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ABSTRACT
This paper develops an approach to measuring the economic benefits of inbound tourism. It explores the difference between “impacts” on economic activity, as measured by changes in Gross Domestic Product or similar measures, and “net benefits”, which are a measure of the gain from economic activity less the cost needed to enable it. It examines how benefits are measured, and then examines how computable general equilibrium models can be used to derive empirical measures of benefits from tourism developments in real economies. The paper concludes with a discussion of the implications of these measures for policy making and highlights issues for further research.
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Introduction
There is an extensive literature on evaluating the economic impacts of tourism. While different techniques are used to estimate these impacts, a major objective of such estimates has often been to inform policy makers as to the appropriate allocation of resources both within the tourism sector itself and between tourism and other industry sectors. Particular attention is usually given to the estimates of the impact on Gross Domestic Product (GDP), or overall economic activity, or sometimes, on aggregate employment (Archer and Fletcher 1996; West and Gamage 2001).

In this paper we argue that, contrary to what might be implied in much of the research literature, economic impact estimates are an imperfect basis for decisions about resource allocation. The problem arises from a failure to distinguish clearly between the impacts and the (net) benefits of tourism growth. The failure to make the distinction clear, has, we believe, resulted in the situation where tourism stakeholders generally regard ‘impacts’ as synonymous with ‘benefits’. 

We begin by discussing the difference between “impacts” on economic activity, as measured by changes in GDP or similar measures, and “net benefits”, which are a measure of the value of the gain in economic activity less the costs incurred to enable this extra activity. We then examine how measures of benefits can be derived. After that, we examine how economic modelling can be used to derive (partial) empirical measures of benefits from tourism developments in real economies. By way of an example, we use a model of the NSW and Australian economies to make an estimate of the benefits to NSW and Australia of an increase in expenditure from foreign and from domestic tourists. We conclude by making some observations on the use of such estimates.

Evaluating Tourism: Impacts or Benefits?
In much of the literature and discussion of the effects of tourism expenditures on a destination, evaluation is almost entirely in terms of “impacts”. Thus, if we are looking at the effects of a change in tourism expenditure, resulting from a boom in inbound tourism, or perhaps due to some crisis event, a typical evaluation would be in terms of the impacts on macroeconomic variables, such as GDP, employment or possibly on aggregate consumption. Impacts on specific variables of interest, such as the government deficit, exports and the current account might also be calculated (Heng and Low 1990; Fletcher 1994; Zhao,Yanagida, Chakravorty and  Leung 1997).
“Impacts” on economic activity, are measured by changes in GDP or similar measures, and estimated using some form of model. While Input-output (I-O) models have been used used for this purpose (Archer 1995; Frechtling and Horvath 1998), economic impact assessment now displays an increasing use of computable general equilibrium (CGE) models (Adams and Parmenter 1995, 1999; Sugiyarto, Blake and Sinclair 2003; Dwyer, Forsyth, Spurr and Ho 2003). 
Whatever the model used, the change in GDP exaggerates how much better off the destination, and, more precisely, its residents, are when additional resources are used to enable this activity (Forsyth and Dwyer 1993; Nowak, Sahli and Sgro 2003). Often  economic impacts are misleadingly referred to as a measure of “benefits” for a special event (Ingerson and Westerbeek 1999; Ryan and Lockyer 2001).Those who equate “impacts” with “benefits”, must regard a statement that GDP would increase by $100m as equivalent to a statement that the community would be better off to the extent of $100m. Spending $50m to increase GDP by $100m sounds like a good deal, even if it is not. If $10m additional promotion increases tourism receipts by $60m, and increases GDP by $30m, is this worthwhile or not? Is a government subsidy of $5m to an event, which increases Gross State Product by $25m a good deal? Is it worth sacrificing $50m of profit to a country’s international airline to gain an additional $200m in GDP from greater tourism? These questions cannot be answered without distinguishing ‘impacts’ and ‘net benefits’.

