can improve their instruments in order for them to be also useful for BOP compilers, the objective being that we should all try to do our best to avoid major inconsistencies regarding tourism activity in all related systems.

B.
General Presentation

7.
WTO/OMT, because of its specialized responsibility, finds itself deeply involved in the process of bringing together, as close as possible, the concepts linked to the displacements abroad of individuals and the expenditures associated with these displacements. It has reviewed the different documents referring to BPM5 and AO for its future revision, the MSITS, the Recommendations on Statistics of International Migration (Rev 1), the SNA93 and the TSA:RMF in order to see what was needed in order to reconcile these approaches.

8.
Besides that, there is also the need to look specifically at methods of observation and measurement issues. Currently, the travel item of the Balance of Payments is inaccurately identified as equivalent to visitor or tourism expenditure. Because of lack of alternative, WTO/OMT publishes the value of travel receipts and travel payments in its official statistics publications as a proxy for visitor expenditure associated with inbound / outbound tourism, an approximation which has two major drawbacks: “travel” (in the Balance of Payments) includes the consumption of more than “visitors” (in the sense of TSA), whereas tourism consumption (TSA concept) encompasses a greater scope of expenditure than “travel” (BOP) as it also includes passenger carriage.

9.
Consequently, the discussion about compilation must encompass both conceptual and measurement issues..

10.
Five specific topics have emerged as being particularly important and decisive in this process of narrowing the gap between related macroeconomic conceptual frameworks and clarifying measurement issues, and to all of them WTO/OMT is proposing suggestions in order to foresee a potential agreement:

10.1
A detailed review of the definitions and terminologies used in the different conceptual frameworks led to the conclusion that there is a lack of similarity in the definition of travellers and no consistent relationship between the definition of travellers and that of travel in the Balance of Payments present framework. It  would be useful  to  agree on definitions and terminologies, so as to improve the consistency and credibility of the measurement of the different economic flows associated with sets of individuals away from their country of residence.

10.2
The discussion of the relevance of the traditional breakdown of travel between expenditures attached to trips made for business purposes and others, should develop within the objective of explicitly fulfilling the needs of different types of users. These needs require to be specified. 

10.3 
The treatment of the activities of travel agencies and tour operators and that of package tours and other services that they provide, is an area that deserves clarification. 

10.4
The need to clarify the link between an individual and a household, which has a decisive impact on the criterion of residence to be applied to individuals and households. As international travel has to do with the displacement of persons between countries, the determination of the household to which they belong, and consequently of their country of residence, is fundamental for the coverage of travel. Within this context of revision of the determination of the residence of an individual, it has appeared that the exception to the one-year criterion for trips for health and education purposes could be revised.

10.5 
As traveller expenditure is the statistical object to be observed, different approaches are possible (to observe trips taken by international travellers and the associated expenditure, to identify the financial transactions supporting the acquisition of the corresponding goods and services by them, etc.) and no single instrument is universally valid. In consequence, there is a need to use different sources (administrative records and surveys) and bring confrontation of different types of data into play, in order to improve the quality of the results.

C.
Issues for discussion

I. Consistency in the definition of travellers in related macroeconomic conceptual frameworks

11.
There is a need for consistency in the definitions of the following terms: travellers and visitors; tourism and travel, tourism consumption, the “travel” item and expenditure abroad of non-resident  within the different statistical systems: Balance of Payments, International Trade in Services, Migration Statistics, National Accounts and Tourism Statistics.

12.
For instance, in BOP definitions, the link between the travellers and travel is confused, not only because part of the expenditure of those recognized as travellers is reassigned to international transport, but also because the travel item includes expenditure of individuals not considered to be within the category of travellers (such as seasonal and border workers, and persons having a short-time work contract with an employer resident in the visited economy [less than one year]).

13.
Travellers are defined differently in Balance of Payments and in Tourism Statistics, whereas Migration Statistics do not use this terminology. Is there any reconciliation possible, for the benefit of users and compilers?

14.
Unified definitions for travellers, the identification of basic subsets (visitors, other travellers, and diplomats and similar), as well as the corresponding expenditures are proposed for conceptual clarification among all related systems, and for measurement purposes. 

