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Introduction
Tourism Satellite Accounts (TSA) have been developed at the national level in many countries The role of TSA in providing an information base for assessing the economic contribution of tourism to an economy is now widely understood. However, since tourism activity tends to be unevenly concentrated within countries, national TSA cannot help us to determine the importance of tourism to different sub-regions or provide any guidance as to its potential as a tool for regional development in particular cases (Jones et al 2005). Thus Florida attracts proportionately more tourist expenditure than Kansas, and Quebec more than the Yukon. Moreover, the industry structure of these states are different implying that tourism will make a different contribution to the economy even if visitor expenditure volumes and patterns were similar. 
The extensive involvement of governments in tourism at a state or provincial, and local, level in areas such as planning, infrastructure provision and often marketing, has led to a strong demand for information of the kind provided in a TSA to be made available at the state (province) or regional level. In Australia each state or territory (henceforth state) has its own governmental structure, and each encourages tourism development through its tourism department or office. The federal government Green Paper, A Medium to Long Term Strategy for Australian Tourism, noted that if TSA were available at the State, Territory and regional levels this would provide “a valuable input to industry and government in terms of tourism’s impacts and help inform investment and policy decisions by industry and government respectively” (Tourism Australia 2003). 

In April 2005 a meeting of the Tourism Research Committee (TRC), comprising the heads of research of all state and territory governments in Australia, suggested that the STCRC prepare a proposal to ASCOT
 (comprising representatives of the relevant Ministers´ departments and Tourism Australia), for the development of TSA and CGE tourism models covering each of the Australian states and territories. It was considered that a single linked set of such models would offer significant cost advantages, ensure consistent concepts, structure, and sources and treatment of data, and lead to comparable results across states and territories and with the national TSA. The results could also feed into the development of consistent indicators of tourism industry performance and benchmarking data. The TSA would be constructed to reflect the structure and content of the national TSA and provide each state/territory with the following information:

(i)   contribution of tourism to each state and territory economy, including tourism’s contribution to Gross State Product, Gross Value Added, employment and interstate and international trade;

(ii)  a measure of tourism inter-relationships with other industries which rely on tourism;

(iii) estimates of these variables broken down by international, intra state, inter state and outbound tourism;

(iv) comparable estimates across industries, over time, and across states and territories and with the national aggregates.

The project discussed herein involves developing a set of TSA for each of the six Australian states and two territories
. Believed to be the first of its kind attempted in any country, the integrated development of TSA covering all regions of a country has involved finding solutions to a range of issues, including those arising from data limitations at the state and territory level, the differing industrial structures between the states and limited availability of data on interstate trade; and the need to ensure overall consistency in methods, definitions and aggregate results with the national TSA. 

This paper will first highlight the main features of a Tourism Satellite Account. This discussion conveys the importance of the concept and the rationale for its development by state and regional governments. The paper then outlines the method adopted for developing a suite of regional TSA for the eight Australian states and territories.  A key objective has been to ensure that common concepts, definitions and data sources are adopted across each of the eight TSA and with the national TSA produced by the Australian Bureau of Statistics (OECD 2000, OECD et al 2000, ABS 2005a).  The paper then discusses some problem areas which arose. The development of the eight TSA has required the resolution of a range of issues, such as those arising from data limitations at the regional level, differing industrial structures of the regional economies, and from ensuring consistency with the national TSA. Finally, the paper discusses some uses to which TSA based information can and cannot be legitimately applied. 
Tourism Satellite Accounts
The problem with measuring the economic significance of tourism spending is that “tourism” does not exist as a distinct sector in the standard system of national accounts (SNA). Many of the items that tourists purchase are not normally regarded as tourism related products – for example clothing and footwear, ballpoint pens, groceries, books, telecommunications, or cosmetics. As a consequence, a substantial amount of tourism related consumption is ‘statistically invisible’ in the sense that it is incorporated within the measures for these other industry sectors. To measure the economic value of tourism activity in an economy, nationally or regionally, purchases of these items by tourists need to be identified and separated out. This is not provided for in the standard national accounting framework making it very difficult to identify the contribution to an economy of the entity or sector arising from tourism demand and expenditure. 

