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Introductory Remarks

Thank you Mr. Chairman, Ambassadors, and Representatives of Member States for the kind invitation that you have extended to IATA.

We welcome the opportunity to participate in this Symposium and to share our views on the proposal for a new Tourism Annex to the GATS.

My name is Richard Smithies and I am the IATA Director of Policy Analysis, Government and Industry Affairs and Secretary of the IATA GATS task force.

From the outset, I should like to make it clear that the airline industry is opposed to including passenger-related air transport services in the proposed Tourism Annex. 

Air Transport and the GATS today

As you are no doubt aware, the coverage of air transport under the GATS is determined by the Annex on Air Transport Services. 

As things stand, this Annex excludes traffic rights and all services directly related to their operation. The reason for this exclusion from the GATS was that international air transport is governed by a complex network of more 3,500 bilateral agreements between States. 

The bilateral system continues to provide States with control over the speed and the way in which they liberalise market access to their aviation markets. Relations between States continue to be based on the principles of reciprocity and fair and equal opportunity to compete. 

Bilateral agreements also provide effective procedures for handling disputes involving anti-competitive practices, market access issues and a wide range of other services related to the provision of air transport as well as computer reservation systems. I shall come back to this later.

Developing countries in particular value the bilateral system as a known and effective means of protecting their national interests in a liberalising and competitive marketplace.

The Annex on Air Transport Services specifically extends GATS coverage to three services – Computer Reservation Systems, Selling and Marketing of air transport services and Aircraft Repair and Maintenance.

Furthermore, paragraph 5 states that the Council for Trade in Services “shall review periodically and at least every five years, developments in the air transport sector and the operation of this Annex with a view to considering the possible further application of the Agreement in this sector”. 

The first review by the Council began last year and is still continuing.

Industry views on air transport and the GATS

In preparation for this review, an IATA developed an industry position on air transport and the GATS. These views are set out in a position paper that has been circulated. 

Let me share some of the conclusions with you: 

· with few exceptions, airlines do not see the GATS as the vehicle for fundamental reform of international air transport at this time;

· ICAO remains the inter-governmental agency best qualified to take account of the particular characteristics, regulatory arrangements and structure of the air transport sector; 

· there is a strong preference in the industry for air transport services to continue to be dealt with on a sectoral basis, and not to be negotiated together with other services on a comprehensive basis;

· nevertheless, the review of the Air Transport Annex presents the opportunity to clarify the scope of the coverage of air transport services that are directly related to the operation of traffic rights;

· finally, there is a growing belief that a hybrid system can be developed that would permit multilateral and bilateral arrangements to co-exist depending on regional preferences and needs.

The WTO secretariat has produced several excellent and comprehensive documents describing developments in the air transport sector to provide documentation for the review by the Council. 

The Services Division is to be warmly congratulated on this work and I would strongly recommend these studies to anyone interested in understanding what is happening in this complex and dynamic business, from both a regulatory and economic perspective.

I would like now to address some of the questions raised by the proposal for a Tourism Annex, which is the focus of this Symposium.

First, what is the basis for the Tourism Annex?

“Tourism and Travel Related Services” for the purposes of filing GATS commitments have been defined by Category 9 of the Services Sectoral Classification List. This covers four sub-sectors: hotels and catering, travel agencies and tour operator services, tourist guide services and other services.

However, the recently developed Tourism Satellite Account system is now being used as the basis for an Annex on Tourism Services that would group a broader “cluster” of tourism-related services. 

We have heard how the Tourism Satellite Account system was developed with the support of WTO/OMT and WTTC as a national accounting tool to better measure the impact of tourism on national economies. 

In addition to the traditional tourism services, this “cluster” approach expands the list to include air, sea, rail and road passenger services, certain financial services, navigational aids and tourism information services.

This is a comprehensive list and would increase the importance given to tourism. However, IATA does not consider that the TSA provides a sufficient rationale for a Tourism Annex that would include air transport services when these are already covered by the GATS Annex on Air Transport.

Second, why include air transport in a new Tourism Annex?

So what other reasons can be advanced for including passenger air transport services in the Tourism Annex? 

On 14 October 1999, the Dominican Republic, El Salvador and Honduras presented a Communication (S/C/W/127) to the Council for Trade in Services. This refers to a series of seminars and meetings organised by the World Tourism Organisation and by UNCTAD in 1994, 1998 and 1999. 

Having participated in two of these meetings, I was surprised to read that “one common element of these events was the insistence of participants on the need to focus on the tourism sector as a whole for the purpose of multilateral trade negotiations, to include travel reservation services, air and other transportation services and other travel-related financial services.” This was not my recollection of events.

The reason for including CRS and air transport becomes more apparent in a second communication from the same States dated 20 November 2000. This states: “if the development of tourism is to be sustainable, there must be additional disciplines to overcome the obstacles to trade in tourism caused by anti-competitive practices in network services”.