The problem with the usual outputs of economic models is that they are in gross terms, and this limits their use in policy making. The fact that a particular change has a positive impact, in terms of increased economic activity, does not necessarily mean that it is a desirable change - it all depends on what the costs of achieving this extra activity are. Much decision making involves choosing whether to incur a cost to obtain a desirable outcome. When outcomes are evaluated in terms of changes to economic activity, however, it is not feasible to compare the positive and negative aspects of the change because the two are measured in different ways. In fact, costs and outcomes are usually expressed in terms of the same measuring rod, dollars; something, which makes them look deceptively comparable. But it does not follow that $10m spent on, say, tourism promotion, which increases GDP by $50m, is a desirable option, or one which will make the destination better off. 
By ‘net benefits’ we mean a measure of how much better off, in economic terms, members of the community are in aggregate. Net benefits are thus a measure of the value of the welfare gain of tourism growth to the community (Boadway and Bruce 1984). For sound decision making involving resource allocation, estimates of the net outcomes, subtracting the costs needed to enable this extra activity, are required. This is true of private as well as public decisions. Consider a company contemplating an advertising campaign which costs $10m, and yields additional sales of $50m. It is not possible to tell if this is a good investment with only this information, since the increase in sales does not give us the net improvement in the company’s fortunes. To determine this, it is necessary to subtract the costs of producing the additional products for sale. If the total additional cost, including costs of goods sold, is $35m, then the campaign will add $15m to profit for a cost of $10m; in short, it is worthwhile. If additional production costs were $45m, the answer would be different. When funds are to be invested, either by private firms or by governments, it is necessary to estimate the net addition to the bottom line; to profit, in the case of the private firm, and to benefits to the community in the case of the government. 
The measured impacts on economic activity of most changes, such as increases in tourism expenditure, are often much greater than the net benefits which they generate for the community (or in other words, the measure of the extent to which they make the community better off). To enable the addition to GDP, inputs are needed-; additional labour will have to be hired, additional capital will have to be made available (often by borrowing from abroad, given the limitations on funds locally available in many developing countries and the global nature of capital markets), more land will be alienated and more natural resources will be used up. In addition, there can be environmental costs, which are typically not included in national accounts but which may be real costs nonetheless.
Measures of impacts on economic activity cannot be used as proxies for benefits, unless no additional inputs are used. While activity may increase, the costs of achieving this increase may be high, and the net outcome can be negative. This will be more likely if there are negative externalities, not taken into account in the changes to economic activity, or if the project has to rely on subsidised provision of infrastructure. It does not follow therefore that the larger the impact on GDP, the more desirable the policy or project is for the community.

Distinguishing Benefits from Impacts

We are not new in making this distinction between impacts and benefits. Waters (1976) cautions against using estimated impacts on economic activity as measures of benefits in transport evaluation studies. Some developers of tourism impact models, such as Archer (1982) have stressed that measured impacts on economic activity are not to be taken as measures of long term economic benefits. In spite of these cautions, and recent work which makes the same distinction (Nowak, Sahli and Sgro 2003), impacts on economic activity or GDP continue to be taken in debates on tourism policy issues (and indeed, more widely) as measures of the benefits of an initiative.

Economic agencies, confronted with trade offs between tourism and other impacts of policy options, are seeking more rigorous ways of measuring tourism benefits. This was evident in a recent investigation by competition authorities of a proposed strategic alliance between Qantas and Air New Zealand. One of the largest benefits claimed for the alliance was benefits from increased tourism. Competition authorities questioned the size of these benefits, and much of the focus of the investigation of the alliance centered on the measurement of them. Skepticism about the size of the tourism benefits was a factor in their rejection of the alliance (Commerce Commission 2003).

