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. AGREED CONCLUSI ONS ¥

The Expert Meeting exam ned ways and neans of strengthening the capacity
for expanding the tourism sector in devel oping countries, with particular focus
on tour operators, travel agencies and other suppliers; it also considered the
relation of air transport and gl obal distribution systens to the tourism sector
The experts reached the follow ng agreed concl usi ons and recomendati ons.

A. Addressed to the international community

1. An internationally agreed definition of the tourism sector should be
universally applied; this would facilitate the acceptance and inpl enentation of
a uniform system of tourism accounting neasures ("satellite accounts”) which
woul d provide a clear neasurenent of the role of the tourismsector in economc
devel opnent and trade. Such a system could then be used in international
negoti ati ons on services, for which adequate statistics and policy analysis are
a necessary prerequisite.

2. (a) Further liberalization commitnents on trade in tourism should be
negoti ated under the General Agreement on Trade and Services (GATS). An annex
on tourism services may be required, conprising, inter alia, regulatory issues
such as definitions, conpetitive safeguards, access to information, fair and
transparent use of global distribution systens, |inkages between tourismand air
transport, and security conditions for service contracts.

(b) The rel evant provisions of GATS should be fully inplemented, or, if
necessary, new provisions should be devel oped, to prevent unfair conpetition
arising fromdiscrimnatory practices in the i ssuance of visas to tourists which
favour certain tour operators and travel agents.

(c) Articles IV and XI X of GATS should be effectively applied to the
tourism sector, by adopting neasures which effectively foster greater
partici pation by devel oping countries in international trade in tourism services.

3. Ef fecti ve mechani sns, including nechanisnms for joint inplenmentation, to
deal with anti-conpetitive practices in the tourismsector and rel ated sectors
should be identified, in order to deal with the effects on trade of contractua
practices relating to exclusive dealing, vertical integration and the abuse of
dom nance, particularly as regards new entrants to the industry.

4, Multil ateral and regional financing institutions should give priority to
appropriate strategies for the environnmentally and financially sustainable
devel opment of tourism and related sectors, in particular for financing

infrastructure projects, the provision of nodern teleconmunications services
under pro-conpetitive regulatory reginmes, and human resource devel opnent
activities.

5. I nternational organizations and donor countries should also increase their
efforts in training and capacity-building in the field of tourismin devel opi ng
countries, including the effective use of conputer reservation systens, gl oba

Y As adopted by the Expert Meeting at its closing plenary neeting on
10 June 1998.
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di stribution systens and the Internet to maxim ze their earnings fromtourism
and to neet international standards.

6. The probl ems of air access of devel oping countries, particularly the | east
devel oped countries, should be addressed with a view to preventing the
mar gi nal i zati on of those countries.

B. Addressed to national Governnents

7. Devel opi ng-country Governnents are invited to foster cooperation and
col | aboration efforts with the private sector and l|ocal comrunities in the
devel opnment and nmanagenent of the tourismsector in order to study, identify and,
where necessary, renove obstacles to its devel opment, and in order to better take
advant age of the opportunities arising fromthe high I evel of growh foreseen for
the sector globally.

8. Governments are invited to adopt conprehensive policies to ensure
envi ronment al and econom c sustainability and to i ncrease the attracti veness and
quality of tourismservices, including such el ements as exchange rates, inproved
i mage, human resource devel opment, investnent in infrastructure and so on

9. Devel oping countries are invited to consider the various options avail abl e
for financing tourism infrastructure projects, such as governnent outlays,
financing by nultilateral and regional financial institutions, concession of
services to the private sector through buil d-operate-transfer schenes, and
foreign direct investnment. Investnment policies should encourage interlinkages
between snmal |l and nedi um sized enterprises.

10. Nat i onal Governnments are invited to review the fiscal treatnent of the
touri smsector and take the necessary fiscal neasures to foster its growh and
devel opnent, and avoi d taxing exports.

11. Covernnents are invited to ensure that inmgration regulations facilitate
t he nmovenent of tourists and natural persons involved in the supply of tourism
servi ces.

12. Covernnents are invited to devel op and, where avail able, effectively apply
conpetition policy in the tourism and related sectors, by, inter alia,
prohibiting anti-conpetitive clauses such as exclusive dealing, inport

requi renents in franchi sing contracts and the abuse of dom nance in air travel.

13. Devel opi ng-country Governnments are invited to foster the devel opment of
regional tourism within the context of regional and subregional agreenents,
i ncludi ng common tourismand air transport policies.

14. Devel oped countries are invited to consider the adoption of nechanisns to
encourage the export of tourismservices by devel oping countries, including by
facilitating the establishment of devel oping-country tourist offices, fisca
measures and so on.

