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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 rulesin 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!

The US, EU, Japan and Canada are trying to revise GATS
so that it could be used to overturn amost 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, beturned
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 aready coming under the control of the com-
mercial sector asaresult of privatisation, structural adjustment
and reductionsin public spending. A revised GATS could give
the commercial sector further access and could make existing
privatisations effectively irreversible. Experiencein the United
Statesand severa 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 itsimplications. But
several countries are demanding that a wide-ranging assess-
ment of the impact of afree market in services be carried out
before any more so-called trade barriersareremoved. 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 powe.

Q mid the shouts of demonstrators, the protests of South-



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 aimsin extending it. It detailshow public serv-
ices may not in fact be excluded from GATS and exploresthe implica
tionsfor 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.

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 essentia: 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.
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they are regarded as t oo “trade
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Source: Giesgraber, J.M and Qunter,
B G, (eds.) Vir/d Trade: Tovard Fair
and Free Trade i nt he Tvent y-first

Century, P uto 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 al foreign investment flowing from the
Union to other parts of the world” .2

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

International trade in commercial serviceswasworth 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 trillionin 1995.° Thistradeis
firmly inthe grip of theindustrialised countries, which exported nearly
71 per cent of servicestraded internationally in 1997 and imported 67
per cent.

The EU regardsitself asthe biggest services exporter in theworld,®
while more than one-third of US economic growth over the past five
years has been due to exports of services.” The largest single US export
industry is entertainment, in particular, films and television pro-
grammes.®

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

Developing countries import and export less than one-third of the
services traded internationally.® Because of the vast differences be-
tween the capacities of developed and devel oping countries to supply
services, itismajor tradersin the industrialised world which have most
to gain from increased accessto 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.™! The European Union acknowledgesthedis-
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 asinterested in establishing abank in the European Com-
munity since the market is already highly competitive”.*2

The EU attributes “the fact that services represent asmaller proportion
of the economy in developing countries . . . to their lesser developed
financial and business service sectors’ .3

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

Servicesfirst came under the rules of the world trading system in 1995
when the WTO came into effect.*® The ambitious and ambiguous Gen-
eral Agreement on Trade in Services (GATS) sets out rules governing
international trade in practically all services.'” 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 BEU Servi ce Exports

Travel and tourismcontri buted
over $25 billiontothe UStrade
surpl us i n servi ce exports over
inports in 1997, thelargest
sectoral contributiontothe
overal | services surplus. The
Eur opean Lhion i s the main
source and t he mai n desti nati on
of international tourist fl ovs.

I'n 1997, the US exported nore
than $21 billionin busi ness,

pr of essi onal and t echni cal

servi ces (i ncl udi ng accounti ng,

| egal, engineering, architectura
and consul ti ng servi ces) and had
a$16 billiontrade surpl us,

excl udi ng substanti al earni ngs
fromforei gninvest nents and
foreignaffiliates. L5l ega

servi ces exports approach $1. 0
billion. UBIawfirns produce
servi ces exports vhen bi | ling
foreignclients.

The gl obal tel ecommuni cati ons
servi ces narket is estinated at
over US$725 hillion. The BY a
net exporter of tel ecommun-

i cations servi ces, has a 28 per
cent share of total worldtel ecom
revenues. USrevenues are

expected to i ncrease at about 20
per cent annual |y for the next five
years for outbound cal | s fromt he
USto forei gn narkets. The WO
estinates that sal es over the
Internet wll doubl e each year for
the next five years.

® The energy i ndustry — whi ch
accounts for about 7 per cent
of BA@P—is pressing for
gl obal tradingrul es agai nst
nonopol y power, anti -
conpetitive practi ces and
di scri mnation agai nst new
narket entrants, such as Us
conpani es.

Sonme 160 US and EU
construction firns account for
85 per cent of the world

nar ket for construction
projects, the UStaking 49 per
cent and the BU36 per cent.
The BJis a maj or market for
WSfirns, while BUfirns are
strongin Arica the Mdd e
East and Asia. Qnstruction
accounts for up to 10 per cent
of @Pinindustrialised
countries but nuchlessin
devel opi ng countri es.

® The US asset managenent
industryisthelargest inthewvorld,
hand ing billions of dollars of *
privateinvest nents and funds
each year. By the year 2002, an
estinmated 51 per cent of total US
asset nanagenent revenue of
$160 bi I lionw |l cone from
out si de the US. Today, Us
domici | ed i nvest nent nanager s
nanage 14 per cent of thetotal of
non-USretirenent pl an assets and
5 per cent of non-US nutual fund
asset s.

® Foreignstudents, after schol arshi p
and | ocal assi stance, spend sone
$8bhillioninthe B The UShas a
surplusintradein education
services of $7.0hbillion.

Sources: Satenent of Robert Vasti ne,
@alitionof Servicelndustries, 21
Qct ober 1999; “Qpeni ng VWr |l d
Markets for Services: AGQidetothe
CATS: Wi ch Sectors Are Covered by
GATS?”, website: http://gats-
into.euint/gats-infao guidep?
MENU=ccc

® Medical services renderedinthe
UStoforeigncitizens produced an
export surplus of $0.5hillion.

researcher and activist Scott Sinclair, “reads like a catalogue of occu-
pations and human needs’.*® 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 aso
encompasses goods. Asthe EU says, “ Goods cannot walk, they need to
be distributed and transported”.*®

Because the main way of governing services hastraditionally been
via complex national rules and regulations, GATS is also “fiendishly
complex” 2 Likethe GATT agreement beforeit covering tradein 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 asif they were domestic
(national treatment).

But GAT S differsfrom the agreement governing international trade
in goods in several critical ways. At present, some of itsrules and re-
guirements do not apply to all services, but only to those sectorswhich
each country hasindicated it is prepared to open up to foreign compe-
tition.

Moreover, whereastradein goodsinvolves 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’) inwhich services can be supplied besides cross-border supply —
movement of consumers, foreign commercia presence and movement of
persons— because “the supply of many servicesispossible only through
the simultaneous physical presence of both producer and consumer” .2
Some services can be supplied in several ways, others not. A business
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adviser, for instance, can supply her servicesto aclient 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 hasto 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 providesthe WTO with a“ schedul e of specific commitments’
listing which services and the ways of supplying that serviceitis pre-
pared to open up to competition under GATS (see Box, p.6).%

The mgjority of the WTO's 141 member countries have so far com-
mitted themselvesto liberalising just asmall 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 acommitment but hasto wait three years after it
has listed it before it can do so. The country aso has to negotiate a
substitute commitment as compensation in a way which satisfies all
other WTO members. The WTO Secretariat admits that country com-
mitmentsundertaken in GATS“ havethe effect of protecting liberaliza-
tion policies, regardless of their underlying rationale, from dippages
and reversals’.% The former WTO Services Division Director, David
Hartridge, said that GATS “ can and will speed up the process of liber-
aisation and reform, and makeit irreversible”.?* India sformer ambas-
sador to GATT, Bhagirath Lal Das, stresses that liberalisation under
GATSisdifferent from a country undertaking liberalisation on its own
without making a binding commitment to the WTO:

“The devel oping 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.” %

The power of GATS, aswith all WTO agreements, isthat its rules can
be enforced by trade sanctions (see Box, p.2). GATS does allow coun-
tries to protect human, anima and plant life or health (Article X1V)
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”.? WTO dispute panels
have interpreted exemptions and exclusions narrowly and forcefully in
favour of tradein GATT disputes and have usually ruled against envi-
ronmental protection measures.?” These rulings “ show that GATS can
be used to challenge an aimost unlimited range of government regula-
tory measuresthat, even indirectly or unintentionally, affect the condi-
tions of competition of international service suppliers’.?

The GATS standard for “national treatment”, for instance, extends
well beyond conventional notions of non-discrimination between do-
mestic and foreign companies. It appliesto any measurefrom any level
of government — national, provincial, state, regional, municipal or
local —that alters the conditions of competition in any way that might
disadvantage aforeign service or supplier. TheWTQO’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 Mai n (bl i gati ons

Trade i n servi ces used to be

consi dered anci | | ary t o nanuf ac-
turing and trade i n goods. Inthe
m d- 1980s, however, many

Vést ern governnents, faced with
vor | dw de recessi on, inflationand
unenpl oynent, deci ded t hat
renovi ng obstacl estointer-
national tradein services,
particu arly national regul ati ons,
coul d i ncr ease t he nonent umt o
export services.

The USthus pushed for the
provi si ons of the agreenents
governing trade i n goods to be
transposed i nto t he area of
servi ces as a whol e (al t hough
financi al services were of prine
interest), a nove which “coul d
easi | y have sunk t he U uguay
Round and cri ppl ed t he GATT”,
according to current WO
Drector-General Mke More.
Miny countries rel uctant|y agreed
to GATSonly i f they coul d
choose whi ch of their services
wer e cover ed by t he Agreenent .
The USt ook care, however, to
i ncl ude cl auses nandat i ng furt her
liberdisationinfuue,

Al Services

Two GATS obl i gati ons appl y
directlyandautonatical lytoal
WOnenbers for all services —
nost - f avour ed- nat i on t r eat nent
and t ranspar ency.

® Mbst-favoured-nation (MN
treatnent (Articlell) does not
nean one country i s preferred
over another —it neans the
opposi te. Favour one, favour all.
Treat al| countries the sane.

I f a WO nenber country
grants favourabl e treat nent to
anot her country (even a non- WO
nenter) regardi ng the i nport of
aservice, it nust grant all other
WOsi gnatori es the sanme
treatnent. If acountry al |l ows any
forei gn conpetitioninaservice
sector, it nust al | owservice
provi ders fromal | WO nenber
countries to conpete to supply
thet service.

Acountry coul d |i st any
exenptions tothis MNprincipl e
by 1995, but exenptions were to
be revi ened after five years and
coul d not | ast nore than 10 years
anyway. The WOinterprets this
MANobl i gat i on as prohi bi ti ng not

only dejuredi scrinmnation (discrin-
nat i on speci fical ly set out i nregul a
tions) but a so de facto di scri nhina-
tion (discrimnationresultingfrom
regul ations or neasures not fornal |y
di scrinnatory).

® Transparency (Aticlelll) requires
governnents to publishall rel evant

| aws and regul ati ons governing al |
servi ce sectors. By 1997, govern-
nent s shoul d have set up enqui ry
poi nts for forei gn conpani es and
governnents to obtainthisinform
aion

Foeci fi ed Servi ces

The ot her two GATS obl i gat i ons,

nar ket access and national treat-
nent, apply only to those servi ces
vhichacountry listsinits Schedul e
of Specific Cormtnents.

® Murket access (Article XM)

al | ows forei gn conpani es to provi de
cross-border servicesinacountry.
But acountry canrestrict such
access by liniting the nunber of
suppl i ers, operations or enpl oyees in
a specific sector; the val ue of

transactions or assets; thelega form

of thesupplier (for instance, linting
ittoabranchor joint venture); or
theparticipationof foreigncapital .

® Nitional treatnent (Aticle XMI)
neans t hat once f or ei gn conpani es
have been permitted to enter a
country, they nust betreatedinthe
sane way as donestic ones. The
WOexpl ai ns that “the key require-
nent is to abstain fromneasures
vhichareliabletonodify, inlawor

infact, the conditions of conpetition

i n favour of a Menber’ s own servi ce
industry”. Thus thetest for non-

di scri mnationis whether any
neasure puts aforeignsupplier at a
di sadvant age.

Mbdes of Suppl y

The Schedul e of Specific Conmt -
nents al so i denti fies which of four
di fferent ways (or “nodes”) of
suppl yi ng ser vi ces ar e cover ed.

® Qoss-border supply (Aticlel.2a).
Servi ces can be suppl i ed fromone
country to another: international

tel ephone cal | 's; Internet services;

t el enedi ci ne; a purchase of | abora-
tory servi ces fromanot her country;

a pur chase of nedi ci nes or
adviceonthe Internet. Qnly the
serviceitsel f crosses the border.

® nsunption abroad (Article
I.2b). Individual s or conpani es
can go to anot her country to use
aservicethere. Tourismis a
prime exanpl e. This node
enconpasses travel to anot her
country to obtai n a nedi cal
treatnent that isbetter, faster or
cheaper than that avail abl e
donesti cal | y.

® ommercial presence (Article
I.2c). Aconpany can set up
subsi di ari es, branches, joint
ventures or representative of fi ces
or can | ease prenises i n anot her
country to provi de servi ces there.
For i nstance, banks can set up
operations inanother country,
and US heal th care conpani es
canset uphospitalsor clinicsin
Bur opean countri es.

® The presence of natural
persons (Aticlel.2d). Individua s
fromone country can be admt -
ted tenporarily to anot her
country to provi de servi ces there,
for i nstance, fashi on nodel s,
doctors or nurses. GATS does not
appl y, however, to peopl e seeki ng
per manent enpl oynent or to
condi tions for obtai ningcitizen
shi p, pernanent resi dence or

per nanent enpl oynent. & al |
four ways of suppl yi ng a servi ce,
WO nenber countries have
nade t he | east nunber of
commtnents inthis node.

(Once a gover nnent has com
mitteditsel f under GATSto
openi ng a servi ce sector to
forei gn conpetition, it nust not
keep noney frombei ng t rans-
ferred out of the country to pay
for therel evant services (Aticle
X), except when the countryis
experi enci ng seri ous bal ance- of -
paynent difficuties (AticleXl).
Such excepti ons nust be
tenporary and j usti fi ed by an
International Monetary Fund
assessnent of the country’s
financia situation

GATS t hus provi des al nost
guar ant eed condi tions for foreign
exporters and i nporters of
servi ces and i nvestors i n any
sector whi ch a country has | i sted
inits Shedu e.
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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.?® No government measure or practice, whatever itsaim, 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’.*°

David Hartridge, WTQO’s former director of services, described
GATS as “the first multilateral agreement to provide legally enforce-
able rights to trade in al 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-
encein the export market.”® According to the EU, GATS “aimsto end
arbitrary regulatory intervention, and assure predictability of laws, to
generate growth in trade and investment” %2

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.*® 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”.3*

Researcher Scott Sinclair says that GATS “is designed to facilitate
international business by constraining democratic governance’.® 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”.*

GATS isinnovative, 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
sofar infacilitating tradein 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 saysit has yet to work out how such statistics can even be
collected.® 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.® A clause (Article X1X) 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 pointsout, “ 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”.®* The WTO
Secretariat describes Article XX as*aguarantee that the present GATS
packageisonly thefirst fruit of acontinuing enterprise.”“ Other clauses
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Regul ati ng Governnents, Not Cor porati ons

ArticleM of GATS covers dones-
ticregu ation. Itsai mistoencom
pass any regul ationthat affects
servi ces but whichis not covered
by ot her GATS obl i gati ons.

Its fourth cl ause ai ns to ensure
that “qualificationrequirenents
and procedures, technical stand-
ards and | i censi ng requi renent s do
not constitute unnecessary
barrierstotradein services’.

Al though undefi ned i n GATS,
“techni cal standards” coul d
enconpass nost types of govern-
nent control. The WO Agr eenent
on Technical BarrierstoTrade, for
i nst ance, defines t hemas:

“product characteristics or

their rel ated processes and

product i on net hods, incl udi ng

the appl i cabl e admni strati ve

provi si ons, wth which

conpl i ance i s nandat ory”.
Inthe context of services, “techni-
cal standards” could apply tothe
processes and net hods of produc-
i ng servi ces, includi ng adnini stra-
tion. This coul d enconpass their
fundi ng and del i very, incl uding
rei nbur senent under nandat ory
(publicor private) i nsurance
schenes.

A wi de swat he of gover nnent
regul ati ons concer ni ng envi ron-
nental protection, consuner
protectionandindustria paicy
woul d seemt o be covered by thi s
fourthclause: |egislationaccredit-
i ng prof essi onal s as conpetent to
practise; awardinglicencesto
televisionor radiostations; giving
uni versi ty status t o acadenic
institutions; licensinghospitals;
and granti ng wast e di sposal
pernits.

Sothat these national reguire-
nent s and st andar ds do not
constitute an “unnecessary
barrier” totradeinservices, Aticle
M .4 states that they shoul d be
“not nore burdensone t han
necessary” and shoul d not restri ct
the supply of the service. But what
does “burdensone” nean? How
woul d restri ction be det er ni ned?
I'n case of a di spute between
countries, the clause does not
provide aclear legal formlathat a
WOdi sput e panel couldrefer to.

A VWrking Party on Donestic
Regul ati on — one of the three sub-
groups of the Guncil for Tradein
Servi ces (the body withinthe
WOt hat oversees GATS) — has
been drawn up t o di scuss “reforni

of donestic regul ation. This invol ves
drafting a“necessity test” —al egal
fornul a whi ch coul d be used “to
assess thelevel of trade-restrictive-
ness of a neasure”.

If proposal s for thistest are
adopt ed, a gover nnent chal | enged
by anot her t hrough t he WWOwoul d
first have to showthat a disputed
regul ationnet a“l egitinat e obj ec-
tive” —and t he WOwoul d det er -

m ne what counted as “l egi tinate”.

Then, to clarify “burdensone”
and “restrictive’ as appliedtothe
neans of achi eving that obj ecti ve,
the Wrki ng Party has consi der ed
inportingintoAticleM.4the
definitionof “l east burdensong”
froma GATS Annex on Tel econmu-
ni cations: “pro-conpetitive’.

The Eur opean Uhi on has gone
further andidentified“anti-conpeti -
tive practices”, includi ng cross-
subsi di si ng by nonopol y provi ders of
network i nfrastruct ure and servi ces.
It arguesthat this practicerestricts
conpet i ng suppl i ers frombei ng abl e
to provi de servi ces i n a narket .
Instead, it naintai ns that charges for
each part of a service shoul d be at:

“cost-orientedratesthat are
transparent, reasonabl e, havi ng
regardto econonic feasibility,
and suf fi ci ently unbundl ed so
that the supplier need not pay
for network conponents or
facilitiesthat it doesnot require
for the serviceto be provi ded’.