For present purposes, we assume that members of the community may be better or worse off as a result of a change, and the extent to which they are affected can be measured in monetary terms or as a relative preference (Boadway and Bruce 1984). A measure of the net benefit to the community as a whole can be obtained by adding up the monetary evaluation of the gains and losses experienced by all in the community. As a result of a change, individual firms, consumers, workers may be better or worse off, as a result of changes in their own consumption, income and level of effort, as well as through how they are affected by government consumption. Firms can gain if profits are increased, consumers gain from price reductions or quality improvements, workers can gain from additional wages less any costs of additional effort. Governments may gain through increased tax receipts at existing tax rates, and they will pass these gains on to the community in a number of ways - through tax cuts, or additional expenditures which benefit the community; or they may save their gains and pass them on to future generations.
In most cases when there is an increase in economic activity, the use of factors increases. It is possible to take the change in GDP as a measure of the gross benefit, and to subtract out additional costs as a result of some change, such as in tourism from abroad. Any increase in income which is payable abroad must be subtracted. Then the cost of additional factors must be subtracted (measured by their opportunity cost (or price at which they are willing to supply) multiplied by the additional supply).The result will be a measure of the net gain to the community, leaving aside any externalities.

There is no guarantee that this net benefit will be positive - it is perfectly possible that increased economic activity will lead to lower welfare for the community. This could come about if the cost of supplying inputs to enable the increase in activity were greater than the value of the increased production. A situation in which this could occur would be where foreign tourists purchased the output of a highly subsidised product (eg. a rail ticket). In this case, the revenue from the additional output could be below the cost of the inputs used. With products such as tourism services, which are generally supplied in competitive markets, the prices charged for the outputs, and thus the value of the additional output, will tend to be close to the cost of supply, which in turn reflects the cost of the inputs used. To this extent, the net benefit from additional output will tend to be small, especially relative to the gross change in the value of tourism expenditure. If additional tourism is to produce net benefits for the country, there will need to be some divergence between the prices paid and the costs of provision, either directly in the tourism industry or in other industries indirectly affected by it. 
To measure the net benefits of a tourism change, we need to identify in what ways the revenues gained from additional tourism are not equal to the opportunity costs of the inputs used in supplying it. There are several ways in which this could come about ( for elaboration see Forsyth and Dwyer 1993). First, prices may diverge from costs (particularly due to taxes or subsidies or perhaps because profits are higher than required to pay the cost of capital.). Second the usual "terms of trade effect" (the relative price of a country's exports compared to its imports), provides a welfare gain to its residents (Copeland 1991). When the demand for goods and services in limited supply increases, the prices of those goods and services are bid up.  The country sells its exports at higher prices thereby improving its terms of trade.  While not strictly a distortion, it can be an important effect of tourism growth.  (Dwyer and Forsyth 1997). Third, where there are unemployed or underemployed resources, and there is an increase in economic activity, there can be a benefit for the economy to the extent that the wage is above the rate at which these resources would be willing to work. However, increases in demand can lead to wage increases, which limit or eliminate any gains in greater employment (Dwyer and Forsyth 1998). Fourth, additional tourism will create external costs and benefits. More tourism may generate negative externalities by way of more congestion on the roads, environmental costs from over-use of sensitive areas or through effects such as airport and road noise, greenhouse gas emissions, and worsening air quality. Additional tourism can also lead to external benefits, such as where more tourism to a town leads to improved facilities and more choice of products (eg tourism means that the bank in a country town does not close). In evaluating the net benefits of tourism, it is necessary to measure and evaluate all these external effects. Some externalities can be costed fairly easily (road congestion), but many (species endangerment) are notoriously difficult to evaluate (Dwyer, Forsyth and Clarke 1995). 
This  list of distortions, or reasons why revenues and costs may differ, is not exhaustive, but it covers the main sources of divergence for many tourism destinations. Thus, to measure the net benefit of an increase in tourism expenditure, we need to determine how prices differ from costs for the goods and services bought by the tourists. To do this we need to consider the pattern of the tourists’ expenditure, and identify what taxes are based, directly and indirectly, on the various items of expenditure. We need to ask whether margins are sufficient to cover the cost of capital, or whether they are higher. We need to explore how prices change when demand increases. We also need to determine the extent to which tourists use subsidised services or services which are provided free of charge. If increases in tourism lead to reductions in unemployment, we need to estimate how large this effect is, and at what price the newly employed persons would have been prepared to supply their labour. Finally, we need to evaluate externalities associated with tourism and other industries. 