15. Devel oping countries are invited to seek the collaboration of tourism
authorities and of private-sector experts in fornulating their negotiating
objectives in the tourism sector and foll ow ng through the compl ete process of
negoti ati ons, through their respective consultative procedures.
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16. Tourism and transport policies should be consistent and nutually
supportive. Developing countries are invited to prepare thenselves for effective
participation in the future nmultilateral negotiations under GATS and the possible
revi sion of the GATS Annex on Air Transport Services.

17. Speci al attention should be paid to strengthening the bargai ning positions
of tourismservice suppliers in developing countries; in particular, Governnents
are invited to lead efforts to devel op new nodel contracts to use in negotiations
with tour operators and other suppliers, which may include, inter alia, insurance
agai nst non-paynment by internediaries.

C. Addressed to UNCTAD

18. UNCTAD and the W rld Tourism Organization should continue their
col | aboration on all aspects of tourismtrade and devel opment.

19. UNCTAD should cooperate with the Wrld Tourism Organization and the
CGovernment of Tunisia in the organization of an international conference which
this country has offered to host, in order to discuss concrete ways and measures
to inprove the rel ationship between devel opi ng-country touri smservice suppliers
and agents operating in the main tourist originating markets, so as to achieve
better and nore sustainable business operations in the international tourism
i ndustry.

20. UNCTAD, in collaboration with the World Tourism Organization and ot her
rel evant organizations, should provide technical assistance to devel oping
countries, particularly | east devel oped countries, both at the governmental and
business levels, in preparing for negotiations in several foruns relating to
trade and devel oprment in tourismand rel ated services.

21. UNCTAD, in collaboration with the World Tourism Organization and ot her
rel evant organizations, should conduct studies on specific issues of interest to
devel opi ng countries, including: the issue of |eakages from the sector; the
i mpact of all-inclusive tours on the financial sustainability of the tourism
sector in devel oping countries; and the devel opment of a nodel for integrating
| ocal communities in the formulation, inplenmentation and managenent of tourism
proj ects.

22. UNCTAD, with the assistance of the appropriate international organizations,
shoul d conduct a study on the feasibility of alternative nodalities for including
air transport services in plurilateral or multilateral negotiations on services
(including a possible revision of the GATS Annex on Air Transport Services),
considering, inter alia: the inplications of adopting trade disciplines
partially or conpletely; the incorporation of a sectoral protocol with trade
di sci plines; regulatory commtnents; and other mechani snms of collective decision-
maki ng.

23. G ven the inmportance of air transport services for tourism and taking into
account the provisions of Article V of the GATS Annex on Air Transport Services,
t he Comm ssion should consider convening an expert nmeeting on air transport
servi ces.
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. CHAI RPERSON' S SUMVARY

A.  Formul ation of tourism devel opnent policies and strategies

1. The inmportance of tourism can be measured by its share in enploynent,
forei gn exchange earnings, investnent and fiscal revenues, and by its overal

contribution to devel oprent. Tourism contributes to devel opnent through its
spill-over effects on other areas of economic activity, whereby it creates

addi ti onal social and econom c benefits for the tourist-receiving country.

2. Nevert hel ess, in many countries the tourism sector has not received the
attention it deserves in national devel opment policies. The main reasons for
tourism not receiving attention commensurate with its econom c inportance,
including in sone international organizations, are:

(a) It is arelatively recent industry, as conpared to manufacturing and
nmore traditional services;

(b) A common international definition of what constitutes the tourism
i ndustry has only recently been adopted. However, there are as yet
no internationally accepted standards for neasuring the economc
i mpact of the sector. To rectify this, work has been undertaken on
the treatnment of the tourism sectors in the system of national
accounts (through so-called "satellite accounts”). Once this conmon
standard is not only internationally agreed but also universally
applied, it wll be possible to assess the overall economc
i nportance of the tourism industry in different countries and to
draw i nternational comparisons.

3. The formul ati on and i nplenmentati on of national tourism devel opment plans
and programmes should be undertaken Dby national Governnments in close
col | aboration - at all stages of the process - wth private-sector

representatives, as well as local communities and |local authorities. Only in
this way can the views and priorities of all stakeholders be duly taken into
account and the sustainability of projects ensured. This approach also allows
for consideration of the interdependency between tourism and the ecol ogical
cultural and social dinensions of countries. Mreover, such collaboration should
ensure that |arge conpani es support and cooperate with small and | ocal businesses
and act in a transparent way.

4, There are inportant differences in the nature of international tourism
demand and tourismflows between different destinations (e.g. business, |eisure,
transboundary, expatriates, visits to friends and famly, religious, cultural
ecological). These differences have to be carefully analysed and duly taken into
account when formul ating national tourism devel opnent strategies. Another factor
that has to be incorporated in these strategies is the concept of sustainability
in two different dinensions: the econom c and the environmental.