Governnent s that currently use non-
nar ket nechani sns, such as ri sk
pool i ng, soci al i nsurance f unds,

bl ock contracts and cross- subsi di s-
ing, todeliver publicservicestoas
much of their popul ation as possi bl e
coul d find such practi ces chal | enged
as anti - conpetitive (seep.19).

The Eur opean Uhi on has al so
suggest ed t hat a neasur e shoul d not
be consideredtrade-restrictiveif itis
“proportionate” tothe obj ective
pursued. But what mght be consi d-
ered proportionate, reasonabl e or
rational woul dbe anatter of
j udgenent, reflectingthe val ues of
t hose wi t h deci si on- naki ng power .

Vérse, ArticleM .4 coul d be
interpreted as applyingto all serv-

i ces, not just tothose whicha
country has offeredtoliberalise. The
other clausesinAticleM clearly
applyonly tothose services listedin
acountry’s schedul e of commit -
nents. The WO Secretariat bel i eves
thedifferent phrasing of AticleM.4
is“inentiod”.

If these proposal s were
adopted, al | donestic regul ations
woul d have t o be “pro-conpeti -
tive’, evenif noforeignfirmwas
i nvol ved. AWOdi sput es panel
coul d require countries to
unbundl e a publ i ¢ nonopol y such
as heal th care and substitute
conpet i ng servi ce provi ders or
conpeting heal th careinsurers.
Heal t h syst ens resear cher s
A lyson Pol | ock and David Pri ce
poi nt out that these proposal s
“woul d transformthe WOfroma
body conbat i ng protecti oni smto a
g obal agent of privatisation”.

“The WO s strategy i s
shifting frompersuasiontothe
devel oprent of new gl obal
regul ations vhichwl| over-ride
nati onal sovereignty in dones-
tic policy and i npose unprec-
edent ed nar ket ref ormobl i ga-
tions onall the processes of
servi ce del i very and t hr oughout
all servicesectors’.

I n essence, the ai mof GATSis to
regul at e gover nnents, not cor por a-
tions. Gonpared to marketsin
goods, those in services and
access to themare nore con-
strai ned by gover nnent i nt erven-
tions. The power of a GATSarticle
on donestic regul ationclauseis
that many gover nnents may
censor t hensel ves by not institut-
inglegislationor pudicpaicy
obj ecti ves whi ch could be i nter-
pret ed as bei ng agai nst WO
rul es. There has been no chal | enge
to any donesti c regul ati on under
GATS as yet, but at the WO
Secretariat itsel f acknow edges,
“cases nay ariseinthefuture”.
GATSsets inplace alega frane-
wor k whi ch gover nnent s coul d
useinfutureto chal | enge ot her
countries’ donestic regul ations.
The WO st r esses t hat
governnents canstill regul ate
under GATS. D scussi ons about
donesti c regul ati on, hovever,
rai se the question: how?

Sources: Pollock, AM and Price, D,
“Rewritingthe Regul ati ons”, The
Lancet, 356, 9 Dec. 1999, pp. 1995-
2000; “Qpeni ng Vor| d Markets for
Servi ces: AQuide tothe GATS Wiich
Sectors are Qovered by GATS?”,
vebsite http//gats-into.euint/;
Snclair, S, GATS tbwthe Vorld
Trade O gani zation’s New“Servi ces”
Negot i at i ons Threat en Denocr acy,
Ganadi an Gentre for Policy Aternati ves,
QGtawa, 2000; WIOSecretari at,
“International Regulatory Initiativesin
Services”, S QW97, 1 March 1999.
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provide for further rulesto be devel oped 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 aswell asin
other sectors’.* 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 haveto
be open about negotiating them all if we are going to have the material
for abig deal.”

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 servicesto get around some countries’ reluctanceto open
them up to foreign competition;*

— insert new rulesand restrictionsthat 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;*

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

They are seeking more accessto Southern markets, to each other’spublic
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.

Theserevisions, if they are agreed upon, could mean that the volun-
tary nature of GATS— under which a country decideswhich servicesto
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 havelittle force.*

Following the GATS“built-in agenda’ mandating successiverounds
of negotiations, talks opened on 25 February 2000 in Geneva, hometo
WTO headquarters. The United Stateswould like these negotiationsto
be completed as soon as possible, and suggested the end of the year
2002 as adeadline. Other countries, however, want the negotiationsto
be open-ended, or integrated within abroader and comprehensive revi-
sion of all the WTO agreements.*®

Despite therequirement 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 isnext to impos-
siblefor citizens' organisationsto find out the current state of negotia-
tions while access to many background documentsisrestricted.* Thus
even negotiations on apparently technical issues such as reclassifica
tion of services are evading public accountability and public and
parliamentary debate.

July 2001
The CornerHouse
Briefing 23: Trade and Health Care



Thissecrecy, combined with GATS's obscure, bureaucratic, arcane and
technical terminology, makeit difficult for policymakers, let alone the
general public, to grasp the significance of the Agreement. But state-
mentsfrom US and EU industry associationsindicating what they want
out of the current negotiations give amuch clearer picture.
Thepresident of the US Coalition of Service Industries (CSl), Robert
Vastine, has said that his “most salient criticism” of GATS is that

GATS nandat es specificrules to
be drawn up coveri ng subsi di es,
gover nnent procur enent and
ener gency saf eguar d neasur es.

® GATS al ready covers subsi di es
ineffect as part of the national
treat nent and nost - f avour ed
nat i on provi sions. |f agovernnent
provi des a subsi dy to a nati onal
servi ce suppl i er (includingapubdlic
one), intheory, it hastoprovideit
toaforei gn-based servi ce suppl i er
as vel | . As WOresearch st af f
have sai d, thisrequirenent is a
power ful argunent for abandoni ng
the subsi dy al together. Inpractice,
it woul delininate public services
and encour age privatisation.

Article XV, however, pronises
todevel op further rul es on
subsi diestoavoid“trade distor-
tive effects” and as such goes
further than previous i nternational
free trade agreenents such as t he
earlier GATT or the North Aneri -
can Free Trade Agreenent
(NAFTA). The Article sets no date
for these negoti ati ons.

Further rul es coul d, however,
be drawn up to protect national
subsidies and grantsrel ated to the
provi si on of uni versal public
servi ces such as heal t h care and
educationor topublicinterest
obj ecti ves such as heal t h and
sa ety.

® For the nost part, governnent
procur enent — gover nnent
agenci es buyi ng i n goods and
servi ces for governnental pur-
poses — fal | s out si de WO
obligations. GAISAticle X1
currently exenpts it fromthe
nost - f avour ed nat i on, nat i onal
treatnent and narket access
obligations (but not transparency),
but nandat es further negoti ati ons
by t he begi nni ng of 1998.

Negot i ati ons on gover nnent
procurenent are taking placein

GATS 2000 Negoti ati ons-New Rul es and Restri cti ons

other WOfora, however. For

i nstance, the Guncil for Trade on
Gods istryingtonegotiate an
agreenent on transparency as part
of the separate Agreenent on
Gover nnent Procur erment whi ch
woul d appl y to servi ces as vel | as
goods. The plurilatera Agreenent
currently covers goods onl y and has
been si gned by j ust 27 (nai nly
industrialised) countries.

The US has been pushi ng hard
for an agreenent on transparency. It
vant s bi ndi ng rul es on the notifica-
tion and announcenent of tenders
for government procurenent con-
tractsinorder to gi ve conpani es
enough i nfornation and tine to
subnit bi ds.

Ref or mof gover nnent procur e-
nment coul d be anot her nechani sm
by whi ch publ i c servi ces are opened
up to conpetition. GATS does not
defi ne “governnent al purposes”. The
WOSecretariat has stated that the
nandat ed negoti ati ons “are expect ed
tolead to conmtnents to open up
sone gover nnent pur chases t o
forei gnservicesuppliers.”

® Saf eguards are ener gency
neasur es t aken by a gover nnent to
provi de t enpor ary prot ecti on agai nst
“fairlytraded” productsthat either
cause or threaten to cause “serious
i njury” todonestic service suppliers,
for instance, if the donestic narket
has been fl coded wi t h t hese prod-
ucts, or if the country has a bal ance
of paynents crisis. They are pernit-
ted under the GATT rul es on goods,
but have not yet been i ntroduced
into GATS. “Serious” has not been
oefi ned.

GATS Articl e Xprovides for
negot i ati ons on ener gency saf eguard
neasur es to be conpl et ed by the
begi nni ng of 1998, a deadl i ne whi ch
the Wrking Party on GATS Rul es
agreed to extend t o Decenber 2000
and t hen agai n t o Mar ch 2002.

Sout hern countri es ar gue t hat

saf eguards rul es woul d addr ess
concerns about the difficulty of
rever si ng GATS comi t nent s.
Many countries are seeki ng
neans by whi ch they might, at
| east tenporarily, suspend GATS
commi t ment s when faced with
adj ust nent probl ens or until their
donesti ¢ i ndust ri es have devel -
oped tothe extent that they can
w t hst and f orei gn conpeti tion.

dtizengroupsinboth North
and Sout h are concerned t o keep
environnental , heal th and safety,
and consuner neasures, tolinit
conmer ci al encr oachnent on
publ i ¢ servi ces, andto reverse
conmercialisationif it proves
harnful . 1ndeed, such saf eguards
coul d be part of aprocessto
reformCGATSso that it was | ess
detrinental to sustainabl e devel -
opnent or hurman heal t h.

But Northern country negoti a-
tors have strongly resi sted
saf eguar d provi si ons, cont endi ng
that GATS provi des enough
fledhbilityd ready.

Negoti ations onthese rul es are
proceedinginparall el wththose
on nar ket access (that is,

i ncreased country conm t nents
on their schedul es) and coul d be
used as trade-of f s between t he
two. For instance, the prospect of
an ener gency saf eguar d necha-
ni smm ght be used t o per suade
Sout hern countri es to nake nore
comm t nent s.

Sour ces: “Qpeni ng Vr| d Market s for
Services: AQuidetothe GATS Wiich
Sectors are Qovered by GATS?”,
vebsite: http://gats-into.euint/gats-

i nf o/ gui de. pl ?MENU=ccc, accessed 1
Novenber 2000; Sinclair, S, “BExpand-
ing t he WO Ser vi ces Agreenent :

What ' s on t he GATS 2000 Re-

negoti ating Tabl e?", GATS Fbwthe
Vri d Trade Qrgani zation’s New
“Servi ces” Negoti ations Threaten
LCenocracy, Canadi an Gentre for Policy
Aternatives, Qtawa, 2000, ch 4.
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countries have specified so few services to be opened up to liberalisa
tion.*® He argues that:

“the new negotiations must secure commitmentsto national treat-
ment, market access, and cross border servicesin as many sec-
torsaspossible. Current scheduled exceptions aretoo broad, and
must be honed”.*

US negotiators must:

“propose broad commitments to liberalization in areas such as
theright to establish abusiness presencein foreign markets (com-
mercial presence), theright to own all or amajority share of that
business, and the right to be treated as alocal business (national
treatment).” 0

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” .5

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

“GATS s not just something that exists between Governments.
It isfirst 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.”*?

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

The EU encouraged the establishment in 1998 of the European Serv-
icesNetwork (now Forum—ESF) of multinational industry representa-
tives, led by Barclays plc chair Andrew Buxton, to “advise European
Union negotiatorson thekey barriersand 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’.> 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”.® 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 .5

Severa 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
GATSre-negotiation itself”.>” In November 2000, the US Department
of Commerce and the US Coalition of Service Industriesjointly held a
conference on “ Services 2000: A Business-Government Dialogue on
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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’.® 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’.>

GATSPrivatisationof | nmngration?

Many devel opi ng countri es have
poi nted out that GATS contai ns
clear, specificanddetail ed

obligationsfacilitatingthe nove-
nent of capital, but not for the
novenent of | abour. Yet as US
soci ol ogi st Saski a Sassen not es:

“itistheincreasedcircul aion
of capital, goods and i nf or na-
tion under theinpact of

gl obal i zati on, deregul ation,
and privatizationthat has
forced the question of the
circulation of peopleontothe
agenda.”

GATS encour ages i ndustri al i sed
countries to poach t he bri ght est
and t he best frompoor countries
andtoput upbarrierstotherest.
H ghl y-ski | | ed prof essi onal s of ten
gravitate toward countries of fering
better pay and worki ng condi ti ons.
I n Janai ca, over 50 per cent of
nur si ng posi ti ons are vacant
because Jamai can nurses are
workingin North Awerica. Flipino
nur ses al so nove i n | arge nunber s
tothe B

I ndia and Quba trai n doctors
who wi nd up wor ki ng abr oad.

I ndi an fi nance nini ster Yashwant
S nha pointed out at the Vérld
Econom ¢ Forumi n Davos in
January 2001 that 38 per cent of
all doctorsinthe Wsare I ndians,
as are 34 per cent of the scien-
tists at NASA For devel opi ng
countries, such nobility can nean
i ncreased remttances sent back
hone, but a soadrainof their
nost - needed ski | | s. The i nvest -
nent these countries put i nto

trai ning such professional sis an
exanpl e of aid flow ng fromSouth
toNorth.

The British public heal th
system neanvhi | e, has esti mated
that it isshort of 17,000 nurses
and several thousand doctors, not
| east because of deteri orating pay
and wor ki ng condi tions, and cuts
intraining. A |east onequarter of
doctors and nurses workinginthe
public sector qualifiedincountries
such as Spai n, Scandi navi a, the
Phil i ppi nes, Australia, NewZeal and

and, recently, China. South Arican

Presi dent Mandel a appeal ed t o

Britaintostop“leachi ng” his coun-

try' s heal thvorkers.
Thistrendislargely control | ed by

Northern countries wanting extra

ski | | ed workers. The use of foreign

| abour keeps wages and condi ti ons

| ow Encouragi ng t he novenent of

heal th care prof essi onal s al so creat es

pressure to st andardi se nedi cal
trainingand qualifications, but the
pressureis oftenfor | ower standards
rat her than hi gher ones. The WO
Secretariat has saidthat:

“the nost significant benefits
fromtrade are unlikely toarise
fromt he const ructi on and
operationof hospitals. . . but
their staffingwth nore skill ed,
nor e efficient and/ or | ess costly
personnel than mght be avail -
abl e on t he donest i ¢ | abour

nar ket ” .

Indeed, it is professional workers
who are the nai n focus of GATS.
Sassen descri bes GATS as “a
privatizedreginefor thecircul ation
of servi ce workers” whi ch has not
been subj ect tothe public scrutiny
appliedtonational inmgration
pdicy.

GATS anounts to a mgration
policy (al beit one applyingto
tenporary | abour) under the over-
sight not of anational governnent
but a separate, autononous entity.
Sassen argues that:

“thi s can be seen as yet anot her
i nstance of privatizationof that
whichis profitabl e and nanage-
able. . . Inthiscase, it would
beaprivatizing. . . of inmora-
tion policy conponents that are
characteri zed by hi gh-val ue
added (persons wth highlevel s
of educationand/ or capital),
nanageabi l ity (they arelikelyto
be tenporary and worki ng i n

| eadi ng sect ors of the econony
and hence are visi bl e nigrants,
subj ect toeffectiveregul ation),
and benefits (given the new

i deol ogy of freetrade and
investent). Governnents are
left wth the supervisionof the
“difficult’ and ‘| owval ue added

conponent s of i nmmgration —

poor, | ow wage wor kers,

ref ugees, dependants, and

potential |y controversial brain

drainflows. Thiscanclearly

have a strong i npact on what

cones to be seen as the

category ‘immigrant’ wth

pol i cy and broader palitical

inplications.”
“Hunman capital ” can be i nport ed,
but borders are cl osed to “i nmi-
grants”, who areinvariably as-
suned to be “bl ack”, resultingin
institutiona isedandl egitimsed
raci sm

Several devel opi ng countri es

support GATS facilitationof the
novenent of peopl e because, as
Indi &' s anbassador to the WQ
Sini vasan Narayanan, said, “thisis
an ar ea wher e devel opi ng countri es
have sone conpetitive advant age”.
Nar ayanan has poi nt ed out t hat
Northern countries citethe “politi-
cally sensitiveissue” of inmgration
as areason for not nmaki ng nore
commi t nent s under t he “presence
of natural persons” way of supply-
i ng servi ces — even t hough Sout h-
ern countries have had t o nade
comm t nent s under ot her WO
agreenentsinpoliticaly sensitive
areas such as intell ectual property
rights and cannot renege on t hem
Yet | ong- st andi ng WO obser ver s
poi nt out that countries such as the
Wareunlikelytoallowinlndian
vor ker s unreser vedl y.

Sources: Sassen, S, “Ulhstoppabl e
Immigrants”, The Quardian, 12

Sept enber 2000, p.21; Sassen, S,
GobalizationandIts O scontents:
Essays on the NewMbbi l ity of Peopl e
and Mbney, The New Press (WWNorton
& @.), NewYork, 1998; Sinivasan
Nar ayanan, statenent at “The GATS
2000 Negoti ations: NewQpportunities
of Trade Li beralisationfor al Service
Sectors”, European Servi ces Forum
Conf erence, 27 Novenber 2000,
Brussel s, website: ww esf. be/
esf_9%0conf _speeches. ht m accessed
24 Narch 2001; WO Secretari at,
“Background Not e on Heal t h and Soci al
Services”, S0 W50", 18 Sept enber
1998.
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Although GATS encompasses all services, many civil servants and
government ministersbelievethat it makes an exception for public serv-
ices—those“ supplied in the exercise of governmental authority” (Arti-
clel.3b) —such as health care, education or utilities. But GATS defines
government services so narrowly —“any servicewhich issupplied nei-
ther on acommercial basis, nor in competition with one or more serv-
icesuppliers’ (Article.3c) —that the exception could be almost mean-
inglessif one country were to challenge another country’s public serv-
ices at the WTO dispute panel as contravening GATS.®

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.5!
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 compul sory 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. Examplesincludethe
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) .2 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
involvestheintroduction of business accounting . . . and may be
achange as significant as that to private ownership itself.”®

Asfar as GATSisconcerned, if agovernment contracts out any part of
its public services, such ascleaning 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 thereisamixture 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 GAT S rather than exempt fromit, that
is, subject to competition from operators from abroad.®

Asaresult of existing deregulation and privatisation, national —and
increasingly transnational — companies have sprung up and made in-
roads into awide 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).® 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
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water companies show”.% French-based companies such as Vivendi,
Suez-Lyonnaise and Bouygues (SAUR) have taken the lead in water
supply.®” Education has been described by investment group Lehman
Brothers as “the final frontier of a number of sectors once dominated
by public control”.% Other targets include museums, libraries, energy
and transport.

