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Trading Health Care Away?
GATS, Public Services and
Privatisation

Amid the shouts of demonstrators, the protests of South-
ern delegations and the disagreements between the US
and European Union, the World Trade Organisation

(WTO) failed to launch a comprehensive revision of interna-
tional trade rules in November 1999 in Seattle, USA. But talks
have since begun to change one of the 28 agreements overseen
by the WTO – the General Agreement on Trade in Services or
GATS.1

The US, EU, Japan and Canada are trying to revise GATS
so that it could be used to overturn almost any legislation gov-
erning services from national to local level. Domestic policy
making, even on matters such as shop opening hours or the
height and location of new buildings, could, in effect, be turned
over to the WTO. All legislation would primarily be aimed at
increasing trade.

Particularly under threat from GATS are public services –
health care, education, energy, water and sanitation, for instance.
All of these are already coming under the control of the com-
mercial sector as a result of privatisation, structural adjustment
and reductions in public spending. A revised GATS could give
the commercial sector further access and could make existing
privatisations effectively irreversible. Experience in the United
States and several Latin American countries, where health serv-
ices have been run for profit over the past decade or so, sug-
gests that the result will be a decline in accessibility to health
care worldwide.

Most elected officials and civil servants, let along the gen-
eral public, are not aware of GATS, nor of its implications. But
several countries are demanding that a wide-ranging assess-
ment of the impact of a free market in services be carried out
before any more so-called trade barriers are removed. And non-
government organisations (NGOs) and trade unions are de-
manding that services in the public interest be clearly exempt
from GATS.

Rules governing international trade are certainly necessary.
But such rules should place people before the entrenchment of
corporate power.
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This briefing outlines the growth in services in recent years, the
main provisions of GATS, the proposed revisions to the Agreement,
and some key corporate aims in extending it. It details how public serv-
ices may not in fact be excluded from GATS and explores the implica-
tions for public health care. It also considers what may happen to pub-
licly-provided and -funded health care services if private companies
capture their most profitable components and the public money subsi-
dising them.

Everything Under the Sun
Heart surgery and electricity transmission, education and childcare,
water purification and pesticide application, sewerage and sports cen-
tres, road construction and film making, toxic waste disposal and mo-
bile ‘phone communication – all are services, not tangible commodi-
ties. Some services are luxuries, such as tourism and entertainment.
Others are essential: health care, education, transport, water and energy.

Services have become an important part of many countries’ econo-
mies, overtaking manufactured goods in significance in some places.

The World Trade Organisation
The 1986-94 Uruguay Round of
GATT, the widest-ranging multilat-
eral trade agreement ever negoti-
ated, covered for the first time not
only services but also agriculture,
investments and intellectual
property rights, such as patents,
trademarks and copyright. The 28
agreements which now come
under the WTO fall into six broad
categories:

I Multilateral Agreement on Trade
in Goods

II General Agreement on Trade in
Services (GATS)

III Agreement on Trade-Related
Aspects of Intellectual Property
Rights (TRIPs)

IVUnderstanding on Rules and
Procedures Governing the
Settlement of Disputes (DSU)

V Trade Policy Review Mechanism
(TPRM)

VIPlurilateral Trade Agreements

The first category governing trade
in goods contains the largest
number of agreements:
1. General Agreement on Tariffs
and Trade (GATT) (8 agreements
modifying the original GATT),
whose mandate is to eliminate
tariff and non-tariff barriers to
the movement of capital and
goods between countries.

2. Agreement on Agriculture (AoA).
3. Agreement on the Application of
Sanitary and Phytosanitary
Measures (SPM).

4. Agreement on Textiles and
Clothing.

5. Agreement on Technical Barriers
to Trade (TBT).

6. Agreement on Trade-Related
Investment Measures (TRIMs).

7. Agreement on the Implementa-
tion of Article VI of the GATT
1994 (anti-dumping).

8. Agreement on the Implement-
ation of Article VII of the GATT
1994 (customs valuation).

9. Agreement on Preshipment
Inspection.

10.Agreement on Rules of Origin.
11.Agreement on Import Licensing

Procedures.
12.Agreement on Subsidies and

Countervailing Measures.
13.Agreement on Safeguards.

A WTO member has to abide by all
the agreements which fall into the
first five categories. It can chose,
however, whether to sign any of the
four plurilateral trade agreements
which make up the sixth category:

1. Agreement on Trade in Civil
Aircraft

2. Agreement on Government
Procurement

3. International Dairy Agreement
4. International Bovine Meat
Agreement

The WTO administers and imple-
ments the various agreements, acts
as a forum for multilateral trade
negotiations, resolves trade disputes,
oversees national trade policies and
cooperates with other international
institutions involved in global
economic policy-making.

When the WTO came into
effect on 1 January 1995, 76
countries became members. By
May 2001, membership had
almost doubled to 141 countries.
The largest financial contributor
to the WTO is the US, which pays
about 16 per cent of its budget.

Disputes between two
countries are brought by govern-
ments before tribunals of three
trade bureaucrats which hear the
cases in secret. If a WTO dispute
(and appeal) panel decides that a
country’s rules are contrary to a
WTO agreement, that country has
to conform to the WTO require-
ment, pay permanent compensa-
tion to the country which brought
the case, or face trade sanctions.

The procedures promote the
least trade-restrictive regulation –
voluntary rather than compulsory,
consumer information rather than
bans, and individual rather than
public responsibility.

The WTO’s legislative and
judicial power to challenge the
laws, policies and programmes of
countries that do not conform to
all its agreements, particularly if
they are regarded as too “trade
restrictive”, sets the WTO apart
from other international
agreements.

Source: Griesgraber, J.M. and Gunter,
B.G., (eds.) World Trade: Toward Fair
and Free Trade in the Twenty-first
Century, Pluto Press, London, 1997.
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Providing services (excluding public services) now represents over 60
per cent of the GDP of industrialised countries and 50 per cent of that
of others.2 Most services are provided and consumed domestically. In
Europe:

“The service sector accounts for two-thirds of the [European]
Union’s economy and jobs, almost a quarter of the EU’s total
exports and a half of all foreign investment flowing from the
Union to other parts of the world”.3

The US Coalition of Service Industries estimates that services account
for four-fifths of US GDP.4

International trade in commercial services was worth US $1.35 tril-
lion in 1999 – about one-quarter of the global trade in goods – up from
some $400 billion in 1985 and from $1.2 trillion in 1995.5 This trade is
firmly in the grip of the industrialised countries, which exported nearly
71 per cent of services traded internationally in 1997 and imported 67
per cent.

The EU regards itself as the biggest services exporter in the world,6

while more than one-third of US economic growth over the past five
years has been due to exports of services.7 The largest single US export
industry is entertainment, in particular, films and television pro-
grammes.8

Services account for 60 per cent, or US$210 billion, of annual for-
eign direct investment, much of which is connected with privatisation
of state entities.9

Developing countries import and export less than one-third of the
services traded internationally.10 Because of the vast differences be-
tween the capacities of developed and developing countries to supply
services, it is major traders in the industrialised world which have most
to gain from increased access to services markets. The US Coalition of
Service Industries is confident that any increase in the consumption of
services anywhere in the world effectively means an increase in con-
sumption of US services.11 The European Union acknowledges the dis-
parity in financial services:

“In many instances we will be interested in exporting our com-
petitive banking activities to developing countries but they will
not be as interested in establishing a bank in the European Com-
munity since the market is already highly competitive”.12

The EU attributes “the fact that services represent a smaller proportion
of the economy in developing countries . . . to their lesser developed
financial and business service sectors”.13

The world’s largest employer is tourism, accounting for one in ten
workers worldwide and for one-third per cent of global services ex-
ports.14 Many of the workers in service industries are low-paid women.
Some 80 per cent of women workers in the European Union are em-
ployed in services.15

General Agreement on Trade in Services (GATS)
Services first came under the rules of the world trading system in 1995
when the WTO came into effect.16 The ambitious and ambiguous Gen-
eral Agreement on Trade in Services (GATS) sets out rules governing
international trade in practically all services.17 It does not define what
it means by a service, instead offering a classification list of 160 of
them based on a United Nations system which, according to Canadian
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US and EU Service Exports
•Travel and tourism contributed
over $25 billion to the US trade
surplus in service exports over
imports in 1997, the largest
sectoral contribution to the
overall services surplus. The
European Union is the main
source and the main destination
of international tourist flows.

•In 1997, the US exported more
than $21 billion in business,
professional and technical
services (including accounting,
legal, engineering, architectural
and consulting services) and had
a $16 billion trade surplus,
excluding substantial earnings
from foreign investments and
foreign affiliates. US legal
services exports approach $1.0
billion. US law firms produce
services exports when billing
foreign clients.

•The global telecommunications
services market is estimated at
over US$725 billion. The EU, a
net exporter of telecommun-
ications services, has a 28 per
cent share of total world telecom
revenues. US revenues are

expected to increase at about 20
per cent annually for the next five
years for outbound calls from the
US to foreign markets. The WTO
estimates that sales over the
Internet will double each year for
the next five years.

•The US asset management
industry is the largest in the world,
handling billions of dollars of
private investments and funds
each year. By the year 2002, an
estimated 51 per cent of total US
asset management revenue of
$160 billion will come from
outside the US. Today, US-
domiciled investment managers
manage 14 per cent of the total of
non-US retirement plan assets and
5 per cent of non-US mutual fund
assets.

•Foreign students, after scholarship
and local assistance, spend some
$8 billion in the US. The US has a
surplus in trade in education
services of $7.0 billion.

•Medical services rendered in the
US to foreign citizens produced an
export surplus of $0.5 billion.

•The energy industry – which
accounts for about 7 per cent
of US GDP – is pressing for
global trading rules against
monopoly power, anti-
competitive practices and
discrimination against new
market entrants, such as US
companies.

•Some 160 US and EU
construction firms account for
85 per cent of the world
market for construction
projects, the US taking 49 per
cent and the EU 36 per cent.
The EU is a major market for
US firms, while EU firms are
strong in Africa, the Middle
East and Asia. Construction
accounts for up to 10 per cent
of GDP in industrialised
countries but much less in
developing countries.

Sources: Statement of Robert Vastine,
Coalition of Service Industries, 21
October 1999; “Opening World
Markets for Services: A Guide to the
GATS: Which Sectors Are Covered by
GATS?”, website: http://gats-
into.eu.int/gats-info/guide.pl?
MENU=ccc

researcher and activist Scott Sinclair, “reads like a catalogue of occu-
pations and human needs”.18 The classification makes no distinction
between public (or voluntary) services and those provided on a for-
profit basis. Because distribution is a service, moreover, GATS also
encompasses goods. As the EU says, “Goods cannot walk, they need to
be distributed and transported”.19

Because the main way of governing services has traditionally been
via complex national rules and regulations, GATS is also “fiendishly
complex”.20 Like the GATT agreement before it covering trade in goods,
GATS encourages trade across national borders in services by requir-
ing a WTO member country to treat all countries the same (most-fa-
voured nation) and to treat foreign companies as if they were domestic
(national treatment).

But GATS differs from the agreement governing international trade
in goods in several critical ways. At present, some of its rules and re-
quirements do not apply to all services, but only to those sectors which
each country has indicated it is prepared to open up to foreign compe-
tition.

Moreover, whereas trade in goods involves simply transporting prod-
ucts from one country to another (cross-border trade), trade in services
is more varied because services are not so tangible or physical. Air-
lines, telephone companies, banks and accountants all provide their
services in different ways. Thus GATS lists another three ways (or
“modes”) in which services can be supplied besides cross-border supply –
movement of consumers, foreign commercial presence and movement of
persons – because “the supply of many services is possible only through
the simultaneous physical presence of both producer and consumer”.21

Some services can be supplied in several ways, others not. A business
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adviser, for instance, can supply her services to a client in another coun-
try by mail, by the client visiting her, through an office in the client’s
country or by visiting the client. To be a tourist, someone has to go to
another country to consume tourism-related services, as does an “ex-
ported” street cleaner to carry out “environmental services”. A govern-
ment thus provides the WTO with a “schedule of specific commitments”
listing which services and the ways of supplying that service it is pre-
pared to open up to competition under GATS (see Box, p.6).22

The majority of the WTO’s 141 member countries have so far com-
mitted themselves to liberalising just a small part of their services. Most
commitments have been made in tourism, hotels and restaurants, com-
puter-related services and value-added telecommunications. The least
number of concessions have been made in river transportation, basic
telecommunications, recreational and cultural services, education and
postal services.

A country can alter a commitment but has to wait three years after it
has listed it before it can do so. The country also has to negotiate a
substitute commitment as compensation in a way which satisfies all
other WTO members. The WTO Secretariat admits that country com-
mitments undertaken in GATS “have the effect of protecting liberaliza-
tion policies, regardless of their underlying rationale, from slippages
and reversals”.23 The former WTO Services Division Director, David
Hartridge, said that GATS “can and will speed up the process of liber-
alisation and reform, and make it irreversible”.24 India’s former ambas-
sador to GATT, Bhagirath Lal Das, stresses that liberalisation under
GATS is different from a country undertaking liberalisation on its own
without making a binding commitment to the WTO:

“The developing countries have lost the flexibility of modifying
their policy in the light of future experience . . . even if it is
assumed that they benefit by importing services.”25

The power of GATS, as with all WTO agreements, is that its rules can
be enforced by trade sanctions (see Box, p.2). GATS does allow coun-
tries to protect human, animal and plant life or health (Article XIV)
through measures which might otherwise contravene the Agreement,
but its preamble, according to the US Alliance for Democracy, “has a
caveat large enough to drive a truck through”.26 WTO dispute panels
have interpreted exemptions and exclusions narrowly and forcefully in
favour of trade in GATT disputes and have usually ruled against envi-
ronmental protection measures.27 These rulings “show that GATS can
be used to challenge an almost unlimited range of government regula-
tory measures that, even indirectly or unintentionally, affect the condi-
tions of competition of international service suppliers”.28

The GATS standard for “national treatment”, for instance, extends
well beyond conventional notions of non-discrimination between do-
mestic and foreign companies. It applies to any measure from any level
of government – national, provincial, state, regional, municipal or
local – that alters the conditions of competition in any way that might
disadvantage a foreign service or supplier. The WTO’s Council for Trade
in Services (the permanent body responsible for GATS) has discussed
restrictions on large-scale retail outlets, shop opening hours, zoning
and planning laws, controls on land use, building regulations, building
permits, registration of contractors and professionals, regulation of
professional fees, environmental regulations, worker health and safety
regulations, local content and employment policies, urban planning rules
and environmental protection policies. Even legislation to ensure that
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GATS Main Obligations
only de jure discrimination (discrimi-
nation specifically set out in regula-
tions) but also de facto discrimina-
tion (discrimination resulting from
regulations or measures not formally
discriminatory).

