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Abstract: An overview of tourism in general, and in Africa in particular, within GATS
rules on Tourism is the starting point of this study to develop a number of
considerations. Firstly, some of the bottlenecks and potential for Tourism development
in Africa will be listed, as well as how the present state of WTO negotiations affect
tourism development in the region. Secondly, this study will analyse commitments by
African countries to WTO rules pertaining to tourism, trying to input this tentative
outcome into a technical backstop for a continental negotiating stance by African
countries for the maximum benefit of tourism to African growth
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1. Introduction

The services sector has become an important contributor to overall development of many
countries, both in terms of its contribution to foreign exchange earnings as well as to Gross
Domestic Product (GDP). The world market for services has been growing at an average rate of 5
percent per year in the last decade, and it is projected to grow at about 3 percent in this decade
(pre-11 September forecasting figures). Although Africa still remains at the periphery of trade flows
in services, growth of trade in services was pre-September 11 expected to reach 5 percent per year
in this decade.

One of the crucial institutions for trade is The General Agreement on Trade in Services
(GATS), which is based on three basic negotiating objectives. These are to create a multilateral
framework of principles and rules regarding services trade and elaboration of possible disciplines
for individual services sectors; to expand trade in services in a transparent manner and through a
continuous process of liberalisation; and to promote the economic growth of all trading partners
and the development of developing countries through progressive services market opening

The General Agreement on Trade in Services classifies trade in services into four modes of supply.
These are: cross-border supply - which is supply of services from the territory of one member to
that of another member; consumption abroad - which is supply of a service in the territory of one
member to the service consumer of another member; commercial presence - which is supply of a
service by a service supplier of one member, through commercial presence, in the territory of
another member: and presence of natural persons - which is supply of service by a service supplier
of one member, through presence of natural persons of a member in territory of any other member.
Furthermore, the main provisions of the GATS are related to four basic tenets: an obligation not to
discriminate between service suppliers of other members (Most Favoured Nation obligation); the
increasing participation in world trade in services for developing countries; complete coverage of
all service sectors, with no service sector being excluded; and an obligation to provide national
treatment and market access to services supplier of other members.

Within this context the main outcome of the Doha WTO Ministerial Conference was an

agreement to launch a “new round of multilateral trade negotiations” to be completed by 2005.
Specifically the Doha Ministerial Declaration states that negotiations on trade in services shall be
conducted with a view to promoting economic growth of all trading partners and the development
of developing and least-developed countries. The Declaration acknowledges the work already
undertaken in the negotiations, initiated in January 2000 under Article XIX of the General
Agreement on Trade in Services (GATS), and the large number of proposals that have so far been
submitted by Members on a wide range of sectors and several horizontal issues, as well as on
movement of natural persons.
Moreover, the Ministers re-affirmed in Doha the “Guidelines and Procedures for Negotiations”
adopted by the Council for Trade in Services on March 2001 as the basis for continuing the
negotiations, with a view to achieving the objectives of the General Agreement on Trade in Services,
as stipulated in the Preamble, Article IV and Article XIX of that Agreement. Member states were
requested to submit requests for specific commitments by 30 June 2002 and initial offers by 31
March 2003.

Under current negotiations on trade in services, countries are provided with leverage to
decide on the content and pace of liberalisation in trade in services. There is no automaticity as
regards sequencing and content of liberalisation of trade in services at the country level. Besides,
the number of sectors that a country wishes to commit for liberalisation is not prescribed.
Nonetheless, countries are required to provide a schedule of commitments, even if they commit
only one sector.!

One of the key areas of services is tourism and its importance in developing economies
cannot be understated. In this regard the United Nations has declared the year 2002 as the UN
International Year of Eco-tourism and many workshops and conferences will be organised for this
purpose. The Economic and Social Council of the UN stressed the need to promote tourism within
the framework of sustainable development so as to meet the needs of present tourists and host

'United Nations Economic Commission for Africa, African Economic Research Consortium, and Organisation of Africa Unity:
Negotiations on Trade in Services, WTO Policy Briefs, October 2001
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countries and at the same time maintaining essential ecological processes, cultural integrity and
life-support systems.