The key proposition then is that tourist destination countries, and in particular those in developing countries, are placed at, I quote, “the mercy of abuses of a dominant position”. 

While this may or may not be true, the only sources referenced for these assertions are publications of the WTO-Tourism and UNCTAD. Neither of these bodies have a direct responsibility for or knowledge of air transport matters.

Third, what are the consequences of a Tourism Annex? 

Including air transport services in a GATS Tourism Annex would have several consequences. 

First, it would eviscerate the existing Annex on Air Transport by taking out two of three services covered – maintenance and repair of aircraft and CRS. 

Second, it would split the air transport sector by including passenger transport, wet leasing, supporting services including ground handling and airport services and navigational aids. 

Anything to do with freight would be excluded. In practical terms this would pose difficulties for airlines and governments.

Third, as this would only leave marketing and selling of air transport services in the Annex on Air Transport Services. Presumably this would make it necessary to reopen negotiations on the Air Transport Annex itself. 

It seems clear then that this proposal would have significant consequences for the existing legal framework of the GATS.

Airline industry changes

It is relevant at this point to say a few words about some of effects of changes brought about the progressive liberalisation of the airline business.

Clearly liberalisation has resulted in increased competition and has forced airlines to restructure their operations. 

Everyone is familiar with the development of hubs, alliances, commercial arrangements of one kind and another, revenue management systems, evolving distribution systems and the growing reliance on e-commerce. 

However, these changes are not unique to the airline business.  The only sure thing is that if you do not constantly adapt to the marketplace your chances of surviving will certainly be diminished.

At the same time, airlines have been constrained in their ability to adapt to meet market and regulatory changes. These limitations include growing airport and airspace constraints, environmental considerations and foreign ownership restrictions. 

Liberalisation and competition law

Liberalisation has also led national competition authorities around the world to assume a more important role.

Airlines and other industry business partners, like CRS providers, must comply with the antitrust laws of jurisdictions where the effects of their operations may have an impact.

This also raises questions of extra-territoriality since a single transaction, activity or arrangement can trigger antitrust compliance issues in a number of countries.

An important feature of the industry is that it has developed a global network of air services based on a coherent multilateral framework. This requires co-operation between airlines and needs exemptions or immunity from antitrust laws for airlines to agree on service standards and interline fares.

An interline fare is one that allows a consumer to purchase a single standard ticket, in one currency, in a single transaction for carriage over the lines of more than one carrier, while providing the flexibility to change flights, carriers and routings if desired. The interline system also allows you to check your baggage through to your end destination.

At the same time, airlines remain completely free to offer on-line and market fares that are distinct from IATA interline fares. These are usually cheaper and less flexible, particularly in terms of carrier and routing choice.

Unfortunately, the continued functioning of the global airline network can no longer be taken for granted. 

IATA is firmly committed to defending this unique multilateral system that has been developed over half a century. 

One of IATA’s goals in the coming years will be to defend procedures that enable every country to continue to enjoy access to the global network.

Dispute settlement

Presumably an important reason for placing passenger air transport in a Tourism Annex is to gain access to the unique WTO Dispute Settlement system. Is this really necessary to resolve airline disputes?

As it is worded now, the GATS Annex on Air Transport Services states that “dispute settlement procedures of the Agreement may be invoked only where obligations or commitments have been assumed by the concerned Members and where dispute settlement procedures in bilateral and other multilateral arrangements have been exhausted”.

All air service agreements contain articles relating to anti-competitive practices and dispute resolution. Complaints are usually handled and settled directly by the States involved in an expeditious manner.

The situation involving CRS practices and disputes is rather more complicated for two reasons. First, possible anti-competitive practices were addressed beginning 18 years ago in regulations or codes adopted by ICAO, the US, the EU, ECAC, Australia and Canada. 

CRS rules are periodically revised to take account of market and technological evolution. Indeed, both the US Department of Transport and the European Commission have reviews pending.

A second reason is that computer reservation systems are already covered by the GATS. 

Conclusion

The current version of the draft Annex on Tourism was considered last November at a meeting of the WTO-Tourism Working Group on Liberalisation in Madrid.

Industry interests represented at this meeting were limited to IATA and WTTC. IATA’s presence reflected our concern at the inclusion of air transport in this document and we clearly stated our opposition. WTTC also shared our concern.

We would suggest that the proposed Tourism Annex would have benefited from the greater involvement and contribution of other tourism and travel industry partners to better highlight shortcomings in the existing commitments for tourism services.

In closing, I would like to make three points:

First, the creation of a Tourism Annex is an important undertaking and should therefore include all interested parties in the drafting process.

Second, if the proposed Tourism Annex is put in place, it should not include any part of the air transport sector. 

And third, to end on a positive note, IATA supports the informed and transparent way in which the review of the GATS Air Transport Annex is being conducted by the Council for Trade in Services. 
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