• Transparency (Article III) requires
governments to publish all relevant
laws and regulations governing all
service sectors. By 1997, govern-
ments should have set up enquiry
points for foreign companies and
governments to obtain this inform-
ation.

Specified Services

The other two GATS obligations,
market access and national treat-
ment, apply only to those services
which a country lists in its Schedule
of Specific Commitments.

• Market access (Article XVI)
allows foreign companies to provide
cross-border services in a country.
But a country can restrict such
access by limiting the number of
suppliers, operations or employees in
a specific sector; the value of
transactions or assets; the legal form
of the supplier (for instance, limiting
it to a branch or joint venture); or
the participation of foreign capital.

• National treatment (Article XVII)
means that once foreign companies
have been permitted to enter a
country, they must be treated in the
same way as domestic ones. The
WTO explains that “the key require-
ment is to abstain from measures
which are liable to modify, in law or
in fact, the conditions of competition
in favour of a Member’s own service
industry”. Thus the test for non-
discrimination is whether any
measure puts a foreign supplier at a
disadvantage.

Modes of Supply

The Schedule of Specific Commit-
ments also identifies which of four
different ways (or “modes”) of
supplying services are covered.

• Cross-border supply (Article I.2a).
Services can be supplied from one
country to another: international
telephone calls; Internet services;
telemedicine; a purchase of labora-
tory services from another country;

a purchase of medicines or
advice on the Internet. Only the
service itself crosses the border.

• Consumption abroad (Article
I.2b). Individuals or companies
can go to another country to use
a service there. Tourism is a
prime example. This mode
encompasses travel to another
country to obtain a medical
treatment that is better, faster or
cheaper than that available
domestically.

• Commercial presence (Article
I.2c). A company can set up
subsidiaries, branches, joint
ventures or representative offices
or can lease premises in another
country to provide services there.
For instance, banks can set up
operations in another country,
and  US health care companies
can set up hospitals or clinics in
European countries.

• The presence of natural
persons (Article I.2d). Individuals
from one country can be admit-
ted temporarily to another
country to provide services there,
for instance, fashion models,
doctors or nurses. GATS does not
apply, however, to people seeking
permanent employment or to
conditions for obtaining citizen-
ship, permanent residence or
permanent employment. Of all
four ways of supplying a service,
WTO member countries have
made the least number of
commitments in this mode.

Once a government has com-
mitted itself under GATS to
opening a service sector to
foreign competition, it must not
keep money from being trans-
ferred out of the country to pay
for the relevant services (Article
XI), except when the country is
experiencing serious balance-of-
payment difficulties (Article XII).
Such exceptions must be
temporary and justified by an
International Monetary Fund
assessment of the country’s
financial situation.

GATS thus provides almost
guaranteed conditions for foreign
exporters and importers of
services and investors in any
sector which a country has listed
in its Schedule.

Trade in services used to be
considered ancillary to manufac-
turing and trade in goods. In the
mid-1980s, however, many
Western governments, faced with
worldwide recession, inflation and
unemployment, decided that
removing obstacles to inter-
national trade in services,
particularly national regulations,
could increase the momentum to
export services.

The US thus pushed for the
provisions of the agreements
governing trade in goods to be
transposed into the area of
services as a whole (although
financial services were of prime
interest), a move which “could
easily have sunk the Uruguay
Round and crippled the GATT”,
according to current WTO
Director-General Mike Moore.
Many countries reluctantly agreed
to GATS only if they could
choose which of their services
were covered by the Agreement.
The US took care, however, to
include clauses mandating further
liberalisation in future.

All Services

Two GATS obligations apply
directly and automatically to all
WTO members for all services –
most-favoured-nation treatment
and transparency.

• Most-favoured-nation (MFN)
treatment (Article II) does not
mean one country is preferred
over another – it means the
opposite. Favour one, favour all.
Treat all countries the same.

If a WTO member country
grants favourable treatment to
another country (even a non-WTO
member) regarding the import of
a service, it must grant all other
WTO signatories the same
treatment. If a country allows any
foreign competition in a service
sector, it must allow service
providers from all WTO member
countries to compete to supply
that service.

A country could list any
exemptions to this MFN principle
by 1995, but exemptions were to
be reviewed after five years and
could not last more than 10 years
anyway. The WTO interprets this
MFN obligation as prohibiting not
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a country benefits from foreign investment – minimum number of lo-
cal jobs or content, for instance – could be considered trade restric-
tive.29 No government measure or practice, whatever its aim, is beyond
GATS scrutiny if it might affect trade in services. Countries could thus
use GATS to “frustrate government policies, practices and programs
that allegedly adversely affect foreign commercial interests in serv-
ices”.30

David Hartridge, WTO’s former director of services, described
GATS as “the first multilateral agreement to provide legally enforce-
able rights to trade in all services” and “the world’s first multilateral
agreement on investment, since it covers . . . every possible means of
supplying a service, including the right to set up a commercial pres-
ence in the export market.”31 According to the EU, GATS “aims to end
arbitrary regulatory intervention, and assure predictability of laws, to
generate growth in trade and investment”.32

Unsurprisingly, critics call GATS “the MAI in disguise”. Accord-
ing to them, rules and disciplines with effects similar to those of the
abandonded Multilateral Agreement on Investment are being incorpo-
rated in the WTO through the back door.33 The former WTO Director-
General, Renato Ruggiero, acknowledged in 1998 that GATS extended
into “areas never before recognised as trade policy” and warned that
“neither governments nor industries have yet appreciated the full scope
of these guarantees or the full value of existing commitments”.34

Researcher Scott Sinclair says that GATS “is designed to facilitate
international business by constraining democratic governance”.35 In-
deed, the WTO expressly states that the Agreement will help its mem-
bers overcome “domestic resistance to change” and that it will facili-
tate “more ambitious reforms . . . than would be attainable on a na-
tional basis alone”.36

GATS 2000
GATS is innovative, complex and without legal precedent. Few of its
provisions have been tested or clarified by challenges brought to the
WTO dispute panel. Little information exists on the impact of GATS
so far in facilitating trade in services, or on the economic benefits coun-
tries have accrued from services liberalisation, let alone their social
and environmental effects. There is little baseline data upon which to
make comparisons. The WTO Secretariat recognises this lack of data
upon which to base an assessment of trade in services, while the UK
government says it has yet to work out how such statistics can even be
collected.37 Nonetheless, WTO representatives have begun to negoti-
ate to extend the scope of GATS.

When the Agreement was signed in 1995, some countries consid-
ered it to be incomplete.38 A clause (Article XIX) was therefore in-
cluded mandating “successive rounds of negotiations . . . aimed at
achieving a progressively higher level of liberalization” – in practice,
privatisation and deregulation. It specifies that the first “successive
round” of negotiation should begin within five years of GATS coming
into effect, that is, by the year 2000. As Canadian trade and investment
researcher Ellen Gould points out, “under the GATS, liberalization could
just keep on going and going, presumably until negotiators run out of
sectors to open up to foreign competition and ownership”.39 The WTO
Secretariat describes Article XIX as “a guarantee that the present GATS
package is only the first fruit of a continuing enterprise.”40 Other clauses
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Regulating Governments, Not Corporations
Article VI of GATS covers domes-
tic regulation. Its aim is to encom-
pass any regulation that affects
services but which is not covered
by other GATS obligations.

Its fourth clause aims to ensure
that “qualification requirements
and procedures, technical stand-
ards and licensing requirements do
not constitute unnecessary
barriers to trade in services”.

Although undefined in GATS,
“technical standards” could
encompass most types of govern-
ment control. The WTO Agreement
on Technical Barriers to Trade, for
instance, defines them as:

“product characteristics or
their related processes and
production methods, including
the applicable administrative
provisions, with which
compliance is mandatory”.

In the context of services, “techni-
cal standards” could apply to the
processes and methods of produc-
ing services, including administra-
tion. This could encompass their
funding and delivery, including
reimbursement under mandatory
(public or private) insurance
schemes.

A wide swathe of government
regulations concerning environ-
mental protection, consumer
protection and industrial policy
would seem to be covered by this
fourth clause: legislation accredit-
ing professionals as competent to
practise; awarding licences to
television or radio stations; giving
university status to academic
institutions; licensing hospitals;
and granting waste disposal
permits.

 So that these national require-
ments and standards do not
constitute an “unnecessary
barrier” to trade in services, Article
VI.4 states that they should be
“not more burdensome than
necessary” and should not restrict
the supply of the service. But what
does “burdensome” mean? How
would restriction be determined?
In case of a dispute between
countries, the clause does not
provide a clear legal formula that a
WTO dispute panel could refer to.

A Working Party on Domestic
Regulation – one of the three sub-
groups of the Council for Trade in
Services (the body within the
WTO that oversees GATS) – has
been drawn up to discuss “reform”

of domestic regulation. This involves
drafting a “necessity test” – a legal
formula which could be used “to
assess the level of trade-restrictive-
ness of a measure”.

If proposals for this test are
adopted, a government challenged
by another through the WTO would
first have to show that a disputed
regulation met a “legitimate objec-
tive” – and the WTO would deter-
mine what counted as “legitimate”.

Then, to clarify “burdensome”
and “restrictive” as applied to the
means of achieving that objective,
the Working Party has considered
importing into Article VI.4 the
definition of “least burdensome”
from a GATS Annex on Telecommu-
nications: “pro-competitive”.

The European Union has gone
further and identified “anti-competi-
tive practices”, including cross-
subsidising by monopoly providers of
network infrastructure and services.
It argues that this practice restricts
competing suppliers from being able
to provide services in a market.
Instead, it maintains that charges for
each part of a service should be at:

“cost-oriented rates that are
transparent, reasonable, having
regard to economic feasibility,
and sufficiently unbundled so
that the supplier need not pay
for network components or
facilities that it does not require
for the service to be provided”.

Governments that currently use non-
market mechanisms, such as risk
pooling, social insurance funds,
block contracts and cross-subsidis-
ing, to deliver public services to as
much of their population as possible
could find such practices challenged
as anti-competitive (see p.19).

The European Union has also
suggested that a measure should not
be considered trade-restrictive if it is
“proportionate” to the objective
pursued. But what might be consid-
ered proportionate, reasonable or
rational would be a matter of
judgement, reflecting the values of
those with decision-making power.

Worse, Article VI.4 could be
interpreted as applying to all serv-
ices, not just to those which a
country has offered to liberalise. The
other clauses in Article VI clearly
apply only to those services listed in
a country’s schedule of commit-
ments. The WTO Secretariat believes
the different phrasing of Article VI.4
is “intentional”.

If these proposals were
adopted, all domestic regulations
would have to be “pro-competi-
tive”, even if no foreign firm was
involved. A WTO disputes panel
could require countries to
unbundle a public monopoly such
as health care and substitute
competing service providers or
competing health care insurers.
Health systems researchers
Allyson Pollock and David Price
point out that these proposals
“would transform the WTO from a
body combating protectionism to a
global agent of privatisation”.

“The WTO’s strategy is
shifting from persuasion to the
development of new global
regulations which will over-ride
national sovereignty in domes-
tic policy and impose unprec-
edented market reform obliga-
tions on all the processes of
service delivery and throughout
all service sectors”.

In essence, the aim of GATS is to
regulate governments, not corpora-
tions. Compared to markets in
goods, those in services and
access to them are more con-
strained by government interven-
tions. The power of a GATS article
on domestic regulation clause is
that many governments may
censor themselves by not institut-
ing legislation or public policy
objectives which could be inter-
preted as being against WTO
rules. There has been no challenge
to any domestic regulation under
GATS as yet, but at the WTO
Secretariat itself acknowledges,
“cases may arise in the future”.
GATS sets in place a legal frame-
work which governments could
use in future to challenge other
countries’ domestic regulations.

The WTO stresses that
governments can still regulate
under GATS. Discussions about
domestic regulation, however,
raise the question: how?

Sources: Pollock, A.M. and Price, D.,
“Rewriting the Regulations”, The
Lancet, 356, 9 Dec. 1999, pp.1995-
2000; “Opening World Markets for
Services: A Guide to the GATS: Which
Sectors are Covered by GATS?”,
website: http://gats-into.eu.int/;
Sinclair, S., GATS: How the World
Trade Organization’s New “Services”
Negotiations Threaten Democracy,
Canadian Centre for Policy Alternatives,
Ottawa, 2000; WTO Secretariat,
“International Regulatory Initiatives in
Services”, S/C/W/97, 1 March 1999.
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provide for further rules to be developed for domestic regulation, gov-
ernment procurement of services, subsidies and emergency safeguards
(see Boxes, p.8 and p.10).

When he was European Commission Vice President, Leon Brittan
made clear that “the aim [of GATS 2000 negotiations] must be . . . to
conclude an ambitious package of additional liberalisation by develop-
ing as well as developed countries, in politically difficult as well as in
other sectors”.41 The EU Commissioner for Trade, Pascal Lamy, has
argued that “if we want to improve our own access to foreign markets,
then we can’t keep our protected areas out of the sunlight. We have to
be open about negotiating them all if we are going to have the material
for a big deal.”42

The US, European Union, Japan and Canada (known as the Quadri-
lateral or “Quad” governments) are pushing hard to:
– increase the services and ways of supplying services that WTO

member countries agree to open up to foreign competition (market
access);

– re-classify services to get around some countries’ reluctance to open
them up to foreign competition;43

– insert new rules and restrictions that apply to all members, services,
sectors of services and ways in which services are supplied, irre-
spective of whether countries have agreed to open such services to
competition;44

– place new constraints on domestic regulation (see Box, p.8).

They are seeking more access to Southern markets, to each other’s public
services, and further deregulation of services already in private hands
but publicly-regulated, such as media, publishing, telecommunications,
energy, transport, financial and postal services. Northern countries are
interested in service liberalisation in Southern countries in construc-
tion and engineering; distribution; education; environmental, health and
social services; and recreational and cultural services.