Because of the importance of tourism as a component of trade in services, many African countries
will wish to pay particular attention in formulating their negotiating strategies and more
importantly in drawing up commitments as well as requests and offers, a formidable challenge
especially for LDCs in view of their weak negotiating capacities. This study is intended to shed
some light on the challenges African countries face in achieving the goal of expanding tourism in
their countries and obtaining a balanced negotiating outcome in the context of GATS negotiations
in the WTO.

In other words, this study will analyse the overall tourism industry potential with particular
reference to Africa, in Section 1. In the second section it will place this potential within the GATS
framework governing the tourism industry, identifying challenges and potential within these rules.
Finally the paper will try to evaluate the sustainability of the tourism industry in Africa as one of
the stated objectives of WTO.

Section 1
2. Current Status of Tourism in Africa

Tourism is a great contributor to Africa’s development, both in terms of employment generation,
contribution to Gross National Product as well as to export earnings. If this is the case in many African
countries, there are misbalances among countries and sub-regions. The tourism industry in Africa has
reached 27.6 million arrivals and receipts of US$10.7 billion in 2000, yet the potential of the continent
is much higher, both in strictly economic terms and also as a unique opportunity for many African
countries to attain meaningful poverty reduction and an improvement in the standards of living of
their people. For example in two-thirds of least developed countries (LDCs), tourism was among the
first five exports in 1998 (DFID).

Despite these promising figures, a number of factors have undermined tourism development in
many African regions. These factors include poor infrastructure, such as roads, electricity and
water supplies; insufficient accommodation; unsatisfactory public health services; poor
telecommunication facilities, and in a number of cases security problems. Furthermore, delays in
applying more efficient management systems and the persistence of practices that impede their
competitiveness have also contributed to slow development of the tourism industry. This is
particularly evident in the pricing of tourism services. Another major weakness is the lack of a
business environment able to set up a financial system suited to cater for the special needs of small
and medium-sized businessesz, like the tourist ones.

Some of the reasons why tourism in Africa is not as developed as would be expected can also be
found in the structural constraints and institutional weaknesses that impinge on the continent’s
growth. Income, institutions, the political environment and human capital have been identified
amongst the critical contributors to Africa’s development (UNECA), to help the continent to
achieve its development goals, i.e. poverty reduction, social development, real per capita income
growth, health improvement, equity distribution of resources, political stability. To accomplish
those objectives, on the economic side Africa needs to sustain growth rates of at least 7%, against
the current continental average of 4 % (UNECA). Fostering the private sector development, as the
principal engine of growth, is one of the main challenges for the years ahead: it will take time
before Africa will reach the international standards to compete on the world markets.

A negative factor impinging on tourism figures in the continent is certainly the political and social
instability common to several African states. These countries will have to give serious attention to
these problems and develop strategies oriented to improving safety, security and public health,
while at the same time using the most effective promotional tools to enhance their image in
generating markets. As a matter of fact, Africa is often seen as a region affected by violence and

? Unctad is presently undertaking a study on tourism focussing precisely on: private sector; small and medium size enterprises and
leakages
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armed conflicts. The regional conflicts that sporadically break out and the insecurity in some
countries are also affecting those nations that are not directly involved; many destinations are thus
mistakenly caught up in this negative perception. The promotional activities launched to
counteract these situations are extremely important in order to convey a correct portrayal of the
situation at all times, gaining credibility and confining problems to their real dimensions.

The perceived instability of African countries has further increased after the September 11
events in the United States, which heightened worldwide security risks for tourists and other
travellers. The impact of the September 11 on the worldwide tourist industry has not, however,
been uniform. Some countries and regions have been much more negatively distressed than others
by these events. The most negatively affected have been the Middle East and some Asian regions.
While a global drop from 697 million tourists in 2000 to 689 million in 2001 was already a sign of
cooling off of outbound tourist flows — due to the world economic slowdown - the last four months
of 2001 decisively contributed to the negative trend, with a decrease of 11precent worldwide. The
Middle East recorded a decline of 30 percent after September 11, followed by the Americas and
Asia (-24 percent) and East Asia and the Pacific (-10 percent).

