Weighing the GATS on a development scale: The case of tourism in Goa
Dear colleagues and friends,

In order to further research and action on the important theme of tourism liberalization and the General Agreement on Trade in Services (GATS), tim-team has edited the following article from a recently published study, entitled “Weighing the GATS on a Development Scale: The Case of Tourism in Goa, India” (Bangalore 2003, 78 pages). The research was conducted by a team of Equations, an Indian NGO  that has been very active in the international campaign on GATS over recent years. 

The study highlights tourism development in Goa as an example to provide insight on how the tourism industry affects small communities in light of both current developments and potential developments resulting from India’s commitments within the World Trade Organisation’s GATS framework. More specifically, it helps to create a better understanding on the basics of GATS and attempts to grasp the complex issues of GATS-led tourism liberalization and what effects it has on Goa as a major tourist destination. It concludes with some basic recommendations to Indian policy-makers and GATS negotiators and argues if “tourism is to continue along its current unregulated trajectory, the state of Goa will see a distinct loss in the quality of life of its inhabitants.”  

The full text of this GATS study can be downloaded at the SOMO website : http://www.somo.nl/somo_ned/projecten/Tourism%20in%20India.pdf . 

For more information, contact K T Suresh at Equations: suresh@equitabletourism.org. 

Yours truly,

Anita Pleumarom

Tourism Investigation & Monitoring Team (tim-team)
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WEIGHING THE GATS ON A DEVELOPMENT SCALE: 

THE CASE OF TOURISM IN GOA, INDIA

Scope of the GATS

The General Agreement on Trade in Services (GATS) came into being in Marrakesh, Marocco, on April 15,1994 and was put into force on January 1, 1995. It is one of the many sub-agreements that are administered by the World Trade Organisation (WTO). Its aim is to establish a set of global trading rules for service industries. The GATS has been referred to by the WTO as “perhaps the most important single development in the multilateral trading system since the GATT itself came into effect in 1998” (WTO 1999).

Pushed in the 1980s by developed countries and their corporate lobbies, it is an agreement in which developing countries have played a marginal and defensive role. Like other agreements of the WTO, all members (as of May 2002, 144 countries were full-fledged members) are signatories to this agreement. The GATS is legally enforceable and aimed at deregulating international markets in services, including public services like education, health, water distribution, energy, communication and sanitation. Its aim is to help ensure that trading ensues and that more economies grow by giving service companies and providers more rights to entry. 

The World Tourism Organisation (WTO-OMT) states the rationale behind the GATS as follows: 

“In order to do business as effectively as possible, companies need level playing fields so that they can have equal access to natural resources, expertise, technologies and investment, both within countries and across borders” (WTO-OMT 1995,1).

The agreement aims at a progressive phasing out of government barriers to international competition in the services sector. The Scope and Definition of GATS is given in Article 1 of the Agreement:

“This Agreement applies to measures by Members (i.e. national government signatories to the Agreement) affecting trade in services […] for the purposes of this Agreement, measures by members means measures taken by central, regional or local government authorities.”

The basic mechanism of the GATS is based on commitments that member states have made regarding each service sector. That is, each country states what it is willing to reform and to what extent, sector by sector; these, by definition, are the commitments. There are 160 separate sector classifications in 12 broad groupings that nations are to give commitments on. By construction, the agreement is very comprehensive (GATT 1991). 

The commitments themselves detail the “trading rules” of each sector. By signing up to the GATS, governments are committed to engaging in new negotiation processes with the aim of achieving “a progressively higher level of liberalisation” in the service sectors. 

In February 2000, new negotiations began in Geneva, and the process has recently been accelerated after the WTO Doha ministerial meeting in November 2001. Member states began submitting requests to other Members on June 30, 2002; March 31,2003 was the initial date to respond to these requests with offers. The commitments made in each sector are made in four “modes of supply”. These modes of supply delineate how the sector is to be reformed concerning those commitments within member states.

The Modes of Supply are:

Mode 1: Cross border supply – Where the service is provided remotely from one country to another (i.e. international telephone calls, telemedicine, Internet bookings).