These revisions, if they are agreed upon, could mean that the volun-
tary nature of GATS – under which a country decides which services to
list as open to foreign competition – would in effect be meaningless. It
could be irrelevant whether a country offers up its services or not if
other rules apply to all services. Guarantees, such as those from the
UK’s Department of Trade and Industry that “the UK government has
no intention whatsoever of offering to privatise public health care or
education under the GATS 2000 negotiations”, would have little force.45

Following the GATS “built-in agenda” mandating successive rounds
of negotiations, talks opened on 25 February 2000 in Geneva, home to
WTO headquarters. The United States would like these negotiations to
be completed as soon as possible, and suggested the end of the year
2002 as a deadline. Other countries, however, want the negotiations to
be open-ended, or integrated within a broader and comprehensive revi-
sion of all the WTO agreements.46

Despite the requirement for “transparency” in GATS (see Box, p.6),
the renegotiations are taking place between government representa-
tives behind closed doors (but in close consultation with international
corporate lobbyists). Few of the results of discussions are made pub-
licly available by the WTO or individual countries. It is next to impos-
sible for citizens’ organisations to find out the current state of negotia-
tions while access to many background documents is restricted.47 Thus
even negotiations on apparently technical issues such as reclassifica-
tion of services are evading public accountability and public and
parliamentary debate.

A revised GATS
could threaten

domestic and
international

regulation aimed
at providing public
services for all and

protecting the
environment.

Proposed revisions
could mean that

the voluntary
nature of GATS

would be
meaningless.
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Business Objectives in GATS 2000
This secrecy, combined with GATS’s obscure, bureaucratic, arcane and
technical terminology, make it difficult for policymakers, let alone the
general public, to grasp the significance of the Agreement. But state-
ments from US and EU industry associations indicating what they want
out of the current negotiations give a much clearer picture.

The president of the US Coalition of Service Industries (CSI), Robert
Vastine, has said that his “most salient criticism” of GATS is that

GATS 2000 Negotiations–New Rules and Restrictions
GATS mandates specific rules to
be drawn up covering subsidies,
government procurement and
emergency safeguard measures.

• GATS already covers subsidies
in effect as part of the national
treatment and most-favoured
nation provisions. If a government
provides a subsidy to a national
service supplier (including a public
one), in theory, it has to provide it
to a foreign-based service supplier
as well. As WTO research staff
have said, this requirement is a
powerful argument for abandoning
the subsidy altogether. In practice,
it would eliminate public services
and encourage privatisation.

Article XV, however, promises
to develop further rules on
subsidies to avoid “trade distor-
tive effects” and as such goes
further than previous international
free trade agreements such as the
earlier GATT or the North Ameri-
can Free Trade Agreement
(NAFTA). The Article sets no date
for these negotiations.

Further rules could, however,
be drawn up to protect national
subsidies and grants related to the
provision of universal public
services such as health care and
education or to public interest
objectives such as health and
safety.

• For the most part, government
procurement – government
agencies buying in goods and
services for governmental pur-
poses – falls outside WTO
obligations. GATS Article XIII
currently exempts it from the
most-favoured nation, national
treatment and market access
obligations (but not transparency),
but mandates further negotiations
by the beginning of 1998.

Negotiations on government
procurement are taking place in

other WTO fora, however. For
instance, the Council for Trade on
Goods is trying to negotiate an
agreement on transparency as part
of the separate Agreement on
Government Procurement which
would apply to services as well as
goods. The plurilateral Agreement
currently covers goods only and has
been signed by just 27 (mainly
industrialised) countries.

The US has been pushing hard
for an agreement on transparency. It
wants binding rules on the notifica-
tion and announcement of tenders
for government procurement con-
tracts in order to give companies
enough information and time to
submit bids.

Reform of government procure-
ment could be another mechanism
by which public services are opened
up to competition. GATS does not
define “governmental purposes”. The
WTO Secretariat has stated that the
mandated negotiations “are expected
to lead to commitments to open up
some government purchases to
foreign service suppliers.”

• Safeguards are emergency
measures taken by a government to
provide temporary protection against
“fairly traded” products that either
cause or threaten to cause “serious
injury” to domestic service suppliers,
for instance, if the domestic market
has been flooded with these prod-
ucts, or if the country has a balance
of payments crisis. They are permit-
ted under the GATT rules on goods,
but have not yet been introduced
into GATS. “Serious” has not been
defined.

GATS Article X provides for
negotiations on emergency safeguard
measures to be completed by the
beginning of 1998, a deadline which
the Working Party on GATS Rules
agreed to extend to December 2000
and then again to March 2002.

Southern countries argue that

safeguards rules would address
concerns about the difficulty of
reversing GATS commitments.
Many countries are seeking
means by which they might, at
least temporarily, suspend GATS
commitments when faced with
adjustment problems or until their
domestic industries have devel-
oped to the extent that they can
withstand foreign competition.

Citizen groups in both North
and South are concerned to keep
environmental, health and safety,
and consumer measures, to limit
commercial encroachment on
public services, and to reverse
commercialisation if it proves
harmful. Indeed, such safeguards
could be part of a process to
reform GATS so that it was less
detrimental to sustainable devel-
opment or human health.

But Northern country negotia-
tors have strongly resisted
safeguard provisions, contending
that GATS provides enough
flexibility already.

Negotiations on these rules are
proceeding in parallel with those
on market access (that is,
increased country commitments
on their schedules) and could be
used as trade-offs between the
two. For instance, the prospect of
an emergency safeguard mecha-
nism might be used to persuade
Southern countries to make more
commitments.

Sources: “Opening World Markets for
Services: A Guide to the GATS: Which
Sectors are Covered by GATS?”,
website: http://gats-into.eu.int/gats-
info/guide.pl?MENU=ccc, accessed 1
November 2000; Sinclair, S., “Expand-
ing the WTO Services Agreement:
What’s on the GATS 2000 Re-
negotiating Table?”, GATS: How the
World Trade Organization’s New
“Services” Negotiations Threaten
Democracy, Canadian Centre for Policy
Alternatives, Ottawa, 2000, ch 4.
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countries have specified so few services to be opened up to liberalisa-
tion.48 He argues that:

“the new negotiations must secure commitments to national treat-
ment, market access, and cross border services in as many sec-
tors as possible. Current scheduled exceptions are too broad, and
must be honed”.49

US negotiators must:

“propose broad commitments to liberalization in areas such as
the right to establish a business presence in foreign markets (com-
mercial presence), the right to own all or a majority share of that
business, and the right to be treated as a local business (national
treatment).”50

Vastine is adamant that the WTO:

“must . . . provide that the entire new ‘round’ be completed by
31 December 2002, in order to force closure on the existing
agenda, reap what gains can be garnered, and begin again with a
fresh agenda that could include items like investment”.51

The European Union has been actively reaching out to companies. It
declares that:

“GATS is not just something that exists between Governments.
It is first and foremost an instrument for the benefit of business,
and not only for business in general, but for individual services
companies wishing to export services or to invest and operate
abroad.”52

“In short”, it concludes, “the GATS should be one of the key reference
texts used by any corporate planner seeking to do business on a world
level”.53

The EU encouraged the establishment in 1998 of the European Serv-
ices Network (now Forum – ESF) of multinational industry representa-
tives, led by Barclays plc chair Andrew Buxton, to “advise European
Union negotiators on the key barriers and countries on which they should
focus” and to ensure “that the EU’s policy corresponds to the real ex-
port and economic growth interests of our service industries”.54 The
ESF still represents a limited group of companies, primarily financial
services, telecommunications, postal, tourism and engineering/construc-
tion, but is determined “to support and encourage the movement to
liberalise service sector markets throughout the world and to remove
trade and investment barriers for the European services sector”.55 The
ESF says that “foreign investors should have the same access to do-
mestic markets as domestic companies” and that barriers such as na-
tionality or residency requirements should not apply to the posting of
key personnel.56

Several joint industry-government conferences provide examples
of the close collaboration between corporate employees and govern-
ment officials in testing and refining their ideas for expanding GATS.
In the US, one of the goals of the World Services Congress, a large
three-day international conference in November 1999 attended by cor-
porate executives and WTO, World Bank and government officials,
was to “shape government policies”. The 100 or so comprehensive re-
search papers presented at the Congress serve “as a guide not just to
the topics under consideration but also to the intended direction of the
GATS re-negotiation itself”.57 In November 2000, the US Department
of Commerce and the US Coalition of Service Industries jointly held a
conference on “Services 2000: A Business-Government Dialogue on

Via GATS, private
companies could

prise open for
themselves public

funding for
services.



12

July 2001
The CornerHouse

Briefing 23: Trade and Health Care

US Trade Expansion Objectives”, the purpose of which was “to focus
industry’s priorities in the current WTO negotiations” and to “allow
participants to make detailed recommendations to negotiators”.58 The
Trade Directorate of the European Commission, meanwhile, co-funded
the November 2000 European Services Forum international conference
on “The GATS 2000 Negotiations: New Opportunities of Trade Liber-
alisation for All Services Sectors”.59

GATS Privatisation of Immigration?
Many developing countries have
pointed out that GATS contains
clear, specific and detailed
obligations facilitating the move-
ment of capital, but not for the
movement of labour. Yet as US
sociologist Saskia Sassen notes:

“it is the increased circulation
of capital, goods and informa-
tion under the impact of
globalization, deregulation,
and privatization that has
forced the question of the
circulation of people onto the
agenda.”

GATS encourages industrialised
countries to poach the brightest
and the best from poor countries
and to put up barriers to the rest.
Highly-skilled professionals often
gravitate toward countries offering
better pay and working conditions.
In Jamaica, over 50 per cent of
nursing positions are vacant
because Jamaican nurses are
working in North America. Filipino
nurses also move in large numbers
to the US.

India and Cuba train doctors
who wind up working abroad.
Indian finance minister Yashwant
Sinha pointed out at the World
Economic Forum in Davos in
January 2001 that 38 per cent of
all doctors in the US are Indians,
as are 34 per cent of the scien-
tists at NASA. For developing
countries, such mobility can mean
increased remittances sent back
home, but also a drain of their
most-needed skills. The invest-
ment these countries put into
training such professionals is an
example of aid flowing from South
to North.

The British public health
system, meanwhile, has estimated
that it is short of 17,000 nurses
and several thousand doctors, not
least because of deteriorating pay
and working conditions, and cuts
in training. At least one quarter of
doctors and nurses working in the
public sector qualified in countries
such as Spain, Scandinavia, the
Philippines, Australia, New Zealand

and, recently, China. South African
President Mandela appealed to
Britain to stop “leaching” his coun-
try’s health workers.

This trend is largely controlled by
Northern countries wanting extra
skilled workers. The use of foreign
labour keeps wages and conditions
low. Encouraging the movement of
health care professionals also creates
pressure to standardise medical
training and qualifications, but the
pressure is often for lower standards
rather than higher ones. The WTO
Secretariat has said that:

“the most significant benefits
from trade are unlikely to arise
from the construction and
operation of hospitals . . . but
their staffing with more skilled,
more efficient and/or less costly
personnel than might be avail-
able on the domestic labour
market”.

Indeed, it is professional workers
who are the main focus of GATS.
Sassen describes GATS as “a
privatized regime for the circulation
of service workers” which has not
been subject to the public scrutiny
applied to national immigration
policy.

GATS amounts to a migration
policy (albeit one applying to
temporary labour) under the over-
sight not of a national government
but a separate, autonomous entity.
Sassen argues that:

“this can be seen as yet another
instance of privatization of that
which is profitable and manage-
able . . . In this case, it would
be a privatizing . . . of immigra-
tion policy components that are
characterized by high-value
added (persons with high levels
of education and/or capital),
manageability (they are likely to
be temporary and working in
leading sectors of the economy
and hence are visible migrants,
subject to effective regulation),
and benefits (given the new
ideology of free trade and
investment). Governments are
left with the supervision of the
‘difficult’ and ‘low-value added’

components of immigration –
poor, low-wage workers,
refugees, dependants, and
potentially controversial brain-
drain flows. This can clearly
have a strong impact on what
comes to be seen as the
category ‘immigrant’ with
policy and broader political

implications.”

“Human capital” can be imported,
but borders are closed to “immi-
grants”, who are invariably as-
sumed to be “black”, resulting in
institutionalised and legitimised

racism.

Several developing countries
support GATS’ facilitation of the
movement of people because, as
India’s ambassador to the WTO,
Srinivasan Narayanan, said, “this is
an area where developing countries
have some competitive advantage”.
Narayanan has pointed out that
Northern countries cite the “politi-
cally sensitive issue” of immigration
as a reason for not making more
commitments under the “presence
of natural persons” way of supply-
ing services – even though South-
ern countries have had to made
commitments under other WTO
agreements in politically sensitive
areas such as intellectual property
rights and cannot renege on them.
Yet long-standing WTO observers
point out that countries such as the
US are unlikely to allow in Indian
workers unreservedly.