Africa, on the other hand, recorded a decline of only 3.5 percent in tourist arrivals for the period. In
the first eight months of 2001, international arrivals in Africa increased by 3percent, in line with
international arrivals worldwide, which grew by 3percent as well, more than one point lower than
the average annual gain of 4.3 percent over the past ten years. These figures are in great part due to
strong growth in North African countries Tunisia and Morocco during the early part of 2001.
However, in the September 11 aftermath, tourism figures sharply dropped. For example, after a
promising 8 percent rise in the period January to August, Morocco lost 6.9 percent in October
2001, 22 percent in November and 1.6 percent in December.

Taken individually, African countries reacted differently to the outcome of September 11 events. In
some way the immediate effect was mitigated over time, but this has to be qualified by the
origination markets of reference of the destination countries. For instance, Europeans tended to
have resumed travel much quicker than their North American counterparts. Accordingly, South
Africa had a drop of 1.9 percent in 2001 due to its high dependence on long haul USA market.
Generally, those African countries that depended heavily on US outbound travel experienced a
greater impact on their tourism industry from the September 11 events, than those that were less
dependent on the U.S.A market. The crisis of the tourism industry in the Moslem world following
these events also impacted negatively on the global industry and on some Muslim African states.

Notwithstanding the above, tourism has tended to develop, albeit unevenly in Africa, with some
countries and sub-regions benefiting much more than others. This indeed is the case with countries
such as Egypt, Kenya, Mauritius, Morocco, Tunisia and South Africa. For instance, the North
African sub-region has gained much more from tourism than other sub-regions. As a general rule,
African countries, which have had better overall economic performance over the years, have also
done better in tourism. Tourism is in fact a relevant industry in all the five good performing African
economies (G5), Morocco, Mauritius, Tunisia, South Africa and Botswana, which have been able to
sustain reforms and achieve structural diversification.

A sub-regional analysis of tourism in Africa clearly reveals the structure and content of the industry

in various sub-regions as well as the main origin of tourists arriving in African countries. For

example, Northern Africa is still the sub-region that attracts most tourists from Europe, although it

has lost more than 20 percent of its total share to South Africa, most likely because of its

dependence on the European market itself (57 percent of all arrivals in Northern Africa), while only

8 percent of its share originates from within Africa. On the other hand, 71.2 percent of South

Africa’s tourist arrivals are intraregional.

The other sub-regions of Africa have different sources of tourism in general, with for example,

Eastern Africa having the largest percentage of inter-African tourist arrivals. What comes to mind

immediately is the possibility of two main areas of study:

e Regional co-operation to achieve a more equitable flow of tourism receipts

e A co-ordinated negotiating stance on trade in services for the tourism sector in the African
continent.



At the political level this is recognised through NEPAD, one of the most important documents

concerning Africa’s development, which has identified the expansion of tourism as one of the

principal engines for growth.

In operational terms, NEPAD goes on to suggest sub-regional and national objectives with

continental action plans.

At the regional/national level NEPAD proposes the following:

- To identify key “anchor” projects at the national and sub-regional levels, which will generate
significant spin-offs and assist in promoting interregional economic integration;

- To develop a regional marketing strategy;

- To develop a research capacity in tourism;

- To promote partnerships such as those formed via sub-regional bodies. An example is the
Regional Tourism Organisation of Southern Africa (RETOSA).