To compare tourism with industries which are identified in the SNA thus requires the construction of a “composite” or “artificial” tourism industry. The development of the "satellite" account is an attempt to provide a clearer view of the relative importance of tourism as an economic activity and to trace its interrelationship with traditional industry sectors contained within the national accounts (Spurr 2006). TSA represent the ‘official methodology’ that enables tourism activity to be compared with other major industries in terms of size of value added, output and employment contributed to the national economy (OECD 2000). 

State and Territory governments in Australia recognise that a TSA can serve as a tool for enhanced strategic management and planning for the tourism industry and can enhance the effectiveness of industry policies.  One of the major features of a TSA is that it is set within the context of the whole economy, so that tourism's contribution to major national accounting aggregates can be determined, and can be compared with other industries. Like its national counterpart, a regional TSA has substantial policy relevance, including:
● provision of consistent and credible information on the significance and impacts of tourism expenditures for use in assessments of tourism’s role in state and territory development planning. 

● increased understanding of the economic importance of tourism and a credible source of data for internal government budgetary and planning purposes and public uses. 

● a basis for comparison of tourism’s contribution and economic performance within and between states and territories and nationally in Australia.

● a data base for more extensive studies of the performance of the tourism industry, eg. to measure productivity growth and profitability. 

● use of common and consistent concepts, data, and model structures will increase the credibility of modelling results, broaden the potential range of applications and lead to increased and more cost effective use of modelling of tourism impacts. 

● improved public policy decision making and planning in relation to tourism and provide the basic data for a significant step forward in analysing tourism related economic issues

● Macroeconomic aggregates to describe the size and the economic importance of tourism, such as tourism value added and tourism gross domestic product (GDP), consistent with similar aggregates for the total economy, and for other productive activities and functional areas of interest.

● Detailed data on visitor consumption, and how this consumption is met by domestic supply and imports, integrated within tables derived from general supply and use tables of the national accounts, both at current and constant prices;

● Detailed production accounts of the tourism industries, including data on employment, linkages with other productive economic activities and, in some TSA, capital formation;

● Basic information required for the development of models of the economic contribution of tourism (at the national and supranational levels), for the preparation of tourism market oriented analysis etc;

● A link between economic data and other non-monetary information on tourism, such as number of trips, duration of stay, purpose of trip, modes of transport etc.

Development of a Suite of Regional TSA

The development of a set of TSA for each of the six Australian states and two territories was based upon the internationally agreed Tourism Satellite Account (TSA) methodology and definitions (OECD et al 2000). These take the same form as the national TSA published by the Australian Bureau of Statistics (ABS 2005). They are each consistent in terms of concepts, definitions and primary tourism data sources with the national TSA. The TSA have been developed for the year 2003-04, the most recent year for which the national TSA was available when the project commenced. 

Only a small number of countries (eg. Canada, Norway, Australia) have attempted to develop TSA for regions. There are two basic approaches to constructing a ‘regional TSA’ (Jones)

(1) The ‘bottom up’ approach involves the construction of a TSA for the region in question, with regional demand equated to regional supply for each product, hence the derivation of a set of tourist product ratios which enable a full reporting
(2) The ‘top down’ approach involves the regionalisation of a national account, providing a small number of ‘key’ results, usually by reference to indirect indicators (e.g. volume of trips or supply). This involves allocating national totals for key indicators (TVA, dependent employment) across regions according to indirect indicators (a direct allocation is of course impossible without a full set of regional TSA).