5. I f adequate tourismdevel opnent policies and strategies are to be designed
and i mpl emented, access to information on the international tourism market and
devel opnments in it is essential. This also includes access to information

t echnol ogy.
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6. When designing tourism devel opment policies, devel oping countries should
identify and take into account all the barriers which can potentially limt the
expansion of their tourism sector. The nost inportant ones are

(i) restrictions on the nmovenent of tourists; (ii) restrictions on the work of
professionals in the tourismsector; (iii) limtations to real-estate property
rights; (iv) restrictions on the right to manage tourism conpani es; (v) sectoral
regul atory restrictions; (vi) anti-conpetitive practices stemring fromthe abuse
of dom nance by tour operators (including vertical integration, exclusive dealing
and refusal to deal); (vii) difficulties associated with the delivery of visas;
(viii) limtations in access to and the use of global distribution systens; and
(ix) insufficient availability or inadequacy of air transport services to and
fromtourist-receiving countries.

7. Leakages of foreign exchange earnings are a maj or obstacle to the positive
contribution of tourismto devel opnent. Leakage is the process whereby part of
the foreign exchange earnings generated by tourism rather than being retained
by tourist-receiving countries, is either retained by tourist-generating
countries or remtted back to them It takes the form of profit, incone and
royalty remttances; paynments for the inmport of equipnent, materials, and capita
and consuner goods to cater for the needs of international tourists; the paynent
of foreign loans; various mechanisnms for tax evasion; and overseas pronotiona
expenditures. However, this phenomenon has not yet been adequately studied, and
further work needs to be done in order to assess its extent and to identify the
mechani sms through which it takes place, as well as to devise strategies to
m nimze its occurrence.

8. Countries nust design policy packages to make thenselves nore attractive
to tourists and to inprove the bargaining position of their tourism service
suppliers. Tourismservice suppliers should adopt marketing strategi es which we
ai med at:

(a) Being pro-active, by identifying target markets and actions to
capture them

(b) I mproving the marketing m x and diversifying the tourism product
supply - as the total free time increases in devel oped countries (as
a result of denographic and | egislative changes) and as devel opi ng
countries and countries in transition becone |arger tourist-
generators, the demand for differentiated tourism products

i ncreases;
(c) Increasing the attractiveness of the product;
(d) Capturing niche markets - in order to do so, a careful analysis of

speci fic customer groups (e.g. by age or ethnic origin) in tourism
generating countries needs to be done. The |latter can then devel op
products which cater for the specific needs, demands and lifestyles
of these niche custoners.

9. In order to increase average expenditure by tourists, countries, while
taking into account their religious and cultural traditions, may consider
changi ng the opening times of shops, so as to facilitate the access of tourists.
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Moreover, they nmay considering developing the production of typical and
differentiated products, such as handicrafts.

10. One of the main ways to expand tourismin devel oping countries is through
regi onal cooperation nmechani sns. Col | aborati on between nei ghbouring countries
and regional partners in the field of tourism has been undertaken in recent
years, particularly in the context of regional trade agreenents. These
initiatives enhance two types of tourism

(a) I ntra-regional tourism Worl dwi de, the bulk of internationa
tourism flows take place wthin the same region. However,
devel opi ng countries have traditionally concentrated nost of their
efforts on the larger generating nmarkets of devel oped countries.
Only recently have they realized the potential of developing
regional tourism and seriously targeted this market, with very
positive results.

(b) Extra-regional tourism This type of tourist flow is enhanced by
mechani sms adopted jointly by regional partner countries, such as
t he devel opnent of joint regional circuits, regional air passes and
joint pronotional activities.

11. The experience of Spain - one of the npst successful countries in
i nternational tourismdevel opnent - may provi de gui dance to devel opi ng countri es,
many of which are in a simlar situation to that of Spain 30 years ago. Spain's
touri sm devel opnent basically underwent two phases. The first phase relied on
strong backing of the State, including through the creation of hotel and tourism
school s, investnment in infrastructure, promption of the destination abroad, the
provision of credits for tourism devel opnent projects and the establishment of
the paradores network, which set an inmportant benchmark for quality standards in
the hospitality sector. During this initial phase, Spain had to deal wth
several of the problens which plague touri smsuppliers fromdevel opi ng countries,
such as the bankruptcy of tour operators; in order to tackle this problem the
country set up a guaranty fund. The second, and current, phase is characterized
by a nore focused role for the Governnent, the deregulation of transport
(including air transport) and of tour operators, and the rise of donestic
touri sm which has strengthened national tourismservice suppliers and provided
a counterwei ght to the power of tour operators.