Measuring Benefits in a General Equilibrium Framework

Computable general equilibrium (CGE) models provide an ideal framework for evaluating the impacts of changes such as an increase in tourism expenditure, or a shift of expenditure from other goods and services towards tourism. CGE models incorporate a detailed industry structure (they can be made as disaggregated as data will permit), and they specify the links between the industries. They can incorporate the industries which tourism directly affects, such as transport and accommodation. They incorporate measures of input and output costs, prices, taxes and profits. They explicitly model the crowding out effects of one industry on another, and enable estimates of overall impacts on economic activity to be made. Thus they enable, for example, estimates of the impact on tax revenues, allowing for additional tax receipts from the directly affected industries, and reduced tax receipts from industries, which are crowded out. CGE modeling has been explored for tourism in both theoretical studies (see for example Copeland 1991; Hazari and Kaur 1995; Nowak, Sahli and Sgro 2003, Dwyer, Forsyth and Spurr 2004), and empirical studies (Adams and Parmenter 1995, Zhou et al. 1997, Dwyer, Forsyth, Madden and Spurr 2000; Dwyer, Forsyth and Spurr 2005), Blake and Sinclair 2003, Gooroochurn and Sinclair 2005). 
Using a CGE model, we can estimate net benefits by subtracting the cost of additional inputs used to produce the increase in activity. Thus the cost of additional labour used  (wage by quantity), the cost of additional capital services supplied domestically, and cost of additional natural resources must be taken from the change in the value of the increased economic activity, as measured by the change in GNP or National Income. However, the measure derived is a partial one only. We must allow for externalities of tourism and all other industries if an accurate measure of net benefits is to be obtained. Also, when there is additional labour employed, in an economy with involuntary unemployment, the benefit measure will underestimate the true gain to the economy. This is because labour has been costed at the wage rate, whereas the cost to the workers who obtain jobs is less than this wage. An estimate of the  shadow wage, or rate at which the workers are willing to work at must be obtained. This difference between the cost of labour, evaluated at the market wage rate, and evaluated at the reservation wage, is an additional benefit from the increased economic activity. 

Of all measurement problems, that of estimating the shadow wage in an industrial country with persistent unemployment is one of the most intractable but also one of the most significant. Labour is the most important single input in expenditure terms, but the shadow pricing problem has been little considered in advanced industrial countries even though many policy measures are justified in terms of their impact on employment. The benefit from reducing unemployment depends on what the workers would be prepared to work for; work involves costs in terms of cash and effort, and few unemployed workers are prepared to work for nothing. On the other hand, they may be willing to work for well below the current wage. However there is very little empirical work available on what unemployed workers would be willing to work for, and thus on what the benefits from reducing unemployment might be. Furthermore, additional demand for labour may be met by existing workers working longer hours- for these, there will be distinct costs of the additional effort.
The approach adopted herein involves making adjustments to the outputs which are typically produced by CGE models. An alternative approach is to incorporate a benefits or national welfare measure directly in the model. This approach is sometimes adopted to measure the welfare implications of possible changes (e.g. see Dixon et al, 2002). 