The main advantages of the ‘bottom up’ approach is that it treats the region for TSA purposes as a ‘small nation’ (eg. treating other regions as outside the reference economy; substituting international imports with international plus interregional etc.) This means that the TSA classification and structure, and supporting data collection can be adapted to regional circumstance (Jones et al 2005). However its limitations include the fact that it is a data intensive process on both demand side and supply side. Indeed, data requirements will often be more onerous than those for the national TSA. Further, it is impossible to construct without a reasonably well developed system of regional accounts. The approach is also very costly to undertake. Difficulties in reconciliation or comparison with other regional results or with the national TSA, if a different system of classification, different regional survey sources or a different base year is used. This reinforces the importance of common survey design and methodologies are used where possible, and that any disaggregation of tourism products can be re-aggregated to common standards and thus aid comparability (Jones et al 2005).
Advantages of the ‘top down’ approach have been discussed by Jones et al (2005). These include (i) standardisation of structure across regions, (ii) relatively low cost particularly if there are good quality demand and supply surveys that can be regionalized; (iii) easier integration into national series of variables (eg. TGVA) which will aid the production of up-to-date results; (iv) expected high credibility in the eyes of politicians and officials within central government given that the regional TSA which starts from the national TSA results. A major potential limitation, however, is that the standardisation of structure across regions can restrict adequately accounting for regional differences in tourism activities between regions and different tourism industry structures. As pointed out by Jones et al (2005) unless there is a full set of regional Input-Output Tables upon which to base the TSA it is likely that national ratios for important aspects such as industry production functions, or imports of products (here including inter-regional imports of course) must be adopted, or adapted for regional differences. As we shall see this was the case for the suite of regional TSA developed for Australia.
The suite of TSA for all Australian states and territories contain elements of both approaches. The STCRC consulted with the Australian Bureau of Statistics in the development of the regional TSA to optimise consistency with national tourism output figures in the Australian TSA. 
A predominantly bottom-up approach has been used with data for each of the states used to construct the TSA for that state. However, in order to maximise consistency across the eight TSA, and importantly with the national TSA, wherever possible consistent data sets have been drawn upon. Each state was effectively treated as a small nation. The Input-Output tables for each state were derived from the MMRF-G CGE model developed by the Centre of Policy Studies at Monash University (Adams 2006). Interstate trade was treated as if the region was a separate country trading with other countries (states), allowing regional concerns to be addressed within the TSA structure and classification scheme. 

Tourism expenditure data comes from a relatively new tourism data set produced by the federal government tourism statistical body, Tourism Research Australia, under which top-down and bottom-up information has been used to allocate visitor expenditure from the two major national tourism surveys (the International Visitor Survey and National Visitor Survey) to each of the states (Tourism Research Australia 2005). Tourism industry shares in industry output come from an essentially top-down analysis drawing on the national TSA (ABS 2005).
On completion of the eight preliminary TSA the results were reconciled with the national TSA to ensure that the individual state results sum to the national totals and that individual data problems have been resolved in ways which do not detract from overall consistency across the national and state TSA. The process allowed the project to garner some of the advantages of the top down approach. That is, it facilitated standardisation across regions and generated high credibility among the users.
The use of a single STCRC modelling team to undertake construction of the TSA had several advantages. This helped to:
● ensure the use of a consistent methodology and assumptions so that the TSA and impact models are comparable and credible; 

● enable cost savings from economies of scale to be shared between the participants; 

● exploit conceptual and data development synergies from linking development of the TSA and CGE model work;

● provide ongoing cost savings for future updates of the TSA and applications and upgrades of the CGE models, given joint ownership and a single manager for the project and CGE models
● support capacity building in the application and further development of tourism economic models and the opportunities for further research they offer.

Findings

The suite of eight TSA provides rigorous and consistent statistical data on the economic contribution of tourism to each of the state and territory economies.  The results provide states and territories with rigorously developed estimates tourism’s contribution to consumption, output, gross value added, gross state product and employment for each of the states and territories for the year 2003/04.The TSA also provide information about the detailed composition of the industry in each state, for example, indicating how much value added is present in the accommodation part of the industry or the local transport part. For each state, headline outputs of the TSA were:

Tourism Industry GSP [by type of visitor]
Tourism Consumption
Tourism Industry Output
Tourism Industry GVA 

Tourism Employment 

Comparison to Non-Tourism Industries
Taxes on Tourism Products
Issues

Regional TSA involve additional complexities over and above development of national TSA (Jones 2005). Several challenges are posed in developing regional TSA. Examples are those arising from data limitations at the state and territory level, differing industrial structures between the states, and the need to ensure overall consistency in methods, definitions and aggregate results with the national TSA.  
Data limitations
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Differing industrial structures between the states

The national totals as reported in the national TSA have been estimated on a more aggregated basis, and the more detailed state by state estimates have the potential to lead to greater accuracy in the national TSA in future. 