ViaGATS, 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

Ceating Heal th Mrrkets: Privatising Halth Gare . . .

Toestablishatradeinservices, as
GATS ains to do, there has to be a
nar ket in servi ces — servi ces have
to be bought and sol d. Uhti |
recently, however, nany countries
have not had markets in heal th
care, education, water and
sewerage, or energy. Al have, by
and | arge, been provi ded by
governnent or non-profit organi sa-
tions. The state has set up school s
and pai d t he teachers, built the
hospi tal s and trai ned t he nurses
and doct ors.

Mar ket s ar e now bei ng cr eat ed
by enabl i ng entities other thanthe
statetoprovi de services. Rivatisa
tion of ownership—outrightly
selling-off vater suppliers, for
i nstance — i s an obvi ous neans.

Q her neans are nore hi dden and
gradual : privatisationof service
provi sion (by requiring contracti ng
out, | easingor conpetitive
tendering); privatisationof finance
(chargi ng users of the service,
privatecepita, private health

i nsurance) and the i ntroduction of
internal narkets (dividing purchas-
ers fromprovi ders of services).

Heal t h car e servi ces have not
gereral ly beenexplicitly privati sed.
I nst ead, there has been an
i ncrenental process of gover nnent
ret renchrment acconpani ed by
private sector enl argenent as the
servi ces have been conmer ci al -

i sed. Mrrkets —and thus the
potentia for trade—have crept in
t hrough t he back door .

| M and Wr | d Bank

Gver nnent s such as those inthe
US, Britain, Chile and NewZeal and
have t hensel ves i nsti gat ed t he
gradual conmercialisationof their
publ i ¢ heal th servi ces. Qhers,
however, have been unabl e to

avoi d doi ng so because of debt

and the i nfl uence of the International
Monet ary Fund (1 MF) and the VWrld
Bank.

| M- pr ogr anmes have conpel | ed

nany countries to reduce their public

spendi ng on heal th, whichis no

| onger regarded as a producti ve

i nvest nent for hunan devel opnent
and econonic grow h, but as an
unnecessary fi nanci a burden and
expense whi ch gover nnent s shoul d
avai d.

Mr eover, a “cost recovery”
strategy for publ i c servi ces has
invariably i nvol ved the i ntroducti on
of “user fees” or chargestopatients,
even for basic health care, whichare
now w despr ead t hrough t he Sout h.
A 1998 Wr | d Bank report not ed
that “about 40 per cent of projects
inthe Bank’ s [heal th, nutritionand
popul ation] portfolioandnearly 75
per cent of projects in sub-Saharan
Aricaincludedthe establ i shnent or
expansi on of user fees”. Sudi es
have shown t hat such fees sinply
decr ease peopl €' s use of nedi cal
services. Theresults are often an
increaseinchildnortality, sexualy-
transnitted di seases and t uber cul o-
sis (TB. Reopl edieof easily-
treat abl e di seases because t hey
cannot afford to buy t he nedi ci nes.

InNgeria, Kenyaand Ghana,
peopl €' s use of hospital s and clinics
dropped by hal f within one or two
weeks of charges bei ng i nt r oduced.
Inoneregionof Ngeria, naterna
deat hs rose 56 per cent while
hospi tal births decl i ned 46 per cent
after user charges for energency
adni ssi ons were i ntroduced. In
Ghana, user feesinrura clinics
contributedtoadoublingof child
nortal ity between 1983 and 1993.
Infant nortal ity has ri sen by one
guarter in Zanbi a si nce 1980, while
|'i fe expectancy has dropped from54
years to 40. I n Z nbabwe, the poor
wer e supposed t o be exenpt from
user fees |eviedon heal th servi ces,
but a Wr| d Bank eval uati on f ound

that just one-fifthof the poor coul d
obtai n the necessary wai vers.

The Wr| d Bank has been directly
invol vedinheal thpolicy planningin
the Sout h si nce the md-1980s. Its
1993 annual report, Investingin
Heal th, described publ i ¢ servi ces as
abarrier totheabolitionof world
poverty. It still naintansthat “if
nar ket nonopol i es i n publ i ¢ services
cannot be avoi ded, then regul ated
private ownershipis preferableto
publ i ¢ owner shi p” and that, in nost
ci rcunst ances, “the prinary goal of
publ i ¢ pol i cy shoul d be to pronot e
conpetition anong providers.” The
report advocat ed i ncentives for the
purchase of private i nsurance,
privatisationof public services and
pronoti on of narket conpetition.

The Bank’ s heal th “reforni pol i cy
has i ncl uded naki ng peopl e pay for
their heal th care, reducing public
provi sion to afewprogrammes, and
turni ng over the rest of gover nnent
servi ces to profit-naki ng or gani sa-
tions andindi vi dua s.

The Bank current |y operat es over
200 heal th care proj ects, nany
effectivelyrequiringfurther privetisa
tion of public health systens. The
Bank’ s heal t h spendi ng i s nowt hree
tines the budget of the Vérld Heal th
Q gani sation. In 1998, Mxico
recei ved the | argest | oan the Verl d
Bank had ever nade for heal th care,
$750 ml lion, tochange the “struc-
ture” of public heal th care opera
tios.

Inthe west Indian state of
Mihar ashtra, the Wrld Bank is
provi di ng hal f t he fundi ng (Rs300
nllioV£4 4mllion) for aprivate
hospital treatingheart diseaseina
joint venturewthoneof Indias
| argest pharnaceuti cal conpani es,
Wckhardt . Wckhardt i s |inking up
wthalarge WBheal th careinsurer
and wi th the US Harvard Medi cal
School , whichw || trai n Véckhardt’s
nedi cal staff and i ntroduce t hemto
new nedi cal technol ogi es.
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(Organisation for Economic Cooperation and Devel opment), public ex-
penditure on health services and education accounts for more than 13
per cent of gross domestic product.®® 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 how goesto profit-
making companies.”

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

. . . The IMr, Wrld Bank and Vér| d Heal t h O gani sati on

I'nthe 1990s, the Phili ppi nes “Before, everyone coul d get
instituted acost cuttingand privati- heal th care”, sai d one person
sation programme i nthe heal th intervi ened during the Vorl d Bank’ s
sector. Nowhal f of hospital beds are 1999 poverty consul tati ons, “but
private and nost costs are paid for now everyone j ust prays to Qd t hat
by pati ents. Aninsurance system they don't get si ck because every-
covers just one-third of the popul a wher e they ask for noney.” Gon-
tion. The gover nnent now spends cl ude nedi cal researchers Kasturi
| ess than three per cent of its budget Sen and Meri Koi vusal o:
on public heal th, but nearly 30 per “Srong private and i ncreasi ngly
cent onservicingits debt. transnational interestsare. . .

Just three per cent of the Verld altering the nature and even the
Bank’ s $1.8 bi | lion poverty al | evi a exi stence of publichealthcare
tion progranme i n the Phil i ppi nes . . . systens t hroughout the
goes to fund heal t h care —and nost devel oping world with the
of that goes towards projects rel ated hel pi ng hand of internati onal
to wonen’ s reproduction. (The agenci es such as the Verld
project’srea intent is popu ation Bank. ”
nmanagenent, comrents Ant oni o The Wr | d Trade Q gani sati on
Tuj an, a Philippine N©Oworker.) The  regardsitsel f as the coordinator of
Vér | d Bank pays nore for the theinternational transfer of such
services andinfrastructure for the policies. It asks “Howcan WO
Subi ¢ Bay freeport zone, the forner Menber s ensure that ongoi ng

US naval base whichis being turned reforns i n national heal th systens
into abase for UScorporations such are mitual | y supportive and, when-

as Qiental Petrol eum than on ever rel evant, narket-based?’ The
hed th. BJ simlarly, statesthat one purpose
QG her Wirld Bank and | M- of the WOi s:
pol i ci es have under nined peopl €' s “to provi de aforumfor negoti a-
abilitytopay for heal thcare: the tionsontraderelations, wtha
liftingof pricecontrds; thefreezing vi ewt 0 achi evi ng great er
of wages; the deval uation of |ocal coherence i n gl obal econonic
currenci es; and the reducti on of policy naking. Inpracticethis
subsi di es on basi ¢ essenti al s such as w1 invol ve cl ose co-ordi nation
food and transport. Many peopl e, wththepoliciesof thelnterna
especi al | y wonen, nowwork | onger tional Mnetary Fund and t he
hours for | oner wages and have | ess Vér | d Bank. ”

food. Fallingincones, increased
prices for essentia conmodities,

decl i ni ng basi ¢ servi ces and an \Mfldl‘balth
i ncreased wonen’ s wor kl oad have al | . i
ledtonoreillness and deat hs. Qgani sation

Al these “reforns” have hel ped
conmercial intereststocater to More recently, the Vérld Heal th
veal t hi er peopl e i n devel opi ng Q gani sation (WO has j oi ned the

countries through private heal th care privatisationtrendthroughits
i nsurance and privat e hospital s. Mst advocacy of “public-private partner-

peopl e are | eft dependent on a ships”, atrendwhichis|eadingto
poor | y-equi pped, shrinki ng public the partial privatisationand conmer-
sector; it istheaffluent vhocall ciaisationof the UINsystemitself.
upon rapi dl y- expandi ng and i ncr eas- Qitsinnational governnent contri-
i ngl'y hi gh-cost pri vat e servi ces. buti ons t o WHO have been one of

theforcesdrivingit into“partner-
ship” wthindustry and the private
sector. WHO s budget for the
financi al year 2000/ 2001 i s
USBL. 86 bi | i on, whilethat of
baby food producer Nestléis
WS$7.9billionfor its pronotional
activities al one. The WOap-
proach has been cri ti ci sed for
benefiting conmercial interests
rather thanpublic hea thinitia
tives.

Eforts are a so bei ng nade to
restrict the WHOfromregul ating
industryinareas wth heal th
i npl i cati ons such as baby f ood,
phar naceut i cal s, tobacco and
al cohol . I'n 2000, Wi tsel f
admtted that tobacco conpany
consul tant s have had staf f posi -
tions at WHQ

Sources: Hill, D, Gobalisation,
Privatisation and Heal t hcar e-A
Aelinnary Report, Rublic Services
International Research Lhit, G eenw ch,
January 2001, website:

wwn psi ru.org; Price, D, Pollock, AM
and Shaoul , J., “Howthe Wrl d Trade
O gani sationis Shapi ng Donesti ¢
Policiesinkea th Gare”, The Lancet,
354, 27 Novenber 1999, pp. 1889-
1892; “Heal th Hazard: Howt he
SystemMakes Us S ck”, New/ nterna-
tionalist, |ssue 331, Jan/ Feb 2001,
websi te: wawn newi nt.org; Sen, K and
Koi vusal o, M, “Heal th Gare Ref orns
and Devel opi ng Gountries: AQitical
Qeerview, International Journal of
Heal t h A anni ng and Managenent, \ol .
13, 1998, pp.199-215; Koi vusal o, M
and Qlila, E, Mkinga Healthy Vierl d:
Agencies, Actors and Policiesin
International Health, Zed Books,
London, 1997; TRAC Tangled Lp In
B ue: Qirporate Rartnerships at the
Lhited Nations, TRAC, 2000, website:
waw cor pwat ch. org; R chter, J.,

Hbl di ng Qor por at i ons Account abl e:
Qorporat e Gnduct, |nternational Godes
and d ti zen Action, Zed Books, London
and New Jer sey, (forthconi ng

Sept enber 2001); HA, Rublic-Frivate
Partnershi ps: Addressing Rubl i c Heal th
Needs or Qorporat e Agendas?, Heal th
ActionInternational, Avsterdam My
2001, website: ww hai web. or g/
canpai gn/ PPl / sem nar 200011. ht n .
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workforce, and more modern management practices. In practice, how-
ever, cartelsdevel op and corruptionisrife. Public money providesguar-
anteesfor 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, drai nage and sanitation —have been under threat
because of privatisation for some time now; under GATS, they could
be permanently dismantled. The consegquences are apparent in many
poorer countries today and in nineteenth century Europe: high mortal-
ity rates, especially high maternal death rates, aproliferation of conta-
gious diseases, and high levels of poverty and homelessness.™

The WTO Secretariat has acknowledged that restricting domestic
regulation creates atension between trade expansion and national sov-
ereignty. But another critical tension isthat 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 aless important issue for public services than
the impact of privatisation on financing or service provision. . .
There may still be negative development conseguences of
globalisation of these services, from the entry of foreign capital,
but the distinctive damage to public services happens through
privatisation” .

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”.” 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 mechanismswhich deal with the respectiverights,
responsibilities and capacities of the private and public sector.” ™

Health careisjust one example of apublic servicethreatened by GATS.
Commercial interests now provide some of the health servicesin many
countries, sometimesin competition (albeit limited and regul ated) with
public providers.” In the UK, for instance, for-profit nursing homes
and privately-financed hospital buildings provide health services in
competition with public ones.™

Thisdual system givesthe WTO a useful rationale for encouraging
further competition and privatisation through GATS:

“The hospital sector in many countries. . . ismade up of govern-
ment-owned and privately-owned entitieswhich both operate on
a commercia basis, charging the patient or his [sic] insurance
for the treatment provided . . . It seemsunrealistic in such cases
to argue for continued application of Article 1.3 [that the service
isagovernment service] and/or to maintain that no competitive
relationship exists between the two groups of suppliers of serv-
ices’.”

The stakes are huge: expenditure on healthin OECD countriesis esti-
mated at more than US$3 trillion annually.™
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At the begi nning of the twentieth
century, Chile was a pi oneer of
equal access to heal th servi ces
for al. Bytheend of that century,
it had becone a pi oneer infree
narket policiesinhealthcare.

Bet ween 1979 and 1985, the
gover nnent shar ply reduced
gover nnent and enpl oyer
contributionstohealthcare
servi ces, passi ng nore and nore
of the costs onto users through
wage and sal ary w t hhol di ngs and
Co- paynent s.

By 1995, seven per cent of
the gross pay of every person
formal |y enpl oyed was w t hhel d
for heal th care. The enpl oyee
now deci des wher e t hi s deduc-
tion goes. Snce 1981, one
option has beenintoa“plan” or
contract offered by an | SAPRE,
(Institutode Sal ud Rrevisiond ), a
heal t h i nsurance conpany
nodel | ed on those i n the Lhited
Sates. Another istothepublic
sector’s National Fund for Heal th,
FONASA ( Fundaci on Naci onal de
Sl ud) andathirdoptionistothe
publichealthcarefacilities, the
remmant s of the national health
servi ce, the I\S (S stema
Neci onal de Sal ud).

Accordingtoneo-liberal free
nar ket thinki ng, these changes
vere neant to foster therise of
for-profit providers of health
servi ces whi ch have t o conpet e
w t h each ot her in the nedi cal
nar ket pl ace and are t hus f or ced
to provide better care and to keep
costs down. Wiilelessis spent
fromthe public purse for health
servi ces, reduci ng enpl oyers’
expendi tures on heal th benefitsis
supposed t o enabl e nor e wor ker s
tobe hired and Ghil ean i ndustri es
t o becone nore conpetitivein
vor | d nar ket s.

But whil e a greater nunber of
heal th care systens (both public
and private) offeringanarray of
options at various prices is now
avai | abl e t o each person, they are
not necessarily accessibleto
each person. The det er nini ng
factor i s not “choice” but one’s
ailitytopay. Thisisclearly
i ndi cat ed by | ooki ng at who t akes
advant age of whi ch “options”.
The heal t h i nsurance conpani es,
the | SAPREs, have capt ur ed nost
hi gh-i ncone Chi | eans whi | e the
publ i ¢ syst emhas wound up wi t h
al |l the | owincone workers.

MirketinghHealthinChile

A nost three-quarters of the

| SAPRES’ clientsareinthetop 30
per cent of Chileans by i ncone,
whi | e 41 per cent of thoseinthe
publ i ¢ systemare in the bottom30
per cent. The average i ncone of an
| SAPRE client is about seven tines
that of the average wage earner in
the public system |n 1989, 21 per
cent of the users of the public
system— over two nillion peopl e —
wer e t 0o poor to have wi t hhol di ngs
or nake co- paynent s.

Abel eaguer ed publ i c heal th
servi ces systemi s neanvhi | e
supposed to attend to the heal th
needs of 70 per cent of Chil eans,
not to nention 100 per cent of the

nation's public heal th costs (environ
nental health, sanitationcontrol and

occupati onal safety).
It has becone grossly under -

resour ced: the governnent cut back

sharply onits contributiontothe

publ i ¢ syst emon a per - per son basi s

by 43 per cent between 1974 and

1989. Between 1973 and 1988, the

nunber of enpl oyees i nthe public
heal t h syst emwas sl ashed from
110, 000 t o 53, 000, even t hough
t he nunber of peopl e dependent
upon it grewby one nillion during

the sane peri od. The renai ni ng S\N

enpl oyees have seen their real
wages fal | whil e they are assi gned
greater workl oads i n deteriorati ng
vor ki ng condi ti ons.

| nvest nent i n equi pnent and
facilities has a sobeendrasticaly
cut. Adoctor at the Gentral Ener-
gency Hspital adnmitted:

“\\é¢ don’t even have enough
sheets. W havetotell patients’
rel ativestobringsheets,
syringes, nedicines. It’s entar-
rassingandit’s denoralizingto
vork nowin a public hospital .
The patients we see here and
their famlies—they haveto sell
everything, their funture,
everything, toaffordthe nedi -
cines. Sonetines, it's better not
totell themthat, yes, we coul d
do soret hi ng t o cure you or
your | oved one because you
knowt hey won't be abl e, even
wththe hel pof relatives and
friends, tocone upwth the
noney for the nedici nes.”

