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WTO Tourism Negotiat ions: 
Steady Does It 

THE RECENT spare of stories about the 'agreement' on 
global trade at the \"'(lorld Trade Orga nization (\TIO) have 
crea ted a perception of 'success') however the actua l 
arrangements are worth closer scrutiny. The countries have 
on ly ag reed on the ' framework' under which to conduct the 
complex negotiations fo r [cade libera lisa tion. The 
negotiations themselves are still to come. 

These negotiations are of considera ble importance to 

the travel and tour ism industry because services are included 
in the package of economic sectors fac ing liberaljsa tion. 
Tourism fa lls under the services sector, a long with 
adverrising, telecommunica tions, lega l fi rms, accountancy, 
finance, insura nce and many o thers. 

T his edit ion of issues & Trends attempts to simpli fy 
some of the issues involved, ourline the implications for trave l 
a nd tourism and suggest points to ponder. 

W hat is the W TO ? 
Set-up in 1995, the WTO is the only globa l forum 

dea ling with the rules of trade between nations. It seeks to 
liberal ise global trade by provid ing a platform of trade rules 
fo r negotiation and dispute settlement between member 
governments. Everything the \'lfTO does is as a result of 
negotiations. 

At its hea r t a re t he \'VTO agreements, negotiated 
and s igned by t he bu lk o f t he world 's tra ding na ti ons. 
These documents prov ide the lega l g round-rules for 
in terna t iona l commerce. T hey a re essent ia ll y co ntracts, 
binding governments to keep their trade policies w ith in 
agreed limits. A lt ho ugh nego tiated a nd s igned by 
governments, th e goal is to help producers o f good s and 
se rvices, ex por ters a nd impo rters 
w hil e a llow ing gove rnm ents to 

environmenta l ob jec tives . 

conduct business, 
mee t soc ia l a nd 

How does it work? 
In its simplest form, WTO member conn tri es exchange 

concessions by submitting condit iona l offers to their trading 
partners to freeze or improve current levels of access to 

particular sectors. They a lso make requests of other countries 
to reduce what they consider to be trade barriers. 

This offe r-and-request process may appear simple, but 
behind it is a large and complex legal and administrative 
system designed to govern negotiations to ensure that there is 
not just free trade, bur a lso fair trade. 

How does t our ism ge t invo lve d? 
Tourism is included in the \XlTO's General Agreement on 

Trade in Services (GATS). Services have been included in the 
\VfO ta lks because they represent the fastest growing sector 
of the global economy and account for 60% of globa l output, 
30% of global employment and nearl y 20% of global trade. 
GATS defines four ways (or " modes") to trade services: 
• Services supplied from one cowltry to another, such as 

internat iona l telephone calls; offi cia ll y known as 
"cross border supply" (in \TIO jargon, " mode 1") 

• Consumers o r firms ma king use of a service in a nother 
co untry, such as tourism; off icia lly termed 
"consumption abroad " (" mode 2 ") 

• A foreign company setting up subsidiaries or branches to 

provide services in another country, such as foreign banks; 
officially named "commercia l presence" (" mode 3") 

• Individuals travell ing from their own country to supply 
services in another, such as consultants; offic iall y referred 
to as "presence of natura l persons" (" mode 4"). 

Libera lising trade in these services is designed, in theory, 
to a llow smoother and easier movement of companies, capital 
and people across boundaries and borders. 
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Are t here a ny examples? 
The 'wish- list' of items circulated by the United States 

offers a clear indication of what many developed coun tr ies 
want to see li beralised. In a December 2000 commu nication 
to Members of rhe Council fo r Trade in Services) the US 
presented its wish-li st for three su b-sectors: Hotels a nd 
lodging, duty- free services, and the meetings, incentives, 
conventions and exhib itions (MICE) industry. 

The US a rgued that as modern hotels are indispensable 
to attracting further investment in destinations, "removing 
obstacles to the cstablishmcnt and opera tion of harels and 
other lodging places; by making it eas ier fo r travellers to visit 
and make purchases in other countries and by reducing the 
problems faced by organisers of in te rnationa l conferences 
and conventions" was im portant. 