B. Ways to increase the bargaining power of devel opi ng-
country tourism service suppliers

12. The negotiating capacity of tourism service suppliers from devel oping
countries is largely determ ned by the foll ow ng factors:

(a) Attractiveness of the country. The nmore attractive the country, the
stronger its negotiating capacity. The attractiveness of the
country depends on the follow ng factors:

(i) Relative prices: these, in turn, are strongly influenced by
macr oeconomnmi ¢ policy and fiscal policy. Macroeconom ¢ policy
(exchange rates and fiscal policies) can have a very strong
i mpact on tourist flows. Overval ued exchange rates inpair
countries’ conpetitiveness and reduce international tourist
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flows. This has been a particularly acute problem for nmany

Latin Anerican countries recently. Fiscal policy in many
devel oping countries places a heavy tax burden on tourism
service suppliers (particularly small and nediumsized

enterprises). Wile nost CGovernnments provide for tax and duty
drawback paid by exporters of goods, this is wusually not
applied to exports of tourism services.

(ii) Quality of tourismservices: this is increasingly demanded by
i nternational customers, so service suppliers in devel oping
countries should pay attention to this factor. Enhancing the
quality of the tourism product is also a way to inprove its
quality/price ratio. Suppliers of tourism services have to
ensure the quality of all elenents of the tourism product
(including transportati on, accommodati on, personal services,

etc.). Ideally, policies to enhance the quality of tourism
servi ces shoul d be undertaken through cooperati on between the
public and private sectors. Inproving the quality of tourism

services was identified as a source of further growh in the
sector in developing countries, enhancing their chances of
achi eving econonmic and environnmental sustainability.

(iii) Economic proximty vis-a-vis the main generating markets:

this factor includes the availability of transport
(particularly air transport) to and fromthe country and the
conditions attached to the supply of such services. 1In this

respect, devel oping-country Governments should carefully
analyse the relationship between tourism policies and
transport policies, so as to ensure that they are
conpl ementary and nutual |y supportive.

(iv) Image of the country: a country's inmage is negatively affected
by natural and man-nmade disasters. Travel warnings issued
unilaterally by the GCovernnents of the main generating
markets, while aimng at the security of their nationals, tend
to overenphasi ze the risks of destination countries and often
remain in place after the causes that justified the warnings
have been renoved. Another related problem for sone
devel oping countries is the wunilateral certification of
airports in tourist-receiving countries, which may jeopardize
air traffic to these countries (and, consequently, its tourist
flows) and eventually affect the viability of these countries’
airlines.

(v) Resources and infrastructure: these define the capacity of
countries to absorb increasing flows of visitors using various
means of transportation. | nadequat e provision of these
resources generates a poor first inpression of tourist-
receiving countries and often |leads to the energence of a few
transport carriers in dom nant positions in air and maritine
servi ces.
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(b) Degree of dependence on the main tourist-generating markets. The
pronoti on of both domestic and regional tourism can result in a
strengt hened bargai ning position for tourismservices suppliers from
devel opi ng countries. Regi onal econonmic and trade integration
schenes provide the framework for enhancing regional tourist flows.
Experience has shown that international tourism devel opment only
becomes sust ai nabl e when donestic touri sm acconpani es internationa
tourist flows.

(c) Avail ability of information. The position of suppliers would be
greatly strengthened if they shared information on contractual
conditions, given that there is often a situation in which a few
organi zed buyers confront a | arge nunber of uncoordi nated suppliers.
Suppliers’ associations could play a useful role in spreading this
type of information. In other words, tourismservice suppliers in
devel oping countries should cooperate in order to conpete
Moreover, tourismservice suppliers also need access to informtion
on the international market and the | atest devel opnents in it.

(d) Domesti c regul ation. This is necessary to prevent unfavourable
clauses frombeing included in contracts (franchi sing contracts with
i nport requirements, exclusive dealing, reservations wthout
deposit, inadequate repaynment periods and other exanples were cited
by vari ous speakers).

(e) Operating and negotiating capacity of local suppliers. The
negoti ati ng power of |ocal suppliers can be enhanced by policies to
devel op human resources, including those aimed at training in the
use of new technol ogi es.

C. Infrastructure
13. The availability of an infrastructure for tourismis an essential elenent
of successful tourism devel opment strategies. However, it is frequently an

i mpedi ment to tourism expansion in countries where that infrastructure is
deficient. This is particularly true in the case of the transport, hotel and
t el ecomuni cations infrastructure. The main reason for deficiencies in
infrastructure is the scarcity of public funds to finance projects, given that
infrastructure projects have traditionally been the responsibility of the State.
However, there are a nunber of ways to overcone the financing constraints facing
St at es:

(a) Fi nancing by regional banks and by nultilateral fi nanci al
i nstitutions. Such financing can be used in a nunber of ways
i ncl udi ng: (i) financing of public-sector projects, as has
traditionally been the practice; (ii) provision of funds for private
conpani es whi ch operate public concessions; (iii) direct financing
of projects developed by the private sector (though wusually
CGovernnments are still required to provide guaranties).

(b) Concession of services to private-sector operators, both donestic
and international. This option nobilizes private capital and
therefore bypasses the issue of nobilization of public funds;
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however, the assistance of the international conmunity may be
required in establishing the appropriate |egal framework.