Mode 2: Consumption abroad – Where individuals use a service in another country (i.e. tourists traveling abroad, patients taking advantage of cheap health care in foreign countries).

Mode 3: Commercial presence – Where a foreign company sets up a subsidiary or branch within another country in order to deliver the service locally (i.e. Foreign Direct Investment in banks, hotels, hospitals).

Mode 4: Presence of natural persons – Where individuals travel to another country to supply a service there on a temporary basis (i.e. software programmers, nurses, doctors). This is different from immigration because GATS explicitly deals only with temporary movement.

Although GATS does not force any country to commit a sector, each country that does commit can request sectors from other countries in exchange for offering their own. The overall agreement by all countries to continuous liberalisation through negotiation will mean that pressure is exerted to commit sectors and reduce limitations. 

Along with the concept of service sectors and the four modes of supply, there are three other key concepts outlined in the text of the agreement itself that determine what rights the companies of member states have relating to their movement among other member states.

The GATS key concepts are:

Most Favoured Nation (MFN) treatment (Article II) – Each member shall accord services and service suppliers of any other Member treatment no less favourable than that it accords to like services and service suppliers of any other country. That is, a government must not discriminate between services or service suppliers of other members.

Market Access (Article XVI) – GATS requires Members not to put restrictions on the ability of foreign investors to enter the market if they have made bound commitments in the respective sector.

National Treatment (Article XVII) – Under the National Treatment obligation WTO Members commit themselves to treat foreign investors ‘no less favourably’ than domestic investors. This obligation applies to any measure, which may have the intended or unintended effect of discriminating against a foreign investor.

The Tourism Sector Under GATS

Tourism, considered as the world’s largest industry, is accounting for over one third of the trade of services globally (WTO 1998). The GATS in the context of tourism in incredibly complex, as tourism has spill over effects in so many other sectors of an economy. For example, if one attempts to limit an analysis of the effects of tourism on the hotel sector, a multitude of other sectors will not be addressed, which – due to the linkages between hotel services and other services - are equally relevant to consider. 

Any analysis of the hotel sector would also require an analysis of the food providers, cleaning service providers, and so on. It is precisely these linkages that make negotiations in the GATS so complicated, particularly for a country such as India, due to the relatively undeveloped policies that regulate the tourism sector. 

Indeed, many arguments have been made that an environment of undeveloped policy, combined with the need to make commitments being made without realizing precisely how the commitments made will play out in the future. These arguments are not baseless. Developed countries, particularly the US, the EU and Australia, have voiced their desire for a “clustering” approach to the liberalisation of sectors. The approach dictates that rather than opening up specific sectors, groups of related sectors would be considered as one and treated as such. 

Such an approach may be appropriate and possible for countries with well-developed regulatory frameworks related to specific sectors within a cluster, but for a country such as India it would be unfeasible and potentially dangerous given the low level of regulation that exists. 

Besides the fact that regulation in India is low, the data required to determine the extent to which specific sectors can be liberalised may not be available. Considering that the GATS effects a multitude of services in a country and that tourism is but merely one, it becomes apparent the magnitude of the reforms and commitments that are currently negotiated.

Though it has been argued in many circles that tourism provides a boon to developing countries seeking to acquire more foreign currency reserves, thereby increasing their capacity to import foreign goods and facilitate growth, reality dictates that a substantial portion of any profits earned in this sector are either repatriated outside of the country or are diluted due to leakages in the revenues accrued.

While it is true that tourism does offer employment opportunities and may act as a catalyst to further develop infrastructure, precisely what types of employment generated requires consideration. Also, while new employment may be generated, it requires a counter analysis of employment opportunities and livelihoods being lost [e.g. due to the expansion of tourism within small communities at the expense of other sectors, such as agriculture and fishery.]

The GATS national treatment obligation ensures that members do not operate discriminatory measures in favour of domestic tourism suppliers. That, however, could make it difficult for local governments to pursue policies that would help local communities or protect the environment. Moreover, an influx of new competitors into a market dominated by locally owned small to medium enterprises (SMEs) would force these firms to either become much more efficient or to fall by the wayside; it is difficult for an SME to compete with a large multinational firm offering similar services. The fact that these SMEs are locally based also implies a significant number of backward linkages into the communities; their disintegration would contribute to further losses of employment as well as diminishing the demand for locally made products to sustain hospitality services. 