Sources: Sassen, S., “Unstoppable
Immigrants”, The Guardian, 12
September 2000, p.21; Sassen, S.,
Globalization and Its Discontents:
Essays on the New Mobility of People
and Money, The New Press (W.W.Norton
& Co.), New York, 1998; Srinivasan
Narayanan, statement at “The GATS
2000 Negotiations: New Opportunities
of Trade Liberalisation for all Service
Sectors”, European Services Forum
Conference, 27 November 2000,
Brussels, website: www.esf.be/
esf_%20conf_speeches.htm, accessed
24 March 2001; WTO Secretariat,
“Background Note on Health and Social
Services”, S/C/W/50”, 18 September
1998.
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Turning Public Into Private
Although GATS encompasses all services, many civil servants and
government ministers believe that it makes an exception for public serv-
ices – those “supplied in the exercise of governmental authority” (Arti-
cle I.3b) – such as health care, education or utilities. But GATS defines
government services so narrowly – “any service which is supplied nei-
ther on a commercial basis, nor in competition with one or more serv-
ice suppliers” (Article I.3c) – that the exception could be almost mean-
ingless if one country were to challenge another country’s public serv-
ices at the WTO dispute panel as contravening GATS.60

Governments the world over have been deregulating and privatis-
ing both the funding and the provision of public services, sometimes
on their own initiative, sometimes as a condition of IMF structural ad-
justment programmes (SAPs) and sometimes on World Bank advice.61

In some cases, governments have simply sold public entities off. For
instance, in Britain, the railways, telephones, and electricity, gas and
water utilities have been transferred to the for-profit sector. Govern-
ments are transforming other public services, particularly those which
it might be politically unacceptable to privatise outright, by requiring
the public body to contract services out to for-profit companies or to
institute a process of compulsory competitive tendering (private provi-
sion). They have separated infrastructure such as buildings from serv-
ice provision, and privatised the infrastructure by means of an array of
public-private “partnerships” that retain an ostensible public dimen-
sion and thus appear more politically acceptable. Examples include the
UK’s Private Finance Initiative (PFI), build-own-transfer (BOT)
schemes, and build-own-operate-and-transfer (BOOT) projects. Gov-
ernments have also introduced internal markets, that is, divided pur-
chasers from providers within a public service sector (see Box, pp.21-
24).62 Management from the private sector has been introduced to in-
fuse the public service sector with market-oriented methods and prin-
ciples. As David Hall of the Public Services International Research
Unit points out:

“The corporatisation of public service organizations . . . usually
involves the introduction of business accounting . . . and may be
a change as significant as that to private ownership itself.”63

As far as GATS is concerned, if a government contracts out any part of
its public services, such as cleaning or catering, or if private (either for-
profit or voluntary) companies supply services also provided by the
government (for instance, if private schools exist alongside state ones,
or if there is a mixture of public and private funding), then those serv-
ices could be judged by a WTO dispute panel as not being a govern-
ment service and thus subject to GATS rather than exempt from it, that
is, subject to competition from operators from abroad.64

As a result of existing deregulation and privatisation, national – and
increasingly transnational – companies have sprung up and made in-
roads into a wide range of public services in many countries, particu-
larly utilities (water, energy, telecommunications, transport), refuse
collection, prisons, housing, social services, and support services (clean-
ing, catering, information technology).65 Via GATS, they could gain
access to many more.

The European Union, for example, wants all WTO member coun-
tries to open up their water delivery systems to competition because
this “would offer new business opportunities to European companies,
as the expansion and acquisitions abroad by a number of European

Global trade rules
threaten to

dismantle public
services such as

health, education
and welfare.
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water companies show”.66 French-based companies such as Vivendi,
Suez-Lyonnaise and Bouygues (SAUR) have taken the lead in water
supply.67 Education has been described by investment group Lehman
Brothers as “the final frontier of a number of sectors once dominated
by public control”.68 Other targets include museums, libraries, energy
and transport.

Via GATS, private companies could prise open for themselves pub-
lic funding for services. The EU and US spend a substantial amount of
public money on public services. In the countries of the OECD

Creating Health Markets: Privatising Health Care . . .
To establish a trade in services, as
GATS aims to do, there has to be a
market in services – services have
to be bought and sold. Until
recently, however, many countries
have not had markets in health
care, education, water and
sewerage, or energy. All have, by
and large, been provided by
government or non-profit organisa-
tions. The state has set up schools
and paid the teachers, built the
hospitals and trained the nurses
and doctors.

Markets are now being created
by enabling entities other than the
state to provide services. Privatisa-
tion of ownership – outrightly
selling-off water suppliers, for
instance – is an obvious means.
Other means are more hidden and
gradual: privatisation of service
provision (by requiring contracting
out, leasing or competitive
tendering); privatisation of finance
(charging users of the service,
private capital, private health
insurance) and the introduction of
internal markets (dividing purchas-
ers from providers of services).

Health care services have not
generally been explicitly privatised.
Instead, there has been an
incremental process of government
retrenchment accompanied by
private sector enlargement as the
services have been commercial-
ised. Markets – and thus the
potential for trade – have crept in
through the back door.

IMF and World Bank

Governments such as those in the
US, Britain, Chile and New Zealand
have themselves instigated the
gradual commercialisation of their
public health services. Others,
however, have been unable to
avoid doing so because of debt

and the influence of the International
Monetary Fund (IMF) and the World
Bank.

IMF programmes have compelled
many countries to reduce their public
spending on health, which is no
longer regarded as a productive
investment for human development
and economic growth, but as an
unnecessary financial burden and
expense which governments should
avoid.

Moreover, a “cost recovery”
strategy for public services has
invariably involved the introduction
of “user fees” or charges to patients,
even for basic health care, which are
now widespread through the South.
A 1998 World Bank report noted
that “about 40 per cent of projects
in the Bank’s [health, nutrition and
population] portfolio and nearly 75
per cent of projects in sub-Saharan
Africa included the establishment or
expansion of user fees”. Studies
have shown that such fees simply
decrease people’s use of medical
services. The results are often an
increase in child mortality, sexually-
transmitted diseases and tuberculo-
sis (TB). People die of easily-
treatable diseases because they
cannot afford to buy the medicines.

In Nigeria, Kenya and Ghana,
people’s use of hospitals and clinics
dropped by half within one or two
weeks of charges being introduced.
In one region of Nigeria, maternal
deaths rose 56 per cent while
hospital births declined 46 per cent
after user charges for emergency
admissions were introduced. In
Ghana, user fees in rural clinics
contributed to a doubling of child
mortality between 1983 and 1993.
Infant mortality has risen by one
quarter in Zambia since 1980, while
life expectancy has dropped from 54
years to 40. In Zimbabwe, the poor
were supposed to be exempt from
user fees levied on health services,
but a World Bank evaluation found

that just one-fifth of the poor could
obtain the necessary waivers.

The World Bank has been directly
involved in health policy planning in
the South since the mid-1980s. Its
1993 annual report, Investing in
Health, described public services as
a barrier to the abolition of world
poverty.  It still maintains that “if
market monopolies in public services
cannot be avoided, then regulated
private ownership is preferable to
public ownership” and that, in most
circumstances, “the primary goal of
public policy should be to promote
competition among providers.” The
report advocated incentives for the
purchase of private insurance,
privatisation of public services and
promotion of market competition.

The Bank’s health “reform” policy
has included making people pay for
their health care, reducing public
provision to a few programmes, and
turning over the rest of government
services to profit-making organisa-
tions and individuals.

The Bank currently operates over
200 health care projects, many
effectively requiring further privatisa-
tion of public health systems. The
Bank’s health spending is now three
times the budget of the World Health
Organisation. In 1998, Mexico
received the largest loan the World
Bank had ever made for health care,
$750 million, to change the “struc-
ture” of public health care opera-
tions.

In the west Indian state of
Maharashtra, the World Bank is
providing half the funding (Rs300
million/£4.4 million) for a private
hospital treating heart disease in a
joint venture with one of India’s
largest pharmaceutical companies,
Wockhardt. Wockhardt is linking up
with a large US health care insurer
and with the US Harvard Medical
School, which will train Wockhardt’s
medical staff and introduce them to
new medical technologies.
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(Organisation for Economic Cooperation and Development), public ex-
penditure on health services and education accounts for more than 13
per cent of gross domestic product.69 Much of this spending now goes
to public or voluntary bodies but could end up being channelled to for-
profit groups. Nearly 50 per cent of UK tax revenue now goes to profit-
making companies.70

It is often argued that the privatisation of public services brings
more competition, more private finance so as to lessen public expendi-
ture, less bureaucracy, more flexibility, greater opportunities for the

 . . . The IMF, World Bank and World Health Organisation
In the 1990s, the Philippines

instituted a cost cutting and privati-
sation programme in the health
sector. Now half of hospital beds are
private and most costs are paid for
by patients. An insurance system
covers just one-third of the popula-
tion. The government now spends
less than three per cent of its budget
on public health, but nearly 30 per
cent on servicing its debt.

Just three per cent of the World
Bank’s $1.8 billion poverty allevia-
tion programme in the Philippines
goes to fund health care –and most
of that goes towards projects related
to women’s reproduction. (The
project’s real intent is population
management, comments Antonio
Tujan, a Philippine NGO worker.) The
World Bank pays more for the
services and infrastructure for the
Subic Bay freeport zone, the former
US naval base which is being turned
into a base for US corporations such
as Oriental Petroleum, than on
health.

Other World Bank and IMF
policies have undermined people’s
ability to pay for health care: the
lifting of price controls; the freezing
of wages; the devaluation of local
currencies; and the reduction of
subsidies on basic essentials such as
food and transport. Many people,
especially women, now work longer
hours for lower wages and have less
food. Falling incomes, increased
prices for essential commodities,
declining basic services and an
increased women’s workload have all
led to more illness and deaths.

All these “reforms” have helped
commercial interests to cater to
wealthier people in developing
countries through private health care
insurance and private hospitals. Most
people are left dependent on a
poorly-equipped, shrinking public
sector; it is the affluent who call
upon rapidly-expanding and increas-
ingly high-cost private services.

“Before, everyone could get
health care”, said one person
interviewed during the World Bank’s
1999 poverty consultations, “but
now everyone just prays to God that
they don’t get sick because every-
where they ask for money.” Con-
clude medical researchers Kasturi
Sen and Meri Koivusalo:

“Strong private and increasingly
transnational interests are . . .
altering the nature and even the
existence of public health care
. . . systems throughout the
developing world with the
helping hand of international
agencies such as the World
Bank.”

The World Trade Organisation
regards itself as the coordinator of
the international transfer of such
policies. It asks “How can WTO
Members ensure that ongoing
reforms in national health systems
are mutually supportive and, when-
ever relevant, market-based?” The
EU, similarly, states that one purpose
of the WTO is:

“to provide a forum for negotia-
tions on trade relations, with a
view to achieving greater
coherence in global economic
policy making. In practice this
will involve close co-ordination
with the policies of the Interna-
tional Monetary Fund and the
World Bank.”

World Health
Organisation

More recently, the World Health
Organisation (WHO) has joined the
privatisation trend through its
advocacy of “public-private partner-
ships”, a trend which is leading to
the partial privatisation and commer-
cialisation of the UN system itself.
Cuts in national government contri-
butions to WHO have been one of

the forces driving it into “partner-
ship” with industry and the private
sector. WHO’s budget for the
financial year 2000/2001 is
US$1.86 billion, while that of
baby food producer Nestlé is
US$7.9 billion for its promotional
activities alone. The WHO ap-
proach has been criticised for
benefiting commercial interests
rather than public health initia-
tives.

Efforts are also being made to
restrict the WHO from regulating
industry in areas with health
implications such as baby food,
pharmaceuticals, tobacco and
alcohol. In 2000, WHO itself
admitted that tobacco company
consultants have had staff posi-
tions at WHO.

Sources: Hall, D., Globalisation,
Privatisation and Healthcare—A
Preliminary Report, Public Services
International Research Unit, Greenwich,
January 2001, website:
www.psiru.org; Price, D., Pollock, A.M.
and Shaoul, J., “How the World Trade
Organisation is Shaping Domestic
Policies in Health Care”, The Lancet,
354, 27 November 1999, pp.1889-
1892; “Health Hazard: How the
System Makes Us Sick”, New Interna-
tionalist, Issue 331, Jan/Feb 2001,
website: www.newint.org; Sen, K. and
Koivusalo, M., “Health Care Reforms
and Developing Countries: A Critical
Overview”, International Journal of
Health Planning and Management, Vol.
13, 1998, pp.199-215; Koivusalo, M.
and Ollila, E., Making a Healthy World:
Agencies, Actors and Policies in
International Health, Zed Books,
London, 1997; TRAC, Tangled Up In
Blue: Corporate Partnerships at the
United Nations, TRAC, 2000, website:
www.corpwatch.org; Richter, J.,
Holding Corporations Accountable:
Corporate Conduct, International Codes
and Citizen Action, Zed Books, London
and New Jersey, (forthcoming
September 2001); HAI, Public-Private
Partnerships: Addressing Public Health
Needs or Corporate Agendas?, Health
Action International, Amsterdam, May
2001, website: www.haiweb.org/
campaign/PPI/seminar200011.html.
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workforce, and more modern management practices. In practice, how-
ever, cartels develop and corruption is rife. Public money provides guar-
antees for private companies which simply avoid competition from the
public sector. There is little or no accountability or regulation within
the private sector, and job cuts or reduced conditions of work are com-
mon.

The bulwarks of public health – air quality, safe drinking water,
food safety, road safety, drainage and sanitation – have been under threat
because of privatisation for some time now; under GATS, they could
be permanently dismantled. The consequences are apparent in many
poorer countries today and in nineteenth century Europe: high mortal-
ity rates, especially high maternal death rates, a proliferation of conta-
gious diseases, and high levels of poverty and homelessness.71

The WTO Secretariat has acknowledged that restricting domestic
regulation creates a tension between trade expansion and national sov-
ereignty. But another critical tension is that between the goals of trade
more generally, as facilitated by privatisation, and the public interest.
As David Hall points out:

“Whether the private companies involved are national or for-
eign is arguably a less important issue for public services than
the impact of privatisation on financing or service provision . . .
There may still be negative development consequences of
globalisation of these services, from the entry of foreign capital,
but the distinctive damage to public services happens through
privatisation”.72

Health care researchers Allyson Pollock and David Price stress that
“the crucial factor is not so much domestic sovereignty as the way in
which public interest and public-health objectives can be over-ridden
by objectives that further trade”.73 Health care researcher Meri
Koivusalo argues that what the WTO really deals with “is not trade
barriers between nations or interests between the North and the South,
but . . . incentives and mechanisms which deal with the respective rights,
responsibilities and capacities of the private and public sector.”74

Turning Health Care Into Health Markets
Health care is just one example of a public service threatened by GATS.
Commercial interests now provide some of the health services in many
countries, sometimes in competition (albeit limited and regulated) with
public providers.75 In the UK, for instance, for-profit nursing homes
and privately-financed hospital buildings provide health services in
competition with public ones.76

This dual system gives the WTO a useful rationale for encouraging
further competition and privatisation through GATS:

“The hospital sector in many countries . . . is made up of govern-
ment-owned and privately-owned entities which both operate on
a commercial basis, charging the patient or his [sic] insurance
for the treatment provided . . . It seems unrealistic in such cases
to argue for continued application of Article 1.3 [that the service
is a government service] and/or to maintain that no competitive
relationship exists between the two groups of suppliers of serv-
ices”.77

The stakes are huge: expenditure on health in OECD countries is esti-
mated at more than US$3 trillion annually.78

The objective of
GATS is to
increase trade in
services, not to
improve health or
social equity.