The sharp curtai | nent i n gover nnent

funding for heal th care, together
wththeflight of higher-incone

peopl e fromt he publ i ¢ system have

generat ed i neffici encies. Apati ent

who has to stay in hospital for seven

days wai ting for an X ray takes
up space and ot her resour ces.

Excessi ve wai ti ng peri ods
nean t hat nany patients end up
inenergency care, placingtheir
livesinextrajeopardy and usi ng
up nor e resour ces. ne hospi t al
admni strator sai dthat anul cer
isnot likelytobeattendedto
until it bleedsvhenit wil be
treated as an energency at a
greater financia cost. Between
1984 and 1987, the great est
increase of a |l categories for
nedi cal treatnents was in
“ener genci es”, accounting for
40 per cent of thetotal .

The net inpact of heal th care
I'iberalisationhas beentoshift
nost of the cost of heal th
servi ces ont o consuners. I n
1989, over 81 per cent of all
heal th expendi ture i n Chi | e cane
fromthe wal | ets of consuners
t hensel ves (up from19 per cent
i n 1974). The gover nnent
contributed only 17 per cent
(down fromover 61 per cent in
1974) . Enpl oyers contri bute
only 1.6 per cent at nost — by
andlargevol untarily at that; yet
in 1974, their nandatory
contributi ons had anount ed t o
over 19 per cent of total health
expendi ture.

The shift does not fall evenly
onall Chileans. Mddl e-cl ass and
poor er Chi | eans have seen
dranati c i ncreases i n what they
nust pay for heal th insurance
and servi ces. Many hi gher -

i ncone Chil eans are likelytobe
payi ng | ess; those 15 per cent of
Chi | eans wi t h hi gher i ncones
who use | SAPREs contri but e not
apesotothe public system By
the | at e 1980s, the gover nnent
was payi ng for only 38 per cent
of the public systems budget. It
i s the conparatively | owwage
earners inthe public system—
nost | y har d- pressed | ower

m ddl e- cl ass Chi | eans — who
subsi di se heavi |l y the heal th care
of over two ml|ion poorer
Chileans. Inthewords of Dr Raul
Donckast er of the Medi cal

Associ ation, “It’s the poor who
hel p t he poorest”.

Source: @l lins, J. and Lear, J.,
il e's Free Mrket Mracle: A
Second Look, Food F rst Books,
Gkl and, Galifornia, 1995.

July 2001
The CornerHouse
Briefing 23: Trade and Health Care

17




To date, however, GATS has not been instrumental in privatising
health care services and opening them up to foreign competition.™
Health and social servicesare“trailing behind other sectors” intherate
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”.&

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
servicesto foreign suppliers. In the financial services sector, including
health insurance, however, 76 countries have made commitments.®
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 al 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-
icesisin“commercial presence’.

InChile, the | SAPRES (Institutode
Salud Frevisional ), heathinsur-
ance conpani es nodel | ed on
thoseinthe U5 illustrate what
happens when t he pri vat e sect or
isgivenfreereininproviding

heal th care w thi n the free narket
nodel .

» The essence of an | SAPRE s
profitabilityisd scrinnation.

Mbst of the 30 or so | SAPRES do
not t hensel ves operat e heal th
servicefacilities: theysell heath

i nsurance, and by the profit-

seeki ng | ogi c of the narket pl ace,
they sel | insurance only tothose
least likelytoneedit. Mst

| SAPREs screen out peopl e with
certai n congenital di seases and
pre-exi sting cancer and t hose
thought to be at high ri sk of
contracti ng A DS They refuse
appl i cants over 60 or 65 years of
age or charge themvery hi gh
premuns; by 1990, only two per
cent of | SAPRE subscri bers were
retired. Psychiatric anddental care
arerarely covered. The ultinate
safeguard for the | SAPRES i s that
the annual preniumfor custoners
who have used heal th care

servi ces over the course of a
singl e year is substantially hikedor
t he cust oner s are dunped wi th
little prospect of buyi ng coverage
fromanot her | SAPRE | SAPRES
initially re ectedvonenof child

Health Gare for t

he Few

beari ng age or required wonen to
certify that they were not pregnant
vhen t hey t ook out i nsurance.

naj or procedur es such as heart

and brai n operations, thereby

avoi di ng costly i nvest nents i n such
fadlities

» Gvernnent interventions consi st -
ently favoured | SAPREs to the
detrinent of the public heal th

syst emand t he publ i ¢ purse.

Wen | SAPREs wer e aut hori sed
legallyin 1981, they took off sl owy.
The gover nnent then i ntervened to
expand their narket. In 1983, it

i ncreased mandat ory heal th care

w t hhol di ngs fromfour per cent of
wages and sal aries to five per cent,
and then to si x per cent i n 1984 and
to seven per cent i n 1986. The 1986
Heal t h Law nandat ed t he publ i c
system(FONASA) to take on the
paynent of all nedical and maternity
| eaves and of neo-natal care for
those i nsured under | SAPRES. |t was
al so decreed t hat FONASA T ei nbur se
wages | ost by | SAPRE subscri bers
duetoillness after thetenth day of
absence fromwork and during t he
90 days of maternity | eave. S nce

| SAPRE nenber s tend t o be hi gher
earners, it i s nore expensi ve to cover
their | eaves of absence t han t hose of
peopl e who are not w th an | SAPRE
Yet agai n, the ngj ority of Chil eans,

| ower niddl e cl ass and | ower i ncone,
w nd up subsi di si ng t he hi gher -

i ncone mnority.

e Pivate nedical careinsurers, by
their very nature, donot invest in
preventive heal th care.

« Advertising and sal es expend -
ture have becone a naj or part of
the “costs” of privatised nedi cal
care. I1n 1989, one-si xth of

| SAPRES’ expendi t ure went on
advertising, salesandrel ated
adnini strative expenses. Miny

| SAPREs spent nore than that,
sone over one-third.

e It i s neaningl ess to argue that

| SAPRES give “nore efficient” or
even “better” heal th care thanthe
publ i ¢ syst emsi nce t hey have so
nany nore resources. | n 1989, the
| SAPRES had 6.5 tinmes nore
financi al resources per personthan
the public system | SAPREClients
consune 70 per cent of the total
deductions for heal th care, even
though they are | ess t han 15 per
cent of the national popul ation.
Wth the public systemrunintothe
ground, nost Chil eans t oday woul d
choose to beinthe privat e system
if they coul daffordto do so.

Source: @llins, J. and Lear, J., Ghile's
Free Mirket Mracl e: A Second Look,

Food First Books, Gakl and, Galifornia,
1995.

o | SAPREs are al | owed to use public
facilities for energency cases and
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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” .8

The US Coadlition of Service Industriesis calling for majority foreign
ownership of al public health facilities to be allowed:

“We believe we can make much progressin 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.”

The US private health care sector also wantsto gain accessto “rapidly
expanding health care expenditures in many developed countries’ ex-
periencing “an increase in their aged population” .8

GATS could facilitate further privatisation and competition in health
care servicesif 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 thelonger term, challenges under GATS to public services could
be another way. The US could take Britain to the WTO disputes pand,
for instance, if the British government or any other body refused aUS
multinational permission to buy aBritish public National Health Serv-
ice hospital which had been financed through the Private Finance Ini-
tiative. Similarly, the Canadian province of Albertaplansto 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),
Albertawould be obliged to extend the samerightsto every other “like”
foreign provider under the GATS most-favoured nation rule.®

A third way GATS could facilitate privatisation and competition is
if mechanisms and principles underpinning the design, funding and
delivery of public servicesarein 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).% “Universal
risk pooling”, for instance, isakey principle of public health care serv-
icesand 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
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less profitable but socially beneficial telephone servicesin rural aress.
Intransport, bus services or railway branch lines serving outlying areas
areeasily paid for by routesin busy, more congested areas.®” Risk pool-
ing and cross subsidies between rich and poor, healthy and sick ensure
that all get tolerably equal accessto 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 sacial-insurance-funded (as in France or Germany) health
care systems generally uphold.®

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 hospital s treated more and more as
businesses:

“Temporary losses are defensible only as investments in future
profits, so cross-subsidy must be avoided . . . Thereis no place
for uncompensated care, unprofitable admissions, research, edu-
cation, or public health activities—all chronic money losersfrom
astrictly business viewpoint” %

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 placesin
which they are provided.®* 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.

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 socia serviceswill be compelled to become
more economically responsible and efficient because they have to re-
spond to competition.

But it isdifficult for patients to assess the quality of the health and
social services provided by private companiesin 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.

Inthe UK, cost has becomethe only relevant factor. But “the relent-
less drive towards ever greater cost savings through contracting out
has, in many cases, had adisastrous effect on service quality” .°2 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 . . .
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The WK s National Heal th Service
(NHS) has been a beacon to the
vor| d. Despi te bei ng under -
funded and over -worked, particu-
larly over the past two decades,
itstill proideshigh-qaity

heal th care to nost of the peopl e
inBritainnore cheaply and nore
efficiently than al nost any ot her
nedi cal systemin the worl d,
according to the CECD.

The heal th serviceis pai dfor
out of general taxation, whichis
consi dered, even by the A nanci al
Tines, tobethefairest, nost
econonical , nost efficient and
| east bureaucrati c way of fundi ng
the great bulk of health care.

But under t he gui se of
noder ni sat i on and r ef or m—
whi ch nany of those wor ki ng
wthinthe NSbelieveis
necessary —the country’s heal th
and soci a servi ces are bei ng
conmer ci al i sed and pri vati sed.

Gventhe general popul arity
of the NHSandits entrenched
publ i c nat ure, however, this
process has been ad hoc,
fragnent ed and covert. Afirst
st ep has been t o under ni ne
confi dence inpubl i c provision
through unrel enting criti ci smof
publ i ¢ servi ces.

Sone of the nethods to
encour age for-profit i nvol venent
inthe NS are wel | - known:
conpul sory conpeti tive tender-
ing for “support” services such
as cleaning, catering, |aundry,
conput i ng and | abor at ory
ana ysi s, for instance. But ot her,
nor e subt | e nechani sns, are
less famliar, nechani sns whi ch
the Wrl d Bank i s reconmendi ng
toother countries:

- separating the purchaser from
the provi der of heal th servi ces;

- introduci ng conmerci al
accounti ng and pri vat e
fi nanci ng;

- alocatingresources onthe
basi s of each patient’s health
risks rather thanapopul ation's
heal t h needs;

- introduci ng user charges and
private i nsurance.

Bitans Nationa Hea th Service
Privatisation by the Back Door

Rur chaser - Provi der
Fit

In 1991, the Gonservati ve govern-
nent introduced aninternal narket
tothe NS by separating the

provi ders and purchasers of heal th
car e servi ces fromeach ot her.

Wtier eas heal th aut hori ti es t hrough-
out the country used t hensel ves to
pl an and provi de hospital servicesto
alocal popul ationwthinageo
graphic areaonthe basis of its
anti ci pat ed heal t h needs, nowt hey
had t o pur chase care fromN-S
trusts (or the private sector) provi d-
i ng t hese servi ces.

The NHStrusts running the
hospi tal s, neanvhi | e, had to com
pete w th each ot her to obtain
patients. Services were separated
fromeach ot her and ot her activiti es,
packaged i nt o sal eabl e and nar ket -
ableitens, pricedseparately and
of fered to purchasers, who began to
shop around for the best financi al
deal s. Despite further organi sational
changes i n 1999, the purchaser -
provi der split renains.

Conmer ci al
Account i ng

At the sane tine, conmerci al

resour ce account i ng procedur es wer e
i ntroduced. S nce 1991, N-Strusts
have had to pay a “capital charge” to
t he gover nnent for the use of

bui | di ngs and equi pnent — even
though the state al ready owns t hem
outright. The cost of repl acing t hese
assets as newi s estimated; the
trusts then pay 6 per cent of this

val uation out of their annual i ncone
(eventhoughif the state wereto

repl ace the assets, it coul d borrow
noney for about 3 per cent).

Trusts al so becane | egal | y bound
to break even, ensuringthat their
expendi t ure mat ched or was | ess
thentheir i ncone. | ndeed, the only
legal requirenents of N-Strusts
provi di ng hospi tal and conmuni ty
servi ces are nowfinancia and are
not relatedtohealthcareat all.

There are no | egal nechani sns to
ensure that they serve the
interests of theloca communi-
ties fromwhi ch t hey drawt hei r
petients.

In 1996-7, one-third of NHS
trusts failedtoneet at | east one
of their financial targets. Mny
continuetofall short. Gurrent
proposal s woul d enabl e pri vat e
firns or other truststotake over
trusts which do not neet their
statutory financia targets.

Inanattenpt tobal ancetheir
books and pay t he capi tal charge,
trusts have had to reduce their
expenditure or increasetheir
i ncorre. Many have nade naj or
cutsinstaff andin the services
they provi de, such as | ong-term
care, rehabilitationand el ective
surgery (surgery for non-life-
threat eni ng condi ti ons).
Uhsurprisingly, waitinglistsfor
operati ons have grown. Trusts
have al so reduced their capital
charge by sel ling off assets: the
hi gher the val ue of the asset
base, the hi gher the capital
charge and t he | ower t he budget
availabefor clinica care.

Trusts have al sotriedto
generate extra i ncone by getting
innoreprivate patients or nore
funds for cormercial research, or
by treating nore patients nore
quickly. “Ineffect, the hospita
becones a factory for conveyor
belt care’, says heal th palicy
prof essor Al yson Pol | ock and her
col | eagues.

Thus hospi tal s and servi ces
ar e now pl anned nor e accor di ng
tothe financia denands of trusts
thantothe clinical needs of the
peopl e inthe areathey serve.
Affordability has becone far
noreof acritica constraint in
pl anni ng prioritiesinwhich
clinicians and publicheath
doctors are not requiredto be
i nvol ved. Adnini strative runni ng
costswthinthe NSare
estimat ed t o have doubl ed
because of the i nposed nar ket
processes, rising from5 per cent
to 12 per cent of total costs.

Mor eover, theintroduction of
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the capital charge provi ded a
streamof fundingthat coul d be
used t o pay for newcapital

i nvest nrents — one t hat coul d be
channel | ed directly towards the
for-profit sector.

The Rrivatisation of
Publ i ¢ Fundi ng

Capi tal spending withinthe NHS
al | ocat ed by t he gover nnent to
nai ntai n, refurbi shor repl ace
bui | di ngs, has beeni nsuffi ci ent
for years. The backl og of nai nte-
nance and repair inthe NHSis
nowover £3.1billion.

But public capital funding has
nowbeen virtual |y el i ninat ed.
Trusts, whi ch becane responsi bl e
for capital financing (bythe
introduction of the capita charge)
i nstead of the governnnent, have
thus hadtoturntothe private
sector to finance newi nvest -
nents if they want torenan
“conpetitive’ inattracting
purchasers of their services (even
though private financeis nore
expensi ve t han publ i ¢ fi nanci ng).

The Rrivate FHnance Initiative
(PA), launchedin 1992 by the
Qonser vat i ve gover nnent, was
extended to the National Heal th
Servi ce in 1997 by t he Labour
gover nnent . Asour ce of finance,
not funding, PA allows private
conpani es and consortiato build
and own hospi tal s whi ch t hey
| ease to the NHSfor between 20
and 60 years. The NHS pays for
the buil ding' s capita and runni ng
costs out of itsincomng (nainly
public) revenue. Ineffect, public
funds subsi di se t he expansi on of
the private sector.

PA hospital s cost the NS
norethanif it weretobuildits
own hospi tals. Anewhospital in
Edi nbur gh, for exanpl e, woul d
have cost the state £180 ml | i on,
but wll cost it £30 nllionayear
for 30 years at current prices —
£900 mllionintaota . The heal th
authorities wll neet these costs
by sel lingthree existinghospita s,
and cutting 33 per cent of its
beds and 20 per cent of its staff
budget s.

Mst PFl schenes i nvol ve
centralisinghospitalsonasingle,
usual |'y cheaper, site andselling
the | and on whi ch previ ous
hospitalsverebuilt. Rivate

noney i s nowfunding t he | ar gest
hospi tal rebuil di ng programe i n
Bitanfor 30years. And, ironically,
asAlysonPRollock pointsout, it “is
bei ng pai d for by the | argest service
cl osure progranme i n t he hi story of
the NHS'.

Qeeral, theintroductionof the
privatefinanceinitiativetohospitas
inthe National Heal th Service has
resultedina30 per cent reductionin
staf fed acut e beds and a 20 per cent
reductioninclinica budgets and
wor kf or ce. Sorre 12, 000 NHS beds
have cl osed si nce 1997. Gover nnent
consul tant s have cal cul at ed t hat
every £200 nmil I'i on spent t hrough t he
PH leads totheloss of 1,000
doct ors and nurses. The costs of
pr oposed devel opnent s have soar ed
75 per cent.

Eveninthe short term paynents
for aPA hospital are usua |y higher
thanthe capital chargetothe
gover nnent . Annual paynents range
from11- 18 per cent of the construc-
tion costs, conparedtothe 6 per
cent capital charge. Additional
paynent s cover cl eaning, |ighting
and | aundry servi ces that the private
hospi tal provides. Sharehol dersinPH
schenes can expect annual returns
of 15-25 per cent. As hospital trusts
woul d never be al | owed to go
bankrupt, thereisnorisktothe
consortia s funds.

The pl anni ng, suppl y and support
of FH hospital servicesisleft to
private sector consortia Detailed
i nfornat i on about PH hospi tal
schenes, particul arly pl anni ng
assunpt i ons about t he nunbers of
beds and servi ces needed, israrely
publ i cl y avai | abl e because of com
nercia confidentiality. The datathat
has been obt ai ned, however, sug-
gests that projections about clinica
activity and beds are | oner than
current trends and heal th authorities’
pro ecti ons.