15.
For detailed reference, see:

· Chapter 2

· General Presentation

· B.1.c. International travellers and visitors

· B.1.d. Expenditures associated with international flows of travellers and visitors

II.
Identifying the needs of users in the case of “business travel”

16.
Traditionally, there has been a request for a breakdown of the travel item according to the purpose of the trip. Very broadly speaking, trips can be undertaken for business purposes or for any other different purposes, denominated globally as personal purposes, a category which includes a lot of different situations such as visiting family and friends, recreation, education, pilgrimages, health treatment, etc.

17.
It seems that the purpose of the present breakdown in BOP is to answer the needs of National Accounts compilation, in which, a part of tourism consumption expenditure paid by businesses on behalf of their employees on business trips and some others is to be considered as intermediate consumption of businesses. If this is the case, then international passenger carriage should also present the same breakdown, as this expenditure is also subject of the same kind of payment.

18.
An extensive review of the recommendations to be found in SNA93 concerning the inclusion of expenditure benefiting both businesses and individuals, whether employees or others (clients, dependants of employees, etc.) leads to the conclusion that the breakdown of travellers and their expenditures according to the purpose of the trip is not an adequate response to those needs. 

19.
In particular, not all personal expenditures of employees on trips on behalf of their business are to be classified as intermediate consumption, but only international passenger transport and accommodation; additionally a part of the expenditure of individuals on personal trips may also be part of this intermediate consumption (recreational trips of their clients or providers financed by some big firms, for instance).

20.
If this is the main purpose of the breakdown of trips for business purpose within the “travel” item, then its implementation needs to be reviewed within a better understanding of the needs of National Accounts compilation. To respond to these needs, a more complex analysis of the data would be required, based on other kind of information, which might not readily be achievable within the strict context of Balance of Payments compilation.

21.
For detailed references, see:

· Annex 4 

· especially Appendix 3: The treatment of some specific variables related to tourism business expenses

III. Clarifying the treatment of travel agencies, tour operators and package tours

22.
Travel agencies and providers of package tours are intermediaries in the relationship between direct providers of tourism services – such as carriers, hotels, etc.- and visitors. Their intervention causes difficulties in the recording of visitor consumption, and all the more so in the case in which these agents are not resident of the same economy as the providers of the services they sell. Additionally in most of the cases, the flows of payments they receive for the service they implicitly provide need to be indirectly estimated and re-routed, and it should be done consistently, to preserve the economic meaning of the representations.

23.
The TSA:RMF document recommends that travel agencies be treated as “quasi-retailers” of the “tourism services” they sell to travellers, so that the fee or commission they receive (either from the traveller, or from the provider of the services sold, or even as an actual retail margin) has a treatment similar to that of a trade margin, whatever the actual process through which their services are remunerated. In the case of tour operators, it is recommended that a “package tour” should be considered as nothing more than the sum of its parts, so that the traveller “consumes” each of them separately (see Annex 3 for a description and analysis of these issues), tour operators receiving a commission as a remuneration for their services.

24.
The present BPM5 recommendations are not totally clear and the treatments to be given are not explicitly formulated, though no consumption of accommodation or transport services by others than individuals seems possible: travel agencies are mentioned as a possible source of information regarding the expenditure of their clients (BOP compilation guide para. 159, 218, 302); a recommendation is given concerning the extraction of passenger transport services from package tours to be included within passenger transport services (BPM5 para. 232).

25.
Regarding the practice of compilers, from 30 answers to the OECD/Eurostat statistical soundness questionnaire, (see Annex 5), 27 include in travel “services acquired by travellers in advance of the journey (including price of package tours, etc. excluding visas, etc.)” and “transactions made by tour operators and travel agencies related to travel”, which supposes that these countries do consider that transactions made by travel agencies and tour operators concerning the purchase of travel services are made on behalf of travellers and are part of their consumption expenditure.

26.
Besides consulting with the IMF and the UN in order to clarify the conceptual recommendations which seem to support such a supposition, WTO/OMT would suggest an ad-hoc questionnaire to a selected number of BOP compilers would be useful in order to further clarify countries’ practices on this specific issue.

27.
For detailed references, see:

· Annex 3

· especially 2.6: Comparative presentation of the different treatments in TSA and related macroeconomic frameworks

IV. Clarifying the link between an individual and a household

28.
First of all, there is a need for clarification concerning the link between an individual and a household: an individual and the household to which he/she belongs have the same country of residence. But how is the link between an individual and a household established? 