The damage to
public services
happens through
commercialisation
and privatisation
rather than the
entry of foreign
capital.
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Marketing Health in Chile
At the beginning of the twentieth
century, Chile was a pioneer of
equal access to health services
for all. By the end of that century,
it had become a pioneer in free
market policies in health care.

Between 1979 and 1985, the
government sharply reduced
government and employer
contributions to health care
services, passing more and more
of the costs on to users through
wage and salary withholdings and
co-payments.

By 1995, seven per cent of
the gross pay of every person
formally employed was withheld
for health care. The employee
now decides where this deduc-
tion goes. Since 1981, one
option has been into a “plan” or
contract offered by an ISAPRE,
(Instituto de Salud Previsional), a
health insurance company
modelled on those in the United
States. Another is to the public
sector’s National Fund for Health,
FONASA (Fundacion Nacional de
Salud) and a third option is to the
public health care facilities, the
remnants of the national health
service, the SNS (Sistema
Nacional de Salud).

According to neo-liberal free
market thinking, these changes
were meant to foster the rise of
for-profit providers of health
services which have to compete
with each other in the medical
marketplace and are thus forced
to provide better care and to keep
costs down. While less is spent
from the public purse for health
services, reducing employers’
expenditures on health benefits is
supposed to enable more workers
to be hired and Chilean industries
to become more competitive in
world markets.

But while a greater number of
health care systems (both public
and private) offering an array of
options at various prices is now
available to each person, they are
not necessarily accessible to
each person. The determining
factor is not “choice” but one’s
ability to pay. This is clearly
indicated by looking at who takes
advantage of which “options”.
The health insurance companies,
the ISAPREs, have captured most
high-income Chileans while the
public system has wound up with
all the low-income workers.

Almost three-quarters of the
ISAPREs’ clients are in the top 30
per cent of Chileans by income,
while 41 per cent of those in the
public system are in the bottom 30
per cent. The average income of an
ISAPRE client is about seven times
that of the average wage earner in
the public system. In 1989, 21 per
cent of the users of the public
system – over two million people –
were too poor to have withholdings
or make co-payments.

A beleaguered public health
services system is meanwhile
supposed to attend to the health
needs of 70 per cent of Chileans,
not to mention 100 per cent of the
nation’s public health costs (environ-
mental health, sanitation control and
occupational safety).

It has become grossly under-
resourced: the government cut back
sharply on its contribution to the
public system on a per-person basis
by 43 per cent between 1974 and
1989. Between 1973 and 1988, the
number of employees in the public
health system was slashed from
110,000 to 53,000, even though
the number of people dependent
upon it grew by one million during
the same period. The remaining SNN
employees have seen their real
wages fall while they are assigned
greater workloads in deteriorating
working conditions.

Investment in equipment and
facilities has also been drastically
cut. A doctor at the Central Emer-
gency Hospital admitted:

“We don’t even have enough
sheets. We have to tell patients’
relatives to bring sheets,
syringes, medicines. It’s embar-
rassing and it’s demoralizing to
work now in a public hospital.
The patients we see here and
their families – they have to sell
everything, their furniture,
everything, to afford the medi-
cines. Sometimes, it’s better not
to tell them that, yes, we could
do something to cure you or
your loved one because you
know they won’t be able, even
with the help of relatives and
friends, to come up with the
money for the medicines.”

The sharp curtailment in government
funding for health care, together
with the flight of higher-income
people from the public system, have
generated inefficiencies. A patient
who has to stay in hospital for seven

days waiting for an X-ray takes
up space and other resources.

Excessive waiting periods
mean that many patients end up
in emergency care, placing their
lives in extra jeopardy and using
up more resources. One hospital
administrator said that an ulcer
is not likely to be attended to
until it bleeds when it will be
treated as an emergency at a
greater financial cost. Between
1984 and 1987, the greatest
increase of all categories for
medical treatments was in
“emergencies”, accounting for
40 per cent of the total.

The net impact of health care
liberalisation has been to shift
most of the cost of health
services onto consumers. In
1989, over 81 per cent of all
health expenditure in Chile came
from the wallets of consumers
themselves (up from 19 per cent
in 1974). The government
contributed only 17 per cent
(down from over 61 per cent in
1974). Employers contribute
only 1.6 per cent at most – by
and large voluntarily at that; yet
in 1974, their mandatory
contributions had amounted to
over 19 per cent of total health
expenditure.

The shift does not fall evenly
on all Chileans. Middle-class and
poorer Chileans have seen
dramatic increases in what they
must pay for health insurance
and services. Many higher-
income Chileans are likely to be
paying less; those 15 per cent of
Chileans with higher incomes
who use ISAPREs contribute not
a peso to the public system. By
the late 1980s, the government
was paying for only 38 per cent
of the public system’s budget. It
is the comparatively low wage
earners in the public system –
mostly hard-pressed lower
middle-class Chileans – who
subsidise heavily the health care
of over two million poorer
Chileans. In the words of Dr Raul
Donckaster of the Medical
Association, “It’s the poor who
help the poorest”.

Source: Collins, J. and Lear, J.,
Chile’s Free Market Miracle: A
Second Look, Food First Books,
Oakland, California, 1995.
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To date, however, GATS has not been instrumental in privatising
health care services and opening them up to foreign competition.79

Health and social services are “trailing behind other sectors” in the rate
they are being listed under GATS as open to competition. The WTO
acknowledges that some governments do not want to commercialise
their hospitals because they are part of their “national heritage”.80

As of 1998, 59 countries had put one or more aspects of their pro-
fessional (medical, dental, veterinary, nursing, midwifery, physi-
otherapy) services or health-related and social services (including hos-
pitals) under GATS. Medical and dental services had the highest tally
with 49 countries while 39 countries had agreed to open up hospital
services to foreign suppliers. In the financial services sector, including
health insurance, however, 76 countries have made commitments.81

Poorer countries have made more commitments in the hope of attract-
ing services they lack. Sierra Leone is the only country to have in-
cluded all eight health service categories under GATS, while the US
has included just hospital and health insurance services.

Even if they have made such commitments, however, such coun-
tries can still limit foreign suppliers’ market access and specify which
ways of supplying the service are open to competition (see Box, p.6).
The highest number of restrictions in ways of supplying health serv-
ices is in “commercial presence”.

Health Care for the Few
In Chile, the ISAPREs (Instituto de
Salud Previsional), health insur-
ance companies modelled on
those in the US, illustrate what
happens when the private sector
is given free rein in providing
health care within the free market
model.

• The essence of an ISAPRE’s
profitability is discrimination.
Most of the 30 or so ISAPREs do
not themselves operate health
service facilities: they sell health
insurance, and by the profit-
seeking logic of the marketplace,
they sell insurance only to those
least likely to need it. Most
ISAPREs screen out people with
certain congenital diseases and
pre-existing cancer and those
thought to be at high risk of
contracting AIDS. They refuse
applicants over 60 or 65 years of
age or charge them very high
premiums; by 1990, only two per
cent of ISAPRE subscribers were
retired. Psychiatric and dental care
are rarely covered. The ultimate
safeguard for the ISAPREs is that
the annual premium for customers
who have used health care
services over the course of a
single year is substantially hiked or
the customers are dumped with
little prospect of buying coverage
from another ISAPRE. ISAPREs
initially rejected women of child-

bearing age or required women to
certify that they were not pregnant
when they took out insurance.

• Government interventions consist-
ently favoured ISAPREs to the
detriment of the public health
system and the public purse.
When ISAPREs were authorised
legally in 1981, they took off slowly.
The government then intervened to
expand their market. In 1983, it
increased mandatory health care
withholdings from four per cent of
wages and salaries to five per cent,
and then to six per cent in 1984 and
to seven per cent in 1986. The 1986
Health Law mandated the public
system (FONASA) to take on the
payment of all medical and maternity
leaves and of neo-natal care for
those insured under ISAPREs. It was
also decreed that FONASA reimburse
wages lost by ISAPRE subscribers
due to illness after the tenth day of
absence from work and during the
90 days of maternity leave. Since
ISAPRE members tend to be higher
earners, it is more expensive to cover
their leaves of absence than those of
people who are not with an ISAPRE.
Yet again, the majority of Chileans,
lower middle class and lower income,
wind up subsidising the higher-
income minority.

• ISAPREs are allowed to use public
facilities for emergency cases and

major procedures such as heart
and brain operations, thereby
avoiding costly investments in such
facilities.

• Private medical care insurers, by
their very nature, do not invest in
preventive health care.

• Advertising and sales expendi-
ture have become a major part of
the “costs” of privatised medical
care. In 1989, one-sixth of
ISAPREs’ expenditure went on
advertising, sales and related
administrative expenses. Many
ISAPREs spent more than that,
some over one-third.

• It is meaningless to argue that
ISAPREs give “more efficient” or
even “better” health care than the
public system since they have so
many more resources. In 1989, the
ISAPREs had 6.5 times more
financial resources per person than
the public system. ISAPRE clients
consume 70 per cent of the total
deductions for health care, even
though they are less than 15 per
cent of the national population.
With the public system run into the
ground, most Chileans today would
choose to be in the private system
if they could afford to do so.

Source: Collins, J. and Lear, J., Chile’s
Free Market Miracle: A Second Look,
Food First Books, Oakland, California,
1995.
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During GATS 2000 talks, US negotiators have made health care a
special target:

“The United States is of the view that commercial opportunities
exist along the entire spectrum of health and social care facili-
ties, including hospitals, outpatient facilities, clinics, nursing
homes, assisted living arrangements, and services provided in
the home”.82

The US Coalition of Service Industries is calling for majority foreign
ownership of all public health facilities to be allowed:

“We believe we can make much progress in the [GATS] negotia-
tions to allow the opportunity for US businesses to expand into
foreign health care markets . . . Historically, health care services
in many foreign countries have largely been the responsibility of
the public sector. This public ownership of health care has made
it difficult for US private-sector health care providers to market
in foreign countries.”83

The US private health care sector also wants to gain access to “rapidly
expanding health care expenditures in many developed countries” ex-
periencing “an increase in their aged population”.84

Using GATS to Privatise Public Health Care
GATS could facilitate further privatisation and competition in health
care services if more countries are pressured during GATS 2000 nego-
tiations to list health care services on their schedules of commitments
in all ways of supplying the service.

In the longer term, challenges under GATS to public services could
be another way. The US could take Britain to the WTO disputes panel,
for instance, if the British government or any other body refused a US
multinational permission to buy a British public National Health Serv-
ice hospital which had been financed through the Private Finance Ini-
tiative. Similarly, the Canadian province of Alberta plans to allow pri-
vate, for-profit hospitals to provide services previously provided only
by public hospitals. If any of these private entities are based outside
Canada (and a US-based company could use NAFTA to gain access),
Alberta would be obliged to extend the same rights to every other “like”
foreign provider under the GATS most-favoured nation rule.85

A third way GATS could facilitate privatisation and competition is
if mechanisms and principles underpinning the design, funding and
delivery of public services are in effect proscribed – for example, if the
vague requirement for “domestic regulation” to be “least burdensome”
to trade is defined as “pro-competitive” (see Box, p.8).86 “Universal
risk pooling”, for instance, is a key principle of public health care serv-
ices and would be at risk because it is not “pro-competitive”. It means
that the different risks that people will need health care services are
pooled together across society. Some people are healthy most of the
time and need little health care, while others are chronically ill for
years on end and need more. Access and entitlement to health care
services are based on an individual’s need for them, not on their ability
to pay.

Also threatened is another widely-used principle: “cross-
subsidisation”. Under this principle, areas or services which cost less
subsidise areas and services which cost more. In many countries, prof-
itable services such as international telephone calls have subsidised

The United
States has the

most expensive
health system in

the world
covering the

lowest percentage
of its population.

Private health
providers do not

aim to provide
health care to

society, but
health products

and procedures to
individuals.
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Privatised health
services which
can be bought and
sold
internationally
will lead to less
effective, more
costly and more
inequitable health
care.

less profitable but socially beneficial telephone services in rural areas.
In transport, bus services or railway branch lines serving outlying areas
are easily paid for by routes in busy, more congested areas.87 Risk pool-
ing and cross subsidies between rich and poor, healthy and sick ensure
that all get tolerably equal access to similar levels of care because the
basis of public services aims to be redistribution.

Getting rid of cross-subsidisation is an essential step in service pri-
vatisation. It allows corporations to divide up integrated health care
services, extract the more profitable ones and the more profitable pa-
tients (usually those who least need health care) and leave behind a
reduced public sector. Such break-ups threaten the principles of uni-
versal coverage and shared risk that tax-funded (as in Britain and
Canada) or social-insurance-funded (as in France or Germany) health
care systems generally uphold.88

The trend is toward something like the United States’ health care
system, which has become dominated by for-profit organisations over
the past decade. There, researcher Robert Kuttner observes, tacit cross-
subsidies are being eliminated and hospitals treated more and more as
businesses:

“Temporary losses are defensible only as investments in future
profits, so cross-subsidy must be avoided . . . There is no place
for uncompensated care, unprofitable admissions, research, edu-
cation, or public health activities – all chronic money losers from
a strictly business viewpoint”.89

A revised GATS could not only reduce equitable access to health care
services. It could also undermine mechanisms for containing the costs
of public sector health care. It could override national regulations gov-
erning health care and affect the kind of services provided, restricting
rather than enlarging people’s choice of services and of the places in
which they are provided.90 With reduced public expenditure on health
and social services, women will increasingly have to take up the slack
and nurse the sick who cannot find or afford health care.91

Public versus Private
The main argument put forward for private health care is that it im-
proves the quality of care. If patients have to pay for services and can
choose where they spend their money (or the public money they are
doled out), then health and social services will be compelled to become
more economically responsible and efficient because they have to re-
spond to competition.

But it is difficult for patients to assess the quality of the health and
social services provided by private companies in any meaningful way.
Despite “performance” data such as league tables ranking hospitals
according to death rates or operations performed, most people will not
be equipped to decide where they should be treated, by whom and with
what, without the advice of their doctor. Moreover, rules and regula-
tions governing the public sector, for instance, setting minimum care
standards, often do not apply to or are not enforced in the private sec-
tor.

In the UK, cost has become the only relevant factor. But “the relent-
less drive towards ever greater cost savings through contracting out
has, in many cases, had a disastrous effect on service quality”.92 Hospi-
tal trusts which have contracted out “hundreds of millions of pounds of
support services over the past 17 years admitted that cost-cutting had

continued on page 25 . . .