A though ost ensi bl y fi nanci ng t he
infrastructureonly, the private sector
deci des howt o suppl y t he servi ces
and the i nvest nent needed to
support these services. Health
authorities and trusts no | onger
control the nuner of hospital beds
or thelevel s of servicethey believe
arerequiredfor thepeopleinthe r
area. The gover nment heal th mini ster
sai d i n Noverber 2000:

“\ had t o get the hospital

bui | di ng programme started. |f
youlike. . . wehadtocreate a
nar ket in PFl because t her e was
not a narket.”

A though PH is an expensi ve way to
bui | d newhospi tal s and | eaves | ess
noney to be spent on patient care,
t he gover nnent recently ext ended
theinitiativetosone 3,000 | ocal
doctors’ prenises, conmunity
phar naci es, heal th centres and | ong-
termcarefacilities. Aready heal th
car e conpani es and property
devel opers are expandi ng into the
owner shi p and provi si on of prinary
care premses. The governnment is
al so consi deri ng encour agi ng t he
private sector to coordinate payrol |,
adnini stration and conput er servi ces
for local doctors, and eventhe
provision of clinical services under
PH arrangenent s.

Inthe year 2000, the WK
gover nnent promsed £20 bil lion
($31 hillion) of extranoney tothe
nati onal heal t h servi ce over four
years. But wherew || this taxpayers’
noney end up? Al arge chunk of the
bi |11 ons t he gover nnent has prom sed
tothe National Heal th Service coul d
si npl y di sappear intothe for-profit
sector.

Per-Pati ent Fundi ng

Heal th aut hori ti es recei ve bl ock
budget s fromcentral gover nnent on
the basi s of the anti ci pat ed needs of
all the peopl ein the geographi cal
area they serve. But the newNHS
prinary care trusts whi ch cane into
effect inApril 2000wl bereim
bur sed not on t he basi s of geo-
graphi c popul ations but onthat of
genera practitioner’ spatient lists.
Thi s fundanental shift infunding
alocationissinlar tothe U5

i nsur ance based syst em( see pp. 25-
26). It gives|loca healthcare
practices i ncentives to sel ect
carefully the patients they enrd |
(“creamski mmng”) and to argue for
rei ntour senent i nked to i ndi vi dual s’
needs. Both undermne the ri sk

pool i ng and ri sk shari ng basi s of
resour ce al | ocati on on a geogr aphi ¢
besi s.

Mor eover, t he gover nnent
recent!y i ntroduced | egi sl ati on whi ch
alowstruststoput atinelint on
the care they provide to a pati ent
(rather thanprovidingit for as|ong
asapatient needsit). Thelegislation
al so creates anincentive for themto
redef i ne sone care as “personal ”
care (whi ch can be charged for)
rather than “nursing” care. Taken
toget her, these changes pave t he
vay for repl aci ng publ i ¢ sources of
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fundingw th privatein sone areas of
care. Trusts w || be under fi nancial
pressure to encourage patients to
take out private, vol untary i nsurance.

Qveral |, the rei nbursenent
nechani sns are being alteredin
vays that facilitate ashift towards
personal i nsurance and user char ges
for carethat usedto be free at the
point of delivery.

Pri vat e | nsur ance

Despi t e t he runni ng down of the
NS private nedi cal i nsurancein
the WK has barely grownin a
decade, certainlynot toalevel that it
woul d erode the soci a solidarity
needed t o support a state-run,
taxati on-based nedi cal service. Just
11 per cent of the WK popul ati on,
6.5l |ion peopl e, have private
insurance, largely throughtheir

enpl oyer — and t hey are concen-
tratedintherichest quarter of the
popul at i on.

My peopleinBitainstill think
of private nedicine as “herniafixes
i nnice surroundi ngs” and assune
that i f youare seriously sick, you
need to be inan NHShospital. An
adverti senent for one private heal th
care i nsurance schene pl ays on j ust
these assunptions: “V¢ use the
privatefacilities of the NB[teach
i ng hospi tal s] in London, so you get
the best of bothworlds. Frst class
nedi cal treat nent when you need
it.”

Those who want to | eapfrog NHS
vaitingliststendtoignorethe
i nsurance narket and si npl y use
their own “out - of - pocket " noney for
private treatnent. The proportion of
eectivetreatnents (for non-life-
threat eni ng condi tions) paidfor
privatelyisjust over 13 per cent and
has changed littl e si nce 1981.

Mor eover, nost private nedi cal
i nsurance does not cover ener gency
treatnent. It tends to cover unfore-
seen (acute) nedi cal conditions, but
onlyiftreatnent islikelytoleadtoa
full recovery. It does not usual |y pay
totreat | ong-termor “chronic”
condi tions that have no known cure,
suchas arthritis or asthma, or that
lead to pernanent disability. Private
nedi cal i nsurance focuses on t hose
vho ar e good nedi cal ri sks and
rarel y extends to t he over - 75s who
are nost inneed. Wereit does, the
cost of premuns escal ates dranati -
callytoreflect the presuned hi gher
risk

I f those who coul d af ford to do
so opted out of the public heal th
service, for instance, by clai mng
rebates for takingout private heal th
i nsurance, the N-Bwouldstill retain
the vast bul k of its busi ness —
children, the el derly and chronic
sick—but it wouldloselarge parts of
i tsincone.

Looki ng further intothe future,
heal t h care fi nanci ng coul d have
inplicationsfor the genetictesting
of individua s for their pred sposition
inlater lifetocertainillnesses. There
i s concern that peopl e coul d be
charged higher healthor lifeinsur-
ance premuns, or refused i nsurance
altogether, if they hadtotell the
prospectiveinsurer theresults of any
genetic test they have had, particu-
larlyresultsindi catingasusceptibil -
ity toad sease. The Bitish govern-
nent recently stated that nore
geneti c tests woul d soon be avai | abl e
on the NHS, but that they woul d not
have these di scrininatory effects
because the heal th serviceis publicly
funded fromtaxation, not from
i nsurance. But the narket changes
i ntroduced i nto the heal th service
over the past decade whi ch pave t he
vay for private heal th care i nsurance
cast doubt on these assurances. As
N@Dacti vi st Pat Mboney poi nts out,
“i f your doctor is al soyour i nsurance
agent, thefight for geneticprivacyis
gongtoseemalittlesilly.”

Rivate Hspitalsto
t he Rescue?

Bitain's3000r soprivate hospita s
predomnant |y treat five ailnents:
repl acenent hi ps, hernias, hysterec-
tomes, heart conditions and haenor -
rhoi ds. A present, theydolittle
work at either end of the nedi cal
spect rumwher e nost patients use
or need the heal th system prinary
caresuchasvisitstothel ocal
general practitioner whi ch account
for nineof tenpatients usingthe
NS (a narket the private sector is
tryingtoenter), and catastrophic
inuriesandillnesses. The NBdid
buy i n 30, 000 oper ati ons fromt he
private sector in 1999, but carried
out 6.5mllionitself. Intheyear
2000, the private sector carried out
sone 800, 000 el ecti ve surgi cal
pr ocedur es.

But private hospitals could, if
permtted, corner the narket in
condi ti ons such as hi p repl acenent s,

cataracts and heart bypass grafts,
and then dri ve prices up. Mre
publ i ¢ servi ces coul d be con-
tracted out and nore char ges
i ntroduced. As The Gbserver
poi nts out :
“what the Governnent — and
therefore al | taxpayers —can
achievewthits health
budget wi || di nmini sh because
private provi ders, whi ch have
tonake profits, wll be
dearer”.
The need for conmerci al returns,
particul arly for conpanies wth
shar ehol ders, coul di ncrease the
cost of providinghealth care.

Wien t he US gover nment
sent patientstoprivate hospital s
run by the Hospital Qorporation of
Anerica (HCA), the conpany
sent back inflatedbills and
expenses. The case has now
becone the | argest fraudinvesti -
gationin WShistory. The LK
Depart nent of Heal th has no
experi ence of preventing private
hospi tal s findi ng i nagi nary
i Il nesses or perforning unneces-
sary operations.

@sts, noreover, still fal on
the public sector for thetraining
of nurses and doct ors and for
ener genci es when oper ati ons go
wong — private hospital s tend
not to have energency backup.
(bserver journalist N ck Ghen
poi nts out that the NHS does not
“appear to knowthat their
[private sector] recordof treating
pati ents who suddenl y devel op
conpl i cati ons and need ener -
gency careisterribl €. Intheyear
2000, there were nearly 142, 000
adn ssi ons frompri vat e hospital s
tothe NHS.

But i nstead of restoring public
provi si on of beds or abandoni ng
private finance, the gover nnent
has turned to the pri vat e sect or
tonake up the shortfall whichit
itsel f produced. 1 n Gtober 2000,
it signeda“concordat” wth
privat e hospital s and nursi ng
hones to treat NHS patients for
vaitinglist operations, intensive
care, andrehabilitationand
preventive services for the el derly
(internedi ate care). The arrange-
nent wll nakeit easier for
private sector conpani es to
operate forner NHSfacilities and
clinical servicesandtotake over
theclinica workforce. The
gover nnent i s al so consi deri ng
allowngprivate contractorsto
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nanage heal th aut horities and
prinary care groups, and to run
speci al i st servi ces such as
di agnosti c centres, cardi ac and
neur o surgery, and radi ot her apy.
Just hal f the private hospital
sector’ s 10, 000 beds are usual | y
occupi ed conpared to the
186, 000 i n t he publ i ¢ sector
whi ch are nowal nost al ways
occupi ed. Two-fifths of general
and acut e hospi tal beds are
occupi ed by peopl e, nai nly
el derly, who are not wel | enough
to go hone but not ill enoughto
needto stay inhospital . New
| egi sl ation passed in 2001 al | ows
NS bodi es infuture to redefine
what heal th care shal | be free and
to charge patients for “personal ”
care (vashing, feeding, toileting
and dressi ng) but not “nursing” or
“nedi cal " care. There are no
regul ationor accountability
nechani sns for this increasi ng
use of the private sector.
These proposal s coul d enabl e
the privat e sector to expand
rapi d y as har d- pressed hospi t al
trusts shift el derly patients from
haospital bedsintofor-profit
internedi ate care. Thetrusts
woul d pay for the first six weeks
of their stay, but subsequent!ly
charge for personal care, whichit
wouldbeinthetrusts’ financial
intereststodefineas broady as
possible. Utinately, pudic
fundi ng coul d be further reduced
or w t hdrawn al t oget her. Thi s was
the patternfol | oned by | ong-term
nursing andresidentia careinthe
1980s.

Frivatisationof
Long-t er mNur si ng
and Residential CGare

I'n 1983, the governnent al | oned
peopl e enteri ng pri vat e hones t o
claimsoci a security (welfare) to
pay for their care, anoption not
availabletoresidentsinpublic
hones provi ded by | ocal aut hori -
ties or the NS This system
created anincentivefor public
authoritiestoswtchtheel derly,
di sabl ed and nental | y-ill intothe
private sector, close downthe
servi ces and hones t hey di d
provi de, and t hereby rel ease f unds
for thensel ves t hr ough r educed
expendi t ure and t he sal e of
assets.

This“unrestrictedavai l ability of
an unt apped fundi ng streani, says
consul tant geriatrician Peter G one,
fuelledthe extraordinary gronthin
privateinstitutional careinthe
1980s and 1990s: 175, 000 pl aces
i n 1985 had near |y quadr upl ed by
1998 t 0 650, 000 pl aces, a growt h
funded al nost entirely out of the
public purse. Today, the state
provi des not even one-fifth of places
but pays for the care for 70 per cent
of peopleinprivateresidentia and
nur si ng hones. Resi dential and
nur si ng hone care firns nmake nuch
of their profit by payi ng | owwages
to casual | abour, nai nly woren. Low
staffinglevel s are associ ated wth
poor qual ity of care, but there are no
| egal nini numstaffing requirenents.

nce the private sector had
devel oped, the governnent sw t ched
the fundi ng for | ong-termcare from
the national socia security budget to
that of local authorities, which coul d
set dighilitycriteria Anincreasing
nunber of sone of the nost vul ner-
abl e groups i n soci ety —the el derly,
di sabl ed and t he | ong-t er msi ck —
nowpay for their own care, or go
w t hout. There are w despread
di fferences across the country in
assessi hg needs and det er ni ni ng
dighlityfor servicesor for financia
support, creatinginequities. Access
tocareisincreasingly based on
abilitytopay. Long-termcare has
becone prinarily anindivi dual rat her
than col | ective responsi bility. Gon
cl udes heal th care researcher A'lyson
Rl | ock:

“thereislittle evidenceto show
that the shift toprivate sector

fi nanci ng and owner shi p of | ong-
termcare by t hese conpani es

w || save noney, especialyif the
corporations inthe WKhave
simlar patterns of spendingon
admini stration, capital and
profitstothoseinthe LBA "

oncl usi on

Snceit was set upin 1948, the
NHS has nade great gai ns inironing
out inequitiesthroughout Britainin
theavailability and accessibility of
heal th and soci al care servi ces. The
various structura changes nade to
the financi ng and del i very of these
servi ces over the past decade,
however, coul d reverse these efforts,
conflictingas they dowththe
principl es of universal coverage,
shared ri sk and redi stri bution t hat
tax-funded or soci a i nsurance-

funded syst ens general |y uphol d
and ai mf or.
The NHS woul d not be

di snant| ed but reconfigured. It
coul dbe |l eft as a “sink service’
trying to cope wth energenci es
and conpl ex heal th condi ti ons,
vhilethe private sector nadeits
profits fromthe norel ucrative
parts of heal th care such as
el ective operations and i nt er nedi -
ate care —and frompubl i c
subsi di es

Once t he NHS nodel  of
uni versal care, freeat the point of
adivery, islost, it wll bedfficut,
if not inpossible, toget it back. A
publ i cl y-account abl e heal th
system resourced w th adequat e
public funds, isthe nost effective
way of providing decent heal th
caretothengority of acountry’'s
ctizers.
Thanks to Al | yson Pol | ock.

Sources: Giaf fney, Dand Pol | ock, A,
Rittinga Priceonthe PA, UNSIN
1998; Eversley, J. and Sheppard, C,
Thi nki ng t he Lht hi nkabl e: The Gase
Agai nst Charges in Prinary Heal th
Care, Heal thMitters, 2000; Gohen, N
“Perils of QingPrivate”, The (bserver,
13 August 2000, p.27; Pollock, A,
Pice, D and Dunnigan, M, CEficits
Before Ratients, Lhiversity @llege
London, 2000, website:

wav ucl . ac. uk/ spp; “Do A d Peopl e
Have a Future? And Is Any of it inthe
N-S?" Heal th Matters, |ssue 40,
Spring 2000, website:

www heal thmatters. org. uk; Newlife
for Heal t h by t he Conmi ssi on on t he
N5 M ntage Press, London, 2000;
Pollock, A, “FH-You' || Pay For It
later”, Health Mitters, |ssue 38,
Autumm 1999, pp. 10- 11, website:
wwn heal thnat t ers. org. uk; Gaf f ney,
D, Pollock, AM, Rrice, D and Shaoul ,
J., “TheRivate Anancelnitiative’
(four articles), BitishMd ca Journd,
3, 10, 17 and 24 Jul y 1999;

Micfarl ane, A and Pol | ock, A,
“Satisticsandthe Rrivatisationof the
Nat i onal Heal th Servi ce and Soci al
Services” inDorling, D and S npson,
S (eds.), SatisticsinSxiety, Andd,
London, 1998, pp. 252-262; Pol | ock,
A M, Payer, S and Gdden, S, “Hw
Private F nanceis Mving Prinary Gare
into Qorporate Gwnershi p”, Bitish
Medi cal Journal, Vol 322, 21 April
2001, pp. 960-963; Poll ock, A M,
“WII Prinary Gare Trusts Lead to U5
style Heal th Gare?’, British Mdical
Journal, Vol 322, 21 April 2001,

pp. 964-967; Harrington, C and
Pol 1 ock, A M, “Decentral i sationand
Privatisationof Long-termGrein K
and USA’, The Lancet, Vol 351, 13
June 1998, pp. 1805-1808; M ayer, S
and Pol | ock, A M, “Long-termGCare:
FromPubl i c Responsi bility to Rivate
@od’, Qitical Socia Plicy, Wbl 21
(2), pp.231-255; ; Money, P.R, “The
ETCGentury”, devel opnent di al ogue,
Mar ch 2001.
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... continued from page 20

directly led to thefilthy NHSwards, dirty bed linen and inedible hospi-
tal food of public infamy”.*® In the past three years, private companies
contracted to provide support servicesto 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 contractsis cost rather than quality. Many NHS managers now rec-
ognisethat “privatisationisnot aninfallible curefor serviceinefficien-
cies’.%

Pressure from the families of hundreds of those who have died or
been |eft disabled, brain-damaged or in severe pain as aresult of inad-
equate carein private facilities led to a Care Standards Act in 2000 to
enforce standardsin private hospital's, and residential and nursing homes
in the UK.* “ Almost without exception, all of the tragedies. . . have
been due to private hospitals being inadequately staffed”.%

Analysis of the quality of care provided by for-profit entitiesin the
United States casts further doubts on the assertion that the private sec-
tor provides better quality.®” Says Peter Julian of the Council of Cana-
dians, “Virtually every credible study ever done has shown that pri-
vate, for-profit health careismore expensive, lessefficient and of lower
guality than public health care”.%®

But if quality of private (and public) care could be assured, evalu-
ated by public health concerns rather than economic benchmarks such
asthe number of patients being treated or the length of waiting times,*
it may be argued that using state money to pay acommercial 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 paymentsby patients), |essmoney
ends up flowing into the public system. Competition al so leadsto 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 inthem. Private health providersdo not aim to provide health
careto society, but health products or surgical procedures to individu-
als. They will not supply inherently unprofitable care to anyone, least
of al to those who are in no position to pay for it.2® 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.’® 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
Americaover the past two decadesillustrate 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
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employers and hospitals), nursing homes, home care services and hos-
pices becamefor-profit companies publicly traded on stock exchanges.
HM Os, 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 careto 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

The Wr| d Trade O gani sati on, not
the Vorld Heal th Qganisation, is,
accordi ng to sone, theinterna-
tional agency wth the great est

i npact on heal th. Trade poli ci es
have a substanti al infl uence on
heal t h and t he envi ronnent, while
neasures t o protect the environ-
nment and human heal th are of ten
regarded as trade barriers. WO
agreenents do al | owregul ati ons
to be exenpt fromtheir rul es
because of public heal th con-
cerns, but the exenptions have
been narrow y for mul at ed and
interpreted on the grounds t hat
countries coul d use heal th and
safety regul ati ons as covert trade
berriers.