Application: Measuring the Benefits of additional Tourism to Australia
A CGE model, M2RNSW, is employed here to estimate the net benefits of an increase in tourism to the State of New South Wales, Australia. M2RNSW is derived from the M2R model of the New South Wales state economy which is an adaptation of the Monash Multi-regional Forecasting (MMRF) model of the Australian economy (Han, Madden and Pant 1998). MMRF contains a full multi-regional specification and data base for Australia, defined at the level of eight regions (comprising the six states and two territories of Australia). An industry classification of 42 non-tourism industries is used which is then extended to a 56 industry tourism version of the model by introducing 14 tourism industries. These 14 new tourism industries are distinguished by the source of the traveler (4 categories: intrastate, interstate, overseas and outbound) and the purpose of travel (4 categories: holiday, visiting friends & relatives, business & conference, other; for the outbound there are only two purposes: business and households).

Producers are assumed to minimize the costs of their inputs in accordance with the relative price and substitutability of the inputs. The 14 tourism industries are so-called “dummy industries”.  They assemble tourism goods from the various standard industries and on-sell them to the travellers at cost. Such a treatment of the tourism industry implies that there is no value added directly created in the 14 dummy industries. The resulting CGE model focuses on the tourism industries purely from the demand side. The representative regional households in the model divide their disposable income between expenditure on goods and services and savings.  They maximize the satisfaction they can obtain from their expenditure budget by making purchases in accordance with the pattern of their preferences and of relative prices. The model assumes that goods and services from different sources (local, interstate, and overseas) are not perfect substitutes. The model also covers the behaviour of investors (who allocate their investable funds to attempt to maximize their rate of return), import and export agents. Two tiers of government are included with the Federal Government interacting with each region, providing public services, taxing and distributing transfer payments.
For each of the fourteen tourism industries, the total expenditure of that tourism category was decomposed by the 42 standard commodities of the model. Following this, the purchasers’ price of each commodity from each source was split into its basic price received by the producer, the price component due to the different types of margin services, eg. transport costs, retail and wholesale mark-ups, and insurance costs, and the price component due to state and Commonwealth taxes.  The new tourism industries were then subtracted from existing values of industries’ rows and columns of the standard M2RNSW data-base. Finally any incompatibilities between the tourism data and the original database was reconciled to re-balance the new database.

In its short run version, the model assumes fixed income real wages, fixed capital and investment, fixed regional supply of labour, and flexible employment regionally and nationally. The simulations herein did not utilize the long run version of the model.The M2RNSW model’s elasticities are the same with those of the MMRF model. 
Using this model to measuring the net benefits or welfare gain to New South Wales and Australia from additional tourism from abroad involves three key steps:
First, the impact on real GDP and GNP for the country and state is estimated. One set of simulations estimated the effects of a $100m increase in international tourism expenditure to Australia, spread across states in proportion to existing tourism expenditure The impacts on Real Gross State Product and employment are shown. Table 1 shows key impacts for New South Wales, for the Rest of Australia (RoA) and for (total) Australia. 

INSERT TABLE 1 HERE

Table 1 indicates that the increase in GDP/GSP is much smaller than the increase in tourism expenditure. This is to be expected. Additional tourism expenditure has a positive impact on the output of the tourism industry, but much of this is at the expense of output in other industries. To enable extra tourism output, resources are drawn from other sectors in the economy, reducing their activity. Additional tourism expenditure also adds to the demand for the home currency- the exchange rate rises, discouraging other exports and increasing imports. The impact on output is greater when employment is free to vary. In this simulation, there is not a large difference between the fixed and variable employment cases- this is due to the fact that the additional tourism expenditure does not have a strong stimulatory effect on the economy (for example, much of the additional tourism expenditure is absorbed in exchange rate increases, lessening the net demand increase). 
Second, a measure of net benefits is generated by subtracting the costs of additional factors domestically supplied, valued at after tax prices, from the measure of the change in gross value of additional output, less income payable abroad. In Table 2, two types of simulations are undertaken. In the first, the overall levels of all factors, including labour, are free to vary. In the second, labour is fixed.