This detailed state by state project raised questions about the tourism component of specific industries, such as rail and cruise shipping, and also generic questions such as that of implicit subsidies to the tourism industry. WE NEED TO SAY MORE ON THIS. Thiep and Ray can you elaborate here please
Visitor use of rail services and cruise shipping
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These reflected both the shortage of consistent data and the project requirement that the aggregate results of the state TSA be reconciled with the national TSA. 
Interstate Trade

A particular complication in developing the state and territory TSA has been that, unlike the national TSA, state and territory TSA need to include a term for interstate trade in tourism. A state may produce tourism services which are consumed in another state. For example, wine may be produced in one state but sold for visitor consumption in another. Or an airline may be based in one state but provide services within another. In the national TSA these appear as a normal part of tourism production but for the individual state they constitute an example of the export of tourism goods and services. If these were not counted as part of the tourism production within the state, then aggregate state tourism production would be inconsistent with the national TSA.

Taxes

The TSA for each state includes a one line item for taxes on tourism products. This conforms to the practice in the national TSA. Work is ongoing to provide additional detail on taxes. Taxes will be broken down into state government taxes; federal government taxes; and the Goods and Services Tax (GST) which is collected by the federal government, but which is automatically redistributed, by means of a formula not specifically linked to tax collections, to the individual states. Information on taxes on production, as well as on products, will be part of this analysis which is to be produced in mid- 2007. 

Subsidies

Tourism also makes use of subsidised services, the main one of which in Australia is the public transport system in the cities. Measuring the extent of subsidy is difficult, since tourists tend to use specific parts of the systems, such as the dense inner urban routes, which are less likely to be heavily subsidised than the outer urban routes.  
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Reconciliation with national TSA

Specific data are used in each state and this poses an issue of whether state magnitudes sum to the national total. 

The eight TSA were reconciled with the national TSA to ensure that the individual state results sum to the national totals and that individual data problems have been resolved in ways which do not detract from overall consistency across the national and state TSAs. Tourism industry shares in industry output come from an essentially top-down analysis drawing on the national TSA. The process took the form of  - - 
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Indirect Effects of Tourism

As with the national TSA, the regional TSA reports consider only the direct effects of tourism expenditures. This is consistent with the internationally agreed TSA methodology (OECD et al 2000). It is, however, intended that estimates of tourism’s indirect contribution to each state economy will be developed in the later stage of this research project due to be completed in the second half of 2007. While direct effects are considered to be the most appropriate measure for comparison of the economic contribution of tourism with other non-tourism industries, the aggregation of tourism’s direct and indirect effects can be useful, for example, in the context of economic impact analysis or as an aid to understanding the wider flow on effects of tourism to employment across the economy. 

Economic Impacts

TSA are not, per se, economic impact models. Impact models are models which are used to estimate the impact that one change, for example, a boom in inbound tourism to a region, will have on economic variables of interest, such as gross output in the region, or employment. A subsequent phase of this research project will be linking the state and territory TSA with tourism Computable General Equilibrium (CGE) based economic impact models. The resulting suite of tourism CGE models and TSA developed under this project will make it possible to explore a wide range of tourism measurement and economic impact issues at the state and national level in Australia. These could include analysis of the impacts of changes in various aspects of tourism demand and analysis of the likely impacts of changes in government policies. These economic impact models will be completed in the latter part of 2007.
a)  The models will be capable of distinguishing inbound, inter-state, intra-state and outbound tourism flows and impacts.

1. the CGE models will be used to estimate detailed impacts of changes in tourism demand on the national and state economies, to identify the effects of economic developments on tourism, and to simulate the economic effects of policy options likely to impact on tourism which may be under consideration by governments.

2. the models will offer, for the first time in Australia or internationally the opportunity to do this work using widely endorsed, transparent and comparable data and methods.