The WTO is
contemplating the
systematic
destruction of
publicly-owned,
funded and
accountable
services.
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Britain’s National Health Service
Privatisation by the Back Door

The UK’s National Health Service
(NHS) has been a beacon to the
world. Despite being under-
funded and over-worked, particu-
larly over the past two decades,
it still provides high-quality
health care to most of the people
in Britain more cheaply and more
efficiently than almost any other
medical system in the world,
according to the OECD.

The health service is paid for
out of general taxation, which is
considered, even by the Financial
Times, to be the fairest, most
economical, most efficient and
least bureaucratic way of funding
the great bulk of health care.

But under the guise of
modernisation and reform –
which many of those working
within the NHS believe is
necessary – the country’s health
and social services are being
commercialised and privatised.

Given the general popularity
of the NHS and its entrenched
public nature, however, this
process has been ad hoc,
fragmented and covert. A first
step has been to undermine
confidence in public provision
through unrelenting criticism of
public services.

Some of the methods to
encourage for-profit involvement
in the NHS are well-known:
compulsory competitive tender-
ing for “support” services such
as cleaning, catering, laundry,
computing and laboratory
analysis, for instance. But other,
more subtle mechanisms, are
less familiar, mechanisms which
the World Bank is recommending
to other countries:

- separating the purchaser from
the provider of health services;

- introducing commercial
accounting and private
financing;

- allocating resources on the
basis of each patient’s health
risks rather than a population’s
health needs;

- introducing user charges and
private insurance.

Purchaser-Provider
Split

In 1991, the Conservative govern-
ment introduced an internal market
to the NHS by separating the
providers and purchasers of health
care services from each other.
Whereas health authorities through-
out the country used themselves to
plan and provide hospital services to
a local population within a geo-
graphic area on the basis of its
anticipated health needs, now they
had to purchase care from NHS
trusts (or the private sector) provid-
ing these services.

The NHS trusts running the
hospitals, meanwhile, had to com-
pete with each other to obtain
patients. Services were separated
from each other and other activities,
packaged into saleable and market-
able items, priced separately and
offered to purchasers, who began to
shop around for the best financial
deals. Despite further organisational
changes in 1999, the purchaser-
provider split remains.

Commercial
Accounting

At the same time, commercial
resource accounting procedures were
introduced. Since 1991, NHS trusts
have had to pay a “capital charge” to
the government for the use of
buildings and equipment – even
though the state already owns them
outright. The cost of replacing these
assets as new is estimated; the
trusts then pay 6 per cent of this
valuation out of their annual income
(even though if the state were to
replace the assets, it could borrow
money for about 3 per cent).

Trusts also became legally bound
to break even, ensuring that their
expenditure matched or was less
then their income. Indeed, the only
legal requirements of NHS trusts
providing hospital and community
services are now financial and are
not related to health care at all.

There are no legal mechanisms to
ensure that they serve the
interests of the local communi-
ties from which they draw their
patients.

In 1996-7, one-third of NHS
trusts failed to meet at least one
of their financial targets. Many
continue to fall short. Current
proposals would enable private
firms or other trusts to take over
trusts which do not meet their
statutory financial targets.

In an attempt to balance their
books and pay the capital charge,
trusts have had to reduce their
expenditure or increase their
income. Many have made major
cuts in staff and in the services
they provide, such as long-term
care, rehabilitation and elective
surgery (surgery for non-life-
threatening conditions).
Unsurprisingly, waiting lists for
operations have grown. Trusts
have also reduced their capital
charge by selling off assets: the
higher the value of the asset
base, the higher the capital
charge and the lower the budget
available for clinical care.

Trusts have also tried to
generate extra income by getting
in more private patients or more
funds for commercial research, or
by treating more patients more
quickly. “In effect, the hospital
becomes a factory for conveyor
belt care”, says health policy
professor Allyson Pollock and her
colleagues.

Thus hospitals and services
are now planned more according
to the financial demands of trusts
than to the clinical needs of the
people in the area they serve.
Affordability has become far
more of a critical constraint in
planning priorities in which
clinicians and public health
doctors are not required to be
involved. Administrative running
costs within the NHS are
estimated to have doubled
because of the imposed market
processes, rising from 5 per cent
to 12 per cent of total costs.

Moreover, the introduction of
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the capital charge provided a
stream of funding that could be
used to pay for new capital
investments – one that could be
channelled directly towards the
for-profit sector.

The Privatisation of
Public Funding

Capital spending within the NHS,
allocated by the government to
maintain, refurbish or replace
buildings, has been insufficient
for years. The backlog of mainte-
nance and repair in the NHS is
now over £3.1 billion.

But public capital funding has
now been virtually eliminated.
Trusts, which became responsible
for capital financing (by the
introduction of the capital charge)
instead of the government, have
thus had to turn to the private
sector to finance new invest-
ments if they want to remain
“competitive” in attracting
purchasers of their services (even
though private finance is more
expensive than public financing).

The Private Finance Initiative
(PFI), launched in 1992 by the
Conservative government, was
extended to the National Health
Service in 1997 by the Labour
government. A source of finance,
not funding, PFI allows private
companies and consortia to build
and own hospitals which they
lease to the NHS for between 20
and 60 years. The NHS pays for
the building’s capital and running
costs out of its incoming (mainly
public) revenue. In effect, public
funds subsidise the expansion of
the private sector.

PFI hospitals cost the NHS
more than if it were to build its
own hospitals. A new hospital in
Edinburgh, for example, would
have cost the state £180 million,
but will cost it £30 million a year
for 30 years at current prices –
£900 million in total. The health
authorities will meet these costs
by selling three existing hospitals,
and cutting 33 per cent of its
beds and 20 per cent of its staff
budgets.

Most PFI schemes involve
centralising hospitals on a single,
usually cheaper, site and selling
the land on which previous
hospitals were built. Private

money is now funding the largest
hospital rebuilding programme in
Britain for 30 years. And, ironically,
as Allyson Pollock points out, it “is
being paid for by the largest service
closure programme in the history of
the NHS”.

Overall, the introduction of the
private finance initiative to hospitals
in the National Health Service has
resulted in a 30 per cent reduction in
staffed acute beds and a 20 per cent
reduction in clinical budgets and
workforce. Some 12,000 NHS beds
have closed since 1997. Government
consultants have calculated that
every £200 million spent through the
PFI leads to the loss of 1,000
doctors and nurses. The costs of
proposed developments have soared
75 per cent.

Even in the short term, payments
for a PFI hospital are usually higher
than the capital charge to the
government. Annual payments range
from 11-18 per cent of the construc-
tion costs, compared to the 6 per
cent capital charge. Additional
payments cover cleaning, lighting
and laundry services that the private
hospital provides. Shareholders in PFI
schemes can expect annual returns
of 15-25 per cent. As hospital trusts
would never be allowed to go
bankrupt, there is no risk to the
consortia’s funds.

The planning, supply and support
of PFI hospital services is left to
private sector consortia. Detailed
information about PFI hospital
schemes, particularly planning
assumptions about the numbers of
beds and services needed, is rarely
publicly available because of com-
mercial confidentiality. The data that
has been obtained, however, sug-
gests that projections about clinical
activity and beds are lower than
current trends and health authorities’
projections.

Although ostensibly financing the
infrastructure only, the private sector
decides how to supply the services
and the investment needed to
support these services. Health
authorities and trusts no longer
control the number of hospital beds
or the levels of service they believe
are required for the people in their
area. The government health minister
said in November 2000:

“We had to get the hospital
building programme started. If
you like . . . we had to create a
market in PFI because there was
not a market.”

Although PFI is an expensive way to
build new hospitals and leaves less
money to be spent on patient care,
the government recently extended
the initiative to some 3,000 local
doctors’ premises, community
pharmacies, health centres and long-
term care facilities. Already health
care companies and property
developers are expanding into the
ownership and provision of primary
care premises. The government is
also considering encouraging the
private sector to coordinate payroll,
administration and computer services
for local doctors, and even the
provision of clinical services under
PFI arrangements.

In the year 2000, the UK
government promised £20 billion
($31 billion) of extra money to the
national health service over four
years. But where will this taxpayers’
money end up? A large chunk of the
billions the government has promised
to the National Health Service could
simply disappear into the for-profit
sector.

Per-Patient Funding

Health authorities receive block
budgets from central government on
the basis of the anticipated needs of
all the people in the geographical
area they serve. But the new NHS
primary care trusts which came into
effect in April 2001 will be reim-
bursed not on the basis of geo-
graphic populations but on that of
general practitioner’s patient lists.
This fundamental shift in funding
allocation is similar to the US
insurance based system (see pp.25-
26). It gives local health care
practices incentives to select
carefully the patients they enroll
(“cream skimming”) and to argue for
reimbursement linked to individuals’
needs. Both undermine the risk
pooling and risk sharing basis of
resource allocation on a geographic
basis.

Moreover, the government
recently introduced legislation which
allows trusts to put a time limit on
the care they provide to a patient
(rather than providing it for as long
as a patient needs it). The legislation
also creates an incentive for them to
redefine some care as “personal”
care (which can be charged for)
rather than “nursing” care. Taken
together, these changes pave the
way for replacing public sources of
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funding with private in some areas of
care. Trusts will be under financial
pressure to encourage patients to
take out private, voluntary insurance.

Overall, the reimbursement
mechanisms are being altered in
ways that facilitate a shift towards
personal insurance and user charges
for care that used to be free at the
point of delivery.

Private Insurance

Despite the running down of the
NHS, private medical insurance in
the UK has barely grown in a
decade, certainly not to a level that it
would erode the social solidarity
needed to support a state-run,
taxation-based medical service. Just
11 per cent of the UK population,
6.5 million people, have private
insurance, largely through their
employer – and they are concen-
trated in the richest quarter of the
population.

Many people in Britain still think
of private medicine as “hernia fixes
in nice surroundings” and assume
that if you are seriously sick, you
need to be in an NHS hospital. An
advertisement for one private health
care insurance scheme plays on just
these assumptions: “We use the
private facilities of the NHS [teach-
ing hospitals] in London, so you get
the best of both worlds. First class
medical treatment when you need
it.”

Those who want to leapfrog NHS
waiting lists tend to ignore the
insurance market and simply use
their own “out-of-pocket” money for
private treatment. The proportion of
elective treatments (for non-life-
threatening conditions) paid for
privately is just over 13 per cent and
has changed little since 1981.

Moreover, most private medical
insurance does not cover emergency
treatment. It tends to cover unfore-
seen (acute) medical conditions, but
only if treatment is likely to lead to a
full recovery. It does not usually pay
to treat long-term or “chronic”
conditions that have no known cure,
such as arthritis or asthma, or that
lead to permanent disability. Private
medical insurance focuses on those
who are good medical risks and
rarely extends to the over-75s who
are most in need. Where it does, the
cost of premiums escalates dramati-
cally to reflect the presumed higher
risk.

If those who could afford to do
so opted out of the public health
service, for instance, by claiming
rebates for taking out private health
insurance, the NHS would still retain
the vast bulk of its business –
children, the elderly and chronic
sick– but it would lose large parts of
its income.

Looking further into the future,
health care financing could have
implications for the genetic testing
of individuals for their predisposition
in later life to certain illnesses. There
is concern that people could be
charged higher health or life insur-
ance premiums, or refused insurance
altogether, if they had to tell the
prospective insurer the results of any
genetic test they have had, particu-
larly results indicating a susceptibil-
ity to a disease. The British govern-
ment recently stated that more
genetic tests would soon be available
on the NHS, but that they would not
have these discriminatory effects
because the health service is publicly
funded from taxation, not from
insurance. But the market changes
introduced into the health service
over the past decade which pave the
way for private health care insurance
cast doubt on these assurances. As
NGO activist Pat Mooney points out,
“if your doctor is also your insurance
agent, the fight for genetic privacy is
going to seem a little silly.”

Private Hospitals to
the Rescue?

Britain’s 300 or so private hospitals
predominantly treat five ailments:
replacement hips, hernias, hysterec-
tomies, heart conditions and haemor-
rhoids. At present, they do little
work at either end of the medical
spectrum where most patients use
or need the health system: primary
care such as visits to the local
general practitioner which account
for nine of ten patients using the
NHS (a market the private sector is
trying to enter), and catastrophic
injuries and illnesses. The NHS did
buy in 30,000 operations from the
private sector in 1999, but carried
out 6.5 million itself. In the year
2000, the private sector carried out
some 800,000 elective surgical
procedures.

But private hospitals could, if
permitted, corner the market in
conditions such as hip replacements,

cataracts and heart bypass grafts,
and then drive prices up. More
public services could be con-
tracted out and more charges
introduced. As The Observer
points out:

“what the Government – and
therefore all taxpayers – can
achieve with its health
budget will diminish because
private providers, which have
to make profits, will be
dearer”.

The need for commercial returns,
particularly for companies with
shareholders, could increase the
cost of providing health care.

When the US government
sent patients to private hospitals
run by the Hospital Corporation of
America (HCA), the company
sent back inflated bills and
expenses. The case has now
become the largest fraud investi-
gation in US history. The UK
Department of Health has no
experience of preventing private
hospitals finding imaginary
illnesses or performing unneces-
sary operations.

Costs, moreover, still fall on
the public sector for the training
of nurses and doctors and for
emergencies when operations go
wrong – private hospitals tend
not to have emergency backup.
Observer journalist Nick Cohen
points out that the NHS does not
“appear to know that their
[private sector] record of treating
patients who suddenly develop
complications and need emer-
gency care is terrible”. In the year
2000, there were nearly 142,000
admissions from private hospitals
to the NHS.

But instead of restoring public
provision of beds or abandoning
private finance, the government
has turned to the private sector
to make up the shortfall which it
itself produced. In October 2000,
it signed a “concordat” with
private hospitals and nursing
homes to treat NHS patients for
waiting list operations, intensive
care, and rehabilitation and
preventive services for the elderly
(intermediate care). The arrange-
ment will make it easier for
private sector companies to
operate former NHS facilities and
clinical services and to take over
the clinical workforce. The
government is also considering
allowing private contractors to
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manage health authorities and
primary care groups, and to run
specialist services such as
diagnostic centres, cardiac and
neuro surgery, and radiotherapy.