(c) Bui | d- operate-transfer policies. Not only do these operations place
no burden on public budgets, but they may also foster the
participation of local conmunities in tourism flows and their
benefits.

(d) Foreign direct investnment. This can also be conmbined with sone of
the options nentioned above (e.g. concessions, build-operate-
transfer operations).

D. Human resource devel opnent

14. G ven the inmportance of the quality aspect of the tourism product and its
| abour intensity, the pool of human resources available for tourismin a given
country is a fundanental factor in the successful devel opnent of this industry.
It requires, inter alia, managerial, technical and |anguage skills. Therefore,
devel opi ng countries nust nobilize and strongly devel op their human resources in
order to expand their exports of tourism services. This includes the
establishment of technical, mddle and hi gher-level schools of hotels, tourism
operations and tourism managenent.

15. In order to develop their human resources for the tourism sectors,
devel oping countries should receive technical assistance from the relevant
i nternational organizations. Mor eover, international financial institutions

shoul d provide financing for human resource devel opnent and capacity-building
progr amres.

E. Internati onal standards in the tourism sector

16. St andards, which have traditionally been applied to industrial goods, may
al so cover services in general and tourismin particular. Consultations with the
mej or stakeholders in the tourism sector and with consumer associations have
reveal ed strong support for the devel opment of international standards in this
sector. They would offer a neans of ensuring and assessing the quality of
tourismservices. Gven the growi ng inportance of the quality aspect of tourism
standards will be increasingly needed and applied by the industry.

17. The International O ganization for Standardization (1SO is in the process
of devel oping international standards for tourismfor their voluntary adoption
by the international community. This process needs to be approached wth
caution, so as to avoid setting standards which coul d becone barriers to trade
in the tourism sector and inpair the position of devel opi ng-country suppliers.
To this end, article VI of the General Agreement on Trade in Services (GATS) on
domestic regulation is being fully taken into account.

F. Conpetition issues

18. Anti -conpetitive practices appear to have a major inpact on trade in
tourismservices and on the ability of devel oping countries to benefit fromthis
trade. Therefore, they should be addressed by the international community and
by national Governnments, which should cooperate to this end.
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19. Privatization policies should give attention to competition aspects, so
that privatization does not result in the replacenent of public nonopolies by
private ones engaging in anti-conpetitive practices.

20. As well as drawing attention to potential anti-conpetitive practices in the
operation of public services, the experts repeatedly drew attention to severa
exanpl es of private anti-conpetitive conduct, such as: (i) exclusive dealing
cl auses incorporated in contracts between tour operators and hotels in devel opi ng
countries; (ii) clauses on inmport and supply requirenents in franchising
contracts; (iii) abuse of domi nance resulting in significant entry barriers, such
as the allocation of airport slots.

21. Conpetition issues have to be | ooked i nto when anal ysi ng access to gl oba
distribution systens and to air transport (e.g. the potential anti-conpetitive
effects of the reduction in the nunber of airlines as a result of the
consol i dati on, concentration and privatization of the air transport industry).
Nati onal conpetition policies are needed and sone nultilateral mechanismis
necessary to counter the effects on trade of mergers, cartels and abuse of
dom nance. Several experts saw this as a prerequisite for the further
liberalization of air transport at the multilateral I|evel.

G The tourismsector in GATS

22. The tourismsector, as defined in the schedul es of concessions incorporated
into GATS, is subject to a high degree of liberalization, particularly under the
comer ci al - presence and consunpti on-abroad nodes of supply. Still, the com ng

round of rultilateral negotiations will provide an opportunity for the refinenent
of the offers, the expansion of nmarket access under other nodes of supply and the
i ncorporation of the necessary regulatory conm tnents.

23. The trend towards overall trade |iberalization, including the
i beralization of investnment reginmes, has been followed by increasing
restrictions on the movenent of people. The GATS schedul es on tourism services
contain many commitments on comerci al presence, but |ess on the other nodes of
supply. The next round of nultilateral negotiations on trade in services under
GATS should aim at a conprehensive |iberalization of all aspects of tourism
services. This could be incorporated into a sectoral annex which would al so
provi de disciplines on anti-conpetitive practices (access to information, fair
and transparent use of global distribution systens, |inkages between tourism and
air transport, and security conditions for service contracts).

24, It is essential that international trade negotiators from devel oping
countries, in fornulating their negotiating positions, should collaborate closely
with officials fromnational tourist authorities and experts fromthe private
sector, so that the latter can provide them with a clear vision of tourism
priorities and ensure the followup to the negotiating process.