The di sput e settl enent process
conpares | i ke conmodi ties wth
like, ignoringtoalarge extent the
processes and practi ces i nvol ved
i nproduci ng them It requires any
regul ations stricter thaninterna
tional standards to be based on
scientificrisk assessnent. The
inplications for health, safety and
envi ronnental concerns are
serious. For instance, noaccount
i s taken of the differences be-
tween a snal | - scal e nanuf act ur er
and a nul tinational conpany, nor
bet ween product i on processes
based on hi gh | abour st andar ds
and t hose based on | ow st andar ds.
Thereis norequirenent for the
trade experts who conpri se
tribunal s to concern t hensel ves
wthpublicheath. Rublic health
and saf ety neasur es whi ch are
the“least traderestrictive’ are
favoured. Vol untary neasures are
favour ed over conpul sory ones —
| abel lingor fines over taxation,
bans or advertisingrestrictions.

Trade Encroachi ng on Heal th

I ndi vi dual responsibilityis favoured
over pudlicresponsibility.

Q her WO
Agreenent s

Three ot her WO agr eenent s
besi des GATS have parti cul ar
inplicationsfor heath:

® The Trade Rel ated Intel | ectual
Property R ghts Agreenent (TR Ps)
set s nini numst andar ds of prot ec-
tionfor al forns of intellectual
property: patents, copyrights,
tradenarks, andindustrial designs
and | i cences. It obliges gover nnents
not to discl ose of infornation of
conmerci a val ue provi ded for

nar keting | icences, for instance, for
phar naceut i cal s and agri cul tural
products. TRPs al |l ons patents to be
grant ed on product s and pr ocesses
for 20 years. It all ows patents on
seeds, pharnaceutical drugs, genes
and di agnostic tests, and al so on

m nor i nnovat i ons whi ch are nore
“di scoveri es” than an “i nventions”.

TR Ps does not pronote free
trade: it protects nonopoly rights
rat her t han encour ages conpetition.
Even free trade advocat e Jagdi sh
Bhagwat i has descri bed t he WO s
intellectual property protectionas“a
sinpl e tax” for nost poor countries
ontheir use of such know edge,
“constitutingthereforean unrequited
transfer totherich, produci ng
countries”.

Bt TRPsisjustifiedonthe
grounds that it ensures investnent in
resear ch and devel opnent (RRD),
and bal ances the i nterests of rights-
hol ders w t h t hose of consuners and
thepublic. Inpractice, hovever, it
has probabl y hanpered R&Di n ar eas

of littleconmercia interest, wile
the “bal ance” istiltedinfavour of
therights-hol ders, not | east
transnational corporations.

TR Ps has recent |y gai ned
international public attention because
of itsinplicationsfor the access
peopl e i n the Sout h have t o phar na-
ceutical drugs, particularly A DS
drugsinArica Bit thisisjust the
tipof theicebergof TR Ps-rel ated
heal t h concer ns.

Patents i ncrease t he pri ces of
phar naceut i cal drugs whi ch are pai d
for innost countries by the sick or
fromheal t h budget s, whet her public
or i nsurance based. Patents do not
direct corporate R&Dtowards
serious or preval ent di seases or
towards nore cost-efficient drugs.
Thus resear ch on product s whi ch
have | arge potential narkets —
obesi ty, agei ng, i npotence and
bal dness — prevai | s over heal th pol i cy
interests. RRDcosts arerarely
reveal ed, althoughit is knownthat a
phar maceut i cal conpany’ s nar keti ng
budget usual | y exceeds its RRD
costs. Rublicinstitutions andpublic
fundi ng of ten carry out and support
much of t he basi ¢ research and
product devel opnent needed bef ore
phar naceut i cal drugs are brought to
narket, but thisinput israrely
recogni sed i n t he awar di ng of
patents. The use and pronot i on of
TR Ps t hus encour ages t he
misal | ocation of publicfundsto
corporate narketing efforts, shifting
noney fromthe si ck and t he poor to
cor por at e shar ehol ders.

Moreover, intellectual property
rights are hinderi ng the di ssenna-
tion of know edge and t echnol ogy.
Industrial countries currently hold 97
per cent of al |l patents worl dw de,
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costs.’2“More than any other country”, concludes The Economist,
“America has turned health care into a business’. Hedlth 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.'®
Nonetheless, some 44 million US Americans— onein six people — do
not have health insurance, while millions of others are underinsured.*

Latin America, meanwhile, (particularly Chile, Colombia, Peru,
Argentina, Brazil, Mexico and Venezuel @) has become atesting 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-
vidersandinsurers. Privateinsurerstend to select the“ best risks’, mainly
young and healthy people. They reject those with chronicillnesses and
leave behind those who cannot afford the insurance. Private companies

International Labour
Organisation

whi | e 80 per cent of patents granted
i n devel opi ng countri es bel ong to

resi dents of industria countries.

® The Agreenent on Appl i cations of
Sanitary and Phyt osani t ary Measur es
(SPS) covers food saf ety and

regul ati ons gover ni ng hunan, ani nal
and pl ant heal th. Any neasure a
gover nnent takes to protect hunan,
aninal or plant |ifeor health shoul d
be based oninternati onal standards,
gui del i nes and r ecommendat i ons
drawn up by recogni sed bodi es such
as the FAQ WHO Codex Al i ment ari us
Commi ssi on whi ch deal s wi t h f oods,
hor nones and addi ti ves. Any country
wshingtoinpl enent stricter

standar ds has t o base t hemon

sci entific risk assessnent .

Theinterpretationaof thisrisk
assessnent, and thus the possibility
of stricter standards, hasinplica-
tionsfor healthpolicies. Dsputes
i nvol vi ng t he SPS Agreenent have
rai sed i ssues about t he burden of
proof, the use of precaution, and
definitions of risk assessnent,
sci enti fi ¢ evi dence and necessi ty.

Take, for exanpl e, regul ati ons
covering potentia |y hazar dous
net hods of production, such as
t hose whi ch have potenti al carci no-
geni c or hornonal i npacts i f peopl e
are exposed t o t hemover the | ong-
termor at | owlevel doses. Such
regul ations are nore opento chal -
| enges under t he WOt han regul a-
tions governi ng fi ni shed product s
because of known evi dence of the
i medi at e and speci fi ¢ hazar ds
caused by such product s.

The WO di sput es panel has
genera ly ruledthat public paicy
neasur es not support ed by suffi ci ent
quantitative scientific evidence
vi ol ate WOTrul es. For exanpl e, the

WOTrul ed that the BU s ban on

hor none- t r eat ed beef was hi gher
thaninternational standards, was not
supported by sci enti fi c evi dence and
di d not address defined ri sks.
Precaut i onary neasures, however,
nay be appropriate for risks which
are snal | but whi ch have potential l'y
cat ast r ophi ¢ consequences.

The Codex Cormm ssi on has | ong
been doni nat ed by represent at i ves
of theindustries for whichthe
Gonm ssi on set s standards (al t hough
theindustry representatives attend
as part of a WOnenber country’s
del egation). The UShas recently
calledfor sections of Gdex i nvoki ng
the precautionary principletobe
renoved entirely.
® The Agreenent on Techni cal
Barriers to Trade (TBT) encour ages
countriestouseinternationa ly-
agreed standards for their technical
regul ati ons but the regul ati ons
cannot be nore “trade restrictive’
than necessary. It does not identify
the standards it favours —t hose of
the WHO or of a manuf acturer coul d
be consi dered equal | y val i d.

The Internati onal S andards
Qganisation (19, for exanple, is
an i ndust ry-based or gani sati on (not
aninter-governnental onelike
QGodex) whi ch has been accept ed by
the TBT as el i gi bl e to drawup
international standards. The | SOhas
recent |y becone i nvol ved i n setting
wat er standards, rai si ng concerns
that such standards w Il be rat cheted
dowmards toreflect i ndustry
preferences and priorities rather than
publi c heal th.

TBT thus has i npli cations for the
production, |abelling, packagi ngand
qual i ty standards of pharnaceuti cal s,
bi ol ogi cal products and foodst uf fs.

Poverty and Hinger

Besi des t hese speci fi c WO
agreenent's, vari ous soci 0-
econom ¢ factors associ ated w th
the current expansi on of interna-
tional trade have direct inpacts
on health as wel | . Poverty renai ns
the naincause of ill heal th.
Econonic |i beral i sation, whichthe
WOfacilitates, has contributed
t o unenpl oynent, | owwages and
hi gher food costs. The environ-
nental inpacts of econonic
growt h — cl i nat e change, def or-
estation, lossof agricutura |and,
desertification, air andwater

pol | ution— all have negative

heal th i npacts as vel | .

I n nany poorer countries, the
n& or cause of ill-heal thand
nortalityisnot infectious di sease
but si nply hunger. M nutrition
causes deat h and di sease. An
adequat e di et and cl ean water are
probabl y t he best drugs agai nst
nany i nf ecti ous di seases. Asks Or
Dorot hy Logi e of Medact, a WK
| obby group of heal t h prof essi on-
asworkingtoalleviatethe
threatsto heal thof poverty,
envi ronnent al degradati on and
violent conflict: “Wat isthe
poi nt of i nmuni sing childrenif
we' re then goi ng to starve t hen?”

Sources: Koivusal o, M, Vdrld Trade
QO gani sation and Trade-Qeepin Heal th
and Soci al Policies, GASPP Qccasi onal
Paper 4/1999, Hel sinki, 1999,
vebsite: http://ww st akes. fi/gaspp;
Rowson, M, “Q obal i zati on and

Heal t h- Sone | ssues”, Medi ci ne,
onflict and Qurvival, \ol. 16, 2000,
pp. 162-174; Vel | ach, L. and Sforza,
M, Wose Trade Q gani zation?, Public
dtizen, Véshington, 1999, website:
WA Ci ti zen. org.
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tend not to operate in the countryside where health services have al-
ways been sparse.’® As The Economist points out, “ The poor in rura
communities are unattractive clients for managed-care organisations,
and may languish outside the new systems.”'® Many “informa” or
casual workers are also outside the public health system.

Yet private operators rely on the very state health and social serv-
icesthat they are undermining. They taketrained and experienced staff
from the state system, select patients whose needs the public services
have aready 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 ableto
attract qualified staff from public hospitals without . . . offering

the same range of services to the same population groups” .2
In Brazil, the private sector can now offer 120,000 doctors for one-
quarter of the population, whilst the public sector hasfewer than 70,000
doctorsfor everyone else. As Public Services International concludes,
such private health care“is never cheaper or more comprehensive than
state care” 1% The USisthe most extreme example of this provision: it
has the most administratively expensive health system in the world
covering the lowest percentage of the population.*®

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

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.** 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.2 Many of the pioneers striving for more and better housing in
Britain, for instance, argued that housing improvementswere not just a
socia right but also a health gain for al. As Geof Rayner of the UK
Public Health Association pointsout, “amarket-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 peopleill. 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

By means of GATS, the WTO is stage-managing a hew 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-
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ketsfor domesticindustries. Officialsin ather government departments
responsiblefor 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 widerange 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-
forethe 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.” %4

Many British Members of Parliament, too, have called on the govern-
ment to ensure that thereisan 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.’> GATS itself mandates
an assessment of tradein services, particularly of theimpacts on devel-
oping countries (Article X1X), but the WTO Secretariat has donelittle
so far towards this..

The African Group of countries believes that developing countries
have already made “extensive concessions’ without receiving suffi-
cient benefitsin 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 commitmentsin the
belief that foreign direct investment would step in to provide them.
Severa developing countries are arguing that they should not liberal-
isetheir service sectorsfurther, but that the devel oped 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.™® 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)™

Public sector unions are calling for public services to be modern-
ised and improved, but based on principles of demaocratic accountabil-
ity, effective delivery, adequate funding, equality of access and fair-
ness and partnership at work.*® 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 ahollow 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
severa respects GATS is merely a mechanism for “locking-in” exist-
ing commercia practices. In Ecuador and Brazil, various groupings
and coalitions of physicians, public health activists, trade unions and
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Dexter Whitfield,

Public Services or Corporate
Welfare,

Pluto Press, 2001.

29



If Not Miltilatera, ThenBlaterd
The Proliferati on of Qher Asenues

(ne ai mof i ncl udi ng servi ces
W thinthe rul es governi ng
international tradewasto
i nprove upon t he ti ne- consum
i ng, | aborious and chaotic
process of negoti ating separate
tregtieshilaeralyor regonaly
bet ween countries. But the
bilateral or regiona approach
has not onl y conti nued but
proliferated fromthe BJtothe
Aericas, Africaand Asi a
Wen he was M ce President of
t he Eur opean Cormmi ssi on, Leon
Brittan acknow edged i n 1998
that the Commi ssi on was:
“usi ng regi onal negotiations
t o open up t he servi ces
econony i n our partner
countries. . . tothe BEast,
inthe Mditerranean, wth
South Africa, wth Mxico
and the Us.

Qver 400 wide-ranging bi l ateral
treaties have been agreed i nthe
past two decades, but have

| argel y evaded publ i ¢ scruti ny.
The nuniber of bilateral invest-
nent treaties quintupledinthe
1990s from385 in 1989 t o
1,857 at the end of 1999.

More than hal f of them(1, 013)
ver e bet ween Vst er n coun-
tries and devel opi ng or Central
and East er n Bur opean countri es.
Except for 11 between Véstern
countries, therest vwere

concl uded bet ween Third Wrl d
and Gentral and Eastern

Eirr opean countri es.

Thetreaties are designedto
ensure the security of foreign
direct investnents. The Lhited
Nat i ons Qonf er ence on Tr ade
and Devel opnent ( UNCTAD)
describes bil ateral i nvest nent
treaties as “t he nost i nportant
protectionof international
foreigninvestnent” todate.

The nai n provi si ons of such
treaties arenot dissinmlar from
t hose of GATS or t he aban-
doned CECD Mul i | at er al
Agr eenent on | nvest nent
(MN). They usual |y cover the
scope and definitionof foreign
i nvest nent ; adm ssi on of
i nvest nent's; national and nost -
favoured nationstatus; fair and
equi tabl e treat nent cl auses;
conpensat i on guar ant ees f or
expropriation, war and civil

unrest; guarantees of fundtransfers
and the recuperati on of capita gains;
subrogat i on of i nsurance cl ai ns; and
di spute settl enent provi si ons.

WS President @inton saidthat
the US Wbeki stan treaty created
“condi tions nore favorabl e for US
private investnent” and was de-
signedto “protect USinvestment”.
The under | yi ng goal woul d seemt o
be not tofacilitate Whbek i nvest nent
inthe U5 but toenable USinterests
toextract rawnaterial s nore easily
and t ake advant age of cheap | abour .

The n@j ority of treaties designate
the Vérl d Bank’ s | nt er nat i onal
Genter for the Settlenent of I nvest-
nent O sputes (ICI D asthe
arbitrationbody. Thi s supra national
and private transnational organi sa-
tion has the task of adj udi cating
virtual ly all investnent di sputes
W thout denocratic structures or
transpar ency.

Deeper t han GATS

The announcenent of abilateral
trade deal between S ngapor e and
Australiahighlighted, accordingto
the A nancial Tines, “the i ncreasi ng
vi ewanong sone wor | d | eader s t hat
the bilateral nay be the best, even
only, way tostinulate g obal liberali-
sation’'.

I ndeed, afervour for freetrade
agreenent s has been sweepi ng
through the Asi a-Pacific areawth
Australia, Ganada, Chile, Japan,
Sout h Korea, Mexi co, S ngapore and
New Zeal and rushi ng to sewup a
veb of bilateral deal s spanni ngthe
regi on. Asean (Associ ation of South
East Asi an nations) | eaders have
proposed an anbi ti ous free trade
area w th China, Japan and Sout h
Korea. Mich of thisactivityisdueto
the WOrenegoti ati ons bei ng
stall ed, although nany Asi an
governnent s al so do not want to be
| eft outside other trade groupi ngs
such as NAFTA, the EU and
Mer cosur (the South Anerican
cust ons uni on).

O the proposed US- S ngapor e
agreenent, the President of the US
Qounci | of Service Industries, Robert
Vastine, stressedthat it “wll bethe
basi s for bilateral agreenents wth
Ghileandwth other countries, and
for services negotiationsinthe WO

and i n the FTAA[Free Trade
Area of the Anericas]”. Vastine
added t hat “a saf eguard
provisionfor services. . .
bot h be harnful and a bad
precedent”. Meanwhi | e, accor d-
ing to Menber of the European
Parliament Giroline Lucas, the
Bis:

“conpl eti ng a whol e seri es

of bilatera tradenegotia

tions i nwhi ch the services

agenda goes far beyond

anyt hi ng even dreaned of in

t he GATS agreenent”.

The services |iberalisation

envi saged i n t hese agr eenent s
not only goes nuch deeper than
GATS but woul d al so be

i npl enent ed nuch faster. The
BU s agreenent signed with
Mexi co, for instance, has a

| arger scope t han any ot her

agr eenent the BU has ever
concl udedwthathird country,
and exceeds t he servi ces,

i nvestnent and i nt el | ect ual
property provisionsinthe North
Aneri can Free Trade Area
(NAFTA) .