Just half the private hospital
sector’s 10,000 beds are usually
occupied compared to the
186,000 in the public sector
which are now almost always
occupied. Two-fifths of general
and acute hospital beds are
occupied by people, mainly
elderly, who are not well enough
to go home but not ill enough to
need to stay in hospital. New
legislation passed in 2001 allows
NHS bodies in future to redefine
what health care shall be free and
to charge patients for “personal”
care (washing, feeding, toileting
and dressing) but not “nursing” or
“medical” care. There are no
regulation or accountability
mechanisms for this increasing
use of the private sector.

These proposals could enable
the private sector to expand
rapidly as hard-pressed hospital
trusts shift elderly patients from
hospital beds into for-profit
intermediate care. The trusts
would pay for the first six weeks
of their stay, but subsequently
charge for personal care, which it
would be in the trusts’ financial
interests to define as broadly as
possible. Ultimately, public
funding could be further reduced
or withdrawn altogether. This was
the pattern followed by long-term
nursing and residential care in the
1980s.

Privatisation of
Long-term Nursing
and Residential Care

In 1983, the government allowed
people entering private homes to
claim social security (welfare) to
pay for their care, an option not
available to residents in public
homes provided by local authori-
ties or the NHS. This system
created an incentive for public
authorities to switch the elderly,
disabled and mentally-ill into the
private sector, close down the
services and homes they did
provide, and thereby release funds
for themselves through reduced
expenditure and the sale of
assets.

This “unrestricted availability of
an untapped funding stream”, says
consultant geriatrician Peter Crome,
fuelled the extraordinary growth in
private institutional care in the
1980s and 1990s: 175,000 places
in 1985 had nearly quadrupled by
1998 to 650,000 places, a growth
funded almost entirely out of the
public purse. Today, the state
provides not even one-fifth of places
but pays for the care for 70 per cent
of people in private residential and
nursing homes. Residential and
nursing home care firms make much
of their profit by paying low wages
to casual labour, mainly women. Low
staffing levels are associated with
poor quality of care, but there are no
legal minimum staffing requirements.

Once the private sector had
developed, the government switched
the funding for long-term care from
the national social security budget to
that of local authorities, which could
set eligibility criteria. An increasing
number of some of the most vulner-
able groups in society —the elderly,
disabled and the long-term sick –
now pay for their own care, or go
without. There are widespread
differences across the country in
assessing needs and determining
eligibility for services or for financial
support, creating inequities. Access
to care is increasingly based on
ability to pay. Long-term care has
become primarily an individual rather
than collective responsibility. Con-
cludes health care researcher Allyson
Pollock:

“there is little evidence to show
that the shift to private-sector
financing and ownership of long-
term care by these companies
will save money, especially if the
corporations in the UK have
similar patterns of spending on
administration, capital and
profits to those in the USA.”

Conclusion

Since it was set up in 1948, the
NHS has made great gains in ironing
out inequities throughout Britain in
the availability and accessibility of
health and social care services. The
various structural changes made to
the financing and delivery of these
services over the past decade,
however, could reverse these efforts,
conflicting as they do with the
principles of universal coverage,
shared risk and redistribution that
tax-funded or social insurance-

funded systems generally uphold
and aim for.

The NHS would not be
dismantled but reconfigured. It
could be left as a “sink service”
trying to cope with emergencies
and complex health conditions,
while the private sector made its
profits from the more lucrative
parts of health care such as
elective operations and intermedi-
ate care – and from public
subsidies

  Once the NHS model of
universal care, free at the point of
delivery, is lost, it will be difficult,
if not impossible, to get it back. A
publicly-accountable health
system, resourced with adequate
public funds, is the most effective
way of providing decent health
care to the majority of a country’s
citizens.

Thanks to Allyson Pollock.
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directly led to the filthy NHS wards, dirty bed linen and inedible hospi-
tal food of public infamy”.93 In the past three years, private companies
contracted to provide support services to the NHS have incurred more
than £2 million in penalties because they did not meet performance
standards. Low pay and poor working conditions are two of the main
causes of poor quality care, yet the benchmark of tendering and award-
ing contracts is cost rather than quality. Many NHS managers now rec-
ognise that “privatisation is not an infallible cure for service inefficien-
cies”.94

Pressure from the families of hundreds of those who have died or
been left disabled, brain-damaged or in severe pain as a result of inad-
equate care in private facilities led to a Care Standards Act in 2000 to
enforce standards in private hospitals, and residential and nursing homes
in the UK.95 “Almost without exception, all of the tragedies . . . have
been due to private hospitals being inadequately staffed”.96

Analysis of the quality of care provided by for-profit entities in the
United States casts further doubts on the assertion that the private sec-
tor provides better quality.97 Says Peter Julian of the Council of Cana-
dians, “Virtually every credible study ever done has shown that pri-
vate, for-profit health care is more expensive, less efficient and of lower
quality than public health care”.98

But if quality of private (and public) care could be assured, evalu-
ated by public health concerns rather than economic benchmarks such
as the number of patients being treated or the length of waiting times,99

it may be argued that using state money to pay a commercial company
to provide health care services is no different from using it to fund
public services. Moreover, private services, it is said, can fill the gaps
in the public system.

In practice, the move to for-profit providers undermines the public
sector in several ways (even though this private sector depends upon
the public sector). When public and voluntary hospitals and health serv-
ices have to compete with commercial providers for funding, whether
provided by the state in the form of per-person public funds or private
insurance or co-payments (additional payments by patients), less money
ends up flowing into the public system. Competition also leads to com-
petition for patients – the private sector tends to take the healthier and
wealthier. Typically, the public sector is left to care for more vulner-
able people whilst at the same time contending with cutbacks in fund-
ing.

The inevitable result is a loss of preventative services: the public
sector has less money for these services, while the private sector is not
interested in them. Private health providers do not aim to provide health
care to society, but health products or surgical procedures to individu-
als. They will not supply inherently unprofitable care to anyone, least
of all to those who are in no position to pay for it.100 And as public
service activist Dexter Whitfield points out, “the penultimate privati-
sation system is one in which taxpayers fund service provision, but the
private sector own and mange the infrastructure and operate services”,
the system that Britain is embarking upon.101 Health care, moreover,
cannot be planned on the basis of individuals or highly-segmented
medical practice: it is about populations and matching resources to
known priorities.

Changes in health care provision in the United States and Latin
America over the past two decades illustrate these trends clearly. In the
early 1990s in the US, a growing number of hospitals, health mainte-
nance organisations (HMOs, or insurer-type intermediaries between

. . . continued from page 20
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employers and hospitals), nursing homes, home care services and hos-
pices became for-profit companies publicly traded on stock exchanges.
HMOs, transformed from a social form of medicine into multibillion-
dollar businesses depending on a mixture of public funding, private
health insurance and user charges, acquired non-profit hospitals cheaply
and gained effective control over US hospitals. The pursuit of market
share, the search for profitable admissions and relentless cost-cutting
came to dominate all aspects of health care, even that provided by so-
cially-oriented entities. By the late 1990s, pressure to protect profit
margins had led to insurers and hospitals avoiding sick patients, the
micro-management of physicians, a worsening of staff-to-patient ra-
tios, and the outright denial of care to many. Instead of exercising greater
efficiency in the use of available resources and greater integration of
preventive and treatment services, the industry merely tries to avoid

Health care is
public rather than
private or
individual and
should be funded,
managed and
governed as such.

Trade Encroaching on Health
The World Trade Organisation, not
the World Health Organisation, is,
according to some, the interna-
tional agency with the greatest
impact on health. Trade policies
have a substantial influence on
health and the environment, while
measures to protect the environ-
ment and human health are often
regarded as trade barriers. WTO
agreements do allow regulations
to be exempt from their rules
because of public health con-
cerns, but the exemptions have
been narrowly formulated and
interpreted on the grounds that
countries could use health and
safety regulations as covert trade
barriers.

The dispute settlement process
compares like commodities with
like, ignoring to a large extent the
processes and practices involved
in producing them. It requires any
regulations stricter than interna-
tional standards to be based on
scientific risk assessment. The
implications for health, safety and
environmental concerns are
serious. For instance, no account
is taken of the differences be-
tween a small-scale manufacturer
and a multinational company, nor
between production processes
based on high labour standards
and those based on low standards.
There is no requirement for the
trade experts who comprise
tribunals to concern themselves
with public health. Public health
and safety measures which are
the “least trade restrictive” are
favoured. Voluntary measures are
favoured over compulsory ones –
labelling or fines over taxation,
bans or advertising restrictions.

Individual responsibility is favoured
over public responsibility.

Other WTO
Agreements

Three other WTO agreements
besides GATS have particular
implications for health:

• The Trade Related Intellectual
Property Rights Agreement (TRIPs)
sets minimum standards of protec-
tion for all forms of intellectual
property: patents, copyrights,
trademarks, and industrial designs
and licences. It obliges governments
not to disclose of information of
commercial value provided for
marketing licences, for instance, for
pharmaceuticals and agricultural
products. TRIPs allows patents to be
granted on products and processes
for 20 years. It allows patents on
seeds, pharmaceutical drugs, genes
and diagnostic tests, and also on
minor innovations which are more
“discoveries” than an “inventions”.

TRIPs does not promote free
trade: it protects monopoly rights
rather than encourages competition.
Even free trade advocate Jagdish
Bhagwati has described the WTO’s
intellectual property protection as “a
simple tax” for most poor countries
on their use of such knowledge,
“constituting therefore an unrequited
transfer to the rich, producing
countries”.

But TRIPs is justified on the
grounds that it ensures investment in
research and development (R&D),
and balances the interests of rights-
holders with those of consumers and
the public. In practice, however, it
has probably hampered R&D in areas

of little commercial interest, while
the “balance” is tilted in favour of
the rights-holders, not least
transnational corporations.

TRIPs has recently gained
international public attention because
of its implications for the access
people in the South have to pharma-
ceutical drugs, particularly AIDS
drugs in Africa. But this is just the
tip of the iceberg of TRIPs-related
health concerns.

Patents increase the prices of
pharmaceutical drugs which are paid
for in most countries by the sick or
from health budgets, whether public
or insurance based. Patents do not
direct corporate R&D towards
serious or prevalent diseases or
towards more cost-efficient drugs.
Thus research on products which
have large potential markets –
obesity, ageing, impotence and
baldness – prevails over health policy
interests. R&D costs are rarely
revealed, although it is known that a
pharmaceutical company’s marketing
budget usually exceeds its R&D
costs. Public institutions and public
funding often carry out and support
much of the basic research and
product development needed before
pharmaceutical drugs are brought to
market, but this input is rarely
recognised in the awarding of
patents. The use and promotion of
TRIPs thus encourages the
misallocation of public funds to
corporate marketing efforts, shifting
money from the sick and the poor to
corporate shareholders.

Moreover, intellectual property
rights are hindering the dissemina-
tion of knowledge and technology.
Industrial countries currently hold 97
per cent of all patents worldwide,
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“Health care is
not a commodity

and thus not a
tradable good”.

International Labour
Organisation

while 80 per cent of patents granted
in developing countries belong to
residents of industrial countries.

• The Agreement on Applications of
Sanitary and Phytosanitary Measures
(SPS) covers food safety and
regulations governing human, animal
and plant health. Any measure a
government takes to protect human,
animal or plant life or health should
be based on international standards,
guidelines and recommendations
drawn up by recognised bodies such
as the FAO/WHO Codex Alimentarius
Commission which deals with foods,
hormones and additives. Any country
wishing to implement stricter
standards has to base them on
scientific risk assessment.

The interpretation of this risk
assessment, and thus the possibility
of stricter standards, has implica-
tions for health policies. Disputes
involving the SPS Agreement have
raised issues about the burden of
proof, the use of precaution, and
definitions of risk assessment,
scientific evidence and necessity.

Take, for example, regulations
covering potentially hazardous
methods of production, such as
those which have potential carcino-
genic or hormonal impacts if people
are exposed to them over the long-
term or at low-level doses. Such
regulations are more open to chal-
lenges under the WTO than regula-
tions governing finished products
because of known evidence of the
immediate and specific hazards
caused by such products.

The WTO disputes panel has
generally ruled that public policy
measures not supported by sufficient
quantitative scientific evidence
violate WTO rules. For example, the

WTO ruled that the EU’s ban on
hormone-treated beef was higher
than international standards, was not
supported by scientific evidence and
did not address defined risks.
Precautionary measures, however,
may be appropriate for risks which
are small but which have potentially
catastrophic consequences.

The Codex Commission has long
been dominated by representatives
of the industries for which the
Commission sets standards (although
the industry representatives attend
as part of a WTO member country’s
delegation). The US has recently
called for sections of Codex invoking
the precautionary principle to be
removed entirely.

•  The Agreement on Technical
Barriers to Trade (TBT) encourages
countries to use internationally-
agreed standards for their technical
regulations but the regulations
cannot be more “trade restrictive”
than necessary. It does not identify
the standards it favours – those of
the WHO or of a manufacturer could
be considered equally valid.

The International Standards
Organisation (ISO), for example, is
an industry-based organisation (not
an inter-governmental one like
Codex) which has been accepted by
the TBT as eligible to draw up
international standards. The ISO has
recently become involved in setting
water standards, raising concerns
that such standards will be ratcheted
downwards to reflect industry
preferences and priorities rather than
public health.

TBT thus has implications for the
production, labelling, packaging and
quality standards of pharmaceuticals,
biological products and foodstuffs.

Poverty and Hunger

Besides these specific WTO
agreements, various socio-
economic factors associated with
the current expansion of interna-
tional trade have direct impacts
on health as well. Poverty remains
the main cause of ill health.
Economic liberalisation, which the
WTO facilitates, has contributed
to unemployment, low wages and
higher food costs. The environ-
mental impacts of economic
growth – climate change, defor-
estation, loss of agricultural land,
desertification, air and water
pollution –  all have negative
health impacts as well.

In many poorer countries, the
major cause of ill-health and
mortality is not infectious disease
but simply hunger. Malnutrition
causes death and disease. An
adequate diet and clean water are
probably the best drugs against
many infectious diseases. Asks Dr
Dorothy Logie of Medact, a UK
lobby group of health profession-
als working to alleviate the
threats to health of poverty,
environmental degradation and
violent conflict: “What is the
point of immunising children if
we’re then going to starve them?”