3. While a TSA provides policy makers with accurate measures of the size and significance of the tourism industry, they cannot be used to assess how changes in external events will impact on the economy. It is therefore proposed to link the TSAs to a CGE based tourism impact model which will be capable of analysis at the level of each state and territory. The model will provide a capacity for rigorous assessment of impacts on each participating state or territory economy of:

· a change in tourism demand 

· changes in  tourism related policy settings;

(iii)      flow on effects to and from other states and territories and nationally;

(iv)      impacts on other industries across the state/territory and nationally.

b) This will allow analysis of the impact on the overall economy of:

(i)    a change in the total flow of tourists to the state/territory, the composition of visitors, expenditure patterns, source markets or type of tourist etc;

(ii)   the total economic benefit, including government revenue implications, of successful marketing campaign expenditures; 

(iii)  economic returns from tourism transport and infrastructure development; 

(iv)  net benefits from hosting a special event, or the choice between alternative events;

(v)  the “yield” from tourism against a wide range of alternative market sources. 

Application of Results
Conclusions
However, this is the first time anywhere in the world that an integrated set of state or region level TSA produced which: 

· adopt consistent concepts, definitions, and data sources

· are based on internationally agreed definitions & methodology which was developed by the UBWTO and endorsed by the UN Statistical commission

· entirely consistent with, and fully reconciled to, the Australian Bureau of Statistics national TSA for Australia

The linked and fully integrated suite of eight state and territory TSA and CGE models, supported by a detailed breakdown of tourism taxes, will be unique in the world in its provision of rigorous and consistent statistical data on the economic contribution of tourism across each of the state and territory economies, using internationally and nationally endorsed concepts and definitions and fully reconciled with the national TSA produced by the Australian Bureau of Statistics. It will provide a hitherto unavailable resource for understanding tourism’s economic contribution and for future analysis and research at the national and state and territory level.

The TSA as developed are of direct use in each state, and also are of interest for comparative purposes. 

This information about the size of the industry is often very useful to policy makers and destination managers. 
It may be that the term tourism satellite account is misleading at the regional scale, especially if the regional statistical base is undeveloped
This project will substantially improve the tourism information base at the state level in Australia. 
TSAs can provide information which reduces the risks of resource misallocation in destination planning, development and policy formulation. 
Developing a suite of state TSAs which is also consistent with an existing national TSA poses a number of issues which are of interest to regional destinations globally. States differ in their industrial structures and tourism patterns. 
In a subsequent phase the project will link state TSAs with state tourism CGE based economic impact models. With the suite of tourism CGE models and TSAs being developed in this project, it will be possible to explore a wide range of leading edge tourism measurement and economic impact issues at the state and national level in Australia, with lessons for destination managers internationally.
Nevertheless, there remains a strong desire for an economic reckoning of tourism activity for smaller areas, and placing such developments in the TSA context has a number of benefits. Fundamental (though complex) concepts such as TVA, tourism-dependent employment and indeed tourism itself are far less likely to be misunderstood and misused given the wealth of TSA-related material and discussion available on these points. Methodological and conceptual approaches can be adopted and adapted to ensure as good an accounting of tourism’s regional significance as possible; this means that additional analyses, be these modelling and impact analysis, environmental accounting or timely indicators, can be build upon the most solid statistical base. 

the critical need to develop knowledge and institutional capacity across countries. All of these aspects are critical for the development of a successful regional development of the TSA programme, and are likely to have wider benefits for regions which seek to take on this challenging task.
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� The main objective of Australian Standing Committee on Tourism (ASCOT) is to improve co-operation and co-ordination of Government policies and activities as they affect tourism. ASCOT normally meets twice annually, the Chair rotates annually and the Department provides the secretariat. ASCOT comprises representatives of the relevant Ministers´ departments and Tourism Australia.


� The project forms part of a larger project under which Computable General Equilibrium (CGE) models with explicit tourism sectors are being developed, drawing on the data generated from the TSA. The work is being undertaken by the STCRC Centre for Tourism Economics and Policy Research and funded by the Sustainable Tourism Cooperative Research Centre STCRC in association with the tourism departments of all of Australia’s six states and two territories. 