29.
The basic definition given in BPM5 (para.66): “A household has a center of economic interest when it maintains a dwelling, or succession of dwellings within the country that members of the household treat, and use, as their principal residence” is short of resolving many of the present problems as illustrated in the report of the Canberra Group on Residence: “With increasing globalization, including more efficient transport and communication, there is a greater scope for individuals to have links with several territories, so cases of unclear residence are becoming more significant.”

30.
It is worthwhile mentioning that the conceptual framework used in Household Income / Expenditure Surveys (dated from 1973) has been revised recently at the seventeenth International Conference of Labour Statisticians (Geneva, 24 November-3 December 2003).

31.
Resolution paragraph 59 states: ”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 provisions in the latest version of the Principles and recommendations for population and housing censuses of the United Nations. A minimum duration of six months may be used as one of the criteria for determining usual residence within the household.”
32.
Because situations are so diverse, it is increasingly complex to apprehend from a statistical point of view all the diversity of situations and of criteria to be combined to grasp precisely the new socio-geography of a mobile work labour force. As a consequence, we would rather recommend that the traditional convention of maintaining the one-year rule be adhered to in all cases.

33.
WTO/OMT finds that the above-mentioned Resolution paragraph proposed by the International Labour Organization (ILO) provides 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. “This change is proposed for greater simplicity, for consistency with tourism, demographic, and immigration statistics, and for avoidance of anomalies for those who undertake other activities in addition to studies or health care” (AO, 4.39)

34.
For detailed references, see:

· Annex 1:

- 
Chapter 4. Units, Institutional Sectors and Residence

· A. General Principles

· E. Residence of Households

· Annex 2: 

· Introduction, 

· B. Individuals and households

· Appendix 2. Household income and expenditure statistics. Definition of usual residence and of head of household/reference person: Country practices

· Chapter 2:

· B.1. b. The concept of residence applied to households and individuals

V. Different options for measuring tourism and travel as international traded services 

35.
The increasing development of tourism statistics in general, and particularly that of surveys on tourism expenditure has generated an important change as to the traditional source of estimation of those expenditures associated with inbound and outbound tourism which for a long time were exclusively derived from the “travel” item of the Balance of Payments. 

36.
This process has to do with the growing interest of countries to measure the importance of tourism activity in terms similar to those traditionally used for other economic activities. In so doing, it is not sufficient to dispose of physical indicators (such as number of arrivals, of overnights, etc.) but it is necessary to estimate the expenditure associated with an array of characteristics of the traveller and his/her trip (such as country of residence, type of accommodation, purpose of the visit, forms of organization of the trip, etc.).

37.
The TSA conceptual framework has made possible the identification of the components of this expenditure associated with visitors, while the WTO/OMT has been defining a set of general orientations in order to measure such crucial variable for the analysis of tourism and the design of marketing and promotion policies and obviously of tourism understood as an international traded service. 

38.
As a result of policies tending to the liberalization of trans-border flows of goods, services or persons (for instance, that's the case of most of European and Centro-American countries) or for other strictly national reasons, there is a clear increase at world level of meetings between Balance of Payments compilers, National accountants and producers of tourism statistics; this is a new phenomenon which is only at its start. It is highly probable that the present discussion regarding how tourism statistics might help Balance of Payments compilers will be followed for sure by inter-institutional agreements for cooperation, which are almost non-existent for the time being. For all these reasons, the future compilation guidance module on Travel will need to combine the required conceptual references with sufficiently precise orientations on:

· possible methodologies for data collection;

· main data sources available;

· design of statistical sources;

· measurement of key variables.

39.
It has to be emphasized though that these new requirements will not necessarily oblige countries to generate new surveys or sources of information, but only some minor adjustments in existing ones, in order to obtain supplementary information or different breakdowns.

40.
For detailed references, see:

· Chapter 2:

· B.3. Possible methodologies of data collection

· B.4. Main data sources

· B.6. Measuring key variables

· Appendix 1. Components of visitor consumption

41.
All these five issues are relevant for BOP compilers as well as for other partners concerned with the measurement of expenditures by individuals outside their country of residence.

42.
However, there are also other topics of interest, in particular: 

· Classifications to be used (concerning categories of travellers, purpose of the visit, type of goods and services acquired, CPC-EBOPS correspondence and Memorandum items, etc.);

· Different strategies of measurement (money flows associated with travel, activities that are main suppliers to travellers, mirror statistics, etc.);

· Main data sources to be used (advantages and limitations of each of them);

· General guidelines for designing statistical sources or updating already existing ones.