Whilst the continental action plan is at the African level, namely:

- Forge co-operative partnerships to capture the benefits of shared knowledge, as well as provide
a base for other countries to entering into tourist-related activities;

- Provide the African people with the capacity to be actively involved in sustainable tourism
projects at the community level;

- Prioritise consumer safety and security issues;

- Market African tourism products, especially in adventure tourism, eco-tourism and cultural
tourism;

- Increase regional co-ordination of tourism initiatives in Africa for the expansion and increased
diversity of products;

- Maximise our benefits from the strong interregional demand for tourism activities, by
developing specialised consumer-targeted marketing campaigns.

In this study a similar approach is taken, as will be seen later; namely the action plan for tourism
should be at the continental level since this allows some form of economies of scale, regional
integration and the sharing of development costs especially for infrastructure and marketing.

Strong bases for expanding tourism in Africa exists, but the current results of tourist
arrivals, although on the increase, do not adequately reflect the continent’s potential (See Figures
1&2). Africa’s tourism strength is to be found in the diversity of its products, originality of
destinations, natural and cultural assets and the fact, true for all tourist destinations that the
tourist comes to the product.

As can be seen from Figure 2, the world market has been growing at an average rate of 5 percent
per year in the last decade, and in 1997 Africa had the largest increase in tourism arrivals,
compared to all the other regions of the world. The projections for the future are good, with the
WTTC/Wharton Econometrics forecasting a growth rate of 5 percent in this decade, compared to a
3 percent growth rate worldwide. The projections go on to state that increasingly tourism will
account for a large proportion of GDP in sub-Saharan Africa.

In this sense, tourism can help to unlock opportunities for the poor. Although poor countries only
command a minority share of the international tourism markets, in 11 of the 12 poorest countries
tourism is a significant part of GDP (DFID). The economic growth of this sector does affect the
overall growth of the economy; this growth can also be equitable if certain strategies are adopted.
The pro-poor nature of the economic growth of tourism is due to a number of factors, namely:

e The ‘customer” comes to the product and creates opportunities for additional sales

e Tourism inherently is more labour-intensive and employs a higher proportion of women

e A tourism product based on culture, natural assets and local communities is precisely one
based on the generally excluded economic groups

e Tourism has greater positive impacts in underdeveloped areas than other industries, due to its
rapid development pattern and greater involvement of the informal sector

e Tourists come to the destination, reducing the financial, logistic, legislative and marketing
problems related to targeting customers abroad

e Tourism often fit with existing livelihood strategies, representing an additional diversification
to current activities, like grazing or farming, for instance providing extra cash or income during
drought periods (Christie and Compton, 2001).
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Besides, in the last ten years, a series of changes have led to the rise of alternative forms of tourism,
as confirmed by data that clearly indicate a fall in package holidays and a parallel increase in
alternative forms of tourism, such as eco-tourism, adventure tourism, cultural tourism, rural
tourism, community based tourism and others. Eco-tourism alone now represents between 2 and 4
percent of global tourism market (WTO). These new forms of tourism reflect western societies’
rising interests for environmental and development issues. Consequently, due to demand driven
necessities for tourists of customized products, there is a higher probability of controlling the
“leakage effect”, that is the amount of foreign exchange that leaves the destination country due to
the high import factor. The customised tourism option allows in fact a more stringent control on
flows within the economy than standardised holiday packages.

The flow of tourists to a particular destination is to a large extent determined by the global tourism
industry in a rather complex pattern. This decides to a large extent the small margins earned by
tour operators and other economic agents, whilst on the other hand, it permits customised tourism
(including African destinations) to have higher margins. As can be expected this type of tourism is
generally higher incomes oriented, but like other types of tourism must meet the competitive
criteria of the industry itself.

Instead, the creation of a highly competitive product is due to a number of conditions, among the
others: effective information, competitive prices and high standard customer service. Tourism is a
demand driven market in an interactive way, where it is the tourists who, to a certain degree,
decide the tourism trends, although the tourism industry itself is a good deal responsible for the
direction that tourism flows will take. From here the importance of these key competitive factors
for tourism practitioners.