25. At the international |evel, UNCTAD, the World Tourism Organization, the
International CGvil Aviation Organization and other rel evant organi zati ons have
a crucial role to play in carrying out studies on the above-nentioned issues and
in helping developing countries to prepare their negotiating position and
participate effectively in the international negotiations on trade in tourism
services. They should work in <close collaboration, so as to ensure
conpl enmentarity and avoid overl ap
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H  Air transport
26. Air transport plays a crucial role in the developnment of tourism in
devel opi ng countries, since it accounts for approximately 80 per cent of their
tourist arrivals. In nost cases there is no alternative to air transport to
reach tourist destinations in developing countries. However, the I|ack of

coherence between air transport and tourism policies can seriously erode the
potential of those countries' tourismsectors.

27. The air transport industry is undergoing structural changes due to the
processes of liberalization, privatization, internationalization, consolidation
and concentration of air carriers. Mny devel opi ng-country airlines are striving
to adapt to this trend

28. Li beralization is taking place at the bilateral and regional |evels
(including through "open skies" agreenents). The fact that |iberalization
initiatives have taken place in the context of nultilateral and regiona
agreenents inplies that it is restricted to certain areas and that a country may
of fer conpletely different conditions to other countries depending on the kind
of agreenment it has with each of them The possibility of a nultilatera
i beralization of air transport has been studied, but no initiative has been
taken to carry it through. Mor eover, there appears to be little chance of
progress in this direction in the near future.

29. Wth regard to the eventual liberalization of international air traffic,
there is a divergent trend to restrict market access in donestic services
(i ncluding cabotage), which creates an unfair conpetitive advantage for carriers
fromcountries with |arge domestic narkets. These carriers have often pursued

international |iberalization through the bilateral or regional route. Havi ng
i ncreased their market access to international routes, while benefiting from
protection in the domestic market, these countries’ large carriers cross-

subsi di ze their international operations through high air-fares in the domestic
market. Such practices further increase their nonopoly power, to the detrinent
of other competitors, and reduce the chances for the conpetitive devel opnent of
internal tourism

30. For devel oping countries facing the structural changes in the internationa
air transport industry, the issue at stake is not whether they should or should
not have national carriers, but rather whether it is in the interest of
devel opi ng countries’ CGovernments to keep subsidizing national carriers and be
involved in their managenent. Devel oping countries could choose policy options
to ensure an adequate density of air traffic as an alternative to protecting
national carriers. These options include regional alliances, associations with
mej or airline alliances, code-sharing, |easing, franchising, and contractua
arrangenents with other airlines.

31. There is a risk that air carriers which have acquired a dom nant position
in the market as a result of ongoing structural change will abuse their position.
This may happen, for instance, when an airline or an alliance of carriers
achi eves a nmonopoly situation on given routes. To limt this risk, the
devel oprment and enforcenent of conpetition rules nust acconpany |iberalization

The relationship between air transport and conpetition policy requires that
devel oped countries should elimnate sectoral exenptions to air transport and
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that adequate mnultilateral nechanisns should be in place to deal with the effects
of abuse of domi nance beyond the borders of the country in which airlines have
their major place of business. Countries have to be vigilant in this respect.

32. The GATS Annex on Air Transport Services is due to be exam ned and possi bly
revised in the year 2000. Devel oping countries have to consider carefully al
possi bl e options, which may not all involve the full incorporation of the air
transport sector into GATS, bearing in mnd that the revision may deal wth
i ssues such as subsidies and anti-conpetitive practices. To develop a sound
position, all domestic authorities with an interest in the issue (e.g. mnistries
of tourism trade and finance, as well as air transport regulators) should be
consulted, as well as the private sector, which is playing an increasingly
crucial role in air transport. UNCTAD and the World Tourism Organi zation shoul d
assi st devel oping countries in analysing the prevailing market and regul atory
situation and in devising a range of options to be considered when formulating
negoti ating positions. This applies both to the forthcom ng revision of the GATS
Annex on Air Transport Services and to negotiations in other international
foruns.

33. Safety and security are a key issue. Al efforts should be nade to ensure
that the new trends towards privatization and |iberalization do not conprom se
safety and security.

34. In order to harness the forces driving the growth of tourismin devel opi ng
countries, these countries should address the need to wupgrade their
infrastructure; develop their human resources in the field of air transport;
initiate the deregulation and pro-conpetitive re-regulation of air transport,
with the enphasis on the participation of the private sector and competition; and
achi eve econom c and environmental sustainability by mnimzing |eakages and
i mpl ementing quality standards at all |evels of the supply chain

I. dobal distribution systens / Conputer
reservati on systens (CRS)

35. G obal distribution systens/conmputer reservation systens (GDS/CRS) have
become crucial in international tourism because of their increasing use as a
di stribution channel and nmarketing tool for tourismproducts. They cater for the
needs of different segments of the market, including the nanagenent of air and
I and transport services, the hospitality sector and entertai nment services, as
well as other ancillary services which nake the commercial transactions and ri sk
coverage feasible. As a result, they have become increasingly inportant and are
extensively used by all suppliers of tourismservices, such as tour operators,
travel agencies, restaurants, hotel chains and car rentals, small and nedium
sized enterprises, and i ndependent consuners of tourism products. GDS, however,
are not the only way to enhance tourism pronotion through el ectronic means. At
the [ evel of product and market analysis, for instance, |ocal suppliers may find
that marketing through the Internet may prove to be nore effective in reaching
their own markets than connecting to GDS