The US position urged WTO members to respond in 
ways that place " no limi tations" on market access and 
national trea tment, "as some members, including the United 
States, already have done", and proposed that all members 
"conside r undertaking additional commitments relating to 

travel lers and internationa l conferences". It identified the 
fo llowing "obstacles" to libera lisatio ll in this sector: 
• Overl y burdensome ex it-fees o r taxes, or sim ila r 

res trictions on the departure of outbound travelle rs 
• Lack of in fo rmat ion for trave llers on applicable 

du ty-free allowances on merchandise purchased abroad 
for persona l or household use 

• Limitations on the participation of foreign capita l 
• Measures that restrict or require specific types of corporate, 

partnership, or mher business organisa tion strucrure 
• Limitations on the purchase or rental of real esta te 
• Economic needs tes t on su pplie rs of hotel and 

lodging services 

• 

• 
• 

• 

• 

• 

• 

• 

• 
• 

Suppliers of hotel and lodging services are not permitted 
to enter into and exit from join t ventures with loca l or 
non-local, pr ivate or government partners 
Nleasures requiring the use of loca l partners 
\X' here government approva l is required. exceptiona lly 
long delays are encountered and, when approva l is 
denied, no reasons are given. 
L1ck of national treatment for financing the construction 
and operacion of hotels and lodging places 
Denial of access to and use of public services 0 11 

reasonable and non-discriminatory terms and conditions 
Denial of access to government programmes ava ilable 
to domestic service providers 
Tax trea tment tha t discrimina tes aga inst foreign 
service providers 
Discr imination aga inst fore ign service suppliers with 
respect to choice of business organisa tions ava ilable 
to domestic suppliers 
Discrimination aga inst foreign partners in a joinr venrure 
Discri mination aga inst franchises as opposed to 

other fo rms of business orga nisation 

• 
• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

Discrimination aga inst foreign franchises 
Lack of readily ava ilab le information on zoning and 
lack of an opportuni ty for service suppliers to meet 
with loca l off icials and community representa tives to 

discuss location of fac ili ties 
Lack of transparency of domestic laws and 
regulations and fairness of adminis tration 
Denia l of fu ll consumer access to electronic means 
fo r making hotel reservat ions 
Denia l of freedom for service providers to select 
sources of supply of services 
Denial of freedom for service providers to offer 
incentives, rewards, and other promotional programmes 
Minimu m req uirements fo r loca l hiring that are 
disproportionately high, causing uneconomic opera tions 
Lack of means to fac il ita te temporary entry and exit 
of specialised, skilled personnel (including managers) 
Restrictions or excessive fees/taxes on internationa l 
currency transactions 
Lack of means to fac ili ta te temporary entry and e,xit of 
event organisers and specialised, ski lled personnel 
(including managers) needed ro conduct international 
conferences and conventions efficiently 
Restrictions or excessive feesltaxes on licensing or 
royalty payments 
Lack of means to fac ili tate temporary entry and exit 
of conference and convention p<.u ticipants from 
va rious countries 
Lack of information on provisions for the temporary 
entry and exit of equipment and supplies related to 

prospective interna tional conferences and conventions. 

W hat is the respo nse of developing co untries? 
On Ocrober 9, 2001 a group of \'(ITO members 

includi ng Cuba, the Dominica n Republic, Ha iti , India, 
Kenya, Pakistan, Peru, Uganda, Venezuela and Z imbabwe 
reminded the \'(ITO of an agreement to do "an assessment 
of trade in services, both in overa ll terllls as well as on a 
sectoral bas is." No sllch assessment has yet been done. 