Other competitive factors are more destinations specific, like the presence of natural and cultural
resources, the existence of human resources and financial and technical infrastructures; as well as a
government policy framework for tourism, a thriving private sector that provides primary services
to the tourism industry, consolidated private-public partnerships, widespread good governance
principles, among the others. In this sense, governments, more than the industry, create the basis
for the competitiveness of the respective national tourism sectors on the world market, maintaining
and enhancing the natural and built assets which attract visitors and guaranteeing their safety.

Thus an appropriate policy framework is crucial to create the conditions for a sustainable tourism
development in the long run — sustainable in economic, social and environmental terms. For
example, the prices of resorts and/or hotels in Africa have a price limit for their competitiveness,
since the weight of the airfare, given poor airline infrastructures in Africa, is very high. This
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determines bottlenecks on the supply side of pricing policies as well as a tendency to move away
from mass tourism, although there have been and there are still African countries with high
tourism arrivals, which are considered mass tourism destinations. The existence of bottlenecks on
pricing policy as well as a deliberate choice to protect and limit the negative effects of tourism on
the natural assets/environment on which it is built, give rise to a policy choice by African countries
in favour of sustainable tourism.

Yet the most important aspect is that whether mass or sustainable tourism is identified, the
economic cross-sectoral nature of the tourism industry is similar. This can be explained by the fact
that tourism expenditures have a flow-through or catalytic effect on the economy in terms of
production as well as employment. This process originates a demand for local suppliers of
consumer intermediate goods depending on the level of economic development and capital
equipment. The supply of such goods can stimulate the development of small businesses as well as
create links with the informal sector. These links are not automatic but have to be enhanced.

Another crucial area is the institutional framework in which tourism investors operate,
whether foreign or domestic. They will be attracted to invest in the tourism industry in a specific
country or destination only if the macro-economic framework is conducive to private sector
investments. In this sense, investors in tourism are not different from those in other sectors.
Macro-economic policies that create such an enabling environment should foster stability,
confidence and predictability by aiming at (Christie and Compton, 2001):

e A stable, inflation-free economy, in which growth of GDP shows an improving trend with a
perceived sense of continuity in fiscal policies, with a tax system that is no more onerous than
in competing destinations;

e A sound management of the balance of payments, with no restrictions on imports needed for
construction and operation of private investment activity and a competitive exchange rate;

e Free movement of profits and capital;

¢ Open pricing policies;

¢ Incentives for private sector investment where necessary.

Within the macro-economic framework so defined, it is also highly desirable to aim for:

e An effective public sector and local administration through adequate wage and benefit policies,
with penalties for inefficiencies, particularly corruption;

e A sound banking system with links to external markets, a credit system available to foreign
investors and a local or regional capital market;

e Policies and/or incentives for the progressive removal of infrastructure constraints and the
development of an efficient telecommunications system.

Investors will also evaluate critically the country’s legislative and regulatory framework. Among the
issues they will weigh in the balance are:

¢ Good governance and the absence of political upheavals;

o Effectiveness of and continuity in corporate and contract law.

Private sector investors should be able to enter into contracts with enforceable mechanisms for:

Conflict resolution;

Access to land and property titles, with a transparent cadastral registry system;

Property laws must be enforceable with reasonable transaction costs;

Labour laws that balance the interests of employee and employer;

Licensing systems that are equitable and in which the licenses are obtainable at reasonable
transaction costs;

e Laws that protect the safety and security of locals and visitors, with enforceable penalties;
e Through public education, a local population that is receptive to foreign visitors.

The policies described above, although particular to the tourism industry, are based on a “no-
regrets” policy in terms of its “liberalising effect on the whole economy”. In other words the policies
delineated above have become “standard policy sets” for all economic activity. The overall



framework for tourism does not differ, although a pro-poor national policy option would envisage
more distribution plus growth type of policies.

Section 2
3. Tourism in the General Agreement on Trade in Services

International tourism has a very substantial impact on trade levels, as well as on foreign
exchange earnings. Tourism ranks in the top five export categories for 83 percent of countries of
the world economies, where direct spending by international tourists amounted to 8 percent of
world exports in 1999. The estimate prior to September 11 was for tourism to generate worldwide
5.5 million jobs in this decade.

