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This submission is submitted by International Trade Strategies Pty Ltd, Level 2, 60 Collins Street, Melbourne, VIC 3000. Telephone: 03 9654 8323 Fax: 03 9650 7622

1. Background to the submission

The General Agreement on Trade in Services (GATS) is a World Trade Organisation (WTO) Agreement which provides a framework of rules for international trade in services. It for the first time extended internationally agreed rules and commitments, broadly comparable to those that apply to trade in goods under the General Agreement on Tariffs and Trade (GATT), into the body of WTO trade rules. 

GATS is really the first step in progressive liberalisation of trade in services on a multilateral basis. The agreement itself contains a timetable for further progressive liberalisation on international trade in services. At the Doha Ministerial Meeting in 2001, WTO members affirmed that negotiations to liberalise trade in services would continue.

The aim of the GATS Agreement is to get members to apply common rules on how foreign services providers can deliver services in national economies and also reduce over time, the barriers to the provision of these services. The idea is that greater competition in the delivery of services will increase competitiveness in the economy and improve the quality of services provided.

2. Liberalisation of trade in services under the GATS Agreement

The importance of trade in services

The services sector constitutes an increasingly important part of the global economy. It is the largest sector in most national economies. It is largest, as a share of total output, in industrialized economies, for example, comprising over 72% of output in Australia and 80% of the output of the US economy. It is also important in low-income developing economies services, for example, accounting for 50% of output in some African economies.
Services is the largest and fastest growing sector of the world economy. For the past two decades, trade in services has grown faster than trade in goods. Although the share of services in world trade is still smaller than its share of national production, comprising about 20% of world trade in 2001, the true size of trade in services is usually understated by statistics. 

Services are also important to the national economy. First, they are a generator of growth and trade in their own right. Expansion of services industries creates jobs. As economies expand, services sectors become the largest providers of jobs, including jobs in foreign markets. 

Second, services have a strategic importance throughout all other economic activities.  Competitive services industries such as telecommunications, banking, transportation and financial services are critical if other sectors of national economies are to be competitive. This is becoming more important for countries as we move into the Information Age.  

The importance of trade in services to the Australian economy

Services are critical to the Australian economy. The service sector accounts for over 72 % of GDP and is a major generator of jobs and income, comprising 80% of the share of employment. Total Australian services trade is also significant, worth about $57 billion in 2001/02 with exports worth about $31 billion. Tourism, travel and transportation as well as business services, are of major export importance to Australia, worth $9.3, $7.6 and $3 billion respectively in 2001/02. Exports of education services are also important in the form of foreign students consuming education services in Australia. In 2001/02 they alone were just over $4 billion and are still growing. 

Benefits of liberalisation of trade in services under the WTO GATS Agreement

Given the growing importance of trade in services, liberalisation under the GATS Agreement offers significant benefits for WTO members, including Australia.

Initial commitments to liberalise trade in services under the GATS Agreement have been modest relative to trade in goods. Significant barriers still remain. Australia faces restrictions on market access and discriminatory treatment in many overseas markets with respect to services. Likewise, Australia itself also maintains restrictions with respect to foreigners providing services in Australia.

Further reduction of barriers faced by Australian service providers in other countries, provides an opportunity for Australia to expand its exports of services in overseas markets under the GATS framework, such as in tourism, transportation and business and education services.

In an increasingly globalized world, not only are traditional barriers to trade in services important, but also technical requirements associated with services that can inhibit trade and the free flow of business. Liberalisation of services under the GATS now also provides opportunities to address these sorts of barriers, such as easing the movement of  workers across borders to provide services and providing for cross-recognition of qualifications to allow workers to supply services overseas.

The benefits of liberalization of services markets is not only confined to the expansion of trade in services itself however. It also benefits the national economy by encouraging it to become more competitive so total trade can expand. Open economies improve service sectors, foster innovation in goods and services, can constrain abuse of market power by big players, and reduce waste and constrain profiteering. This is becoming more important for countries like Australia in a world increasingly dependent on information and technology services and for which the services sector is significant and growing.
3. The GATS Agreement, Doha Round and developing countries

Service liberalisation also provides benefits for developing countries. The initial reaction of developing countries to the GATS Agreement, that this was principally an area of interest to industrialised economies, is no longer generally held.

More than half of all economic activity in developing countries comes from services. They now comprise a large share of output and employment. Tourism and construction are important domestic and export industries in many developing countries.

Developing countries, in particular, are likely to benefit significantly from further liberalization of trade in services. Liberalization can create opportunities not only for developing countries to expand their export of services, but is also important for making the whole economy more competitive. This is because efficient and competitive services not only provide a direct benefit to consumers but provide vital support for overall economic development. For example, liberalisation provides opportunity for officials to advance commitments to permit competition from foreign providers of services which advance reform of the domestic economy. In effect, GATS offers developing countries the ONLY enforceable global framework for growing their services trade opportunities in the future.
4. The GATS agreement and essential public services 

Some NGO's claim that GATS will require countries to privatize public services, including education, health and water supply. This is simply untrue. The GATS agreement does not require the privatization or deregulation of any service. In fact, the agreement excludes from its coverage all services provided in the exercise of government authority. In addition, governments have an unqualified right in the WTO to refuse to open particular industries to foreign competition. They have a right to maintain protection of particular industries under WTO rules, and most do. As for water supply, no member government has committed to privatization of water distribution. GATS certainly does not remove the ability of governments to be able to regulate services and own public assets. 
4. Australia’s goals and strategies for the negotiations

The negotiations represent opportunities for Australia to further liberalise trade in services to its advantage. Although they do not require Australia to open to foreign competition any services where it believes this is contrary to its national policy objectives, liberalisation that facilitates a more competitive an efficient national economy should be encouraged.

In the negotiations, Australia should:

· Seek reduction of barriers to market access and national treatment in overseas markets which are of export interest to Australia;

· Seek reduction of barriers to the movement of natural persons (mode 4) beyond existing commitments and categories of service supplier; 

· Extend commitments to facilitate cross recognition of qualifications, certification and licensing requirements between jurisdictions;

· Encourage liberalisation that facilitates a more competitive and open national economy and which encourages best business practices, without sacrificing legitimate policy goals.

Negotiations should necessarily be accompanied by extensive consultation with both industry and the community.
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