INSERT TABLE 2 HERE

The fixed factor supplies simulation is run for two reasons. First, these are the conditions under which the change in GDP or GNP should approximate the change in net benefits or the welfare gain. GDP will change, when factor supplies are held constant, because industry composition will change (and consequently taxes, subsidies and profits will change), and because any terms of trade effects present will be captured. This simulation assumes that there is no increase in output or GDP as a result of employment of more factors. This measure of tourism benefits thus provides a lower limit to the range of possible benefit changes. Second, a fixed employment assumption might be a more accurate reflection of the way the economy works. If increases in demand, brought about by an increase in tourism expenditure, lead to wage increases (perhaps with a strongly unionized labour force), higher wages could cancel out any employment gains. The fixed labour supply assumption is sometimes regarded as an appropriate long run assumption- in the long run, economies will have achieved a natural rate of unemployment, and demand shocks, such as those from extra tourism expenditure, may not alter the level of unemployment, except in the short run. 

In the first simulation, GDP rises by $14.6m in Australia as a whole as a result of an additional tourism expenditure of $100m. In this case, the only variable factor is labour, and so the cost of the additional labour is the only deduction from GDP (income payable abroad is also constant). Labour is costed here at the after tax wage rate, being a measure of what employees might be willing to work for. This results in a deduction of $4.4m, and the net benefit to Australia is estimated at $9.7m- approximately 10 per cent of the additional tourism expenditure. There is a similar pattern for the state of New South Wales. In the second simulation, labour and other factors are held constant. Labour is permitted to move between states, and there is a slight reduction in employment in New South Wales. There is a smaller impact on GDP, but there are no deductions from GDP to estimate net benefits. These are slightly less than the net benefits as measured in the flexible labour case. This is to be expected- the greater the flexibility of factor supplies , the greater will be the ability of the economy to adjust to the increase in tourism demand, and thus the net gain will be greater. In addition, when more labour is employed and the after tax wage is less than the pre tax wage, the addition to output by the extra workers is greater than the cost to them of supplying their labour- hence there is a net benefit to the economy.
In the simulations reported above, it is effectively assumed that there is no benefit to the economy from job creation, other than that which flows from the tax distortion on labour (what workers receive after tax is less, by the amount of tax, than they produce). This would be an appropriate assumption for an economy with no involuntary unemployment. However, in the Australian economy, there has been persistent unemployment of over 5 per cent- at least some of this may be involuntary. Additional jobs would bring a positive benefit to the economy, since persons who are involuntarily unemployed would be willing to work for less than they will be paid if they obtained a job. In other words, the shadow or reservation wage is less than the after tax real wage.