Tourism in Goa and the GATS

The rise of tourism in Goa and the scale of its growth have been unprecedented in India. Combined with the liberalisation in tourism-related services that follows as a corollary due to the GATS, a number of issues urgently require analysis. The northern coast of Goa has seen significant increases in the number of both domestic and foreign arrivals over the last 20 years. The rise has resulted in a veritable explosion of construction and investment within the area. 

The consequences of this increased interest in the area are not limited to quantitative metrics. The rise in tourism has had profound societal impacts as well. With the rise in tourism, Goa has seen a parallel rise in cases of the marginalisation of women and children, a loss of traditional livelihoods, and environmental degradation.

The GATS provides distinct incentives for further investment in Goa. However, the GATS does not provide adequate safeguards to protect the communities that tourism envelops, from the negative consequences of this investment. 

The current state of domestic regulation of the tourism industry is skeletal at best. Without a comprehensive policy detailing precisely how India, and more specifically, Goa, plans to regulate tourism-related investment and its consequences, any commitments or negotiations made within the GATS is, by construction, handicapped. This handicap cannot be taken lightly; it has the potential to wreak havoc on what is already a relatively tourism-saturated area.  

Even GATS proponents will agree that a coherent regulatory framework, one that balances both economic and social agendas, is essential for any country to participate meaningfully in international trade and ensure it benefits populations in most need of income and employment. In Goa, and India, the problem clearly is the lack of such a framework to deal with the multitude of tourism impacts. 

The negative social and environmental impacts, becoming increasingly apparent, are calling to question whether further tourism development in the fragile coastal strip of Goa is a viable pathway for policy-makers to follow. The tourism sector is only indicative of the numerous problems that could arise when such an incipient regulatory environment, in a sector that is not understood by policy-makers, is locked-in under a complex and effectively irreversible legal framework, such as GATS. 

The lack of data and other deficits – developmental, environmental and democratic – are entrenched in the GATS negotiations. A standstill in the negotiations and devoting time for bridging these deficits, we believe, is the rational choice for India.

Recommendations

What is required is a BETTER UNDERSTANDING OF TOURISM. More specifically, we are of the opinion that any negotiator must have a holistic view of tourism that allows for more than simply viewing the industry as a vehicle for investment and growth. Tourism must be considered for all its effects, including those on the environment, local job markets, local communities, and local economies.

Negotiators must also ADDRESS THE LACK OF DOMESTIC POLICY that exists in India today regarding tourism, and formulate a policy that provides explicit boundaries rather than objectives. Attempts must be made to RECTIFY THE LACK OF DATA NEEDED TO MAKE THESE POLICIES.

The decentralized democratic process that is detailed in the Indian Constitution must be adhered to. That is, LOCAL GOVERNMENTS NEED TO PLAY A GREATER ROLE in accepting or rejecting tourism-related investments.

Before this, however, the general lack of clarity within the GATS requires illumination. Attempts must be made to CLARIFY THE TERMINOLOGY OF THE GATS to allow policy-makers to better understand what the implications of any binding commitments are. 

Finally, the Ministry of Commerce alone cannot address tourism as this industry has effects on a wide spectrum of sectors, including the environment, labour, and human rights. What is required is COORDINATION AMONG THE RELEVANT CENTRAL MINISTRIES AND STATE GOVERNMENTS IN INDIA to deal with the effects of tourism on society before any further commitments are made. The International Covenant for Economic, Social and Cultural Rights and other human rights treaties and conventions to which India is a signatory can be used as normative frameworks.

Based on the case studies presented in this study, it can be stated that if these recommendations are not adhered to, and tourism is to continue along its current unregulated trajectory, the State of Goa will see a distinct loss in the quality of life of its inhabitants. 
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NOTE: The articles introduced in this Clearinghouse do not necessarily represent the views of the Tourism Investigation & Monitoring Team (tim-team).