36. Access to GDS is a critical variable in the business operations of
devel opi ng-country touri smservice suppliers. A study should be prepared on how
to prombte access to these systens and on the conmpetition issues raised by access
to them Miltilateral regulation of these matters should be consi dered, nmaybe
as part of the sectoral annex on tourism
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37. There has been an enormous and increasing mass of electronic econom c
transactions as a result of the interface between GDS/ CRS and ot her suppliers of
tourism services and the Internet. Wb sites are increasingly used to provide
a virtual market place allow ng i ndependent travellers and suppliers to interact
on-line to conplete their transactions and paynments for services, in many cases
wi t hout internediaries. The share of on-line incone generated by electronic
transactions will increase dramatically in the major originating countries

Forecasts point to a gromh in the nunber of potential buyers from25.3 mllion
in 1996 to 71.9 mllion in 2002. As a result, it is expected that on-line incone
will increase fromUS$ 276 million to US$ 8.9 billion over the sane period. It
is predicted that 8.8 per cent of buyers of tourismw |l nmake their purchases on-
line by 2002.

38. In the light of the increasing inportance of GDS/CRS as a tool for
marketing and trade efficiency, its development is a crucial element in the
i mpl ementation of policies and strategies for tourism devel opnent. Efforts

should be made to provide developing countries with effective and | ower-cost
access to themand to infrastructure, equipnent and on-line services. Devel oping
countries rely on the support of the international conmmunity for such access.

39. As has been said of the tourism sector in general and air transport in
particul ar, human resources are extremely inmportant in the operation of GDS and
other electronic nedia. |If full use is to be nade of nodern technol ogy, people

must be trained to master them and their application to marketing. Specific
trai ning programes need to be provided by the public and private sectors, with
t he backing of the international community.

40. Some GDS owners and integrated suppliers still pursue some unfair
practices, particularly with regard to the following: the neutrality of screen
di splays, which are sonetines biased in favour of integrated suppliers;
restrictions in access to encryption algorithns for reasons of national security;
and network facilities and the inconpatibility of systems and technol ogies.
Submi tting CGDS operations to effective nultilateral disciplines and dispute-
settl ement mechanisnms (e.g. during the next round of GATS negotiations) would
have a substantial effect on trade and anti-conpetitive practices.

41. Ther e have been exanpl es of GDS/ CRS being used to i nprove efficiency in the
adm nistrative procedures of immgration authorities. In Australia, for
i nstance, an electronic travel authority system (allowing entry visas to be
i ssued electronically by travel agents or airlines) and an advanced passenger
processi ng system (to allow pre-clearance of passengers) have been devel oped.
These systens are based upon an existing CRS and airline systeminterface, and
when connected to a national inmmgration system they enable the inmgration
authority to speed up inmmgration-processing and reduce the cost of processing
visas, while still maintaining border security.
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[11. ORGANI ZATI ONAL MATTERS

A. Conveni ng of the Expert Meeting

1. In accordance with the reconmendati on made by the Conmi ssion on Trade in
Coods and Services, and Commodities at the closing nmeeting of its second session
on 21 Novenber 1997,% the Expert Meeting on Strengthening the Capacity for
Expandi ng the Tourism Sector in Devel oping Countries, with Particular Focus on
Tour Operators, Travel Agencies and O her Suppliers was held at the Pal ais des
Nations, CGeneva, from8 to 10 June 1998. The neeting was opened on 8 June 1998
by M. Rubens Ri cupero, Secretary-General of UNCTAD.

B. Election of officers

(Agenda item 1)

2. At its opening neeting, the Expert Meeting elected the follow ng officers
to serve on its Bureau:

Chai r person: M. Federico Cuello (Dom nican Republic)

Vi ce- Chai r person-
cum Rapporteur: M. Joaquin de Arcenegui (Spain)

C. Adoption of the agenda

(Agenda item 2)

3. At the same neeting, the Expert Meeting adopted the provisional agenda
circulated in TOYB/COM 1/EM 6/ 1. Accordingly, the agenda for the Meeting was as
fol | ows:

1. El ection of officers
2. Adopti on of the agenda
3. Strengthening the capacity for expanding the tourism sector in

devel opi ng countries

4, Adoption of the outcone of the Meeting

2 See Report of the Comm ssion on Trade in Goods and Services, and
Commodities on its second session (TD/ B/ 45/2-TD/ B/ COM 1/ 15), paragraph 33.
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D. Docunentation

4, For its consideration of the substantive agenda item (item 3), the Expert
Meeting had before it a report by the UNCTAD secretariat entitled "International
trade in tourismrelated services: issues and options for devel opi ng countries”
(TD/ B/ COM 1/ EM 6/ 2) .

