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Do developing countries have something 
to gain from opening up more services 
sectors in the GATS?

Perception: GATS is for developed 
countries; 
agriculture negotiations is truly the 
development issue in the WTO

Let’s take a look at COUNTRY 
EXPERIENCES



Czech Republic services 
liberalization 

Liberalization began in 1989 
privatization of many state enterprises
liberalization of price and wage-setting
opening up to FDI

1998 introduced further liberalization of FDI, 
especially in services

Followed by increase in FDI services sectors e.g. 
telecommunication and banking



Effects of Services Liberalization in 
the Czech republic

Telecommunication
1998 Lagged behind W. Europe in mobile phone 
use 
2003 Second only to Italy and Sweden in 
number of cell phones per 100 inhabitants
Number of internet users per 100 inhabitants, 

1998 bottom of the ranking 
2003 middle position above Greece, Spain and 
Portugal. In 2003



Czech anecdotal evidence

Banking
Ceska Sporitelna – Austrian bank 

installed 1,080 ATMs across the country 
issued 2.7 million payment cards by early 2005
first bank to offer transaction ATMs
introduced internet banking service in 2002, 70,000 
Czech customers signed up during the first 2 months.
Now, the service has about 800,000 users.

Source: Arnold, Javorcik and Mattoo, The Productivity Effects of 
Services Liberalization (2006) 



Telecommunications 
Liberalization: Uganda

Uganda
Economic reforms began in 1987
Uganda Telecom Limited, a state monopoly, was 
privatized in 2000 through a consortium
Entry of other competitors such as Celtel and 
MTN (U) Limited
Telecommunications liberalization from 1996

Expansion of telecom services since 1998



Telecom liberalization in Uganda
BEFORE 
LIBERALIZATION

coverage was 
concentrated in cities 
and towns.

Service monopolized
by state-owned 
enterprise
Low penetration rate
of fixed lines and 
mobile phones

AFTER LIBERALIZATION
56 districts have a point of presence for 
the delivery of telecommunications 
services. 
68,000 to 840,000 customers from 
1998 to 2003
Increased penetration rates from 0.24 
to 3.5/100 inhabitants
Mobile lines have increased from 
12,500 in 1998 to 872,704 in 2004. 
Fixed lines have increased from 
57,366 lines in 1998 to 67,234 in 2004. 
Total teledensity (fixed and mobile) is 
estimated at 3.5 and fixed line teledensity
is 0.27.
In general, lower tariffs for end-users
are among the most important benefits of 
competition 
decline in rates for international calls
over the fixed line network.

Source: Toscano, Uganda Case Study,  (2005)



Financial Services 
Liberalization: Turkey

Turkey
1980s relaxed rules on bank entry 
eliminated controls on interest rates and 
financial intermediation
1984 Turkish residents were allowed to open 
foreign currency accounts in banks
1989 capital accounts was opened up



Financial Services 
Liberalization: Turkey

BEFORE 
LIBERALIZATION

Interest rate 
regulation led to non-
price competition
Of 42 banks in 1980 
only four were foreign
Concentrated market
dominated by large 
public and private 
banks
Directed credit 
programs absorbed 
75% of all loanable
funds

AFTER LIBERALIZATION
13 net entries of foreign banks –
mostly American, European and 
Middle Eastern, 
Fees on letters of credit declined 
from 1.5 to o.5% while fees on 
letters of guarantees fell from 4% 
to 1%
led to greater efficiency and 
resource utilization
improved credit evaluation
improved bank marketing
Recruitment and staff quality also 
increased since 1981

Source: Denizer, Foreign Entry in Turkey’s Banking Sector (2000)



Financial Services Liberalization: 
Philippines

1990s – easing of entry restrictions, resulting in
doubling of bank branches from 1990 to 1999
in 1995 alone, 10 foreign bank branches were 
established 
in the latter half of the 1990s seven new foreign bank 
subsidiaries were established 
Number of mergers and acquisitions significantly 
increased between 1998 and 2003
Foreign ownership also increased, less than half of the 
banks remained Filipino-owned in 2003



Financial Services Liberalization: 
Philippines

BEFORE 
LIBERALIZATION

Presence of a few very 
large expanded 
universal banks
Sector is largely 
dominated by 
government
High bank interest 
spreads and profit