Sources: Koivusalo, M., World Trade
Organisation and Trade-Creep in Health
and Social Policies, GASPP Occasional
Paper 4/1999, Helsinki, 1999,
website: http://www.stakes.fi/gaspp;
Rowson, M., “Globalization and
Health-Some Issues”, Medicine,
Conflict and Survival, Vol. 16, 2000,
pp.162-174; Wallach, L. and Sforza,
M., Whose Trade Organization?, Public
Citizen, Washington, 1999, website:
www.citizen.org.

costs.102 “More than any other country”, concludes The Economist,
“America has turned health care into a business”. Health care is the
largest sector of the US economy; over $1 trillion is spent on it every
year, 46 per cent coming from government insurance programmes.103

Nonetheless, some 44 million US Americans – one in six people – do
not have health insurance, while millions of others are underinsured.104

Latin America, meanwhile, (particularly Chile, Colombia, Peru,
Argentina, Brazil, Mexico and Venezuela) has become a testing ground
for the privatisation of health care in the name of “reform”, pushed by
the World Bank, Inter-American Development Bank and US-trained
national economists, and by the export targets of US health care pro-
viders and insurers. Private insurers tend to select the “best risks”, mainly
young and healthy people. They reject those with chronic illnesses and
leave behind those who cannot afford the insurance. Private companies
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tend not to operate in the countryside where health services have al-
ways been sparse.105 As The Economist points out, “The poor in rural
communities are unattractive clients for managed-care organisations,
and may languish outside the new systems.”106 Many “informal” or
casual workers are also outside the public health system.

Yet private operators rely on the very state health and social serv-
ices that they are undermining. They take trained and experienced staff
from the state system, select patients whose needs the public services
have already identified, offer only the (profitable) services they want
to, and set up private facilities, ranging from laboratory analysis to
residential care, which can be rented or contracted out to the public
service. The WTO itself acknowledges that:

“private health insurers competing for members may engage in
some form of ‘cream skimming’, leaving the basic public sys-
tem, often funded through the general budget, with low-income
and high-risk members. New private clinics may well be able to
attract qualified staff from public hospitals without . . . offering
the same range of services to the same population groups”.107

In Brazil, the private sector can now offer 120,000 doctors for one-
quarter of the population, whilst the public sector has fewer than 70,000
doctors for everyone else. As Public Services International concludes,
such private health care “is never cheaper or more comprehensive than
state care”.108 The US is the most extreme example of this provision: it
has the most administratively expensive health system in the world
covering the lowest percentage of the population.109

In India, under the influence of World Bank reforms, medical care
has been handed over to the private sector without mechanisms to en-
sure the quality and standards of treatment. Infectious disease control
programmes run by the state have been disrupted by being deprived of
funds. Similar results have occurred in Sub-Saharan Africa.110

Private provision, in other words, is not an effective means to pro-
mote public health. Yet without good public health, the health of every
individual is endangered.111 As food policy analyst Tim Lang points
out, many public health gains such as clean air, clean water and food
safety were won once the affluent and the middle classes recognised
that they could not escape the consequences of unhealthy conditions
and that it was in their interests to tackle the causes of ill-health to-
gether.112 Many of the pioneers striving for more and better housing in
Britain, for instance, argued that housing improvements were not just a
social right but also a health gain for all. As Geof Rayner of the UK
Public Health Association points out, “a market-based approach to health
not only drives up the costs of health care, but it can also lead to disin-
terest in the factors that make people ill. A consumer society promises
– falsely – that medical technology can fix diseased individuals, and
that good health can be bought and sold in the marketplace rather than
being something to promote or work for.”113

Conclusion
By means of GATS, the WTO is stage-managing a new privatisation
bonanza. Multinational and transnational corporations, including phar-
maceutical, insurance and health care companies, are lobbying hard to
capture the chunks of gross domestic product that governments cur-
rently spend on public services such as health and education. Revi-
sions to GATS are by and large being proposed by trade negotiators
from countries bent on obtaining better market access to export mar-

Services
liberalisation will
result in the mass
marketisation and
privatisation of
health, education,
social care and
other public and
welfare services.

Publicly-funded
healthcare carried
out by the private
sector is not a
public good but a
private subsidy.
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The World
Trade

Organisation is
one of the most

important
influences on
health today.

Trade issues and
TNC interests

“will increasingly
override public
policy, distort

planning, divert
resources . . .

marginalise social
and human needs,

impose new
charges and create
two-tier systems.”

Dexter Whitfield,
Public Services or Corporate

Welfare,
Pluto Press, 2001.

kets for domestic industries. Officials in other government departments
responsible for health, agriculture or the environment may not be aware
of what is being negotiated, nor the implications. Publicly-accountable
services could be dismantled and the door effectively closed to ever
reviving them.

A wide range of Southern governments, unions and NGOs contend
that a thorough assessment, independent of the WTO and associated
bodies such as the World Bank or IMF, of the health, social, environ-
mental and cultural impacts of existing service liberalisation (and in-
deed of all the WTO agreements) must be conducted, with special ref-
erence to the poorest and to women, before negotiations continue on
GATS. Some commentators believe that:

“it would be reckless for governments to expand the GATS be-
fore the full implications of existing provisions and current cov-
erage have even been assessed or become widely known. Rather,
the GATS policy implications should . . . be reviewed, assessed,
fully debated and, where necessary, the agreement should be
formed or rolled back. To expand such an agreement would be
irresponsible.”114

Many British Members of Parliament, too, have called on the govern-
ment to ensure that there is an independent and thorough assessment of
the likely impact of the extension of GATS on the provision of key
services, both in the UK and internationally.115 GATS itself mandates
an assessment of trade in services, particularly of the impacts on devel-
oping countries (Article XIX), but the WTO Secretariat has done little
so far towards this..

The African Group of countries believes that developing countries
have already made “extensive concessions” without receiving suffi-
cient benefits in return. The WTO Secretariat acknowledges that many
developing countries signed on to GATS in 1995 without appreciating
the Agreement’s full implications. Many of them have poorly-devel-
oped public services and made some wide-ranging commitments in the
belief that foreign direct investment would step in to provide them.
Several developing countries are arguing that they should not liberal-
ise their service sectors further, but that the developed countries should
reduce their subsidies and open up areas such as textiles and agricul-
ture in which developing countries often have a comparative advan-
tage.116 Developing countries have also pointed out that GATS outlines
several clear specific and detailed rules to ensure the movement across
borders of capital related to the supply of services, but nothing compa-
rable concerning the movement of people (see Box, p.12)117

Public sector unions are calling for public services to be modern-
ised and improved, but based on principles of democratic accountabil-
ity, effective delivery, adequate funding, equality of access and fair-
ness and partnership at work.118 The current ostensible “exclusion” of
public services from GATS should be made actual for services pro-
vided in the public interest.

Opposition to GATS, however, should go hand-in-hand with sup-
port for campaigns against privatisation more broadly and generally. It
would be a hollow victory for GATS to be curtailed only for bilateral
and plurilateral arrangements with the same effects to increase (see
Box, p.30) or for the IMF’s hold in the South to tighten. After all, many
governments are already themselves restructuring public services; in
several respects GATS is merely a mechanism for “locking-in” exist-
ing commercial practices. In Ecuador and Brazil, various groupings
and coalitions of physicians, public health activists, trade unions and
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If Not Multilateral, Then Bilateral
The Proliferation of Other Avenues

One aim of including services
within the rules governing
international trade was to
improve upon the time-consum-
ing, laborious and chaotic
process of negotiating separate
treaties bilaterally or regionally
between countries. But the
bilateral or regional approach
has not only continued but
proliferated from the EU to the
Americas, Africa and Asia.
When he was Vice President of
the European Commission, Leon
Brittan acknowledged in 1998
that the Commission was:

“using regional negotiations
to open up the services
economy in our partner
countries . . . to the East,
in the Mediterranean, with
South Africa, with Mexico
and the US.

Over 400 wide-ranging bilateral
treaties have been agreed in the
past two decades, but have
largely evaded public scrutiny.
The number of bilateral invest-
ment treaties quintupled in the
1990s from 385 in 1989 to
1,857 at the end of 1999.
More than half of them (1,013)
were between Western coun-
tries and developing or Central
and Eastern European countries.
Except for 11 between Western
countries, the rest were
concluded between Third World
and Central and Eastern
European countries.

The treaties are designed to
ensure the security of foreign
direct investments. The United
Nations Conference on Trade
and Development (UNCTAD)
describes bilateral investment
treaties as “the most important
protection of international
foreign investment” to date.

The main provisions of such
treaties are not dissimilar from
those of GATS or the aban-
doned OECD Mulilateral
Agreement on Investment
(MAI). They usually cover the
scope and definition of foreign
investment; admission of
investments; national and most-
favoured nation status; fair and
equitable treatment clauses;
compensation guarantees for
expropriation, war and civil

unrest; guarantees of fund transfers
and the recuperation of capital gains;
subrogation of insurance claims; and
dispute settlement provisions.

US President Clinton said that
the US-Uzbekistan treaty created
“conditions more favorable for US
private investment” and was de-
signed to “protect US investment”.
The underlying goal would seem to
be not to facilitate Uzbek investment
in the US, but to enable US interests
to extract raw materials more easily
and take advantage of cheap labour.

The majority of treaties designate
the World Bank’s International
Center for the Settlement of Invest-
ment Disputes (ICSID) as the
arbitration body. This supra-national
and private transnational organisa-
tion has the task of adjudicating
virtually all investment disputes
without democratic structures or
transparency.

Deeper than GATS

The announcement of a bilateral
trade deal between Singapore and
Australia highlighted, according to
the Financial Times, “the increasing
view among some world leaders that
the bilateral may be the best, even
only, way to stimulate global liberali-
sation”.

Indeed, a fervour for free trade
agreements has been sweeping
through the Asia-Pacific area with
Australia, Canada, Chile, Japan,
South Korea, Mexico, Singapore and
New Zealand rushing to sew up a
web of bilateral deals spanning the
region. Asean (Association of South
East Asian nations) leaders have
proposed an ambitious free trade
area with China, Japan and South
Korea. Much of this activity is due to
the WTO renegotiations being
stalled, although many Asian
governments also do not want to be
left outside other trade groupings
such as NAFTA, the EU and
Mercosur (the South American
customs union).

Of the proposed US-Singapore
agreement, the President of the US
Council of Service Industries, Robert
Vastine, stressed that it “will be the
basis for bilateral agreements with
Chile and with other countries, and
for services negotiations in the WTO

and in the FTAA [Free Trade
Area of the Americas]”. Vastine
added that “a safeguard
provision for services . . . would
both be harmful and a bad
precedent”. Meanwhile, accord-
ing to Member of the European
Parliament Caroline Lucas, the
EU is:

“completing a whole series
of bilateral trade negotia-
tions in which the services
agenda goes far beyond
anything even dreamed of in
the GATS agreement”.

The services liberalisation
envisaged in these agreements
not only goes much deeper than
GATS but would also be
implemented much faster. The
EU’s agreement signed with
Mexico, for instance, has a
larger scope than any other
agreement the EU has ever
concluded with a third country,
and exceeds the services,
investment and intellectual
property provisions in the North
American Free Trade Area
(NAFTA).

The US and the EU have
dominated the development of
the WTO and have also led the
trend by which countries get
what they want through other
means, using whatever avenue
best suits their purposes,
including numerous hard-to-
scrutinise bilateral deals. As
public service activist Dexter
Whitfield points out, “states are
bound up in a web of multina-
tional trade and financial
treaties, agreements and
membership of regional and
worldwide bodies.”

Sources: Sorensen, N., “Bilateral
Investment Treaties and Disputes”,
memo, Institute for Agriculture and
Trade Policy, February 2001;
McNulty, S., “Bilateral Trade Deals
Gain Favour”, Financial Times, 16
November 2000, p.17; de
Jonquières, G., “Asian Ambition”,
Financial Times, 28 November 2000,
p.24; Lucas, C., EU-Mexico Report,
(mss), January 2001; Vastine, R.,
letter to USTR Barshefsky on US-
Singapore FTA Negotiations,
December 15 (no year given),
website: www.uscsi.org/publica-
tions/papers/ustr.htm, accessed 24
March 2001; Whitfield, D., Public
Services or Corporate Welfare, Pluto
Books, London, 2001.
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community groups resisting the privatisation of health care services
and supporting alternatives to strengthen public services are working
along similar lines to GATS critics. So are activists in other countries
who stress that the public sector can be cheaper, as efficient, more flex-
ible, more transparent and accountable than privatisation or public-
private partnerships.119

International rules governing investment are certainly needed. The
current set, however, and the way in which they are implemented, are
invariably a charter for corporations to do as they please. Just because
the World Trade Organisation, and indeed the World Bank and IMF,
are doing the wrong job does not mean that international institutions
are not needed to iron out the vast inequalities of the global economy
or to prevent further meltdowns in financial markets. At issue is not
whether to have rules governing international trade but what kind of
rules to have and how they should be implemented so that they do
not have adverse health, social and environmental impacts nor exacer-
bate inequities. As Kevin Watkins of Oxfam stresses, “We desperately
need a rules-based system of global governance that places people be-
fore corporate profit, and shares the benefits of globalisation more
equitably.”120

Health is a fundamental human right, recently defined under the
Covenant on Economic, Social and Cultural Rights: “all people have
the right to the highest attainable standard of health . . . as a prerequi-
site for the full enjoyment of all other human rights”. Human rights and
public health policies are indispensable. Trade policies, however, are
negotiable.
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Trading Health Care Away?
GATS, Public Services and Privatisation
Last year, the World Trade Organisation (WTO) began talks to expand
one of its agreements – the General Agreement on Trade in Services or
GATS. Services are now a significant part of the economies of industrialised
countries and are governed by complex domestic regulations. These
countries are now trying to revise the Agreement to increase international
trade in services. If they are successful, GATS could be used to overturn
almost any legislation governing services from national to local level.

Particularly under threat from GATS are public services – health care,
education, energy, water and sanitation, for instance. All of these are
already coming under the control of the commercial sector as a result of
privatisation, structural adjustment and reductions in public spending. A
revised GATS could give the for-profit sector further access and could make
existing privatisations effectively irreversible. Experience in the United
States and several Latin American countries, where health services have
been run for profit over the past decade or so, suggests that the result will
be a decline in accessibility to health care worldwide.

This briefing outlines the growth in services in recent years, the main
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aims in extending the Agreement. It details how public services may not
in fact be excluded from GATS. It considers what may happen if private
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