Insert TABLE 3 HERE

To illustrate how this would affect benefits, it is assumed, in Table 3, that each worker who obtains a job would be willing to work for two thirds of the after tax wage. Thus, the employment benefit to the economy, is equal to one third of the wage payments to the additional workers. This amount can be added to the measured benefits, to obtain an adjusted benefit, which also reflects benefits to the economy from reduced involuntary employment. In this example, the gain to the Australian economy as a whole is $1.5m, raising the net benefit from additional tourism expenditure from $9.7 to $11.2m.  In this simulation the change is not very large. However, in cases where tourism expenditure results in substantial stimulation of the economy, and a large impact on employment, the adjustment would be large. This might well be the case for developing countries with a large labour surplus and fixed exchange rates.
Conclusion
There is an extensive literature on the economic impacts of tourism. The main limitation of existing work, for policy purposes, is that impacts and benefits are normally very different; typically the impact on economic activity is much greater than the net welfare gain to members of the community. This is because additional activity requires additional resources, and these are not costless. In this paper, we have developed a rigorous approach to the measurement of tourism benefits which can be readily applied to real economies. 
In this paper we have distinguished between impacts and benefits of changes in tourism expenditure. Impacts on GDP are a gross measure, and to obtain measures of benefits or welfare gain it is necessary to deduct the costs of the additional inputs used to generate this output. Benefits from additional tourism come about from different price- cost ratios in the economy, terms of trade effects, and from the stimulation of the economy resulting in additional employment of unemployed resources. These net benefits are likely to be positive but relatively small. 
We illustrated alternative methods of estimating tourism benefits. One of these involves holding inputs constant in a CGE simulation- this yields a minimum estimate. Simulations involving an expansionary impact yield higher estimates of benefits. We allowed for the effects of different costs of expanding the amount of labour employed. If additional tourism expenditure leads to less involuntary unemployment, additional labour should be costed at less than the market wage, and the measured benefit from tourism should be larger.
Although they exclude externalities and other ‘intangible’ impacts of changes in tourist expenditure, the benefit or welfare gain measures developed can be compared directly with other costs and benefits in cost benefit analyses of tourism policy changes affecting inbound tourism expenditure. Thus it is possible, for example, to compare the benefits from additional tourism promotion with the cost of that promotion. Another example would be where aviation policy changes lead to lower profits of airlines but higher inflows of tourists- the tourism benefits can be directly compared to the reductions in profits to determine whether the policy is desirable on cost-benefit grounds. The tourism benefits from a special event can be compared to the other benefits and costs of that event.
The study highlights several directions for further research. Results are sensitive to how we treat the opportunity cost of unemployed labour, and how labour markets are assumed to work. Benefits depend on how much economic stimulation results from increased inbound tourism expenditure- this in turn will depend on exchange rate and other macroeconomic policy settings in an economy. It is necessary to also allow for externalities of tourism and all other industries if an accurate measure of net benefits is to be obtained. The use of unpriced, or underpriced, infrastructure, will also affect benefit measures, depending on how infrastructure is handled in the model. 
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Table 1. Impacts on New South Wales and Rest of Australia of Simulations of $100m increase in Tourism to Australia, Variable and Fixed Labour Supply, 2000-01

	Source of Increased Tourism
	Increased Tourism Expenditure


	Impact on Real Gross State/ Domestic  Product 


	Impact on Employment 

	
	
	$million
	Variable Labour
$m
	Fixed Labour
$m
	Variable Labour
jobs
	Fixed Labour
jobs

	International tourism to NSW
	NSW

RoA

Australia
	 37
 63
 100
	 5.2
8.9
 14.1
	 2.6
5.0
7.6
	 175
322
 342
	0
0
0


Source: Simulations by authors. It is assumed that industry capital stocks are fixed and that there are no changes in industry investment. It is also assumed that there is a fixed budget deficit with fixed income real wages and variable employment in one case, and variable wages and fixed employment in the other. 

Table 2 Derivation of Net Benefit ($million), Additional International Tourism to Australia, including New South Wales

	Macroeconomic Variable
	Variable Employment
	Fixed Employment

	
	NSW
	Australia
	NSW
	Australia

	
	

	Change in Real GSP/GNP
	5.2
	14.6
	2.6
	7.6

	
	
	
	
	

	Change in Real Depreciation
	0
	
	0
	0

	
	
	
	
	

	Change in Payments to Labour
	1.6
	4.4
	-0.2
	0

	
	
	
	
	

	Change in Payments to Capital
	0
	0
	0
	0

	
	
	
	
	

	Change in Payments to Land
	0
	0
	0
	0

	
	
	
	
	

	
	
	
	
	

	Change in Real Net Benefit
	3.6
	9.7
	2.7
	7.6


Source: Simulations by the authors

Table 3 Net Benefits after adjustment for Employee Benefits, Additional International Tourism in NSW

	
	NSW
	Rest of Australia
	Australia

	
	$m
	$m
	$m

	Net Benefit
	3.6
	6.1
	9.7

	
	
	
	

	Wage Payments to Additional Employees
	1.6
	2.8
	4.4

	
	
	
	

	Employment Benefit
	0.5
	0.9
	1.5

	
	
	
	

	Adjusted Benefit
	4.1
	7.0
	11.2

	
	
	
	


Source: Simulations by the authors. Assumption: Shadow Wage Two Thirds of Market Wage
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