At the same time, they noted that many developing 
countries have made a number of offers and commitments 
to liberalise tourism. In the negotiations to come, they 
sought firm adherence to the "guiding principles" of the 
\'(ITO agreements! which arc that liberalisa tioll should 
take place "on a progressive bas is"; promote the interests 
of a ll participants "on a mutuall y advantageous bas is"; 
and secure "a n overa ll balance of rights and obliga tions, 
while giving due respect to national policy objectives". 
The group of members also sought: 
• Help with the strengthening o f the ir domest ic 
services ca pacity and its efficiency and competitiveness 
through access to technology 
• Improvement of their access to distribution channels 
and in formation networks 
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• 

• 

Increased marker access in secrors and modes of 
supply of export interest to rhem 
Respecr for their own nationa l policy objectives. 

Regional shares in world trade in trave l services, 2002 (%) 

Western Europe 

Asia 

North Ameria 

All other regions 

Source: World Trad e Organization ··www.wto.org 

The counrries asked co be shown "ap propri ate 
flexibi lity for opening few sectors, libera lising fewer t}'pes o f 
transactions, progressively extending market access in line 
with their development and, when making access to their 
markets ava ilable to foreign service suppliers, attaching to 

such access condi tions aimed at achieving the objectives". 
TIle communication also noted that all \TIO members 

have a right to " regulate" thei r national industries "in order to 

meet national policy objecti ves" and urged recognition of "the 
particular need of developing countries to exercise this right". 

A more recent communication by the least developed 
cou ntri es (LDCs) noted that they are " fac ing se ri ous 
d ifficu lty in address ing a number of complex issues 
simu ltaneollsl}''' and "they lack institutiona l and human 
ca pacities co analyse and respond to offers and requests. This 
should be factored into the negotiating process." 

It added: "Considering the ser io lls diHicult}' of LDCs in 
undertaking negot iated specific commitments in view of their 
special economic situation, \'(ITO members shall present 
reques ts which are compatible with the developmencal, 
economic and fi nancial needs of rhe LDCs and which a re 
limited in terms of numbers of sectors and modes of supply 
a nd scope of commitments. 

" LDCs shall retain maximum flexibility in undertak ing 
commitments in a manner consistent with their development 
needs. Members shall not seek the remova l of conditions, which 
LDCs may attach when making access ro their markets 
available ro foreign services suppliers ... For so long as they 
remain LDCs, no LDCs shall be required co offer national 
trearment. LDCs shall nOt be requested co undertake additional 
cOl11mitmcnrs on regulatory issues, which may go beyond thei r 
institu tional, regularory and administrative capacities." 

Another commun ication from the Dominican Republic, 
EI Sa lvador and Honduras noted the "bewildering se ries of 
mergers and take-overs of tour opera rors and a irlines", which 
it said " places tour ist destinations at the mercy of abuse of a 
dominant position, without being a ble to count on any 
internationally binding mechanism to counter its effects". 

The communication said international co-operation 
mechanisms like the \nO shou ld seek to ensure, in a more 
holistic way, a pro-competitive environment in this sector. It 
added: "This cannot be achieved through more specific 
commitments but through the adoption of new disciplines 
applicable to the whole cluster of tourism industri es." 

A communication b)' China (PRC) in December 2002, 
also raised concerns abom the impact of competition by large 
fore ign companies on sma ll - and medium-sized enterprises, 
especially related to access to ca pital , staff and training. The 
Chinese also expressed concern that if investment only goes 
to those geographicn l regions where there arc markets, a pool 
of quali fied labour, in fras tructure and purchasing power, it 
could impact other places in the country, thus widening the 
rich-poor income gap. 

Developing cOllntries a re a lso concerned about double 
standards. For example, Europea n countries are seeking 
libcralisarion related to the movement of people. \Vhile this 
will see a la rge shift of people to the develop ing countries and 
help reduce unemployment in the European countries, 
Europe's own I.ist of offers places some vcr}' stringent 
restr ictions about the qua lifica tions and licensing of people 
who can work in Europe. 

What does this all mean? 
In a nutshell , it means that the developed countries want 

the developing countries to " libera lise" their markets but the 
developi ng cou ntries want reciprocity, fai rness, equal 
treatment and the ability to strengthen their own industries 
and negotiating capacities first. They also want the pace of 
li bera li sa tion to be ca reful and progress ive. In other words, 
they wam a slow and steady scenario that wi ll creme 
a win-win situation for all. 