The US and t he EU have
dom nat ed t he devel opnent of
the WiOand have al so | ed t he
trend by whi ch countri es get
what they want t hrough ot her
neans, usi ng what ever avenue
best suits their purposes,

i ncl udi ng nuner ous har d-t o-
scrutinisebilatera deas. As
publ i c servi ce activi st Dexter

Wi tfieldpointsout, “states are
bound up i n a web of multina-
tional trade and financi al
treaties, agreenents and

nenber shi p of regi onal and
vor | dw de bodi es. ”

Sources: Sorensen, N, “Blatera
Investnent Treaties and O sputes”,
neno, Institute for Agricul ture and
Trade Pol i cy, February 2001;

MNIty, S, “Blateral Trade Deal s
Gii n Favour”, H nancial Tines, 16
Novenber 2000, p.17; de

Jonqui eres, G, “Asian Anbition”,

F nanci al Ti nes, 28 Novenber 2000,
p. 24; Lucas, C, BJ Mexico Report,
(nss), January 2001; Vastine, R,
letter to USTR Bar shef sky on Us-

S ngapor e FTANegot i ati ons,
Decenber 15 (no year gi ven),

websi te: ww uscsi . org/ publ i ca-
tions/ papers/ ustr. htm accessed 24
Mrch 2001; Witfield, D, Rublic
Services or QGrporate Vel fare, A uto
Books, London, 2001.
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30

July 2001
The CornerHouse
Briefing 23: Trade and Health Care




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 stressthat the public sector can be cheaper, as efficient, moreflex-
ible, more transparent and accountable than privatisation or public-
private partnerships.t®

International rules governing investment are certainly needed. The
current set, however, and the way in which they are implemented, are
invariably a charter for corporationsto do asthey 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 arules-based system of global governance that places people be-
fore corporate profit, and shares the benefits of globalisation more
equitably.” 1%

Health is a fundamental human right, recently defined under the
Covenant on Economic, Socia and Cultural Rights: “all people have
the right to the highest attainable standard of health . . . as a prerequi-
sitefor thefull enjoyment of al other human rights’. Human rightsand
public health policies are indispensable. Trade policies, however, are
negotiable.

1. Negotiations have also begun to change the
Agreement on Agriculture (AoA). Since the
1947 General Agreement on Tariffsand Trade
(GATT) governing trade in goods between
those countries who signed the Agreement,
there have been seven major GATT negotia-
tion sessions: the Conference of Annecy,
France, 1949; the Conference of Torquay, UK,
1950; the Conference of Geneva, 1956; the
Dillon Round, 1962; the Kennedy Round,
1964-67; the Tokyo Round, 1973-77; and the
Uruguay Round, 1986-94.

2. Public Services International, The WTO and
the General Agreement on Trade in Services:
What is at Stake for Public Health?, PSI,
Ferney-Voltaire, France, 1999, p.5, website:
www.world-psi.org, email: psi@world-
psi.org.

3. “The European Union and World Trade”,
Frontier-Free Europe, 1-4, August-Septem-
ber 1999, quoted in Price, D., Pollock, A.M.
and Shaoul, J., “How the World Trade Organi-
sation is Shaping Domestic Paliciesin Health
Care”, The Lancet, Vol 354, 27 November
1999, pp.1889-1891, website: www.thel ancet.
com.

4. Vasting, R., statement before the Senate Fi-
nance Committee Subcommittee on Interna-
tional Trade, 21 October 1999, website:
WWW.uscsi.org, accessed on 25 October 2000.

5. Public Services International, op. cit. 2, p.5.
The estimateis calculated from WTO figures
of national balance of payments records and
thus represents cross-border trade. The value
of services provided in one country by com-
panies based in another (commercial pres-
ence) could be at |east as large as cross-bor-
der trade. See “Opening World Markets for
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7.

Services: A Guideto the GATS: The General
Agreement on Trade in Services’, website:
http://gats-into.eu.int/gats-info/
guide.pl ?MENU=bbb, accessed 1 November
2000.

European Services Forum, “ Set of Principles’,
26 January 1999, website: www.esf.be/
f_e abou.htm

Office of the United States Trade Representa-
tive, “USTR 1998 Trade Policy Agenda and
1997 Annual Report”, USTR, Washington,
DC, 2 March 1998, quoted in Price, D. et al,
op. cit. 3.

Human Development Report 1999, UNDP,
New York, p.3. If proposed GATS revisions
go ahead, any government measure to encour-
age national or regional culture, including
funding for national film boards, could be
challenged.

European Services Forum, op. cit. 6.

. Estimated from WTO Annual General Report,

Geneva, 1998, cited in Balasubramaniam, K.,
“Globalisation & Liberalisation of Hedlth care
Services: WTO & the General Agreement on
Trade in Services’, paper prepared for Peo-
ple's Health Assembly, Dhaka, December
2000, website: www.pha2000.0rg.

The World Bank has calculated that in less
developed countries, infrastructure develop-
ment involving at least some private backing
rose from US$15.6 hillion in 1990 to $120
billion in 1997. Around 15 per cent of this
was direct foreign investment in public
schemes. See Roger, N., “Recent Trends in
Private Participation in Infrastructure: Public
Policy for the Private Sector”, World Bank
Group, 1999, pp.1-4, note 196, quoted in
Price, D. et al., op. cit. 3.

11
12.

13.
14.

15.

16.

Vastine, R., op. cit. 4.
“Opening World Markets for Services: To-
wards GATS 2000”, website: http://gats-
info.eu.int/gats-info/g2000.pl ?NEW S=aaa,
accessed 1 November 2000.
“Opening World Markets”, op. cit. 5.
After oil, tourism earns the most foreign cur-
rency for some 30 developing countries. But
some 60 to 90 per cent of the money that tour-
ists spend goes to transnational companies
which own networks of airlines, hotel, tour
operators and travel agents. See Seifert-
Granzin, J. and Jesupatham, S., Tourism at
the Crossroads: Challenges to Developing
Countries by the New World Trade Order,
Equations/Tourism Watch, Frankfurt, 1999;
“Liberalising Tourism under the GATS: Pit-
falls for Developing Countries’, “Notes on
GATS’, (msss), Equations, Bangalore, May
2001, email <equationsl@vsnl.com>; WWF,
“Preliminary Assessment of the Environmen-
tal & Social Effectsof Liberalisationin Tour-
ism Services’, WWF International Discussion
Paper, Gland, February 2001, website:
www.panda.org, email: mperrin@wwfint.org
“Trade in Services Liberalisation and Gender
Impacts in the European Union”, European
Women's Lobby, Brussels, September 2000,
website: www.womenlobby.org

The GATS text is available at www.wto.org/
english/tratop_e/serv_e/gatsintr_e.htm. See
also WTO Secretariat, Trade in Services Di-
vision, An Introduction to the GATS, October
1999, website: www.wto.org/english/tratop_e/
serv_e/gsintr_e.doc. For arange of articlesand
documentson GATS, see: www.xs4all.nl~ceo/
gatswatch/gatswatch/html.

A WTO Council for Trade in Services is
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17.

18.
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19.

20.
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responsible for the workings of the GATS
Agreement. It currently hasthree sub-groups:
a Committee on Specific Commitments,
aWorking Party on Domestic Regulation and
aWorking Party on GATS Rules (emergency
safeguards, subsidies, government procure-
ment).

Air transport services are largely excluded
from GATS, but a mandated renegotiation of
theair transport Annex at least once every five
yearsisexpected to define these servicesmore
concisely so as to restrict exclusions. “The
WTO approach . . . will means a death sen-
tencefor airlinesin developing countries’ says
one international air transport official. See
Williams, F,, “WTO Seeksto Spread itsWing
Over Air Services”, Financial Times,
29 September 2000, p.13.

Sinclair, S., GATS. How the World Trade
Organization’s New “ Services’ Negotiations
Threaten Democracy, Canadian Centre
for Policy Alternatives, Ottawa, September
2000, pp.24, 68, website: http://
www.policyalternatives.ca; email: ccpa@
policyalternatives.ca.

One effect of not defining services is that
more (as yet unthought of) services can bein-
corporated in future. GATS does define, how-
ever, “sector”, “measures’, “ supply” and “ per-
son”. A WTO guide to GATS identifies 11
broad service sectors, each divided into sev-
eral sub-sectors:

Business (professional including legal,
accounting, auditing, bookkeeping,
architectural, real estate, engineering,
medical and dental, veterinary, computer,
management consultancy, advertising);
Communication (telecommunications, postal,
courier, audio-visual, radio, television, film,
video, satellite);

Construction and related engineering services;
Distribution (retail, wholesale, franchising);
Educational;

Environmental (water delivery, refuse dis-
posal, sewage, sanitation);

Financial (insurance, reinsurance, underwrit-
ing, banking, provision of financial informa-
tion, asset management);

Hedlth-related and social;

Tourism and travel-related (travel agencies,
tour operators, hotels, restaurants, catering,
tourist guides);

Recreational, cultural and sporting (entertain-
ment, news agency);

Transport (sea, water, air, space, rail, road,
pipeline); and

Other (including energy).

Most WTO members used the WTO/UN clas-
sification system as the basis for scheduling
commitments, but not the US. For the EU’s
interpretation of these services, see “Open-
ing 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 No-
vember 2000.

“Opening World Markets”, op. cit. 12.

The International Chamber of Commerce
stresses that manufacturing industries are in-
fused with services from beginning to end:
research and devel opment, inventory manage-
ment and control, transport, marketing, adver-
tising, insurance, and “backroom” functions,
such as accounting and legal services. Like-
wise, agriculture requires research and devel-
opment, finance, insurance, storage, transport,
distribution, marketing, and a host of techni-
cal services. See website: http://
www.iccwbo.org/

The WTO Secretariat statesthat “the fact that
the GATS rules are still necessarily untested,

21.

22.

23.

24.

25.

26.

and that the services schedules are much more
complex than those for goods, addsto the dif-
ficulty of assessing exactly what rights and
obligations WTO members have assumed
under the services package”. See WTO Sec-

retariat, op. cit. 16.

WTO, “The GATS: Objectives, Coverageand

Disciplines’, website: www.wto.org/english/
tratop_e/serv_e/gatsqa_e.htm

The “supply” of aservice includes its deliv-
ery, production, distribution, marketing and
sale.

The WTO websitelists each country’s Sched-
ules of Specific Commitments: http://
www.wto.org/english//tratop_e/serv_e/22-
specm_e.htm. The GATS text itself (see ref.

16) explains how to read a schedule. More
accessible is the EU’s information point on
world trade in services which enables com-
mitments to be viewed by country or by serv-
ice sector, website: http://gats-info.eu.int.

The WTO Secretariat has identified over
1,400 errorsand inconsistencies made by gov-
ernments in scheduling their commitments.
Such errors would become more significant
if the agreement was expanded. See Gould,
E. and Joy, C., In Whose Service? The Threat
Posed by the General Agreement on Tradein
Services to Economic Development in the
South, World Development Movement, Lon-
don, December 2000, p.16, website:
www.wdm.org.uk.

Canadabelieved it had protected from GATS
its 1965 national trade agreement (Auto Pact)
to encourage domesti ¢ car manufacturing, but
the WTO ruled otherwise in May 2000. See
Sinclair, S., op. cit. 18, pp.42-43.

Morethan 70 WTO members, mainly North-
ern countries familiar with the system, have
listed many exemptionsto the M ost-Favoured
Nation clause. But in aUS challenge arguing
that the EU’s preferential banana import ar-
rangement with Caribbean countries discrimi-
nated against US*“ service providers’ involved
in banana distribution, a WTO dispute panel
ruled that the EU’s arrangement contravened
GATS —the EU had forgotten to list it asan
exceptionto the MFN clause. See Sinclair, S.,
op. cit. 18, pp.48-49.

WTO Secretariat, “Recent Developments in

Services Trade”, 9 February 1999, S/C/W/94,
website: http://docsonline.wto.org, quoted in
Gould, E., “The 2001 GATS Negotiations: The
Political Challenge Ahead”, The Alliance for
Democracy, March 2001, website:
www.thealliancefordemocracy.org/cam-
paigns/2000.

Hartridge, D., “Opening Markets for Bank-
ing Worldwide: TheWTO General Agreement
on Tradein Services’, speech to international
banking seminar, 8 January 1997, London,
UK, quoted in Gould, E., “The WTO Genera
Agreement on Trade in Services: Separating
WTO FACT from FICTION", Council of Ca-
nadians, website: www.canadians.org, re-
ceived May 2001.

Lal Das, B., “Negotiationsin Agriculture and
Services in the WTO: Suggestions for
Modalities/Guidelines’, paper presented at
“Current Developmentsin the WTO: Perspec-
tive of Developing Countries”, Third World
Network seminar, Geneva, 14-15 September
2000.

Many of the deregulatory and privatisation
aspects of GATS are similar to the structural
adjustment measures imposed on developing
countries by the IMF and World Bank.
Caplan, R., GATS Handbook, Alliance for
Democracy, Waltham, Massachusetts,
website: http://www.thealliancefor
democracy.org/, accessed 24 February 2001.

27.

28.

29.

30.

31

For example, a WTO dispute panel decided
in 1996 that aUS ban of gasolineimportsfrom
Brazil and Venezuela because they did not
meet its Clean Air Act standards contravened
GATT rules. In September 2000, however, a
WTO dispute panel upheld a French ban on
imports of “white” asbestos, challenged by
Canada—thefirst timethat atrade-restrictive
measure has been exempted from WTO rules
on health grounds. In March 2001, moreover,
the WTO's appeals body ruled that a prod-
uct’s health risk was a legitimate factor in
determining whether it was “like” another
product.

See Waskow, D. and Yu, V.B., A Disservice
to the Earth: The Environmental Impact of
the WTO General Agreement on Trade in
Services (GATS), Friends of the Earth US,
Washington, June 2001, website: http://
www.foeeurope.org/trade/wto/wto.htm
Sinclair, S., op. cit. 18, p.1.

GATS Articles X1V and X1V bis provide for
general exceptionsand more specific national
security exceptions. The Article X1V exemp-
tion for measures “necessary to protect hu-
man, animal or plant life or health”, is bor-
rowed from GATT (Article XX), but leaves
out an additional GATT exemption for meas-
ures “relating to the conservation of exhaust-
ible natural resources’, an omission from
GATS which could be interpreted as inten-
tional. Article XIIl provides exceptions for
government procurement from most-favoured
nation, market access and national treatment
principles, but not transparency.

For details of laws in countries of the South
which could be threatened by GATS rules of
national treatment and market access, see
Gould, E. and Joy, C., op. cit. 22, pp.10-12.
Sinclair, S., op. cit. 18, pp.1, 6, 40.

Theterm “measure” isabroad one. It covers
any law, regulation, rule, procedure, decision
or administrative action taken by central, re-
gional or local governments and authorities
and non-governmental bodies exercising pow-
ers delegated to them by these governments
and authorities. GATS could therefore restrict
the ability of governments to use subsidies
and grants; nationality requirements; labour
standards; residency requirements; licensing
standards and qualifications; registration
agreements; performance measurements;
technology transfer provisions; local content
or employment provisions; economic quotas
or needs tests; licensing or training require-
ments; restrictions on ownership of property
or land; limitations on access to markets; en-
vironmental and consumer protection meas-
ures; and some tax measures. See also p.X on
domestic regulation.

. Hartridge, D., op. cit. 24.
32.
33.

“Opening World Markets’, op. cit. 5.

The Multilateral Agreement on Investment
(MALI) was negotiated among the 29 indus-
trial country members of the Organization for
Economic Cooperation and Development
(OECD) from 1995 until 1998, when nego-
tiations were abandoned because of wide-
spread citizen opposition. As many features
of the GATS renegotiations resembl e aspects
of the MAI, the issues raised by GATS are
similar to those underlying the MAI: loss of
sovereignty on the part of nation-states; loss
of governments' ability to protect the social
security system and national culture; and
doubts about the future of public servicesina
context of tradeand investment liberalisation.
Rules on investment may also be negotiated
elsewhere, for instance, the TRIMS agree-
ment. See Khor, M., “The WTO and the Pro-
posed Multilateral Investment Agreement:
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Implications for Developing Countries and
Proposed Positions’, Third World Network,
Penang, (undated); MAlgalomania, Corporate
Europe Observatory, Amsterdam, February
1998; License to Loot: The MAI and How to
Sop It, Friends of the Earth, Washington,
1998; Clarke, T. and Barlow, M., MAI: The
Multilateral Agreement on Investment and the
Threat to Canadian Sovereignty, Stoddart
Publishing, Toronto, 1997.

34. Ruggiero, R., “Towards GATS 2000-A Eu-
ropean Strategy”, address to the Conference
on Trade in services, organised by the Euro-
pean Commission, 2 June 1998, Brussels,
cited in Gould, E. and Joy, C., op. cit. 22, p.4.

35. Sinclair, S., op. cit. 18.

36. WTO, op. cit. 21.

37.“Thereisnot asingle empirical study analys-
ing on a comprehensive basis — across coun-
tries, sectors and modes — the effects on serv-
ices trade attributable to scheduled commit-
ments’. See WTO Secretariat, op. cit. 23.

Such statistics were also missing from the
Uruguay Round. See Raghavan, C.,
Recolonisation: GATT, the Uruguay Round
and the Third World, Zed Books, London,
1990.

38. At the conclusion of the Uruguay Round, it
was agreed that negotiations had to continue
immediately on a number of service sectors:
financial, maritime transport and basic tel-
ecommunications services and on the move-
ment of natural persons supplying services.
These led to various Annexes. The Annex on
Financia Services, which came into forcein
January 1999, removed many obstaclesfor fi-
nancial services corporations wanting to en-
ter “emerging markets’. It is predicted to lib-
eralise over 90 per cent of the world market
ininsurance, banking and brokerage services.
See Corporate Europe Observer, no 4, July
1999, “Special WTO Edition”, website: http:/
Iwww.xs4all.nl/~ceo/observerd/index.html,
accessed 24 February 2001.

The Annex on telecommunications estab-
lished theright for any service supplier to have
access to and make use of public telecommu-
nication networks and services (telephone,
telegraph, telex and data transmission, but not
radio or television) on reasonable and non-
discriminatory terms.

39. Gould, E., “TheNext MAI", Fall 1999, Coun-
cil of Canadians, website: www.
canadians.org, accessed 25 October 2000.

The WTO Secretariat stated in 1999: “The
GATS rules are not quite complete, and are
largely untested. The process of filling the
gaps will require several more years of nego-
tiations . . . Among the most important ele-
ments in the GATS package is the promise
that successive rounds of negotiationswill be
undertaken to continue opening up world trade
inservices’. See WTO Secretariat, op. cit. 16.