E. Adoption of the outcone of the Meeting

(Agenda item 4)

5. At its closing neeting, on 8 June 1998, the Expert Meeting adopted the
agreed concl usions reproduced in section | above, and authorized the Chairperson
to prepare a summary of the Meeting (see section Il above).
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Annex
ATTENDANCE */

1. Experts fromthe follow ng States nenbers of UNCTAD attended the
nmeeti ng:
Al geria Madagascar
Argentina Mal aysi a
Austria Mexi co

Bangl adesh Mongol i a

Bot swana Mor occo

Br azi | Nepa

Bur ki na Faso Ni geri a

Bur undi Peru
Canbodi a Phi | i ppi nes
Chi na Pol and

Costa Rica Romani a

Cote d’'lvoire Russi an Federati on
Cuba Saudi Arabia
Cyprus Sl ovaki a

Czech Republic South Africa
Denocratic Republic Spai n

of the Congo Sudan

Dom ni can Republic

Egypt

Et hi opi a

France

Cer many

Chana

Guat enal a

Qui nea

Qui nea- Bi ssau
Hondur as

I ndi a

I ndonesi a

Iran (I1slam c Republic of)
Italy

Japan

Kenya

Lao People’'s
Denocratic Republic

2. The foll owi ng intergovernnenta
nmeeti ng:

Eur opean Conmmunity
Latin Anmerican Econom c System
Organi zation of African Unity

Per manent Secretariat of the Genera

I ntegration
Worl d Tourism Organi zation

*/ For the list of participants,

Swit zer| and

Syrian Arab Republic

Thai | and

The Former Yugosl av
Republ i ¢ of Macedoni a

Trini dad and Tobago

Tuni si a

Tur key

Uganda

Uni ted Ki ngdom of G eat
and Northern Irel and
United States of America
Ur uguay

Venezuel a

Yemen

Zanmbi a

Zi mbabwe

Britain

organi zati ons were represented at the

Treaty on Central

see TD/ B/ COM 1/ EM 6/ | NF. 1.

Aneri can Econom ¢
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3. The foll owi ng specialized agencies and rel ated organi zati ons were
represented at the neeting:

I nternational Labour Organisation
International Civil Aviation O ganization
World Trade Organi zation

4, The International Trade Centre UNCTAD/ WO was represented at the
nmeeti ng.

5. The foll owi ng non-governnmental organizations were represented at the
nmeeting:

CGeneral Category

Worl d Confederati on of Labour
Worl d Federation of United Nations Associ ations

Panel lists, resource persons and specially invited participants

Panel | i sts

M. Luis Abugattéas, Advisor, Chanber of Commerce and |ndustry, Lima, Peru
M. Charl es Dudl ey, Econom st, Econom c Policy Section, Air Transport Bureau,
International Civil Aviation Oganization, Mntreal, Canada

M. Francesco Frangialli, Secretary General, Wrld Tourism Organization
M. Filipe Gonzal es Abad, Director General, Savia Amadeus, Mdrid, Spain
M. Geoffrey Lipman, President, Wrld Travel and Tourism Council, London,

Uni ted Ki ngdom

H E. M. Slaheddi ne Maaoui, M nister of Tourismof Tunisia

M. Roger J. Payne, Market Sector Mnager, Travel Distribution and
Government, Airlines Worldw de Tel ecomruni cati ons and I nformati on Services,
London, United Ki ngdom

M Francois Vellas, Professor, University of Toul ouse, France

M. Dawid de Villiers, Deputy Secretary General, Wirld Tourism Organization
and former Mnister of Tourismof South Africa

M. Stephen Wheatcroft, Director, Aviation and Tourism International, London,
Uni ted Ki ngdom

Resource persons

M. Henryk Handszuh, Chief, Quality of Tourism Devel opment, World Tourism
Organi zati on

M. Roger Wthers, Director, Tourism Partnership, United Kingdom

Ms. Sophie Civio, International Organization for Standardi zation, Ceneva,
Swit zerl and

Specially invited participants

M. Erye Edinval, Université Antilles Guyane, France

M. Alain Maurin, Université Antilles Guyane, France

M. Bernard Poirine, Professeur, Université Francaise du Pacifique, Tahiti

M. Carlos Santos, Professeur, Universidade dos Agores, Portugal

Ms. Lucky Rochoux, Assistante, Université de |a Réunion-France, St. Denis,
Réuni on

M. Jean-Yves Rochoux, Université de |a Réunion-France, St. Denis, Réunion

M. Francois U | mann, Consultant, HEXA, Geneva, Switzerland