They a lso complain about quotas and other restrictions 
thar their manufactured products face in developed countries. 
Led by big players like India, Brazil and China (PRC), 
developing countries increasingly hold the view that no 
agreement is better than a bad agreemenr. 

What is the status? 
The same guiding principles related to reciprocity and 

mutual respect that the developing countries a rc demanding 
for an agreement on tourism and other services, they a lso 
wa nt in other sectors like manufactured products and 
agriculture, which are much 1110re importam to developing 
countries than travel and tourism. 

The \Xi'TO system has slowed over rhe pasr few years 
because rhe developing counrries are now holding their 
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ground in terms of these requests. For example, they are 
complaining about the subsidies that developed countries 
give their agricultu ral producers. 

Developing countries have received co nsid era ble 
ass ista nce from global non-governmental o rganisa tions 
(NGOs) and United Nations (UN) orga nisa tions li ke the UN 
Conference on Trade and Development. They have become 
more careful about the fin e print of what they a.re being asked 
to agree to. The NGOs a nd UN groups have also helped the 
developing coun tries band together in defence of their 
coml11on interes ts. As a result, many developing countries are 
turning to regional and bilatera l free trade agreements, which 
rhey believe allow them to li beralise trade and services in a 
more progress ive manner without unnecessa ry ex terna l 
pressure and in a way more suited to local condi tions. 

What happens next? 
The latest agreement reached on July 31, 2004 requires 

matket li beralisation offers in the services sector to be placed 
on the record by May 2005 . The agreement says: 
• With a view to providing effect ive market access to all 

\VTO members and in order to ensure a subsrantive 
outcome, \VfO members shaU strive to ensure a h igh 
quality of offers, particularly in sectors and modes of 
supply of interes r to developing countries, with specia l 
artentio l1 to be given to LDCs 

• Members shall aim to achieve progress ively higher levels 
of Iibera li sation w ith no a priori exclusion of any service 
sector or mode of supply and shall give special attenrion 
to sectors a nd modes of supply of export in terest to 
developing countries 

• 

• 

Members must in tens ify rheir efforts to conclude the 
negotiations on rule-making ... in accordance with their 
respective mandares and deadlines 
Targe ted technical assisrance should be provided with 
a view to enabling developing countries to participate 
effectively in rhe negotiations. 

What do PATA members have to be careful of? 
The travel and rourism industries in PATA countries 

need to be fu ll y awa re of the issues involved and ensure that 
they are they getting a fair deal, locally and regionally. They 
must study the fu ll implications of the liberalisation process, 
including competitive pressures and the impact on small - and 
medium-sized enterpri ses. Although there are deadlines 
involved, these should nOt pressure the industry in ro making 
concessions that wi ll affect its long-term future. 

The industry mUSt demand full consultarion w ith 
the nationa l t rade negotiators in o rder ro know 
what com mi tments are bei ng offered to libera lise. 
The industry must ensure that negotiato rs do not use 
concessions in travel and rourism as a bargaining chip 
for concessions in agriculture or other secro rs. Negotiarors 
must ensure they are fa miliar with rhe implications of 
what is being barga ined away. 

The pri va te and public sectors in PATA countries must 
become closer partners to co-ordinate their positions at the 
loca l and regional levels. This is to ensure that no sectors or 
countries get pla}'ed off aga inst each other in an attempt to 
squeeze concess ions out of them. 

Once an agreement is signed, one has to live wi th the 
result. Many PATA countries already have very liberal ised 
terms and conditions for investing and doing business in 
travel and tourism, including 100% ownership by foreign 
invesrors, tax concess ions and capica l repatr iation. 

PATA coun tr ies need to come up with their own 
wish-list of issues to ra ise in the upcoming talks. Unti l 
recentl y, the process and pace of libera li sa tion has been taken 
for granted, yet the terms and condi tions need to be ca refu ll y 
and slowly negotiated to ensure a fa ir dea l. 
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