40. WTO Secretariat, op. cit. 16.

Former WTO Services Director David
Hartridgesaid, “ It [GATS] hasabuilt-in com-
mitment to continuous liberalization through
periodic negotiations, a far more solid com-
mitment than the old GATT ever had.” See
Hartridge, D., op. cit. 24.

41, Brittan, L., “European Objectives For Serv-
ices Worldwide: How the WTO Can Help”,
speech, 2 June 1998, Brussels, website: http:/
/gats-info.eu.int/gats-info/gnews.pl ’NEWS
=ccc, accessed 1 November 2000.

42. Speech to the US Council for International
Business, New York, 8 June 2000, website:
http://europa.eu.int/comm/trade/
speeches_articles/spla23_en.htm

43. Negotiators aim to reclassify services by:

- narrowing the description of service sub-
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45.

46.

sectors in which governments have made the
least number of commitments (such as health,
education and social services) and broaden-
ing that of thosein which members have made
the greatest number;

- disaggregating servicesto makeit easier for
countries to demand or to offer access to a
particular sub-sector;

- clustering related services together so that a
country’s specific commitment applies to the
whole group rather than just one sector;

- reclassifying new services so that they are
encompassed by existing commitments.
Hospital management, for instance, could be
reclassified under business services and
thereby hived off from health-related service
sectors in which WTO members have not
made many commitments. Or health informa-
tion systems could be classified under “com-
puter and related services’ instead of “health-
related and social services’. Or ancillary serv-
ices such as catering, laundry and cleaning
could be classified not under health services
but elsewhere. The EC has proposed that wa-
ter supply should be considered part of an en-
vironmental services “cluster”, while the US
has argued that all energy-related services
should be treated as a cluster. These
reclassifications would affect the interpreta-
tion of existing commitments as well as fu-
ture commitments. Canadian researcher Scott
Sinclair regards service reclassification, a
seemingly simple technical procedure, as a
means“to expand GATS coverage by stealth”.
See Sinclair, S,, op. cit. 18, pp.67-71; Gould,
E., op. cit. 24.

. Some commitments could be negotiated

which would apply to al members, sectors
and/or modes of supply, for instance, each gov-
ernment could make aminimum level of com-
mitments in each sector; countries could in-
clude under GATS a specified percentage of
their servicesby GDP; governments could re-
duce limitationsin their schedules by afixed
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tain measures such asresidency requirements
in certain sectors or modes.
UK Department of Tradeand Industry, “GATS
2000, Hedlth and Education Services’, brief-
ing note, 2 December 1999, cited in Pollock,
A.M. and Price, D., “Rewriting the Regula-
tions: How the World Trade Organisation
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www.dti.gov.uk/worldtrade/service.htm
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new round of WTO renegotiations on the
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text of awider and broad-based WTO round.
The Council of Trade in Services finally
agreed guidelines and procedures in March
2001 for the rest of the GATS 2000 negotia-
tions, having agreed to various requests from
developing countries. But no completion dates
were set. Countries now enter the more de-
tailed “request-offer” phase: countriesrequest
each other to liberalise a particular service
under GATS and respond with offers of their
own. Southern countries will more often be
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the “requestee” rather than the “requester”.
Bilateral trade-offs are then extended on a
most-favoured nation basisto all WTO mem-
bers. The US and European Communities
have already submitted their initial negotiat-
ing proposals for specific service sectors; see
website: www.wto.org/ddf/ep/. See also
Raghavan, C., “ Revised GATS Guidelines At-
tempt to Mallify Developing World”, Third
World Economics, no 254, 1-15 April 2001,
pp.2-4.

TheWTO hasmade someoriginal WTO docu-
ments public on its website: http://
docsonoline.wto.org, and, because of criti-
cism, has started to post many of its new docu-
ments. For arange of articles and documents
on GATS, including WTO documents not
made public, see: www.xs4all.nl~ceo/
gatswatch/gatswatch/html; and Gould, E., op.
cit. 24.
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portation and air cargo, information technol-
ogy and internet, energy, management con-
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sectors. Vastine says that the group “played
an aggressive advocacy role in writing the
General Agreement on Trade in Services’.
The objectives of al government regulation,
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working group to prepare for the GATS nego-
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the WTO, the USTR [US Trade Representa-
tive], Congress, the diplomatic community in
Washington, and international organizations
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Vastine, J. R., statement before the I nteragency
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website: www.uscsi.org, accessed on 25 Oc-
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“Opening World Markets”, op. cit. 12.
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other countries to open up more of their serv-
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the USisnow “seeking to gain greater access
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transmissions, pay-TV networks, and the new-
est media’. But the EU claims that the Euro-
pean film industry has undergone a dramatic
decline because of competition with US pro-
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of US films, television programmes, music
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market access commitments in the audio-
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most-favoured nation exemptions. See” Open-
ing World Markets’, op. cit. 18.
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low, on precautionary health grounds, the
import of meat from cattle which have been
given hormones, despite a WTO ruling. The
US has therefore increased import tariffs on
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The US and EU have also disagreed over a
plan for US and EU regulators to recognise

33



54.
55.

56.
57.

58.

59.

60.

61.

62.

63.

64.
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Trade& Export?FTAA-WTO or http://
members.iinet.net.au/~jenks/
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hospitals argued that the user fees charged by
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companies entry to the Canadian health mar-
ket was adenial of theright of US companies
to profit from that market. European trade
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As the head of telecoms company said, “We
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citizen. But it's not an esoteric holier-than-
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der the Private Finance Initiative (PFI). Nearly
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British government since 1997 to rebuild
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The multinational expansion of private health
care companies has not been as coherent or
extensive as that of other public service sec-
tors such as water, waste management and
energy. But companies active in insurance,
hospitals, laboratories (clinical diagnosis and
therapy such as dialysis and MRI scans) and
support (cleaning and catering) services all
have an impact on health care services. Sup-
port service multinationals with many con-
tracts in hospitals in many countries include
ISS (Denmark), Sodexho (France), Rentokil/
Initial (UK), Granada/Compass (UK) and
EDS (US). Some of the main multinational
companies involved in health insurance in-
clude Aetna (Netherlands), Allianz (Ger-
many), Aon (US), CIGNA (US), UnitedHealth
care International (US) and AIG (US). Inthe
UK, Bupa and PPP have 70 per cent of the
health insurance market. Among the largest
for-profit chains of hospitalsare Hospital Cor-
poration of America (HCA), Sun Health care
(US), Tenet (US), Humana (US) and National
Medical Enterprises (NME) (US).

Private health care companies, particularly
US ones, are targeting countries which have
asufficiently affluent elite willing to pay for
health care or which have an existing private
health service base. Countries and regions of
special interest are L atin America, South-East
Asia, Chinaand the Pacific Rim, the Middle-
East and, to some extent, in South Asia. See
Koivusalo, M., op. cit. 64; Price, D., Pollock,
A.M. and Shaoul, J., op. cit. 3; Hall, D., op.
cit. 63.

Pollock, A.M. and Price, D., op. cit. 45,
p.1996.

Health-related servicesinclude not only pro-
fessional and clinical services (hospitals and
doctors) but also insurance, occupational,
laboratory, infrastructure, support, nursing,
community care and pensions services.
WTO Secretariat, “Health and Social Services:
Background Note by the Secretariat S/C/
W50", 18 September 1998.

State involvement in health care is usually
based on compulsory social insurance or gen-
eral taxation.

WTO Secretariat, op. cit. 77.

Hospital services represent between 40-50
per cent of this expenditure, pharmaceuticals
between 30-40 per cent and out-patients the
remainder. OECD countries account for about
90 per cent of worldwide health care expendi-
ture. The public share of total health spend-
ing in the US is 45 per cent, lower than any
other industrial country. The OECD average
is about 75 per cent.

Ibid.

GATS schedules list several categories of
health services divided into three areas:

- professional services, encompassing medi-
cal, dental, veterinary, nursing and midwives,
laboratory, services;

- health-related and social services,
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- health and pensions insurance.
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Ibid; EU, op. cit. 22.
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See Sanger, M., Reckless Abandon: Canada,
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nadian Centre for Policy Alternatives, Febru-
ary 2001, website: www.policyalternatives.ca

. See Pollock, A.M. and Price, D., op. cit. 45.
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world is “loss leaders’: selling something at
less than cost price to draw in customers, but
with the costs paid for by other higher-priced
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proach, while financing health care services
through private insurance and patients’ out-
of-pocket payments is the most regressive.
Universal social insurance, such as is com-
mon in continental Europe, falls somewhere
inthe middle. The privatisationsin Britain of
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long-term care have adversely and dispropor-
tionately affected the poor, elderly, disabled
and unemployed. See Koivusalo, M., op. cit.
64; Pollock, A. and Price, D., “Globalisation?
Privatisation!” Health Matters, 41, Summer
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GATS could also enable pharmaceutical com-
panies to run hospitals. In the US, the phar-
maceutical industry, one of the most profit-
able and fastest-growing sectors of the world
economy, is integrating vertically into man-
aged care companies (those that act as an in-
termediary between doctor and patient) and
other services. Merck, for example, has ac-
quired Medco, the largest US prescription
drugs provider. Zeneca, the world’'s second
largest manufacturer of cancer drugs, has
taken over the management of 11 cancer treat-
ment centres in the US.

Meanwhile, the confidentiality of medical
records could be undermined. For instance, a
country may not have opened up its health
servicesto competition under GATS, but may
have opened up data processing or database
services. Would national measures relating to
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. Ibid.
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NHS) hospitals, independent clinics, care
homes, residential family centres, independ-
ent medical agencies, domiciliary care agen-
cies, fostering agencies, nurses agencies and
voluntary adoption agencies.

Ennals, R., “A Very Messy Business’, Health
Matters, issue 42, Autumn 2000.

The detailed rules and regulations have still
to be worked out; the largest group of those
being consulted are those hospital groupsand
medical bodies whose employees and mem-
bers were responsible for the tragediesin the
first place. Separate quality controls for pub-
licand private medicine could reinforceatwo-
tier health care system.

Saltman, R., “ The Sad Saga of Managed Care
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Quoted in“Failureto Stop Health Care Priva-
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A 1997 study in the New England Journal of
Medicine analysing 1994 data of over 5,000
acute care hospitals in the US found that for-
profit hospitals were 25 per cent more expen-
sive than non-profit facilities. A 1999 report,
Private Profit or Public Good: The Economic
and Palitics of the Privatization of Health
Care, from the Parkland Institute at the Uni-
versity of Alberta, Canada, concluded that
private, for-profit health care consistently fell
short of non-profit and publicly-provided
heslth care in various countries over severa
decades. A July 1999 study, “Quality of Care
in Investor-Owned vs Not-for-profit HMOs’
in the Journal of the American Medical As-
sociation by Dr. Sidney Wolfe and Dr. David
Himmelstein examined 1996 quality of care
datafrom 248 investor-owned and 81 not-for-
profit HMOs providing coverage in total to
56 per cent of al Americans in HMOs. For
al 14 quality indicators, for-profit HMOs
scored lower than non-profit ones. Although
the patient treatment costs in both type of
HMO were almost identical, spending on ad-
ministration and profitswas 48 per cent higher
in for-profit HMOs. Concluded Dr.
Himmelstein, “If all American women were
enrolled in for-profit HMOs instead of non-
profits, 5,925 morewould die [each year] from
breast cancer . . . Your chances under a for-
profit HMO are much worse if you are seri-
ously ill.”

As important as quality of care, however, is
therange of health care services provided: for-
profit facilities tend to develop care only in
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those areas which make money, avoiding
long-term care in areas such as burns or
asthma. Asthe driving forcesin health care
become profit and avoidance of responsibil-
ity, the non-profit sector is starting to avoid
long-term patients as well.

“A radica critique of medicine has to deal
with the things that make people sick and
the kind and quality of health care people
get”. SeeLevins, R., op. cit. 97.

Public ServicesInternational, op. cit. 62, p.9.
Whitfield, D., op. cit. 62, p.29.
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pp.163-168; Kuttner, R., “The Commercidi-
zation of Prepaid Group Health Care”, New
England Journal of Medicine, Vol. 338, No.
21, pp.1558-1563; “Health Care: Thirty-Six
Placesto Go”, The Economist, 24 June 2000,
pp.72-73.

Before the 1990s, a “fee for service” sys-
tem dominated: doctors and hospitals re-
couped expenditurefrominsurers, which re-
covered their costs from their clients' em-
ployers, who passed this cost onto the pub-
lic in their products. Since the 1990s, how-
ever, the concept of managed care was in-
troduced to contain costs and is replacing
thefee system. Managed careis health serv-
ices provided under the administrative con-
trol of large, private (mostly for-profit but
many originally mutual) organi sations charg-
ing flat fees per patient enrolled per month.
Employers have begun to purchase pre-paid
arrangements based on inclusive “ managed”
arrangements, while public health efforts
have been dismantled to make way for them.
Prepaid group health care plansbegan in the
US in the 1940s as a social form of health
care, some originating in occupational health
schemes. In the early 1970s, national legis-
lation enabled such plans to become for-
profit health maintenance organisations
(HMOs). Today, nearly three out of four
HMOs (now generally called managed care
organisations) are for-profit, shareholder-
owned plans run by non-clinicians preoccu-
pied with holding down costs. The conflict
of interest between a plan’s desire to save
money and a patient’s need for good care
has been described as“ managing costs” ver-
sus “managing care”. This industrialisation
of UShealth care hasturned the system from
one run by the professions into one run by
insurance companies managing the profes-
sions and telling them what kind of health
care they can offer.

The US spends more than any other country
on hedlth care in absolute terms and as a
proportion of GDP. It accounts for 3-4 per
cent of the world's population, yet spends
35-40 per cent of the world's spending on
health care. Despite its high expenditure of
health care, however, the US has some of
theworst health indices of OECD countries.
Increased spending does not mean increased
health or health care: one-fifth of the spend-
ing is on administration; those who need
health care do not receive or have access to
it; the spending is driven by atechnological
model of health and medical consumerism;
and the underlying causes of sicknessarein-
creasing. “ Theirrationality of the system ex-
tends even to the rich,” points out Richard
Levins , “who are overtreated”. Nearly
200,000 people in the US die each year
through improper medical interventions,
while many more die from misuse of heav-
ily-advertised prescription drugs, over-the-
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port on the Crisis in US Public Health,
Monthly Review, Vol. 52, No. 4, September
2000, pp.8-33.
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105. Hsiao, W., Director of Harvard School of

Public Health, reported in New York Times,
17 June 1999, cited in Public Services In-
ternational, Great Expectations: The Future
of Trade in Services, PSI, Ferney-Voltaire-

Trading Health Care Away?

111

112.

113.

cit. 3.

Public Services International, op. cit. 62,
p.16
Lang, T., “The New GATT Round: Whose
Development? Whose Health?’, Journal of
Epidemiology and Community Health, No-
vember 1999; Lang, T., “Trade, Public
Health and Food” in McKee, M., Garner, P.
and Stott, R., (eds), International Co-opera-
tion and Health, Oxford University Press,
Oxford, 2001 (forthcoming).

Rayner, G., personal communication, 11
June 2001.

No amount of expenditure of health carewill
solve health problems caused by rising rates
of diabetes explained by a higher consump-
tion of high-fat, high calorie, fast food and
sugary drinks, declining rates of exercise or
extended hours of sedentary entertainment.
The explosion of obesity in the US, Britain
and Germany, however, will result in amas-
sive increase in health costs over the next
20 years.

If broader measures of health are the goal,
spending more on housing or education of-
ten does more to reach it. The WTO Secre-
tariat itself points out that “Given the
amounts spent on health care in some coun-
tries, the question may arise whether alter-
native approaches aimed at improving the
health situation (investmentsin environmen-
tal measures, traffic safety, non-smoking and
anti-drug campaigns, etc.) carry higher re-
turns.” SeeWTO Secretariat, op. cit. 77, foot-
note 4.

GATS PRublic Services and Privatisation

114. Sinclair, S., op. cit. 18, p.60.
115. Early Day Motion 260, website: http://

edm.ais.co.uk/

116. ArticlelV requiresWTO membersto facili-

tate the increasing participation of develop-
ing countries by “the liberalization of mar-
ket access in sectors and modes of supply of
export interest to them [developing coun-
tries].”

EU Trade Commissioner Pascal Lamy ad-
mitted in November 2000 that the EU has
“offensive export interests in the field of
those services which are regulated as public
services. That isanimportant distinction be-
tween GATS and GATT. With GATS, reci-
procity isnot the same —thereis none. If we
have a strong interest in the field of health,
we're not obliged to make commitments but
can take advantage of opening up other mar-
kets”. Quoted in Caroline Lucas MEP,
“GATS-The EU Perspective’, speech at
WDM GATS seminar, 29 March 2001.

117. Articles XI and X VI state that:

- restrictions must not be applied on trans-
fers and payments for current transactions
relating so specific sectoral commitments;
- there must not be any restrictions on capi-
tal transactions inconsistent with specific
sectoral commitments;

- acountry isobliged to alow across border
movement of capital if it isan essential part
of the movement of service covered by spe-
cific sectoral commitments.

118. UNISON, Public Services Manifesto, Lon-

don, website: www.unison.org.uk. See also
“Stop the GATS Attack, International State-
ment”, website: http://www.citizen.org/
pctrade/ GATS/GAT Ssignon.htm

119. Hall, D., “The Public Sector Water Under-

taking”, PSIRU, Greenwich, February 2001.
website: www.psiru.org

120. Watkins, K., “Behind Closed Doors: Why

the Poor will Suffer if Globalisation is not
Controlled”, The Guardian (Society),
13 December 2000, p.9.

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
provisions of GATS and its proposed revisions, and some key corporate
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
companies are enabled to capture the most profitable components of
publicly-provided and -funded health care services: a two-tier health system
in which a reduced public sector has to cope with the elderly, chronically
sick and the poor who most need health care and who can least afford it.
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