According to World Tourism Organisation tourism is a significant activity in almost half of the low-
income countries and in nearly all the lower-middle income countries (over 5 percent of exports or
2 percent of GDP), employing one in ten workers worldwide.

Despite the importance of tourism in the world economy, many have criticised the manner
in which tourism has been dealt within the framework of the General Agreement on Trade in
Services (GATS). Some of the specific criticisms are exposed in this chapter.

In the General Agreement on Trade in Services, category 9 “tourism and travel related
services” of the Services Sectoral Classification List (MTN.GNS/W/120) covers four sub-sectors:

A) Hotels and restaurants (incl. catering) CPC 641-643
B) Travel agencies and tour operators services CPC 7471

C) Tourist guides and services CPC 7472

D) Other

The World Tourism Organisation has expressed its will to revise this unsatisfactory classification in
the current negotiations on trade in services. The basic argument is that the current definition of
“tourism” in the GATS is wrongly based on the assumption that tourism produces or supplies a
homogenous product or service like traditional industries, while instead it is a collection of
products and services, ranging from airlines to catering, to entertainment, and many others. This
view is also stressed by the Tourism Satellite Account, devised in 1993 at the UN Sustainable
Development Committee, which takes the flow-through effect into consideration and which is
based on a demand-side concept of economic activity. The TSA is a conceptual framework to
measure the contribution of tourism to an economy in an internationally comparable way, breaking
down visitors’ expenditures to analyse the direct and indirect effects of tourism in terms of
generation value-added, employment, personal income, and government income.

Despite the significant amount of progress already accomplished in the tourism sector, a

significant amount of limitations still remain. Around 120 Members (considering EU as one) have
made commitments in the tourism sector, more than in other services sector. Nonetheless, the
complete liberalisation of the industry is far from being achieved, even at the level of the limited
classification W/120.
First of all, the WTO includes 144 countries, “only” 120 of which made commitments in tourism.
The importance of GATS commitments in tourism is strictly connected to the promotion of
domestic and foreign investment, because a greater number of commitments guarantee a more
stable and favourable environment for potential investors.

Using charts 2 &3 and their feeding data as a reference, we attempted a first analysis of WTO
Members’ commitments in tourism.

The charts show the level of commitments of WTO Members in tourism, respectively under market
access - that guarantee a certain level of access to domestic market for foreign companies under
GATS - and national treatment - that, in services, guarantee an equal treatment for nationals and
foreigners where specific commitments have been taken - for each of the four modes of supply.

The level of commitment is full (purple) where no limitations are present; it is partial (red) where
limitations are present or commitments have not been made in all sub-sectors and modes of
supply; the yellow colour indicates that no commitment has been made (unbound).
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« While Members with tourism commitments have all made commitments under the sub-category
A (Hotel and restaurants), there are less than 100 commitments under “travel agencies and
operators”, less than 60 under “tourist guides services”, and less than 20 commitments under the
“other” sub-category. Of the 120 Members making tourism services commitments, only about one-
half have made commitments in three or more sub-sectors.

Chart 2 - MODE OF SUPPLY FOR NATIONAL TREATMENT
Level of Commitment of GATS Members
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« Among the four modes of supply for services previewed by GATS — cross border supply,
consumption abroad, commercial presence, and presence of natural persons — tourism is
particularly represented in the mode of “consumption abroad”. A relatively high number of
commitments under “consumption abroad” reflects the nature of the tourism product, which is a
service supplied to foreign service consumers — the international tourists — in the territory of
another Member. This means that foreign tourists are free to access a vast range of services in the
destination country; still, many restrictions to their freedom to consume abroad persist, as in the
case of limitations on foreign currency possession.

« In both “commercial presence” and “presence of natural persons”, there are more limitations
under market access than under national treatment. This outcome is explainable with Article XX of
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