AFTER LIBERALIZATION
Greater bank accessibility
due to increase in bank 
branches
Bank spread over savings
deposit was cut in half, this 
implies: 

greater operational 
efficiency
dissipation of monopoly 
profits

Source: Pasadilla and Milo, Effect of Liberalization on Banking Competition, 
(2005)



Transportation Liberalization: 
Philippines

Philippines
Air transport liberalization

Began in 1995 through Executive Order 219
Philippine Airlines (PAL) – privatized beginning 1992
Eliminated restrictions on domestic routes and 
frequencies and deregulated air fares



Transportation Liberalization: 
Philippines

BEFORE 
LIBERALIZATION

PAL had no 
incentive to be 
more efficient or 
to meet customer’s 
demands, PAL = 
Plane Always Late
PAL subsidized
by government 
and beset by losses

AFTER LIBERALIZATION
Entry of five competitor
airlines who were free to choose 
their routes, capacity and fares
Expanded choices for 
passengers
There is convergence in rates
of airline fares among airlines In 
1997, PAL’s fares in the major 
routes are 11 percent to 34 
percent higher than Cebu Pacific 
and 30 percent to as high as 184 
percent than Air Philippines, this 
has considerably gone down



Electricity Services Liberalization: 
Argentina

Argentina
1980s, involved privatization of 
state electric companies 
BEFORE LIBERALIZATION

poor management, 
insufficient investment, 
financial and operational 
difficulties
Blackouts, due to reliance on 
hydroelectricity, were 
common
20% of power was going to 
non-paying customers 
(illegal hook-ups)
Electricity prices averaged 
$60/Mwh 
Rates were frozen in pesos
for utility consumers, leading 
to company losses

AFTER LIBERALIZATION
1992  to 1995, over 25 state-operated 
power companies were privatized
The electricity industry was divided into 
generation (competitive), transmission 
(regulated monopoly), and distribution 
(regulated monopoly) sectors

Increased generation of electricity
Country now meets demand and export 
electricity

The price declined significantly from 
$45/MWh in 1992 to $27-28 range in 2000.
Decreased loss of power from 25 to 30% 

of all generation lost in 1989 to to 7% in 1999
Northern Buenos Aires company reduced 
outages from 22 hours per year in 1992 to 6 
hours per year in 1995
southern Buenos Aires distribution company 
cut outages from 39 hours per year to 6 hours 
per year over the same period.



Electricity Services 
Liberalization: Argentina

Source: Bureau of Economic Geology, University of Texas, Results of Electricity 
Sector Restructuring in Argentina, (n.d.)



Transport Liberalization: Chile

Chile
1970s with Decree 600 

liberalized foreign investment in all sectors including 
transportation
privatized state-owned companies 
Liberalized tariffs

In the maritime sector, liberalization began in 1979 
eliminating

cargo reservations
tax exemptions and 
national subsidies except for cabotage traffic



AFTER LIBERALIZATION:
Entry of new private operators

increase in investments in road and maritime transports
elimination of license system for stowage  

estimated savings of US $17.7 per ton of general cargo handled
US$1.43 per ton of dry bulks goods handled

improved efficiency
in port Valparaiso, transfer speed has increased

operational costs per ton decreased from US$2.09 per ton in 1997 
to US$1.45 per ton in 2002, 
the cost reduction, in turn, is passed on to Chilean exporters

Source: Borregaard, Pfahl, and Wilmsmeier, Sustainability Impact Assessment of 
Transport Liberalization (2003)

Transport Liberalization: Chile



Summary

Services trade liberalization in general, results in:
Entry of foreign players and increased competition
Drop in prices
Increased efficiency 
Increased accessibility and quality of services to 
consumers

Caveat
FDI may only be replacing domestic 
monopolist/oligopolist with  foreign monopolist/oligopolist
E.g. Philippine Cement industry: collusive behavior 
before and after. 



So why not GATS?

Political economy: protected sectors like status quo; policy will 
depend on strengths of different lobbyists  - echo of “exporter prefers 
open trade and domestic producer do not” type of argument. 

Negotiators view: loss of policy flexibility in determining what sectors 
and when to liberallize.  Prefer autonomous liberalization

Lack of definite knowledge of services sectors and how  liberalization 
could affect them – service sectors other than financial services, 
telecommunications but others like health, education, etc

need  for understanding and research in services sectors.



THE END
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