All are included in Chapter 2.

D.
Selected references

43.
In order to fulfil its objectives, the present discussion paper includes different Annexes where a more detailed insight into the different issues and subjects already mentioned is provided.

44.
Chapter 2 “Compilation guidance for travel services: proposed structured outline for a future training module” deserves special mention as it is intended to be, in due course, the future training module on travel services for the MSITS requested by the UN Statistical Commission.

45.
Regarding its structure, some observations may be useful for the reader:

· 
as mentioned, during the Seventeenth meeting of the Interagency Task Force on Statistics of International Trade in Services (ITFSITS), it was agreed to create a Group that would “first develop a structured outline for a training module that would be applicable to all compilation guidance produced by the Task Force. The development of guidance for travel services will use this structure and incorporate existing compilation guidance, including those that have been developed by WTO/OMT. Guidance will be for the classification recommended in the Manual, but will bear in mind possible changes that may be introduced as a result of the revision of BPM5";

· as future training modules (on travel, FATS, etc.) will presumably be placed on the website and regularly updated when necessary, the specific part of each module (see Chapter 2, B) would require a flexible and detailed structure so that these updates could easily be introduced;

· the connection of each of these modules with a future integrated text for all other training modules  will include all or part of the common component of each of them, as well as some reduced version of the corresponding specific component in those.

· Chapter 2 (B.3 to B.6) of the present document will include, in a new draft to be released by mid 2005 (once the ITFSITS would consider that the discussion process has come to its end), practically all references already available in the present BOP Manual, Compilation Guide and Textbook; in some cases they may include editing changes and also complementary texts (see Bibliography).

46.
Finally, due to the mutual links between MSITS and BPM5, the future “Compilation guidance on Travel” for the MSITS could also be a useful contribution for BPM6 compilation guide. In this perspective, these references will, when appropriate, be identified specifically.

E.
A proposed Agenda for the discussion process

47.
As already explained, this document focuses on those key issues related to the definition and measurement of expenditures associated with international travellers, with the objective of promoting the discussion between BOP compilers and other experts in the context of the revision process of BPM5 and the compilation guidance for the Manual on Statistics of International Trade in Services (MSITS) requested by the UN Statistical Commission (UNSC).

48.
As the commitment to elaborate this document was taken at the very moment in which simultaneous revisions of the SNA93, the BPM5, and international classifications are underway, it seems logical to take this circumstance into consideration, recognizing though that some margin of action remains for the Inter-Agency Task Force for Statistics on International Trade in Services to advance in the elaboration of the Compilation Guidance for the Manual on Statistics of International Trade in Services (MSITS).

49.
As a consequence, it is necessary for the ITFSITS to establish a working schedule that necessarily requires that some agreements be reached on specific common aspects. Along these lines, a proposal is developed concerning the aspects which have to be taken into consideration in order to be able to establish this schedule:

· this discussion process should have a maximum duration of twelve months;

· decisions regarding the structure of the future Manual should be taken very rapidly, taking as a starting point the proposal to be found in Chapter 2 which has been designed so as to be a Compilation Guidance for the MSITS;

· the main conceptual issues (and their definitions) required for the establishment of the future Compilation Guidance should be identified;

· the fora (Committees, Working Groups, Task Forces, etc.) which will have to review this discussion paper and their agenda should be determined. Because of the wide scope of the revision processes underway which will impact on relevant parts of the Compilation Guidance, it is important that International Organizations and countries be involved. 

· the inputs to be received could take the form of oral communications within the working sessions of these fora, as well as that of written proposals. A specific e-mail address will be created in order to collect these suggestions and in the fora, participants will be strongly encouraged to make use of this initiative;

· in parallel with the process of discussion of conceptual issues and their definition, it is possible to make advances in drafting the chapters of the future Manual regarding different strategies of measurement, main data sources, general guidelines for the design of statistical sources and the measurement of key variables 

· as the process of revision of BPM5 has been set to last until year 2007, the ITFSITS should decide whether or not it is relevant to present the Compilation Guidance for the MSITS before the future Compilation Guide for BPM6. This decision would imply to revise or not the work done as soon as the BPM6  is officially approved.

� Some of them are mentioned in the Bibliography.


� Fifteenth Meeting on Balance of Payments Statistics, Canberra, Australia, October 21-25, 2002, BOPCOM – 02/59.
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